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Abstract
This paper examines the influences of initial argegiential knowledge on trust behaviors
and outcomes, respectively, at an interpersonatl.leVwo alternative hypotheses are
developed to test the effect of initial knowledge the behaviors displayed by agents in
interpersonal trust interactions, and that of edgpeial knowledge on the outcomes emerging
from such interactions. These hypotheses are asthlymth data from an experimental
dynamic trust game. The results reveal that (a)rtii@l knowledge existing between trustors
and trustees priori helps explain the trustors’ trust behaviors towasdch trustees, and (b)
the experiential knowledge gained directly by toustin the specific processes of trust
interactions with trustees influences the typeaasttoutcomes.
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Introduction

Over the last two decades, the ‘central, supetfyc@bvious but essentially complex’ (Blois
1999, p. 197) concept of trust has been recogrased key construct in the human resource
management literature (Redman et al. 2011; WongydMmd Ngo 2012). Analyses about the
influence of trust on the levels of human resowmesistency (Nambudiri 2012), the level of
trust in the employer (Searle et al. 2011), andjudgments about the trustworthiness of the
other individuals (Six and Skinner 2010) constitgeme illustrative examples of the
considerable research attention received by trast icademicians and managers. Trust may
be defined as a ‘psychological state comprisingritention to accept vulnerability based on
positive expectations of the intentions or behawvioanother (Rousseau et al. 1998, p. 395).
A trust relationship is made up of two agents: wsting party (trustor) and a party to be
trusted (trustee). The trustor is the party whagdahim or herself in a vulnerable situation
under uncertainty. The trustee is the party in whtira trust is placed, who has the
opportunity to take advantage of the trustor’'s eudiility (Laeequddin and Sardana 2010).
The literature on trust proposes that decisionsamiagl certain people (i.e. the trustors)
involve a risk level that depends on other peoplevhom the decision is related (i.e. the
trustees). Thus, trustors are prepared to act—acepkome trust in the trustee—if they
perceive that trustees present a sufficient degrémistworthiness (i.e. a sufficient degree of
ability, integrity, and benevolence) for the trusto assess the decision’s inherent risk as
lower than the potential benefits (Mayer, Davis &uthoorman 1995; Schoorman, Mayer and
Davis 2007). Thus, from this viewpoint, trust degeon how trustworthy the trustee is and
on the trustor's capacity to assess the trustwues of trustee (Laeequddin and Sardana

2010).



However, trustors face problems in evaluating tlusttvorthiness of completely unknown
trustees (or of trustees with whom he or she haserg limited history or no history of
interactions). Indeed, Lewicki, Tomlinson and Gijdee (2006, p. 994) state that ‘trust begins
at zero when no prior information is available abthe trustees’. Thus, knowledge plays a
crucial role in contexts involving interpersonaldr (Camén, Gottfridsson and Rundh 2011).
In this sense, trust theorists propose that adrgsknowledge about a trustee constitutes a
key issue in the occurrence of trust interactioesvben them because it increases trustors’
ability to predict trustees’ behavior (Geféfgrahanna and Stra@®03; Lewicki and Bunker
1995).

Furthermore, the literature has generally assumgdmetry in the agents’ behavior.
Researchers have not only taken for granted tha trusts B, then B must trust A
(Castelfranchi 2008), but they have also assumatdeidich party has approximately the same
level of trust for the other party; that is, couptats display equivalent trust behaviors
toward each other (Serva, Fuller and Mayer 200&) dhe common knowledge for both. The
symmetry assumption holds that trustors build tkrist expectations about trustees on the
basis of the trustors’ own trust behaviors. Undas tframework of analysis, trustors’
expectations and trustees’ trust behaviors must,maad thus, full reciprocity—i.e. equality
between expected trust behaviors and those actdiaiiyayed—between counterparts is the
only possible trust outcome. Most management rebBed&ocuses on expectations of
reciprocity (Cropanzano and Mitchell 2005), whikes tanalysis of trust outcomes has not
received any attention. However, recent studie® laghlighted that trust is not necessarily
symmetrical, meaning that the members of a givaaddjo not necessarily exhibit the same
level of trust toward each other (Cropanzano anthéil 2005) Hence, expectations are not
necessarily built on the basis of common knowlesligametrical trust behaviors among the

members of a dyad.



Within the literature on trust, recent studies hhighlighted as promising areas of research
the analysis of (1) the role of different sourcékmowledge in trust interactions (Holsapple
and Wu 2008), and (2) the final trust outcomes gmgrfrom trust interactions (Schoorman
et al 2007). Accordingly, our analysis considers trustret necessarily symmetrical to
investigate the influences of initial knowledge angberiential knowledge on trust behaviors
and trust outcomes, respectively.

There are two contributions that our work offersst: most of the relatively scarce literature
on trust outcomes has relied on calculative appremovhere trust outcomes are often
delimitated by benevolent satisfaction (or noteobnomic interests. In contrast, we present
a more general approach highlighting the role wétors’ expectations and how well they are
ultimately fulfilled (i.e. the trust outcome). Thuse are also helping to understand better the
distinctions between trust behavior and trust auen Second, we complement literature on
trust by using a dynamic approach to propose ardifit role for the knowledge accumulated
by trustors before a trust interaction (i.e. inikaowledge) and for the knowledge gained by
trustors throughout a trust relationship with astee (i.e. experiential knowledge). Whereas
initial knowledge predicts well the trustors’ trusthavior, experiential knowledge predicts
the type of trust outcome.

The remainder of this paper is organized into §eetions. In the second section, we provide
a brief review of the literature on trust behawmd trust outcomes. Section three addresses
the literature about initial and experiential knedde as well as presenting the research
hypotheses under study. In the fourth section, esciibe the methodology applied to carry
out the empirical study and the measures usedio8eftte presents the results obtained.
Finally, in the sixth section, we discuss the cosidns drawn from of our analysis, as well as

some limitations of this study and directions fature research.



Theoretical points of departure: Trust behavior andtrust outcomes

Rousseau et al. (1998, p. 395) defined trust apsgchological state that includes the
intention to accept vulnerability based on positeepectations about the intentions or
behavior of another’. Every trust interaction ingglithe participation of two parties, a trustor
and a trustee. One party, the trustor, makes hitmeoself vulnerable, i.e. takes a course of
action creating incentives for the other party, thestee, to exploit him. Such behavior is
commonly referred to as ‘trust’ and it is assunteat the trustor would not choose the risky
course of action if he did not expect the trusteddnor trust (Ashraf, Bohnet and Piankov
2006). Therefore, trust reduces the doubts, wqraed anxieties about being exploited in a
social exchange relation (Than et al. 2007).

Trust would be unnecessary if actions could be takien without risk (Pesdmaa and Hair
2007). Risk is the perceived probability of lossnfrthe perspective of the agent who has to
decide (Chiles and McMakin 1996). The losses mayamty be economic ones but also
affect many other factors, such as trustor’s tireputation, and social relations (Resnick et
al. 2006). Trust is also interdependent becauséntbeests of one party cannot be achieved
without relying on the other.

Most of the studies in this area have focused deraning the factors that influence a
person’s willingness to make a trust decision (Sgen 2001), knowing that the final benefits
depend on the behavior or attitudes of other peQdieyer et al. 1995; Schoorman et al.
2007). According to neoclassical economics, pesptruld trust others if and only if it is in
their material interest to do so, ultimately megnthat people should trust only when it is
also in the self-interest of the person being &diso respond in a mutually rewarding manner
(Kramer 1998). Nonetheless, the trust literature $feown many situations where people trust
others even when there is no guarantee that th&te&uwill respond benevolently,

highlighting the fact that trust implies an awarenef being vulnerable to and dependent on



the trustee (Fetchenhauer and Dunning 2009). Damely Cannon (1997) state that trust
requires an assessment of the other party’s ctiégiand benevolence, and consequently,
one party must have information about the othettyfsampast behavior and promises.
According to this perspective, trust is all abootvhtrustworthy the trustee is and is also
partly a product of the trustor's capacity to assi® trustworthiness of trustee. Based on
such an assessment, trustors display different brelsaviors towards trustees. Thus, trust
behavior is the level of trust placed by a trugtoa given trustee.

Previous works have separately analyzed some otrtt# outcomes emerging from the
relationship between trustor and trustee (e.g. &mano and Mitchell 2005; Elangovan and
Shapiro 1998; Serva et al. 2005). Based on thesalitire, we define a trust outcome as the
difference between the trustor's expectations alo@ttrustee and the trust behavior with
which the trustee responds. By comparing thesedwwepts, it is possible to distinguish
three broad categories of trust outcomes: recifyrooetrayal, and reward. We now delineate
each of the three trust outcomes.

Reciprocity occurs when the trustor’'s expectatiangut the trustee’s trust behavior are equal
to the behavior ultimately displayed by the trust€lee assumption of reciprocal trust has
been especially widespread within the study of éeadibordinate relationships (e.g. Graen
and Uhl-Bien 1995).

Trust betrayal is, in essence, the failure of oadypto fulfill the trust expectations of the
other. Elangovan and Shapiro (1998) define betragad voluntary violation of the trustor’s
expectations by the trusted party (trustee), whiak the potential to threaten the well-being
of the trustor. Other recent works have used diffeterms to refer to this concept, such as
‘negative reciprocity’ or ‘unkind action’ (Dohmert al. 2008; Falk and Fischbacher 2006).
Betrayal occurs quite frequently within and betweeganizations (Kim et al. 2004), as well

as at the interpersonal level (Bohnet and ZeckhwaR664; Caldwell, Davis and Devine



2009). Despite growing interest, there is littledhy and only a few empirical studies on trust
damage (Janowicz-Panjaitan and Krishnan 2009; Lakegand Sardana, 2010). In this
paper, we consider betrayal to occur when a trissexpectations about a trustee’s trust
behavior exceed the behavior ultimately shown leytthstee during the trust relationship.
Finally, a rewarding outcome occurs when a trust@xpectations about a trustee’s trust
behavior are overtaken by the final behavior ofttistee during the trust relationship. Some
authors have used other terms to refer to thisensuch as ‘positive reciprocity,” ‘kind
action,” or ‘honor-trust’ (Dohmeeet al. 2008; Hotho and Champion 2011). Our debnitis
consistent with the previous literature that anedyzewarding behavior (Cropanzano and

Mitchell 2005), but it goes beyond this definitioy incorporating the agent’s expectations.

Hypotheses

We propose an analysis to explain the linkage batwee trustor’s initial and experiential

knowledge about a trustee and the trust behaviakr @mcomes emerging from trust

interactions between them, respectively. In thistext, knowledge can be defined as a fluid
mix of framed experiences, values, contextual mfaron, and expert insight that provides a
framework for evaluating and incorporating new e@igees and information. It originates

and is applied in the minds of knowef®avenport and Prusak 1998). We distinguish
betweena priori knowledge, or initial knowledge, existing betwegrrustor and a trustee

prior to the first interaction under analysis, angberiential knowledge, gained directly by a
trustor in the specific process of trust interatsiovith a trustee.

The relevance of initial knowledge relies on itpaety to provide useful information for

predicting a trustee’s trust behavior. According tahmann (1979), knowledge is a

precondition for trust because it creates a frammkvaod understanding of the environment

and the trusted party within which the expectatiohgrust can be applied. We contend that



initial knowledge constitutes a complexity-reduntimethod, i.e. an element through which
people subjectively reduce uncertainty and simghsir relationships with others.
Prior literature suggests that trust initiators idbdobe careful, because trust involves risk
(Abele, Bless and Ehrhart 2004; Derfler-Rozin,Ri#l and Thau 2010; Rempel, Holmes and
Zanna 1985). Thus, it is wise for trustors to taedatively small risks when facing
interactions involving uncertainty (Pillutla, Maltta and Murnighan 2003). Previous studies
have mostly analyzed the linkage between knowledgktrust behavior among individuals
known to each other; the relationship between ifferdnt levels of initial knowledge and
trustors’ trust behavior has not yet been addreseedt may develop more effectively when
trustors can discriminate among different kindsedfipients (Lount and Pettit 2012; Pillutla
et al. 2003). As people become more acquainted wjtacific others, their personal
knowledge of others becomes the primary driverheirtthoughts and actions (Bigley and
Pierce 1998). Therefore, the existence of a cektal of initial knowledge between trustors
and trustees leads to a lower uncertainty facetiusgyors when trying to predict the trustees’
behavior in strategic situations and, thus, leadadre trust.
We claim that the level of initial knowledge exigjibetween a trustor and trustee determines
the trustor’'s capacity for elaborating accuratesgas about how the partner will behave
during future interactions, and therefore, theiahitevel of knowledge has an impact in the
trust placed by the trustor in the trustee. Thuspwopose that the levels of initial knowledge
between trustors and trustees may serve to pribgidtustors’ trust behaviors:
Hypothesis 1: The initial knowledge between a trustor and a @®sinfluences the trust
behavior displayed by such a trustor towards thstée.
Beyond initial knowledge, the experiential knowledgained directly by a trustor in the
specific process of a trust interaction with a tieesmay also act as a complexity-reduction

method to decrease the uncertainty involved inrp@iesonal trust interactions. Experiential



knowledge provides individuals with an understagdibased on previous interactions,
experiences, and learning of what, why, where,anen others do what they do (Luhmann,
1979). Thus, experiential knowledge may help agentierstand what is happening. Previous
scholars have stated that social interaction —siscthat occurring in dyads of trustors and
trustees- supports the accumulation of knowledgermgnindividuals (Alge, Wiethoff and
Klein 2003; Tregaskls et al. 2010). Experientiabktedge also reduces misunderstandings
about what the trustee is doing and thus reducesepions of being unfairly taken
advantage of, which are beliefs that would otheeweduce trust in the trustee (Gefen and
Straub 2004). The belief that the other party cartrbsted reduces social complexity with
assumptions about the futusehavior of the trusted party (Luhmann 1979).

When interacting more than once with the same deust a trust relationship, the trustor
collects more accurate information and knowledgeualthe behavior of the trustee. This
trust is grounded in knowledge about another pary is developed through repeated
interactions (Gefen et al. 2003; McKnight, Cummirgged Chervany 1998)t correlates
highly with the ability to predict the behavior ahother party based on prior experience
(Gulati 1995; Husted 1998). Thus, it involves agass in which information essential to the
predictability of another’'s behavior is obtainedlactcumulated by the trustor (Gulati 1995;
Husted 1998; Lewicki and Bunker 1995).

In this sense, experiential knowledge not only mles a framework for future expectations,
but it also lets people create concrete predictiohsvhat to expect based on previous
interactions. Because, in many cases, prior expegiés the basis for trust (Kumar 1996),
knowledge emerging from prior interactions canaeittreate trust, when the experience was
favorable, or destroy it, when it was not. Althoumother party’s previous behavior cannot
guaranty that that party will behave as one expetiscessive interactions in which a party

behaves as expected increase trust—that is, thef lteat the other will behave as one



anticipates. For example, a trustor having a aefarel of experiential knowledge about a

trustee has probably previously trusted such aeeuand in the process has likely noticed
that the trustee behaved in accordance with th&tarsi favorable expectations. Because
behavior, in accordance with favorable expectatibngds trust (Luhmann 1979), the more

experiential knowledge a trustor accumulates abdutstee, the more the trustor’'s favorable
expectations are likely to have been confirmed.

We argue that experiential knowledge provides exti@avledge to the trustor regarding how

the trustee has behaved in the specific processtmfst interaction (i.e. the trustee’s pattern
of behavior). This knowledge, emerging from pregionteractions in the same relationship

with the trustee, allows the trustor to more aclysevaluate how the trustee will act during

future interactions and therefore more accuratetyegpectations in relation to the trustee’s
future trust behavior. If trust outcomes are viewsd resulting from the comparison of

trustors’ expectations with trustee’s behavior,nthmth adjustments, considered together,
influence the type of trust outcome that will eneeg future interactions. Thus, we propose
that experiential knowledge gained from previousriactions between a trustor and a trustee
may influence the trust outcomes emerging fromreutwst interactions between them. This

leads to the following hypothesis:

Hypothesis 2: The experiential knowledge accumulated by a trubtmn past interactions

with a trustee influences the type of trust outcabtined by this trustor.

Methodology and measures

Experimental procedures

The experimental design is particularly appropriateour objectives because it allows us to
obtain relevant and very precise information, whghot easily available in the market, with

full control of surrounding characteristics. Spwafly, we use an experimental methodology
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based on the trust game (Berg, Dickhaut and Mc@8Bé). Figure 1 illustrates the structure
of the traditional trust game.

Figure 1. Extensive form of the trust game

Trustor

Trustee

Trustor: 4
Trustee: 0

Trustor: 4 —s Trustor: 4 —s+r
Trustee: 3s Trustee: 3s —r

The trust game is usually played by pairs of indlials. Each pair consists of a trustor and a
trustee. Trustors are assigned an initial endowrbefdre starting the game; this amount is
the same for every trustor. Then, each trustor se®tetween two actions: Send (S) or Do
Not Send (D). If the trustor chooses D, trustoreiee their endowment at the end of the
game, whereas trustees get nothing. If the trudtooses S, the amount the trustor passes to
the trustee § euros) is tripled and given to the trustee (torgsent a return on an

investment). The trustee then chooses betweendienakeep (K) or Return (R). If the

trustee chooses K, the trustee receives tripleatheunt that the trustor sen®{S euros).
Furthermore, the trustor receives the initial ench@nt minus the amount he or she passes to
the trustee. If the trustee chooses R, the trusissves triple the amount sent by the trustor,
minus the amount that the trustee decided to retutime trustor { euros).

We conducted a modified version of the trust gameur setting, each trustor plays the trust
game with three types of trustees: a trustor'snttjea friend of a trustor’'s friend, and a
stranger. These three types of trustees repreg@sredt levels of initial knowledge between
the trustor and the trustee: a trustee whom thetdriknows and trusts (the friend), a trustee

whom the trustor does not know directly but whoeferenced by a third party (the friend of
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a friend), and a trustee whom the trustor doesknotv directly and for whom the trustor
does not have any reference (the stranger). Easlotrreceives an initial endowment of 4
euros to allocate among each of the three trugfeest participants are allowed to send and
return only whole euros.

Participants were recruited from a large pool ofi-time undergraduate students in a
bachelor of economics and business program. Ryitie day of the experiment, participants
were required to submit the names of a maximunoof people from the class whom they
considered to be their friends and four people wihioay did not know (we distributed a list
of the class members from which to select theseesankrom this information, we were able
to classify participants into the three differeatagories.

Participants were divided into trustors and trustaed placed in two separate classrooms. It
is important to note that communication betweesttrs and trustees was not allowed at any
time in our experimental design. The game stametheé trustors’ room. Trustors received
three envelopes (labeled ‘friend’, ‘friend of aefmd’, and ‘stranger’), and they were asked to
write down the amounts that they wanted to senéatth type of trustee and, on a separate
sheet of paper, the amounts they expected to eedwek from them. The instructor then
collected the sheets with the trustors’ expectati@md the envelopes were delivered to the
trustees’ room. Before distributing the envelopes,instructed the trustees to write down the
amounts that they expected to receive from eaah ayprustor.

Each trustee then received the corresponding #meelopes, one from each type of trustor.
After reading the amounts that each trustor had, $lee trustees were asked to write down
the amounts that they wanted to return to each ¢ypgrustor. The envelopes were then sent
back to the trustors’ room. Each trustor checkedamounts returned by the trustees, thus

completing the first round of the game.
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We conducted two rounds of the game, and to cotitelevolution of trust transfer across
agents, every trustor (trustee) played the secouadd with the same three trustees (trustors).
To fulfill the conditions required by the experini@ndesign, we obtained total of 99
observations. Because the experiment was run twheefinal number of observations was

198. Participants received their earnings durimgwieek after the experiment.

Measures

Trust behavior

This variable is measured as the amount sent Isyotisito each type of trustee. It enters the
analysis as a dependent variable for testing hgsmshl. We asked trustors to report how

much they wanted to send to each type of trusteach round of the game.

Initial knowledge

This variable represents the level of knowledgeuatdr has about a trustee prior to the start
of the first round of the game. It is measured bga#egorical variable including three
different categories: low initial knowledge (i.eh&n the trustor interacts with a stranger),
medium initial knowledge (i.e. when the trustoreraicts with a friend of a friend), and high
initial knowledge (i.e. when the trustor interaaish a friend). The level of initial knowledge

is the independent variable for testing hypothésis

Trust outcome

This categorical variable reflects the type of tragtcome (i.e. betrayal, reciprocity, and
reward) obtained by a trustor in the second rountth@ game. For the second round of the
game, we measured the difference between trustpéctations about trustees’ trust

behaviors (i.e. how much the trustor expects tordiarned by the trustee) and the trust
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behavior ultimately exhibited by the trustees talgathese trustors (i.e. how much the trustee
returns to the trustor). Using this calculation, wstablished three categories of trust
outcomes: betrayal (i.e. when a trustor’'s expemtatiovercame the trustee’s trust behavior),
reciprocity (i.e. when a trustor's expectations evequal to trustee’s trust behavior), and
reward (i.e. when a trustor's expectations undenegéd trustee’s trust behavior). This

variable enters the analysis as a dependent varfiabtesting hypothesis 2.

Experiential knowledge

This variable reflects the knowledge accumulatedligustor about a certain trustee’s trust
behavior, based on previous experiences with tstde. We measure it as the difference
between the trustor’'s trust behavior towards thstée (i.e. the amount sent by a trustor
towards a trustee) in the second round and theottsstrust behavior towards the same
trustee (i.e. the amount sent by this trustor towahe same trustee) in the first round.

Experiential knowledge is the independent varidtaesting hypothesis 2.

Results

Table 1 summarizes the main descriptive statisticghe trust behavior exhibited by trustors
in the first and the second rounds. We can obsatethe average amounts sent by trustors
increase with the level of initial knowledge betweteustors and trustees in the first and
second rounds. We appreciate that those trustaéswiiom trustors hold a high level of
initial knowledge receive, on average, more thays¢htrustees with whom trustors have a
medium or low level of initial knowledge. Moreovdrustors send, on average, a larger

amount to trustees with whom there is a mediumlle¥enitial knowledge than to those
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trustees about whom trustors have a low level ialrknowledge. These conclusions hold

for both rounds.

Table 1. Descriptive statistics for the trustorstrust behavior in
the first and second rounds.

Level of initial knowledge Trustors’ trust behaviarthe Trustors’ trust behavior in the
first round second round
N Mean s.d. N Mean s.d.
High initial knowledge 33 3.061 1.088 33 2.606 B63
Medium initial knowledge 33 2.091 1.071 33 1.636 454
Low initial knowledge 33 1.455 1.227 33 1.212 1.516
Total 99 2.202 1.301 99 1.818 1.631

To check whether those observed differences indrsistrust behaviors depending on the
different levels of initial knowledge are statigiiy significant, we ran ANOVA analyses.
Table 2 reports the results obtained for each raainthe game. In the first part, we can
observe that the differences presented in tableith vespect to the trustors’ average
donations across the levels of initial knowledge statistically significant for our first trust
interaction. When looking at the second part of thble, we can see that the same
conclusions can be also drawn for the second rodimgrefore, hypothesis 1 is fully
supported for both rounds.

Table 2. ANOVA for the trustors’ trust behavior in the first and
second rounds.

Trustors’ trust behavior in the first round

Sum of df Mean F Sg.
sguares square
Between groups (Combined) 43.172 2 21.586 16.877 0.000
Linearterm Contrast 42.561 1 42.561  33.275 0.000

Trustors’ trust behavior in the second round

Sum of df Mean F Sg.
sguares square
Between groups (Combined) 33.697 2 16.848 7.124 0.001
Linearterm Contrast 32.061 1 32.061 13.557 0.000

15



We ran a multiple logistic regression to test higests 2. The results of the likelihood ratio

tests show that a trustor’s experiential knowletlge a significant influence on the type of
future trust outcomesx(4) = 22.447, p=.000). Table 3 reports the findings regarding t

parameter estimates. We compare pairs of outcotegardes. We specified ‘reciprocity’ as
the reference category. In the first part of theleawhen comparing the trust outcomes of
betrayal and reciprocity, we appreciate that thettr’s experiential knowledge significantly
influences whether the type of future trust outcemall be betrayal or reciprocity. When
looking at the second part of the table and comgathe categories of reciprocity and
reward, we observe that the trustor's experiedimdwledge significantly predicts whether
the type of future trust outcomes will be eithexaed or reciprocity.

Table 3. Type of trust outcome in the second round

B Sd. error Sg.
Betrayal vs. reciprocity Intercept -0.916 0.269 0.0
Experiential knowledge 0.899 0.312 0.004
Reward vs. reciprocity Intercept -1.488 0.352 0.000
Experiential knowledge 1.374 0.424 0.001

Note: R= .203 (Cox & Snell), .244 (Nagelkerke).

Discussion, limitations, and future research

Discussion

There appears to be some consensus in the literttat trusting relationships are important
and useful for a range of organizational activit®sch as teamwork, leadership and human
resource management (Six and Skinner 2010; TimrAbLR; Zeffane and Connell 2003).
Thus, literature has witnessed an increasing engpbadrust (e.g. Deery, Iverson and Walsh
2006; Kelloway et al. 2012) and, more specificably, interpersonal trust (Chang and Chi

2007; Chou et al. 2008; Webster and Wong 2008).
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Interacting with others, when it is impossible tontol their actions or even fully
understanding their motivations, makes interpersdnast interactions overwhelmingly
complex for individuals. Nonetheless, because meophtinually need to interact under such
unpredictable circumstances, they apply a varidtynethods for reducing this crushing
complexity. This is especially the case in intaad that are not fully governed by rules and
regulations (Fukuyama 1995), themselves compleeitipction methods. Initial and
experiential knowledge constitute two examples ahplexity-reduction tools used to cope
with trust interactions characterized by uncertaint

Previous literature on trust and management hasséaton the link between knowledge and
trust behavior among individuals known to each othétle is known, however, about the
relationship between different levels of initial dmedge and trust behavior. Moreover,
studies analyzing trust outcomes are also scardehawe not explored specifically which
factors influence the probability of the occurreméeeach type of trust outcome. This paper
contributes to fill both research gaps by invesitgathe influences of initial knowledge and
experiential knowledge on trust behaviors and toaustomes, respectively. We believe that
our analysis offers several contributions to litera on trust and management.

First, this work stresses the differences betwagst behavior and trust outcome. While most
of the previous literature has assumed trust benao be reciprocal between trustors and
trustees (Serva et al. 2005), we note that this do¢ necessarily happen in every case and
that trustors’ expectations play a key role in ustinding the trust outcomes arising from
interactions between trustors and trustees.

Second, we complement the literature on trust bggua dynamic approach to propose a
different role for the knowledge accumulated bystous before a trust interaction (i.e. initial

knowledge) and for the knowledge gained by trustbresughout a trust relationship with a
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trustee (i.e. experiential knowledge). While iditaowledge predicts well the trustors’ trust

behavior, experiential knowledge predicts trustoutes.

Third, the previous literature on trust has plaspdcial emphasis on identifying the factors
affecting an agents’ trust behavior (Mayer et &99). Studies conducted in several areas
have identified national culture, gender, and graupmbership as significant factors

influencing individuals’ trust behaviors (e.g. Bach Croson and Solnick 2008). Our results
complement prior studies by introducing initial kiledge into the analysis. These results
reveal that the level of initial knowledge betweetrustor and a trustee positively influences
the trustor’s trust behavior towards the trusteédbath rounds of the experimental game.

Therefore, hypothesis 1 is supported.

Fourth, we find that trustors’ experiential knowdgeddirectly affects trust outcomes. This

result supports hypothesis 2 and provides interggtieoretical contributions to the previous

literature. On the one hand, this paper shows thengial benefits of introducing the concept

of experiential knowledge in the literature on trand management (Mayer et al. 1995;

Schoorman et al. 2007) to help explain trust outefn®n the other hand, while prior works

on trust and management have approached trust mescseparately and have adopted
different definitions of the terms (e.g. Cropanzanad Mitchell 2005; Elangovan and Shapiro

1998; Serva et al. 2005), our paper enriches tlaigniented literature by simultaneously

analyzing all potential outcome types (i.e. bettageciprocity, and reward) that may arise

from a trust relationship. Our results reveal it accumulation of experiential knowledge

by trustors significantly predicts the type of trostcome emerging from trust interactions.

Limitations and future research

There are several opportunities for future reseasolme of which can address this study’s

limitations. First, the application field of ourrsple is rather narrow; it focuses on students
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under a Business and Economics Faculty. Therefmaation should be employed when
extrapolating these results to other disciplines areas. Testing our hypotheses in different
contexts and geographical areas could verify thielityaof our results. A second limitation is
the low number of iterations in our experiment; tinest game was played only twice.
Although prior literature has noted that simple @ymc models, when initiated with first-
period observed behavior, constitute appropriatitings for predicting how observed
behavior will evolve (Roth and Erev 1995), it woubd interesting to develop further
empirical studies that include a greater numbent&fractions among the agents to provide
some insight into how the influence of initial knedge and experiential knowledge evolves

regarding trust behaviors and trust outcomes.

References

Abele, S., Bless, H., and Ehrhart, K.M. (2004), ctab Information Processing in Strategic
Decision-Making: Why Timing Matters,Organizational Behavior and Human
Decision Processes, 93, 28-46.

Alge, B.J., Wiethoff, C., and Klein, H.J. (2003)When Does the Medium Matter?
Knowledge-Building Experiences and Opportunities Decision-Making Teams,’
Organizational Behavior and Human Decision Processes, 91, 26-37

Ashraf, N., Bohnet, I., and Piankov, N. (2006), ddeposing Trust and Trustworthiness,’
Experimental Economics, 9(3), 193-208.

Berg, J., Dickhaut, J., and McCabe, K. (1995), SIruReciprocity, and Social History,’
Games and Economic Behavior, 10, 122-142.

Bigley, G.A., and Pearce, J.L. (1998), ‘Strainingr fShared Meaning in Organization
Science: Problems of Trust and Distrugcademy of Management Review, 23(3),

405-422.

19



Blois, K. (1999), ‘Trust in Business to Businesdd@enships: An Evaluation of Its Status,’
Journal of Management Sudies, 36, 197-217.

Bohnet, I., and Zeckhauser, R. (2004), ‘Trust, Rasid Betrayal,’"Journal of Economic
Behavior and Organization, 55, 467-484.

Buchan, N.R., Croson, R.T.A., and Solnick, S. (2008ust and Gender: An Examination of
Behavior and Beliefs in the Investment Gamigurnal of Economic Behavior and
Organization, 68(3/4), 466-476.

Caldwell, C., Davis, B., and Devine, J.A. (2009)rust, Faith, and Betrayal: Insights from
Management for the Wise Believedgurnal of Business Ethics, 84, 103-114.

Camén, C., Gottfridsson, P., and Rundh, B. (2019, Trust or Not to Trust? Formal
Contracts and the Building of Long-Term Relatiopsti Management Decision,
49(3), 365-383.

Castelfranchi, C. (2008), ‘Trust and Reciprocityisithderstandings nternational Review
of Economics, 55(1/2), 45-63.

Chang, H.T., and Chi, N.W. (2007), ‘Human Resowamagers’ Role Consistency and HR
Performance Indicators: The Moderating Effect aétpersonal Trust in TaiwanThe
International Journal of Human Resource Management, 18(4), 665-683.

Chiles, T.H., and McMackin, J.F. (1996), ‘IntegrafiVariable Risk Preferences, Trust, and
Transaction Cost Economic#tademy of Management Review, 21, 73-99.

Chou, L.F., Wang, A.C., Wang, T.Y., Huang, M.P.d&heng, B.S. (2008), ‘Shared Work
Values and Team Member Effectiveness: The MediatdnTrustfulness and
Trustworthiness,Human Relations, 61(2), 1713-1742.

Cropanzano, R., and Mitchell, M.S. (2005), ‘Sodixichange Theory: An Interdisciplinary

Review,’ Journal of Management, 31, 874-900.

20



Davenport, T., and Prusak, L. (1998\orking Knowledge: How Organizations Manage
What They Know?, Boston, MA: Harvard Business School Press.

Deery, S.J., Iverson, R.D., and Walsh, J.T. (200B6Qward a Better Understanding of
Psychological Contract Breach: A Study of Custo®ervice EmployeesJournal of
Applied Psychology, 91(1), 166-175.

Derfler-Rozin, R., Pillutla, M., and Thau, S. (20,L850cial Reconnection Revisited: The
Effects of Social Exclusion Risk on Reciprocity,u$t, and General Risk-Taking,’
Organizational Behavior and Human Decision Processes, 112, 140-150.

Dohmen, T., Falk, A., Huffman, D., and Sunde, U0OQ@), ‘Representative Trust and
Reciprocity: Prevalence and DeterminanEsonomic Inquiry, 46(1), 84-90.

Doney, P.M., and Cannon, J.P. (1997), ‘An Examamaf the Nature of Trust in Buyer-
Seller RelationshipsJournal of Marketing, 61(2), 35-51.

Elangovan, A.R., and Shapiro, D.L. (1998), ‘BetilayfaTrust in OrganizationsAcademy of
Management Review, 23(3), 547-566.

Falk, A., and Fischbacher, U. (2006), ‘A Theory Ré&ciprocity,” Games and Economic
Behavior, 54, 293-315.

Fetchenhauer, D., and Dunning, D. (2009), ‘Do Peodplust Too Much or Too Little?,
Journal of Economic Psychology, 30, 263-276.

Fukuyama, F. (1995)rust: the social virtues and the creation of prosperity, New York: The
Free Press.

Gefen, D., Karahanna, E., and Straub, D.W. (2008)st and TAM in Online Shopping: An
Integrated Model,MIS Quarterly, 27, 51-90.

Gefen, D., and Straub, D.W. (2004), ‘Consumer TrustB2C e-Commerce and the
Importance of Social Presence: Experiments in eliits and e-ServicesQmega,

32(6), 407-424.

21



Graen, G.B., and UhI-Bien, M. (1995), ‘RelationsBipsed Approach to Leadership:
Development of Leader-Member Exchange (LMX) TheofyLeadership Over 25
Years: Applying a Multi-Level Multi-Domain Perspeat,’” Leadership Quarterly, 6,
219-247.

Gulati, R. (1995), ‘Does Familiarity Breed Trusthel Implications of Repeated Ties for
Contractual Choice in Alliancesicademy of Management Journal, 38, 85-112.
Holsapple, C.W., and Wu, J. (2008), ‘Building Etige Online Game Websites with

Knowledge-Based Trust,hformation Systems Frontiers, 10, 47-60.

Hotho, S., and Champion, K. (2011), ‘Small Busiesss the New Creative Industries:
Innovation as a People Management Challengariagement Decision, 49(1), 29-54.

Husted, B.W. (1998), ‘The Ethical Limits of Trust Business RelationsBusiness Ethics
Quarterly, 8, 233-248.

Janowicz-Panjaitan, M., and Krishnan, R. (2009)e&gures for Dealing with Competence
and Integrity Violations of Interorganizational Btuat the Corporate and Operating
Levels of Organizational Hierarchylournal of Management Studies, 46(2), 245-268.

Kelloway, E.K., Turner, N., Barling, J., and Loughl C. (2012), ‘Transformational
Leadership and Employee Psychological Well-Beindie TMediating Role of
Employee Trust in LeadershipiNork and Stress, 26(1), 39-55.

Kim, P., Ferrin, D., Cooper, C., and Dirks, K. (200'Removing the Shadow of Suspicion:
The Effects of Apology Versus Denial for Repairi@@mpetence- Versus Integrity-
Based Trust Violations,Journal of Applied Psychology, 89, 104-118.

Kramer, R.M. (1998), ‘Paranoid Cognition in Soc@&}stems: Thinking and Acting in the
Shadow of Doubt,Personality and Social Psychology Review, 2, 251-275.

Kumar, N. (1996), ‘The Power of Trust in ManufaeuRetailer RelationshipsHarvard

Business Review, 74(6), 92-106.

22



Laeequddin, M. and Sardana, G.D. (2010), ‘What Bsedrust in Customer Supplier
Relationship?,Management Decision, 48(3), 353-365.

Lewicki, R.J., and Bunker, B.B. (1995), ‘Trust inelgtionships: A Model of Trust
Development and Decline,” i€@onflict, Cooperation and Justice, eds. B.B. Bunker
and J.Z. Rubin, San Francisco: Jossey-Bass.

Lewicki, R.J., Tomlinson, E.C., and Gillespie, N2006), ‘Models of Interpersonal Trust
Development: Theoretical Approaches, Empirical Ewice, and Future Directions,’
Journal of Knowledge Management, 32(6), 991-1022.

Lount, R.B. Jr, and Pettit, N.C. (2012), ‘The Sb&antext of Trust: The Role of Status,’
Organizational Behavior and Human Decision Processes, 117, 15-23.

Luhmann, N. (1979)Trust and Power. Chichester, England: Wiley.

Mayer, R.C., Davis, J.H., and Schoorman, F.D. (}99B8n Integrative Model of
Organizational TrustAcademy of Management Review, 20(3), 709-734.

McKnight, D.H., Cummings, L.L., and Chervany, N.1998), ‘Initial Trust Formation in
New Organizational Relationshipg\tademy of Management Review, 23(3), 473-490.

Nambudiri, R. (2012), ‘Propensity to Trust and Qmgational Commitment: A Study in the
Indian Pharmaceutical SectorThe International Journal of Human Resource
Management, 23(5), 977-986.

Pesamaa, O., and Hair, J.F. Jr (2007), ‘More th@né&ship is Required: An Empirical Test
of Cooperative Firm Strategied/anagement Decision, 45(3), 602-615.

Pillutla, M.M., Malhotra, D., and Murnighan, J.K2Q03), ‘Attributions of Trust and the
Calculus of Reciprocity Journal of Experimental Social Psychology, 39(5), 448-455.

Redman, T., Dietz, G., Snape, E., and van der Bakg2011), ‘Multiple Constituencies of
Trust: A Study of the Oman Military;The International Journal of Human Resource

Management, 22(11), 2384-2402.

23



Rempel, J.K., Holmes, J.G., and Zanna, M.P. (198®)ist in Close Relationshipsjournal
of Personality and Social Psychology, 49, 95-112.

Resnick, P., Zeckhauser, R., Swanson, J., and Loo#wK. (2006), ‘The Value of
Reputation on eBay: A Controlled Experimeiibjerimental Economics, 9, 79-101.

Roth, A.E., and Erev, I. (1995), ‘Learning in Exsare-Form Games: Experimental Data and
Simple Dynamic Models in the Intermediate Terf@ames and Economic Behavior,

8, 164-212.

Rousseau, D.M., Sitkin, S.B., Burt, R.S., and CameZ. (1998), ‘Not so Different After All:
A Cross-Discipline View of TrustAcademy of Management Review, 23(3), 393-404.

Schoorman, F.D., Mayer, R.C., and Davis, J.H. (200An Integrative Model of
Organizational Trust: Past, Present, and Futukegdemy of Management Review,
32(2), 344-354.

Searle, R., Den Hartog, D.N., Weibel, A., Gillespie, Six, F., Hatzakis, T., and Skinner, D.
(2011), ‘Trust in the Employer: The Role of Highstilvement Work Practices and
Procedural Justice in European Organizatiohkg International Journal of Human
Resour ce Management, 22(5), 1069-1092.

Serva, M.A., Fuller, M.A., and Mayer, R.C. (2005)he Reciprocal Nature of Trust: A
Longitudinal Study of Interacting Teamslournal of Organizational Behavior, 26,
625-648.

Six, F., and Skinner, D. (2010), ‘Managing Trustdamhrouble in Interpersonal Work
Relationships: Evidence from Two Dutch Organizatioithe International Journal
of Human Resource Management, 21(1), 109-124.

Svensson, G. (2001), ‘Extending Trust and MutuaisTin Business Relationships Towards
a Synchronised Trust Chain in Marketing Channéfighagement Decision, 39(5/6),

431-440.

24



Than, S., Crossley, C., Bennett, R.J., and Scze8ny2007), ‘The Relationship Between
Trust, Attachment, and Antisocial Work Behaviondpman Relations, 60(8), 1155-
1179.

Timing, A.R. (2012), ‘Tracing the Effects of Empkx®y Involvement and Participation on
Trust in Managers: An Analysis of Covariance Stues,’ The International Journal
of Human Resource Management, 23(15), 3243-3257.

Tregaskls, O., Edwards, T., Edwards, P., Ferner, #&d Marginson, P. (2010),
‘Transnational Learning Structures in Multinatiorf@rms: Organizational Context
and National Embeddednesldiman Relations, 63(4), 471-499.

Webster, J., and Wong, W.K.P. (2008), ‘Comparingditronal and Virtual Group Forms:
Identity, Communication and Trust in Naturally Ooong Project Teams,The
International Journal of Human Resource Management, 19(1), 41-62.

Wong, Y.T., Wong, C.S., and Ngo, H.Y. (2012), ‘TB#ects of Trust in Organisation and
Perceived Organisational Support on Organisati@itatenship Behaviour: A Test of
Three Competing Models,' The International Journal of Human Resource
Management, 23(2), 278-293.

Zeffane, R., and Connell, J. (2003), ‘Trust and HRM the New Millennium, The

International Journal of Human Resource Management, 14(1), 3-11.

25



