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The Importance of Trust
Trust is the foundation of all collaborative enterprise, whether for growing a family, enjoying friends,
prospering in marriage, running a government, winning in sports, or building a profitable business.
However, all too often, trust is given little attention, not because of its lack of importance, but because
the pitiful lack of understanding of this crucial element of personal and business success.
In our comparative analysis of prosperity among countries, there is a clear correlation between a
country’s trust rating 1 and the prosperity of its people; it is no coincidence that out of the ten most
highly trusted nations across the globe, nine weigh heaviest on the Happiness Index. 2
This same correlation holds for companies competing within in industry segment. We compared three
industries, steel, autos, and airlines. In each of these industries, strategy plays only a very limited role,
technology is equalized for each competitor, change is relatively linear, and the inputs from suppliers
and outputs to customers are basically same for virtually all competitors. 3
In each of the industry clusters, the clear advantage went to the high-trust competitor. Why? Primarily
because trust provided key competitive edges: the most trusted companies outperformed their rivals by
reducing transaction costs, reducing complexity, accelerating innovation flows, increasing individual
performance within teams and across organizational boundaries, and developing highly effective
alliances with suppliers and customers. For example, by focusing on improving trust in software
debugging teams, team productivity increased anywhere from 20-200%. 4
What’s more, trust creates more than just higher performance. Retention of the best employees is also
a major factor. Economist John Helliwell of the University of British Columbia found that just a 10%
increase in trust produced a sense of well-being that was equal to a $40,000 (USD) pay increase, 5
resulting in far greater personnel stability within the organization.

Is the Age of Distrust Real?
Our times have been referred to as the AGE of DISTRUST. Is it true? Or are we just more sensitive now?
To determine the State of Trust and if there is a real Trust Deficit across Europe, we did an analysis of
the hard data on trust.
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See Transparency International (2010), and chart in Appendix
See Gallap Poll Happiness Index (2005-2009) in Appendix
3
See chart in Appendix
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Personal discussions with senior software developer, Ross Smith at Microsoft
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Helliwell, J. F., & Wang, S. (2011). Trust and wellbeing. International Journal of Wellbeing, 1(1), 42-78. Analysis of
data from Canada & U.S. of nearly 30,000 survey respondents.
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Despite the compelling evidence of the trust advantage, and years of emphasis on ethics, trust
continues to teeter on the edge of uncertainty throughout Europe and in America.
There are serious signs of stress in the public’s perception of our institutions. 6 The 2010 Eurobarometer,
the EU Commission’s regular assessment of Public Opinion 7 reported less than encouraging statistics;
ranking institutions from the most to the least trusted:
•
•
•
•
•

•

Army (trusted by 70%)
Small Business Enterprises (SMEs) (66%)
Justice and the Legal System, (47%)
Religious Institutions (40%)
Banks (40%) (Even in Switzerland, considered the bastion of banking worldwide, 49% of Swiss
are distrustful of banks. In another 2011 poll8, Banks have not fared well, being distrusted by
56% of Europeans.)
Trade Unions (38%)

At the bottom are those institutions trusted by less than a third of the populace:
•
•
•
•

Parliament (31%) and National Government (28%)
Large Corporations (30%)
Political Parties (meager 15%)
Advertising was trusted only by a mere 14% of Europeans 9

As a profession, politicians are at the bottom of the heap, trusted by only 8% of Europeans. In fact, in
one European poll 10 of 33,000 people, car salesmen were twice as likely to be trusted as politicians (16%
versus 8%). One can only surmise with trepidation how low confidence has to plummet in democratic
institutions before the very foundations of democracy are in peril.

Examples of how Several Different Countries Perceive Trust
In the UK, Britons believe business people will be 10 times more likely to lie than a doctor, but
government ministers, journalists, and politicians were rated even worse. 11 More than 80% of Britons
expect their politicians and government ministers to lie. The only good news: These figures have
changed little in 25 years, mired in a generation of oblivion and skepticism.

6

2011 Readers Digest Poll of 33,000 Europeans (including Eastern Europe, excluding UK, Spain, Italy)
Eurobarometer Publication 74, pp 25-27, 27 European Union Member States, ~ 27,700 interviews
the four candidate countries2 (Croatia, the former Yugoslav Republic of Macedonia,
Turkey and Iceland), ~4,00 interviews
8
Reader’s Digest Most Trusted Brands Survey 2011~33,000 people
9
Reader’s Digest Trusted Brands Survey 2011
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Reader’s Digest, Trusted Brands Survey, 2011
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2009 Ipsos-MORI Survey , ~2000 people
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The French are more cynical. Only 19% of French people trust government and the banking system, and
less than 30% trust the press (exceeded in Europe only by 12% of Russians willing to give the press a
trustworthy rating) 12
While nearly 50% of Germans trust the press to tell the truth, only 6% believe that advertising is
trustworthy.13 In Switzerland, considered one the top 10 most trusted countries in the world, 14 nearly
half the country trusts neither its banks, nor international companies, nor its government, nor the
press. 15
In North America, Canadians see business as their least trusted institution. But in the United States, trust
has sunk to perilous levels. Trust in government has plummeted from a high in the early 1960s of nearly
80% to an all-time low, now mired at 19%.16 Only 23% of Americans would trust a judge to give a fair
verdict in a trial, and an appalling 25% of Americans trust banks, 14% trust accounting firms, 13% trust
life insurance companies and financial planners, 12 % trust health insurance companies, and a meager 4
% trust Wall Street and Credit Card Companies (and 3 out of 5 Americans trust none of these). 17 It seems
few people are paying attention to this perilous problem.
While we are more connected today than ever, we are more transactional and less compassionate and
focused on the greater good of all, which is one of the fundamental tenets of trust.

Case Example: One Profession & Industry -- Journalism and the Economics of Trust
Currently the Press is undergoing a tremendous upheaval. Its economic foundations are being
challenged by other media resources, particularly by the internet. A careful analysis will show that 57%
of Europeans don’t trust the press 18 and even more – 81% don’t trust advertising. (In two of Europe’s
major population centers: Britain and France, the distrust of journalists runs significantly higher).
In France, as in many other countries, people no longer regard the press and politics as independent of
one another, a malaise that is spreading across Europe, according to a 2008 Eurobarometer poll of 27 EU
countries. Sadly, this figure is significantly lower than it was a decade earlier as “trust in the media is
ebbing away.” 19
Both journalism and its economic base, advertising, are highly distrusted in the eyes of the European
consumer; the two pillars of the journalistic profession have collapsed. Consumers have lost confidence
in the fourth estate. Compare this to the fact that nearly half of the European populace trusts the
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Reader’s Digest Trusted Brands Survey 2011
Reader’s Digest Trusted Brands Survey 2011
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Transparency International, Corruption Perceptions Index, October 2010, page 3
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Reader’s Digest Trusted Brands Survey 2011
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Pew Research Foundation, April, 2010
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Harris Polls, 2008-2009
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Reader’s Digest Trusted Brands Survey 2011
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Association of European Journalists Report, November 2008, William Horsley, author
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internet 20. Trust is unquestionably a key issue in understanding the shifts away from traditional media,
yet it seems no one is trying to attract customers based on rebuilding trust in the traditional media.

Can Trust Improve?
Is the whole world just going negative, or can things improve? In Britain, over the last 25 years, while the
overall trust level has not improved, the public’s trust esteem in doctors, teachers, and professors has
risen by a wholesome 10%, while clergy have fallen by that same amount, and other professions have
faltered as well. However, “not getting worse” is faint praise for something as precious to human wellbeing and economic performance as trust.
In Eastern Europe, trust has improved with the demise of the Communist regimes, but the legacy of
distrustful cultures promises to linger for years to come.
Trust is an orphan in the academic world; its interdisciplinary nature means that no one field of
expertise “owns” the authoritative keys to understanding trust. Thus it belongs neither to the
specializations of psychology, philosophy, business, strategy, biology, neuroscience, anthropology,
sociology, nor political science. Yet all of these disciplines hold a part of the puzzle to understanding the
nature of trust. Without a strong “architecture” for trust (which we address in our work on trust), we
cannot expect much progress in the future.
We believe that with a good grasp on the realities of how trust is both destroyed and formed, a leader
can be highly effective in building an organization that leverages the advantages of trust.
What Must Be Done
The first step is to recognize the critical importance of trust in business and government. Trust is the life
blood of all human relationships. As Confucius observed more than two thousand years ago, without
trust, life is not worth living, for trust is the foundation for the flourishing of any civilization.
Second, we believe it is vital to place a high premium on creating trust, not only for its economic value
deriving from lower transaction costs, improved communication of needs and opportunities with
customers and suppliers, increased innovation flow, but also because of the well-being it creates for the
workforce and for customer loyalty. Trust is the enabling mechanism for creating real synergies.
Third, leaders must develop a reasonable understanding of the nature of trust, just as they have a basic
understanding of professional standards, profit and loss statements, marketing plans, and budgets.
Understanding the nature of trust involves knowing how the brain responds to fear, the means of
destroying trust, the types of trust that can be produced, and the key principles that bring it into being.
(These factors are the fundamentals in the Trusted to Lead book).
And fourth, make a powerful commitment to trust as the foundation and central organizing principle of
any organizational culture. Hiring, training, and promotion should all be done with trust as a core theme.
20
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From The Warren Company Industry Analysis of Trust in Industries in U.S. and Canada
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From Reader’s Digest Poll -- 2011
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Ipsos MORI Study 2009 – Great Britain ONLY
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Pew Research Foundation April 2010
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