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ABSTRACT / SUMMARY

PERSPECTIVES ON TRUST IN BUSINESS ALLIANCES IN THE BLACK ECONOMIC
EMPOWERMENT CONTEXT: A Q METHODOLOGICAL APPROACH

by
KP MOALUSI
PROMOTOR : Prof. M. Coetzee
DEPARTMENT : Industrial and Organisational Psychology

DEGREE : D Comm

This study endeavoured to uncover the trust experiences of individuals involved in business
alliances between traditional companies (TCs) and historically disadvantaged institutions
(HDIs) with a view to constructing a model that would facilitate a better understanding of
organisational trust within these institutions. The theoretical study proposed a theoretical
model of trust in the alliances between TCs and HDIs within an economic empowerment
domain. The empirical study employed Q methodology to investigate the trust experiences of
the participants. The 25 individuals who participated in the study were selected by means of
both non-probability purposive and snowball sampling The participants were presented with
the Q sample containing 50 items which they had to sort in accordance with the instruction
given. The post-Q sorting interview was conducted to give the participants a chance to

expound on their reasoning for the sorting of the Q sample.

Data were analysed using Pearson product-moment correlation and factor analysis. Six
factors revealed participant s 6 aetorp €Sincestntuus
alliances), Factor B (Values trust alliances), Factor C (Duped trust alliances), Factor D
(Vigilant trust alliances), Factor E (Deceitful trust alliances) and Factor F (Inclination to trust

alliances).

The trust experiences of the six groups were used to theorise about the association between
the participant s 0 theirperfernaneeompteerPosdive arel degatinediffect
Schedule (PANAS). In the main, the study found that groups that had pleasant trust
experiences with their partner organisations exhibited have high positive affect (PA) and low

negative affect (NA).

of



Although exploratory in nature, the study contributed an empirically derived theoretical
framework of cognitive and affective trust within business alliances that may be further
investigated in future research endeavours. In this was it identified and proposed a modus

operandi for closing the trust gap.
Key terms:

Trust, business alliances; Black economic empowerment; Qualitative research; Q

methodology; Affect; Affective trust; Cognitive trust; Harmonised model.
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CHAPTER 1: SCIENTIFIC OVERVIEW OF THE RESEARCH

The study focused on uncovering the experiences of participants in business alliances
between traditional companies (TCs) and historically disadvantaged institutions (HDIs) on
the phenomenon of trust and with a view to developing a model that would facilitate a better
understanding of trust in these institutions. The background to the research illuminated the
context of the study. The statement of the research problem described the central question
that lay at the core of the research study. The general aim of the study was stated. This was
followed by a statement of the aims of the literature review and also the empirical aims of the
study. The theoretical, empirical and practical significance of the study was then discussed.
The concept of paradigm and the paradigmatic location of the study were then explained.
Finally, the research design used for the purposes of the study was illuminated. In view of
the fact that several researchers are often unfamiliar with the Q methodological design of the
study a detailed explanation is sometimes provided.

11 BACKGROUND TO AND MOTIVATION FOR THE RESEARCH

Prior to 1994 South Africa was characterised by racial separation with the various race
groups being classified into different strata with whites at the apex (Davies, 2012). The
majori t y of t he cwere canfingddoghe pimgesmflthee national economy (Hart &
Padayachee, 2013; lhederu, 2004). The context of this study is the economic empowerment
of the previously disadvantaged segments of South African society and is aimed at
circumventing the existing economic inequities. In this context business alliances with TCs
are viewed as a vehicle for the economic empowerment of the HDIs (Ahwireng-Obeng &
Ogunjobi, 2001; Emuze & Adlam, 2013). Trust has become a significant component of
organisational life and also a crucial issue in the wider discourse on organisational
psychology (Das & Kumar, 2011; Dowell, Heffernan, & Morrison, 2013; Tahtinen & Blois,
2011). The focus of the study is to uncover the trust experiences of individuals involved in
alliances between TCs and HDIs with a view to constructing a model that would facilitate a

better understanding of organisational trust within these institutions.

The aim of the discussion on the notions of black economic empowerment and business
alliances between TCs and HDIs is to illuminate the context of the study. Accordingly, these
contextual issues are elucidated first. The concept of black economic empowerment is
explained as it highlights the specific and unique South African setting within which the study
was conducted. This explanation of the phenomenon of black economic empowerment was

deemed to be important as alliances between TCs and HDIs are intended to serve as an
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economic empowerment conduit for the latter (Ahwireng-Obeng & Ogunjobi, 2001). The
similarities and divergences between the trajectories of Afrikaner and Malaysian economic
empowerment were discussed and the contemporary South African economic empowerment
applications critically analysed. The challenges that continue to confront black economic
empowerment persist (Hart & Padayachee, 2013). These issues are elaborated upon in

chapter 2.

In order to remain competitive business organisations strive to, among other things, design
products and render services of a superior quality and, thus, increase their market share
(Mohr, Garnsey, & Theyel, 2013; Reuer & Tong, 2010; Yang, Lin, & Peng, 2011). However,
such competitive traits may sometimes be beyond the capabilities and repertoire of skills of
many organisations. Consequently, as individual entities, organisations may be unable to
continuously re-invent themselves and to recognise concealed growth opportunities such as
access to markets (Reuer & Tong, 2010).

The review of relevant literature revealed that organisations that operate in highly
competitive business environments or in what is generally referred to as hyper-turbulent
environments employ a plethora of methods in order to continuously reinvent themselves
(Das & Kumar, 2011; Elmuthi & Kathawala, 2001; Goss, Pascale, & Athos, 1993; Meyer,
Goes & Brooks, 1993; Yang et al.,, 2011). An increased organisational change in the
direction of increasing complexity was first noted by, among others, Emery and Trist (1965).
The current business landscape is characterised by extreme uncertainties and volatility.
These uncertainties and the environmental volatility may be the resultofa s peci f i
fast-paced technological changes and the intensity of competition which may be
exacerbated by new competitors entering the market (Xie, Peng, & Zhao, 2012).

When competitiveness appears to be tenuous and out of reach because organisations do
not possess the necessary resources and required competencies, they often form
partnerships or business alliances with the very companies that have upset the competitive
balance (Choi, Garcia, & Friedrich, 2010; Dahl, 2014; Hamel & Prahalad, 1989). There are
numerous reasons why business organisations enter into alliances but they all revolve
around the quest for competitiveness (Li, 2013). Broadly speaking, business alliances
provide organisations with benefits that are both tangible, for example, capital and intangible,
for example, knowledge of the markets, experience and skills (Aadne, Von Krogh, & Roos,
1995; Gomes, Barnes, & Mahmood, 2014; Omar & Mohan, 2010; Reuer & Tong, 2010). The

reasons why organisations form alliances are elaborated upon in chapter 3.
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Forming external relationships plays an extremely important role in business strategy,
particularly for small business development (Street & Cameron, 2007; Vandaie & Zaheer,
2014). Business alliances may be described as a mode of organising which may encompass
cooperation or collaboration between two or more organisations with the aim of achieving
their mutual goals (Li, 2013). Alliances are sometimes viewed as ephemeral because they
are formed to achieve specific strategic intents and are, therefore, not necessarily a
permanent mode of organising (Feller, Parhankangas, Smeds, & Jaatinen, 2013;
Sambasivan, Siew-Phaik, Mohamed, & Leong, 201). Alliances are varied in terms of
organisation and they include licensing agreements, joint ventures, distribution and supply
agreements, research and development partnerships and technical exchanges (Choi et al.,
2010; Inkpen & Currall, 2004). These cooperative relationships have become a common
form of organisation, necessitated by both global competition and the concomitant need for
organisations to remain competitive (Omar & Mohan, 2010; Wu, 2013). Business alliances
may also be formed to comply with government requirements that make it imperative for
local business organisations or businesses owned by the previously disadvantaged to
participate in inter-organisational business ventures (Emuze & Adlam, 2013; Ramli,

Kamarunzaman, & Ramli, 2013).

Germane to the South African context i s the go\y
policy that strives to encourage the economic empowerment of the previously disadvantaged
people through, inter alia, the formation of business alliances between black and white
organisations (Ahwireng-Obeng & Ogunjobi, 2001; Broad Based Black Economic
Empowerment Act 53 of 2003; Thomas, 2014). TCs that form such alliances may, in return,
earn points that enable them to participate in procurements that involve state institutions
(Ahwireng-Obeng & Ogunjobi, 2001; Emuze & Adlam, 2013; Osborn & Hagedoorn, 1997;
Thomas, 2014). One may, therefore, surmise that such alliances may be dictated by the
business needs of an organisation although the ultimate decision to form an alliance with an
HDI may be elicited by the ¢goasencentmesnotT€sthas uasi on

participate in such business endeavours.

The implications of the preceding discussion for alliances between TCs and HDIs may be
considered in the light of the historical socio-economic and political arrangements in South
Africa. There have been reports on some TCs using a number of HDIs as a fagade for black
economic empowerment in post-apartheid South Africa (Thomas, 2014; Van Scheers, 2010).
In view of the historical socio-economic and political relations between blacks and whites as
well as the reports incriminating some TCs for fronting or using HDIs as tokens (Emuze &

Adlam, 2013; Van Scheers, 2010), one may hypothesise that the trust challenges facing TCs
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and HDIs in South Africa are monumental. However, this and related suppositions may be
reconciled only through systematic, empirical investigations that uncover the experiences of
those involved in alliances between formerly white and black business organisations. While
the focus of this study is to investigate the experiences of individuals who participate in
business alliances between TCs and HDIs with a view to constructing a model that may
facilitate a better understanding of organisational trust in the South African economic
empowerment domain, it is essential that the contextual issues such as black economic

empowerment and business alliances are first clarified.

The challenges that business organisations faced towards the end of the previous century
heralded collaboration and co-operation across organisational boundaries even between
erstwhile competitors (Grant & Baden-Fuller, 2004; Park et al., 2014; Yang et al., 2011). The
global business environment induces organisations to form relationships with other
organisations when the competitiveness of the former appears to be tenuous. These
organisations sometimes form these relationships with the companies that upset the
competitive balance in the first place (Dahl, 2014; Hamel & Prahalad, 1989; Park,
Srivastava, & Gnyawali, 2014). Complex relationships that cross organisational boundaries
as well as national borders and cultures have become a dominant feature of business for
many organisations (Gomes, Barnes, Mahmood, 2014; Kobernyuk, Stiles, & Ellson, 2014;
Nielsen, 2011). Such relationships often involve productively combining and integrating
complementary resources and skills as well as the sharing of assets, including invisible
assets such as knowledge (Das & Kumar, 2011; Zhang & Chen, 2015). Business
organisations are then able to access resources outside their purview as a result of inter-
organisational relationships such as alliances. Nevertheless, it must be borne in mind that
business partnerships are largely dictated by the emerging market conditions and are not a
substitute for market competition (Pucik, 1988; Raza-Ullah, Bengtsson, & Kock, 2014; Wu,
2013).

There are numerous reasons why some organisations form alliances despite risks such as
opportunistic behaviour on the part of those with which they partner. These include the

following:

1 Accessing new markets: An alliance partner may offer an organisation an opportunity
to expand through access to new marketing and distribution channels (Akande,
Adetoun, Tserere, Adewayi, & Akande, 2010)

1 Lowering production costs especially in high risks, technology intensive projects that

require huge capital investment (Chung & Beamish, 2011).
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1 Economies of scale are reduced through alliances such as when the cost per unit is

reduced due to increased production (Zoogah, Vora, Richard, & Peng, 2011).

1 Alliances provide the partnering organisations with the opportunity to learn (Nielsen &
Gudergan, 2012).
1 According to Elmuthi and Kathawala (2001), organisations form business alliances

because they need to access the new technology that resides in the other partner.
Without the partnership the technology would remain inaccessible to the organisation
(Akbande et al., 2010; Lei & Slocum, 1991). Organisations are able to pool their
resources so that they are jointly able to create new technology (Mohr et al., 2013).

1 Alliances minimise financial risks, for example, when venturing into R&D initiatives in
order to develop new product. The financial risks are thinly spread (Elmuthi &
Kathawala, 2001; Zoogah et al., 2011).

1 Smaller organisations are able to compete. Lumineau, Fréchet and Puthod (2011)
lucidly illustrated how a business alliance may enable a small business organisation
to pursue business interests that would otherwise have been far outside of its
financial scope.

1 Some alliances are formed as a result of government suasion and legislation.

Business alliances represent an attractive way of organising for organisations of various
sizes and shape. They often become a formidable mode of organising and competing
because of the complementary resources from the partner organisations (Mohr et al., 2013).

However, the formation of business alliances is no guarantee of competitiveness and the
effectiveness and responsiveness of the alliance. The corporate landscape is littered with
business alliance failures (Choi, et al., 2010; Chung & Beamish, 2012; Das & Teng, 2000;
De Bond & Bouchikhi, 2004; Munyon, Perryman, Morgante, & Ferris, 2011). Properly
connected and engaged representatives of the alliance partners are critical for effective

alliance performance (Robson, Katsikeas, & Bello, 2008).

A complex fAglued i s r eq wipartiedin thealliakce sogethdr. hleis
generally believed that the concept of trust is central to keeping the parties together and that
it is essential for the effective functioning of a business alliance (Aadne et al., 1995; Tahtinen
& Blois, 2011; Hoffman & Schlosser, 2001; Lok, Rhodes, & Walters, 2011; Zhang, 2011).
Thus, for any business transaction to take place it is essential that there is a degree of trust
between the parties (Hardwick, Anderson, & Cruickshank, 2013; Sklavounos & Hajidimitrou,

2011). The issue of trust has been studied in a variety of business arrangements, including
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mergers and acquisitions as well as marketing (e.g. Arnott, 2007; Brahma & Chakraborty,
2009). In business alliances, where the exchange between parties happens across
organisations, the issue of trust becomes more complex as it becomes more difficult to
monitor the exchange than may otherwise have been the case (Das & Kumar, 2011; Dowell
et al., 2013; Sklavounos & Hajidimitrou, 2011).

Trust is explained as a psychological state characterised by positive belief about the
behaviour of others (Harris & Wicks, 2010). Trust is also defined as the willingness of the
trustor to be vulnerable to the trustee and based on the expectation that the trustee will
perform a particular action which is important to the trustor, irrespective oft he t rabilgyt or 6 s
to monitor or control the trustee (Mayer, Davis, & Schoorman 1995). Trust may be explained
as a multi-dimensional construct that may evolve with a relationship (Nielsen, 2011). Trust
in business alliances is a complex construct that has been studied in relation to the stages of
the alliances, for example, trust prior the formation of an alliance which focuses on
conditions conducive for the formation of an alliance as well as trust during the alliance
which focuses on alliance outcomes (Schilke & Cook, 2013; Sklavounos & Hajidimitrou,
2011).

Trust also becomes more complex in instances in which the organisations in a partnership
are direct competitors and the alliance is characterised by rivalry (Park et al., 2014; Wu,
2013). Under such conditions the alliance is often characterised by tension which is
encapsulated in the notion of coopetition (Bengtsson & Kock, 2014; Dahl, 2014; Henderson
& Smith-King, 2015). In terms of coopetition, organisations in alliances collaborate with each
other in some business activities but simultaneously compete in others (Bouncken &
Fredrich, 2012; Dahl, 2014; Tidstrém, 2014). Therefore coopetition is a blend of the terms
collaboration and competition and exemplifies the tension embedded in certain forms of
alliances (Bengtsson & Kock, 2014; Fernandez, Le Roy, & Gnyawali, 2014; Tidstrom, 2014).
It depicts a paradox in terms of which two organisations cooperate in some activities and
simultaneously compete in others (Bengtsson & Kock, 2014; Bouncken & Fredrich, 2012;
Dahl, 2014; Park et al., 2014; Raza-Ullah, Bengtsson, & Kock, 2014; Wu, 2013). In
coopetition relationships trust is likely to become a challenge although still feasible as the
cooperative interactions between competitors often gradually change (Dahl, 2014; Yami &
Nemeh, 2014). The existing literature on coopetition abounds with suggestions on methods
and approaches to managing tension and performance in such alliances (Bengtsson & Kock,
2014; Fernandez et al., 2014; Tidstrom, 2014). For example, some researchers refer to

coopetition in alliances whose fundamental purpose is innovation performance (Park et al.,



2014; Yami & Nemeh, 2014). Balanced coopetition occurs when the competition between

alliance partners is moderately high and cooperation is high (Park et al., 2014).

Trust may be viewed as a glue that holds alliance partners together while a lack of trust
remains one of the significant challenges likely to impede the functioning of alliances (Crisp
& Javenpaa, 2013; Dowell et al., 2013; Kocoglu et al., 2011; Kong, 2015; Sklavounos &
Hajidimitriou, 2011; Ueltschy, 2013). As argued in chapter 3, trust has become a vital
concept for explaining business behaviour and successful relationships in organisational
settings (Bachmann & Inkpen, 2011; Dowell et al., 2013; Huang & Wilkinson, 2014).

Trust is a fundamental element of inter-organisational linkages (Dowell et al., 2013). A lack
of trust inhibits the partners in an alliance from exchanging information or other assets in the
interests of realising alliance goals. In view of the fact that parties to the alliance anticipate
opportunistic behaviour on the part of the partnering organisation, they tend to limit their
contribution to the partnership (Das & Kumar, 2011). It may, therefore, not be implausible to
imagine that the inclination to limit contributions to a partnership might be both common and

extensive in alliances which are characterised by coopetition.

Trust is considered to be a key factor in the creation of a milieu conducive for learning by

business partners (Das & Kumar, 2011). Learning between the partnering organisations is,

inter alia, dependent on each partner 6s i nv-aonbking me nt

processes. A high degree of mutual involvement in the strategic decision making process of

the alliance will impact on the learning outcome (Omar & Mohan, 2010; Saxton, 1997).

The above discussion highlighted the context in which organisational trust in alliances
between TCs and HDIs has been investigated. In fact, organisational trust in both intra-
organisational and inter-organisational relations has become a pivotal topic in the field of

organisational psychology (Harris & Wicks, 2010).

Boersma, Buckley, and Ghauri (2003) defined trust in the context of an alliance as the
expectation that a party to the alliance may be relied upon (promissory contract), will perform
his/her side of the contract professionally and competently (competency-based contract) and
that, even if there are no explicit promises to be fulfilled, the party to the alliance will behave
honourably (goodwill-based contract). Trust is, thus, explained as the belief that trustee to
the exchange relationship will take advantage of the vulnerabilities of the trustor (Sklavounos
& Hajidimitrou, 2011). For the purposes of this study, the notion of trust excludes mutuality

because, in an alliance relationship, there is a trustor and a trustee organisation. For
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example, the focal organisation (trustor) may trust organisation B (trustee) although
organisation B may not return the trust. The trustor organisation renders itself vulnerable by
its willingness to take risks such as a willingness to share business information with the
trustee organisation. In the event of the trustor organisation engaging in risk-taking
behaviour, the trustee organisation may take advantage of the trustor and either act
opportunistically or appropriate such information. It is for this reason that the study did not
espouse the element of mutuality in trust (Mayer et al., 1995).

The foundation of all business alliances is the relationship between the people who conceive
of, develop and maintain such alliances (Eisenhardt & Schoonhoven, 1996; Gerlach, Porst,
& Steiner, 2007; Lawrence & ul-Hag, 1998; Sklavounos & Hajidimitrou, 2011). Individual
partner representatives work through the organisational complexity inherent in alliances by
co-ordinating and integrating the resources and skills required to achieve the alliance goals.
Trust facilitates the social structuring and mobilisation that enables the partners in an
alliance to overcome organisational complexity (Arranz & De Arroyabe, 2012; Eisenhardt &
Schoonhoven, 1996; Gulati, Wohlgezogen, & Zhelyazkov, 2012). Social structuring refers to
the links between an alliance network that facilitate the creation of conduits for the alliance
work (Robson et al., 2008).

As already explained, trust plays a central role in the effective functioning of a business
alliance and also the achievement of the alliance goals (Aadne et al., 1995; Dowell et al.,
2013; Lok, Rhodes, & Walters, 2011; Vanneste, Puranam, & Kretschmer, 2014; Zhang,
2011). As such trust is perceived as a business imperative and as more than merely a
social virtue (Shockley-Zabalak, Ellis, & Cesaria, 2000). A lack of trust is often seen as a
root cause of the failure of many business partnerships (Das & Kumar, 2011; Gerlach et al.,
2007). In those business alliances in which the exchange between parties happens across
organisations, trust becomes even more complex as it may be difficult to monitor the
exchange (Sklavounos & Hajidimitrou, 2011; Das & Kumar, 2011). Robson et al. (2008)
embraced the argument that trust has desirable effect on alliances but they cautioned
against an unquestioning positive view of trust which may be too simplistic. Chapter 3
elucidates the issues of organisational trust and culminates in the formulation of a theoretical

model.

Trust comprises both cognitive and affective dimensions (McAllister, 1995). While existing
literature on organisational trust generally acknowledges the fundamental role of cognition,
emotions have received relatively scant attention (Mayer et al., 1995; Schoorman, Mayer, &
Davis, 2005; Tahtinen & Blois, 2011). Andersen and Kumar (2006) have noted that the
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formation of trust in business relationships is dominated by the cognitive perspective.

Asserting that affect has received scant and often superficial attention in the field of
organisational trust, this study endeavoured to theorise about the association between affect
and trust in alliances between TCs and HDIs. As a result, chapter 4 has two aims, namely,
(1) to explain, based on relevant literature, the notion of emotions in both work and non-work
contexts and (2) to posit a hypothesis regarding the association between trust and affect in
TCs and HDIs. The study investigates organisational trust and affect by theorising about the
interplay between the two constructs and their manifestation in alliances between HDIs and
TCs.

It may be inferred from the preceding discussion that the existing literature on organisational
trust has revealed significant progress in the study of the construct. As will become evident
elsewhere in this study the call by Schoorman et al. (2007) to study organisational trust in
different contexts has been receiving considerable attention while organisational trust in the
South African context has also received some attention (Heyns & Rothman, 2015; Martins &
Von der Ohe, 2011; Van der Berg & Martins, 2013). However, the dearth of organisational
trust research on business alliances, specifically on alliances between TCs and HDIs in the
South African context, persists. This study responded to the call made by Schoorman et al.
(2007) by investigating the issue of trust in alliances between TCs and HDIs and exploring

the association between trust and affect.

1.2 PROBLEM STATEMENT

The significance of trust in business alliances has been widely reported upon while the
challenges that continue to impede the development or progress of the study of trust are
explained in terms of various conceptualisations of the construct and its multi-dimensional
nature (Nielson, 2011; Whipple et al., 2013). Hernandez and Dos Santos (2010) observed
the widespread disagreement in terms of both the definition and the measurement of trust
which has led to the development of a myriad of notions and measures of trust. Some of
these disagreements have been explained in terms of the different contexts within which
trust is studied (Caple, 2012). Kramer and Lewicki (2010) acknowledged differences in the
conceptualisation of the construct but also identified the convergences which have emerged.
According to Kramer and Lewicki (2010), these convergences revolve around the recognition
that trust is fundamentally a psychological state which is characterised by positive

expectations about the behaviour of others.



Mayer et al. (1995) defined trust athebehadourt rust or
of the trustee based on the expectation that the trustee will not abuse that vulnerability

irrespective of the ability of the trustor to monitor or control the trustee. Trust includes both

cognitive and affective dimensions (McAllister, 1995). This duality inherent in the concept is
acknowledged in the broader organisational trust literature (Fan, Anantatmula, Nixon, &

Kasprzak, 2012; Schoorman et al., 2007). Based on the thesis that affective trust is

premised on close affective bonds and interpersonal relationships (McAllister, 1995;

Webber, 2008), the notion that individuals involved in alliances may associate their

participation in such alliances with certain emotions becomes plausible, although not

definite.

Whilst the association between emotions and affective trust may be straightforward, it is
possible that research may reveal a more complex interaction between emotions and trust.
For example, shared goals between alliance partners are positively and significantly related
to both cognitive and affective trust (Zur, Leckie, & Webster, 2012). Cognitive trust is linked
with beliefs about ability, dependability and competence while affective trust is grounded on
reciprocal feelings, care and concern (Das & Teng, 1998). Emotions and affective states
have a major impact on trust which, in turn, has a fundamental influence on the behaviour of
team members or partnering organisations (Andersen & Kumar, 2006; Tenzer, Pudelko, &
Harzing, 2014). There has been some progress in research on the association between trust

and emotions reported in the last two decades (Andersen & Kumar, 2006).

Research studies have reported the positive aspects of trust in business partnerships.

k e n gana Wasti (2011) found competence or ability based trust to be positively related to
cooperation, conpict resol ut roganisatioaah eklatienship.i sf act i
Hernandez and Dos Santos (2010) have reported that trust in the exchange partner results

in longer and more lasting relationships than may otherwise have been the case and that it

reduces incidents of conflict. Organisations are more committed to each other when there is

trust. In other words, when there is more trust, organisations are more likely to commit to

each other (Harris & Wicks, 2010).

As previously stated, trust plays a significant role in overcoming the organisational
complexity inherent in alliances. According to Robson et al. (2008), organisational
complexity refers to the challenges that representatives of the alliance partners encounter in
implementing a collaborative project as a result of the multiplicity of co-ordination problems,
such as inconsistent organisational struct ur e s, di fferent parent al com

and dissimilar work procedures. However, trust eases these complexities by strengthening
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relations between the partner representatives within the social network (Robson et al., 2008;
Vanneste et al., 2014).

The existing literature asserts that the foundation of all business alliances is the relationship
between the people who form, grow and maintain such alliances (Eisenhardt &
Schoonhoven, 1996; Gerlach et al., 2007; Lawrence & ul-Haq, 1998; Sklavounos &
Hajidimitriou, 2011). Trust in alliances is pivotal for the effective functioning of alliances
(Fadol & Sandhu, 2013; Lok et al., 2011; Zhang, 2011). Research reveals that trust has
become a vital concept in explaining partner business behaviour in alliances (Bachmann &
Inkpen, 2011).

Groups with low trust are characterised by individuals withholding or distorting information
about the business (Schilke & Cook, 2013; Zand, 1972). On the other hand, high trust
groups exhibit less of the socially generated uncertainty and this facilitates working together
(Bérard & Perez, 2014; Van Lange, Joireman, Parks & Van Dijk, 2013; Zand, 1972).
Organisational trust in inter-organisational relations enables organisations to create
leverages by pooling their resources, facilitating coordination and co-operation between
people and enhancing alliance performance (Bachmann & Inkpen, 2011; Paliszkiewicz &
Koohang, 2013; Sousa-Lima, Michel, & Caetano, 2013; Stanley & McDowell, 2013).

The preceding discussion shows the positive properties and influences of trust. However,
implicit in the definition of trust provided by Mayer et al. (1995) is the notion of willingness to
render oneself vulnerable which implies that the trustor has something of importance to be
lost - thereisarisk. For exampl e, willingness to share the
the trustee renders the trustor vulnerable to the actions of the trustee and denotes intention

on the part of the trustor to take risk in a relationship (Gill, Boies, Finegan, & McNally, 2005).

Thus, the notion of risk of opportunism is significant in business alliances (Das & Rahman,
2010; Lumineau et al., 2011). The essence of such opportunism is deception whereby a
trustee may sometimes strive to maximise its individual interests at the expense of the
trustor and subordinate the collaborative interests of the joint alliance by, for example, not
exerting on aldappoeriating akiande oesotirces (Kang & Jindal, 2014; Park &
Ungson, 2001). Forming an alliance with an opportunistic partner means that time and
resources may be spent monitoring and phheventin
p ar t omortdrsstic behaviour may be fuelled by the contradictions inherent in the notion

of coopetition explained elsewhere in this work (Bengtsson & Kock, 2014; Henderson &
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Smith-King, 2015). Ultimately the trust between the partners will be damaged (Kang &
Jindal, 2014).

It is obvious that, at a global level, much has been written about organisational trust in
business alliances (Lok, Rhodes, & Walters, 2011; Zhang, 2011). The existing literature
clearly reveals that the clarion call made by Schoorman et al. (2007) to study organisational
trust under different contexts has been receiving attention while organisational trust in the
South African context has also received some attention (Martins & Von der Ohe, 2011; Van
der Berg & Martins, 2013). These latter studies have explored the role of trust in
organisational settings and the trust relationships between for example, management and
employees. The trust gap between employees and top management is striking in some
cases and should be narrowed as lack of trust or distrust is antithetical to productivity and
competitiveness (Martins & Von der Ohe, 2011; Van der Berg & Martins, 2013). However,
contextual factors remain influential in determining the trust relationships. For example,
Martins and Von der Oher (2011) noted the sustained trust levels which were attributed to

the positive economic climate.

In the South African setting contextual factors may include cultural differences between TCs
and HDIs, the broader socio-economic context such as the history of social relations
between blacks and whites, government economic policies aimed at empowering the
previously disadvantaged segments of society and the asymmetrical distribution of
resources, including skills and economic resources, between various segments of society.
In the South African context, it is not possible to understate the complexity of trust in
business alliances between HDIs and TCs given
relations. Owing to the pivotal role of trust in business alliance performance, it is significant
that the alliance gap be narrowed. However, the paucity of organisational trust research on
alliances between TCs and HDIs in the South African context persists as there has not been

published research on trust in these alliances.

The chronicled marginal performance of black economic empowerment initiatives, flagrant
cronyism and fronting all have the potential to impact on the trustworthiness of partnerships
between black and white businesses and, at the very least, may pose formidable challenges
to these alliances (Hart & Padayachee, 2013; Ponte, Roberts, & Van Sittert, 2007; Tangri &
Southall, 2008). Trust is a crucial factor in sound inter-organisational relationships and it has

a profound impact on alliance performance and goals (Caple, 2012; k e n g & Wasti, 2011).
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Therefore this study represented a response to the call by Schoorman et al. (2007) to study
trust under different contexts. The study aspired to illuminate the trust relationships between
TCs and HDIs so that the understanding of the complexity of the relationships may serve as
a launching pad for closing the trust gap. This study took place approximately 20 years after
the inception of Sout h Affrst demac@te dispensation. The democratically elected
government has espoused policies that sought to redress past inequities so that the newly
found political freedom and choice could be exercised contemporaneously with social and

economic freedoms and choices.

Thus, the South African black economic empowerment context reflected the espousal of a
policy aimed primarily at reversing the economic monopoly which had been enjoyed by a
small section of the society and, thereby, de-racializing the economy so that the previously
marginalised people and not just a minute section of the elite could participate in a more
inclusive economy (Patel & Graham, 2012). It was, thus, anticipated that the study would
play a significant role in revealing aspects of the phenomenon of organisational trust that

may not have existed in other contexts.

To this end, the participantsdé experiencaeds of tr
the nucleus of the study. It was anticipated that the formation of business alliances between
individuals who own HDIs and those who own TCs and their subsequent interaction would
result in the focal organisations forming perceptions about the trustworthiness of their
partner organisations. It is highly likely that such perceptions of trust were based primarily
on t he focal o ritive rands afféctive respérienceso with their partner

organisations.

It is for this reason that this study sought to uncover the trust experiences that had
characterised the trustors during the preceding six to twelve months of the alliances in
guestion. The notion of affectivity is used broadly to assess the positive or negative moods
which had been experienced during the preceding six to twelve months of the alliance
relationships. It was assumed that the data pertaining to the affect of the participants would
be significant when considered in the light of the trust experiences which the study had
uncovered. It was theorised that the participants who reported positive partner trust
experiences would also report positive affective experiences with the alliances. It was, thus,
anticipated that the study wouldr e v e a | the partici panthesaliancex per i en

between the TCs and HDIs and the concomitant affective reactions.
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The issue of trust in organisations, including in the new organisational forms such as
business alliances and virtual organisations, falls within the ambit of Industrial and
Organisational Psychology (I-O Psychology) and, specifically, the sub-field of Organisational
Psychology. Organisational Psychology aims to study human behaviour in organisations so
as both to understand it and to manage it effectively (Hyde, Harris, & Boaden, 2013). The
focus of Organisational Behaviour is on the human aspect of the organisation at the
individual, group and organisational levels (Seo, Taylor, Hill, Zhang, Tesluk, & Lorinkova,
2012). In the context of this study, the construct of trust relates to the psychological domain
of the business alliance relationship and, thus, the research into the domain of trust required
the scientific orientation, knowledge and methodology of I-O Psychology in order to address
the research problem.

In view of the preceding trust issues raised in the existing literature, including historical
socio-economic and political relations between blacks and whites as well as the reports
incriminating some TCs for fronting or using HDIs as tokens, the primary purpose of the
study was to uncover the experiences of individuals involved in business alliances between
TCs and HDIs as regards the phenomenon of trust with a view to developing a model that

would facilitate a better understanding of trust in these alliances.
The following research questions were formulated in order to address the research problem:
1 How does the existing literature conceptualise the construct and elements of trust

and how do these elements relate to business alliances in the South African

economic empowerment context?

1 What are the implications of such conceptualisation for the practice of I-O
Psychology?
1 How does the existing literature perceive or comprehend the association between

trust and affect? Specifically, how does the existing literature perceive the interplay

between trust and affect in both work and non-work settings?

Whatweret he partici pant s 6 alangesbetveemTCeand HDfs? t r us't
What affective experiences do the participants associate with their experiences of

trust in alliances between TCs and HDIs?

1 How do the empirically manifested elements of trust compare with the theoretical
elements?
1 How may the theoretical and empirically manifested elements of trust be integrated

into a model for explaining trust in business alliances between TCs and HDIs?
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1 What conclusions and recommendations for I-O psychology practice and future

research may be derived from the research findings?

1.3 AIMS OF THE RESEARCH

Based on the above research problem statement and, specifically, the research questions,
the aims of the study were formulated as follows:

1.3.1 The general research aim of the study

The general research aim of the study was to uncover the experiences of individuals
involved in business alliances between TCs and HDIs as regards the phenomenon of trust
with a view to developing a model that would facilitate a better understanding of trust in
these institutions.

1.3.2 Specific aims of the study

The specific aims of the study were delineated into theoretical and empirical aims.

The theoretical research aims of the study included the following:

Research aim 1: To conceptualise the construct and elements of trust and also how the

elements of trust relate to business alliances in the South African economic empowerment

context.

Research aim 2: To elucidate the interplay between organisational trust and affect.

Research aim 3: To conceptualise the implications of the proposed theoretical model of
organisational trust for I1-O psychology practice.

The specific empirical aims of the study include the following:

Research aim 1: To assess the trust experiences of individuals who had participated in

alliances between TCs and HDIs.

Research aim 2: To explore the feelings or emotions that the participants associated with

their experiences of trust in the TC and HDI alliances in which they had participated.
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Research aim 3: To integrate the theoretical and empirically manifested elements of trust
into a model for understanding trust in the context of business alliances between TCs and
HDIs.

Research aim 4: To formulate conclusions and recommendations for I-O psychology
practice and future research.

14 STATEMENT OF SIGNIFICANCE

The construct of organisational trust has been widely researched (Hardwick et al., 2013;
McAllister, 1995; Schoorman et al., 2007). Several researchers have highlighted the
significance of organisational trust and called for the study of such trust in different cultures
and contexts (Schoorman et al., 2007; Tenzer, Pudelko, & Harzing, 2014). The challenges
to developing a model for understanding trust in business alliances in an empowerment
domain appear to be both varied and complex while it is essential that a host of factors are
taken into account to ensure contextual relevance. The role of trust and its elements in
business alliances have been well researched (Dowell et al., 2013; Schilke & Cook, 2013).
However, there is a paucity of research that has investigated the issue of trust in alliances
bet ween TCs and HDIs in South Afr i dsadgsearcleis;
thus, ground-breaking and may potentially lead to the formulation of new hypotheses or
theories on the manifestation of trust in business alliance between TCs and HDIs. In
addition, the findings of the study may enrich the theory of Organisational Psychology by

adding a new perspective on trust in business alliances.

1.4.1 The theoretical significance

At the theoretical level the study may prove useful in identifying the elements of trust and
other relevant factors which are essential for the development of a model for understanding
trust in business alliances in an economic empowerment context. As such the findings may
contribute to new theory that sheds light on the intricacies of trust in the South African and

similar economic empowerment domains.

1.4.2 The empirical significance

On an empirical level it was anticipated that this study may make a contribution by
uncovering the experiences of individuals involved in business alliances between TCs and

HDIs as regards the phenomenon of trust and, thereby, assist in the development of a model
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that would facilitate a better understanding of trust in these institutions. The empirically
manifested elements were compared with the theoretical elements in order to construct an
integrated model that facilitated the understanding of trust in business alliances between
TCs and HDIs. Thus, this study contributed to organisational trust research by providing a

model specific to the South African economic empowerment domain.

As per the tenets of both qualitative and constructivist inquiry the objective of the study was
not to apply or validate either the model or the study results to the broader population but,
instead, to develop a working hypothesis. Once the experiences have been uncovered and
other relevant variables identified, other researchers may, in future, develop appropriate
research designs to investigate the prevalence or generalisability of the findings to larger
populations (Amin, 2000).

1.4.3 The practical significance

On the practical level this study findings may present to I-O psychologists, business
managers and other interested parties a formalised approach to the study of organisational
trust in an economic empowerment domain. This may lead to a better understanding of the
elements and other variables of organisational trust as well as how their interaction
impacted on trust in business alliances between TCs and HDIs. The development of a
model of trust has the potential to inform managers involved in business alliances as to the
reasons why TCs and HDIs choose to trust their partner organisations. This may enable
managers to foster trust and manage alliances between TCs and HDIs in a more informed
way than would otherwise have been the case. Finally, the study has the potential to enrich
and broaden the understanding of stakeholders about the alliances between TCs and HDIs
and, by that very fact, shed light on human (perhaps black and white) interactions beyond

the economic transaction.

The study was also significant in that it may be regarded as ground-breaking. There has
been no study undertaken to develop a model of trust in alliances between TCs and HDIs
nor has a study been undertaken on how the participants experienced the issue of trust in

such alliances.

15 PARADIGM PERSPECTIVE

For the purposes of this study the concept of a paradigm was used in its meta-theoretical

sense. Meta-theories are concerned with how phenomena should be conceptualised. In a
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way meta-theories could be regarded as theories about theories as they guide reseachers in
constructing theories. Paradigms are regarded as instrumental in shaping both the social
scientists6 v ialsowhe mdde aof ievadtigating such medlity (Alvesson & Deetz,
1996; Burrell, 1999; Burrell & Morgan, 1979; Davis & Michelle, 2011; Johnson & Cassell,
2001; Wagner & Berger, 1985; Welch, Plakoyiannaki, Piekkari, & Paavilainen-Mantymaki,

2013; Wong, Musa & Wong, 2011; Wright, 2013).

Paradigms give rise to the criteria that social scientists use in order to select and define
research problems and actually mould both the theoretical and methodological approaches
adopted (Husén, 1988; Monti & Tingen, 1999; Wong et al., 2011). In fact, paradigms enable
possible and authentic judgements about whether a particular study was well executed or
not. According to Grant and Giddings (2002), although value judgements may be made
about the question of whether a study was well accomplished or not, it is not possible to
answer this question in the abstract. In order to answer the question accurately it is
necessary to understand the paradigm within which the study was located. The following

section briefly explains the paradigms relevant to this study.

1.5.1 The intellectual climate

The study adopted a constructivist and qualitative approach referred to as Q methodology
(Stenner, 2009). This is a methodology that uses quantitative techniques such as
correlations and factor analysis in order to study human subjectivity on relatively small
samples which are relevant to qualitative research approaches (Goldman, 1999).
Subjectivity refers to a/hg dewgomin@osganc&Hamington,
2011). The development of a model of trust in business alliances between TCs and HDIs
was central to this study while the paradigm relevant to the study was the constructivist
approach. It would appear that the contingency approach predominates in the literature on
trust in business alliances. However, for the purposes of this study the constructivist
approach underlay the empirical facet of the study because Q methodology is rooted in the

constructivist approach.

1.5.1.1 Literature review

It emerged that, in the main, the contingency approach is prominent in 1-O Psychology. A
review of the literature on trust in business alliances revealed the proliferation and
preponderance of the contingency approach, particularly as regards the discipline and

practice of organisational psychology and open systems thinking. The contingency
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approach provides a theoretical framework to studies on organisations from a managerialist
perspective (Burrell & Morgan, 1979; Chen & Weng, 2015; Maier & Meyer, 2011). The
contingency perspective derives from the open systems approach (Katz & Kahn, 1978)
which places at its centre the metaphor of biological organisms (Morgan, 1980). The
contingency approach asserts, inter alia, that the survival and effectiveness of an
organisation reflects the extent to which the organisation is coping with the demands of its
environment. This coping is contingent upon the appropriate differentiation of the various
subsystems, congruency between the system elements and the appropriateness of the
integration which reflects the extent to which the various components of the system fit
together (Katz & Kahn, 1978).

1.5.1.2 Empirical study

This study explored organisational trust from the perspective of the individual participants
who were involved in business alliances between TCs and HDIs. The study used Q
methodology. Q methodology is a constructivist and qualitative approach to the study of
human subijectivity. The adoption of a constructivist approach implies the embracing of the
notion that reality has multiple meanings (Matinga, Pinedo-Pascua, Vervaeke, Monforti-
Ferrario, & Szabd, 2014). By individually sorting the 50 cards containing the statements
about organisational trust in business alliances between TCs and HDIs, the participants
revealed how they had, both individually and subjectively, experienced their partner
organisations. The cards which had been sorted were then subjected to a quantitative data
analysis process although the views or the factors that emerged (from the Q sorting and data

analysis) were regarded as both subjective and operant (McKeown & Thomas, 1988).

This approach situated the study within both the interpretive paradigm and the constructivist
tradition as the study sought to understand the experiences in alliances on the part of those
who had been involved in them. Thematically, the study operated on the premise that the
issue of trust in alliances between TCs and HDIs, in common with all other social
phenomena, could be understood only from the subjective point of view of the research
participants or social actors. Thus, the study endeavoured to understand and explain the
social world from the viewpoint of the actors participating in the social process and not from
the viewpoint of the observer or researcher (Tuli, 2010). The study sought to uncover the
experiences of individuals involved in business alliances between TCs and HDIs in an
empowerment context and then to develop a model that would facilitate understanding of the
concept of trust in these institutions. The significance of the contextual factors in the

research on trust have been highlighted by, inter alia, Caple (2012) and English and Baxter
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(2010). The goal of the constructivitsaut hpberaslpewet i v
participant s 6, irsteglea dsenan diav thew individually and subjectively,

make meaning from such experiences (Davis & Michelle, 2011; Grant & Giddings, 2002).

1.5.2 The market of intellectual resources

The market of intellectual resources refers to the collection of beliefs which has a direct
bearing on the epistemic status of scientific statements (Mouton & Marais, 1996). For the
purposes of the theoretical models, meta-theoretical statements and conceptual descriptions
about trust in business alliances, traditional companies, historically disadvantaged
institutions and economic empowerment as well as the theoretical and methodological

assumptions are presented.

1.5.2.1 Meta-theoretical statements

Meta-theoretical statements refer to the assumptions underlying the theories, models and
paradigms of a specific study (Mouton & Marais, 1996). This study was conducted within the
disciplinary boundaries of I-O Psychology and the sub-field of Organisational Behaviour. The
focus of Organisational Behaviour is on the human aspect of the organisation at the

individual, group and organisational levels (Hyde, Harris & Boaden, 2013; Seo et al., 2012).

As previously stated, the foundation of all business alliances is the relationship between the
people who conceive of, develop and maintain such alliances (Arranz & De Arroyabe, 2012;
Sklavounos & Hajidimitriou, 2011). In the case of alliances such relationships span
organisational boundaries. Trust is pivotal for the effective functioning of a business alliance
and the achievement of the alliance goals (Lok, Rhodes, & Walters, 2011; Zhang, 2011). As
explained earlier, as a discipline and practice that is concerned with the human aspect of the
organisation, I-O Psychology plays a vital role in enhancing the performance of people who
conceive of, develop and maintain business alliances. The discipline and practice of
Organisational Psychology is ideally situated to overcome the challenges that arise from the
multiplicity of co-ordination problems such as inconsistent organisational structures, different
parental control systems and dissimilar work procedures. Research into the functioning of
alliances has revealed that trust eases complexities by strengthening relations between the

partner representatives within the social network (Robson et al., 2008).

The construct of trust relates to the psychological domain of the business alliance

relationship and, thus, for the purposes of this study, research into the domain of trust
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required the scientific orientation, knowledge and methodology of I-O Psychology in order to
address the research problem. Based on the paucity of relevant systematic research and
data, the study developed a model that enhanced the understanding of organisational trust

in business alliances in an empowerment domain.

1.5.2.2 Conceptual descriptions

The following conceptual descriptions served as points of departure for the discussion in this

research:

Business alliances: Business alliances are described as an organisational form which may
encompass two or more organisations working together to achieve their mutual goals (Li,
2013). Various types of business alliances that include licensing agreements, joint ventures,
distribution and supply agreements, research and development partnerships and technical
exchanges are all referred to in the existing literature (Gomes et al., 2014; Inkpen & Currall,
2004).

Trust: In the organisational context trust is defined as a process that involves the
organi sationds willingness to be appropri
party to the alliance is competent, open and reliable (Nielsen, 2011). Trustisthet r u s
willingness to be vulnerable to the behaviour of the trustee based on the expectation that the
trustee will not abuse that vulnerability irrespective of the ability of the trustor to monitor or
control the trustee (Mayer et al., 1995). Trust is a psychological state characterised mainly

by positive expectations about the behaviour of others (Kramer & Lewicki, 2010).

Traditional companies (TCs): In the context of this study, TCs refer to organisations that

are owned by the historically advantaged white segment of the South African population.

Historically disadvantaged institutions (HDIs): For the purposes of this study the term
HDIs refers to organisations that are owned by the historically disadvantaged people. This

includes people classified as Africans, Indians and Coloureds in South Africa.

Previously disadvantaged people: In the context of this study the term previously
disadvantaged refers to those communities which, by virtue of their race, were
disenfranchised and excluded from the political and main economic activities prior the

democratic dispensation in South Africa in 1994.
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Economic empowerment: The term seeks to give the previously disadvantaged people
control over their social and economic quality of life through participation in the mainstream
economy (Jonsson, 2010). It is believed that alliances between white and black businesses
may play a vital role in the economic empowerment of the previously disadvantaged
communities (Horwitz & Jain, 2011). Economic empowerment is the extent to which the
previously disadvantaged people find meaning in their pursued economic activity which
challenges their capabilities to perform relevant tasks skilfully with a substantial degree of
autonomy in such a manner that they feel that they can influence the economic outcomes of
their activity. The economic empowerment of the previously disadvantaged is an essential

component of economic transformation in South Africa.

Economic transformation: This term refers to changing the composition of the ownership

of and participation i n t he countryaos economy
disadvantaged backgrounds are able to play a meaningful role in the economy. Economic
transformation aims at altering both the participation in and ownership of the economy in

order to increase the number of people from the previously disadvantaged communities in

such a way as to reflect the country 6 s d e mo glowepblerg & Battdcharya, 2010;

Butler, 2011).

1.5.2.3 Theoretical assumptions

The review of the literature related to trust revealed the state of affairs in the topic under

investigation. Based on the literature review, the following assumptions were made:

1 There was a need to construct a model that would facilitate the understanding of
organisational trust in business alliances between TCs and HDIs.

1 As a discipline and profession that is geared towards enhancing the human aspect of
the organisation, I-O Psychology plays a major role in the development of a model of
trust that would help to explain trust in alliances between TCs and HDIs in the South

African context.
1.5.2.4 Methodological assumptions
1 According to Grant and Giddings (2002), it is not possible to establish the

paradigmatic location of a study on the basis of whether quantitative or qualitative

methods have been used. Meta-theoretical questions play a role in situating a
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resear chdgmate staneer(Burrell & Morgan, 1977; Paige & Morin, 2014;
Welch et al., 2013). Methodology is based on the abstract theoretical assumptions
and principles that researchers espouse and, in fact, they underpin the particular
research approach selected (Brown, 1980; Watts & Stenner, 2014). Methodology
models not only the manner in which the researcher frames the research question
but also the decisions taken concerning the research process and methods to use
(Grant & Giddings, 2002).

i It is not possible to discern the interpretive paradigm and the constructivist approach
used in a study on the basis of whether statistics have been used or not. As Brown
(1980) argued, this would result in a misplaced emphasis. Although the use of
numbers is not antithetical to the interpretive paradigm but it should cohere with the
theoretical assumptions that underpin the paradigm. According to Walker and Evers
(1999), the question as to whether quantitative and qualitative research
methodologies are in conflict does not revolve around the use of numbers or
mat hemati cal and statistical procedur e

focal point and should assist to resolve the question (Wong et al., 2011).

1.6 RESEARCH DESIGN

The next section discusses three issues fundamental to the research design, namely, the
research approach, research strategy and research method. Each will be briefly outlined in
this chapter but discussed in greater detail in chapter 5. Figure 5.1 provides a diagrammatic
representation of the research design used in this study. The figure encapsulates the
interpretive and qualitative grounding of the study and also the low-key role of quantitative
techniques in the study. However, it is also possible to infer from the figure why Q
methodology may lay claim to a constructivist and qualitative approach. In addition, the
figure highlights that all but the statistical data analysis processes that include correlation

and factor analysis are anchored in the interpretive paradigm.

1.6.1 Research approach

The study followed the qualitative and constructivist approach referred to as Q methodology
(Stenner, 2009). Some researchers view Q methodology as a blending of the quantitative
and qualitative methods of research (Beck, 2014; Van Exel, Baker, Mason, Donaldson,
Brouwer, & EuroVaQ Team, 2015). Ontologically this study contended that research

participants construct their own operational models of the world. A researcher should guard
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against being overly intrigued in his/her own constructions to the neglect of those of the

participants (Brown, 1980). According to Westwood and Clegg (1994), a r esear cher 6

subjectivity negates the notion of an objective reality that may be transparently represented.
The ontological premise of this study wast h at t he parti cifptrashwesed
relative and that there would be as many experiences as people who expressed them. As
anticipated, this study revealed a plurality of views due to the varied experiences of the
participants.

The epistemological assumption made in the study was that knowledge is something softer,
subjective and transcendental. Saying that knowledge is softer and subjective presupposes
that it is based on personal and unique experience (Burrell, 1999). Johnson and Cassell
(2001) referred to epistemology as encompassing the criteria that researchers use, either
implicitly or explicitly, to judge what does, and does not, constitute scientific knowledge.

The epistemological premise of this study was that the data required lay within the
experiences of the stakeholders in business alliances between TCs and HDIs. The
researcher interacted with the participants in order to collect the data because the requisite

data lay within the experiences of the participants i epistemologically speaking. Thus,

exper

meaningwase mbedded in the participantsd experiences

1.6.2 Research strategy

As previously stated Q methodology is a constructivist and qualitative approach to research
that uses quantitative techniques in order to study human subjectivity (Goldman, 1999). In
the lexicon of Q-met hodol ogy subjectivity refer slhet
viewpoint (Coogan & Herrington, 2011; Cuppen, 2013; McKeown & Thomas, 1988).

Q methodology is not about facts which are true or false but, rather, it is about the
perceptions and opinions of persons who provide the facts (Brown, 1980; Exel et al., 2015).
It is important to take into account that there are often conflicting opinions or different
perspectives on an issue, for example, trust in the business alliances between TCs and
HDIs. The focus is, thus, not on establishing truth but on discerning the existing views on an

issue.

Q methodology requires that the participants be individuals who hold opposing views rather
than those who seem to agree. The more divergent the views, the more interesting is the Q-

methodology study because it will clearly show who disagrees with whom and also who
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seems to be close in views to whom (Beck, 2014) and, hence, the endeavour to uncover the

experiences of the individual participants involved in alliances between TCs and HDIs.

1.6.3 Research method

The data collection comprised four phases. These phases are briefly outlined below and
discussed in detail in chapter 5.

Phase 1: During this phase a concourse was developed on the basis of both the review of
existing literature on trust and the initial, phenomenological, in-depth interviews which were
conducted with purposively selected 6 participants who shared their experiences of trust in
business alliances between TCs and HDIs. The information from the literature review and
the initial phenomenological interviews was used to develop a hybrid concourse and,
ultimately, the Q sample containing 50 items. The details of this phase, including the

construction of the Q sample, are explained in chapter 5.

Phase 2: During this phase the 25 participants who had been selected through purposive
snowball sampling sorted the Q sample (the 50 cards containing statements about trust in
alliances between TCs and HDIs) under a condition of instruction - from most agree to most

disagree.

Phase 3: During this phase qualitative data were obtained from the post-Q sort interviews
with the 25 participants. During these interviews they were given an opportunity to expound

on their reasoning for their ranking of the items.

Phase 4: Finally, the Positive and Negative Affect Schedule (PANAS) (Watson, Clark, &
Tellegen, 1988) items were also treated as Q sort items when the participants were asked to
indicatet he fAextent you have 6tellmonthsabostthe aliganceoyowe r t he

have or had?o.

The following sections briefly discuss issues relating to the research setting, entrée and
establishing of the researcherd soles, sampling, data collection methods, data recording,
data analyses, strategies employed to ensure data quality (including ethical considerations)
and reporting of the findings. A more detailed discussion on the issues is provided in

chapter 5.
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1.6.3.1 Research setting

The research was limited to individuals who were involved in business alliances between
TCs and HDIs in the Gauteng Province of South Africa at the time of the data collection in
2014. Gauteng is regarded as the economic powerhouse of South Africa. The individuals

were classified as either black or white in South Africa.

1.6.3.2 Entrée, researcher role, research setting and reflections

The researcher gained access to the individual participants by means of a core of contact
people whom he knew were involved in business alliances between TCs and HDIs. The
researcher used his own connections to approach the first 6 individual participants and
requested them to participate in the first phase of the data collection which comprised
phenomenological interviews. In addition to soliciting their participation in the interview, the
researcher also made logistical arrangements that included the interview dates, times and
location. The role of the first 6 participants was, therefore, to share their experiences of trust
in business alliances between TCs and HDIs. The reception of and interaction with the first
6 participants were both warm and cordial. Chapter 5 contains a more in-depth discussion

of the implementation of the first phase of the data collection process.

The six individuals who participated in the first phase of the data collection were pivotal in

the snowballed or expanded number of participants who took part in the second phase of the

data collection because they referred the researcher to other individuals who were willing to
participate in the study. As a result, the researcher was able to gain access to a larger pool

of possible participants, thus resulting in a sample of 25 participants. The researcher also

made logistical arrangements that included interview dates, times and location. The
participantsdé r ol e wlathat cootainedoitents abmut trusttinhradiancesdD ¢ a
between TCs and HDIs. The researcher then conducted the post-Q sort interviews with the
individual participants in order to gain a more insightful understanding of their rationale for

their sorting of the items. Finally, the researcher provided the 25 participants with the
PANAS (Watson et al., 1988) for sorting according to the extent they have/had felt this way

about the alliances during the 6 to 12 months preceding the study. The r esearcher

experiences of the interactions with the participants are elucidated in chapter 5.
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1.6.3.3 Sample and sampling method

The study used purposive snowball sampling. Snowball sampling is a non-probability and
non-random sampling method. Through snowball sampling the existing participants assist
the researcher to recruit other individuals from among their acquaintances who may be
willing to participate in the study (Guest, Bunce, & Johnson, 2006). However, only
participants who satisfy the criteria relevant to the research objective are selected for
participation and they, in turn, assist in expanding the base of the participants by referring
the researcher to their acquaintances for possible inclusion and participation in the study
(Guest et al., 2006). The inclusion and exclusion criteria used in the study are expanded
upon in chapter 5.

In Q methodology studies, a P sample or P set comprises persons who are theoretically
relevant to the issue under investigation rather than persons who are randomly selected
(Barker, 2008).

1.6.3.4 Data collection methods

During the initial phase of the study and for the purposes of developing a concourse,
phenomenological, in-depth interviews were conducted with the first 6 participants. For these
initial interviews all the respondents were requested to give their consent to participating in
the interviews and to the audio recording of the interviews. Two participants only were not
prepared to give their consent for the audio-recording of the interviews. The interviews were
conducted at locations convenient to the participants. Accordingly, the majority of the
interviews were conducted at their work offices and few at their own homes. One patrticipant

only was interviewed at the home of the researcher.

A hybrid concourse was developed from the interview data and the existing literature which
had been reviewed. From the concourse a Q sample was drawn. A Q sample or Q set
comprises a number of items and may be compared to a sample of tasks or items that form

a guestionnaire or a test to be administered to the participants (Ha, 2015).

During the second phase of the data collection data was obtained from 25 participants,
including the six who had participated in the phenomenological interviews. The completion
of Q sorts, post-Q sort interviews and the PANAS (Watson et al.,, 1988) scale were also

conducted at a place and time convenient for the participants in turn or else sequentially.
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The post-Q sort interviews provided the participants with an opportunity to expound on the
reasons for the manner in which they had sorted the items. Finally, the PANAS (Watson et
al., 1988) was administered to individuals who had participated in alliances between TCs
and HDIs to determine the affective experiences of these participants of the alliances during
the 6 to 12 months preceding the study. The PANAS is a widely used instrument with an
established reliability and validity (Jain et al., 2012; Stokes, Lyons, Littlejohn, Natarian,
Case, & Speranza 2010; Watson et al., 1988).

1.6.3.5 Recording of data

During the first phase of the study the researcher personally collected the requisite data by
taking notes of the initial phenomenological interviews and also audio recording them. The
audio recorded data was transcribed verbatim. The data were then used to develop the
concourse and, ultimately, the Q sample. During phase 2 of the data collection process the
statement scores for the completed Q sorts were recorded on the distribution markers similar
to the one depicted in figure 5.12. The post-Q sort interviews were recorded using an audio
tape and note taking. The responses to the PANAS scales (Watson et al.,, 1988) were

recorded by the participants on the questionnaire itself because it is a self-completion scale.

1.6.3.6 Data analyses

As indicated earlier, the treatment of the data involved three distinct sets of data being
analysed, namely, the completed Q sorts, the post-Q sort interview data and the completed
PANAS (Watson et al., 1988). SPSS (2015, version 23) was used to analyse the completed
Q sorts. Three quantitative statistical procedures, namely, correlation, factor analysis and
rotation and determining factor scores as applied to the Q methodological approach were

then used:

1 First, a correlation matrix was used to indicate the pairs of Q-sorts which were either
similar or dissimilar.

1 The correlation matrix obtained was then subjected to factor analysis in order to
identify the natural groupings of Q sorts by virtue of their being similar or dissimilar to
one another. The initial set of factor loadings provided the researcher with raw
material for probing the emerging subjective thinking from various vantage points.
This was achieved by means of factor rotation (Morton & Sasse, 2014; Vizcaino,
Garcia, Villar, Piattini, & Portillo, 2013; Watts & Stenner, 2005).
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1 The factor scores were determined as factor interpretation involves the systematic
examination of the statements that define a factor. Brown (1980) defined a factor
score as an average of the scores given to the statement in question by all of the Q

sorts that define the factor.

The post-Q sort interview data was coded into themes. Specifically, the data analysis
i nvol ved t he r es e awibandimhersioh iatonthe datawith theanesi being
extracted from the interview transcripts. This information was used primarily to adduce

evidence for the existence of the factors. Finally, in exploring the association between trust

experiences and affect, the participant sé results from the PBRvBAS

used unconventionally as a heuristic device to facilitate the exploration of the association
between organisational trust and affectivity in business alliances between TCs and HDIs.
The Positive Affect (PA) and Negative Affect (NA) scores from the PANAS (Watson et al.,
1988) were averaged along the six factor groups so that the experiences of the group
defining Factor A were examined vis-a-vis their PA and NA averaged scores. Each of these

procedures is detailed in chapter 6.

1.6.3.7 The strategies employed to ensure quality data

Representativeness was ensured by applying factorial designs when choosing a Q sample.
This eliminated issues of bias and ensured comprehensiveness and breadth as regards the

coverage of the issues connected to the research topic.

1 Qualitative research relies on the transferability of the findings and not on the
generalisation of the findings to the broader population (Stergiou, Airey, & Riley,
2010). A rich description of the context of the study was provided to enhance the
contextual applicability of the findings.

1 Confirmability limits researcher bias by linking the results of the study to raw data. In
other words, confirmability traces the findings to the raw data, thus ensuring that the
researchr esul ts are not the researcher 6s
(Clisset, 2008; Petty, Thomson, & Stew, 2012).

1 Dependability was ensured by conducting an inquiry audit while the external auditor
examined the research process. In this study there was an audit trail while the
researcher also kept a research journal (Petty et al., 2012).

1 The integrity of the data was ensured by securing the data. All the data transcripts

were stored safely on the computer with a password and on the data mass storage
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devices of the researcher. This ensured the confidentiality of the information (Petty et
al., 2012; Stergiou et al., 2010).

1.6.3.8 Ethical considerations

The researcher was granted ethical cl ear ance by t he Universitybo
Committee to conduct the study. The purpose of the study was explained to the participants

as it was deemed necessary not to conceal such information. The information related to the

opinions of the potential participants on the issue of trust in alliances between TCs and

HDIs. The researcher approached individuals who owned TCs and HDIs individually.

Permission to participate in the study was, therefore, obtained from the individual TCs and

HDIs which, ultimately, took part in the study.

A letter that highlighted ethical issues such as confidentiality, anonymity and the right to
withdraw at any stage of the study was sent to the participants. The letter also contained
sufficient information about the research study in which they were requested to participate.
The participants were asked to provide their written consent to participate in the study by
signing the consent form. Some of the participants preferred not to give written consent for
the interviews and declined the audio-recording. Although they preferred not to be identified
they did, nevertheless, agree to assist the research process. A more detailed discussion of

the ethical issues is provided in chapter 5.

1.6.3.9 Reporting of data

The results of the study were presented both qualitatively and quantitatively.
Quantitatively, the reporting took the tables presenting the statements of the Q sort,
their ranking by the factors and the statements distinguishing the factors.

Qualitatively, the results were reported in the form of descriptions.

1.6.3.10 Division of the chapters

The study comprises the following chapters:

Chapter 1: Scientific orientation of the research
Chapter 2: Meta-theoretical framework: Economic empowerment from a historical and
contemporary business perspective

Chapter 3: Organisational trust in the context of business alliances
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Chapter 4: Trust and affect
Chapter 5: Empirical study
Chapter 6: Research findings

Chapter 7: Conclusions, limitations and recommendations

1.7 CONCLUSION

This chapter discussed the background to and the motivation for the study. The research
central questions and aims that guided or directed the study were stated on the basis of the
problem statement. The empirical and practical significance of the study was succinctly
described. In addition, the concept of a paradigm and the interpretive aspect of the study
were elaborated upon while the research design, including the research methodology used
was also briefly explained.

31



CHAPTER 2: META-THEORETICAL FRAMEWORK: ECONOMIC EMPOWERMENT
FROM A HISTORICAL AND CONTEMPORARY BUSINESS PERSPECTIVES

The aim of this chapter is fourfold. Firstly, the chapter explains the complexity of the concept
of empowerment. Two broad notions of the concept of empowerment are suggested
although it is not purported that this categorisation is exhaustive. In fact, this distinction may
be censured for its oversimplification of an extremely complex phenomenon. However, it is
hoped that the distinction will serve a useful purpose and both minimise misinterpretations
and also enhance the appreciation of the complexity of the concept of empowerment in
different settings. The application of the concept on the basis of various models is explained.
This is followed by a conceptualisation of empowerment from an economic perspective. Two
dominant views on economic empowerment are highlighted, namely (a) that economic
development guarantees economic empowerment and (b) that government should initiate

and adopt policies aimed at implementing economic empowerment.

Economic empowerment models such as the governmenté stipulation of the specific targets
or quotas or the use of the scorecards may be laudable policy initiatives aimed at expediting
economic empowerment. However, policies sometimes lack the specific aspects that would
address the practical implementation of empowering the previously disadvantaged. This
point, together with the role of Industrial and Organisational Psychology (I-O Psychology)
within the economic context, is explored in order to facilitate the development of the specific

human attributes associated with empowerment models.

Secondly, the chapter situates the discussion of the concept of economic empowerment
within a historical perspective. Economic empowerment in the context of apartheid South
Africa and the factors that may have given rise to economic empowerment of the previously
disadvantaged ar e considered. Sout h Af ricabds

experiences prior to 1994 are explored, in particular the issue of Afrikaner economic
empowerment. Experiences from elsewhere in the world, specifically Malaysia, are

discussed.

Thirdly, contemporary South African experiences are considered. This section grapples with
the concept of economic empowerment and its application in the context of post-apartheid
South Africa. Sout h  Adost-aparthédsapplication or model is juxtaposed with other
contemporary approaches and contexts. The factors that may have contributed to the
economic empowerment of the previously marginalised and the specific model adopted are

elucidated. Economic empowerment may assume different forms, for example, government
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initiatives to provide services such as housing and clean water to the previously
discriminated against groups, while, in the business sphere, it may assume forms such as

business alliances between black- and white-owned businesses.

Finally, a critical reflection on the historical and contemporary perspectives of economic
empowerment is undertaken. This is followed by discussing the advantages, challenges,

opportunities and pitfalls confronting the South African model for businesses and society. In
view of Sout h Africads history and i ttss pessbernhatmi ¢ e my
business alliances between black- and white-owned businesses may face trust issues.

However, the issue of trust is discussed in more detail in chapter 3. This chapter concludes

by illuminating the reasons why industrial organisational psychologists (I-O psychologists)

may be interested in investigating the issue of trust in alliances.

2.1 CONCEPTUALISATION: ECONOMIC EMPOWERMENT

Research has shown that societies that victimise a section of their population are usually
characterised by huge inequalities with those being discriminated against occupying the
bottom rung of the socio-economic ladder of the society in question (Arya & Bassi, 2011).
Such discriminatory practices are often sustained at immense human and economic costs
that involve human suffering as well as significant disparities between the rich and the poor
in terms of wealth, skills and development and the lower living standard of those
discriminated against. In addition, there is the greater cost of slower economic growth (Rao
& Rao, 2013).

With the transition to a non-discriminatory and equitable society, the amount of resources
required to redress past imbalances is often staggering. As a result, more systematic
initiatives are required in order to remedy the situation (Chabane, Goldstein, & Roberts,
2006). Governments are often called upon by the previously disenfranchised and
marginalised to equalise the situation to enable them to exercise their newly found political
freedom and choice concomitantly with social and economic freedoms and choices
(Juggernath, Rampersad, & Reddy, 2011). The Constitution of the Republic of South Africa
Act of 1966 recognises the inequities arising from years of discrimination and empowers the
legislature to enact laws in order to ameliorate the situation. Specifically, Section 9 or the
Equality Clause of the Constitution allows for legislative and other measures designed to
advance or protect all persons disadvantaged by unfair discrimination. Government suasion
and policies are pivotal in focusing on and addressing economic choices. However, other

institutions in society, such as the private sector, have a significant role to enhance the
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economic lives of the previously disadvantaged (Dillon, Back, & Manz, 2014; Juggernath et
al., 2011; Patel & Graham, 2012).

2.1.1 Empowerment conceptualised

Over the years the concept of empowerment has come to assume different meanings for
different people (Guevara-Hernandez, McCune, Rodriguez-Larramendi, & Ovando-Cruz,
2012; Inglis, 1997). Two broad notions of the concept of empowerment have been
suggested although this does not imply that this categorisation is exhaustive. In fact, this
distinction may be censured for its oversimplification of an extremely complex phenomenon.
However, it is hoped that the grouping will serve as a useful heuristic device for
comprehending the nuances of meaning, reduce misinterpretations and enhance an

appreciation of the complexity of the concept empowerment in different settings.

The one notion of empowerment tends to associate economic empowerment with the radical
social movements that agitated for equitable and participatory forms of social change and
development (Batliwala, 2007). This notion is, in many respects, similar to what was later
reconceptualised into a psychological empowerment construct (Seibert, Wang, & Courtright,
2011). For the purposes of this study this notion which is associated with radical, equitable
and participatory social change is referred to as the radical social change perspective.
Empowerment is also associated with internal cognitive states (Fernandez & Moldogaziev,
2012). Psychological empowerment is discussed later in this chapter in more detail in the

section on empowerment in the workplace.

The second notion of empowerment developed with the appropriation of the concept by the
industrial democracy movement and led empowerment becoming a managerialist concept
(Inglis, 1997; Randolph & Kemert, 2011). This view is epitomised by the welfare and hand-
outs distributed by some donor agencies to the marginalised (Mehra, 1997). The
managerialist view of empowerment is similar to the dominant view in management and
industrial and organisational psychology in terms of which empowerment tends to be seen
primarily in relational terms that involve the manager allocating a degree of power to
subordinates through delegation (Fernandez & Moldogaziev, 2012) Thus, according to this
latter notion, empowerment is exemplified by the concepts of stability, moderation and co-
option as in working within the existing social order. This notion is referred to as the

moderate stability perspective. The two notions are succinctly discussed below.
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According to the radical social change notion, empowerment is a counter-hegemonic
concept for the social change associated with radical social movements if viewed from the
perspective of its historical roots (Batliwala, 2007). Through empowerment the marginalised
seek a social environment which is free of the inequalities which prejudice them socially,
politically and economically (Jonsson, 2010). Empowerment is conceptualised as a process
that challenges societyd siew of the prevailing state of affairs and also what is possible in
terms of ameliorating the adverse political and socio-economic conditions which are
impacting adversely on the marginalised (Dillon et al., 2014). As a process empowerment
does not have an explicitly defined end apart from qualitative changes in the lives of those
affected (Guevara-Hernandez et al.,, 2012). According to Jonsson (2010), the concept of
empowerment exemplifies the needs and voices of the marginalised for a social environment

that does not prejudice them socially, politically and/or economically.

The term empowerment seeks to give to the previously disadvantaged or the marginalised
control over their social, physical and economic quality of life through participation and
partnership in terms of the government or other stakeholders (Jonsson, 2010; Mehra, 1997).
The radical social change notion of empowerment suggests that the marginalised should
actively participate in issues or programmes that affect them and also that those who seek to
be empowered should not allow other stakeholders to usurp the initiatives aimed at
empowering them (Page & Czuba, 1999; Rao & Rao, 2013). Kroeker (1995) noted that one
of the crucial goals of empowerment is to increase the level of participation of the recipient of

the empowerment programme.

In addition to participation and control, empowerment is also associated with power, self-
realisation and influence (Jonsson, 2010). Viewed through this lens, empowerment then
becomes a process of social change that acknowledges the constraining role of social
structures. Empower ment challenges societyods fur
of power and the way in which it affects the distribution of and access to resources. Thus, it
speaks t o iewofchelgng ptiess towsucceed (Page & Czuba, 1999; Rao & Rao,
2013). It may be inferred from the last statement that the focal point of this view of
empowerment is initiatives that aim at redressing imbalances. Such initiatives are usually
aimed at challenging the status quo and ensuring that the previously disadvantaged have
access to the resources and requisite skills which are essential in the interests of impacting

positively on their lives.

According to Batliwala (2007) the main thrust of empowerment is to shift social power in

three significant ways: (1) confronting the ideologies that justify social inequality; (2)
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transforming the mode of accessing and controlling economic, natural and intellectual
resources and (3) transforming the structures and institutions that perpetuate prevailing
power structures. The primary strategy usually aims at encouraging the marginalised to
reflect on their situation and critically analyse the structures and ideologies that sustain and
perpetuate their subservient positions. Ultimately, it is the marginalised who have to
articulate the kind of change they wish to bring about and also how to achieve this
(Batliwala, 2007).

The view that empowerment involves agitating for authentic social change may raise
guestions about the plausible practicality of the concept. The utility, relevance and feasibility
of the concept as it applies to discriminatory and oppressive political systems and societies
similar to those of apartheid South Africa are doubtful. Under such conditions empowerment
will be viewed as antithetical to upholding and perpetuating both the subjugation of the
marginalised people and also domination by those with whom the locus of power resides.

Bhattacharya and Lowenberg (2010) contended that it is not possible to discard the
continued domination motivated by the O6Beckeria
thepenn6 Beckerian taste f or didcriminationnricraaads theaosiofi mp | i e
the organisation because by discriminating against workers belonging to a certain social
group, the employer would have to pay more so that work can proceed without them (Figart
& Mutari, 2005). In the South African context the Beckerian taste for discrimination would
posit that racial wage differentials in a competitive labour market may be attributed to a
willingness on the part of prejudiced white capital owners to accept reduced profits to enable
them to indulge their preference for hiring more expensive white labour rather than cheaper
black labour. One of the implications of the preference for discrimination is that it reduces the
profitability of employers (Bhattacharya & Lowenberg, 2010; Ferreira, 2014). In
empowerment settings this may translate into a reduced rate of economic returns such as
reduced economic growth although the loss is offset by the subjective premium placed on
the subservient position of the marginalised. It is clear that indulging a preference for

discrimination happens at a cost to economic growth and development.

The second or moderate stability notion had its roots in the rise in the neoliberal ideology
and the industrial democracy movement (Inglis, 1997; Harlow, Berg, Barry, & Chandler,
2012). The radical notion of empowerment was deliberately telescoped and brought within
the realm of neoliberalism so that it exemplified stability, moderation and co-option as in
working within the existing social order. In terms of this perspective the main thrust of

empowerment is on centring the individual problems that may obfuscate individual
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development and not those within the realm of the structure of the society (Duflo, 2012;
Jonsson, 2010; Rao & Rao, 2013). A radical socio-political concept such as empowerment
became adulterated, trendy and a common fbuzzwordo (Batliwala, 2007). The appropriation
of the concept by neoliberal economics and the industrial democracy movement, including
industrial and organisational psychology, transformed empowerment into a managerialist
concept (Cornwall & Rivas, 2015; Inglis, 1997; Randolph & Kemert, 2011). Managerialism
came to be seen as the organisational arm of neoliberalism (Harlow et al., 2012; Lynch,
2014).

It may be inferred from the preceding discussion that issues of power, power relations and
control are not problematized by the moderate stability notion of empowerment. Critics of
this perspective contend that empowerment becomes a delusion if it is sought within a
system that does not question the unequal disbursement of power that creates and fosters
social inequalities (Jonsson, 2010). This furthers the legitimising of the power structures in
society. The detractors of this view cite as evidence the involvement of numerous
international development and donor agencies with marginalised communities. According to
Kroeker (1995), the programmes that target the poor may be placed on a continuum that

ranges from hand-outs to empowerment.

Mehra (1997) maintained that such programmes fail because they are motivated by welfare
and not by development. Empowerment is viewed as something that comes from outside
and which is done for the marginalised who are in need of experts and with little or no
participation on the part the purported beneficiaries. Under such circumstances both the
anticipation and prevention of the problems that may plunge the marginalised into a state of
under-development and the long-term unsustainability of such programmes are not
prioritised (Guevara-Her n8nde z, Mc Cu n-4dramendiop &r @vargla:@ruz,
2012). The empowerment goals are realised upon completion of a project (Duflo, 2012).
This perspective has been censured for the scant attention accorded to the change in the
lives of the purported beneficiaries. It may be aptly described as resembling hand-outs
(Kroeker, 1995). The moderate stability notion of empowerment is also censured because
its empowerment initiatives are insufficient both to meet the long-term needs of the
marginalised and to foster self-reliance. It is undeniable that such pr oj ects as
sewing schemes are significant development initiatives that may make an immense
contribution to the empowerment of the marginalised women (Suja, 2012). For example,
womeno6s empl oyment es mayeatbeit smimueh alleviatd poverty and also
reduce the discrimination and harassment that women are sometimes subjected to in the
short-term (Duflo, 2012; Kote & Honnakeri, 2012; Rao & Rao, 2013; Savitha & Jyothi, 2012).
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However, such initiatives have been proved to be inadequate in eradicating the ideologies
that justify social inequality, the inequitable mode of accessing and controlling resources and

the structures that perpetuate prevailing power structures (Batliwala, 2012).

The moderate stability notion of empowerment has also raised fundamental questions
relating to the feasibility of empowerment initiatives in discriminatory political systems and
societies. As previously argued, the rationale for such horrendous political systems
invalidates empowerment because the two are antithetical. Research has corroborated the
argument that discriminatory political systems are characterised by the lower income of the
marginalised which has a negative impact on economic growth and development by
reducing investment (Bhattachyra & Lowenberg, 2010). Under such systems empowerment
may become a fantasy or wishful thinking because it hinges on or its prerequisite is
economic growth and development.

Interms of Burr el | and Morgands ( 18, 7conjlict and power,gthei ons o
distinction between the two views of empowerment become more pronounced. For example,
the radical social change notion views the interests of the marginalised as predominating
and regards social change as essential for their authentic empowerment. On the other hand,
the second or managerialist meaning is slanted towards serving as a facade that legitimises
the interests of a neoliberal social order that subordinates the interests of the marginalised
people. The moderate stability notion asserts that empowerment will happen as economic
growth and development occurs (Cornwall & Rivas, 2015; Dillon et al., 2014; Harlow et al.,

2012).

It may be surmised that the moderate stability perspective views conflict as a transient
phenomenon that will be eradicated by economic development and growth. On the other
hand, the radical perspective is likely to view conflict as a phenomenon that manifests
because of the antithetical interests of the groups concerned (Batliwala, 2012; Lynch, 2014).
The first perspective questions the disbursement of power in society whereas the second
completely ignores it and maintains the facade of working for the common interests
(Cornwall & Rivas, 2015; Harlow et al., 2012)

Clearly, the concept of empowerment has intrigued people from across the spectrum of
society. It has also been used by both those with radical and conservative agendas and by
both those with and without a voice. The discussion above highlighted the complexity of the
concept of empowerment. The next section focuses on the application of the concept in

management and organisational settings. Two nuanced empowerment notions within the
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domains of management and industrial and organisational psychology are elucidated i what
Fernandez & Moldogaziev (2012) refer to as managerial and psychological empowerment.
Briefly, psychological empowerment begins with the enhanced feelings of value, self-efficacy
and control which culminate in self-reliance. Managerial empowerment implies that control
does not reside with the employee but that the manager decides on the aspects to be ceded

or delegated.

2.1.2 Managerial and psychological empowerment

The origins of managerial empowerment may be traced to the ascendancy of the neoliberal
ideology and the concomitant rise in capital markets (Harlow et al., 2012). The dominant
neoliberal thought paved the way for the change in radical and transformative thought, thus
resulting in the concept of empowerment being denoted and transmitted into a more diluted
and transient concept (Batliwala, 2007; Randolph & Kemert, 2011). In the domains of the
social sciences and management the concept of employee empowerment has varying
connotations (Fernandez & Moldogaziev, 2012; Hanold, 1997). As has been mentioned,
empowerment was associated with radical social movements but, since its appropriation by
organisational management and industrial training, it has become a managerialist concept
(Appelbaum, Herbert, & Leroux, 1999; Fernandez & Moldogaziev, 2012; Inglis, 1997; Lynch,
2014).

As a result of the appropriation of the concept of empowerment by neoliberal thought and
the perceived consequent loss of meaning, some adherents of the radical view have invoked
a distinction between empowerment and emancipation (Fernandez & Modogaziev, 2012;
Freire & Shor, 1991; Inglis, 1997) According to Inglis (1997, p.4), i e mp 0 we involwes t
people developing capacities to act successfully within the existing system and structures of
power, while emancipation means critically analysing, resisting and challenging structures of

power 0.

While employee empowerment has been associated with the industrial democracy
movement over the years, the human relations movement is credited for its rise in
significance in the 1980s and 1990s (Appelbaum et al., 1999). As regards management and
industrial and organisational psychology, the concept gained momentum following the
introduction of such management philosophies as total quality and participatory
management (Seibert et al., 2011). The zenith of its popularity came in the 1990s and
culminated in a scholarly journal with a title that embraced the concept of empowerment

being launched.
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The precursors to the concept of employee empowerment often cited included job
enrichment and job autonomy with their implied increase in responsibilities that included
decision-making (Hanold, 1997; Randolph & Kemert, 2011). Empowerment in organisations
has also been seen as an effective way of improving employee attitudes and work
behaviours. Within the field of management and industrial and organisational psychology,
empowerment has been viewed as synonymous with employee participation and
involvement or delegation (Wyer & Mason, 1999; Randolph & Kemert, 2011). Employee
empowerment may be associated with the levers that managers may use in order improve
performance (Fernandez & Moldogaziev, 2012). However, there is no consensus on a
specific definition of employee empowerment, particularly one relating to the scope of the
initiative that employees may exercise, the degree of delegation of authority or the extent to
which power is cascaded to the lower ranks in an organisation (Appelbaum et al., 1999;
Dillon et al., 2014, Spreitzer, Kizilos, & Nason, 1997).

Within the field of industrial and organisational psychology terrain, empowerment exists in an
organisation if the employees are afforded an opportunity in the execution of their duties to
exercise initiative in good faith even if the initiative goes beyond their normal duties.
However, they are not arbitrarily penalised for taking the initiative if things do not go well.
Organisations that embrace employee empowerment philosophies grant their lower level
employees substantial influence on organisational matters (Appelbaum et al., 1999;

Fernandez & Modogaziev, 2012).

The advent of employee empowerment in management has not been without controversy
(Appelbaum et al., 1999). The concept has also been censured because of the hierarchical
manner in which business organisations are structured with management roles clearly
reflecting both control and power (Seibert et al, 2011). A significant segment of
management 6s prerogatives relates to the power t
influence the outcomes of decision making and access to resources (Fernandez &
Moldogaziev, 2012). Organisations also use subtler ways in which to exercise their power
such as the socialisation of employees and communicating the goals of the organisation
(Lashley, 1999; Randolph & Kemert, 2011). It is clear from the above how employee
empowerment in business organisations limits the devolution of power. Contradictions in
empowerment are obviousas the acquisition of powdearlyand ma

limit the attainment or devolution of power (Lashley, 1999).
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The managerial perspective of employee empowerment has been discredited for both its
narrow focus as well as its tendency to equate empowerment exclusively with the sharing of
decision-making authority with employees through some participative management
techniques (Fernandez & Moldogaziev, 2012). The relational view of empowerment as
management 6s (within whose ranks the 1l oc
employees who possess no power has been criticised. These inadequacies of the
managerial perspective resulted in the re-conceptualisation of empowerment as a

psychological construct (Fernandez & Moldogaziev, 2012).

Kroeker (1995) placed the need to raise consciousness at the individual level, participation in
group meetings at the organisational level, relations with service providers and the role of
national events at the societal level at the centre of the construct of psychological
empowerment. At the individual level, psychological empowerment encompasses
psychological and material goals. Psychological empowerment begins with enhanced
feelings of value, self-efficacy and control (Kroeker, 1995). Consciousness raising and
critical thinking are essential in understanding the way in which powerlessness sustains itself
and account for the marginal existence of those that need to be empowered. Understanding
botht he reality of onebs | i f e thisirdalityphoeidepomesvath
the choice between striving to change one6 s  britd eetreat from it (Fernandez &
Moldogaziev, 2012). At the organisational empowerment level, the focus is on changing the
power structures of organisation so that the organisation reflects respect, participation and
control on the part of the organisational members. The organisation strives to increase the
skills and contributions of its members as well as the sharing of responsibilities thereby
enhancing both psychological and organisational empowerment (Kroeker, 1995). However,
neither the material nor the psychological goals of empowerment are achieved through
individualistic means but rather through collective processes (Kroeker, 1995). It is clear from
this last statement that one may construe this notion of psychological empowerment as
tending towards the more anti-hegemonic social change perspective that advocates

authentic and radical change.

Societal empowerment aims at changing the structures and institutions of the society that
locks people into positions of powerlessness. National and international institutions possess
the resources that are sometimes used to sustain the marginal role of people (Singh, 2012;
Batliwala, 2007). However, such organisations have a pivotal contribution to make in terms
of circumventing the powerlessness that characterises so many communities (Duflo, 2012).
In addition, societal empowerment is also critical for sustaining individual and organisational

empowerment (Kroeker, 1995).
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In line with Thomas and Velthouse (1990) and Spreitzer (1995) and germane to its utilisation
in organisational settings, Choong and Lau (2011) explained psychological empowerment as
a construct t hat encompasses an employeeps pers
which manifests in the beliefs about person-work which fit into the four dimensions or
cognitions. Spreitzer (1995) explained the following four dimensions which define the
psychological experience of empowerment in the workplace, namely, meaning, competence,

self-determination and impact.

Meaning refers to the value of a task goal or purpose which is judged in relation to an
individual 6s own ideal s whiececmpatdamdes i(Sptrkrethzel]
own capabilities to perform task activities skilfully (Spreitzer, 1995). Self-determination refers
to independence or autonomy in initiating work behaviours and processes while impact is
about perceptions of the degree to which one may influence certain work outcomes
(Spreitzer, 1995). The uniquenessof Spr ei t z e rmbdel ligs in9he &gt that it reflects
both the cognitive and motivational elements of empowerment. For example, meaning
encompasses the intrinsic motivation to control, the competence dimension captures self-
efficacy and perceived competence while self-determination and impact capture domain-
specific, perceived control in a work context (Fernando & Moldogaziev, 2012; Spreitzer,
1995).

The significance of the psychological empowerment model proposed by Spreitzer (1995) lies
in the mediating role of the four dimensions which establish linkages between social
structural antecedents and behavioural outcomes and individual behaviour or employee
outcomes. Examples of structural antecedents are identified as managerial practices such
as access to information and resources and organisational culture while behavioural
outcomes include individual behaviours such as innovativeness and managerial

effectiveness (Fernando & Moldogaziev, 2012; Spreitzer, 1995).

At its formative stage, the psychological empowerment model was recognised for its
immense contribution in establishing the validity of the empowerment construct. However,
Spreitzer et al. (1997) also acknowledged the lack of deeper understanding of its
multidimensional nature, for example, the issue of how the four dimensions contribute to the

expected outcomes of empowerment (Spreitzer et al., 1997).

Empowerment is associated with concepts such as self-efficacy, self-worth and intrinsic
motivation (Seibert et al., 2011). Psychological empowerment has been studied in relation to

a host of constructs, including employee outcomes such as job satisfaction (Choong & Lau
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(2011; Lin & Tseng, 2013), leadership and employees outcomes (Jha, 2013; Kim & Kim,
2012) and organisational citizenship (Lin (2013). For example, psychological empowerment
is viewed as significant in terms of job satisfaction. Managers and supervisors may
implement psychological empowerment programmes that are aimed at enhancing

employeesgjob satisfaction and, increasing productivity (Choong & Lau, 2011).

However, Jha (2013) cautioned that psychological empowerment is not something just to be
talked about. It is not sufficient merely to tell employees that they are empowered.
Empowerment requires requisite changes in the managerial practices and policies of the
organisation. Hanold (1997) also warned that employee empowerment will not happen
naturally within organisations as the majority of organisations have in place numerous
disempowering structures that have been entrenched over the years. In addition to such
structur es e mp,/wighdaves ieendornied dvar theygars, may also serve as
an impediment to the creation of empowering organisations. Years of working under severe
restrictions may hinder employees from taking the initiative. Neither leadership change nor
individual learning will have sufficient impact on the creation of empowering organisations
(Hanold, 1997).

Seibert et al. (2011) indicated a set of factors on which those entrusted with enhancing
employee empowerment in their organisations should focus. At the organisational level,
high-performance managerial practices such as open information sharing, participative
decision-making and the extensive use of training are some of the vital components for

increasing empowerment.

It may be that Jha (2013) was correct in arguing that psychological empowerment may be
more significant in some industries than others, for example, the service industry as
compared to the manufacturing industry. Previously, Seibert et al. (2011) found that the
effects of psychological empowerment on job satisfaction were strongest in the service

sector.

Employee empowerment in the public sector has also been studied in Fernandez and
Moldogaziev (2012). It has been contended that empowered employees improved
performance in the public sector through innovative ways of correcting errors in service

delivery and redesigning work processes.
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As regards the concept of empowerment, it is clear from the discussions above that it is a
complex concept with numerous conceptualisations. The concept has been used both within
and outside of business organisations in different settings, from welfare hand-outs and
community self-help projects to radical projects that called for authentic social change in the
lives of marginalised people (Batliwala, 2012; Cornwall & Rivas, 2015; Singh, 2012); from
non-managerial to managerial perspectives and from community to employee empowerment
(Dillon et al., 2014; Harlow et al., 2012; Randolph & Kemert, 2011).

The discussions above have implications for the discussion on economic empowerment.
These discussions suggested that, as regards theory and practice, much may be acquired or
borrowed from the existing literature on psychological empowerment and then be tested or
absorbed into the literature on economic empowerment theory and practice. In view of the
relatively precise nature of its conceptualisation, psychological empowerment theory,
particularly in terms of its four dimensions, has much to contribute to the concept of
economic empowerment. In this regard, the role of industrial and organisational psychology

becomes pivotal.

It was noted from the literature on psychological empowerment that the construct of
psychological empowerment encompasses both psychological and material goals. However,
the process of empowerment begins with enhanced feelings of value, self-efficacy and
control (Kroeker, 1995). The relevant literature on psychological empowerment highlighted
that the four dimension of empowerment have numerous implications for the theory and
practice of economic empowerment and particularly in societies in which marginalisation has
occurred for decades. In addition, the formidable impediments to psychological
empowerment, such as powerlessness, a lack of access to the resources and the requisite
skills essential if the lives of marginalised people are to be impacted upon in the desired

manner, are likely to obscure economic empowerment.

Economic empowerment models such as the government stipulation of specific targets or
guotas or the use of the scorecards may be laudable policy initiatives aimed at expediting
the economic empowerment of previously disadvantaged people (Ntim & Soobaroyen,
2013). However, these initiatives may lack the specific details relating to the practical
implementation of empowering the previously disadvantaged. The role of Industrial and
Organisational Psychology within the economic context may be vital to facilitating the
development of the specific human attributes associated with empowerment models. For
exampl e, the uniqueness of Spreitzerés the995) m

cognitive and motivational elements of empowerment. As both a discipline and a practice
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that is concerned with the human aspect of the organisation, Industrial and Organisational

Psychology is ideally positioned to facilitate the development of such attributes.

In short, the literature on empowerment discussed above reflects the diversity of thought
regarding the construct of empowerment. Some of the conceptualisations of empowerment,
for example, Spreitzeré £1995), are well-defined and anchored in specific dimensions. Such
conceptualisations may hold numerous possibilities for the development of authentic
economic empowerment. It may, however, be concluded that, without a grounding on the
specific dimensions, the notion of authentic economic empowerment may remain elusive for
the purported beneficiaries of such empowerment. For example, using Sprei t zer 6 s (199
dimensions within the domain of economic empowerment may be helpful in evaluating the

empowerment of those whom the system is designed to assist.

After exploring the concept of economic empowerment and its models and elucidating the
historical and contemporary perspectives and applications of economic empowerment, this
chapter concluded by introducing and reflecting on business alliances and trust in these
institutions. The role of Industrial and Organisational Psychology within this context is also

briefly elucidated.

2.1.3 Economic empowerment models

At an economic level, empowerment seeks to eradicate the root causes of economic
powerlessness among the previously disadvantaged. Kroeker (1995) explains
powerlessness as a deprivation of those resources that are essential for the survival and
betterment of the lives of the marginalised. In addition, it may be regarded as an alienation
process that becomes self-perpetuating as the marginalised come to accept and hold little

expectations about their condition.

Economic empowerment encompasses change in the socio-economic status of previously
disadvantaged individuals (Dillon et al., 2014; Duflo, 2012). However, it is essential that
economic empowerment is not something that is wished for or carried out by others for the
previously disadvantaged people. While the facilitating role of the state and other social or
business institutions are pivotal, economic empowerment necessitates the involvement of its
purported beneficiaries (Batliwala, 2007; Duflo, 2012). Nevertheless, the state and other
institutions in society play a vital pivotal role in affording access to the resources essential for
the economic transformation of the lives of the previously discriminated. As explained below,

access to resources is a complex concept that transcends access to just finance or capital
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(Singh, 2012). It is possible to deduce from the two empowerment notions discussed above
that the radical social change notion of empowerment maintains that the ownership,
participation in and control of the purported empowerment programmes or initiatives by the

previously marginalised are the sine qua non for their authentic economic empowerment.

At a superficial level access to finance may be equated with or viewed as sufficient condition
to bring about economic empowerment. In fact, as has been repeatedly observed and
cautioned, although access to finance remains one of the key requirements of economic
empowerment it is also no guarantee of such empowerment (Rao & Rao, 2013). Duflo
(2012) explained economic empowerment as improving the ability of the marginalised to
access the constituents of development. However, the denial of rights and voice and a lack
of education, skills and business experience will undermine economic empowerment

initiatives as these attributes are vital ingredients of economic empowerment.

For example, in South Africa, decades of discriminatory policies deliberately ensured an
abundant supply of cheap black labour by placing restrictions on what blacks were allowed
to do (Bhattacharya & Lowenberg, 2010; Butler, 2011). This limited the pool of skilled labour
on which the country could rely. Blacks were forced to remain on the periphery of the
mainstream economy as various laws made it impossible for them to access good
education, lucrative jobs and opportunities for business (Butler, 2011; Lowenberg &
Battacharya, 2010; Lundahl, 1982; Tangri & Southall, 2008).

Untenable social divisions are often deeply entrenched in societies and may result from or
occur simultaneously with the unjust discrimination that has the effect of rendering the
marginalised people vulnerable to exploitation and under-development (Singh, 2012). As a
result those who have been marginalised may lack the ability and practical skills essential to
defining their business goals and making decisions that will facilitate the achievement of
such goals (Rao & Rao, 2013). It may, thus, be conjectured that, apart from the availability of
and access to resources such as finance or capital, the complexity of economic
empowerment initiatives may lie in the fact that often the purported beneficiaries are people
who have, over the years, been excluded from the economic mainstream and become

marginalised and, therefore, lack more than just access to finance and/or capital.

It may be theorised on the basis of the discussion above that economic empowerment is a
process through which those previously discriminated against cease to operate on the
periphery of the economic landscape, gain movement, become active participants in the

economic mainstream and acquire the ability to make economic choices. In this sense,
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economic empowerment denotes access to power. The previously disadvantaged who
operated on the periphery of the economic terrain acquire both knowledge and expertise
about their spheres of business. As a result their spheres of influence become enlarged with

this implying increased power (Rao & Rao, 2013).

In the world of today the need for empowering the marginalised is acknowledged in many
societies. However, disagreements arise with regard to the institutions of society which
should facilitate this economic empowerment (Duflo, 2012). There is controversy regarding
the role of the government or state and that of the private sector in empowering the
marginalised (Cornwall & Rivas, 2015). Nevertheless, the jargon of the proponents of state-
led and private sector-led empowerment is, in many respects, similar and this may result in a
murky or obfuscated meaning being attributed to such terms. For example, private sector-led
notions are suspicious of terms such as empowerment unless they have been clarified to
mean that economic empowerment does not precede development and that it is through

development that the marginalised may be empowered (Singh, 2012).

Duflo (2012) referred to a bidirectional relationship between economic development and
empowerment. The one assumed direction perceives development alone as playing a crucial
role in reducing the inequalities between groups while the other direction perceives that
empowerment may facilitate and accelerate development. It is possible to infer from this
relationship and also from broader literature sources the existence of two dominant
perspectives. According to the one viewpoint development alone may play a crucial role in
reducing the inequality between groups in society, for example, between females and males
and/or blacks and whites (Duflo, 2012). This stance has policy implications as it would seem
to suggest that policymakers should focus on engendering conditions that will facilitate
economic growth. However, there is also the argument that this should happen without
specific policy interventions aimed at ameliorating the position of disadvantaged,
marginalised or historically disadvantaged people. The second viewpoint states that the
empowerment of marginalised people may accelerate development (Duflo, 2012). This
perspective advocates policy interventions aimed at addressing past inequities with
policymakers adopting specific policies and strategies intended to redress imbalances and
improve the circumstances of the marginalised people. For example, according to this
perspective policymakers should develop policies and strategies that will improve the access

to rights and resources of the marginalised (Cornwall & Rivas, 2015; Duflo, 2012).

The next section expands on this discussion by reflecting on the application of the concept of

economic empowerment. Two models of economic empowerment are distinguished, namely,
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(1) the economic empowerment of the marginalised will occur as and when development
occurs and (2) policymakers should adopt specific policies and strategies intended to

empower the marginalised.

2.1.3.1 Economic development guarantees economic empowerment

The model that propounds that economic development guarantees economic empowerment
is based on the premise of minimum government intervention in the economy and is
opposed to the introduction of special policies or laws to empower the economically
marginalised (Duflo, 2012). The fundamental issue thus becomes the focus of policy-makers
vis-a-vis economic development and economic empowerment. The proponents of this model
(economic development guarantees economic empowerment) tend to suggest that the
government should not legislate for economic empowerment and should, instead, play a
minimal role in the economy except for creating conditions that enable economic

development (Baker & Greene, 2011).

Duflo (2012) argued that poverty and lack of opportunity breed inequality between males and
females. He went on to say that, when economic development occurs, it curtails poverty and
benefit women in the following two ways: (1) when poverty is curtailed the condition of
women, in common with all other members of society, improves and (2) gender inequality
declines with poverty and, ipso facto, with development, the condition of women improves
more than that of men. However, Duflo (2012) believed that economic development is a

necessary, but not sufficient, condition for gender equality.

The argument is that with less government interference in matters pertaining to the economy
and the private sector operating in an unfettered way, economic development is facilitated.
Economic development results in more resources available to be shared, including with the
marginalised. In this way, thus, economic development ameliorates societal inequalities and

facilitates economic empowerment (Duflo, 2012; Rao & Rao, 2013; Savitha & Jyothi, 2012).

The literature review revealed a degree of support for this perspective. It has been argued
that economic development and growth reduce poverty and, thus, have a positive impact on
gender equality (Duflo, 2012; Singh, 2012). As regards gender equality, Duflo (2012)
observed that poor households tend to face more constraints than richer ones. However,
economic development and growth lessen the constraints faced by poor families (Savitha &
Jyothi, 2012). In addition, the increase in the availability of resources may help to reduce the

excess vulnerability of the marginalised, including women (Duflo, 2012; Rao & Rao, 2012).
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Households are enabled to afford basic food as a result of economic growth (Duflo, 2012).
Economic development and growth reduce poverty as more resources become available
while the government is able to render services or offer grants that may help to sustain the
marginalised in the short-term. The availability of jobs may also make it possible for

households to avoid marginal subsistence (Singh, 2012).

Nevertheless, despite the convincing arguments in favour of the minimal role of the state or
policymakers in ameliorating the conditions of the marginalised people, questions about the
adequacy of the economic growth and development model persist (Horwitz & Jain, 2011).
Answers to these questions would require an examination of the prevailing material
conditions in every situation. The answers to the questions may also differ depending on the
way in which the constituent social groups co-exist or co-existed. Institutionalised
discrimination such as sexism and racism or the remnants thereof may create conditions that
render the arguments in favour of the economic development model ineffectual (Horwitz &
Jain, 2011; Van Scheers, 2010).

After independence in 1957 and a decade of economic growth between 1960 and 1970, the
income inequalities inherited from the colonial period in Malaysia worsened with the rich
becoming richer and the poor becoming poorer (Doraisami, 2012). Prior to the adoption and
implementation of government interventionist policies, the rising productivity and the
concomitant economic growth benefited primarily those people who owned the means of
production or the well-to-do (Gabriel, 2015). This does not, however, negate the argument
that full employment and productivity increases may result in wage increases but, instead, it
may imply that, in a situation in which there is rising productivity, the bulk of the returns are
likely to accrue to the well-to-do. In Malaysia many of the indigenous people attributed their
socio-economic plight to the ethnic Chinese economic hegemony. The situation of the
underprivileged and impoverished indigenous Malay or the Bumiputeras became dire
(Gabriel, 2015; Jomo, 2004).

In addition, research has substantiated the argument that discriminatory political systems
and societies tend to exhibit low economic growth (Bhattacharya & Lowenberg, 2010). Prior
to 1994, South Africa had been a country of racial separation and white superiority and
domination. Bhattacharya and Lowenberg (2010) reported that, during this time, the country
experienced low economic growth because of the need of the privileged to satisfy their

Beckerian tastes.
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The thesis of the model premised on 6deconomic gr
is that economic growth and development will enhance the economic empowerment of the
disadvantaged people. The issue of no government intervention is intriguing when one
considers the imperfections of the markets (Horwitz & Jain, 2011). As already mentioned,
the Beckerian taste for discrimination is common in societies or systems characterised by
institutionalised racism or sexism and precludes the privileged from changing their minds
about the subservient position of the marginalised (Bhattacharya & Lowenberg, 2010). One
may, thus, conclude that, in societies where discrimination is institutionalised, the market
forces will not fundamentally alter the marginal economic position of the disadvantaged and
the gap between the haves and the have nots may become bigger (Hart & Padayachee,
2013).

One may hypothesise about the possible link between this economic model and the two
empowerment perspectives discussed earlier. The moderate stability notion of
empowerment is likely to co-exist with this economic policy model as a result of their mutual
preference for stability, moderation and working within the existing social order. In addition,
neither advocates government interventions in order to improve the situation or conditions of

the previously marginalised.

2.1.3.2 The government should adopt economic empowerment policies

The issue that confronts those who believe that the government should intervene in matters
relating to the economy is the extent to which policy makers should intervene through

policies aimed at empowering the marginalised.

The perspective that the government should intervene does not negate the role that
economic development may play in the economic empowerment of the marginalised. The
perspective stipulates that economic growth and development are not sufficient to overcome
many forms of either present or past discrimination and, consequently, empowerment must
not be left to the whims of the markets (Duflo, 2012; Horwitz & Jain, 2011). Economic
empowerment requires unequivocal and unambiguous policy and action aimed at

empowering the marginalised, including women (Jonsson, 2010; Singh, 2012).

Inequities in the workplace between men and women and blacks and whites abound (Duflo,
2012). The literature provides extensive evidence of both gender- and race-based
inequitable treatment of employees with women and blacks, who are equally as qualified and

competent as their male and white counterparts, earning less as well as evidence that
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female and black leaders are often evaluated more negatively than their male and white
counterparts (Duflo, 2012). Although archaic and discredited, at some point the eugenics
was influential and the vestiges of this thought pattern continue to plaque many societies
(Blum, 1978; Kamin, 1976; Kohn, 1995). It is observed that this occurs even in countries in
which social movements have engaged in struggles for equality and democracy (Batliwala,
2007). Democracies flourish and economies grow but the inequality remains firmly
entrenched with prejudice and stereotypes remaining a formidable barrier to equality. This
observation makes it imperative to develop and implement policies and strategies aimed at
realising equality between people of, for example, different gender and race (Singh, 2012).

The affirmation and empowerment of women and blacks become a logical step in
ameliorating the marginal economic common condition in which they are likely to find
themselves. Realising equality between men and women and whites and blacks requires
special legislation or policy (Constitution of the Republic of South Africa Act of 1966).
According to Duflo (2012), equality is a desirable goal in and of itself and to bring it about it is
essential to develop, implement and take policy actions that favour women at the expense of
men and do so for a |l ong ti me. Duf | odesarcont ent

justified if they fuel further economic growth and development.

In re-examining the above discussion on the two models, one may observe that they are not,
in fact, necessarily mutually exclusive. As regards the model that suggests that economic
development stimulates economic growth, the view is that economic development is more
possible if there is minimum government interference in matters pertaining to the economy
and the private sector is allowed to operate in an unfettered way,. However, while some of
the consequences of economic development include more resources to be shared and the
curtailment of poverty, the rich tend to amass the benefits with little or no real benefits
accruing to the previously marginalised. As it will be noted later in this chapter the
Malaysian experiences offer a salutary lesson. The Malaysian experience clearly shows that
government interference does not guarantee the inviolability of economic empowerment. It
may, thus, be concluded that the issue may be more complex than merely whether
governments should intervene or not as it has been proved that governments are unreliable

custodians of the economic interests of the previously disadvantaged.
The next section discusses the historical perspectives on economic empowerment by

focusing both on the epoch-making trajectory of Afrikaner economic empowerment and on

the early economic empowerment experiences of Malaysia.
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2.2 HISTORICAL PERSPECTIVE

The central theme of the preceding section was that the concept empowerment may be
viewed using different lenses and, thus, the concept may assume different meanings in
different situations. In other words, people tend to follow different paths to empowerment
because they use different lenses which then inform their assumptions of what truly
constitutes empowerment. It became extremely clear from the above elucidation of the two
notions and models that the concept of #de
and settings and also in different ways. It may, therefore, be inferred from the discussion in
the previous section that it is not possible to circumscribe both the meaning and the
application of the concept by the South African experience.

It is argued that the application of the concept of economic empowerment is not new to post-
1994 democratic South Africa. The roots of economic empowerment in South Africa may be
traced back to the rise to power of the Nationalist Party during the 1940s. The economic
empowerment of the Afrikaner became the watchword for the new government. The factors
that may perhaps have induced the National Party to make Afrikaner empowerment priority

are explored below.

Whereas the hegemony of white society and discrimination against other race groups has
been a feature of South African life since the advent of the Union of South Africa in 1910, the
National Party government engineered and perfected the system of apartheid through a
series of laws (Esman, 1987). Briefly, apartheid stratified the society in terms of race with

Africans forming the bottom stratum of the socio-economic ladder.

2.2.1 The trajectory of Afrikaner empowerment

Van Scheers (2010) asserted that Broad Based Black Economic Empowerment (BBBEE) is
reminiscent of the rise to power of the Afrikaner National Party in 1948. The rise of the
Afrikaner was epoch-making. The founding of the Union of South Africa was preceded by a
myriad of internecine conflicts and wars between the various population groups, including
those between the Afrikaans and English speaking people (Giliomee, 2008). Prior to 1948
and specifically following the defeat of the Boers in the Anglo-Boer War and the Great
Depression that gripped the world in the 1930s, the Afrikaners were treated in an extremely
callous way by the English speaking whites and were reduced to a piteous and deplorable
state. In fact the state of the Afrikaner resonated with the powerlessness endured by black

people prior to 1994. Several Afrikaners were forced to leave their farms in search of jobs in
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the urban areas with many reduced to taking unskilled jobs on the mines. The scale of
poverty within the Afrikaner community gave rise to the notion o f Ahel pmekaar o ( he
other) (Seeking & Nattrass, 2011).

The wealth disparities between the Afrikaans and English speaking people were extremely
pronounced with the former being relegated to the bottom rung of the socio-economic ladder
of the white population (Esman, 1987). A group of wealthy Afrikaners came together to
establish a short term insurance business that could provide loans and credits to the
Afrikaners who were excluded by the English controlled banks. They first formed the Suid
Afrikaanse Nasionale Trust en Assuransie Maatskappij (Santam). This was followed by the
formation of a second business known as the Suid-Afrikaanse Nasionale Lewens-
Assuransie Maatskappij Beperk (Sanlam). Both the funding and the operations of these
organisations were limited to the Afrikaner population. Sanlam subsequently funded a
number of Afrikaner business initiatives (Esman, 1987, Chabane et al., 2006).

Giliomee (2008) referred to two paths to economic empowerment that may be taken by a
disadvantaged group. He asserted that the first path was similar to the Afrikaner case where

there was a general ethnic mobilisation with the economic advancement of the group being

linked to the pursuit of political power . Gilio
mobilisation did not receive much direct state aid and did not impose serious burdens on the
economical |l y da#dcaordng torGgiomeger (2008p, dhe second path is state

driven and may be associated with post-apart hei d South Africa and Ma
interventions. However, as is argued later in this section, the Afrikaner economic
empowerment was, up to a point, privately driven by Afrikaner entrepreneurs although the

massive economic empowerment of the group had been preceded by the National Party

gaining power through democratic means in 1948. The economic empowerment of the

Afrikaners is seen as the most dramatic case on record of a government using political

power for ethnic, economic advancement (Esman, 1987). It may, therefore, be argued that

t h e g rsgnfipadtseconomic empowerment became a reality with the allocation of
considerable state resources to Afrikaner schemes and ventures. Eventually the National

Party policies also deprived the blacks of all economic opportunities (Battacharya &

Lowenberg, 2010).

In pursuit of their dream of delivering poor Afrikaners from acute poverty, the economic
mobilisers planned their businesses around three main objectives, namely, (1) making profits
for the shareholders, (2) promoting the collective advancement of the Afrikaners and (3)

helping poor Afrikaners by offering them respectable jobs (Giliomee, 2008).
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Having assumed power the National Party government unwaveringly intervened in the
economy in order to assuage the problem of poor whites, specifically Afrikaners (Esman,
1987). The trapped empowerment project of volkskapitalisme, which had not made headway
because of the limited resources at the disposal of the Afrikaner prior to 1948, was given a
momentous boost by the ascendancy of the Nationalist Party to state power (Ponte, et al.,
2007). According to Ponte et al. (2007), rapid Afrikanerisat i on ensued
resources were systematically deployed to cultivate Afrikaner wealth.

The variousbr anches of the state were used private
business (Ponte et al., 2007). The more specific economic empowerment schemes
implemented included the long-envisaged state business being directed to Afrikaner banks
and the state assuming a more prominent role in the areas of post, communications,
electricity and transport (Esman, 1987; Ponte et al., 2007). The Afrikaner benefited through
both direct employment and procurement in these areas. The two state owned corporations
or parastatals of Eskom and Telkom as well as Sanlam and other Afrikaner founded and
nurtured commercial entities are examples of how the Afrikaners benefitted from the state

(Seekings & Nattrass, 2011). The issue of government preferential treatment was

as t he

ever a

exemplified by Sanl amés <contract to writeorgivicanvantsl i f e a:

which all owed the organisationds ageimordertd i r st

sell policies (Giliomee, 2008).

Thus, the political victory of the Afrikaner signified the dawn of a new era characterised by
decisive interventionist economic policies that sought to elevate Afrikaners from their
subordinate economic position (Battacharya & Lowenberg, 2010). Sanlam, as an Afrikaner
business organisation, became one of the prime beneficiaries of the rise of the National

Party to political power. It spawned institutions such as Volkskas, which was the banking

vehicle of the South African governmentandc ont r ol Il ed the government s

many other companies such as the Checkers retail outlets.

At the same time, as the Afrikaner empowerment was implemented, consolidated and
perfected,t he maj ority of the countryds peopl e
right to vote. For the majority of the South African population the rights to education, jobs
and economic opportunities were limited (Seekings & Nattrass, 2011). The apartheid policy
created a system of racial capitalism that preyed on blacks and confined them to the fringes
of the national economy (lhederu, 2004). Through the promulgation of endless laws and the

systematic application of apartheid at all three tiers of government (national, provincial and
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local), successive Afrikaner governments created one of the most unequal societies in the
world (Acemoglu, Gelb, & Robinson, 2007).

The white segment of the South African society had the benefit of more privileges and
opportunities relative to other social groups. A considerable body of legislation denied blacks
access to education and jobs and, as a result, created labour shortages which were not
conducive for economic growth (Bhattacharya & Lowenberg, 2010; Duflo, 2012). Legislation
as wide-ranging as the Mines and Works Act, Act No 12 of 1911, as amended, the Bantu
Education Act, Act 47 of 1953 and the Extension of University Education Act, Act No 45 of
1959 barred blacks from certain skill categories and ensured inferior trained or educated
black people. Blacks were restricted to the cheap, unskilled labour categories.

It has been argued that the economic costs of sustaining apartheid were exorbitant.
Apartheid labour market policies such as job reservation, separate and inferior education for
blacks and influx control created an acute shortage of skilled labour (Bhattacharya &
Lowenberg, 2010). In addition, both the international condemnation of apartheid policies as
repugnant and the ill-conceived economic policies such as the decentralisation of the
manufacturing industry, tariff protection and the high import content of capital goods strained
the balance of payments. This contributed significantly to current account deficits
(Bhattacharya & Lowenberg, 2010).

Economically, the policy of apartheid resulted in lower levels of inputs in terms of both
human and physical capital and a greater share of government consumption expenditure in
gross domestic products (GDP). It also limited economic growth because it was costly to
maintain while less tax revenue was collected because of concessions to companies located
in the Bantustans (Battacharya & Lowenberg, 2010; Butler, 2011). Decades of deliberately
ensuring an abundant supply of cheap black labour by placing restrictions on what blacks
were permitted to do circumscribed the pool of skilled labour on which the country could rely.
Blacks were forced to remain on the periphery of the mainstream economy as various laws
made it impossible for them to access good education, lucrative jobs and opportunities for
business (Butler, 2011; Lundahl, 1982; Tangri & Southall, 2008).

Both the proponents and sympathisers of the tyrannical system of apartheid make dubious
assertions that exaggerate the economic efficiency and growth that followed the systematic
implementation of apartheid. Bhat t achar ya and L owe nlweangd the
exceptional studies that painstakingly grappled with the issue of whether the economy of

South Africa flourished under apartheid. The study used and relied on empirical data to
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debunk the myth about Sout h Afri cabds economi apartheidrrdgime. ma n c e

Compared with similar countries in the years following the inception of apartheid, South
Africabs gross domestic product ( GDP) per
Bhattacharya and Lowenberg (2010) and Wittman (2012) articulated, although statutory
apartheid ended in 1994, the burdens created by the legacy of years of white domination
and racial separation have compromised economic performance deep into the post-
apartheid era.

In addition to the factors identified above, a plethora of factors may be used to explain the
poor economic growth and economic inefficiency in apartheid South Africa. These are by no
means limited to the following factors as identified by Bhattacharya and Lowenberg (2010):

1 Low levels of investment and decrease in foreign capital inflow due to the
uncertainties of apartheid. This, in turn, contributed to low growth rates.
Foreign lenders withdrawing credit as a result of the unrest in South Africa.
The security and defence costs of apartheid reduced the share of investment in GDP
Current account deficits grew as a result of the decreased foreign capital inflows and
the depletion of foreign exchange reserves which were accompanied by the
government curtailing imports by devaluing the currency

1 Apartheid education policies were, by design, a reflection and an embodiment of the
government 6s | ow rates of i n espexitllyn ennbtack
labour. Shortages of both skilled and unskilled labour resulted from the job
reservation and influx control which created the migrant labour system which
proscribed blacks from entering certain occupations. This limited the availability of

labour and led to a high labour turnover and high costs of training.

Although the system of apartheid was unique to South Africa it has been frequently noted
that many countries of the world were, and some continue to be, afflicted by discriminatory
political systems and practices (Bhattacharya & Lowenberg, 2010; Singh, 2012). The
remnants of such systems include racial, ethnic and gender polarisation and tremendously
unequal societies (Dillon et al., 2014; Harlow et al., 2012). Wittmann (2012) noted that post-
apartheid South Africa is still confronted by the vestiges of institutionalised racism or
discrimination. Whereas the 1994 demaocratic elections signified the demise of statutory
discrimination, the subordinate economic position of those who had been disenfranchised for
decades did not disappear immediately (Van Scheers, 2010). However, this line of argument

should neither suggest an obliviousness to nor ignorant feigned posturing at the billions of
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rand unaccounted for through the misappropriation, corruption and maladministration in
successive, post 1994, democratic South African governments (Emuze & Adlam, 2013; Hart
& Padayachee, 2013).

The issue of Afrikaner economic empowerment exemplifies a contemporary, interventionist
state being put to use for explicitly ethnic, economic objectives (Esman, 1987). It may be
concluded that the government-led Afrikaner economic empowerment, although not directly
guided by a piece of specific legislation, was effectively implemented by virtue of the various
discriminatory laws that sought to protect and advance white privileges as well as the
government practices that tended to favour Afrikaner interests. Accordingly, the existence or
non-existence of overt legislation is not a sufficient indicator of either the presence or
absence of a gover nment 60s stratagiesn anthi programmnmeg
(Bhattacharya & Lowenberg, 2010; Esman, 1987).

In accordance with the constitutional dictates, the first democratically elected government in
South Africa espoused policies that sought to redress past imbalances so that the newly
found political freedom and choice could be exercised contemporaneously with social and
economic freedom and choices. Section 9 of the Constitution of the Republic of South Africa
Act of 1996, referred to as the Equality Clause, stipulates that equality includes the full and
equal enjoyment of all rights and freedoms. It further states that, in order to promote the
achievement of equality, legislative and other measures designed to protect or advance
persons, or other categories of persons disadvantaged by unfair discrimination, may be
taken. The issue of economic empowerment in post-apartheid South Africa and the way in
which it compares with other modern perspectives are elucidated later in this thesis. The

next section addresses the Malaysian experience.

2.2.2 A glimpse of the Malaysian experience

Malaysia became an independent country in 1957. The New Economic Policy (NEP) was
initiated in 1970 as a response to both the extreme poverty in the country, especially among
the indigenous Malay people (Bumiputeras) and the inter-ethnic tension emanating from the
huge, ethnic, economic disparities that typified the country (Tyson, 2011). The catalyst for
the drastic economic policy change may be found in the 1969 race riots which were fuelled
by the acute poverty and enormous economic disparities between the Chinese and the
indigenous Malay people, with the latter being at the bottom of the socio-economic ladder
(Aziz, 2012).
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Mal aysi ads economic empower ment of t hepecficdi genolt
interventionist and distributional government policies and legislation. The thrust of the
distributional policy was two-pronged, namely, to reduce and, eventually, to eradicate
poverty, regardless of race, and to restructure the Malaysian society in such a way so as to
eliminate the identification of race with economic function (Jomo, 2004; Ramli,

Kamarunzaman, & Ramli, 2013).

The latter goal of restructuring society identified four specific issues that were to be

addressed (Doraisami, 2012). The first issue involved curtailing the income inequities

between Malay and non-Malays and raising the income levels of the less developed states.

Secondly, the strategy aimed at effecting changes in the employment patterns to make it

possible for the Malays to be represented in the higher-earning professional and technical

occupations inordert o r ef l ect the countryds demographics
increasing the indigenous Mal ayés corporate owl
strategy aimed at creating a Malay commercial and industrial community by increasing

Malay ownership of and participation in the small scale commercial and service sectors

(Doraisami, 2012; Yeoh, 2013).

The economic growth path in Malaysia is distinguished by several policy phases. For
example, the NEP was associated with the First Outline Perspective Plan (OPP) which was
implemented during the period 1971-1990. The NEP was then replaced by the National
Development Policy which was associated with the Second Outline Perspective Plan for
1991-2000. Subsequent to this, the National Vision Policy connected to the Third Outline
Perspective Plan for 2001-2010 was adopted. The thrust of the latter two policies included
rapid economic growth, industrialisation and structural change (Jomo. 2004). However, it is
believed that the fundamentals of the NEP continued to be embodied in the economic
policies of Malaysia beyond the OPP (Doraisami, 2012; Gomez, 2012).

The NEP included precise and unambiguous policy targets. For example, as regards the
eradication of poverty, the NEP policy had as its objective the reduction of poverty from 49%
in 1970 to 16% in 1990 in Peninsular Malaysia. In order to restructure the economic life of
the Malaysian society, the policy contemporaneously sought to increase the corporate stock

ownership of the indigenous Malay people from 1.5% in 1969 to 30% in 1990 (Jomo, 2004).

Despite numerous challenges such as the credibility of the data provided by the government
and the intricate nature of poverty measurement as well as the contentious manner in which

the government measured poverty, it is believed that there was evident poverty reduction in
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the country (Doraisami, 2012). As regards the restructuring of the society, the NEP resulted
in an increase in both the capital ownership and representation in professional occupations
of the indigenous Malay people (Jomo, 2004). Despite the fact that the forecasted policy
targets were not met, wealth creation among the previously marginalised was also visible
(Ramli et al., 2013).

The Malaysiangover nment 6s economic policies were criti
ownership, education and employment opportunities, among others. However, the policies
appeared to explicitly favour the Bumiputeras or the indigenous Malay and triggered
resentment on the part of those who viewed the policies as exclusive or favourable only to
the Bumiputeras (Doraisami, 2012; Jomo, 2004). For example, the 1975 legislation known
as the Industrial Coordination Act (ICA) introduced stricter business licencing and business
organisations were compelled to put aside 30% of the corporate equity for the indigenous
Malay interests. The same legislation required foreign business organisations to bestow 70%
of ownership on Malaysians with a minimum of 30% to be awarded to the indigenous Malay
people or the Bumiputeras (Ramli et al., 2013). In addition, the non-Malay organisations had
to take measures to ensure that they complied with the required demographic
representations. These policies clearly had implications for organisations, especially foreign

organisations wanting to invest in Malaysia (Chan, 2012).

The government effected resolute economic interventions through the NEP. State-owned
enterprises were pivotal in increasing the participation of the Malay. For example, the
Permodalan Nasional Berhad (PNB) was central in identifying organisations with sound
potential for growth and set up Amanah Saham Nasional (ASN) to buy PNB assets at cost
and then sell them to Malay people (Doraisami, 2012). This promoted the participation of the

indigenous Malay people in the economic mainstream.

Despite the experience of several recessionary periods, Malaysia did not abandon the NEP.
However, certain radical policy alterations were effected. The government adopted
privatisation as some of the public utilities were not financially viable and this was imposing a
financial burden on the state. Privatisation was geared towards accelerating economic
growth, promoting competition and efficiency, reducing the financial and administrative
burden on the state and stimulating private entrepreneurship and investment (Chan, 2012;
Patel & Graham, 2012). However, the shares of the privatised organisations were under-
priced, thus denying the state significant revenue. Nevertheless, even in the privatisation

drive, the interests of the Bumiputeras were safeguarded (Doraisami, 2012).
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The thrust of the Malaysian economic policies as encapsulated in the NEP and subsequent
policies is sometimes equated with the economic empowerment of the Bumiputeras
(Doraisami, 2012). In multi-ethnic societies, especially where ethnic differences coincide with
economic inequalities, such policies have been censured because of their alleged partisan
orientation and are resented by the groups that are not targeted. In addition, they have often
been associated with ethnic strife and conflict (Gomez, 2012; Jomo, 2004). Gomez (2012)
referred to the vertical and horizontal perspectives of policies that address the needs of the
people. Vertical policies tend to adopt a more universalist perspective that advocates
addressing the needs of all people in need, irrespective of their ethnic affiliation. On the
other hand, the horizontal perspective promotes identifying inter-group inequality and
targeting the ethnic groups that are in the most need of help (Gomez, 2012). Successive
Malaysian governments have considered economic empowerment as a viable policy and

have regarded the Malay as the prime beneficiaries of such a policy.

It is possible to distinguish equivalences and dissimilarities between the experiences in
Malaysia and in South Africa. This does not, however, imply ignoring the potpourri of
material conditions in the two countries, including the ascendancy of the neoliberal and the
globalisation rhetoric, the economic recessions experienced by both countries and the

political dynamics unique to each country (Harlow et al., 2012; Molla, Adam, & Murad, 2011).

One of the extremely distinctive features of the Malaysian economic empowerment has been
the way in which successive governments have treated the economic empowerment of the
Bumiputeras as a political matter. Specific legislations were used to implement economic
empowerment of the Bumiputeras in Malaysia (Aziz, 2012; Doraisami, 2012). In South
Africa, while economic empowerment legislation still exists, it is argued that the South
African government has removed economic empowerment from the political agenda and

relegated it to the level of an administrative and technical issue (Ponte et al., 2007).

The implementation of the Malaysian restructuring or economic empowerment plan has
been criticised for the fact that state and privatised projects have been awarded to Malay
connected to the ruling political party, UMNO. For example, the economic empowerment
plan was alleged to have been awarded without the benefit of a proper and independent
body (Gomez, 2012). Similar criticisms have been levelled against the implementation of the
plan aimed at economically empowering the previously disadvantaged people in South
Africa. The attack on black economic empowerment has been two pronged: (a) by virtue of
focusing on the previously disadvantaged segments of the South African society, the black

economic empowerment is interpreted as being exclusionary and (b) it has been seen as
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awarding economic empowerment projects to the ruling African National Congress (ANC)

(Arya & Bassi, 2011). These experiences resonate with the experiences in Malaysia.

The activiti-eskef budianke Bserserimg the implementation of the
empowerment plan and some Malay businessmen were accused of taking for granted the
assistance provided by the Malaysian Government (Gomez, 2012). The @&li Baba systemé
refers to a situation whereby indigenous Malay organisations (Ali) obtained a contract from
government 6s economic empower ment system

ethnic Chinese-owned organisation (Baba). A new generation of Chinese businessmen

di scovered rapi-deeveiangd alnl idrnecrets wi t h Ma |

personnel and members of the royal families who were invited to participate as shareholders
in the alliances. Thus, some Chinese businessmen were able to procure licenses, permits
and contracts and embark on business ventures regulated by the state by exploiting
important sources of Malay capital such as Pernas, PNB and Peremba Berhad (Gomez,
2012).

As a result the Chinese were reluctant to invest in Malaysia while some withdrew their
assets from the country and moved them to other countries such as Indonesia, Hong Kong
and Singapore (Gomez, 1996). In addition, there was a considerable number of Bumiputeras
in the top business positions although the functional company directors were predominantly
Chinese while the Bumiputeras functioned in symbolic capacities only (Gomez, 1996). The
Bumiputeras who wanted to get rich quickly preferred to collect rentier profits as frontmen for
the Chinese without being actively involved in business. This was known as 6 ABd b

relationships (Means, 1976).

The Chinese were often reluctant to enter into joint ventures with Malay people as many of
the latter expected to be funded on easy terms. However, interethnic business coalitions
became increasingly important over time, often with ethnic Malays securing rents for gaining
access to government-determined business opportunities while the ethnic Chinese partners
who had access to capital and business acumen were doing the actual work. Such joint
ventures have generated considerable resentment, especially among those denied access
to such business opportunities (Tyson, 2011). Similar sentiments regarding business
ventures between whites and blacks have been expressed in South Africa with issues of
window dressing being widely reported in the country (Butler, 2011; Du Toit, Kruger, &
Ponte, 2008).
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During the 1970s and 1980s Malaysia experienced rapid economic growth with some of the
goals of the NEP being advanced. However, it is also argued that more, especially regarding
poverty eradication, could have been achieved if government waste had been minimised and

government allocations used for their bona fide purposes instead of enriching politicians.

In conclusion, it may be observed that the trajectory for the economic empowerment of the
Malay people and that of the Afrikaners have in common decisiveness in terms of
government interventions. However, the Malaysian economic empowerment was governed
by extremely specific government suasion and legislation. The experiences from the early
years of both Afrikaner and Malaysian economic empowerment provide some basis for a
comparison with the contemporary South African economic empowerment trajectory. The
experiences of the Afrikaners and the Malay people are important reference points as
economic empowerment constitutes a significant context in terms of an investigation into

trust in alliances between TCs and HDIs in South Africa.

2.3 CONTEMPORARY PERSPECTIVES

At the beginning of the 1990s the National Party government in South Africa adopted a
conciliatory stance and shifted its views on social relations and the coexistence of social
groups to the point of challenging the very foundations of apartheid (Hart & Padayachee,
2013). The conciliatory stance has been attributed to an array of social, economic and
political factors, including internal social unrest and international solidarity against apartheid.
The economic pressures included the growing current account deficit and decreased foreign
capital inflows (Ponte et al., 2007). The transition to democracy took place in 1994 and
South Africa saw the end of statutory apartheid. However, the new government and state
had to contend with the legacy of apartheid in terms of the massive economic disparities

between the various racial or social groups (Acemoglu et al., 2007).

The post 1994 period has witnessed concerted and multifaceted efforts by the South African
government to facilitate the economic empowerment of the previously disenfranchised
people who are at the bottom rung of the socio-economic ladder of society (Arya & Bassi,
2011). However, for the majority, political freedom had not signified economic freedom (Du
Toit et al., 2008). At a socio-economic level economic empowerment has meant widening
the economic base so that it is inclusive of the various population groups. According to
Ponte and Van Sittert (2007), in the context of post 1994 South Africa, the vast majority of
the people had expectations that political freedom would ameliorate economic hardships.

Accordingly, the government initiated policies that aimed at increasing the participation of the
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previously disadvantaged in the economic mainstream through legislation as diverse as the
National Empowerment Fund Act (1998); Competition Act (1998); Preferential Procurement
Policy Framework Act (2011) and Black Economic Empowerment, among others (Ponte &
Van Sittert, 2007).

The concept of economic empowerment has been applied in diverse settings, ranging from
the non-legislated, voluntary measures akin to those initiated by socio-economic
development organisations such as non-governmental organisations (NGOs) and the macro-
credit loan schemes common in India to the formalised and legislated economic

empowerment policy initiatives such as those in South Africa and Malaysia (Batliwala, 2007).

The thrust of the discussion in this section is on the decreed and government sponsored
economic empowerment policies in South Africa and elsewhere. However, this does not
imply that the non-legislated empowerment initiatives do not have the desired impact on the
lives of the marginalised or previously disadvantaged people. On the contrary economic
empowerment is viewed as a multifaceted process that requires a multi-pronged approach in
order to effectively empower the previously disadvantaged (Van Jaarsveld, 2005). The
section will focus on other non-decreed empowerment initiatives, albeit cursorily, because
the central purpose of the discussion is to elucidate the contemporary South African
perspective and applications of economic empowerment and scrutinise these applications

vis-a-vis earlier experiences in South Africa and elsewhere in the world.

Black Economic Empowerment (BEE) emerged as a concept in South Africa in the early
1990s (Emuze & Adlam, 2013; Dillon et al., 2014). Initially BEE was regarded as a policy
that endeavoured or was geared to increasing black control of the economy through black
ownership of shares in major business corporations. However, Ponte et al. (2007)
maintained that the issue of the rationale behind BEE has been framed differently by
different groups with varying interests: (a) BEE has been seen as facilitating the socio-
economic functioning of a society that, because of historical reasons, was in danger of
imploding; (b) BEE has also been viewed in terms of the formation of a black capitalist class
that would provide legitimacy to the neoliberal economic and political system in South Africa
and, ipso facto, the white capitalist class and (3) BEE has also been regarded as providing
the linkages between the black capitalist class and the ruling elite which may give rise to a
corrupt and nepotistic governance system. Nevertheless, whatever the notion advanced, the
different framings are the consequence of the incessant discourse and debates on black
economic empowerment as well as a reflection of stak e hol der sd under st

of what black economic empowerment represents (Pate & Graham, 2012). The varying
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perceptions may foster the perception that black economic empowerment is an amorphous
concept and tool. It is for this reason that Ponte et al. (2007, p. 936) proposed that
understanding the essence of black economic empowerment may lieinfidi ssect i
devices and discourses from the actual policy levers applied and the interests ultimately

benefitting from BEEO.

The process of the economic empowerment of the previously disadvantaged began in
earnest in the early 1990s. A number of traditional companies and conglomerates listed on
the Johannesburg Stock Exchange (JSE) unbundled parts of their businesses and sold their
stakes to black consortia (Ntim & Soobaroyen, 2013; Ponte et al., 2007). For example,
Sanlam sold its stake in Metropolitan Life to a black owned consortium; Anglo-American sold
control of Johannesburg Consolidated Investments (JCI) to the entrepreneur Mzi Khumalo
while a few other JSE listed companies sold a number of their equity stakes to black
investors. The majority of these equity acquisitions made by black empowerment structures
were based on loans from the traditional companies (TCs) and, thus, many of these black
empowerment organisations were highly indebted as they had borrowed money to purchase
their shares. Such loans implied that the real control resided with the established
organisations or TCs (Tangri & Southall, 2008; Ward & Muller, 2010).

The miniscule black economic empowerment progress which had been made was shattered
in 2002 when a draft of the Mining Charter was leaked (Beall, Gelp, & Ponte, 2008). The
leaked document revealed, to the disgruntlement of capital, that the government planned to
increase black ownership in the mining sector to 51%. BEE ownership of the JSE was
reduced from about 7% to approximately 2.2%, thus revealing the fragility of the foundations
of black economic empowerment (Beall et al., 2008). The decline of the stock market
inevitably impacted adversely on the share price performance. The highly indebted black
empowerment structures were now faced with the problems of the declining stocks as well
as the rising interest rates. These two problems then debilitated the capacities of these
empowerment structures to service their debts because they were heavily reliant on the flow
of the dividends to do so (Tangri & Southall, 2008). In addition to the economic performance
of some of these empowerment ventures, the perceived association of BEE with cronyism

and the lack of broad-base continue to abound (Patel & Graham, 2012).

The floundering of BEE led to the appointment of a BEE Commission to address the

perceptions of its flaws and to provide definitions and processes or what Ponte et al. (2007)

ng

referred to as t h elarification and codification of BEEa This6c | ar i fi cati ono

inadvertently detached BEE from the political agenda and transplanted it to the discussions
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on technical and system performance. The implications of this detachment are elaborated on

in the next section 1 Critical Evaluation and Synthesis.

The BEE Commission also contributed significantly to the concept of Broad-Based Black
Economic Empowerment (BB-BEE). Briefly stated, the indictment against BEE has been that
it was not broad-based. Despite the persistent and acute poverty of the vast majority of
South Africans, BEE favoured the black political elite and also a few others who had
connections with this elite (Iheduru, 2004; Tangri & Southall, 2008). The broad-based black
economic empowerment policy espoused by the government is intended to disentangle the
economic monopoly enjoyed by one section of the society and, thereby, to deracialise the
economy so that the previously marginalised people and not just a minute section of the elite
may participate in a more inclusive economy (Emuze & Adlam, 2013; Patel & Graham,
2012).

Following the broadening of black economic empowerment various charters delineating
strategies for increasing the involvement of the previously disadvantaged in specific
industries were developed (Juggernath et al., 2011; Ponte et al., 2007). In industries in
which state ownership prevailed, such as of mineral resources, progress towards developing
and implementing charters was accelerated because many of these companies relied on
licences granted by the state to continue their operations, for example, mining (Ponte et al.,
2007). The state could, therefore, use its leverage through the issuing of licences to exert an
influence on the economic transformation of the country. This issue is further discussed in
the next section which also focuses ont he | i mits of the South Afri

leverage its position.

The discussion above suggests that, as regards theory and practice, much may be acquired
or borrowed from the literature on psychological empowerment and tested or absorbed into
the literature on economic empowerment theory and practice. In view of the relatively
precise nature of its conceptualisation, psychological empowerment theory, particularly in
terms of its four dimensions, has much to contribute to the debate on economic
empowerment. In this regard, the role of industrial and organisational psychology becomes
pivotal. After exploring the concept of economic empowerment and its models and
elucidating the historical and contemporary perspectives and applications of economic
empowerment, this chapter concludes by reflecting on business alliances as vehicles for
economic empowerment and contemplates the significant role of industrial and

organisational psychology within the economic empowerment domain.
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24 CRITICAL EVALUATION AND SYNTHESIS

This section critically analyses some of the similarities and divergences between the
trajectories of Afrikaner and Malaysian economic empowerment, as discussed earlier, and
also the contemporary empowerment applications. In undertaking this critical analysis, the
focal point of the discussion is the current BEE vis-a-vis both the home-grown model which
was enacted by the South African National Party government to benefit the Afrikaner people
and experiences elsewhere in the world, specifically in Malaysia.

Afrikaner economic empowerment aspirations and initiatives were born out the subjugation
and domination of the Afrikaner by the English. As previously stated, prior to 1948 the
condition of many in the Afrikaner community was both piteous and deplorable (Giliomee,
2008; Seeking & Nattrass, 2011). Similarly, the economic empowerment of the Malay people
in Malaysia and blacks in South Africa was necessitated by the decades of under-
development that had left them at the periphery or margins of the economy (Doraisami,
2012; Tyson, 2011). Thus, in all three instances the economic empowerment initiatives were
designed to favour the targeted group or groups at the margin of the economic life of the

country.

While there were political nuances attached to the adageof6 he |l pmekaar 6, had
used it even prior to the rise of the National Party to state power (Hart & Padayachee, 2013;
Esman, 1987). The entrepreneurial and certainly ideological initiative was taken by a group
of wealthy and educated Afrikaners to form business organisations that had, as their sole
purpose, the provision of loans and credits to the Afrikaners who had been excluded by the
English controlled banks (Giliomee, 2008; Hart & Padayachee, 2013). These initiatives were
a response to the economic state of the Afrikaner, particularly the overwhelming poverty of
many who had left their rural homes in search of a better life in the urban areas. These
Afrikaner economic empowerment initiatives are exemplified by the founding of Santam and
Sanlam as early as 1918 (Hart & Padayachee, 2013).

One may juxtapose this earlier Afrikaner response to economic marginalisation with the
decades of subjugation endured by black people in South Africa and their marginal
economic role. It may be suggested that blacks did not initiate comparable ventures to shake
off their economic shackles or circumvent the economic obstacles presented by apartheid.
What initiatives were taken by black people to ameliorate their economic plight, especially
the plight of poor and poverty stricken blacks, and how did they respond to their economic

marginalisation by the white minority government? Did they form business ventures that
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could elevate blacks to a sound economic position? What may be learnt from the Malaysian
and Afrikaner economic empowerment policies and implementation? The essence of these
guestions lies in reflecting on the way in which blacks responded to the economic conditions
of the time and to juxtapose their responses with those of the Afrikaners and others

elsewhere.

The significance of evaluating Scorert BEEAahd | c a0 s
experiences elsewhere in the world rests in identifying and illuminating the divergences and

similitudes in the conceptualisation and implementation of economic empowerment (Davies,

2012; Esman, 1987)

The noti on o f as discedsqul nearliera andubitably illustrates that economic
empower ment was part of the Afrikanerds | exi con
state power (Davies, 2012). When the National Party formed the government in 1948 the
ideological content of their economic empowerment was inexorable. They were brought
overwhelmingly into power by the Afrikaner vote which was based partly on the promise of
delivery of economic empowerment. Afrikaner economic empowerment gained impetus
through growing institutions such as Sanlam and Rembrandt which were able to compete

with their English counterparts (Seeking & Nattrass, 2011).

It may be argued that blacks under apartheid did not initiate ventures equivalent to those
initiated by Afrikaners. It may also be contended that blacks did not form organisations that
could have ameliorated the economic adversities suffered by their communities during
apartheid rule. Nevertheless, these assertions are sometimes refuted by claims that, under
colonialism and apartheid, the conditions and various laws militated against blacks assuming
any meaningful economic role (Seekings & Nattrass, 2011). References to the internecine
conflict involving the various social and/or race groups and the plethora of legislation that
prescribed where blacks could live and reside, what they could own and where, where they
could work and what work they could do and where they could study may be cited to
illustrate the limited range within which blacks could function during apartheid rule (Seekings
& Nattrass, 2011).

Under apartheid the different race groups were classified into different strata with whites at
the apex (Davies, 2012; Esman, 1987; Seekings & Nattrass, 2011). The other race groups
identified were Coloureds, Indians and Africans. Apartheid distinguished between these
groups and rights and privileges were conferred on the basis of race with Africans at the
bottom (Seekings & Nattrass, 2011). As Ponte et al. (2007) noted, black business developed
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in the limited areas in which they were allowed to operate with apar t hei dés
provisions further widening the economic disparities within the black groups. In the early
1960s changes in regulations allowed Coloureds and Indians to engage in business
activities in urban areas with the proviso that this did not mean competition with white
business (Ihederu, 2004). However, further and more stringent restrictions were imposed on
Africans who were permitted to engage only in small-scale trading in daily consumables
such as bread and tea (lhederu, 2004). It may, therefore, be concluded that, under white
domination, black people did not initiate economic ventures comparable to the Santam and
Sanlam of yesteryear but that prevailing conditions also partially militated against such

initiatives.

The Afrikaners economic empowerment trajectory has been discussed above. A further

di

ffe

feature distinguishingt he Afri kaner s& economs$ tom othep sushe r me n t

initiatives was the decision to use levers of state power to create one of the bold and
decisive empowerment plans which were guided by the decisive interventionist economic
policy and coherent strategy adopted by the National Party government (Seekings &
Nattrass, 2011).

In contrast, the inclination and commitment of the post-1994 South African government to
use the levers of state power to further black economic empowerment has been shown to be
generally insubstantial and even modest in industries in which it supposedly has leverage in
terms of the government being the licencing authority (Ponte et al., 2007). In theory, the
state has the power to effect redistributive policies by means of the allocation of licensing
and exploitation rights and quotas in certain sectors of the economy. For example, in the
mining, energy and fishery industries the state may be said to have leverage because the
organisations in these sectors rely on government certificates to continue with their

operations (Ponte et al., 2007). However, the reality is that the issue is more complex than it

is intimatedtobeas t he government 6s economic policy

well as ownership of the economy, among others, may impact on the degree of government
intervention (Du Toit et al., 2008).

It has already been mentioned in this chapter that, in 2002 when it was revealed that the
government planned to increase black ownership in the mining sector, there was a major
decline in both the stock market and the share price (Beall et al., 2008). The significance of
this specific reaction in the mining sector illustrates that, despite the potential power or
influence that the South African democratic state may have, business in this sector still

retains power (Du Toit et al., 2008). This is far removed from the Afrikaner experience after
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1948 Nati onal Par t y 6 sint9%8saad as discupsed earlier irtthid chapterw e r

Black economic empowerment in the post-apartheid South Africa may be seen as lacking
the exuberance, vision and creative approaches required to circumvent the impediments it

encounters (Butler, 2011).

The apartheid government used the levers of state power to make unwavering decisions that
established massive and monopolistic state corporations or parastatals in such diverse
areas as electricity, telecommunications and iron (Hart & Padayachee, 2013). These
institutions were designed to serve Afrikaner interests (Seeking & Nattrass, 2011). The
considerable government-driven economic empowerment through state business with
Afrikaner banks and procurement may be regarded as constituting interventionist policies
(Ponte et al., 2007).

The worst cases that tend to impact adversely on black economic empowerment have been
widely reported. These include TCs using HDIs as fronts and window-dressing, mobile black
executives, rent-a-b | a ¢ k , fghosto or ifreelanceodo bl

procure or acquire contracts from government and other state-owned enterprises (Beall et
al., 2008; lheduru, 2004; Van Scheers, 2010). In Malaysia, some of the Bumiputeras
functioned in symbolic capacities only (Gomez, 1996). The Bumiputeras who wanted to get
rich quickly preferred to collect rentier profits as frontmen for the Chinese without being
actively involved in businesses. In South Africa this may be compared to some TCs
misrepresenting their credentials and manipulating historically disadvantaged companies
and persons as a fagade in order to access government tenders (Butler, 2011; Iheduru,
2004). Van Scheers (2010) reported that TCs generously offer HDIs contracts in return for
acting as their black empowerment partners but, once the bid has been won, they buy their
black partners out of the deal. While this may create many black millionaires instantly, it is
antithetical to the long term sustainability of the economic empowerment of the previously

disadvantaged and the desire for economic transformation.

The thrust of some of the empowerment policies, including black economic empowerment,
has not had the desired effect as far as redistribution is concerned. One of the foremost and
most widespread criticisms levelled against black economic empowerment is, essentially,
that it tends to enrich the members of the political elite and their cronies (Beall et al., 2008;
Iheduru, 2004; Ponte & Van Sittert, 2007). This has led to a failure to bring about the
necessary socio-economic structural changes that would impact on the social and economic
position of the previously disadvantaged. Briefly stated, the main indictment against BEE has

been that it was not sufficiently broad-based. Despite the persistent and acute poverty of the
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vast majority of South Africans, black economic empowerment has favoured the black

political elite and a few others with connections to the elite (lheduru, 2004; Tangri & Southall,

2008). Thus, cronyism may be regarded as link between the Malaysian and South African

economic empowerment experiences. Nevertheless, Mal aysi ad6s economic emg
policies have been credited for their specificity and their vigorous pursue of poverty

curtailment (Ramli et al., 2013). On the other hand, the South African economic
empowerment policies have only attempted to reduce poverty through short term social

grants. Nevertheless, such measures may be viewed as maladaptive and dysfunctional in a

country with South Af r i leugedrate of unemployment and lack of economic growth.

Numerous researchers in the black economic empowerment domain have asserted that BEE

is a colour concept (Janssens, Sefoko, Van Rooyen, & Bostyn, 2006; Knight, 2014; Kriger,

2011). However, Acemoglu et al. (2007) aptly observed that political freedom and equality

are a necessary, but insufficient, condition to undo the inherited social and economic

inequalities in South Africa. The political enfranchisement of the majority of the South

Africans would not automatically ensure their participation in the economy of the country

(Verhoef, 2001). The government may n ot ignor e t he maj thei t yoés
redistribution of t h e Newnhaldss, gsdHorwig ama danni20tl) weal t h
remarked, a reliance on market forces alone would also not stimulate the economic

participation of the previously disenfranchised.

The change initiatives in the wine industry have been a controversial issue (Du Toit et al.,
2008). This industry has traditionally been an Afrikaner bastion characterised by extreme
black farmworker poverty and marginalisation. Recent changes in the industry have included
traditional owners forming alliances with the black elite. However, in the view of Du Toit et al.
(2008), these alliances have resulted in cosmetic changes that do not address the
fundamental structural relations central to the poverty and marginalisation of the
farmworkers. The recent changes have highlighted critical aspects of the economic
transformation discourse as well as the agenda for transformation. The focus has shifted
from the transformation of land and labour systems to a managerialist BEE (Du Toit et al,
2008). In practice, the problem began with BEE forming part of a portfolio of the more
general technologies of ethics with ideological agendas being created through both
marketing and codification technologies such as branding and image building and the
introduction of codes of conduct and BEE charters. However, these issues have transferred
transformation from the political to a managerial terrain so that the fundamentals of
transformation remain untouched and neoliberal ideals continue to flourish (Du Toit et al.,
2008).

70



Whilst the control of the economic resources in South Africa still rest in the hands of
monopoly capital, it is also an incontestable fact that this monopoly capital is constituted
mainly by the white minority segment of the population. Tangri and Southall (2008) identified
the continued dominance of the corporate sector i managed and owned - by the white
minority population as one of the challenges facingt he Sout h African goverr
intent of redistributing the economic resources of the country. Ponte and Van Sittert (2007)
argued that the capacity of the South African government to redistribute is also limited by the
extreme concentration of ownership. Coupl ed with the white minority
dominance of the corporate sector is the fact that the state has differing powers to decisively
impose redistribution on various sectors of the economy. It has already been stated that,
theoretically, the locus of power as regards redistributing resources resides with the state
because it is the state that allocates licenses and exploitation rights in sectors such as
mining and energy (Ponte &VanSi ttert, 2007) . However, the gove
between developmental and interventionist policies, as espoused in the Reconstruction and
Development Programme (RDP) and the more preferred macro-economic policies that
prioritised investor or business confidence and market friendliness, swung the pendulum in

favour of the latter policies in the late 1990s.

This wvacillation in policy cul mtonomic poticy knownt he go
as Growth, Employment and Redistribution (GEAR) and adopted in 1996 (Hart &

Padayachee, 2013). GEAR was then replaced by NDP which has also been censured as a

neoliberal policy which does not differ significantly from GEAR by some of the Congress of

South African Trade Unions (COSATU) affiliates such as the National Union of Metalworkers

of South Africa (NUMSA). However, the key attribute that distinguishes RDP from GEAR is

that the former sought to redistribute existing resources whilst the latter allocates the extra

resources created by higher economic growth (Hart & Padayachee, 2013; Ponte et al.,

2007). In simple terms GEAR stipulates that economic growth precedes redistribution

(Harlow et al., 2012) while neo-liberalism advocates that an inequality of resources should

be addressed by equality of opportunity (Davies, 2012; Ponte & Van Sittert, 2007). The main

thrust of the policy was job creation through economic growth so that income and economic

opportunities could be redistributed in favour of the previously marginalised. This

development was seen by many as curtailing the power of the state to redistribute the

economic resourcesandasf urt her weakening the stateb6s | ever
et al., 2007; Tangri & Southall, 2008).
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Janssens, et al. (2006) referred to three pitfalls of black economic empowerment. Firstly,
they referred to the risk that black economic empowerment will be of a limited scope in the
sense that the white elite would be replaced by the black elite, thus negating the broad-
based nature of BEE. Secondly, in the view of Janssens et al. (2006), the emergence of an
empowerment that lacked depth produced black employees who were dependent on the
goodwill of their employers. Thirdly, black economic empowerment was bound to be costly
and also bound to fail because previously disadvantaged individuals were assigned to
positions without possessing the qualifications and skills to enable them to perform.
However, while this line of arguing has some merits, it is also simplistic and superficial and
the issues involved are more convoluted than suggested. According to Horwitz and Jain
(2011, p. 300), " Empl oyment equity etpleye tomaketa measugeuthat
might cause undue hardship; neither to hire and promote an unqualified designated group
empl oyee nor create new .prbeshroad-based black reconormis
empowerment policy espoused by the government is intended to reverse the economic
monopoly enjoyed by one section of the society and, thereby, to deracialise the economy so

that the previously marginalised people are able to participate in a more inclusive economy.

A political agenda as important as the black economic empowerment of the previously
disadvantaged cannot be consigned to what Ponte et al. (2007) referred to as technical and
system performance discussions. The present black economic empowerment system may
work in instances where the state has the leverage to issue licenses and procurement, for
example, in the mining industry (Ponte et al., 2007) but it may be less effective where the
levers of control such as licenses and procurement are non-existent (Du Toit, et al., 2007).
Policy statements such as the Black Economic Empowerment Commission (BEECOM)
Report have located black economic empowerment as part of a broad programme of
redistribution. However, the actual policy response located BEE in both voluntarist and
consensual terms and there are no concrete sanctions in place for non-compliance

especially in the private sector (Ponte, et al., 2007).

The South African black economic empowerment landscape comprises competing interests
between established capital and black entrepreneurs. Capital, through the predominantly
white South African Chamber of Business (SACOB), questioned the necessity for
empowerment legislation and actually argued that the markets would not tolerate such

legislation (Tangri & Southall, 2008). On the other hand, black business expressed

wor kf

uneasiness and displeasure at the factt hat bl ack empower ment was hap

p a c enoorder to address these competing interests, the government resolved to initiate

more assertive and interventionist measures such as the transformation charter and the
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sectorial or industry charters with benchmarks and timeframes. For example, in 2002 the
government published a Mining Sector Charter that required mining companies to transfer
51% of the mining ownership to blacks by 2012. However, the draft document was leaked
and, as previously explained, this provoked a reaction on the part of capital and one which
resulted in major fall in the JSE as billions were lost when the value of the mining stocks
plummeted (Tangri & Southall, 2008).

This was one of the defining moments for the black economic empowerment policy.
Subsequent to this the government allowed big business to comply with more modest self-

regulating equity targets. The government 6s

gave rise to the BEE strategy document which advocated broad-based black economic
empowerment. This culminated in the Broad-Based Black Economic Empowerment Act (Act
53 of 2003). This Act empowered the Minister of Trade and Industry to issue Codes of Good
Practice to guide companies on BEE. These Codes of Good Practice provide guidance to
organisations as regards transformation standards, sector targets and the means of
achieving such standards and targets as well as performance measures. The Codes also
provide for formal verification procedures to ensure that organisations are in compliance with
the Codes (Arya & Bassi, 2011).

In its reconfigured form empowerment encompassed seven main criteria against which
business empowerment is measured. These criteria include ownership, employment equity,
management representation, skills development, preferential procurement, enterprise

development and corporate social responsibility.

The discussion above implicitly revealed the weaknesses or pitfalls, challenges and
opportunities pertaining to the South African economic empowerment model from both a
historical and a contemporary perspective. The broad-based economic empowerment of the
previously disadvantaged would greatly enhance the eradication of poverty as well as

authentic empowerment without cronyism and/or corruption.

However, the discussion did not reveal much about the role of black and white business
alliances as vehicles for the economic empowerment of the previously disadvantaged.
Business alliances between formerly white and black companies are viewed as a complex
and new mode of organising. However, as has been repeatedly stated, alliances are no
substitute for market competition (Pucik, 1988). As with all modes of organising, the
foundation of business alliances is trust (Sklavounos & Hajidimitriou, 2011). In the South

African context, it is not possible to understate the complexity of trust in such business
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alliances given t he candurace relgtibns. Otganisadtianal yustasfin soci al
fact, a major big issue. Organisational trust in intra-organisational and inter-organisational

relations has become a pivotal topic in the field of organisational psychology (Harris &

Wicks, 2010).

The topic of trust in organisations, including in the new organisational forms such as
business alliances, falls into the field of I-O Psychology, specifically the sub-field of
Organisational Behaviour. Organisational Behaviour strives to study human behaviour in
organisations so as to understand and manage such behaviour effectively. Thus, the focus
of Organisational Behaviour is on the human aspect of the organisation at both the individual
and the group levels. The construct of trust relates to the psychological domain of the
business alliance relationship and, thus, research into the domain of trust requires the
scientific orientation, knowledge and methodology of 1-O Psychology in order to address the
research problem of this study.

Research in the field of organisational trust has made remarkable progress over the years.
Recognising the complexity of organisational trust, researchers made a clarion call for the
study of trust in different cultures and contexts so as to enable the development of models
that are unigue to their settings (Andersen & Kumar, 2006; Schoorman et al., 2007). This
study asserts that I-O Psychology, the discipline and practice that focus on the human
aspect of the organisation, is best poised to develop a more insightful understanding of trust
in alliances between TCs and HDIs in South Africa. The economic empowerment of the
previously disadvantaged is explained as part of the contextual issues pertaining to the
study. A further important aspect is the notion of business alliances as the focus of the study

is on trust in business alliances between TCs and HDIs.
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2.5 CHAPTER SUMMARY

This chapter began by elucidating the concept of empowerment. The complexity of the
concept, its origins and the two empowerment perspectives were explained. The chapter
also discussed two models of empowerment and related these models to the two
empowerment perspectives. The role of Industrial and Organisational Psychology was
succinctly reflected upon.

The concept of economic empowerment was enunciated. Afrikaner, Malaysian and
contemporary South African economic empowerment trajectories were then articulated and
analysed. Finally, the chapter reflected critically on the historical and contemporary
perspectives of economic empowerment. This included reflecting on the advantages,
challenges, opportunities and pitfalls of the South African model for businesses and society.

Chapter 3 focuses on both the concept of business alliances and the central construct of this
study, namely, organisational trust. The chapter also discusses the nature and need for
business alliances and, finally, the chapter presents a comprehensive review of existing

literature on organisational trust.
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CHAPTER 3: TRUST IN THE CONTEXT OF BUSINESS ALLIANCES

This chapter discusses the concept of organisational trust and develops a theoretical model
of trust in business alliances in an empowerment domain. The existing literature in the field
of trust is reviewed in order to address three theoretical aims fundamental to the chapter,

namely:

1 To conceptualise the construct and elements of trust and the way in which it relate to
business alliances in the South African economic empowerment context
To elucidate the interplay between organisational trust and affect
To conceptualise the implications of the proposed theoretical model for I-O
Psychology practice

Regardless of the mode of organising, be it conventional, virtual teams or an alliance, over
the past decades, organisations have been forced to contend with a business milieu that is
both changing and uncertain in character (Crisp & Jarvenpaa, 2013; Diefenbach, 2007; Li,
2013; Ramirez, Osterman, & Gronquist, 2013; Sheth & Parvatiyar, 1992). Thompson and
O 6 C o n bawidsbn (1995) highlighted that, although environmental turbulence has been
part of the (managerial) rhetoric, it has become the decisive feature of managerial discourse
since the rise of the mass market. It is also clear that change and uncertainty are not new
phenomena and that organisations have had to cope with change throughout their history
(Dawson, 2014; Ramirez et al., 2013; Post, 1977).

In addition, organisations are now searching for growth strategies in a milieu which is
characterised by intensified competition and rapid technological advances (Anslinger & Jenk,
2004; Dotsika & Patrick, 2013; Sambasivan, Siew-Phaik, Mohamed, & Leong, 2011). They
are striving to improve the services they render, design products of a superior quality,
increase their market share and speed up new product development (de Azevedo, Erdman,
& Campos, 2014; Dotsika & Patrick, 2013; Macke, Vallejos, Faccin, & Genari, 2013; Slater,
1995; Stanek, 2004; Su, Tsang, & Peng, 2009).

At the close of the twentieth century, Parkhe (1998) described what he termedt he finew

gl obal competitiono as far mor e subtl e t han t
challenges with which organisations have to grapple in order to realise the afore-mentioned

business competitiveness goals such as increased market share and design products of a

superior quality (Florida, 2006). However, the notion of global competition has been
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censured for its imperfections arising from the absence of or the few markets in the real
world which are characterised by perfect competition (Alam, 2014; Florida, 2006; Macke et
al.,, 2013). Nevertheless, the desirability of global competition has not been disputed
although it has also been criticised for its inequitable impact and the manner in which it is
seen to favour and widen the divide between the rich and the poor countries of the world
(Alam, 2014; de Azevedo et al., 2014). Pirson and Von Kimakowitz (2014) advocated an
alternative human-centred narrative of business which provides for a more equitable and

sustainable business practice than is presently the case.

The review of existing literature on organisational change revealed the complexity and

temporal dynamics that continue to beset organisational competitiveness (de Azevedo et al.,

2014; Dotsika & Patrick, 2013; Macke et al., 2013). Alliances in terms of which organisations

pool their risks, costs and rewards have emerged as an attractive strategy which
organisations favour in their search for a competitive advantage (Bouncken & Fredrich,

2012; Choi, Garcia, & Friedrich, 2010; Granados & Knoke, 2013). During the decades before

theendoft he twentieth century the mode of competing
attacks between direct competitors and more by the potential for flank attacks, Trojan

horses, and hidden agendas, in short, ties where trust will play a growingly important role as

a counterweight t o t he potenti al hazards of a
contemporary mode of competing through alliances is encapsulated in the concept of

coopetition which a combination of the terms collaboration and competition and which

captures the incessant tension which is typical of some alliances and whereby two
organisations cooperate in some activities and simultaneously compete in others (Bouncken

& Fredrich, 2012; Dahl, 2014; Park et al., 2014; Raza-Ullah et al., 2014; Wu, 2013).

In search of the elusive objective of organisational growth and competitiveness which is
difficult to achieve for any one business, organisations form business alliances. They even
sometimes do so with their erstwhile competitors which had upset the competitive balance
(Hamel & Prahalad, 1989; Mohr, Garnsey, & Theyel, 2013; Street & Cameron, 2007; Wu,
2013). In line with Gulati (1995), Lin and Darnall (2014) defined alliances as any voluntary
collaborations or inter-organisation links that encompass the sharing or exchange of
resources or the co-development of technology or products. Even large global players such
as Gener al Mot ors and Toyota find thge anddhel dos b
competition too intense to operate on their own. Several organisations are turning to
alliances in order to grow their businesses, especially those organisations that operate in
business markets in which there are numerous competitors (Anslinger & Jenk, 2004;
Eisenhardt & Schoonhoven, 1996; Mohr et al., 2013; Wallenburg & Schéffler, 2014).
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However, it is important to note, i n | i ne wi t h P u dhatkabiaces ate9ndt8 ) not i
substitutes for market competition. They are, instead, perceived as a mode of organising or,

in the view of Christoffersen (2013), as temporary organisations.

The number of business alliances grew significantly in the last quarter of the 20™ century and
have, indeed, become a reality of business life and found everywhere in the corporate
landscape (Choi, et al., 2010; Grant & Baden-Fuller, 2004; Kanter, 1994, Lavie, Kang, &
Rosenkopf; 2011; Omar & Mohan, 2010; Spekman et al., 1998). However, both the
contemplation of a business alliance and the actual formation and management of such an
alliance are more intricate than managing a traditional organisation (Anslinger & Jenk, 2004;
Das & Kumar, 2011; De la Sierra, 1995; Gonzalez, 2001). The corporate landscape is
littered with business alliance failures (De Bond & Bouchikhi, 2004; Choi, et al., 2010; Chung
& Beamish, 2012; Das & Teng, 2000; Hunt, Lambe & Wittmann, 2002; Young-Ybarra &
Wieresma, 1999). The literature on business alliances records numerous alliances that
never lived up to expectation (Das & Kumar, 2010; Kanter, 1994; Mohr et al., 2013).
Business alliances do not always fulfil the objectives for which they were started. Some of

the key reasons for this are outlined below.

As far back as the 1970s, Zand (1972) noted that, when a group of employees works on a
problem, the group tends to encounter concerns about (a) the problem itself and (b) how the
members relate to each other when working on the central problem. The wide review of the
literature on alliances provides agreementwi t h  Zand & s iof h& th& ghallenges e r t
of working with others encompass (a) coping with the task of the business in a complex
business milieu and (b) managing relationships between organisational members or alliance
partners who may be erstwhile or current competitors (Aalbers, 2010; Bengtsson & Kock,
2014; Henderson & Smith-King, 2015; Sklavounos & Hajidimitrou, 2011; Sniezek, May &
Sawyer, 1990). McCarter, Mahoney, and Northcraft (2011) noted environmental uncertainty
and social uncertainty as two factors that pose formidable impediments to trust and alliance
success. Environmental uncertainty relates to a lack of information on the market
environment and may result in the partners fearing that their pooled resources may not yield
the anticipated profits (Krishnan, Martin, & Noordehaven, 2006). On the other hand, social
uncertainty stems from a lack of information about the partnering organisation and may
impede co-operation between the partners as they feel that they are not able to trust each
other to work for the interests of the alliance (McCarter et al., 2011). Consequently, the
partners may act in a manner that safeguards individual interests at the expense of the
alliance (Krishnan et al., 2006; McCarter et al., 2011).
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In anticipation of tension between the partners, alliances are based on formal contracts and
other formal mechanisms which are designed to monitor alliance progress and ensure that
the goals of the alliances are at the centre of relationships (Camén, Gottfrindsson & Rundh,
2011; Connelly, Miller, & Devers, 2012; Fadol & Sandhu, 2013; Gulati, 1995). While
formalisation may fulfil such positive functions as increasing both the legitimacy of the
relationship and coordination, Vlaar, Van den Bosch, and Volberda (2007) cautioned against
too much codification that may convert the formal contract into a code and not manage the
dynamic nature of the relationship. In addition, this may give rise to rigidity in the alliance
relationship and become an administrative burden for the alliance partners.

3.1 BUSINESS ALLIANCES: A MODE OF ORGANISING

The decades leading to the close of the last century witnessed organisations pulling back
their corporate frontiers by way of outsourcing and sometimes divesting themselves of
activities that were not core to their business (Grant & Baden-Fuller, 2004). The need of
organisations to focus on their core business activities and also to remain competitive
heralded collaboration and co-operation even among erstwhile competitors (Bidault &
Castello, 2009; Christoffersen, 2013; Hamel & Prahalad, 1989). According to the
contingency approach to the study of organisations, the quest for self-reinvention is arduous
but necessary in a highly competitive and unpredictable environment (Slocum, McGill & Lei,
1994). Under such conditions organisations may resort to business alliances (De la Sierra,
1995; Eisenhardt & Schoonhoven, 1996; Yang et al., 2011). Organisations resort to business
alliances when they perceive competitiveness to be out of their reach and, thus, they often
form alliances with organisations that have upset the competitive balance (Bengtsson &
Kock, 2014; Hamel & Prahalad, 1989).

The results of this trend have been more independent business entities collaborating and co-
operating with each other and, in the process, accessing resources outside their boundaries
and repertoire of skills (Choi et al., 2010; Grant & Baden-Fuller, 2004; Yang et al., 2011).
These entities are varied and are generally referred to as business alliances, strategic
alliances or partnerships. They include joint ventures, distribution and supply agreements
and research and development partnerships. Spekman, Forbes Ill, Isabella, & McAvoy
(1998) defined a strategic alliance as a long-term agreement designed for the mutual benefit
of the contracting parties. Grant and Baden-Fuller (2004) explained strategic alliances as
longer-term relationship between two or more organisations based on substantial
collaboration. In the strictest meaning of the concept, strategic alliances may be

distinguished from other cooperative arrangements between companies. However, the
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concept of business alliances is more encompassing and denotes a more general
application of mutual relations between business organisations. Gulati (1995) defined an
alliance as any independently established inter-organisation link that encompasses the
sharing or exchange of resources or the co-development of technology or products.
Business alliances pool their resources in pursuit of their common goals. Pucik (1988)
observed that business partnerships are primarily dictated by the emerging market
conditions and are, therefore, not a substitute for market competition.

Resources and knowledge are shared between the partners in order to enhance the long-
term, mutually beneficial, competitive position of the individual organisations. Several
organisations are turning to alliances to grow their businesses, especially those that operate
in business markets which are characterised by many competitors (Anslinger & Jenk, 2004;
Eisenhardt & Schoonhoven, 1996; Yang et al., 2011). The corporate landscape is littered
with business alliance failures (De Bond & Bouchikhi, 2004; Choi, et al., 2010; Chung &
Beamish, 2012; Das & Teng, 2000; Hunt, Lambe & Wittmann, 2002; Young-Ybarra &
Wieresma, 1999).

Nevertheless, despite the observations made in the previous paragraph, many organisations
still find it appealing and prudent to form alliances. The rationale behind the formation of

business alliances was stated in chapter 1. The next section expounds on the reasons.

The need to be competitive may force competitors to form alliances or partnerships to
provide them with essential market power and also the essential economies of scale to
enable them to challenge the dominant competitors that they are not able withstand
individually (McCarter et al., 2011; Pucik, 1988; Zoogah et al., 2011). Organisations form
business alliances in order to reduce capital investment, to lower the risks associated with
entry into new markets, to access previously closed markets and technology, and, in the
case of foreign corporations, to meet government policy requirements for local participation
(Omar & Mohan, 2010; Pucik, 1988). The policy driven requirements of government may
necessitate the participation of local companies or the participation of companies that were
owned by previously disadvantaged communities (Omar & Mohan, 2010). For example, in
South Africa, the government and state-owned entities use the criteria of black economic
empowerment or equity in evaluating tender procurements (Ahwireng-Obeng & Ogunjobi,
2001). Accordingly, organisations may be awarded tenders on the basis of their
performance in black economic empowerment. The aim of this policy is to encourage
business organisations, particularly TCs, to engage in business with companies owned by

the previously disadvantaged communities (Arya & Bassi, 2011).
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In forming business alliances organisations consider a number of factors. According to De
La Sierra (1995), the focus is on the prospects that the alliance offers to the organisation
before a deal is concluded. In view of the heterogeneity of business alliances, organisations
are likely to reveal similar and, sometimes, dissimilar or distinct motives for pursuing

partnerships.

The literature review helped to illuminate the reasons why business alliances continue to be

a common method of organising and competing for many organisations.

3.1.1 Accessing new markets

In a global world economy organisations develop growth strategies that seek to increase

their competitiveness. One way through which organisations may achieve growth is by
entering or accessing new markets (Elmuthi & Kathawala, 2001; Gonzalez 2001). Gaining

access to new distribution channelsortot he partner és distributdi

attractive benefit for an organisation that needs to extend its market share (Lei & Slocum,
1991). Market expansion by way of market penetration and international expansion is viewed
as a strong motive for the formation of alliances, including international strategic alliances.
Organisations often choose alliances because they offer access to marketing and
distribution channels (Nielsen, 2003). According to Gonzalez (2001), in order to compete in
the 21* century, organisations need fspeed to marketd  w tbusiness alliances enhance

both speed and access to markets.

Organisations that seek to grow their businesses on the basis of new markets and products
may encounter impediments to entering such markets, for example, in the case in which
there is a regulatory framework for local participation or a black economic empowerment
requirement (Akande et al., 2010; Stanek, 2004; Van Scheers, 2010). Entry into a market
may sometimes be achieved through licensing agreements. Such licensing agreements may
require an organisation to purchase technology in exchange for entry into the market in
guestion (Lei & Slocum, 1991). Organisations often enter into cross-licencing agreements
because they are unable to develop the technology they require. Such technological
innovations may, for example, involve exorbitant sums of money. However, cross-licensing
agreements enable organisations to amortise the costs incurred through technological
innovation. In addition, the licensees are able to distribute the technological innovation faster
than the licensing firm and to disseminate the technology across new markets (Lei &
Slocum, 1991).
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3.1.2 Lowering costs

Organisations often use alliances because they need to share and lower the enormous costs
associated with high-risk, technology-intensive development projects such as in the
aerospace and computer industries. Such projects may bring erstwhile fierce competitors to
partner with each other in pursuit of common objectives (Balakrishnan & Koza, 1991;
Christoffersen, 2013). However, while joint ventures may lower the costs, like other
business alliances, they sometimes do not meet the goals that had originally initiated the
venture (Chung & Beamish, 2011). However, in the main business alliances pool
complementary resources to create value for the partners at lower costs than may otherwise

have been the case.

3.1.3 Economies of scale

Organisations often form business alliances in order to gain economies of scale. Economies
of scale imply that a business alliance will enable the partnership to reduce the cost per unit
as a result of the increased production. In addition, the repayment of large fixed cost

investments make economies of scale an attractive prospect (Zoogah et al., 2011).

3.1.4 Accessing knowledge

Koza and Lewin (1998) suggested that organisations may form business alliances to explore
new opportunities jointy and expl oi t existing knowl edg
business alliance is often distinguished by the fi r mmosivation either to explore new
opportunities or to exploit existing capability (Christoffersen, 2013). Exploration involves
prospecting for new landscapes that may create new opportunities (Koza & Lewin, 1998;
Nielsen & Gudergan, 2012). Innovation, invention and entering into new lines of business
are the thrust of such exploration. Exploitation, on the other hand, focuses on short-term
economic returns from existing knowledge (Nielsen & Gudergan, 2012; Yang et al., 2011).
The choice of an exploration or exploitation strategy may be fuelled by either the stability of

the market or the competition (Yang et al., 2011).

Lavie et al. (2011) illustrated the complexities of balancing the domains of exploration and
exploitation in business alliances. They found that an organisation which engages in
alliances may increase both its profits and market value by exploring in one domain, for
example, within the function domain of generating knowledge by investing in Research and

Development (R&D) while engaging in exploitation in another domain, for example, within
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the structure domain by engaging prior partners in marketing. However, an organisation is
likely to experience a decline in performance if it attempts to simultaneously explore in both
domains (Lavie et al.,, 2011). Arranz and De Arroyabe (2012) found transactional
governance mechanisms such as contracts were more powerful than relational and trust
governance mechanisms when the thrust of an R&D project was exploitation. Similarly, they
found that relational and trust governance mechanisms were more powerful than contracts
when the thrust of the project was exploration. Their findings imply that both transactional
(contracts) and relational trust mechanisms are significant in R&D projects. However, while
both mechanisms are significant, it is necessary to consider the objectives, for example,
whether the thrust is exploration or exploitation, of the project and adjust them accordingly
(Arranz & De Arroyabe (2012).

Elmuthi and Kathawala (2001) maintained that organisations form business alliances
because they need to access the new technology that resides in the other partner. Without
the partnership, the technology would remain inaccessible to the organisation (Akande et al.,
2010; Lei & Slocum, 1991). Organisations may sometimes pool their resources so that they

are jointly able to create new technology (Christoffersen, 2013).

Critical in an alliance relationship is the ability of the partnering organisation to learn from its
partner 6s strength a n d its sowmeoimpetiive eadvargalgey (Lep &
Slocum, 1991). Das and Kumar (2011) highlighted the intricacies of knowledge sharing in
alliances. The likelihood of an openness and willingness to share information or knowledge
depends on whether the dominant coalition partner in the alliance has either a promotion or
a prevention focus. A promotion focus refers to a partnering firm that engages with the
external world in order to achieve positive outcomes while a prevention focus means that a
partner engages with the outside world in order prevent negative outcomes. If a partner to
the alliance has a promotion focus, such a partner will be more open and willing to share
information while, if the dominant coalition partner is prevention focused, this partner will be
more cautious in sharing information and anticipate that the partnering organisation may
exploit it. Such a partner would also be sceptical of the information or knowledge provided
by the other partner. Accordingly, if the partners in the alliance relationship have different
mind-sets, they may not be able to learn, let alone achieve the allianced strategic objectives
(Das & Kumar, 2011).
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3.1.5 Reduce financial risks

Organisations may form business alliances in order to reduce the daunting financial risks
associated with the development of a new product. Instead of individually venturing into new
product development or other R&D initiatives, companies may prefer partnerships so as to
spread the concomitant financial risks (Arranz & De Arroyabe, 2012; Elmuthi & Kathawala,
2001; Zoogah et al., 2011). Business alliances may help to defray the costs of R&D
(Gonzalez, 2001). Lei and Slocum (1991) referred to a surge in the strategic alliances in the
pharmaceutical industry whereby the partners were cross-licensing their newest drugs to
their alliance partners to amortise the high fixed costs involved in R&D and distribution.
According to Das and Kumar (2011), business alliances are useful in risk sharing especially
in instances in which the venture is characterised by a high degree of uncertainty and

requires substantial upfront investments.

3.1.6 Drive innovativeness

Organisations are often motivated to innovate through business alliances by way of sharing
R&D costs, developing new technologies and product diversification (Bidault & Castello,
2009; Cai, Goh, de Souza, & Li, 2013; Nielsen, 2003). The primary drivers of innovativeness
are an organi sat i on 6dsextermaltpatnenshigs. Sa et pl.a2009) utilisede s an
the theoretical framework of internal capabilities and external partnerships to investigate the
way in which exploitation and exploration contribute to product and process innovativeness
in the biotechnology industry. The results revealed that exploration through partnerships with
universities and research institutes contributed significantly to product and process
innovativeness. However, synergy between internal capabilities and external partnerships
was also found to be important. Two interactive influences were found, namely, (1)
marketing capabilities and customer partnerships have a positive interactive effect on
production innovativeness; and (2) manufacturing capabilities and supplier partnerships

have a positive effect on process innovativeness (Su et al., 2009).

The ability of an organisation to innovate is a complex issue that hinges on, among other
things , an organi s a tcapacityd(sewira Massin, &t Peatees, 2011). In the
routine-based model of absorptive capacity developed by Lewin et al. (2011), the construct
of absorptive capacity comprises two components, namely, internal and external absorptive
capacity capabilities. Organisations may develop similar meta-routines, for example,
identifying and recognising value in externally generated knowledge. Meta-routines are

regarded as higher level routines which are expressed as observable, practised routines in

84



organisations, for example, market research. Organisations may have similar meta-routines
but differ in the actual routines implemented as well as the interdependencies and

complementarities they achieve (Lewin et al., 2011).

3.1.7 Smaller firms are able to compete

Competitiveness through alliances enables smaller organisations to compete with larger
companies by pooling their resources (Elmuthi & Kathawala, 2001). Lumineau et al. (2011)
lucidly illustrated how a business alliance may enable a small business organisation to
pursue business interest that would otherwise have been far outside of its financial scope.
Rosacom was a small organisation specialising in visual communication and employing 25
people. The organisation acquired exclusive rights to create a series of short cartoon
episodes for children. The project required substantial investment which was beyond the
reach of the company. However, the formation of an alliance made the project possible
(Lumineau et al., 2011).

3.1.8 Policy driven alliances

Alliances are also formed as a result of government suasion and legislation. Organisations
often form alliances in order to gain market power and, simultaneously, to conform to
government policy on either local participation or the participation of certain social groups
(Acemoglu et al., 2007; Beamish, 1985; Nielsen, 2003; Ahwireng-Obeng & Ogunjobi, 2001).
The issue of government policy highlights the significance of understanding the local
regulatory framework and the possible variations in requirements that may exist in different
situations or countries. A business alliance with a local organisation that knows and
understands the regulatory framework and other local conditions is often attractive to foreign

or non-local companies (Akbande et al., 2010).

Table 3.1 presents a synopsis of some of the reasons why organisations form business

alliances.
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Table 3.1: Why organisations form alliances

Reasons for

forming alliances

Description

Access to new
markets

Lower costs

Economies of scale

Access to

knowledge

Reduce financial

risks

Drive
innovativeness
Smaller
organisations are
also able to
compete
Dictated by

government policy

Gaining access to eithernew or
t he

Sharing the costs in an alliance may lower an enormous financial

t h distnbationt chaarneld

may extend focal organisat:i
burden, especially in high-risk, technology-intensive development
projects

Business alliances enable the partnership to reduce the cost per unit
as a result of the increased production

Business alliances may provide partner organisations with some
form of access to knowledge about business or markets if the focal
party is open and willing to share such knowledge

Business alliances enable the partners to make financial
contributions to the development of, for example, a new product,
thus spreading the financial risks

Partners share the R&D costs involved in developing new products
and technologies or rendering new services

Through alliances small organisations are able to partner and
compete for business interests that may, otherwise, have been

outside of their financial scope

Some business alliances are formed because of government

suasion and legislation

As explained earlier in the chapter, business alliances are a mode of organising which
comprises two or more organisations cooperating and collaborating in order to achieve their
mutual goals (Li, 2013). Alliances may include licensing agreements, joint ventures,
distribution and supply agreements, research and development partnerships and technical
exchanges (Choi et al., 2010; Inkpen & Currall, 2004). The discussion above elaborated on
some of the reasons why some organisations opt for business alliances as a mode of

competing. The focus in this study is on alliances between TCs and HDIs.

The rationale behind forming alliances does not, however, indicate the complexities inherent
in creating and managing alliances and also ensuring that they are a success. The review of
the existing literature revealed that the formation and management of alliances are often

complex (Das & Kumar, 2011). As previously asserted, the corporate landscape is littered
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with business alliance failures (Choi, et al., 2010; Chung & Beamish, 2012). In an attempt to
illuminate the reasons why alliances fail, research has focused on the softer core concepts

vital for alliance success, for example, trust.

The foundation of all business alliances is the relationship between the people who conceive
of, develop and maintain such alliances (Dowell et al., 2013; Eisenhardt & Schoonhoven,
1996; Gerlach et al., 2007; Lawrence & ul-Hag, 1998; Sklavounos & Hajidimitrou, 2011).
Individual partner representatives work through the organisational complexity inherent in
alliances by co-ordinating and integrating the resources and skills required to achieve the
alliance goals. Trust is at the centre of relationships between people (Dowell et al., 2013;
Kocogl u, I mamo]j | uSklavo&nosl &n ldagdimitri@u) 2011). Globally, trust in
alliances is regarded as central to the effective functioning of an alliance and also the
achievement of the alliance goals (Fadol & Sandhu, 2013; Lok, Rhodes, & Walters, 2011;
Zhang, 2011). The professed globalisation of the world economy and the resultant diverse
working population have created more complex organisations with trust being viewed as an
essential requirement for long-term organisational or alliance survival and growth (Mishra,
1996; Mansor & Mirahsani, 2012; Sousa-Lima et al., 2013). Trust has become a vital
concept as regards explaining business behaviour and successful relationships in

organisational settings (Bachmann & Inkpen, 2011; Dowell et al., 2013).

The context of this research study is black economic empowerment in South Africa. The
contextual issues that gave rise and impetus to business alliances between TCs and HDIs
have the potential to impact on trust in such alliances. Unlike internationally, TCs have been
driven into alliances with HDIs largely as a result of the South Africangov er n me n
economic empowerment policy (Acemoglu et al., 2007; Ahwireng-Obeng & Ogunjobi, 2001).
At a practical level, business skills and other resources are not symmetrically distributed
between black and white business organisations or even between population groups.
Incompatibility in terms of business skills and resources is not considered conducive for the
development of trust in an alliance. However, trust is a complex process that develops,
thrives or diminishes with the evolution of the alliance and also under a host of conditions
that include whom the people are who are involved in the transaction and their prior

experiences (Nielsen, 2011).
In short, the review of the existing literature on business alliances revealed that

organisations form alliances for a variety of reasons. Business alliances are formed even

between erstwhile business competitors. The notion of coopetition encapsulates the
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incessant tension which is characteristic of some alliances in which two organisations
cooperate in some activities and, simultaneously, compete in others (Bouncken & Fredrich,
2012; Dahl, 2014; Park et al., 2014). Business alliances are viewed as a mode of organising
which is somehow different from the conventional mode. However, as has often been
argued, business alliances are not a substitute for market competition. In addition, they have
sometimes been described as a different mode of organising and as temporary
organisations (Chistofferson, 2013; Maier & Meyer, 2011; Pucik, 1988).

It should be pointed out that, while there is wealth of theoretical and empirical research on
business alliances, the majority of this research has its origins in the Western world and,
more specifically, in the Anglo-Saxon world. Outside of the Anglo-Saxon context both
theoretical and empirical research on alliances is sparse.

3.2 CONCEPTUALISING ORGANISATIONAL TRUST

It has been argued in the previous section that the foundation of all business alliances is the
relationship between the people who form, grow and maintain such alliances (Eisenhardt &
Schoonhoven, 1996; Gerlach et al., 2007; Lawrence & ul-Haqg, 1998; Sklavounos &
Hajidimitriou, 2011). Globally, trust in alliances is regarded as central for the effective
functioning of alliances and also for the achievement of the alliance goals (Fadol & Sandhu,
2013; Lok et al.,, 2011; Zhang, 2011). Trust has become a vital concept in explaining

business behaviour in organisational settings (Bachmann & Inkpen, 2011).

Groups with low trust are characterised by individuals withholding or distorting information
about the business (Schilke & Cook, 2013; Zand, 1972). For example, in low trust groups,
interpersonal relationships obscure and distort perceptions as members of the group are
diverted from finding solutions to the central problem because they use the problem as a
way in which to minimise their vulnerability. On the other hand, high trust groups exhibit less
of the socially generated uncertainty and this facilitates working together (Bérard & Perez,
2014; Van Lange, Joireman, Parks & Van Dijk, 2013; Zand, 1972).

The existing literature on organisational trust in inter-organisational relations has revealed
that, inter alia, trust enables organisations to create leverages by pooling their resources,
facilitating coordination and co-operation between people and enhancing alliance
performance (Bachmann & Inkpen, 2011; Paliszkiewicz & Koohang, 2013; Sousa-Lima et
al.,, 2013; Stanley & McDowell, 2013). However, the adverse aspects and/or negative

consequences of trust have also been revealed (Ekici, 2013; Bergh, Thorgren, & Wincent,
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2011). Inkpen and Currall (2004) argued that greater initial control of one partner over a joint
venture may result in a greater likelihood that the other partner will act opportunistically.
Thus, those individuals entrusted with managing business alliances should be aware of the
risk of opportunism on the part of trading partners (Das & Rahman, 2010; Lumineau et al.,
2011). The essence of such opportunism is deception whereby a trustee may sometimes
strive to maximise its individual interests at the expense of the trustor and subordinate the
collaborative interests of the joint alliance by, for example,n ot exer ti ng on
appropriating alliance resources (Kang & Jindal, 2014; Park & Ungson, 2001). The
implications of forming an alliance with an opportunistic partner include the possibility that
the quality of the relationship may be adversely affected as time and resources may be
spent monitoring and prevent i ng Ultinfately tpheatrugt
between the partners will be damaged (Kang & Jindal, 2014).

This section conceptualises the concept of trust. The existing literature on trust is reviewed
and various definitions of trust compared. For example, the question as to whether trust
encompasses both cognitive and emotional elements has uncovered fundamental
differences in the conceptualisation of trust (Mayer et al., 1995; McAllister, 1995; Schoorman
et al., 2007). Different conceptualisations of the construct may allude to different models.
The present status of the theory and research on organisational trust reveals a plethora of
conceptual models. The interplay of various trust foci intimates the complexity of the
construct in organisational settings (Tan & Lim, 2009). The section culminates in a definition
of the way in which organisational trust is conceptualised in the context of alliances in an

economic empowerment domain.

The discussion focuses on existing theory on organisational trust. This study does not claim
that it has exhaustively identified and discussed all the models of trust. However, the study
does claim that it has elaborated on two of the most prominent theoretical models of trust
that have had a major influence in the field of organisational trust and are of the most
relevance to the context and focus of this study. The constructs contained in the various
models are elaborated upon. In addition, an attempt is made to report on recent research on

both the models and the constructs of the phenomenon of trust.

The next section critically reviews existing theory on organisational trust. Different
conceptualisations of the construct may allude not only to different models but also the
different disciplines that underpin the field of organisational trust. It may be inferred that the
differences in origins are primarily between management, psychology and sociology
(Laeequdin, Sahay, Sahay, & Waheed, 2012; McKnight & Chervany, 2002). While this study
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is anchored in psychology, the contributions of the fields of management and sociology are
also included in the review of relevant literature. The section also discusses two of the
prominent trust models which have had a significant impact in the field of organisational trust

and also the construct of social uncertainty and how this construct is linked to trust.

The focus in the third section of the chapter is on the core of the chapter, namely, the
proposed integrated theoretical model of organisational trust. Organisational trust between
alliance partners in an empowerment domain remains one of the chronically under-
researched focus areas. The dearth of research into organisational trust in alliances between
Historically Disadvantaged Institutions (HDIs) and Traditional Companies (TC) is
overwhelming. A painstaking reflection on the theory and models of trust is undertaken in the
hope of identifying the core elements of the construct of organisational trust in alliances in an
empowerment domain. The section concludes with the proposed theoretical model that
forms the basis of the empirical study.

The fourth section of the chapter highlights the implications of the theoretical study for the
practice of I1-O Psychology. A critical reflection on the chapter is undertaken in order to focus
on the theory and models discussed as well as on the proposed integrated model of trust.
The chapter also identifies the gaps, strengths, limitations and challenges of the proposed
model and how these are addressed.

Finally, the chapter contains a synopsis of the issues discussed in the chapter. This is
followed by a brief indication of the contents of chapter 4. The chapter culminates in the re-

statement of the theoretical or literature research aims and which were realised.

3.2.1 Trust: meta-theory

Over the years, organisational behaviour has been explained through an assortment of
conceptual paradigms and theories that include, among others, systems theory, social
exchange theory (SET) and transaction cost theory (Arranz & De Arroyabe, 2012;
Christoffersen, 2013; Cropanzano & Mitchell, 2005; Katz & Kahn, 1978).

The efficacy and general contribution of these theories to organisational studies have been
recognised although the theories have also been criticised for the limitations in their
approach to the study of complex and dynamic human phenomena (Burrell & Morgan,
1977). Social exchange theory and transaction cost theory are at the core of the study of

organisational trust (Cropanzano & Mitchell, 2005; Sousa-Lima et al., 2013). The pervasive
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influence of these theories on organisational trust theory and research has been
phenomenal as is revealed by the host of studies that espouse some of their basic premises,
either explicitly or implicitly (Christoffersen, 2013; Liang, Liu, & Wu, 2008;k eng ¢ n &
2011; Tan & Lim, 2009). This is not to suggest that the research on organisational trust is
based on social exchange theory and transaction cost theory in their classical forms and
shapes but rather to assert that, like commitment and other relational and exchange
constructs, the field of organisational trust could not escape the influence of the two theories.
Nevertheless, the social exchange theory and the transaction cost theory are not central but
are, in fact, peripheral to the main aim of this chapter and their use may be equated to
background information on the study of organisational trust. In other words, a foundational
explanation is essential although a thorough and more elaborate discussion of social
exchange theory and economic exchange theory is beyond the scope of this work.

At a general level, social exchange theory is one of the most influential theories in explaining
human behaviour in organisations (Arranz & De Arroyabe, 2012; Cropanzano & Mitchell,
2005; Liang, Liu, & Wu, 2008; Tan & Lim, 2009). Numerous organisational psychology
variables such as trust, commitment and organisational support have been premised in
social exchange theory terms (Christoffersen, 2013). Social exchange theory postulates that
a series of interactions between individuals tend to create both interdependence and
obligations (Cropanzano & Mitchell, 2005). This series of interdependent exchanges has the
potential to generate relationships of a high quality under the conditions of reciprocity and

negotiated rules.

Sousa-Lima et al. (2013) described social exchange relationships as referring to unspecified
obligations in terms of which the parties to the relationship reciprocate mutual care and
concern as well as effort toward each other over time. In view of the fact that social
exchange relationships are grounded on emotions, feelings of trust and mutual obligation are

essential for the development of such relationships.

The tenets of social exchange theory have influenced organisational trust theory and
research (Cropanzano & Mitchell, 2005). For example, social exchange theory postulates
that relationships between parties evolve over time and also that they become more trusting
over time (Cropanzano & Mitchell, 2005). Both the theoretical models and empirical research
on organisational trust have espoused and supported the temporal nature of trust (Aalbers,
2010; Mayer et al., 1995; Schoorman et al., 2007; Webber, 2008. While the basis of an
alliance relationship may be formal contracts, the role of trust may increase with the

evolution of the relationship over time and the operation of the alliance may come to rely less
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on explicit quid pro quo agreements than was formerly the case (Cropanzano & Mitchell,
2005). Organisational trust in the realm of alliances is a complex issue and, as will become

evident when the issue is discussed later in the chapter, the role of trust is vital.

The concept of trust has been studied across many disciplines and at the individual,
organisational and inter-organisational levels (Harris & Wicks, 2010; Mayer et al., 1995;
McKnight & Chervany, 2002). In organisational studies much of the interest has focused on
intra-organisational and inter-organisational trust. It may be suggested that, despite some
setbacks and the continued censuring of the construct milestones have been achieved with
the creation of a vast body of knowledge on trust. Tremendous progress has been made
since the inauspicious 1990s when Mayer et al. (1995) observed problems with the definition
of the construct, ambiguity regarding the relationship between risk and trust and a lack of
clarity between trust and its antecedents and outcomes.

There are major resemblances and dissimilarities between social exchange theory and
organisational trust. Social exchange theory has as one of its key tenets the principle of
reciprocity or the expectations of reciprocity. Reciprocity is explained as payment in kind.
However, Schoorman et al. (2007) argued that, while trust is anchored on the expectations
of the focal organisation or party, it is not always reciprocal. They argued that trust is not
necessarily mutual and reciprocal in the sense that the focal organisation may trust
organisation B but organisation B may not return the trust. Of course, as illustrated by the
stream of thought that grants a prominent role to reciprocity in organisational trust, to date
consensus has not been reached on the role of reciprocity (Das & Teng, 1998; Nikolaou et
al., 2011; Silva, Bradley & Sousa, 2012).

The notion of interdependence is crucial in both social exchange theory and organisational
trust. The parties in a relationship tend to exhibit some degree of interdependence because
the outcomes are contingent upon t he partiesdé6 efforts. H
exchange theory, the emphasis is on reciprocal interdependence which translates into a
bidirectional transaction. In the case of organisational trust, there is recognition that

dependence may be asymmetrical (Nielsen, 2011; Parkhe, 1998).

Both social exchange theory and organisational trust make reference to the notion of risk

and the striving to minimise risk (Christoffersen, 2013). In social exchange theory, risk is

minimised through reciprocal int er dependence because one partyos

upon the action of the other party (Cropanzano & Mitchell, 2005). In the case of

organisational trust the trustor may willingly share sensitive information with the trustee
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although the trust is not necessarily reciprocal and mutual. This willingness to share
information renders the trustor vulnerable to the actions of the trustee and also denotes

intention to take risks in a relationship (Gill et al., 2005).

In contrast, economic exchange relationships focus on material and tangible resources such
as finance (Sousa-Lima et al.,, 2013). Classical transaction theory asserts that it is
impossible for organisations to predict transactional outcomes before the transaction
because of their bounded rationality which allows the pervasiveness of opportunistic
behaviour in the absence of effective governance (Yang et al., 2011). In inter-organisational
relationships classical transaction cost theory relies on formal contracts and third parties for
the enforcement of terms of the contracts (Aalbers, 2010; Silva et al., 2012). Transaction
costs comprise all costs associated with the formation and maintenance of an exchange
relationship. They embrace a wide range of costs including those involved in the search for a
suitable partner, negotiating and concluding the partnership as well as monitoring for
opportunism and knowledge appropriation (Das & Rahman, 2010;k eng¢n & Wasti, 20.

In alliance relationships the likelihood of opportunistic behaviour by a partner generates the
most salient transaction costs (Gulati, 1995). From the transaction costs perspective, trust is
seen as significant as regards reducing the costs emanating from conflict as trust kindles
rapport between the partners in an alliance. The adherents to the transaction costs
perspective also argued that trust drastically reduces the costs incurred for contracting,
monitoring and enforcing formal contracts (Boersma et al.,, 2003; Christoffersen, 2013;
Nielsen, 2011). For example, the presence of trust between the partners implies that the

administrative and monitoring measures may not have to be elaborate (Gulati, 1995).

The limitations of the classical transaction cost theory in business environments
characterised by dynamic and unpredictable changes have been highlighted in research
(Aalbers, 2010). In such a milieu it is not possible to deal with the rapidly changing
circumstances by means of the mechanisms of the transactional cost theory. Under such
dynamic market conditions, trust premised on social exchange theory has been invoked
because of its potential to safeguard the interests of the alliance partners (Boersma et al.,
2003). Aalbers (2010) found that, under conditions of market dynamism, trust increases.
However, the temporal nature of the relationship may have an effect on the perception of the
dynamism with the result that long-term alliances may lower the perceptions of dynamism. In
other words, such alliances may see less volatility in the market than short-term alliances
(Aalbers, 2010). The underlying assumption is that long-term alliances have known their

partners over a longer period of time and, thus, are likely to be characterised by trust.
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The discussion above provided brief background information that sought to explain the
origins or theories from which the construct organisational trust derives. The influence of
social exchange theory and transaction cost theory will become increasingly clear as the
discussion in the rest of the chapter unfolds. However, the discussion does not follow a

pattern that separates social exchange and transaction cost theories.

The following section provides and scrutinises several definitions of the construct of trust.
Accordingly, trust conceptualisations from existing literature are examined. The discussion in
this section culminates in a conceptual definition of trust in the context of business alliances

in an economic empowerment domain.

3.2.2 Unpacking the concept of organisational trust

Organisational trust is seen as a construct that may be perceptible across individuals,
groups or teams and organisations and, as a result, it has been studied from a host of
perspectives, including interpersonal, intra-organisational and inter-organisational
perspectives (Colquitt, Scott, & LePine, 2007; Johnson & Grayson, 2005; MacDuffie, 2011;
Mansor & Mirahsani, 2012; McKnight & Chervany, 2002; Stanley & McDowell, 2013; Tan &
Lim, 2009; Webber, 2008). A variety of disciplines, including psychology, sociology and
organisational and management studies, have defined organisational trust from different
vantage points (Bachmann & Inkpen, 2011; Jiang, Li, Gao, Bao, Jiang, 2013; Levin,
Whitener, & Cross, 2006). Organisational trust is assumed to be the foundation of sound
interpersonal relationships, relationships with co-workers and management and relationships
across organisations (Sklavounos & Hajidimitriou, 2011; Tan & Lim, 2009; Whipple, Griffis, &
Daugherty, 2013). To suggest that trust may be observable at different organisational levels
is not to deny the interplay between or the influences of one echelon of the organisation on
the other types of trust foci such as the influence of trust in co-workers on trust within
organisations (Tan & Lim, 2009). It is, in fact, to intimate the complexity of the construct in
organisational settings and to affirm that the nature and bases of relationships at the
individual, organisational and inter-organisational echelons may be different (Mayer et al.,
1995; Sousa-Lima et al., 2013).

One of the fundamental distinctions in the conceptualisations of organisational trust is based
on the subject of cognition and affect. Some researchers have conceptualised trust purely as
a <cognitive construct because t lig, integritysando r eval
benevolence (Mayer et al., 1995). Thus, trust is seen as a cognitive construct because one

needs to thinkinordert o eval uate a trusteeds ability, i nt e
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et al., 2007). Another stream or approach to the study of trust has assumed that trust has

two dimensions, namely, cognitive and affect or emotion (Huang & W.ilkinson, 2014;

McAllister, 1995; Webber, 2008). Cognitive trust has been viewed as anchored in the
trustords belief a b o u t reliabitity andhibteégtity of the trustee whidlemp et e n ¢
affective trust is premised on close emotional bonds and interpersonal relationships (Fan et

al., 2012; Huang & Wilkinson, 2014; McAllister, 1995). The latter is anchored in interpersonal

care and concern for the other person (Fan et al., 2012; McAllister, 1995).

Trust is defined as comprising actionsthat (1) i ncrease the tr2utether 6s vu
trustee whose behaviour i s 3) onta siwatiahénr whitchhthee t r ust
consequence the trustor suffers if the trustee takes advantage of the vulnerability surpasses
the benefit the trustor gains if the trustee does not misuse that vulnerability (Zand, 1972).
Similarly, Mayer et al. (1995) definedt r ust as the trustordés willingn
behaviour of the trustee based on the expectation that the trustee will not abuse that
vulnerability irrespective of the ability of the trustor to monitor or control the trustee. While
grounded in existing literature, the definition proposed by Mayer et al. (1995) denotes one of

the foremost and influential conceptions of organisational trust.

The following significant components fundamental to the above definitions and their
meanings may be identified, namely, willingness to accept vulnerability or take risk;
expectation that the other party will accomplish the specific task to be performed irrespective
of the trust or dhe ottebparty iartd yhat the trustee ares ablout the trustor
and will not harm his/her interests; belief that the trustee is committed to acceptable
principles as well as the fact that the losses that the trustor would suffer as a result of the
trusteeds abuse of wvulnerabi l i thetruseb didunbtdbudee gr e at
such vulnerability. Colquitt et al. (2007) also noted the significant components of this

definition.

Mayer et al. (1995) contended that vulnerability alludes to the fact that the one party has
something of importance to be lost. In other words, there is a risk. Thus, by making him or
herself vulnerable, the trustor is taking risk. However, the distinction between being
vulnerable and taking risk is significant (Mayer & Davis, 1999). According to Mayer and
Davis (1999), trust is not taking risk per se but it is the willingness to take risk. For example,
the trustor may be willing to share sensitive information with the trustee. This willingness to
share crucial information renders the trustor vulnerable to the actions of the trustee and

denotes intention on the part of the trustor to take risk in a relationship (Gill et al., 2005).
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The definition proposed by Meyer et al. (1995) is both widespread and prominent in the field
of organisational trust with its influence permeating many areas of management and
organisational studies, including intra and inter-organisational studies (Tan & Lim, 2009).
Tan and Limdéds (2009) conceptualisation of
elements of trustworthiness and propensity to trust. In terms of the model of Meyer et al.
(1995), which is explained later in this chapter, trustworthiness refers to the antecedents or
the three characteristics of the trustee, namely, ability, benevolence and integrity.
Perceptions ab o hihessovill eagiesming theuteust weestdad in an individual.
However, these perceptions may be investigated for different foci depending on the levels of

analysis.

In line with the integrative trust model of Mayer et al. (1995) conceptualisation of trust,
specifically their notion of trustworthiness, Levin et al. (2006) suggested that the willingness
to be vulnerable is the resul't of the tr
Three antecedents are used to explain the concept of trust. Perceived ability is explained as

t he trustor o6s belief t hat t he trustee Wi

trust
ustor 6
| ac (

Perceived benevolence referred to t haeahetrustarst or 6 s

and will not harmt he t rintgsestoandmser cei ved i ntegrity is

belief that the trustee is committed to a set of acceptable principles (Mayer et al., 1995).

Trust has also been distinguished from propensity to trust which is explained as the stable
component or individual difference that influences the likelihood that the trustor will trust.
Accordingly, this conceptualisation posits that willingness to trust is influenced by both the
antecedents of trust and the trustor's propensity to trust. The intricacy and implications of
this conceptualisation of trust will become evident and clear in the elucidation of the model

proposed by Mayer et al. (1995) later in this chapter.

Mishra (1996) is another notable researcher on trust who developed his model at
approximately the same time but independently of Mayer et al. (1995). Mishra (1996) defined
trust as one partyédés willingness to be vul
latter party is 1) competent, 2) open, 3) concetrned,and 4) r el i abl e. Mi
trust implies that, without a willingness to be vulnerable, the concept of trust does not
assume any meaning as the outcomes will have no consequence for the trustors. Similar to

Mayer et al. (1995), this definition is derived from the domain of the existing literature on

trust which is anchoredint he noti ons of wvulnerability and

(1996) definition, vulnerability or willingness to take risk is predicated on the four dimensions

of competence, openness, concern and reliability.
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These four dimensions (competence, openness, concern and reliability) represent the
components of an overal/l trust .hfelt nf oMirs hirdaidome n(sl
combine multiplicatively in determining the overall degree of trust that one party has with
respect to a given r ef teustefrthe one paftyhor fecal mrgamisaton t hat t
in the trustee in one dimension is counterpoised by the high levels of trust that the trustee

has in the other dimensions. According to Mishra (1996), these dimensions of trust operate

with respect to several different referents and levels of analysis such as within groups or

organisations and between organisations.

Another intriguing and noteworthy feature of Mi s hr ads conceptual itteati on o
definition of trust as both willingness and a belief. To do so is to subsume its emotional and
cognitive elements. This view of trust may be contrasted with the model proposed by Mayer
et al. (1995) which regarded trust as solely cognitive in nature. As in the assertions made
with respect to Mayer et al. (1995) above, the explanationo f Mi shraés ( El®r96) mooc

in the chapter illuminate the definition and meaning of trust provided above.

Following Mayer et al. (1995), Tan and Lim (2009) asserted that trust in co-workers had an
influence on trust in organisations which in turn influenced organisational outcomes such as
commit ment and performance. The unigueneass of T
endeavour to deliberately focus on how the different trust foci interact to influence
organisational outcomes. They defined trust in coowor ker s as onebs willir
vulnerable to the actions of his or her co-workers despite the fact that he or she cannot

control their actions.

Trust in organisations maybee x pl ai ned as an employeeds willing
actions of the organisation whose actions and behaviour the employee is not able to control
(Tan & Lim, 2009). While the various foci of trust denote willingness to be vulnerable and a
l ack of contr ol over the other par tsg fosiarddehavi o
significant as trust in co-workers does not presuppose trust in the organisation. The two may
not hold the same implications for organisational outcomes such as organisational
commitment and organisational performance. However, as noted by Sousa-Lima et al.
(2013), regardless of the foci, trust has a fundamental role to play in shaping the attitudes

and behaviour of employees in organisations.

The two types of trust foci are cited merely to illustrate the significance of locating the level at
which trust is analysed. For example, the distinction between trust in co-workers and trust in

management is also significant because these two involve distinct power relations (Starnes,
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Truhon, & McCarthy, 2005). Trust in co-workers involves horizontal relationship with people

who are at comparable hierarchical levels and with no power imbalances. On the other hand,

trust in management may be explained in terms of vertical relationships which entail power

imbalances such as subordinate-superior relationships (Tan & Lim, 2009). Horizontal trust is

formed through relationships betweenan i ndi vi dual a goavorkels whomre di vi du
on the same level in terms of the hierarchy of the organisation. The distinct characteristic of

the horizontal perspective is the perceived power balance between the parties. Conversely,

vertical trust involves relationships that depict or imply power imbalances such as employee-

manager relationships (Tan & Lim, 2009). It has already been argued in chapter 2 that the
unequal di sbur sement of power fosters inequalit
reflect power and control over the allocation of resources (Fernandez & Moldogaziev, 2012;

Jonsson, 2010; Seibert, Wang, & Courtright, 2011).

The presence of power imbalances in relationships may have implications in terms of the
dynamics of the relationships, including influence and control. The notion of influence
presupposes that one is in a position to change the behaviour or emotions of another person
while control implies a striving to ensure certain desired outcomes by influencing another
person (McKnight & Chervany, 2002). Whilst Colquitt et al. (2007) showed that, in general,
the relationships between trust and its antecedents and outcomes did not vary according to
whether they were leader-based or co-worker-based referents. However, they did find that
the relationship between integrity and trust was significantly stronger for leader-based
referents than that of co-worker-based referents. This may allude to the prominence of

issues such as fairness and promise fulfilment for the latter referents.

The notion of power imbalances may be extended to business alliances and in terms of
which the asymmetrical relationship in terms of resources may obfuscate trust issues and
result in different dynamics between the parties as the part with leverage may attempt to
gain domination over the destiny of or the decision making in the alliance (Nielsen, 2011).
The problems of asymmetry are not limited to resources but may extend to value creation or
appropriation of knowledge for the partners (Parkhe, 1998). The partners may interact
closely and share decision making on matters pertaining to the alliance, thus signifying two
things: (1) a commitment to and interest in outcomes, which decreases the likelihood of
opportunistic behaviour and (2) the | i kéebei hood
recognised. In this case information asymmetry will be reduced because both partners will
demonstrate high participation in and knowledge of strategic decisions and actions.
Consequently, a high level of mutual involvement may serve as both a signalling and a

monitoring mechanism by establishing and building trust and commitment (Saxton, 1997).
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Kramer and Lewicki (2010) provided another definition that explained trust as fundamentally
a psychological state characterised mainly by positive expectations about the behaviour of
others. The positive expectations may be expressed in individuals, groups or across
organisational boundaries. Trust is explained as the mutual belief that none of the parties to
the exchange relationship will take advantage of the vulnerabilities of the other (Sklavounos
& Hajidimitriou, 2011). A party to the relationship allows itself to be vulnerable because it has
positive expectations or beliefs that the other party will not take advantage of its

vulnerabilities.

InlinewithMi shradés (1996) conceptualisation of
(2011) defined trust as a process that involves the willingness of a party to the relationship to
be appropriately vulnerable based on the belief that the other party to the alliance is
competent, open, concerned and reliable and identifies with the mutually set goals and
values of the alliance. The definition of Ni el sen (2011) reveal s

decision to be appropriately vulnerable is a calculated decision and hinges on what literature
in the field classifies as the dimensions of trust, namely, competency, openness, concern
and reliability, as well as whether the potential or actual partner identifies with the goals and
values espoused by the alliance. Shared goals between alliance partners are positively and

significantly related to both cognitive and affective trust (Zur, Leckie, & Webster, 2012).

The significance and pertinence of trust at various foci points has been alluded to in the
previous discussion. Indeed, the concept has pertinence at the inter-organisational focal
point and its complexity at this level has been highlighted (Bachmann & Inkpen, 2011).
Boersma et al. (2003) defined trust as the expectation that a party to the alliance may be
relied upon (promissory contract), will perform its side of the contract professionally and
competently (competency-based contract) and that, even if there are no explicit promises to
be fulfilled, the party to the alliance will behave honourably (goodwill-based contract). Similar
to the definition by Nielsen (2011), Boersma et al. (2003), following Mishra (1996) specified
the dimensions of trust or wha't they ref

expectations to the other partner to the alliance.

Trust in business alliances is a complex construct that has been studied from two main
perspectives, namely, trust prior the formation of an alliance which focuses on the conditions
conducive for the formation of an alliance and trust during the alliance which focuses of
alliance outcomes and the impact of the partnering organisations (Sklavounos &
Hajidimitriou, 2011).
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Nielsen (2011) is critical of certain definitions of trust because they tend:

To assume that trust is a uni-dimensional construct with properties that are universal
Not to see trust as a dynamic and evolutionary phenomenon that changes with the
stages of the alliance

1 To neglect important interdependencies between trust and the management process

involved.

Having reviewed literature in the field of trust, McKnight and Chervany (2002) identified
several definitions and their meanings and proposed a broad and multidisciplinary definition
and conceptualisation of trust. For trust to be properly conceptualised it should be viewed as
a cohesive set of interconnected constructs. McKnight and Chervany (2002) identified six
trust constructs that extend across impersonal, dispositional and interpersonal construct
dimensions, namely, trusting intention, trusting behaviour, trusting beliefs, system trust,
dispositional trust and situational decision to trust. However, they did not assert that this set
of six constructs were comprehensive to the extent that they covered every type of trust in
the literature. McKnight and Chervany (2002) used their judgement to define what they
viewed as important forms of trust in order to arrive at a set of broad, cohesive, yet

parsimonious constructs.

One of the common threads in the study of organisational trust is the recognition that,
fundamentally, trust is a desirable attribute expressed by the focal organisation and
characterised by positive expectations about the behaviour of others (Kramer & Lewicki,
2010; Mayer et al. 1995; Mishra, 1996; Schoorman, 2007). Trust is explained as a multi-
dimensional construct that may evolve with the relationship (Nielsen, 2011) with trust
evolving over a period of time as the relationship develops. Some studies on organisational
trust have been censured on the basis that they were laboratory studies of a short duration
which precluded the evolution of trust, particularly affective trust (Webber, 2008). This is
understandable in view of the fact that affective trust takes longer to develop than cognitive
trust as it is anchored in the evolving relationship between the alliance partners (Ekici, 2013).
The existing literature reveals that cognitive trust leads to affective trust (Zur et al., 2012).
The duration of the relationship is crucial for the development of affective trust. During the
course of building the relationship, repeated transactions over time will reveal potential

problematic partners (Aalbers, 2010).
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Hernandez and Dos Santos (2010) observed the widespread disagreement in terms of both
the definition and the measurement of trust which has led to the development of a myriad of
trust notions, models and measures. However, a lack of convergence inevitably follows as
constructs are studied in decontextual terms. The significance of the contextual factors in the
research on trust have been highlighted (Caple, 2012; English & Baxter, 2010; Hofstede,
Fritz, Canavari, Oosterkamp, & Sprundel, 2010) and is explained later in the chapter as it
forms an essential aspect of the model proposed in this chapter.

The integrated model proposed by Mayer et al. (1995) acknowledged the role of context.
Contextual issues may impact on the situation, for example, when the significance and
influence of the three antecedents of trust vary with the context because their impact is
domain-specific or when the dynamics of the situation within which the task is performed
change. The argument regarding the significance of context necessitates that the definition
of relevant concepts be made explicit. It is, therefore, crucial to specifically highlight how the
concept of organisational trust in business alliances in the context of economic
empowerment is defined. Providing unequivocal definitions is even more imperative in
studies that endeavour both to conceptualise the construct and its elements theoretically and
also how trust relates to business alliances in the South African economic empowerment

context.

The definitions of trust do not vary only in terms of the way in which the trust construct is
used but also as regards the attributes of the person who is trusted. The use of the concept
of trust in varied settings is likely to reflect how the various attributes assume significance in
different settings. This suggests that the use of numerous nouns to specify the attributes of
the concept is justified by the diversity of trustor settings. In addition, it also communicates
the relative significance of the trustor attributes depending on the situation. For example, the
relative significance of the attributes of ability or competence, integrity and benevolence in
t he case of anameadicadl sumydod may bercantsasted with such significance of
a superior-subordinate relationship. As McKnight and Chervany (2002) noted, trusting varies
from situation to situation. Also the attributes that the trusted person must possess will vary
from relationship to relationship and from situation to situation. In the view of McKnight and
Chervany (2002), the abundance oft he t r ust o méyde explainediby thet varisty

of possible relationships and situations.

In the context of this study organisational trust refers to the willingness on the part of the
trustor or the focal organisation to be vulnerable to the actions of another party as based on

the intuition, belief and expectation rooted in the culture of the trustor or the context of the
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setting as well as the belief of the trustor that the other party will perform a particular action
which is important to trustor, irrespective of the ability to monitor or control that other party or
trustee. Although this definition is derived from Mayer et al. (1995), it also recognises the
limitation that Schoorman et al. (12007) acknowledged in the work of Mayer et al. (1995), by
making explicit the non-cognitive or affective element of trust, as well as the fact that trust is
embedded in the cultural milieu. However, the bases of the conceptualisation of expectations
are dissimilar from those in the integrative model of Mayer et al. (1995). According to
Schoorman et al. (2007), the integrative model (Mayer et al., 1995) neglected or was
oblivious to the implications of cross-cultural factors and affect and represented a cognitive
approach to trust because the basis of individual expectations was understanding how
parties evaluate or process information about others. Williams (2001) maintained that the
bases of expectations comprise bothpeopl eds per cept asothar afteftiveot her s
responses to others. In her view, understanding the combined influence of affect, perceived
trustworthiness (ability, integrity and benevolence) and social group membership is

significant.

In concluding this section, it must be pointed out that a myriad of organisational outcomes
have been associated with trust. For example, trust is regarded as a foundation for
knowledge sharing (Das & Kumar, 2011; Nielsen, 2011; Zhang & Chen, 2015) while sound
relationships between employees and organisations have been cultivated because of the
view that trust is fundamental to organisational performance (Arranz & De Arroyabe, 2012;

Sousa-Lima et al., 2013). The following section considers the crucial role of trust in alliances.

3.3 THEORY: MODELS OF ORGANISATIONAL TRUST

The decades leading to the end of the last century withessed organisations pulling back their
corporate frontiers by way of outsourcing and sometimes divesting themselves of activities
that were not core to their business (Grant & Baden-Fuller, 2004). The need of
organisations to focus on core business activities and still to remain competitive heralded
collaboration and co-operation, even between erstwhile competitors. The close of the
twentieth century signified the dawn of an era in which competition and collaboration co-exist
(Choi et al., 2010; Park et al., 2014; Parkhe, 1998; Tidstrom, 2014). In some cases the
escalating costs in technology-intensive projects have created partners from competitors (Lei
& Slocum, 1991). One of the consequences of this development has been the formation of
business alliances (De la Sierra, 1995; Eisenhardt & Schoonhoven, 1996; Yang et al., 2011).

It has been previously stated that organisations may resort to business alliances when they
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perceive competitiveness to be beyond their power and that they sometimes even form

alliances with companies that upset the competitive balance (Hamel & Prahalad, 1989).

Alliances have resulted in a more complex world of work than previously and one that is
characterised by, inter alia, virtual and globally distributed organisations with institutions
collaborating and co-operating across their boundaries (Bachmann & Inkpen, 2011; Jiang, et
al., 2013; Mansor & Mirahsani, 2012). Technological developments, efforts to enhance green
business and higher office space and transportation costs have also contributed to the
formation of virtual organisations and globally distributed work teams (Mansor & Mirahsani,
2012). The accelerated rate at which business partnerships are formed, including with
erstwhile competitors, has contributed significantly to the complexity involved in managing
organisations (Stanley & McDowell, 2013; Ekici, 2013). The practical concerns about
insatiable greed and corruption among business executives and businesses failing to live up
to the expectations of their alliances and other stakeholders have underscored the
significance of monitoring or regulating behaviour in organisations and also inadvertently
creating more complex organisations that are able to rely solely on formal contracts
(Bachmann & Inkpen, 2011). These concerns have also intensified interest in the

phenomenon of trust (Jiang et al., 2013).

There are numerous reasons why organisations form business alliances. These were
explained in chapter 1. The formation of external business relationships such as business
alliances represents a significant mode that organisations espouse in their search for
competitiveness (Choi et al., 2010; Reuer & Tong, 2010). Such alliances comprise various
inter-organisational arrangements whereby organisations pool their resources in pursuit of
specific opportunities. These inter-organisational arrangements include joint ventures,

technology exchange, licencing, joint R&D agreements and many other such arrangements.

The pooling of resources may require extensive resources for the preparation or drafting,
negotiation and monitoring of contracts. Huge costs and time are involved on executivesd
involvement with issues of contracts. Trust has been shown to have innumerable benefits for
inter-organisational co-operative relationships, including savings in terms of both time and
money as it reduces the time executives spend on contracts and the concomitant huge sums
of money (Gulati, 1995).

Smooth functioning and co-operation within alliances is neither automatic nor is it easily
fostered (Laan, Noorderhaven, Voordijk, & Dewulf, 2011; Malhotra & Lumineau, 2011).

While the formation of such alliances may assist in outflanking competitors such
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partnerships may backfire for the unwary (Laan et al., 2011; Lei & Slocum, 1991). Alliance
contexts also present a paradox. Although the pooling of resources is supposed to enable
the parties to achieve what they are unable to achieve individually self-interest and the
tendency to become opportunistic may harm the performance of the partnership (Hamel &
Prahalad, 1989; McCarter et al., 2011; Pucik, 1988; Reutzel, Worthingthon & Collins, 2012).
As has been repeatedly averred, alliances offer modern organisations opportunities but they
also carry higher risks for the focal organisation (Jiang et al., 2013). While the constructive
and desired impact of pooling resources and the pivotal role of trust in cost saving must be
acknowledged, some unanticipated downsides characterised by deleterious rigidities in
routines and resources may also develop in alliances (Bergh et al., 2011). As revealed in the
literature on organisational inertia, trust between the alliance partners is strengthened by the
positive exchange experiences although these positive exchanges may inadvertently create
rigidities i n routines and resources as
circumstances is immobilised (Bergh et al., 2011). Less detailed contracts may facilitate the

adaptability of alliances to a shifting business landscape (Gulati, 1995).

The nature of inter-organisational collaboration, especially alliances, may necessitate
resource sharing, including information sharing, between the partnering organisations (Das
& Kumar, 2011). Inter-organisational settings typical of alliances result in the integration and
sharing of information across organisational boundaries. In a more globalised and hyper-
turbulent business environment, information technology is vital to competitiveness on a
global scale. Modern organisations in their varying organisational forms, such as individual
firms and partnerships, are not able to manage their strategic and managerial changes

without responsive information systems.

Inter-organisational information systems include supply chain management systems and
electronic data interchange (Nicolaou, Sedatole, & Lankton, 2011). The level of information
sharing across organisational boundaries is a matter of knowledge management (Von Krogh
& Roos, 1995). Thus, the establishment of an integrated system of information in an alliance
does not necessarily mean unrestrained access to resources, information or knowledge. As
Pucik (1988) states, organisations use technology through joint ventures in order to master
or acquire competencies and then to use this acquired knowledge either to gain control of
the market or to penetrate markets previously dominated by others. In partnerships
organisations may attempt to manage knowledge (Aadne et al., 1995). A partner to a
strategic relationship may do this by controlling knowledge as well as managing both the
knowledge transfer context and the internalisation process. Controlling knowledge may entalil

a partner to the alliance not giving away or involving critical knowledge in the co-operative
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activity at all, for example, by performing the functions required on behalf of the alliance
rather than sharing this process. Sometimes the process may entail the partner bundling
numerous discrete activities into an integrated package so that the other partner is
overwhelmed by information, the totality of which is more difficult to understand than

previously thought (Aadne et al., 1995).

As with all modes of organising, the foundation of these business alliances is the relationship
between the people who conceive, develop and maintain such alliances (Sklavounos &
Hajidimitriou, 2011). In the main trust between people and in alliances is regarded as central
to sound relationships between the people and the effective functioning of the alliance as
well as the achievement of the alliance goals (Lok et al., 2011; Zhang, 2011).

In discussing the models of trust it will become clear that trust is an extremely complex
construct (e.g. Mayer et al., 1995; McKnight & Chervany, 2002; Mishra, 1996; Schoorman et
al., 2007). It has already been suggested that the level of complexity of the construct is more
pronounced in relationships across organisational boundaries such as in alliances (Das &
Teng, 2000; Stanley & McDowell, 2013).

The preponderance of hierarchical studies, for example, between employees and their
relationships with supervisors or management, may create an impression that trust in an
organisational context refersonlytoe mpl oyees 6 willingness to
to the actions of the organisation. The contribution of research at the different trust foci is
critical as it contributes to the existing body of knowledge on the construct. The models may
be used at different levels, such as the employees on the same hierarchical level, superior-
subordinate level and even inter-organisational level. This section critically evaluates
theoretical models of organisational trust. The discussion focuses on two such prominent
models which have influenced thinking and research in the field. While the review of existing
literature shows that numerous models of organisational trust exist, this section elucidates

two models as conceptualised by Mayer et al. (1995) and Mishra (1996).

3.3.1 An Integrative Model of Organisational Trust

One of the earlier and influential models of organisational trust was proposed by Mayer et al.

rende.i

(1995). To restate the definition proposed by Mayer et al. (1995), trust referstot he trust or 06

willingness to be vulnerable to the behaviour of the trustee, based on the expectation that
the trustee will not abuse that vulnerability irrespective of the ability of the trustor to monitor

or control the trustee. Their model is based on the recognition that people have generalised
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trust or expectations of others and these are analogous to the dominant personality trait that
may account for their functioning in an environment. This is referred to as propensity to trust.
Propensity to trust is a factor inherent to a person which influences the general willingness to
trust. It is, therefore, a trait that is stable across situations and it accounts for why people

differ in their inclination to trust others (Mayer et al., 1995).

At an inter-organisational level propensity to trust may be influenced by geographic, industry
and economic histories (Fadol & Sandhu, 2013; Fan et al., 2012). For example, past
experiences in alliances may eitheri ncr ease or decrease the focal
to trust, depending on whether these experiences were positive or negative. A negative
experience is one that would have resulted in the focal organisation losing its investment or

becoming involved in a lawsuit (Schoorman et al., 2007).

Propensity to trust implies that the trustor possesses certain trust tendencies even prior to
information about the trustee becoming available. Propensity to trust helps in explaining why
some individuals are more trusting than others (Ashleigh & Higgs, 2012; Frazier, Johnson, &
Fainshmidt, 2013). This inclination to trust moderates a n i ndi percdptioad @f s
trustworthiness (Schoorman et al., 2007). Mayer et al. (1995) proposed that trustors with a
higher propensity to trust are likely to show higher trust towards the trustee prior to
information about the trustee becoming available. Nevertheless, Mayer and his associates
(1995) viewed propensity to trust as vital but insufficient to explain or account for trust
because a trustor may have different levels of trust towards different trustees. To complete
the conundrum, they proposed that the characteristics of the trustee or trustworthiness be
included in the model that explains why trustors are more likely to trust some trustees than

others.

Based on existing literature, the model proposed by Mayer et al. (1995) identified three
antecedents or elements of trustworthiness, namely, ability, benevolence and integrity.
According to the integrative model of organisational trust, individuals determine the
trustworthin ess o f others by wusing their beliefs in

integrity and benevolence. These characteristics of the trustee are briefly described below.

3.3.1.1 Ability

Ability is described as a group of skills, knowledge and competencies that enable a person
to exercise influence within a specific domain (Mayer et al., 1995; Mayer & Davis, 1999). An

employee who is perceived to be competent is likely to affect the work of co-workers
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because trust is said to increase with an increase in competence. It is generally believed that
employees tend to trust co-workers who are competent (Tan & Lim, 2009). Similarly trust
increases when employees believe that their managers are able to make competent

decisions on behalf of the organisation (Mansor & Mirahsani, 2012).

The significance of ability on trust is unique as is its influence. As an antecedent of trust
ability creates a trust framework that is domain-specific (Schoorman et al., 2007). In other
words, ability, as an element of trust, creates space for more complex relationships with
trustees than may otherwise have been the case. The trustor may have high trust in the
ability of the trusteeas r egar ds tompeterice in gne areadfsthe job but lower
trustint h e t r abiftyiemandtterarea. The notion of ability is si
conception of competence. In the context of alliances, ability refers to the belief of the focal
organisation that the other organisation or trustee will perform as expected because it is
competent and/or because it possesses the required expertise (Brahma & Chakraborty,
2009). The element of ability encompasses the positive beliefs or expectations that the focal

organisation holds about the future behaviour of the partnering organisation.

3.3.1.2 Benevolence

Benevolence is defined as the extent to which the trustee wants to do his/her best for the
trustor (Mayer, et al., 1995). In work settings, employees who view their co-workers as
wanting to do their best for them are likely to be trusted. When employees perceive co-
workers, supervisors or managers to be considerate and concerned about their welfare, they
are more likely to trust them because they do not believe they will act maliciously against
them (Tan & Lim, 2009). In their research on the perceived trustworthiness of knowledge
sources, Levin et al. (2006) focused on benevolence because they believed that it
(benevolence) is an essential component of an interpersonal relationship. In their view,
trustworthiness is rooted in the trustorés wil
because he or she expects that the trustee will have his or her interests at heart, cares about

him or her and feels goodwill toward him/ her.

3.3.1.3 Integrity

Integrity is the last antecedent identified by Mayer et al. (1995). Integrity refers to the extent
to which one party or the trustor perceives the other party or trustee to adhere to the
principles that the trustor finds acceptable. According to Mayer and Davis (1999), integrity

subsumes the manager espousing values that the employees regard as positive and
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acceptable and behaving in a manner that is consistent with the espoused values. Two
terms that are vital to the concept of integrity are adherence and acceptability. The trustor
will, therefore, be willing to accept the influence of the trustee if the trustee subscribes to the
values that the trustor esteems. The significance of this last antecedent lies in its association
with people with integrity being perceived as indicating honest and fair manner behaviour
towards others (Tan & Lim, 2009).

Although ability, benevolence and integrity are all important each may vary independently of
the others as each encapsulates certain elements of trustworthiness. Trustworthiness should
be viewed in terms of a continuum with the three factors varying along the continuum. In
practical terms this means that the three factors may be separated. Meaningful trust in the
trustee may exist in spite of the fact that it is relatively lower in one of the three factors
(Mayer et al.,, 1995). Mayer and Davis (1999) aptly stated that the way in which ability,
benevolence and integrity combine into trustworthiness is idiosyncratic both between
individuals and between situations. Nevertheless, a trustee who is high as regards all three

factors will be perceived as high in trustworthiness.

Mayer et al. (1995) suggested being vulnerable alludes to the fact that the trustor possesses
something of importance to be lost. In other words, there is a risk. This confirms the
significance of risk as a component of the trust model proposed by Mayer et al. (1995). The
pivotal role of risk in their integrative conceptual trust model requires that the notion of risk
be elucidated. The model conjectures that there isnorisk involvedi n oneds willingne
vulnerable T the trustor need not risk anything in order to trust although he/she must take
risk in order to engage in trusting action. Thus, trust leads to risk-taking in a relationship

although the level of trust will determine the degree of risk the trustor is willing to take.

The model also proposed risk taking in relationship (RTR) as an outcome of trust. RTR as an
outcome of trust is differentiated from general risk taking behaviour because it is specific to
the identifiable relationship between the trustor and the trustee. Decision making in a
relationship i nvol ve sfriskWwhch hinges bathcom @ consigeeation efpt i on
the situation and also on the likely positive or negative outcomes. In the model proposed by
Mayer et al. (1995) perception of risk is defin

positive or negative outcomes beyond the relationship with the trustee in question.
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The model postulates that, in the main, the trustor compares the level of trust with the
perceived risk in a given situation and, if the level of trust exceeds the threshold of the
perceived risk, then the trustor will be prepared to engage in RTR. If, on the other hand, the
level of perceived risk exceeds the level of trust, then the trustor will probably not engage in
RTR. It may be inferred from the latter two statements that the degree of trust in the trustee
and the perception of risk inherent in the situation or context are crucial in determining

whether or not the trustor will take certain risks (Dowell et al. 2013; Mayer et al., 1995).

The final aspect of the model proposed by Mayer et al. (1995) is the evolution and long-term
effects of trust. In brief, the model proposes that trust will evolve as the trustor and trustees
interact. This feature of the model reveals its dynamic view of trust. A positive interaction
with the trustee may i mpact positively on
an unfavourable encounter or outcomes will result in unfavourable perceptions of the trustee.
According to the model, the outcome of the trusting behaviour, which may be either
favourable or unfavourable, will influence trust indirectly because the elements of
trustworthiness are moderated by propensity to trust. Therefore, inclination to trust others
impacts on perceptions of ability, benevolence and integrity (Ertug, Cuypers, Noorderhaven,
& Bensaou, 2013; Laeequddin, Sahay, Sahay, & Waheed, 2012).

The model proposed by Mayer et al. (1995) is presented in figure 3.1. The feedback loop

from the outcomes of RTR to the perceived characteristics of the trustee encapsulates the

t

he

dynami sm of the model 6s view of the construct.
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Ability Perceived risk

Integrity

Figure 3.1: Mayer et al. (1995): Integrative model

In summary it may be said that the model proposed by Mayer et al. (1995) remains one of
the influential organisational trust models despite the obscure role of culture and context.
Subsequent discussions by the same researchers regarding the role of culture and context
have enhanced the usefulness of the model (Schoorman et al., 2007). The next section

di scusses Mi shrabdés trust mo d e |

332 Mi shrads Trust Mo d el

Another prominent trust model that developed at virtually the same time, but independent of
the model proposed by Mayer et al. (1995), was that of Mishra (1996). Mishra (1996)
conceptualised trust as a moderator of three key behaviours that organisations manifest
during crisis, namely, decentralised decision making, undistorted communication and
collaboration. The model posits that these three behaviours are influenced by trust and that
they have a subsequent influence on trust, subject to whether the organisational outcomes
are positive or negative. For example, decentralised decision making may lead to positive

outcomes such as reduction in turnaround time and excellent customer service or else to

110




negative outcomes such as poor customer service as a result of subor di nat es @
incompetence. Subsequent influence will occur because trust will increase following the

positive outcomes or decline as a result of the negative outcomes (Mishra, 1996).

Within organisational settings trust is assumed to have a positive influence on the following
three aspects of organisational behaviour, namely, decentralised decision making,

undistorted communication and collaboration.

3.3.2.1 Trust and organisational behaviours

This section discusses the three abovementioned behaviours that organisations manifest
during crisis. As already stated, Mishra (1996) posited that the relationship between the
three behaviours and trust may be bi-directional, depending on whether the organisational

outcomes are positive or negative.

(@ Decentralised decision making

Decentralised decision making refers to the extent to which the authority to make decisions
permeates the lower levels of the organisational hierarchy. As discussed in chapter 2, within
the management domain, delegating authority to lower level employees has been associated
with employee empowerment. The notion of employee empowerment is linked to

organisational practices such as job enrichment and job autonomy.

Mishra (1996) maintained that the dynamic between decentralisation and trust is both
bottom-up and top-down. The implication of this statement is that the relationship depends
on the extent to which management trust employees and the extent to which employees

trust management.

According to Mishra (1996), trust plays a vital role in enhancing decentralised decision
making. Decentralising decision making to lower levels increases dependence on the lower
levels and entail greater risks than may otherwise have been the case. Dependence occurs
because the locus of authority and control has been ceded to the lower level employees who
previously did not possess such authority and control. In addition, risk occurs because of the
possibility of opportunism, incompetence or even ignorance on the part of those entrusted
with authority. Mi sdceping depeadergaiamisk is cemtral tottristng

behaviour while trust, as a belief, facilitates trusting behaviour.
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(b) Undistorted communication

Undistorted communication is explained as the extent to which one party provides candid
and truthful information to the other party. The trustor or the one party develops trust in the
trustee or the other party as a result of the communication of undistorted information
(Mishra, 1996). Mishra (1996) referred to trust as a prerequisite to undistorted
communication. Trust facilitates the sharing of information or knowledge in an honest
manner. In management studies information or knowledge is viewed as a critical resource
that may provide an organisation with the sought after competitive urge (Aadne et al., 1995;
Wathne, Roos, & Von Krogh, 1995). Communicating and the sharing of information is an
intricate process in organisational settings. For example, Das and Kumar (2011) highlighted
the intricacies of information or knowledge sharing in alliances. The likelihood of openness
and willingness to share information depends on whether the dominant coalition in the

alliance has either a promotion or prevention focus i see earlier discussion.

Whether within or across organisational boundaries the sharing of information entails the
possibility of risk emanating from opportunism, incompetence or ignorance on the part of the
trustee (Inkpen & Currall, 2004; Lumineau et al., 2011). Risk is inherent in both top-down
and bottom-up communication in organisations. Mishra (1996) observed that communicating
information candidly and honestly is contingent on the belief on the part of organisational
members that they will not be victimised, reprimanded or disciplined. In settings in which
suspicion rather than trust reigns supreme, communication is often characterised by
deception. In inter-organisational relations the sharing of information may also entail the risk
of the trustee revealing information to the competitors of the focal organisation. In addition,
trust is reduced when deceptive and misleading information is communicated to the trustor
by the trustee (Mishra, 1996).

(©) Collaboration

Trust is regarded as a sine qua none for collaboration (Mishra, 1996). Trust enables
individuals, groups, teams or organisations to forego their personal or sectional notions of
aggrandisement in order to satisfy their mutual needs. It is important to note that
collaboration does not negate the notion of competition. Instead it recognises the
significance of competition in as far asitf ocuses one s onoowne disn tseurrevsitvsa
Collaboration may transcend sectional interests by incorporating joint interests and also
mutually agreeable outcomes (Mishra, 1996). Competition is perceived as essential for the

survival of the group, team or organisation. However, the collaborating parties are able to
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overcome the appeal of competition and recognise their interdependence. Cross-functional
teams and inter-organisational partners are able to collaborate over resource allocation and
achieve what neither of the parties would achieve individually (Bouncken et al., 2012; Park et
al., 2014; Reutzel et al., 2012).

In line with the existing literature on organisational trust, Mishra (1996) developed a model of
trust that specified competence, openness, concern and reliability as the dimensions of trust.
The data collected from interviews with 33 managers yielded support for these four

dimensions.

3322 Mi shrads four di mensions of trus

This section expoundsont he f our di mensions that are

organisational trust.

(@ Competence

Competence is seen as a dimension that exists between individuals as at an interpersonal
level, intra-or gani sationally as i n e mp lthe grgapisation dand
inter-organisationally as between an organisation and its suppliers and other partners
(Mishra, 1996). As a dimension of trust competence refers to the extent to which the other
party believes that the organisation will survive and deliver on its obligations because it
possesses the required expertise and ability at both the technical and the managerial levels
(Brahma & Chakraborty, 2009). Thus, it refers to the belief the one partner believes that the
partnering organisation is competent both to survive and do well in the market. The
competence dimension focuses on the positive beliefs or expectations that one organisation
hol ds about the partnering or thashcoreaned with thes
ability of the partnering organisation to perform according to expectations or the manner

pr omi sed (Pirson & Malhotr a, 2007; kenge¢n
(b) Openness

Openness refers to the extent to which one party allows the flow of information to the other
party in a relationship (Nielsen, 2011). Openness, as a dimension of trust in business

alliances, relates to the flow of information between the alliance partners. This may include

critical information, including information on issues such as access to markets or R&D.
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Openness reveals the extent to which the partners in an alliance are willing to share
information and, thus, to trust each other (Mishra, 1996; Nielsen, 2011; Zhang, 2011).

While openness is a desirable dimension of trust, Mishra (1996) cautioned that openness
beyond a certain level may impair and have deleterious consequences for trust rather than
enhancing it. Such openness may impinge on the other dimensions of trust. For example,
excessive openness with elaborate detail may involve revealing to someone the complete
truth about oSueh@&slisclosora may cefleetrextreme honesty but it may also
contemporaneously impinge adversely on the overall trust level by lowering the competency

dimension.

(c) Concern

As regards the dimension of concern trust may exist among individuals within the same
hierarchy and also across organisational hierarchies as in the case of the supervisor who is
trusted by subordinates because she cares more about the company. However, this does
not signify that the individual manager lacks self-interest. According to Mishra (1996), in the
lexicon of trust, concern implies that individual self-interests are balanced by interests in the
welfare of employees or alliance partners. Also referred to as the caring dimension, it is
regarded as t he b a l-irtemest$s with the fnteresta efbosherss €dririg
encompasses the confidence that something that the one party to the alliance holds in

esteem will be protected and not be harmed by the other party to the partnership.

The concern dimension of trust is similar to the notion of benevolence (Mayer et al., 1995).
Bothrefertot he trustor ds bel i ef t h/BetandHashis/oar interest
at heart (Boersma, 2003; Gill et al., 2005; Mayer et al., 1995; Mishra, 1996; Schoorman et
al., 2007).

(d) The reliability dimension

Trust in terms of reliability is explain
words and actions. Trust refers to the extent to which one party to the relationship believes
the other party is both consistent and dependable. Trust in terms of reliability is discernible
among individuals, within organisations in terms of subordinates trusting management and
across organisations as in the case of a business alliance. Past experience with the other
party is of crucial significance in evaluating the reliability of a party to the relationship. In the

context of business alliances, the consistency dimension of trust refers to the expectations
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an organisation holds about a partner as based on the | atter &8 past
expectations are i nf or med by t he partner 6s past behavi
Consistency in business alliances means that the one party to the alliance shows consistent

behaviour so that the other party knows what to anticipate (Brahma & Chakraborty, 2009;

Parkhe, 1998). Consistency in doing business with the partner and the historical pattern of

doing business with other organisations both increase trust (Sklavounos & Hajidimitriou,

2011). Thus, in organisational settings, reliability may be conceptualised at the level of the

individual as in terms of the contact person or at the level of relationships with certain
organisations. Zhang (2011) found that the reliability of the contact person exerts a positive

influence on trust in business relationships.

The finding that prior experience with the alliance partner has a valuable effect on trust is in
line with existing literature on organisational trust (Connelly et al., 2012; Nielsen, 2011).
Similarly, the finding that the duration of the alliance has a positive effect on trust is
consistent with past research on inter-organisational trust (Schoorman, 2007). It has also
been argued that partners who have been involved in alliances for longer are assumed to
experience both a higher level of trust from their alliance partners and also lower transaction
costs related to uncertainty than those who have been in alliances for shorter periods
(Aalbers, 2010). It may be that Connelly et al. (2012) were correct when they stated that the
expectations that a focalorgani sati on hol ds about a partner ar
past behaviour. Bergh et al. (2011) opined that trust between alliance partners is

strengthened by positive exchange experiences.

Mishra (1996) proposed that trust be viewed as a combination of the four dimensions
discussed above. In other words the four dimensions are components of the overall trust
construct. According to Mishra (1996), the four dimensions combine multiplicatively in
shaping the overall degree to which the trustor trusts the trustee. This degree of trust is
enhanced by the presence of trust along the various dimensions. In addition, low levels of
trust along any of the dimensions counteract high levels of trust in terms of the other
dimensions. For example, a manager who embodies trust in the perception of his/her
subordinates would be expected to be competent in executing his/her duties, open in his/her
communication with subordinates, concerned with the welfare of the subordinates and
consistent in allocating resources. If a manager is high in the first three dimensions but
employees have observed nepotism, cronyism or other forms of favouritismint he manager 6 s

behaviour, they may be expected to have a low level of trust in the said manager.
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Mi shraés (1996) natianloft thedconweptno$ irust risaapplicable to different

referents and levels of analysis. Trust may be investigated between individuals, within
groups, in organisations and across organisati ot
model is illustrated by the host of studies that have adopted and adapted the model (e.g.

Mansor & Mirahsani, 2012).

In short, it may be stated that the concept of organisational trust has been well researched.
Researchers on organisational trust have investigated the utility of the construct and
developed models that seek to explain the concept. Two of the most influential models were
discussed above. These two models were developed simultaneously but independently.
The two models continue to attract the interest of many researchers on organisational trust.
It may be concluded that trust is essential in the establishment and sustaining of
relationships. Trust represents an attitude or belief of the trustor about the characteristics of
the trustee. The fact that trust is linked to the trustor precludes the notion of mutuality. It is
the trustor who renders him/herself vulnerable to the actions of the trustee. Rendering
oneself vulnerable implies that the trustor has something of importance to be lost. The
notion of trust has been shown to be crucial in relationships between individuals, employees,
superiori subordinate and even across organisational boundaries between current and
erstwhile business competitors. However, trust in the context of business alliances,
especially between business competitors, may be difficult both to contemplate and to
cultivate as a host of other factors are likely to affect the trust in business alliances.
However, it is essential to first understand how the existing literature conceptualises the

evolution of trust in business alliances.

3.3.3 Evolution of trust in alliances

The following discussion focuses on the notion of alliance evolution. This evolution has often

been given prominence in the development of organisational trust.

3.3.3.1 Pre-alliance formation

Trust in pre-alliance formation is viewed as encompassing the process of partner selection
(Sklavounos & Hajidimitrio u 2011) . | n view, eelestiegra @®od farinér 1s thg
first and critical step in the process of alliance forming and involves a series of choices and
decisions. The process of partner selection appears to be extremely complex as is illustrated
by the diverse points of view relating to the criteria for selecting a partner. For example,

Lavie et al. (2011) regarded resource complementarity and knowledge characteristics as
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important in partner selection while Das and Teng (2003) viewed a match in terms of goals

and strategies as important criteria for partner selection.

The parties first amass as much information as possible about each other. The minimum
degree of trust or the first impressions that exist in an alliance are viewed as a major
determinant of the level and quality of the cooperation that will develop between the parties
(Nielsen, 2011). This stage is similar to the anticipation stage that involves envisioning the
possibilities, ideas and dreams of the alliance (Spekman et al., 1998). It is essential that
managers articulate the strategic objectives of the alliance and formulate the requisite
criteria for a potential partner. Kanter (1994) equated alliances to romances and observed
that the foundations of both are built on hopes and dreams. The nature of the interaction at
the early stage of the alliance and the motive for the alliance both determine the type of trust
that characterises the alliance at this stage (Nielsen, 2011). The good or bad experiences
that managers undergo through the interaction with their partners determine the type of trust

that develops between the two parties.

3.3.3.2 Implementation phase

The implementation phase follows partner selection and is characterised by the partners
signing the contracts and then implementing both the formal and informal controls and the
monitoring measures. The initial interaction and type of trust characteristic of the pre-alliance
phase determine the type of trust prevalent in and the governance mode of the alliance
(Nielsen, 2011). For example, the presence of trust between the partners implies that the
administrative and monitoring measures may not be elaborate (Gulati, 1995). If the risk of
opportunism on the part of a partner who wants to learn or access information is high, a
partner to the alliance may implement both formal and informal procedures and measures
that may reduce the transfer of knowledge or learning (Das & Teng, 2000). Nielsen (2011)
stated that, under such conditions, calculative and deterrence trust manifest in specific, pre-
defined knowledge only being transferred or made accessible. The conditions which evolve
may impact on the decisions about the controls that the partners may want to implement. For
example, higher levels of trust minimise the use of and reliance on controls in a partnership.
On the other hand, extensive use of formal controls may inhibit the development of trust
(Inkpen & Currall, 2004).

Thus, trust and controls as articulated in contracts may co-exist with both being significant
ways of minimising and managing risk (Malhotra & Lumineau, 2011). As it has been

emphasised, the two mechanisms are not mutually exclusive. When risk is high and trust is
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low in an alliance relationship, the formal controls may bridge the difference by decreasing
the perceived risk to a lower level so that the level of trust may address the perceived risk
(Schoorman et al., 2007).

The implementation phase is similar to the engaging, valuing, co-ordinating and investing
phases as proposed by Spekman et al. (1998). During the engaging phase, dreams are
converted into reality as the parties address their mutual expectations. The valuing phase
involves the negotiation of terms and conditions, the assessment of the relative contribution
of the assets and the determination of the resultant benefits. This stage is also referred to as
the commitment stage as the perceived economic self-interest of the party as regards the
venture is the main source of trust (Boersma et al., 2003).The integration of the business
activities of the alliance occurs during the co-ordinating phase. Co-ordination seeks to
ensure that the anticipated leverages are realised while the vision is translated into a reality
as the assets are dedicated in a practical way to the activities of the alliance during the
implementation phase (Boersma et al., 2003; Mohr, Garnsey, & Theyel, 2013).

Social bonds become influential during the implementation phase because people are forced
to listen to each other more when things do not go according to plan and communicate

openly and honestly and work in order to reach consensus (Boersma et al., 2003).

3.3.3.3 Evaluation phase

The evaluation phase entails the evaluation of the functioning and outcomes of the alliance.
In the event of incongruity in terms of the goals and strategies of the partnership, re-
alignments are made. Such adjustments enable maodification in the perceptions of trust of the
parties. This phase resonates with stabilising as proposed by Spekman et al. (1998).
Stabilising involves the actual management and refining of the alliance to keep it on track.

Alliance performance is measured in tangible terms.

Research has revealed that post alliance formation dynamics necessitate the flexibility and
adaptation which are viewed as pivotal aspects of collaborative strategy (Reuer, Zollo, &
Singh, 2002). During the post alliance formation stage, alterations in alliance contracts as
well as changes in boards and supervisory committees and monitoring mechanisms have
been reported (Reuer et al., 2002). Flexibility is an essential attribute that the partners
should possess as it enables adaptation when circumstances change. However, the hazards

of unlimited flexibility include opportunistic behaviour on the part of partners (Parkhe, 1998).
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Table 3.2: Evolution of alliances and organisational trust

Phase Description of trust related activity

Pre-alliance An alliance partner is selected based on the information available to
the trustor (which may refertot he trusteeds abi
combination of factors), previous history or first impressions.

Implementation The partners sign contracts and implement both formal and informal
controls and monitoring measures, depending on the initial interaction
and type of trust which characterised the pre-alliance phase. For
example, if a higher degree of trust exists between the partners the
administrative and monitoring measures instituted may not be
elaborate (Gulati, 1995) although, if the risk of opportunism is high,
formal and informal procedures and measures may be implemented
in order to minimise such risk.

Evaluation The partners observe whether there are incongruities that necessitate
refining and adjustments in order to keep the alliance on track. For
example, alterations in contracts or changes in monitoring

mechanisms or committees may be effected.

The preceding discussion on the three phases clearly suggests that the perceptions of trust
co-evolve with the business alliance. However, the initial trust has been shown to be crucial
in respect of subsequent interactions (Stokes et al.,, 2010). Camén et al. (2011) have
demonstrated that, in certain settings, it is imperative to put in place formal contracts should
it be impossible to anticipate trust in advance. In all such settings, where trust is seen as co-
evolving with the alliance, where initial trust is perceived as crucial or where it is not possible
to anticipate trust in advance, and throughout the phases of the alliance, the relationship
between trust and the other alliance processes is viewed as multi-directional (Nielsen, 2011).
In other words, it is viewed as both a cause and effect of partner selection, contract
negotiation, control and monitoring and knowledge sharing (Camén et al., 2011; Nielsen,
2011).

Research has not been consistent on the question of whether trust in alliances co-evolves
with the relationship. It is possible to infer from the mixed empirical evidence that this
guestion is more convoluted than it may originally have seemed (Ekici, 2013). It may be that
the nature of the inter-organisational relationship has a vital role to play in answering the
guestion regarding the co-evolution of trust with the alliance relationship. Alliances have
been broadly classified on the basis of the purpose of and the parties to the alliance. The

purpose of an alliance refers to whether the alliance was established in order to fulfil a
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strategic or operational role while alliance parties may be in an alliance with either
competitors or non-competitors (Bengtsson & Kock, 2014). Clarke-Hill, Robinson and Bailey
(1998) refer to a hierarchy of alliance types based on the degree of commitment and
infrastructure linkages between the alliance partners. This includes loose affiliations, national
buying clubs, co-marketing agreements, international alliances with central secretariats,
equity participating alliances, joint ventures, partial acquisition and equity participation and
controlling interest or full merger with the retained identity of subsidiary (Clarke-Hill et al.,
1998; Gomes et al., 2014).

Pucik (1988) classifies partnerships in terms of those that seek to acquire visible resources
and those that seek to acquire or access invisible assets. Visible resource leveraging may
include acquiring or accessing resources such as land, money, patents, equipment, etc.
These assets are visible, explicit and easy to quantify. On the other hand, invisible assets
refer to competencies that cannot be readily assessed and which are difficult to quantify.
They include management and organisational skills, technological capability and knowledge

of the market. In other words, invisible resources are embedded in people.

As regards the premiset hat trust in an alliance evolves wi!/
study has shown the complexity of such an argument. The results of Ekici (2013) highlighted
the centrality of the type of alliance and the role of the alliance partner. In the relationship
between exchange partners, suppliers and buyers were asked whether they thought that
trust differed between long-term and newer suppliers or buyers. In the case of the suppliers
trust differed between short-term and long-term partnerships as was revealed by the higher
levels of trust with longer-term buyers compared to those with shorter-term buyers (EKici,
2013). It is possible that trust in the newer buyers may still have been evolving. However, for
the buyers, trust did not differ along the lines of the long or short-term suppliers. In the view
of Ekici (2013), a plausible explanation for this difference may be located in their varying
notions of trust. For example, the level of trust between partnering organisations or supplier
and buyer has little to do with the intention to remain in the relationship. Thus, although trust
may either increase or decrease, it may not be related to relationship intentions (EKici,
2013). In addition,| ower | evel s of trust affect an organi ¢
while higher levels of trust beyond a certain threshold do not appear to have an effect on

such decisions (Jiang et al., 2013).

Research into the nature and role of organisational trust in inter-organisational relations has
revealed that trust enables organisations to create leverages by pooling their resources

(Bachmann & Inkpen, 2011) and facilitates coordination and co-operation between people
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(Paliszkiewicz & Koohang, 2013). In addition, high trust relations lead to high alliance
performance (Sousa-Lima et al., 2013; Stanley & McDowell, 2013). The following section

elucidates the crucial role of organisational trust in business alliances.

Before discussing the existing research on organisational trust, it is essential to recapitulate
in order to amplify those aspects of the discussion that are central to this study. The
intention is, however, not to repeat what has already been presented. The models
propounded by Mayer et al. (1995) and Mishra (1996) are distinct but also similar in some
respects and have been widely espoused in organisational research. According to the

model proposed by Mayer et al. (1995), trust is, to a large extent,d et er mi ned by t he t

propensity to trust as well as his/h e r perceptions of the trusteed

trust osaofsthevireewt eeds trustworthinessns damlityepi t omi

benevolence and integrity. On the other hand, Mishra (1996) conceptualises trust as
determined primarily by the four components or dimensions which he believed encapsulated
the content domain of the literature on trust, namely, competence, openness, caring and
reliability. The similarities between the two models are presented in table 3.3. In the table
the model proposed by Mayer et al. (1995) is used to highlight the similarities between the
two models. In brief, one may contend that the differences are merely matters of
terminology or expressions. For example, Mayer et al. (1995) referred to ability and
benevolence which are similar to Mishraos
both models trust, as a concept, is anchored in the notions of vulnerability, expectations and
beliefs. However, t he model proposed by
propensity or tendency to trust may influence the formation of trust, especially during the
initial stage of the relationship. The model of Mayer et al . (1995)

characteristics play a vital role in the formation of trust. Thus, it may be said that, in this
way, the model of Mayer et al. (1995) is more convincing than that of Mishra (1996). As a
result, the model proposed by Mayer et al. (1995) is more relevant to the purposes of this
study. In addition, the integrated theoretical model proposed in this study bears a
resemblance to the model proposed by Mayer et al. (1995). The latter model is also
favoured because, in their follow up work, Mayer and his colleagues (Mayer et al., 1995)
noted the deficiencies of their integrative model of organisational trust (Schoorman et al.,
2007) and identified previously overlooked emotions and factors such as culture and context

as worthy of consideration in the study of organisational trust.
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Table 3.3: Comparison between the models

Author Vulnerability Expectations Beliefs Propensity Ability Benevolence Integrity
to trust
Mayer et al. Yes Yes Yes Yes Ability Benevolence Integrity
(1995)
Mishra Yes Yes Yes No Competence Concern Openness
(1996) and
reliability

3.3.4 Research on organisational trust

To recapitulate, the existing research on trust models discussed up to this point represents
only a minute, but meaningful, exposé of the vast theory of and corpus of knowledge on
organisational trust. The depictions and labels used to describe the construct of trust and
other attendant constructs may vary but, as shown above, they tend to convey analogous
meanings. For example, some researchers in the literature refer to goodwill trust which is
analogous to the concern dimension of trust of Mishra (1996) and the benevolence
dimension of trust in the case of Mayer et al. (1995). It has already been stated that concern
implies that individual self-interests are balanced by interests in the welfare of others
(Mishra, 1996).

There are also similarities in the concept of competence. In the view of Mishra (1996),
competence refers to the extent to which one party believes that the partnering organisation
will survive and deliver on its obligations because the partnering organisation possesses the
required expertise and ability at both the technical and the managerial levels (Brahma &
Chakraborty, 2 0 0 92011k @ompetemce ig&asdb@ased with the construct of
the trusteeds ability in the integrative
Perceived ability has been described as t

the specific task to be performed.

The preceding discussion on research on trust is significant as it identified the connections
between the various constructs which have been used by different researchers in different
models, especially in the literature in business alliances. The discussion is, therefore,
significant as it pinpoints and illuminates analogous constructs that may be used
interchangeably in the subsequent discussions. It must be noted that the preceding

discussion on trust models is not exhaustive.
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A considerable body of research based on or deriving from the models proposed by Mayer
et al. (1995) and Mishra (1996) has been reported. The body of knowledge on trust is varied
and includes studies that conceptually borrow from Mayer et al. (1995) and Mishra (1996) as
well as those that studied the trust construct vis-a-vis organisational outcomes such as
performance (Christoffersen, 2013; Silva et al., 2012; Stanley & McDowell, 2013).

The risks associated with alliances have been highlighted by, among others, Gill et al.
(2005); Ikpen and Currall (2004) and Lumineau et al. (2011). It has already been argued, in
line with the model proposed by Mayer et al. (1995), that vulnerability reveals that the focal
organisation has something of importance to be lost. In other words, there is risk. However,
one Adoes not need to risk anything in order to
to engage in trusting act i on,GtméayNea nestated that trust | . 19
leads to risk-taking in a relationship but that the level of trust determines the degree of risk
the focal organisation is willing to take. Thus,the gr eater the buyerds goc
seller the higheakitme tharyecemmsy r( ks&nThe literatdre Wast i ,
review has revealed that the risk emanating from uncertainty may be excessive when a
trusting action is engaged in, for example, forming and managing an alliance (McCarter et
al., 2011; Mohr & Puck, 2013; Silva et al., 2012). Trust would become superfluous if it were

possible actions were to be taken with absolute certainty and there were no risks involved.

The preceding discussion alluded to the notion of risk that inter-organisational relationships
such as alliances inadvertently foster. However, the literature review on alliances and
knowledge management distinguish between public and private knowledge with the former
being non-exclusive and the latter being exclusive to the focal organisation (Matusik & Hill,
1998). The phenomenon of risk necessitates the crafting of governance mechanisms such
as elaborate contracts. Such contracts often anticipate and restrict opportunism so that the
interests of the alliance are protected fromapar t ner 6 s oppor tlumineaun ( Mal h
2011). However, contracts also provide a significant framework within which co-operation
between the partners may proceed (Camén et al., 2011; Gulati, 1995). Generally, formal
mechanisms and procedures such as contracts are significant as they regulate the

relationship between the parties to an alliance.

However, research has also highlighted the inadequacy of formal contracts in wholly
regulating behaviour in organisations (Aalbers, 2010; Botha & Moalusi, 2010). Malhotra and
Lumineau (2011) noted how contracts may, simultaneously, have both favourable and
adverse effects. Jiang et al. (2013) viewed both trust and contracts as significant governance

mechanisms that may assist in reducing opportunistic behaviours such as knowledge
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leakage and appropriation. In the case of knowledge leakage, Jiang et al. (2013) found no
evidence to support the hypothesis that formal contracts were negatively associated with the
likelihood of knowledge leakage. Yang et al. (2011) noted that, in weak dyad relationships,
both formal control and trust reduce opportunism. In addition, in relationships characterised
by strong ties, relationship trust significantly reduced opportunism although formal control did
not significantly reduce opportunism (Yang et al., 2011). The issues of trust and contracts,
as well as that of knowledge appropriation, are dealt with in detail later in this chapter.

When forming business alliances, organisations may have both collaborative and
competitive motives. However, as Jiang et al. (2013) noted, good partners are transparent

and manifest stronger collaborative intent compared to their less acceptable counterparts.
Nevertheless, the risk of either intentional or unintentional leakages, as when the partner
appropriates the focal organisaton 6 s pri vat e knowl ed dgahtdhraduce been
and to erode the trust in business alliances (Jiang et al. 2013).

Trust involves willingness to take risk (Mayer et al., 1995). The integrative model of Mayer
et al. (1995) also proposed risk taking in relationship (RTR) as the outcome of trust or
behaviour that trust may predict. The integrative model asserted that trust cultivates risk
taking while the study by Colquitt et al. (2007) revealed a moderately strong relationship
between trust and risk taking. One of the crucial facets of the integrative model of
organisational trust is that trust may transcend the expectations that trustworthiness may

inspire by simultaneously invoking the construct of propensity to trust (Mayer et al., 1995).

3.3.4.1 Antecedents of trust

This section focuses on the research on the construct of trustworthiness and the
antecedents of trust in business alliances. The section begins by re-stating the elements of
trustworthiness and briefly reiterating its relationship with both trust and propensity to trust.
Briefly, trustworthiness is characterised by three antecedents, namely, ability, benevolence
and integrity (Mayer et al., 1995) or, in the view of Mishra (1996), the dimensions of
competence, openness, concern and reliability. However, irrespective of the labels these
antecedents/dimensions may assume in various models, they remain a vital aspect of most
organisational trust theories and models (Boersma et al., 2003; Mayer et al., 1995; Mishra,
1996; Schoorman et al., 2007). As existing literature revealed willingness to be vulnerable is
partly the result of the trustoroés perceptions
Rothman, 2015; Levin et al., 2006).
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Perceived ability was earl i er explained as the trustorbés
the specific task to be performed, perceived b
trustee is caring and will not work againstt h e t rintesest® and gerceived integrity as

the trustords belief that the trustee is committ
was also made between trust and propensity to trust. Propensity to trust was referred to as

the stable component or individual difference that influences the likelihood that the trustor

will trust. Accordingly, Mayer et al. (1995) posited that willingness to trust is influenced by

both trustworthiness and the trustor's propensity to trust. As Kramer (1999, p. 576)

observed, individualsdjudgements ab o u t othersdéd trustworthiness ar
theiraprioriex pect ati ons about othersdé behaviour. Seco
change in response to the extent to which subsequent experience either validate or discredit

t hemo.

Gill et al. (2005) tested the influence of disposition to trust on intention to trust. Their study

revealed thatthepar ti ci pant sd di s posi theirdnentibnoto ttust onfyt cor r
when the information regarding the ability, benevolence and integrity about the trustees was

ambiguous. There was no correlation when the information was clear. Most of the existing

research on organisational trust has repeatedly highlighted the notion that trustworthiness is

associated with high trust (Dowell et al., 2013; Heyns & Rothman, 2015). However, there

appears to have been little light shed on the complexity of the intricacy of the interplay

between propensity to trust, trustworthiness and intention to trust (Gill et al., 2005; Heyns &

Rothman, 2015).

Aspreviously stated, Tan and duwonypes of(tradh d,) stud
namely, trust in co-workers and trust in organisations. As already explained, trust in
organisations refers to the willingness of employees to be vulnerable to the behaviour or
actions of the organisation. In their view, trust in co-workers influences trust in the
organisation. The social environment in which employees operate provides cues that the
employees may use to model their attitudes and behaviour. The roles of the antecedents,
termed factors of trustworthiness by Mayer et al. (1995) and referred to earlier, are vital as
they tend to influence e mpther geeworkdls. Reeaptorsmt | ons ¢

similarities with co-workers may influence the attitudes and behaviours of co-workers.

In this regard, the central role of the communication becomes obvious (Mansor & Mirahsani,
2012). As revealed by Paliszkiewicz and Koohang (2013), organisational trust may be
adversely affected if work responsibilities are not clearly communicated to employees. Either

at lack of or the presence of ambiguous information communicated by the formal
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organisation may result in employees relying on the social environment in order to derive
interpretations. Hence, influence occurs because employees who regard their co-workers as
trustworthy model their behaviour and actions on such co-workers. The perceptions of the
trusted co-workers as to whether organisational actions are beneficial or detrimental are

influential because they impact on perceptions of trust in the organisation (Tan & Lim, 2009).

Tan and Lim (2009) further postulated that trust in organisations is a mediator of relations
between trust in co-workers and organisational commitment and performance. The presence
of trust in co-workers affects organisational outcomes through trust at the organisational
level. However, this is not to imply that there is a direct positive relationship between trust in
co-workers and organisational commitment but rather that the positive relationship between
trust in co-workers and organisational commitment is mediated by trust in the organisation.
Similarly, because organisational performance is an organisational-level attitude, the positive
relation between trust in co-workers and organisational performance is mediated by trust in

the organisation.

Regarding the antecedents of trust, the Tan and Lim (2009) revealed that benevolence and
integrity were significantly and positively related to trust in co-workers. A lack of research
support for the antecedent of ability suggested that the ability of co-workers was not related
to trust in co-workers. A conceivable explanation for this latter finding may be found in the
Chinese culture which emphasises traditional values such as benevolence and other ethical
conducts while the nature of the job of, for example, an insurance agent may not involve
ability as an important factor in establishing trust in colleagues. Tan and Lim (2009) also
revealed that trust in co-workers is significantly related to trust in organisations. Trust in
organisations significantly mediated the relation between trust in co-workers and
organisational commitment and between trust in co-workers and performance (Tan & Lim,
2009). The significance of culture was highlighted by Zur et al. (2012) who found that
perceived culture distance was negatively and significantly related to cognitive trust.

However, perceived culture distance was not significantly related to affective trust.

A significant inference that may be made from Tan and Lim (2009) is the fundamental ways
in which culture may affect trust through either the antecedents of trust or the elements of
trustworthiness and propensity to trust. Influential cultural values may illuminate the
understanding of the findings by Tan and Lim (2009). It has become an accepted fact that
people live in societies and operate within cultures (Asante, 1992). Cross-cultural studies
have provided broad generalisations with regard to the cultural orientations of different

societies (Das & Kumar, 2011; Hofstede et al., 2010). When examined vis-a-vis the
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phenomenon of culture, trust may vary with either the individual beliefs or common beliefs
among a group of people with these beliefs being rooted in the culture of the individual or
group (Fadol & Sandhu, 2013).

An interesting study was conducted by Levin et al. (2006). Citing previous literature Levin
and his colleagues hypothesised that benevolence trust may be built on three different
bases. Firstly, people make inferences based on prototypes. Prototypes refer to cognitive
representations and other defining characteristics including the feelings, attitudes and beliefs
of a group and distinguish the group in question from other groups. People are, therefore,
attracted to a group by the impersonal prototypical attributes associated with the group. The
ensuing trust may then become depersonalised as it will be based on some category of

membership such as race or national origin.

Secondly, the process of interaction andthei nt er pr et ati on oourieseenh ot her
as a basis for trust. I n interpreting eaeh othe
organisations form alliances for a variety of reasons, research has also revealed that
reciprocity motives have a significantly direct effect on trust. Partners were found to be more

trusting when they perceived reciprocity motives (Nicolaou et al., 2011).

Thirdly, people trust each other because they share perspectives. During the process of
interaction, people observe the behaviour of others. The extent to which they share
perspectives with other individuals forms the basis of the trust expectations. However, the
length of the relationship may also shape the relative importance of the three bases of trust
(Levin., et al., 2006). Levin et al. (2006) posited that, in new relationships, people rely on the
demographic information of others as they assume that they share the same perspectives.
As the length of the relationship grows the trustor begins to process the observed behaviour
which may either support or disconfirm the inferences drawn from the group prototypes.
Prototypical demographic information ceases to be emphasised as behavioural information
takes precedence. Lastly, as the relationship length continues to grow behavioural
information about others increases and becomes organised into individualised schema
which are associated with a shared perspective. This shared perspective becomes

associated with trust rather than specific behaviours (Levin et al., 2006).
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The study conducted by Levin and his colleagues (Levin et al., 2006) revealed that
relationship length moderated the positive association between demographic similarity, for
example, same gender, and level of trust i the newer the relationship the stronger the
reported association. However, same age as a demographic similarity was not supported by
the study findings (Levin et al., 2006).

Relationship length also moderated the positive association between trustworthy behaviours
and level of trust. The association was found to be stronger for intermediate relationships
and weaker for newer and older relationships (Levin et al., 2006). The relationship length
also moderated the positive association between shared perspective and level of trust i the
older the relationship the stronger the association (Levin et al., 2006). The overall results of
Levin and his team (Levin et al., 2006) revealed that relationship length did not have a direct
association with a trustordés trust in the

Colquitt et al. (2007) conjectured about the unique impact of each of the three antecedents
on levels of trust. Citing the question as of whether ability or character is sufficient for
fostering trust, they surmised that there are sound theoretical reasons to expect a unique
relationship between these two traits and trust. Ability may be related to what is generally
referred taoas ctompofmean of trustworthines
knowledge required to enable the trustee to act appropriately. According to Mansor and
Mirashani (2012), the decision of employees to stay with the organisation and engage with

their work is also determined bythee mp|l oyees dé perceptions of

their managers make. Character,on t he ot her hand, -doemc apsnploantend

trustworthiness as it describes whether the trustee will choose to utilise his/her skills to serve

in the interests of the trustor in the best possible way.

Colquitt et al. (2007) supported the importance of all three dimensions of trustworthiness and
found that the three antecedents of trust or components of trustworthiness, namely, ability,
benevolence and integrity, had unique, significant relationships with trust. Elucidating this
finding, Colquitt et al. (2007) attributed these positive relationships to the argument that the
trustworthiness dimensions reflected both the cognitive-based and the affective-based
sources of trust. Cognitive, also known as rational, trust is associated with beliefs about
ability, dependability and competence while affective trust is grounded on reciprocal feelings,
care and concern (Das & Teng, 1998). The dimension of reliability refers to the extent to
which the focal organisation believes the other party is consistent while competence refers to
trustords belief that t he as$nquist @ansdn&Graystne
2005; Webber, 2008).
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Cognitive and affective trust have been found to be highly correlated but also distinguishable
and with unique antecedents (Johnson & Grayson, 2005). It may be contended that that
ability manifesting as skills and capabilities together with integrity in the form of values and
principles may be supplemented by benevolence which will manifest as an affective
acknowledgement of the mutual concern inherent in the relationship (Johnson & Grayson,
2005). The role of the length of the relationship between the partners has been shown to
impact on trust in more complex ways (Levin et al., 2006). For example, judgements of
ability and integrity are quick to form in the course of the relationship as compared to
affective trust (Schoorman et al., 2007).

Colquitt et al. (2007) also concluded that there were strong relationships between trust and
the three facets of job performance as individuals willing to trust others were inclined to
engage in better task performance, they performed more citizenship behaviours and
committed fewer counterproductive behaviours compared to those less willing to trust others.
This finding supports the view that trust is an essential component of both effective working

relationships and organisational performance.

3.3.4.2 Propensity to trust

Gill et al. (2005) also tested the correlation between propensity to trust and intention to trust.

They found that overall propensity to trust did not correlate with intention to trust under
conditions of both high and low trustworthiness information. In addition, the correlation
between intention to trust and propensity to trust was not significant when the co-wor ker s 6
ability, benevolence and integrity were high while, when the cowor ker 6s trust wor i
components were low, the correlation was likewise not statistically significant. However, Gill

et al. (2005) provided a plausible explanation for the preceding results that revealed lack of

statistical support for the correlations. In their view, the explanation lay in the fact that, in

both high and low trustworthiness information conditions, the circumstances represented

strong situations. Strong situations exist when the setting overwhelmingly indicates the
trustworthiness of the trustee. Consequently, the role of propensity to trust may be limited by

strong situations. This finding is in line with the assertion of May e r et al 6. (19¢
propensity to trust is vital and consequential in situations in which there is either ambiguous

or inadequate trustworthiness information about the trustee.

Gill et al. (2005) replicated their study on propensity to trust and intention to trust. They
found that propensity to trust and intention to trust were correlated when the trustworthiness

information about co-workers was ambiguous. However, propensity to trust and intention to

129



trust were not significantly correlated in both high and low trust conditions. In addition, the
relationship between trust propensity and risk taking and job performance were also partially
mediated by trust (Colquitt et al., 2007).

Colquitt et al. (2007) concluded that (a) the significance of trustworthiness and propensity to
trust transcends their trust fostering role and (b) that the three components of
trustworthiness were not just significant predictors of trust but also of affective commitment.
Regarding (a) above, this was informed by the observation that both the components of
trustworthiness and propensity to trust demonstrated significant, unique relationships with
behavioural outcomes even when trust was considered simultaneously. They cited as
evidence the incremental effects of integrity on risk taking, benevolence on
counterproductive behaviour, ability on both risk taking and citizenship behaviour and
propensity to trust on both citizenship behaviour and counterproductive behaviour.
Regarding (b) the results revealed that affective commitment significantly predicted both
citizenship behaviour and counterproductive behaviour when controlling for trust. Thus,
trustworthiness had a dual role in predicting behaviours through the mechanisms of trust and

affective commitment (Colquitt et al., 2007).

Mi shraés (1996) maddtkelstudy and, ahuss apsuccirect recapautation is in
order. Mishradef i ned trust as one partyds willingness t
on the belief that the latter party is 1) competent, 2) open, 3) concerned, and 4) reliable. As
explained earlier in the chapter, this definition is anchored by the notions of vulnerability and
expectation. Vulnerability or willingness to take risk is predicated on the four dimensions

which were specified as competent, openness, concerned and reliable.

3.3.4.3 Trust dimensions

In terms of the model proposedby Mayer et al . (1995) benevol ence
the trustee cares about him/her and will not harm his/her interests. On the other hand,
Mi shradés (199 6concecnomptied that individualosélf-interests are balanced by
interests in the welfare of employees or others and, thus, concern involves the balancing of

0 n e 0 sintesests Viith the interests of others.

The significance of goodwill trust has already been reported. Goodwill trust has been
associated with lower transactonc ost s i n exchange relationships
Goodwill trust is high if a party to an alliance believes that the other party is acting or

negotiating and behaving fairly even if the possibility for opportunism exists. Goodwill trust
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tends to exist if each party to the alliance believes that the other party is negotiating or
behaving in goodwill and will not act opportunistically to exploit the vulnerabilities of the other
even when the opportunity exists. Goodwill trust is often associated with lower transaction
costs because the parties to the alliance spend less resources and time finding alternative
exchange partners and monitoring such partners for opportunism. It is interesting to note that
the study by k eng¢n and MWWeastcondugte?l hlthe service sector. Unlike the
manufacturing sectors, the service sectors do not have huge investments assets with the

concomitant high transaction costs implications.

It has been stated that the need for organisations either to remain competitive or to achieve
competitiveness heralded collaboration and co-operation, even among erstwhile
competitors. Gonzalez (2001) referred to alliances as the right way in which to compete in
the 21% century. In the case of alliances, organisations are able to create leverages by
pooling their resources if they manage to create trust (Bachmann & Inkpen, 2011;
Paliszkiewicz & Koohang, 2013). Trust at the inter-organisational level increases cooperation
between firms and their business partners (Stanley & McDowell, 2013). Such co-operation
becomes possible because the partners perceive that the other party will not perform actions
that are detrimental to their interests. k eng¢n and Wasti (, theDgtedtdr the
buyer s g o o dweéllérlthe higher the co-bperatiobrhirethe exchange relationship.

However, excessive or unwarranted trust in an untested partner may expose the focal
organisation to possible losses that may include organisational secrets (Parkhe, 1998). It
has been reported that an organisationds

likelihood of knowledge leakage to partners. Both too high and too low goodwill trust have
been reported to result in a higher risk for knowledge leakage while moderate levels of trust
have been associated with a reduction in the likelihood of leakages. Accordingly, the effect
of goodwill trust on knowledge leakage may be seen as U-shaped (Jiang et al., 2013). The
weaknesses of too little trust have also been observed and the need for the calibration of the
level of trust advocated (Parkhe, 1998). Some studies reported an increase in the control
provisions in a formal contract being accompanied by a decrease in goodwill-based trust
(Malhotra & Lumineau, 2011). However, Jiang et al. (2013) found that goodwill trust and
formal contracts have a positive interactive effect on the likelihood of knowledge leakage.
This may suggest that goodwill trust and formal contracts may be viewed as both necessary

for protecting knowledge from leakage (Jiang et al., 2013).
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Nicolaou et al. (2011) argued that integrated system information that stretches across
organisational boundaries may be used for co-ordination and/or control. Similarly, contracts
between alliances may be used for the purposes of co-ordination and/or control (Malhotra &
Lumineau, 2011). For the purposes of co-ordination information may be used for planning
business activities that are of mutual benefit to the parties while, as a control mechanism,
information may be used for the purposes of verifying and evaluating the actions of the
partnering organisation such as the frequency and time the supply was delivered (Nicolaou,
2011).

Nicolaou and his colleagues (2011) found that integrated system information had a
significant positive effect on information co-ordination use while information co-ordination
use had a significant positive effect on trust. As regards control, their study found that
integrated system information had a significant positive effect on information control use
while information control use had a significant negative effect on trust. Nicolaou et al. (2011)
inferred that both co-ordination (positive mediation) and control (negative mediation) uses of

information mediated the relation between integrated system information and trust.

It has been found that partners in an alliance tended to rely less on integrated system
information for both co-ordination and control after repeated alliances with the same partner
(Nicolaou et al., 2011). Prior alliance co-operation between two organisations is said to be
vital for their subsequent partnerships because of the enhanced trust. As a result of high
levels of trust, such alliances are less likely to be equity-based. As Gulati (1995) concluded,
familiarity between organisations through prior alliances breeds trust. Familiarity is viewed as
vital in alliances as it e n h adecreasss tle cogta oft ner 6 s

monitoring for opportunistic behaviour (Parkhe, 1998).

Repeated partnerships with the same organisation not only engender trust but have a major
influence on the form of the contracts that the partners use in subsequent alliances. Viewed
in this way, trust becomes a significant component of the control mechanisms that alliances
use (Gulati, 1995). However, the study conducted by Malhotra and Lumineau (2011)
revealed the intricacy of the contracts-trust relationship by expatiating on the effects of the
contract structure on trust. They found that, when the attributes of transaction, dispute and
relationship are controlled, the higher the number of control provisions in an inter-
organisational contract and the lower the level of goodwill-based trust. In addition, the higher
the number of co-ordination provisions in the contract between alliance partners the lower

the goodwill trust. This may show that inter-organisational alliances that rely overly on
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contracts as control mechanisms tend to leave little space for the development of trust,

specifically goodwill trust.

It is clear that the notion of trust also intimates that blind trust may result in the trustor being
prejudiced in some way. It may be inferred from the preceding findings that the focal
organi sat i on 0is thgpartner whodld be mimimised in order to curb knowledge
leakage. As a result, for the purposes of collaboration, organisations endeavour to select
partners that are highly competent (Jiang et al.,, 2013). While goodwill trust may not be
conducive to curbing knowledge leakage, it has been found to be significant in the
maintenance or continuance of alliance relationships. In fact, the higher the level of goodwill
trust the higher the willingness of the partnering organisations to stay in the relationship even
after a dispute (Malhotra & Lumineau, 2011).

Asregardsc ompet ence trust, the focal fhasbeénsoundompet el
to be negatively associated with the likelihood of knowledge leakage to partners (Jiang et al.,
2013). However, the curvilinear relationship between competence trust and knowledge
appropriation or leakage has not been established. It is, however, clear that competence
trust curtails knowledgéilremakatpel ibécaunseheheat i

triggers intense monitoring efforts in knowl edge

It has been found that competence trust and formal contracts have a negative interaction
effect on the likelihood of knowledge leakage (Jiang et al., 2013). This research, together
with other literature on formal contracts and trust, highlighted the significance of both these
instruments as governance mechanisms in business alliances. However, the findings of
Jiang et al. (2013), highlighted the complex nature of the interaction of formal contracts with
trust. Aalbers (2010) found that contracts and trust complement each other. Contracts were
regarded as significant in times of bankruptcy although trust was seen as the main catalyst
for co-operative relationships in high technology R&D alliances. In the study by Aalbers
(2010) the significance of trust was underlined by t he respondentso6 view
conditional to the signing of contracts. Aalbers (2010) maintained that both trust and
contracts are essential to safeguard the interests of the alliance and to guard against
opportunistic behaviour. Accordingly, the view that trust and contracts complement each
other is antithetical to the proposition that trust may serve as a substitute for contracts
(Aalbers, 2010). However, the arguments as to whether trust and formal contracts substitute
or complement each other are said to be contingent upon the types of trust. Goodwill trust
and formal contracts may substitute each other whilst competent trust and formal contracts

may complement each other (Jiang, et al., 2013).
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Research has also shown that the higher the level of control provisions in an inter-
organisational contract, the higher the subsequent levels of competence-based trust
between the parties (Malhotra & Lumineau, 2011). Similarly, it has been found that the
higher the number of co-ordination provisions in an alliance contract, the higher the
subsequent levels of competence-based trust between the parties. An inter-organisational
contract that contains a significant number of co-ordination provisions may require the
parties to specify their expectations and how these expectations will be met. As a result,
communication between the parties should ensue and this will strengthen the competence-
based trust. Contracts with tight provisions do not allow for much knowledge or resource
appropriation but they do force the parties to focus on their responsibilities. In addition, the
time spent drafting the control provisions may illuminate the expectations of the parties as
regards the alliance (Malhotra & Lumineau, 2011).

In view of the alliance partners level of involvement and related matters, prior equity ties
between alliances do not only preclude partners from behaving in an opportunistic way but is
reported to be a significant conduit for the exchange of information and, ultimately, the
establishment of knowledge-based trust between the partners (Gulati, 1995). This assertion
regarding knowledge-based trust emanates from the closer interaction that is presumed to

be a feature of equity alliances (Gulati, 1995).

It is asserted that the extensive use of formal controls in inter-organisational relationships
does not provide the contracting parties with much discretionary power as they will tend to
see each ot herese compllarece witb the formaascontract and not interpret it
as trustworthiness (Inkpen & Currall, 2004). In this way, formalisation may be viewed as

retarding the development of trust.

When the contract provisions are violated, the parties to the inter-organisational relationship
may choose to terminate the contract. However, it has been shown that the higher the level
of competence-based trust in an alliance relationship, the higher the willingness to continue
the relationship after a dispute had arisen (Malhotra & Lumineau, 2011). However, the
contr ol provisions in a contract have the

the relationship. Malhotra and Lumineau (2011) found that, the higher the number of control

ef f ect

provisions in a contract, the | ower the partner

dispute. Conversely, a higher number of co-ordination provisions in an alliance contract was
accompanied by greater willingness on the part of the parties to continue the relationship
after a dispute. Clearly, a higher number of control provisions in an alliance contract may

havedel et eri ous effects on the partiesd wil!/
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In the explanation of the organisational trust model proposed by Mayer et al. (1995) the role
of context was underlined. It was stated that contextual issues may impact on the situation,
for example, when the significance and influence of the three antecedents of trust vary with
the context because their impact is domain-specific or when the dynamics of the situation
within which the task is performed change. Connelly et al. (2012) stated that to argue that
trust is context-specific has implications for formal contracts between organisations. They
maintained that, when a focal organisation experiences consistent, reliable performance
from a trustee organisation, the focal organisation perceives in-context trust. In-context trust
suggests that a focal organisation has confidence that its partner will execute its obligations
in that specific context. As Inkpen and Currall (2004) observed, trust decreases the reliance
on costly contracts. According to Inkpen and Currall (2004), it is important in inter-
organisational and collaborative relationships to have an agreement which clearly defines
objectives as this will eliminate uncertainty and foster trust. In-context trust is contrasted with
out-of-context trust which refers tot he f oc al organi s atthedrnstes conf i
organisation will execute its obligations outside of the focal context. Connelly et al. (2012)
observed that in-context trust was negatively associated with contract specificity while out-of-
context trust was not associated with contract specificity. Accordingly, they construed in-
context trust to significantly reduce the use of contracts while out-of-contract trust did not
have a significant effect on contract specificity. Tan & Lim (2009) highlighted the significance

of cultural factors in the study of trust.

As regards the tendency to opportunistically acquire knowledge from the focal organisation,
the results discussed above have revealed that competence trust and goodwill trust have
divergent effects (Jiang et al.,, 2013). While t he f oc al firmds <competen
partnering organisation was negatively associated with the likelihood of knowledge leakage
to partners,t h e f o c gobdwill trust abdve a threshold level increased the likelihood of
knowledge leakage. Thus, trust in alliance partners as a governance mechanism for
knowledge protection may be either beneficial or detrimental, depending on the different

types and levels of trust (Jiang et al., 2013).

Sil va et al 6s. (2012) mo d el it dae rehaied vaduds, t he a
communication and opportunistic behaviour. As revealed in the discussion on the various
models of organisational trust, the antecedents of trust are a valuable component in the
theoretical framework of trust. The antecedent of shared values, as cited by Silva et al.
(2012), is analogous notion of integrity as cited by to Mayer et al. (1995). Integrity was
previously explained as the extent to which one party or the focal organisation perceives the

other party or trustee to adhere to the principles that the trustor finds acceptable. According
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to Mayer and Davis (1999, p.124),i nt egr ity fsubsumes regpbusesnl y

values that the employee sees as positive, but that the manager acts in a way that is
consistent with the espoused values. 0 Sil
viewed as essential for creating a bond between the partners and, simultaneously,
enhancing trust. Their study found that there was a positive relationship between the values
shared by the partners and the trust the one partner invested in on the other. Young-Ybarra
and Wieresma (1999) also found that shared values were a significant factor influencing

trust.

Aadne et al. (1995) referred to openness as the willingness of the partners to share
knowledge. Wathne, Roos, and Von Krogh (1995) distinguished between the transfer
context and the actual attitude of the partners involved. Collaborative partners may facilitate
the transfer of knowledge by, inter alia, the rotation of managers from the joint venture back
to the parent organisation, regular meetings between the joint venture and parent managers,
and joint venture plant visits and tours. However, partners may also restrict the transfer of
knowledge by restricting the collaborative agreement to a narrow range of products or
markets. According to Wathne, Roos, and Von Krogh (1995, p.61), i Openness
understood in terms of the overall perceived openness of dialogue, the degree to which the
partner representatives work closely together on a common task, and the degree to which

the partner representatives perceive that the others withhold (shield) their knowledge".

vV a

Opennessd et er mi nes t he par t n eas\elthepappropriate atraokphereo r

for learning. Access to laboratories, technologies and invisible assets may be hindered a by

lack of openness.

Trust is vital in cooperative relationships. Without trust the transfer of knowledge becomes
l'i mited. Trust in cooperative relationshi
knowledge transfer through its influence on perceived openness of the partner
representati ves oVolh Kiagh, h99% pp. 6R &%F). Srust i& closely linked with
shared decision making. Saxton (1997) maintained that close interaction is essential for the
partners to develop mutual forbearance. Mutual forbearance means that the parties to the
alliance agreement will refrain from opportunistic behaviour or cheating either by way of
failing to perform an act beneficial to the partnering organisation or by committing an act
damaging to the other party (Boersma et al., 2003). Organisations that refrain from behaving
opportunistically are said to forbear with mutual forbearance being seen as a distinguishing
feature of successful alliances (Inkpen & Currall, 2004). The successful upholding of an
agreement increases trust in alliances via the development of commitment and mutual

forbearance while a lack of performance leads to a reduction in trust (Boersma, 2003).
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The partner sb6 cl| o s sharédddcisionaaking signify: él haccommiineent to
and interest in outcomes which decrease the likelihood of opportunistic behaviour and (2)
t he l' i keli hood t hat a partner 6s opportunistic
interaction between and high participation of both partners have the effect of reducing
information asymmetry. In this way, a high level of mutual involvement may serve as both a
signalling and a monitoring mechanism by establishing and enhancing trust and

commitment.

Reverting to Mishraoés (19 9 dinensior af $rust inmousiness
alliances relates to the flow of information between the alliance partners. This may include

t he

critical information, including information on issues such as access to markets or R&D.
Openness reveals the extent to which the partners in an alliance are willing to share
information and, by that very fact, trust each other (Mishra, 1996; Nielsen, 2011; Zhang,
2011). Such openness is a manifestation of both trust as well as the confidence that the
vulnerabilities of each party to the alliance will not be exploited (Brahma & Chakraborty,
2009).

Openness tends to affect t h e partnerséo communi cati on wi t h
communication, in its various manifestations, may be a signal of information flow between

the partners. Tensions may develop in alliances and they may drive the partnership to self-

destruction even with the benefit of contracts (Malhotra & Lumineau, 2011). Silva et al.

(2012) reported a positive relationship between communication between partners and the

trust one partner placed in the other. Young-Ybarra and Wieresma (1999) observed
communication to be a significant factor influencing trust. In addition, the exchange of

information is a manifestation of reliance and may encourage the trustee to reciprocate

(Silva et al., 2012).

Silva et al.dés (2012) n o t,iinamany cefpects,phe eanvengenof st i ¢ b
the concepts of integrity and benevolence. Opportunistic behaviour is viewed as relating to

thet r u st e-mtérsest ancetheftendency to focus on own rather than joint interests, while

benevolence is defined as the extent to which the trustee wants to do good for the trustor

(Mayer et al ., 1995). The focal organi sationos
part of the trustee may result in lower levels of trust. The debilitating effect of opportunistic

behaviour on trust has also been reported by Silva et al. (2012) with a negative relationship

between the opportunistic behaviour which one partner perceived in the other and the trust

placed in the other being noted. Thus, opportunistic behaviour has a negative effect on trust.
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Research on the success of business partnerships has chronicled and conveyed the
significance of trust for alliance performance. Inter-organisational trust has been positively
associated with the sound performance of both family and non-family firms (Stanley &
McDowell, 2013). Silva et al. (2012) also found that trust impacted positively on
performance. Their study reported a positive relationship between the degree of trust the
focal organisation placed in the partner and the performance of the partnership. The finding
of a positive association between inter-organisational trust and firm performance may partly
be explained by the argument that organisations that endeavour to achieve common goals
tend to work more effectively and make significant cost reductions as no complex and costly
formal monitoring is necessary (Nielsen, 2011). Silva et al. (2012) also supported the
contention that trust has a strong positive effect on performance. Trust has also been shown
to be positively related to alliance performance (Krishnan et al., 2006).

Paliszkiewicz and Koohang (2013) provided support for the hypothesis that there is a
significant positive relationship between organisational performance and organisational trust.
However, the relationship between organisational trust and organisational performance is
not linear. Two elements of organisational performance, namely, innovation and success,
were reported to contribute significantly to organisational trust. As regards organisational
trust contributing to performance, it was found that establishing clear work responsibilities
made a significant contribution to organisational performance. The main implication of this
finding is the fact that organisational trust hinges on the establishment of work
responsibilities which are then clearly communicated to the job occupants (Paliszkiewicz &
Koohang, 2013). Trust was also found to have favourable effects on alliance performance in
a cross-cultural setting (Fadol & Sandhu, 2013). For example, innovation and success,
which are regarded as elements of organisational performance, have been reported to

contribute significantly to organisational trust (Paliszkiewicz & Koohang, 2013).

Research has revealed that organisations that report lower levels of inter-organisational trust
tend to report significantly lower levels of performance as compared to their counterparts
(Stanley & McDowell, 2013). Research on the trust-performance link has also focused on the
effects of performance on trust (Mohr & Puck, 2013). Mohr and Puck (2013) theorised on
and argued in favour of the bi-directional relationship between trust and performance.
However, although their empirical results provided evidence for the positive effects of
performance on trust, contrary to expectations, the findings did not yield support for the
effects of performance on trust. The argument advanced is that operating an alliance
involves great deal of uncertainty. High levels of alliance performance should lower the

associated uncertainty which, in turn, then induces the focal organisation either to trust
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directly or through the reduction of the transaction costs required for setting up and

monitoring the alliance agreement (Mohr & Puck, 2013).

Silva et al. (2012) observed that theoretical explorations into the link between trust and
performance proliferated although empirical studies were rare. In addition, the empirical
studies which had been conducted reported mixed evidence regarding the trust-performance
link. In the view of Silva et al. (2012), such inconsistencies revealed that the trust-
performance linkage was not only complex and poorly understood but also that trust may not
function in the same way to improve outcomes under all circumstances. A number of studies
have supported the finding that high trust relations lead to high performance (Sousa-Lima et
al., 2013; Stanley & McDowell, 2013) while other studies have reported a lack of evidence
that trust results in the high performance of an alliance (Mohr & Puck, 2013).

A reflection similar to that of Silva et al. (2012) was made by Mohr and Puck (2013) on the
excess of research asserting the positive effects of trust or the uni-directional link between
trust and performance. The preponderance of theoretical research asserting that trust
directly influences performance as well as the studies that included mediating variables as
well as the empirical studies that supported both relations were censured by Mohr and Puck
(2013) for ignoring the intricacy of the interplay between trust and performance. They
contend that the relationship between trust and performance is more complex than has been

suggested.

Krishnan et al. (2006) also recognised the complexity of the issues involved in theorising
about the organisational or inter-organisational trust-performance link. They argued that the
beneficial impact of trust on alliance performance is contingent on other factors. As
elucidated earlier in this chapter, such factors include environmental and behavioural
uncertainty and have the capacity either to impede or facilitate the alliance trust-performance
link. Social uncertainty has been reported to be higher in alliances that involve high
interdependence and in which there is inter-partner competition with the partners possibly
furthering their individual interests at the expense of the collaborative alliance (Krishnan et
al., 2006).

Interdependence is a key feature of many R&D alliances where the mission is to develop
technology or innovate. Thepl anni ng and coordination of

the standardisation of interactions are difficult as the change initiated by one partner may
affect the other partners in unanticipated ways and with adverse effects (Das & Teng, 2000;

Krishnan et al., 2006). Interdependence is, therefore, a crucial factor in unravelling and
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illuminating inter-organisational trust and alliance performance. The positive relation
between trust and partnership performance has been found to be stronger in alliances with a
high degree of interdependence than in alliances with low interdependence (Krishnan et al.,
2006).

When organisations form alliances they may do so with companies that are either their
potential or their actual competitors. It has been stated elsewhere in this chapter that
organisations may form alliances with their erstwhile competitors who might have been
responsible for upsetting the competitive balance. They may, thus, in the process of forming
such alliances actually breed their future competitors (Chen & Wang, 2015; Hamel &
Prahalad, 1989; Krishnan et al., 2006; Parkhe, 1998; Stanley & McDowell, 2013). According
to Park and Ungson (2001), organisations may sometimes try to maximise their individual
interests and subordinate the collaborative interests of the alliance. However, trust is crucial
for offsetting opportunistic behaviours as it facilitates mutual understanding and cooperation
between the partners (Inkpen & Currall, 2004; Malhotra & Lumineau, 2011). It has been
reported that the positive relation between inter-organisational trust and alliance
performance is stronger in alliances in which the potential for inter-partner competition is
higher than in those in which the potential for inter-partner competition is low (Krishnan et al.,
2006). These findings highlight the role of behavioural uncertainty or, more specifically, inter-
dependence between the parties, and inter-partner competition in the inter-organisational

trust-alliance performance link (Krishnan & Martin, 2006).

In short, the strength of the integrative model proposed by Mayer et al. (1995) resides in how
general and broad the model is. As already shown, the model has been utilised in research
into the construct at different foci. However, in their reflection on the model, its proponents
recognised one of its prime weaknesses as relating to the conception of trust as solely a
cognitive matter (Schoorman et al., 2007). Also noted by these researchers was the
significance of the issues of context and culture. Such issues are pivotal as people differ in
their cultural orientations and contextual issues are likely to exacerbate situational
differences. This study represents a response to the call by the researchers to use the model

in different contexts and cultures (Schoorman et al., 2007).

3.3.5 Trust and social uncertainty in alliances

Alliances are often faced with two primary challenges, namely, the problem of the business
that brought them together and the way in which the members relate with each other when

they work together to resolve this problem (Post, 1977; Van Lange, Joireman, Parks, & Van

140



Dyk, 2013). Other researchers have viewed the challenges facing alliances as
encompassing coping with the complex business environment, the central task or purpose of
the business and the relationships between parties to the alliance (Aalbers, 2010; Sniezek,
May & Sawyer, 1990; Zand, 1972). McCarter et al. (2011) addressed environmental
uncertainty and social uncertainty as two factors that may have fundamental and adverse
effect on both the problem of the business that brought the alliance members together
(alliance success) and how the members relate and work together (trust).

Environmental uncertainty refers to a lack of information about the market environment and
may result in the partners fearing that their pooled resources will not yield the anticipated
profits (McCarter et al., 2011; Van Lange et al., 2013). Environmental information concerns
factors which are viewed as exogenous to the alliance but which have the capacity either to
stimulate or to thwart the anticipated benefits of the collective (Krishnan et al., 2006). The
uncertainty of the business environment within which alliances operate encompasses a
plethora of factors that include increased government regulation, the increasingly socio-
political nature of business decisions, competition and the search for competitiveness in a
slow economic growth climate (Li, 2013; Post, 1977; Slater, 1995; Xie et al., 2012; Yang et
al., 2011). Uncertainty may persuade the partners to act in a manner that safeguards
individual interests at the expense of the collective (Krishnan et al., 2006; McCarter et al.,
2011).

Sustaining both performance and competitiveness in an uncertain business milieu has been
shown to be an arduous task for organisations (De Geus, 1988; Pucik, 1988). Alliances in
more dynamic environments tend to experience dialectical tensions to a greater extent (De
Rond & Bouchikhi, 2004). The challenge created by this uncertainty may results in the
alliance partners not being able to address the processing of information effectively and
decisions may be made heuristically (Krishnan et al., 2006). However, Kramer (1999) noted
that the heuristic quality of decisions may reduce transaction costs because it saves on

monitoring costs.

On the other hand, social uncertainty may stem from a lack of information about the
partnering organisation and impede co-operation between the partners as they may feel that
they cannot trust each other to work for the interests of the alliance (McCarter et al., 2011).
Alliances with low trust are exemplified by individuals either withholding or distorting

information about the business (Dowell et al., 2013; Zand, 1972).
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McCarter et al. (2011) extended the original concept of real options by proposing a collective
real options approach as a way in which to circumvent the risks associated with operating
alliances and as a mode of enhancing trust. The efficacy of real options has been
demonstrated in entrepreneurship (McGrath, 1999). The real options approach has been
used by alliance partners to individually manage environmental uncertainty (Bérard & Perez,
2014). The underlying logic of the real options framework stipulates that future investment
opportunities are contingent upon prior investment commitments (McCarter et al., 2011). By
coining collective real options, McCarter et al. (2011) endeavoured to rise above the narrow
individual partner focust o t he coll ective part nertBedrisk$
associated with operating an alliance and/or environmental uncertainty in order to ensure the
collective management of social uncertainty. They referred to collective real options as the
actions that the alliance partners undertake by agreeing to make the small initial investment
of resources in the venture with the intention of identifying environmental and social
information on the possible success of future, larger alliance initiatives. The small initial
investment may be viewed as a pilot project of the alliance with the larger alliance initiatives
as subsequent investments which are collectively undertaken. Therefore, the pilot project
may enable the uncovering of crucial information on both the business milieu and the

trustworthiness of the parties before larger resources are committed to the alliance.

As already enunciated, when more than one person works on a problem here are two main
concerns, namely, (1) the problem or project itself, including the complexity and coordination
of the task to be undertaken and (2) the question of how the members who are working on
the problem will relate to each other (Lee, Peng & Song, 2013; McCarter et al., 2011; Zand,
1972). McCarter et al. (2011) have argued that the collective real options approach
mitigates both the complexity of the task, as in the complexity and coordination of the task,
on the one hand, and the social uncertainty,as i n t he p a hinessemtised®thar.r

The notion of collective real options, as suggested by McCarter et al. (2011), is both
fascinating and enticing because it makes sense for an alliance to manage both the viability
of the strategic intent (environmental uncertainty and business prospects) and the working
relationship between the parties, including the partner trustworthiness as exemplified by
honesty and commitment to the alliance. Indeed, it would be unwise to focus on the viability
of the commercial project to the exclusion of the human aspect of the alliance (partner
trustworthiness). However, the notion of collective real options is undertaken jointly by the

alliance partners (McCarter et al., 2011).
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Stemming from the notion of collective real options is the opportunity to invest in smaller
projects (relational small wins) which would have a dual desirable impact on the complexity
of the project and the trustworthiness of the partners. Such an investment should
concurrently reveal the viability of the joint project as well as the trustworthiness of the
partners. In the view of McCarter et al. (2011), this may lower the barriers for alliance
partners to invest in the initial smaller ventures and pave the way for subsequent

investments. Implicit in the argument in favour of the reduction of social uncertainty is the

concomitant increase int r ust . The focal or gani s,awhichoia 6 s

defined as its assessment of uncertainty about the future behaviour of others and/or the
environment, may be reduced following such positive experiences with the alliance. In other
words, the probability of the failure of the cooperative venture may be lessened by positive
alliance outcomes (Bérard & Perez, 2014; McCarter et al., 2011).

Organisations that have been in alliances for longer are assumed to have a better reputation
and also experience a higher level of trust from their alliance partner and lower transaction
costs related to uncertainty compared to those of a shorter duration (Aalbers, 2010). The
perceived vulnerability of the focal organisation hinges on its level of exposure. Exposure is
explained as the extent to which a focal organisation will be damaged if the alliance does not
succeed. Thus, investing more resources in the alliance implies a higher level of exposure
(McCarter et al., 2011).

Inter-organisational trust is a multi-dimensional construct that may evolve with the
relationship (Nielsen, 2011). Trust co-evolves with the alliance with the partners developing

an understanding of each other and adjusting their expectations and processes as the

alliance evolves (Inkpen & Currall, 2004). The partnerso6 interacti

on

per

en

mor e about each ot her 6s nation,i corepetition, wanitich larid! i t i e s,

attitudes toward control (Parkhe, 1998). Trust may deepen as the relationship matures but,
as previously stated, the rooting is neither automatic nor is it easily understood (Malhotra &
Lumineau, 2011; Parkhe, 1998). As the alliance goes through different developmental
phases, the trust in the business alliance is likely to change, thus illustrating the temporal
character of trust. Thus, the trust in alliances tends to serve different purposes, depending

on the alliance development phase (Boersma et al., 2003).

3.3.6 The negative aspects of trust

The literature review revealed that trust may have negative consequences or negative

aspects (Ekici, 2013; Bergh et al., 2011). Negative behaviours on the part of a trusted
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exchange partner are viewed as the type of behaviour that may eventually cause harm to the

business and/or interests of the trustor, including betrayal and disappointment (Ekici, 2013).

The negative aspects of trust may be linked to blind trust. Stanley and McDowell (2013)
believed that blind trust is often associated with dysfunctional and unproductive partnerships.
The negative aspects of trust often work against the interests of the trustor (Ekici, 2013;
Bergh et al., 2011). The tendency to trust more by sharing confidential information as the
relationship matures may render partners such as suppliers more vulnerable to betrayal than
may otherwise have been the case. Ekici (2013) revealed that the suppliers viewed the
conduct of their partners or buyers as a betrayal both of trust and of a good relationship.

The negative aspect of trust may result in disappointment with disappointment occurring as a
result of high expectations on the part of the parties to the alliance. A trusted partner may be
expected to make a special effort or do favours or could be taken for granted. Nevertheless,
the betrayal and disappointment in high trust do not always lead to the termination of the
exchange relationship (Ekici, 2013). Similarly Malhotra and Lumineau (2011) observed that
the respective higher levels of goodwill trust and competence trust in alliance relationships
were accompanied by a higher willingness to stay in the relationship even after the

partnership had experienced a dispute.

Similarly, low levels of trust did not necessarily lead to a termination of the relationship as
some parties have revealed that they had long standing partners whom they did not trust
(Ekici, 2013). However, as was apparent in the discussion of the trust models, the decision
either to terminate or continue with the relationship may be informed by an innumerable
number of factors. The models identified competency or ability as one of the antecedents of
trust or elements of trustworthiness (Mayer et al., 1995; McKnight, 2002). However, an
incompetent business partner may result in low trust and the termination of the relationship
(Ekici, 2013).

Some trustors may maintain their relationships with other parties for a lengthy period of time
because the partnering organisation is a strong and reputable company. In such a case, size
and reputation may not be viewed as a source of credibility but rather as a source of power,
for example, in the case in which the buyer had experienced pressure from her customers to
stock a brand from a company she did not trust. The decision to terminate a relationship may
hinge on the availability of alternatives. In some cases the main reason for the partnership or
relationship may be economic and/or financial considerations withy the bottom line

determining whether the relationship is either terminated or maintained (Ekici, 2013).

144



At this point of the discussion it may, in agreement with a host of researchers, be surmised
both that alliances are created to fulfil specific objectives and that trust remains a critical cog
in the functioning of such alliances (Aalbers, 2010; Ertug et al., 2013; Fadol & Sandhu, 2013;
Fiala & Prokop, 2013). However, at some point of its co-existence, the strategic fit of a once
smooth-functioning partnership may diminish as the strategic choices and internal
capabilities of the partners may pull them in opposite directions (Parkhe, 1998). However,
when this happens in a relationship that is characterised by trust the problem may be
resolved constructively. Nevertheless, an alliance relationship may seem to have become
outmoded because it is not making either strategic or business sense. However, if the
alliance is characterised by trust the focal partner or organisation may endeavour to severe
the relationship in a constructive manner that takes into account the legitimate expectations
of the other party. In accordance with the notion that trustworthiness is linked to reputation
and credibility, among others, the focal organisation may enhance its own trustworthiness
profile by accommodating the legitimate expectations of its partner i the partnering
organisation and the broader audience of potential partners may then come to know about
such constructive behaviour (Parkhe, 1998). The trustworthiness of the focal organisation
grows as a result of third parties knowing about its reputation and credibility. The high
reputation of alliance partners is reported to enhance the inter-organisational trust which is,
in turn, connected to higher alliance performance than may otherwise have been the case
(Fiala & Prokop, 2013). These observations resonate with the caution issued by Aalbers
(2010) that to betray trust relation is detrimental tot he gui | t y-termanteresiséas

other organisations will be disinclined to forge linkages or co-operate with the said company.

3.4 THE PROPOSED THEORETICAL ORGANISATIONAL TRUST MODEL

This section discusses the essential elements of the proposed theoretical trust model. It
may, thus, be stated that the section is the quintessence of the theoretical component of the
study. In view of the fact that a model is a simplified representation of a more intricate
phenomenon, a graphical or visual representation is used to facilitate the understanding of
the model. This representation indicates the significant components of the model but lacks
detail in terms of the more specific sub-elements and their functioning. It is the aim of the
accompanying discussion to remedy this deficiency in detail. In view of the fact that the
proposed theoretical integrated organisational trust model derives from existing literature on
trust and the discussions that preceded this section have already illuminated the central
constructs comprising the model, succinct descriptions of the model will be provided. This is

followed by propositions that hypothesise about the components elements of the model.
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Politics
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Socio-
economics

Perceived trustworthiness

Coghnitive trust
Affective trust

Propensity
to trust

Trust in alliances . .
Relational small wins

Perceived
trust

Outcomes and larger
investments

Figure 3.2: The theoretical model
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The various components of the model are discussed below. It is important to note that the
sequence of the components should not produce an image of a cause-and-effect, linear

model.

3.4.1 Social uncertainty

The concept of social uncertainty has been explained elsewhere in this chapter. Although it
is theorised that this last statement is of general application, it may be truer of alliances
between TCs and HDIs in South Africa. In South Africa, the lack of information about
partner organisations may be exacerbated by the absence of interaction between HDIs and
TCs over the years as a result of the separate development policies of the past.

The arguments presented in favour of reducing social uncertainty are that this may enhance
the focal organi sationds trust in the partnering
al., 2013). The focal organi sat i on,dwhich gsedefinedi as eitd vul ne
assessment of uncertainty about the future behaviour of others, may be reduced if the focal
organisation experiences positive encounters with its partner. In other words, social
uncertainty may be curtailed if the focal organisation undergoes positive experiences about
its partner. Implicit in the last statement is the notion of the temporal nature of trust which
suggests that, with time and interaction, the trustor may discover more regarding the
trustworthiness of the partner organisation. Of course, whether the initial interaction either

enhances or |l essens trust depends on the trustor

Both the concurrent and future behaviour of the partners cannot be known with certainty,
thus the rewards for the members are uncertain. There is an incentive to contribute to a
group, such as an alliance, but also a risk in contributing to that group (Bérard & Perez,
2014; McCarter et al.,, 2011). Committing to the alliance effort is risky but potentially
rewarding. Alliance members may face significant ambiguity, especially at the beginning of
the alliance, because they may be uncertain about the commitment of the other members.
As a result, they are likely to allocate less to the group than what they think others should
contribute (Plotner et al., 2013; Zand, 1972). It is expected that such allocation may be even
lower in settings which do not lend themselves to the reduction of social uncertainty (Sniezek
et al., 1990).

In the context of a business alliance social information refers to information about the factors
that are endogenous to the alliance and which have the capacity to influence the

achievement of alliance goals (Krishnan et al., 2006; McCarter et al., 2011).
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The significance of trust in the formation of alliances under turbulent and highly dynamic and
unpredictable conditions has been repeatedly emphasised (Aalbers, 2010), particularly in
diverse cultural settings (Fadol & Sandhu, 2013; Fan et al., 2012). Gefen, Rose, Warkentin,
& Pavlou (2005) noted that, when cultural diversity is more pronounced in a society, trust
becomes of less significance because of its limited capacity to reduce social uncertainty.
Other researchers have perceived trust between the members of the group as significant for
the reduction of social uncertainty (Sniezek et al., 1990). When interacting in a relationship
which is characterised by low trust the partners are likely to do so in a manner that
minimises their vulnerability and, as Zand (1972) found, the deleterious consequences of a
lack of trust are inescapable. Thus, not knowing how others may behave in a relationship
has adverse effects on trust although feedback about how others are behaving or doing
often helps to reduce uncertainty (Sniezek et al., 1990).

Proposition 1: When HDIs and TCs form business alliances, such alliances will initially be
characterised by the focal organisationds high
its perceptions of t he part neandimnpedgatrrons workinpn6s tr

towards alliance goals.

Proposition 2: I n alliances between HDIs and TCs, the
uncertainty will decrease as the trustor or focal organisation undergoes positive experiences

with the partner organisation and perceives the trustee to be trustworthy. This will minimise

t he focal organi sationds perceptions of its vul

take risk.
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3.4.2 Contextual factors and organisational trust

Research on organisational trust has recognised that contextual variables play a pivotal role
in the formation of trust (Ertug et al., 2013; Eser, 2012; Fadol & Sandhu, 2013; Fan et al.,
2012; Hofstede et al., 2010; Schoorman et al., 2007). Within the field of organisational trust,
a plethora of factors are included in the category of contextual factors because they all have
the potential to influence the propensity to trust and perceptions of trustworthiness of

individuals and organisations.

In the South African setting such contextual factors may include cultural differences between
TCs and HDIs, the broader socio-economic context such as the history of social relations
between blacks and whites, government economic policies aimed at empowering the
previously disadvantaged segments of society and the asymmetrical distribution of
resources, including skills and economic resources, between various segments of society.
Contextual issues may also refer to the context of the study such as a study of trust in
franchise relationships, mining, virtual teams and virtual organisations or trust in the
healthcare sector (Eser, 2012; Mansor & Mirahsani, 2012; Mukherjee, Renn, Kedia, &
Mukherjee, 2012).

3.4.2.1 Cultural factors vis-a-vis propensity to trust and trustworthiness

It has been argued that one of the ways in which culture affects trust is through the

propensity to trust (Schoorman et al., 2007). Together with personality and other variables,

culture is identified in the existing literature on organisational trust as an antecedent of the

propensity to trust and also as a factor that influences perceptions of trustworthiness (Mayer

et al ., 1995; Starnes et al ., 2005) . Obhee trust
vulnerable to the actions of another party may fundamentally be shaped by the cultural

factors embedded in the local milieu (Fadol & Sandhu, 2013).
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Culture in its various manifestations, such as national, local and organisational culture, may,
therefore, haveamaj or i nfluence on propensity to trust b
to trust (Fadol & Sandhu, 2013). It is a fact that people live in societies and operate within
cultures and, therefore, share values and norms (Asante, 1992). One of the implications of
culture is that people from the same cultural background may perceive and attach similar
meanings to social phenomena but that those from different cultural backgrounds may
perceive or interpret the same phenomena differently (Fan et al., 2012). Cross-cultural
studies have provided broad generalisations with regard to the cultural orientations of
various societies (Ertug et al., 2013; Hofstede et al., 2010). When organisations in a
partnership originate from different countries or cultural backgrounds the cultural distance
between them will probably account for the existence of fewer similarities between than if
they were from the same country or cultural background. These differences are likely to
reduce trust between these organisations (Ertug et al., 2013).

Organisations in a partnership have to integrate and collaborate on a variety of activities that
make them feel that they are working with a similar organisation. Such perceived similarities
may foster a sense of trust which may then serve as a catalyst for an exchange climate that
favours satisfaction. Similarities between partners have been found to enhance the positive
relationship between trust and performance (Silva et al., 2012). Correspondingly, the positive
affect of trust on performance were found to lower in cases where similarities between the
partners were less prominent. Silva et al. (2012) concluded that congruity between
organisations as regards culture and human resources policies and procedures facilitate the
matching of the organisations and their ability to work together to achieve partnership goals.
In addition, similarities in strategic factors such as markets are considered significant for the
success of an alliance. However, this does not imply that organisations must pick partners
that think in the same way as the organisation in question (Saxton, 1997). Nevertheless, as
Clarke-Hill, Robinson and Bailey (1998) observed, the compatibility or congruency of

objectives is crucial for the successful performance of partnerships.

Ertug et al . (2013) posited that nati onal cul t
propensity to trust. Incross-b or der al l i ances this would transl a
trust being influenced by the national culture. The focal organisation will, therefore, trust to
the extent that the propensity to trust of the home country allows. The general propensity to
trust shown by organisations f r orhastbdershdwnto a | or g
have a positive effectonth e f oc al o r g amthe pathering argasisatiom (&Ertug et

al. 2013). In addition, the national culture setting within which an alliance is located is often
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influential in helping understand conflicts and tensions within the alliance (Das & Kumar,
2011).

Propensity to trust is a factor which is inherent in a person and which has significant
influence on the general willingness to trust. As already stated, it is a trait that is stable
across situations while it also accounts for why people differ in their inclination to trust
others. Propensity to trust implies that the trustor has certain trust tendencies even prior to
information about the trustee becoming available (Mayer et al. (1995). Propensity to trust
also accounts for why some individuals are more trusting than others (Ashleigh & Higgs,
2012). It has been argued that the high propensity to trust of task-oriented cultures is
demonstrated in their higher initial trust for strangers. On the other hand, relationship-
oriented cultures take time to develop a relationship prior to working on the task in hand
(Schoorman et al., 2007).

The trust across cultures is compounded by the process of social categorisation which often
leads to stereotypes about other cultures. The trust predicated on social categorisation is a
depersonalised and presumptive trust as it is not based on any substantive, real or actual
information about a partner (Kramer, 1999). It is, in fact, anchored on information regarding a
trust eeds ofeamsbcialrcatdggornp When such information is salient, it tends to
influence others about t ramer, t11999). Hoveewe ancetthera st wor t h i
information about or interaction with the trustee or partnering organisation, this experience
forms the basis of trust (Ertug et al. 2013). In other words, as a trustor become more
acquainted with specific people or trustees, his/her personal knowledge of those people or
trustees significantly influence on his/her thoughts and behaviour (Bigley & Pearce, 1998).
The interaction enables the partners to |l earn m
cooperation and competition, conflict and attitudes toward control (Parkhe, 1998). The effect
of categorisation on trust is, thus, lessened by positive or negative experiences with the

partner.

Social categorisation is not limited to propensity to trust but extends to perceptions of
trustworthiness with organisations from certain countries being perceived as more
trustworthy than others (Ertug et al., 2013). As with other forms of presumptive trust such as
role-based trust, social categorisation does not use specific information or knowledge about
the capabilities, motives or intentions of a trustee or a partnering organisation to make trust
judgements but, instead, there is a reliance on the nationality or culture of the partnering

organisation (Kramer, 1999).
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Studies involving different nations and cultures have found prior experience and age or
duration of the joint venture to be moderators of the relationship between social
categorisation and the partner ds t tnarsThenefiectt hi ne s s
of social categorisation lessened when the partners from different cultures had been
involved in similar alliances prior to the current alliance. In addition, the effects of social
categorisation weakened when the partners from different cultures had been collaborating

for a relatively longer period of time in the focal alliance (Ertug et al., 2013).

As regards perceived trustworthiness, research has revealed that the general level of trust in

organi sations from the partneringd anrgpaahi sati o
categorisation) has a positive effect on the trust that the focal partner places in the partner

(Ertug et al., 2013). In other words, the general perceived trustworthiness of organisations

from the partnering or ¢ga rilweawas positvedy retatedita the v or n
trustworthiness of the partner as perceived by the focal partner.

Some countries have more diverse cultures than others and the social integration of the
various cultural groups is sometimes more advanced in some than in others. In
heterogeneous societies such as South Africa where cultural differences are accentuated
trust becomes difficult to establish and also impacts on social uncertainty (Gefen et al.,
2005).

Proposition 3: Contextual factors such as culture, socio-economic factors, politics and
government policies embedded in the setting will affect trust indirectly by influencing the

relationship between social uncertainty and perceptions of trustworthiness.

Proposition 4: Cultural differences between blacks and whites will account for the
differences in propensity to trust between the two groups such that high propensity to trust

wi || have a positive ef f ednthepartnetingergafisatoal or gani s
Proposition 5: In alliances between HDIs and TCs, the salient cultural differences will

influence the focal organi sationdéds perceptions

prior to information about the trustee becoming available.
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3.4.2.2 Political and socio-economic factors vis-a-vis propensity to trust and trustworthiness

The discussion presented in chapter 2 on
provides a good example of contextual issues that may affect or obscure trust in business
alliances between TCs and HDIs. Untenable social divisions similar to those in pre-1994
apartheid South Africa are often deeply entrenched in societies and have the effect of
rendering those who have been marginalised vulnerable to exploitation and
underdevelopment (Singh, 2012). Rao and Rao (2013) argued that, as a result of these
social divisions, the marginalised may lack the ability and practical skills essential to define
their business goals and to make decisions that will facilitate the achievement of such goals.
Accordingly, the purported beneficiaries of economic empowerment schemes are people
who have, over the years, been excluded from the economic mainstream and became
marginalised and, therefore, lack more than merely access to finance or capital (Rao & Rao,
2013).

The black economic empowerment policy espoused by the government is intended to
reverse the economic domination which was enjoyed by one section of South African society
so that the previously marginalised may also participate meaningfully in a more inclusive
economy (Patel & Graham, 2012). However, the government policies have also been met
with some worst cases that tend to emasculate black economic empowerment, including
TCs using HDIs as fronts and window-dressing, mobile black executives, rent-a-black,
fighosto or Afreelanceodo black directors an
from government and other state-owned enterprises (Beall et al., 2008; Iheduru, 2004; Van
Scheers, 2010). Van Scheers (2010) reported that TCs sometimes offer HDIs generous
contracts in return for serving as their black empowerment partners but that, once the bid

has been won, they buy their black partners out of the deal.

Some of the unscrupulous practices referred to above may be an indication of the
asymmetrical nature of the relationship between TCs and HDIs in South Africa. The majority
of the TCs tend to possess more resources, such as capital and business skills, compared to
the HDIs and, thus, the TCs are viewed as more powerful than the HDIs. Schoorman et al.
(2007) reported that the power distribution in a relationship tends to affect risk-taking, as the
focal party with more power may perceive less risk and be willing to engage in more risk-
taking actions than the other partner. The subservient HDIs, particularly those that are used

for window dressing, may exist only at the whim of their TC partners.
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It is hypothesised that the issues referred to above have the capacity to impact on the trust

in alliances between HDIs and TCs and they should, therefore, form part of the proposed
theoretical integrated organisational trust model. For example, issues of fronting and
window-dressing may generally raise suspicions and be viewed with a degree of distrust by
the HDIs that are approached by TCs to form joint business alliances. Similarly, scant skills
and capital on the part of the HDIs may be generalised as a lack of ability and lowerthe T C 6 s
perceptions of the trustworthiness of HDIs and, specifically, their ability to accomplish the
tasks to be performed by the alliance.

In addition to social uncertainty, contextual factors, propensity to trust and the elements of
trustworthiness were deemed to be vital components of the proposed theoretical integrated
model. Based on the definition of the trust construct provided earlier is the notion that
trustworthiness reflects both the cognitive-based and affective-based sources of trust. As
previously stated, affective trust is premised on close emotional bonds and interpersonal
relationships and is temporal in nature. Thus, int er per sonal care and <con
partner are vital components of affective trust (Fan et al., 2012; McAllister, 1995). Thus, both
the cognitive and affective dimensions of trust are crucial constituents of the proposed
theoretical integrated trust model. The two concepts of propensity to trust and
trustworthiness have been explained at length in the earlier discussion as they are vital
constituents of the construct of trust. The proposed model borrows from the existing
literature on the role of both propensity to trust and the elements of trustworthiness (Mayer et
al., 1995; Schoorman et al., 2007).

Proposition 6: The focal TCs or HDIs that experience their partners as trustworthy will

perceive trust to be a foundation of their business alliances.

Proposition 7: Focal HDIs will form business alliances with TC counterparts perceived to be
more resourced and more experienced with the primary purpose of accessing the TC
p ar t muwsine§ssknowledge so that they can be empowered in terms of business skills and

knowledge.

Proposition 8: In alliances between HDIs and TCs, prior information about the HDI partner
becoming available as well as the generalised belief about the inadequacy of the business
skills and capital of the HDIs, will result in HDI partners being perceived as low in ability

trust.
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Proposition 9: The focal HDI or TC organisations that are high in propensity to trust will
demonstrate stronger trust in the HDI or TC partners than may otherwise have been the

case.

Proposition 10: Based on issues such as fronting and window-dressing and prior
information about the TC partner becoming available, TCs that approach unsuspecting and
least experienced HDIs to form business alliances will be viewed with distrust and as lower

in trustworthiness.

3.4.3 Relational small wins, risk-taking and outcomes

Weick (1984) cited the maj or contributor to soci al
conceiving social problems. Social problems are often comprehended in a manner that

overwhelms people to the extent that they are not able to do anything about them. InWe i ¢ k 6 s

(1984), some of the modes of conceiving social problems inadvertently preclude innovative

solutions because the limits of bounded rationality are exceeded while arousal is raised to

high levels which are, in fact, dysfunctional. Weick (1984, p. 40) stated t h at fi Wh e n

magnitude of problems is scaled upwards in the interest of mobilising action, the quality of

thought and action declines, because processes such as frustration, arousal, and

ma |

hel pl essness ar e act mayde visdalised aSsmalleramanageabtetande ms

less arousing problems by identifying modest size opportunities that yield concrete results or
solutions. This reconstruction of problems into modest sizes and the concrete solutions are
referred to as small wins. Once accomplished, forces are set in motion to achieve other
small wins. As Weick (1984) articulated, implementing a solution makes the next solvable
problem more visible. Habits change and resources are then mobilised for slightly larger

wins.

Weick (1984) regards the small wins are vital as their sequences are more structurally sound
because they constitute stable building blocks. The notion of small wins is made more
attractive by the three things that happen when a larger problem is broken down into
manageable units: (a) the significance of any small win is diminished because the costs of
failure are lessened and the rewards of success are considerable; (b) the size of the demand
itself is greatly shrunk and (c) current skills are seen as adequate to deal with the modest
demands of the task (Weick, 1984).

The notion of collective relational small wins adopted may be used to reduce social

uncertainty (McCarter et al., 2011) and foster trust. In addition, it also highlights whether the
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initial expectations have been met. Key in the proposed theoretical model of organisational
trust is the notonofaf f ecti ve trust or the trustords
trust or personal chemistry (Andersen & Kumar, 2006; McAllister, 1995). In line with
Schoorman et al. (2007), Stokes et al. (2010) observed that the initial trust is founded on

affective processes while subsequent trust is influenced by cognitive processes. However,

mo o d

the perceptions of trustworthiness are subject t

Depending on whether they are positive or negative the outcomes of small wins may be
either constructive and fruitful or deleterious to trust while these outcomes may determine
what happens to the alliance next (McCarter et al., 2011; Bérard & Perez, 2014; Van Lange
et al., 2013).

It has been argued that collective real options mitigate both the complexity of the task as in
easing task coordination and the uncertainty as in impacting positively on the trustee
partnerés trustworthiness ( McCar txplainedethat, thd
higher the stake the trustor has in the outcomes, the higher the risk in placing trust in the
trustee. Thus, the opportunity to invest in smaller projects (relational small wins) has a dual
and desirable impact on both complexity and trustworthiness: In other words, it may
concurrently reveal the viability of the joint project and the trustworthiness of the partners.
According to McCarter et al. (2011), this may lower the barriers to alliance partners investing
in the initial, smaller ventures and encourage subsequent investments. Implicit in the
argument regarding the reduction of social uncertainty is the increase of trust. The focal
organi sati onds p e rwhichiisvdefthed \as its ragsesantemt lofi uncgrtainty
about the future behaviour of others and/or the environment, may be reduced following such
positive experiences with the alliance. In other words, the probability of failure of the
cooperative venture may be diminished by positive alliance outcomes (Das & Kumar, 2011;
McCarter et al., 2011; Mishra, 1996; Van Lange et al., 2013).

The decades of the policy of separate development (which manifested in minimal contacts
between whites and blacks except as employer-employee or supervisor-subordinate) and
the marginal economic role of blacks may exacerbate the social uncertainty in both HDIs and
TCs. It is hypothesised that trust in the alliances between HDIs and TCs may need to be
buttressed by the notion of relational small wins whereby the partners commit to undertaking
smaller projects in order to establish both viability and the trustworthiness in the alliance.
Uncertainty should be reduced with successful experiences (Sniezek et al., 1990). The
notion of relational small wins may be a desired mode of doing business as regards alliances

between TCs and HDIs in view of contextual factors such as unscrupulous behaviour of
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some TCs towards their HDI partners in the past (Van Scheers, 2010). Depending on
whether they are perceived as positively or negatively by the HDIs, contextual factors such

as the unscrupulous conduct of some TCs have the capacity to curtail trust in or lower

perceptions ofthe TCs & trustworthiness. Based omayt he

realise the attractiveness of relational small wins. Other relevant issues may include the
historically marginal economic role of blacks which, in practical terms, has resulted in their
inadequate business skills and limited access to, or lack of, ownership of capital. This,
together with the plausible concern about the risk that alliances with HDIs may present to
them, may persuade TCs to see relational small wins as more appealing than larger
ventures. In line with Mayer et al. (1995) the proposed theoretical organisational trust model
postulates that, generally, the trustor compares the level of trust with the perceived risk in a
given situation or context. Either the level of trust may exceed the threshold of the perceived
risk or the level of perceived risk may exceed the level of trust. The level of trust in the
trustee and perceptions of the risk inherent in the action are crucial in determining whether
the trustor will be prepared to take certain risks. The small wins are designed to enhance
trust between alliance partners. It is theorised that positive outcomes will lead to larger
investments in the alliance. The consequences of the desired outcomes are a decrease in
the perceived vulnerability of the trustor and may demonstrate that the trustor has developed
higher trust in the trustee (Das & Kumar, 2011; Mishra, 1996; Van Lange et al., 2013). The
outcomes in the form of a decrease in vulnerability indicating project viability and partner

trustworthiness are then dispatched through the feedback loop to social uncertainty.

Proposition 11: Relational small wins will influence the relationship between social

uncertainty and perceptions of trustworthiness.

Proposition 12: In alliances between HDIs and TCs, as a result of the practice of window-
dressing on the part of some TCs, the focal HDIs will use relational small wins in anticipation

of unscrupulous or untrustworthy behaviour by the latter.
Proposition 13: In alliances between HDIs and TCs, the latter will prefer relational small
wins in anticipation of a lack performance owing to a perceived lack of ability or competence

on the side of the former.

Proposition 14: The outcomes of the relational small wins will influence the focal TC or HDI

pr e

organi sationb6s perceptions of ri sk and whether

taking such that positive relational outcomes will result in risk-taking act(s) on the part of the

trustor.
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Proposition 15: Positive outcomes from the risk-taking behaviour will decrease the focal or
trustor organisationbés feelings anawilipgnesste

make larger investments in the alliance.

Proposition 16: Negative outcomes from the risk-taking behaviour will result in perceptions
of increased vulnerability on the part of the focal or trustor organisation which will strain the
relationship and may result in the alliance being discontinued.

Proposition 17: The trustor organisationbés high p

that the risk-taking act will occur.

Proposition 18: In alliances between TCs and HDIs, the focal organisation will use formal

contracts and relational small wins if it perceives risk with the partner organisation to be high.

3.4.4 A summary of the key attributes and assumptions of the proposed theoretical
integrated model

The proposed theoretical integrated model presented above borrowed from the existing
literature on trust. As a result, the model does not include propositions on any issues or
aspects which are generally regarded as given, for example, the issue of the elements of
trust and propensity to trust and whether they contribute to trust is not questioned because

of the volume of research that supports such a stance.

The proposed theoretical integrated organisational trust model is premised on the assertion
that HDIs and TCs alliances are characterised by a social uncertainty which is exacerbated
by years of the separate development policies that prohibited interaction between blacks and
whites. The focal partner (be it an HDI or TC) does not know how the partner organisation
will behave in the relationship. Social uncertainty implies that the focal organisation lacks

information about its partner organisation. Such inadequate information about the partner

ptions

ercept

organisation often results in lower perceptionsof t he partnerés trustworth

Linked to this lack of interaction are contextual factors which are rooted in cultural, political
and historical socio-economic conditions. The interplay between such factors is extremely
complex. For example, the past policies of apartheid are assumed to be intricately linked
with the inadequate business skills and lack of capital among the HDIs as well the
governmentd policy of black economic empowerment. According to the proposed model,

these and other contextual factors indirectly influence the relationship between social
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uncertainty and perceptions of trustworthiness. A lack of information about a HDI partner
may results in lower perceptions of trustworthiness and these may be exacerbated by
perceptions that HDIs are unworthy of involvement in business because they lack the
requisite skills and are interested only in financial gain. The governmentd olicy of black
economic empowerment is perceived differently by those who support it and those who are

opposed to it.

The contextual factors such as culture or historical social relations between social groups

are also influenti al in determining t heferstorust or ¢
the individual difference that influences the likelihood that the trustor will trust.

Propensity to trust has both a direct and an indirect impact on trust. The indirect influence

intercedes in the relationship between the elements of trustworthiness and trust, namely, low

propensity to trust may make it difficult for the trustor to perceive and develop the integrity

trust which is essential for a willingness on the part of the trustor to render him/herself

vulnerable. In other words, propensity to trust influencest he trustor6s percept
t r ust e g dntegrity And benevolence, on the one hand, and affective trust on the other.

However, propensity to trust is malleable and may change as a result of exposure and

experience.

Implicit in the model is the pivotal role of social and business interaction in the formation of

trust. Trust between the parties may devel op partly as a resul-'t
evaluations of the trusteeds trustworthiness. £
the trustor6 éntuitionsa b out t he tworthiresseTadrepttationsof and experience

with the trustee are the primary conduits through which cognitive trust develops while the

affective elements are channelled through intuition, personal chemistry, interpersonal

relationships and/or social bonds over time.

In the South African context, ability trust may be affected by perceptions that, due to their
historical marginal economic role, HDIs lack both capacity and resources. Accordingly, TCs
may be concerned about the possibilities of the appropriation of knowledge and other
opportunistic behaviours on the part of the trustee HDIs. The future possibilities of facing a
current business partner as a competitor are real and may, therefore, discourage TCs from

allowing any knowledge transfer to HDIs.

The element of social uncertainty embedded in alliances may be influenced by relational
small wins. The positive outcomes of these relational small wins are vital for further

enhancing trust.
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Inevitably, the trustor compares the consequential level of trust with the perceived risk in a
given situation or context while the decision regarding larger investment often hinges on
whether the level of trust exceeds the perceived risk. One of the consequences of the
perception that the level of trust exceeds the perceived risk is often a decrease in the
perceived vulnerability that indicates trustworthiness. The outcomes in the form of a
decrease in vulnerability indicate project viability and partner trustworthiness are then
dispatched through the feedback loop to social uncertainty. This output in the form of
information dispatched through the feedback loop will ameliorate the situation by reducing
the trustords social wuncertainty.

Table 3.4 presents a summary of the key elements of the theoretical model and the
corresponding propositions posited. Some of the propositions may involve more than one
element as is the case with proposition 1. Under such circumstances, the elements are
grouped together as depicted in table 3.4.
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Table 3.4: Elements of the theoretical trust model

Element

Propositions

Social uncertainty:
This
information about the partnering

refers to a lack of
organisation and may impede co-
operation between the partners
as the focal organisation feels
that it is not able to trust the
trustee to work for the interests of
the alliance

Contextual factors:

They are embedded in the setting
and may affect trust indirectly by
influencing the relationship
between social uncertainty and
perceptions of trustworthiness.
These factors also  affect
propensity to trust. Culture, socio-
economic factors, politics and
government policies are prime
examples of such factors in the

South African setting

Proposition 1: When HDIs and TCs form business
alliances, such alliances will initially be characterised by
t he
negatively affect

focal organisationds F
its perceptions of

artd r impedewid rfronh

the partner
organisationos

working towards alliance goals.

Proposition 2: In alliances between HDIs and TCs, the

trustor or focal organi si
decrease as the trustor or focal organisations develops
positive experiences with the partner organisation and
perceives the trustee to be trustworthy. This will

t he

mi ni mi se f ocal organ
vulnerability and may increase its willingness to take

risk.

Proposition 3: Contextual factors such as culture,
socio-economic factors, politics and government policies
embedded in the setting will affect trust indirectly by
influencing the relationship between social uncertainty

and perceptions of trustworthiness.

Proposition 4: Cultural differences between blacks and
whites may account for the differences in propensity to
trust between the two groups such that high propensity
to trust will have a positive effect on the focal
organi sationdés trust i.n th
Proposition 5: In alliances between HDIs and TCs, the

salient cultural differences will influence the focal
or gani s arceptions dhat thp trustee organisation
is trustworthy prior to information about the trustee

becoming available.
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Element

Propositions

Trustworthiness
Trustworthiness refers to the
elements or antecedents of trust
which are perceived competence
or ability, benevolence, concern
or caring, integrity, openness and
reliability

Competence/Ability:

This is the tru
belief that the trustee
organisation will perform its
duties and responsibilities
because either it is competent or
because it possesses the

requisite expertise

Propensity to trust:

Refers to the dispositional
component of trust that is
relatively stable and influences
the likelihood that the trustor will
trust others regardless of the
situation. It develops through past
social experiences as the
predisposition to trust others
evolves. It also explains why
people differ in their inclination to

trust others

Proposition 6: The focal TCs or HDIs that experience
their partners as trustworthy will perceive trust to be a
foundation of their business alliances.

Proposition 7: Focal HDIs will form business alliances
with the more resourced and experienced TC
counterparts with the primary purpose of accessing the
T C p ar busiressd&isowledge so that they can be

empowered in terms of business skills and knowledge.

Proposition 8: In alliances between HDIs and TCs,
prior information about the HDI partner becoming
available as well as the generalised belief about the
inadequacy of the business skills and capital amongst
the HDIs will result in HDI partners being perceived as

lower in ability trust.

Proposition 9: The focal HDI or TC organisations that
are high in propensity to trust will demonstrate stronger
trust in the HDI or TC partners than may otherwise have

been the case.
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Element

Propositions

Economic Empowerment:
Economic empowerment is the
extent to which the previously
disadvantaged people find
meaning in their pursued
economic activity which
challenges their capabilities to
perform relevant tasks skilfully
with a substantial degree of
autonomy in such a manner that
they feel that they can influence
the economic outcomes of their
activity

Relational small wins:

Refers to a situation in which the
focal organisation commits to
accomplishing smaller projects in
order to ensure both the viability
and the trustworthiness of the
The

wins

trustee organisation.

achievement of small
lessens social uncertainty as it
increases both the viability of the
the

trustworthiness of the partner

investment and

organisation

Proposition 10: Based on issues such as fronting and
window-dressing and prior information about the TC
TCs that
unsuspecting and least experienced HDIs to form

partner becoming available, approach
business alliances will be viewed with distrust and as

lower in trustworthiness.

Proposition 11: Relational small wins will influence the
relationship between social uncertainty and perceptions

of trustworthiness.

Proposition 12: In alliances between HDIs and TCs, as
a result of the practice of window-dressing on the part of
TCs, the focal HDIs will use relational small wins in
anticipation of unscrupulous or untrustworthy behaviour

by the latter.

Proposition 13: In alliances between HDIs and TCs,
the latter will prefer relational small wins in anticipation
of a lack of performance owing to a perceived lack of

ability or competence on the side of the former.
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Element

Propositions

Proposition 14: The outcomes of the relational small
wins wil./ influence the f
perceptions of risk and whether willingness to take risk
translates into the decision to the association between
trust and risk-taking such that positive relational
outcomes will result in to risk-taking act(s) on the part of
the latter.

Proposition 15: Positive outcomes from the risk-taking
behaviour will decrease the focal or trustor
organi sationbds feelings a
and result in a willingness to make larger investments in

the alliance.

Proposition 16: Negative outcomes from the risk-taking
behaviour will result in perceptions of increased
vulnerability on the part of the focal or trustor
organisation which will strain the relationship and may

result in the alliance being discontinued.

Proposition 17: The trustor highr
perceptions of risk will lessen the chances that the risk-

taking act will occur.

Proposition 18: In alliances between TCs and HDIs,
the focal organisation will use formal contracts and
relational small wins if it perceives risk with the partner

organisation to be high.
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In concluding the discussion in this section, it is pointed out that section 3.4.4 contained a
summary of the key attributes of and the assumptions underlying the proposed theoretical
organisational trust model. The proposed model borrows its core elements from the existing
literature on organisational trust although some aspects of the model are borrowed from the
notion of collective real options. As already explained, collective real options refer to an
action that is aimed at uncovering the environmental and social information that is essential

for managing environmental and social uncertainty (McCarter et al., 2011).

In the context of this study, the borrowed construct of collective real options may, for lack of
a better word, be termed individual or personal real options as this study assumes that the
decision or behaviour aimed at uncovering environmental and social information resides with
the trustor. The preference for and aptness of the notion of personal or individual real
options are explained later. The view that real options reside with the trustor and are
disconnected with the trustee coheres with the fundamental assumption made in the study
regarding the conceptualisation of the construct of trust. In the context of the study
organi sational trust is conceptualised as the t
be vulnerable to the actions of the trustee organisation based on the beliefs, expectations
and feelings rooted in the context of the trustor, including culture, politics and socio-
economic issues, that the partner organisation will perform a particular action important to
the trustor, irrespective of the ability of the trustor to monitor or control the partnered
organisation. Therefore, in the context of this study, the construct of trust excludes the
notion of mutuality. The construct distinguishes between the trustor and the trustee. It is
only the trustor who is able to render him/herself vulnerable to the actions of the trustee.
The notion of individual real options may serve as a more appropriate substitute for
collective real options because it is in harmony with the concept of trust as relevant to this

study.

However, it may also be said that the concept of collective real options remains suitable on
the basis of the conceptualisation of trust by McCarter et al. (2011) which excludes
mutuality. It may also remain appropriate if their notion of collective real options does not
assume certainty regarding prospects for bus
trustworthiness. In other words, the focal organisation will entertain beliefs, expectations

and feelings about the trustworthiness of the partner organisation.

One of the theoretical aims of the study is to conceptualise the construct and elements of
trust and how they relate to business alliances in the South African economic empowerment

context. In order to address this theoretical aim, the study sought out to develop a
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theoretical model of trust in an economic empowerment domain. The development of a
theoretical model includes conceptualising the construct and elements of trust and how they
relate to business alliances in the South African economic empowerment context. In its
guest to resolve answer this question and address this theoretical aim of the study, a
theoretical model of trust was developed and presented. The model borrows from existing
literature on organisational trust. The study may be seen as a response to the call by
Schoorman et al. (2007) to researchers to theorise and empirically examine organisational

trust in various contexts and cultures.

It was deemed to be of primary importance to address this theoretical question of the study
as the resolution of some of the empirical aims of the study hinged on this. For example,
one of the empirical aims of the study was to evaluate the empirically manifested elements
of trust in the light of the theoretical elements. The other empirical aim of the study was to
integrate the theoretical and empirically manifested elements of trust into a model for

understanding the concept of trust in business alliances between TCs and HDIs.

The theoretical aims of the study were resolved by developing a model that comprised
specific identifiable elements. No previous study has theorised about organisational trust in

alliances between TCs and HDIs.

3.5 IMPLICATIONS FOR INDUSTRIAL AND ORGANISATIONAL PSYCHOLOGY

It is incumbent on psychologists to be optimistic about the resolution of social maladies
(Kugler & Bornstein, 2013; Weick, 1984). The way in which such social problems are
phrased is fundamental to seeing these problems in a different light and perceiving them as
surmountable. Clearly 1-O Psychology has a major role in understanding how people and
organisations of varying modes are often overwhelmed by the manner in which they view
social problems. Schreuder and Coetzee (2010) also observed that I1-O Psychology and its
research areas have developed to the point where they have become geared towards
addressing the changing needs of societies and organisations in order to generate
knowledge that ensures competitiveness in both globally and nationally changing contexts.
Johnson and Cassell (2001) asserted that, in changing times, investigating the world of work
entails a radical break with the past. Schreuder and Coetzee (2010) maintained that, in both
their practice and their research, it is imperative that 1-O psychologists recognise the
significance of the national vision of an inclusive society that endeavours to further the

participation of those groups that were previously disadvantaged.
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It is in the light of the above that this section examines the implications of this theoretical
study. Industrial & Organisational Psychology may be broadly explained as the study of the
human aspect of an organisation. As a subfield of Industrial and Organisational Psychology,
organisational behaviour is viewed as the study of complex social systems which referred to
as organisations and the behaviour of people in such organisational settings (Katz & Kahn,
1978; Simons & Buitenbach, 2013). From its inception, Industrial and Organisational
Psychology endeavoured to create more competitive business organisations than had
previously been the case. The primary focus of Industrial and Organisational Psychology has
always been predominantly on the human aspect of the organisation and those behaviours
that are central to the creation of more competitive organisations. The literature review
identified the significant role of trust in organisations and business alliances as regards
performance and competitiveness (Aalbers, 2010; Krishnan et al., 2006; McCarter, 2011).

A detailed literature review of relevant theory was undertaken in order to lay the foundation
for a conceptual integrated model, based on existing literature, and on organisational trust
and simultaneously encapsulating and embodying the unique South African setting as well
as comparable settings. Although several South African research studies on organisational
trust were noted in the existing literature, not one of these studies has addressed the
phenomenon of business alliances between HDIs and TCs. For example, Martins and Von
der O h @2 studied2tBbe employer-employee relationship as it pertained to the trust
relationship between top management, the immediate manager and lower level employees
while Bews and Rossouw (2002) investigated change and organisational trust. Gefen et al.
(2005) involved a South African sample with a focus outside of the realm of organisational
trust in alliances and reported that, in instances of large cultural diversity, trust becomes less
importance because it can no longer reduce social uncertainty. The proposed integrated
model provides a conceptual foundation for a perspective on organisational trust in alliances
between HDIs and TCs. Vast challenges in respect of trust face these alliances. The
proposed integrated model does not derive from one but from several conceptualisations
and models of organisational trust and strives to function as a cohesive, broad but
parsimonious model that is in harmony with the black economic empowerment setting in
South Africa. It is hoped that this chapter in general and the proposed integrated model, in
particular, will stimulate debates characterised by trepidation, refutations, corroborations and
validations among [-O psychologists. Such debates are vital to viable and improved
practices in the field of organisational trust in general and inter-organisational trust in black

economic empowerment settings in particular.
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An understanding organisational trust is important for managers i n todayobs busi
organisations where constructive relationships between people are central to performance.

Such relationships as characterised by trust are even more important in inter-organisational

relations. It is anticipated that I-O psychologists may use this chapter and the proposed

model in order to develop insights into the field of inter-organisational trust. As individuals

concerned with the profession and practice of the human aspect of the organisation, I-O
psychologists may then use these insights to conceive of specific management tasks that

will enhance trust in alliances between HDIs and TCs. Using the construct of affective trust

as an example, 1-O psychologists purportedly have a solid grounding in and understanding

of emotions. It is, however, essential that manager s | earn that maynebds af
influence relationships with others and also influence the decisions of others and, ultimately,

the chances of enhancing trust and improving social interaction (Andrade & Ho, 2008).

Negative emotions decrease trust if such negative emotions create uncertainty about the

prevailing situation. I-O psychologists are ideally situated to help to managers understand

that there are different ways in which to foster affective trust and that such affective trust

requires time in which to evolve. Thus, short-term positive outcomes may be sacrificed for

longer term benefits.

The notion of propensity to trust as anchored in cultural factors is likely to provide a more
realistic assessment of t than mayathdrwise hadesheenthe | i nat i
case. I-O psychologists may assist in developing manageme n t understanding that
elements of trustworthiness are significant but that the inclination of the various cultural

groups to trust others has a balancing effect on perceptions of trustworthiness.

Culture has been identified as one of the pivotal contextual factors significant in the study of
trust in alliances between HDIs and TCs. The model hypothesised that culture is influential in
shaping propensity to trust and perceptions of trustworthiness. This makes it imperative for |-
O psychologists to emphasise the significance of diversity management to alliance partners,
managers and others involved in such alliances. In fact ignoring the contextual factors may
be detrimental to the building of trust in an alliance while an understanding of contextual
factors may help partners and managers to learn about and be aware of cultural differences

and to appreciate such differences.

Organisational trust has moved from the periphery to the centre of organisational theory and
research both within and across organisational boundaries (Kramer, 1999). Within this space
of organisational trust the implications for the practice of Industrial and Organisational

Psychology necessitate an expanded role for psychologists. It is significant that Industrial
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and Organisational Psychology sees its role not as limited to the conventional organisation
or mode of organising (Maier & Meyer, 2011). The emergence and subsequent proliferation
of alliances towards the end of the last century has provided scope for an expanded role and
increased practice of Industrial and Organisational Psychology. As a discipline and a
practice that focus on the human aspect of the organisation, Industrial and Organisational
Psychology is ideally positioned to refine and deepen the understanding of the complex
phenomenon of trust at different foci. Given the detailed and rich descriptions of the context
within which this study is grounded and wherein the theoretical model is rooted, the
proposed model may potentially inform trust-related alliance practices in an empowerment
context. Thus, while it remains theoretical, the potency of the proposed integrated model lies
in its potential relevance and application to both the South African and to comparable
settings.

The literature review revealed that much has been written about trust in business alliances.
However, both the conceptual and the empirical research into alliances in empowerment
domains are grossly inadequate. This chapter contributes to this deficiency by proposing a
model that will enhance the understanding of alliances in this domain. However, beyond the
role of developing an insightful understanding into the phenomena of trust, it is believed that
this theoretical chapter will also make a small contribution that has the potential to influence
future theory and research into organisational trust. By explicitly and emphatically studying
organisational trust in alliances in an empowerment domain, the study is contributing to
establishing a role for Industrial and Organisational Psychology in this field. In addition, the
proposed integrated theoretical model may provide preliminary insights that contribute to the
existing body of knowledge on trust in alliances in an empowerment domain. While it may be
argued from a functionalist or positivist perspective that it is not possible for the model to be
generalised and applied to South African and other settings because it has not been
validated, it is hoped that the model will, nevertheless, provide a point of departure and a

signpost for future research into trust in alliances in an empowerment domain.

The utility of the model at the proposition stage may be enhanced by the involvement of
industrial psychologists in examining it to ensure that future research focuses on the
constituent elements of the model in order either to validate or invalidate the model , at least,
investigate the relevance of the constituent elements. The industrial psychologist is best
positioned to use the recommendations of the study as a benchmark for practitioners in the
field of alliances in the empowerment context. Such initiatives may facilitate the
understanding of inter-organisational trust in empowerment domains similar to that in South

Africa. Industrial and Organisational Psychology has paid cursory attention to the role of trust
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in inter-organisational co-operation. However, trust as a crucial component that drives the
long-term sustainability of alliances merits the attention of Industrial and Organisational
Psychology so as to facilitate the increased competiti veness t hat t od

organisations seek.

Despite the overarching influence of globalisation on business organisations, local issues
tend to assume greater significance when one studies organisational trust. According to
Ertug et al. (2013), in spite of globalisation, nations continue to dominate the prevailing
image of the world. Nevertheless, managers should be aware of both the global and the
local issues pertinent to their roles in alliances.

This theoretical chapter has practical implications for organisations in partnerships or
alliances. The effective functioning of an alliance cannot rely solely on control measures
such as contracts. The vital role of trust is highlighted as an aspect that the members of
alliances must work in order to develop. Trust does not develop automatically in alliances.
There are specific criteria that alliance partners use to evaluate whether the partner is worth

trusting. It is, thus, vital that managers become aware that trust has to be cultivated.

3.6 CRITICAL EVALUATION AND SYNTHESIS

The view that the construct of organisational trust is a significant area of enquiry for
disciplines such as psychology, sociology, management and economics has already been
recognised (Colquit et al., 2007; Kramer, 1999; Mayer & Davis, 1999; Paliszkiewicz &
Koohang, 2013). The multidisciplinary perspective has expanded and strengthened the
existing literature on trust (McKnight & Chervany, 2002). Judging by the number of
disciplines and the breadth of the research, it is commonly assumed that significant scientific
research on trust is taking place and making progress. However, the broad based
multidisciplinary perspective has also contributed significantly to the multiple definitions and

conceptualisations of trust and the resultant confusion (Colquitt et al., 2007; Kramer, 1999).

McKnight and Chervany (2002) argued that advances in a scientific field are reflected by
researchers being able to clearly specify the state of progress of the research. However, the
diversity in the definitions and conceptualisations of trust render the assessment of such
scientific progress implausible. For example, Mayer et al. (1995) observed that some
researchers tended to obfuscate the construct of trust with both its antecedents and its
consequences. Gill et al. (2005) criticised the conceptualisation of trust as a multi-
component variable with three distinct, but interrelated, dimensions which include propensity

to trust, perceived trustworthiness and cooperative and monitoring behaviours. In their
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contention, propensity to trust should be considered more appropriately as an antecedent
rather than as a dimension of trust. In the milieu with diverging definitions and
conceptualisations of the construct and the attendant constructs or sub-constructs, the
meaning of organisational trust remains blurred. The accumulated body of research may not
be a sign of advances in the field because the evidence gathered over the years may not be
comparable. As McKnight and Chervany (2002) stated that the diversity of both the
theoretical conceptualisations and empirical substantiation of trust in the various studies
could not be summed. At the heart of the problem is the lack of clear conceptual definitions
that results in a nomological network fraught with gaps and overlaps (McKnight & Chervany,
2002). Effective conceptualisation of trust should precede both construct validation and the
substantive research into the construct. Congruence and coherence in terms of definitions
and conceptualisation would greatly contribute to ensuring that the theoretical formulations
and empirical research on trust are commensurable and, therefore, they build on each other.

Kramer (1999) noted the absence of an integrative theory of organisational trust in the mist
of the impressive proliferation of theories in the field. The rapid rate at which empirical
evidence is expanding is not being accompanied by a concomitant increase in studies that
use the overarching concepts and multiple-level measures that are essential for bridging the
diverse conceptions from the economic, sociological and social psychology perspectives
(Kramer, 1999).

One of the major shortcomings of the model propounded by Mayer et al. (1995) is its
exclusive focus on the cognitive aspects of trust. This emanates from the fact that the model
focus on the way in which the parties to the relationship process information about others
(Schoorman et al., 2007). However, the existing literature correctly identified affects as
antecedents of organisational trust despite the fact that affective trust tends to work in a
different way compared to cognitive trust (Fan et al., 2012; Webber, 2008). However, the

proposed model takes into consideration the role of affects in organisational trust.

The notion that trust evolves over time as the relationship develops underlines the
significance of longer duration studies or, at least, data on alliances that have been in
existence for a reasonable time period. Short-term teams studies conducted in laboratories
have also been criticised on the grounds that they do not take into account the temporal
nature of trust (Webber, 2008). Such studies do not afford researchers an opportunity to
observe of the long-term evolution of trust because they are relatively ephemeral. For
example, some researchers have argued that the typical lack of multi-dimensionality in trust

studies may be attributed to the short-term teams studies conducted in laboratories

171



(Webber, 2008). According to Schoorman et al. (2007), the close link between benevolence
and integrity found in laboratory studies is the result of the fact that the temporal dynamics of
benevolence had not yet emerged. Mayer et al. (1995) acknowledged and amplified the

significance of the time dimension in trust.

While many research studies have explained the positive impact of organisational trust on
organisational or alliance performance, relatively few studies have focused on the probable
impact of organisational performance on organisational trust. The unidirectional view of the
impact of organisational trust on performance has been criticised and is said to discount the
sophisticated interplay between the two and blind many from conjecturing about the impact
of alliance performance on organisational trust (Mohr & Puck, 2013; Silva et al., 2012).

In the main, the bulk of research on organisational trust is dominated by research and
literature that purportedly originates from the Western workplace. Models and frameworks
developed in the Anglo-Saxon world of work are embraced and applied outside of this
sphere without either questioning or adapting them to the local conditions. There is an
implicit assumption that the research conducted into work samples from the Western world
represents the rest of the world of work population. As Heinrich, Heine, and Norenzayan
(2010) aptly noted, the assumption is that there are minor differences across the human
populatonort hat t hese fistandard subj ect s d Hawewr,
this is not to surreptitiously introduce such a discussion on the controversial and purported
universality of the Anglo-Saxon world as the standard with which to judge the rest of the
world into this study rather to assert the inimitability of people across countries and cultures.
The assertion of such inimitability is not to dispute the credence of the Anglo-Saxon
renditions but rather to embrace the argument that contextual and cultural milieus and
historical events frame organisational reality. As Mashegoane and Moalusi (2002) observed,
concepts, models and theories of organisational phenomenon such as trust may primarily be
renditions of organisation and behaviour within the dominant Anglo-Saxon world of work.
However, Heinrich et al. (2010) recommended that researchers should strive to be less
cavalier in addressing questions about human nature on the basis of data drawn from less
representative samples. Nevertheless, it should also be noted that research into
organisational trust is also emerging from outside the Anglo-Saxon world of work (Huang, Li,
Zhang, Cai, & Wang, 2011; Heffernan, 2004; Fadol & Sandhu, 2013). However, the extent, if
any, to which concepts, theories and models are indigenised or embedded in the contextual

and cultural milieu that frame organisational reality may be questionable.
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3.7 LIMITATIONS

Research on organisational trust has made significant progress from the initial individual
dispositional view of trust to a more elaborate view that extends the construct to inter-
organisational conceptualisations. However, the large body of research on organisational

trust is not without limitations.

The authoritative and potent nature of the models proposed by Mayer et al. (1995) and
Mishra (1996) (the two models reviewed at length in this chapter) may be inferred from the
amount of critical debates they have triggered, the number of empirical research studies that
have borrowed from the models and the research that has sought either to refute or to
corroborate the models. The majority of the literature on organisational trust reviewed
supports the temporal nature of the construct (Aalbers, 2010; Mayer et al., 1995; Schoorman
et al., 2007; Webber, 2008). It has been argued that the foundation of alliance relationships
is formal contracts between the partners. However, the role of trust is reported to increase
with the evolution of the relationship over time while the alliance may come to rely less on
explicit formal agreements with time (Cropanzano & Mitchell, 2005). Embedded in the
assumption of the temporal nature of trust is the fact that the partners in long-term alliances
have known their partners over a longer period of time as compared to those in short-term
alliances and, thus, that such alliances are likely to be characterised by trust. One of the
limitations of the research on trust is that some of the research studies were laboratory
studies of a short duration. The use of such research designs has two ramifications, namely
(1) the fact that they are experimental and not based on real world or natural settings and (2)
the fact that they are of a short duration. These two ramifications may militate against the
assumptions embedded in trust theory (1) as when people act because the experiment is not
embedded in the real life world and (2) as short duration studies have the effect of
precluding the evolution of trust, particularly affective trust which is a feature of the

interpersonal relationships and the social bonds between the partners (Webber, 2008).

The criticism of the use of experimental studies is often linked with the representativeness of
the sample used. Such criticism in many areas of social science, including social uncertainty
and trust studies, centres around experiments that are often conducted on samples of
university students. As Heinrich et al. (2010) aptly noted, the erroneous assumption is that
there are minor differences across the human popul ati on or that th
are a replica of the rest of the world. The research samples used in experimental studies and
some surveys may, therefore, be regarded as a limitation because, given its characteristics,

the preferred samples of university students are the least likely to be a replica of any
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population (Heinrich et al. 2010). However, the criticisms raised and the issue of either
refuting or corroborating the models using such samples become a futile exercise because
of potential validity and generalisation issues. As a result, the emerging theories are viewed
as artefacts of individualistic and masculine Anglo-American culture and as serving as

surrogates for meaning (Sievers, 1986).

Closely linked to the issue of short duration studies is the scarcity of longitudinal studies that
would provide empirical evidence to strengthen the argument regarding the impact of time
on trust. However, this criticism does not reflect on the organisational trust models per se but
rather on the design of empirical research studies in general.

In the process of seeking generalisability across many settings models may ignore specific
variables pertinent to a particular context. Although the pertinent variables that render the
context unique may sometimes be difficult to detect, they nevertheless, have major
implications for any study, including this one. For example, some relationships are
embedded in hierarchical power differences or may be asymmetrical and this may have
implications for the path that trust may follow (Schoorman, 2007). In recognition of this point,
the proposed integrated organisational trust model designed in this study anticipates a host
of variables that are likely to have implications for the development of trust. Although the
model should be ideal for the South African empowerment domain it should also be possible
to use it in other settings. This assertion is based on the fact that the model is anchored in

existing literature on organisational trust.

The models which were reviewed in this study are not limited to specific industries or
markets. This is not, however, to suggest that such models are not efficacious but it is rather
to argue that, in designing research using the proposed models, researchers should
explicitly share information about the research setting of the alliance such as the relevant
sector and markets. Information on both industry or sector and the dynamic nature of the
markets has been shown to be significant as it illuminates the research findings (Aalbers,
2010; Connell & Mannion, 2006). It sometimes becomes difficult to fully understand the
research findings if one is unaware of the nuances of meaning that the sector and the
dynamic nature of the markets may imply and, thus, specifying such vital information would
probably facilitate the reading or interpretations of research into trust. The proposed
organisational trust model was cognisant of these issues and circumvented this limitation by

placing a premium on the vitality of such situational and contextual information.

There has been much support for the notion of fjust enoughotrust as both low and high trust

have come under criticism (Bierly Il & Gallagher, 2007). The divulging of organisational
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secrets and opportunistic behaviour on the part of the trustee have been shown to derive
partly from either too much or unwarranted trust. On the other hand, the hazards of low trust
in alliances have also been demonstrated and the need for the calibration of the level of trust
advocated (Parkhe, 1998). When companies work together to achieve common objectives,
low trust often becomes detrimental to alliance innovation (Bidault & Castello 2010).
However, what constitutes sufficient trust remains questionable. Could there be a universal
measure of the adequacy of the trust in alliances? How would one define the adequacy of
trust in cross-cultural settings? What is the role of the nature of the industry or the sector and
the markets or, even more complicated, what is the impact of contextual factors on the
notion of an adequate degree of trust? These issues are anticipated but without any answers
being supplied to these symbolic questions. According to the existing literature the inclination
to trust is shaped by contextual factors such as culture. The notion of relational small wins
that forms part of the model will provide direct inputs into the practical definition of trust as it
refers to each of the parties to the alliance.

Within border alliances in many places of the world operate in terrains with which they are
familiar although the situation changes once inter-organisational linkages occur across
national borders (Ertug et al., 2013). The increase in the importance of contextual factors,
particularly culture, accentuates their impact on propensity to trust. The notion of propensity
to trust, as anchored in cultural factors, is likely to provide a more realistic assessment of the
partner 6s i ncl i nadonstitites & dalantimguedféct oa ercaptions of

trustworthiness.

The strength of this proposed model is its adopted notion of relational small wins. The
uniqueness of the South African socio-economic setting as regards the asymmetrical
distribution of resources between black people or the historically disadvantaged and the
white segments of the society render this notion attractive. Firstly, small wins may constitute
a recoghnition of the social uncertainty resulting from decades of separate development which
inculcated distrust among the various population groups. Through relational small wins
people from across the racial divide may come to trust each other. Secondly, small wins may
be compatible with the scarcity of resources and skills of the historically disadvantaged
people of South Africa. Beginning with smaller projects, as the tenets of relational small wins
dictate, may have two derivatives, namely (a) smaller and less costly projects may enable
individuals from the historically disadvantaged segments of society to participate in
meaningful economic activities and (b) the positive outcomes of small wins may reduce the
perceived vulnerability of the focal partner and increase t h e t r pesdptoms ok the

trustworthiness of the trustee.

175



Generally, propensity to trust is central in moderating perceptions of trustworthiness. The
inclination to trust others originates from contextual factors such as culture. People of
different cultural backgrounds may differ in their inclination to trust others. In the South
African setting, historical social relations may exacerbate the differences between the
various population groups and result in distrust between them. For example, the South
Afficangover nment 6s espoused policies of black econ
as favouring one segment of the society only and, thus, adversely affect perceptions of
trust. These issues have emerged from the existing literature on trust and the two models
elaborated on in this chapter. However, what may not be clear from the two models is
Mc Carter et al.od6s (2011) <creative use of the nof
wins. The impression should not be created that McCarter et al. (2011) invented the
constructs of social uncertainty and relational small wins. However, they are recognised
experts who creatively developed their thesis on trust (for some of the earlier studies on
social uncertainty and small wins refer to Aalbers, 2010; Sniezek, May & Sawyer, 1990;
Post, 1977; Weick, 1984; Zand, 1972). Thus, the proposed integrated model blends
distinctive and dissimilar aspects of trust by introducing into the classical organisational trust
literature the constructs of social uncertainty and relational small wins. Consequently, it is
theorised that the development of trust does not hinge on the antecedents of trust in the
classical sense of the word but rather that the achievement of small wins also has a powerful

impact on such trust development.

This study is the first of its kind to strive to conceptualise trust in an empowerment domain.
To date there has not been any research that seeks to develop a model that encapsulates
trust in alliances between HDIs and TCs in South Africa. However, the novelty of the model
may render it more vulnerable to criticism. However, it is a proposed model only that should
be evaluated on the basis of debates and controversies that it inspires as well as the

refutations and corroborations.

3.8 CHAPTER SUMMARY

This chapter began with a conceptualisation of the construct of organisational trust. Several
definitions were cited and critically evaluated. A definition of organisational trust as
applicable in South Africabs e C 0 ncdechi This veasmp o wer m
followed a review of various theoretical models of organisational trust. Two influential models
in the field of organisational trust were extensively discussed as were research findings

related to these two and also to other models.
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The third section of the chapter discussed the proposed theoretical model of trust. The
model borrows from existing literature on organisational trust and is anchored in the South
African black economic empowerment domain. Several elements of the model are

identifiable.

A critical reflection of the chapter as a whole, including the theory and models or
organisational trust as well as the proposed theoretical organisational trust model, was
conducted. The limitations, gaps and challenges of the model were highlighted.

This chapter may be regarded as the core of the theoretical component of the study. Specific
theoretical research questions were posed in chapter 1. In search of the answers to the
guestions this chapter contained an extensive review of existing literature related to the
study. The relevant research aims posed earlier in chapter 1 are restated below:

Research aim 1: To conceptualise the construct and elements of trust and also how the
elements of trust relate to business alliances in the South African economic empowerment

context.

The evidence that this theoretical aim of the study has been fully addressed may be found in
the definition of the construct of organisational trust and the proposed theoretical

organisational trust model that was presented together with its specific elements.

Research aim 3: To conceptualise the implications of the proposed theoretical model for I-O
Psychology practice

The evidence regarding this third aim of the theoretical study may be found in section 3.5 1
Implications for I-O Psychology. It is vital that managers develop insight into inter-
organisational trust. I-O psychologists may utilise the understanding of organisational trust in
order to conceive of specific management tasks that will enhance the trust in alliances
between HDIs and TCs.
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CHAPTER 4: ORGANISATIONAL TRUST AND AFFECT

Albeit shorter than the other chapters, this chapter has two aims, namely (a) to explain, on
the basis of the existing literature, the notion of emotions or affect in work and non-work
contexts and (b) to posit hypotheses that link the notion of emotions with the focal construct
of organisational trust by way of unravelling the interplay between the two (Fan et al., 2012;
McAllister, 1995; Schoorman et al., 2007; Webber, 2008).

Trust comprises both cognitive and affective dimensions (McAllister, 1995). While the
existing literature on organisational trust generally acknowledges the fundamental role of
cognition in trust, emotions have tended to receive a scant attention and, in some cases,
have been unwittingly excluded from the conceptualisation of trust (Schoorman et al., 2007).
Andersen and Kumar (2006) have also noted that the formation of trust in business
relationships is discussed primarily from the cognitive perspective. Few researchers have
examined emotional or affective trust to comparable intensities (McAllister, 1995). However,
in the majority of relationships characterised by high trust, the trustor has a more positive
affect of the trustee (Straiter, 2005). According to Andersen and Kumar (2006), a lack of
per sonal Achemi stryo or negative emoti on-s
building process or even result in the relationship being terminated. Thus, the desired
emotions are an essential component of collaboration between alliance partners (Ploetner &
Ehret, 2006).

As stated in the previous chapter, affective trust is premised on close emotional bonds and is
anchored in interpersonal care and concern for the other person (Fan, Anantatmula, Nixon,
& Kasprzak, 2012; McAllister, 1995). Smollan (2013) observed that employees who
perceived their supervisors and managers as displaying benevolent trust also displayed
positive affect. It may, therefore, be surmised that a more profound review of the literature
on affect to uncover the intricate, hidden issues associated with emotions is appropriate
given the scanty and superficial attention that the subject has received in the study of
organisational trust. This is so even despite the observation that, in the main, emotions may

be expected to load more highly compared to cognition in shapingthet r ust or s 6

bet w

percenp

ofthet rusteesd® trustworthiness or benevol ence and

The notion of emotions in work and non-work settings is discussed first so as to provide a
clearer and more illuminating background to the subsequent discussion on the interplay

between emotions and cognitive and affective trust.
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4.1 HUMAN ELEMENT IN WORK AND NON-WORK SETTINGS

The review of existing literature revealed that the role of affect in human cognition and
behaviour in both work and non-work contexts has been extensively and intensely studied
(Mulligan, Christie, Kangura, Pankhania, Sambrook, Samson, et al., 2014; Rosen, Hatrris, &
Kacmar, 2009; Seo, Bartunek, & Barrett, 2004; Watson, Clark, & Tellegen, 1988; Watson et
al., 2014). Researchers have often used different approaches as lenses in order to study
moods and emotions in both work and non-work contexts (Cropanzano, Weiss, Hale, & Rep,
2003; Sinkovics, Zagelmeyer, & Kusstatscher, 2011). For example, among the taxonomies
used for analysing affective experiences are the affective events theory and the cognitive
appraisal theory.

Briefly, affective events theory postulates that events and objects internal to the workplace
trigger human affect (Cropanzano & Dasborough, 2015; Cropanzano et al., 2003; Weiss et
al., 1999). As a result, employees experience positive and negative emotions which, in turn,
impact on behaviour. Events that are perceived as presenting hindrances to the
achievement of goals often lead to negative affective responses while those perceived as
facilitating the achievement of goals leading to positive affective response. In addition,
individual differences mediate the impact of emotions on behaviour. Both positive and
negative affect play a significant role in that a plethora of work attitudes and factors internal
to the work environment are associated with emotions (Ashkanasy, 2002; Ashton-James &
Ashkanasy, 2015; Cropanzano et al., 2003; Sinkovics et al., 2011). Ashkanasy and Ashton-
James (2008) as well as Ashton-James and Ashkanasy (2015) have proposed that the affect
events theory be modified so that it does not focus solely on the events and objects internal

to the organisation to the exclusion of those which are external.

According to cognitive appraisal theory, individuals have unique ways of construing the
significance of a stressful situation in their lives. Emotions are aroused when individuals
evaluate a situation or an event subjectively. This subjectivity in the appraisal of an event
raises the possibility of discrete emotions. This implies that two individuals experiencing the
same event may display different emotional responses because of their individual subjective
appraisals. It is, therefore, not so much a specific event that elicits the emotion as it is the
psychological appraisal of the event (Lazarus & Folkman, 1987). As a result, individuals
may appraise the situation either positively or negatively. Research on cognitive appraisal
theory often uses the cognitive appraisal as a mediating mechanism between a stressful

situation and the outcomes of coping (Cropanzano et al., 2003; Lazarus & Folkman, 1987).
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Thus far, the concepts of emotions, moods and affect have been used interchangeably.
Moods and emotions are seen as closely related but distinguished by their duration and/or
intensity diffuseness (Cropanzano et al., 2003). Emotions are viewed as more intense than
moods and last for a short duration (Watson et al., 1988). In addition to the subjective
feelings associated with emotions, physiological and behavioural components such as a
rapid increase in heart rate are typical of emotions (Stanton & Watson, 2014a). As regards
diffuseness, emotions have an object or defining event that forms part of the subjective
experience, for example, the fear aroused by a specific event. The connection between
emotions and their causes may be clearly observed. On the other hand, moods are
considered as subjective feeling states with a longer duration than moods, which can last
hours or days (Stanton & Watson, 2014a; Watson et al., 1988). In addition, moods are not
characterised by an object of interest or defining event and are detached from their
proximate causes (Cropanzano et al., 2003).

Cropanzano et al. (2003) have suggested that mood experiences are not always emotional
in nature. This suggests that emotions always involve some aspect of mood but all moods
do not involve some aspect of emotion. However, this study will adopt the approach that
positive affect (PA) and negative affect (NA) affective state dimensions are related to the
affective trait dimensions of positive and negative emotionality which reflect individual
differences in emotional reactivity (Watson et al., 1988). The state-experienced emotions are
triggered by what happens to individuals and their traits (Garcia-Faliéres & Herrbach, 2014).
A high trait PA has also been seen as a reflection of a general tendency to experience state
PA (Gilmore, Hu, Wei, Tetrick, & Zaccaro, 2013) with researchers also explaining high trait

PA as a reflection of the general tendency to interpret environmental stimuli in positive ways.

The measures developed by Watson and his colleagues (1988) are sensitive to fluctuations
in mood when used with short-term instructions such as to the extent to which an individual
feels at that point about the alliance in which the individual is involved. When used with
longer-term instructions they tend to reveal trait-like stability such as the extent to which an
individual has felt in a particulars way about the alliance in which the individual is involved.
For the purposes of this study the notion of affect or affective experience is preferred
because it is in the lexicon of Watson et al. (1988). The study uses the Positive and
Negative Affect Schedule (PANAS) scales that were developed and which have become

synonymous with Watson et al. (1988).

According to Cropanzano et al. (2003), two structures have been used in order to organise

human affective experience and each includes two constructs. The first structure comprises
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hedonic tone and affect intensity while the second structure comprises positive affectivity
and negative affectivity. As regards the anchoring of hedonic tone, two poles are identified,
namely, the high or positive pole associated with pleasant feelings and the low or negative
pole which is associated with unpleasant feelings such as sadness. Affect intensity explains
the force with which a feeling is experienced. This indicates that affect would be strong at
the high pole and weak at the low pole (Cropanzano et al., 2003). The second structure of
human affective experience comprises positive affectivity and negative affectivity. Positive
affectivity is explained as the tendency to experience intense pleasant feelings while
negative affectivity refers to the tendency to experience intense unpleasant feelings
(Cropanzano et al., 2003). The high pole of positive feelings is anchored in pleasant affect
such as enthusiasm but, at the low, such feelings are non-existent. Similarly, the high pole
of negative feelings such as anger is anchored in unpleasant feelings but these feelings are
absent at the low pole (Cropanzano et al., 2003).

Both structures have been used extensively over the years (Russell & Barrett, 1999;
Tellegen, Watson, & Clark, 1999; Watson et al.,, 1988; Watson et al., 2014b; Weiss,
Nicholas, Daus, 1999). This study recognises the efficacy of both structures and reports on
research on both. The positive affectivity and negative affectivity structure for organising
human affectivity is regarded as viable and useful but it should also be understood as part of
a larger taxonomic structure (Cropanzano et al., 2003). However, for the reasons explained
above the study may be said to lean more towards the positive affectivity and negative

affectivity structure to organising human affectivity as compared to the other structure.

Affect is central to the way in which people appraise their environments and produce
cognitive and behavioural responses appropriate to their effective functioning (Dong, Seo, &
Bartol, 2014; Seo & Barrett, 2007; Sloan & Oliver, 2013; Stanley, 2014; Tahtinen & Blois,
2011). As has often been stated, in organisational settings, employees do not make sense
of what is going on around them in a neutral way because of the feelings they experience
(Bartunek, Rousseau, Rudolph, & DePalma, 2006). Thus, the need to pay attention to
affective experience because of its capacity to influence business alliance functioning has

oftenbeenarguedMi r i | & Hernaus, 2011).

Affect is viewed as influential in the way in which individuals approach and understand
experience and also how they deal with their tasks and situations (Jain, et al., 2012; Rosen
et al., 2009; Seo & Barrett, 2007; Sloan & Oliver, 2013; Stanley & McDowell, 2013).
Although people sometimes express what they think about an issue it is the affective

reaction that occasions both their thinking and their judgments (Bartunek et al., 2006; Weiss
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et al., 1999). Tahtinen and Blois (2011) have observed that there is a stream of thought that
argues that cognitive processes such as decision making and human actions are embedded
in emotions and, therefore, such cognitive processes and emotions are inextricably linked so

that it is not possible to separate them in a meaningful way.

Although the credence of affect in organisational settings was originally considered as
secondary, research conducted at the beginning of the 1980s started to view emotions as
deep-rooted in every aspect of organisational life. Emotions were crudely classified into
negative and positive emotions so as to reflect the functional and dysfunctional or
maladaptive role of affects in human functioning (Dong et al., 2014; Zineldin & Hytter, 2012).
Emotions are now considered as a fact of organisational life and are, in fact, often referred to
as the fAhuman el e men ings (Sem& Barretyy 2007; Seadt al.p2012) s et t i

Humans are considered to be capable of regulating their emotions both during and after the
occurrence of an event that arouses emotions (Lee & Selart, 2011). Cognitive reappraisal is
invoked to cognitively change the interpretation of a situation so that the affective impact of
the situation is minimised. This ultimately changes the subsequent trajectory of the affective
responses (Lee & Selart, 2011; McRae, Jacobs, Ray, John, & Cross, 2012).

Stanton and Watson (2014a) viewed affect as serving the useful purpose of adaptation while
Seo and Barrett (2007) illustrated that people are capable of experiencing intense feelings
during decision making and, simultaneously, regulating such feelings so that they do not
induce bias that may affect the quality of the decisions made. They concluded that people

who experienced intense feelings achieved higher decision making performance.

The significance of emotions has been explored in the existing literature in both the long-
and short-term realms as affective dispositions and affective states experienced respectively
(Watson et al., 2014a; Steger, Littman-Ovadia, Miller, Menger, & Rothman, 2012). The
affective dispositions and affective states of individuals who participate in alliances may
shape and be influenced by their experiences in such alliances (Andersen & Kumar, 2006;
Tahtinen & Blois, 2011). According to Andersen and Kumar (2006), affect shapes the
behaviour of individuals in a relationship and, simultaneously, their perceptions of the
trustworthiness of each other. It is contended that participation in alliances may create
transient emotions and that such affective experiences, especially if they become intense in
due course, may evolve into an architect of individual behaviour as the behaviour may
persist for a long time beyond the life of the alliance. The suspected impact of affective

experiences on behaviour may leave indelible prints on the long-term coping behaviour of
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people, depending on whether it is positive or negative (Seo, Taylor, Hill, Zhang, Tesluk, &
Lorinkova, 2012).

Affect plays a central role in the initiation, development, sustenance and dissolution of
relationships between people as well as organisations (Andersen & Kumar, 2006). For
example, the emotional turmoil stimulated by the notion of the survivor syndrome has
become a veritable fact for organisations effecting downsizing (Agwu et al., 2014). In this
regard research on the debilitating effects of downsizing and the consequent emotional
scars on both the victims and the survivors of downsizing initiatives is recognised and well-
documented (Agwu et al., 2014; Brenner, Andreeva, Theorell, Goldberg, Westerlund,
Leineweber, Hanson, Imbernon, & Bonnaud, 2014).

Similarly, the concept of the merger syndrome as embedded in mergers and acquisitions
reflects the emotional turmoil triggered by uncertainty regarding a host of issues that include
the possibility of job losses and threats to social identity and that may remain with those
affected long after the merger has been completed (Sinkovics et al., 2011). The emotional
impact of change initiatives on the recipients or employees is also well-documented
(Bernstrgm & Kjekshus, 2014; Debesay, Harslgf, Rechel, & Vike, 2014; Smollan, 2013). The
consequences of affective experiences or both negative and positive emotions and the way
in which these contribute to either ineffective or effective coping have also been chronicled
(Seo et al., 2012).

Unconventional modes of organising such as virtual organisations and work teams have
grown over the years. Technological advancement has intensified the formation of both
virtual organisations and globally distributed work teams (Crisp & Jarvenpaa, 2013; Mansor
& Mirahsani, 2012). The growing number of virtual organisations and collaborative networks
has further compounded the thinking on the role of affects in the modern world of work
(Baralou & Mclnnes, 2013; Belkin, Kurtzberg, & Naquin, 2013; Ferrada & Camarinha-Matos,
2012). However, emotions have also been identified as playing a vital role in such
institutions (Belkin et al., 2013). In adopting a communicative view of emotion that relied on
text-based computer-mediated communication such as instant messaging and emails as a
form of interaction, Baralou and Mclnnes (2013) illustrated how affects manifest in virtual
organisations. It has been observed that, in collaborative networks, the significance of
affects is accentuated by the fact that they may either enhance or decrease motivation and

conflict resolution (Ferrada & Camarinha-Matos, 2012).
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Although the existing literature abounds with empirical research on the significance of
affects, the question of whether they are either functional or maladaptive is still frequently
asked (Seo & Barrett, 2007; Stanton & Watson, 2014a; Stanton & Watson, 2014b). Larson
and McGraw (2014) have conducted an intricate exploration of the manifestation of affects
and how they affect human performance. On the other hand, Seo and Barrett (2007)
believed that whether affects are either functional or dysfunctional in terms of decision
making or whether they are bias-inducing or decision-facilitating depends on how people
experience feelings and what they do about such feelings when making decisions. People
may experience intense feelings during decision making and, simultaneously, regulate such
feelings so that the feelings do not induce a bias that may affect the quality of the decisions
made (Seo & Barrett, 2007). However, existing literature has also revealed that the issue of
whether one is experiencing positive or negative emotions is of vital importance as this may
have different implications for relationships (Andersen & Kumar, 2006; Tahtinen & Blois,
2011).

Accordingly, in organisational settings whether employees express or exhibit positive or
negative emotion is of interest because of the implications that affect has on behaviour
(Rosen et al., 2009; Sinkovics et al., 2011). For example, the literature review revealed that
positive mood tends to have a favourable impact on employee behaviours because
employees perceive their co-workers favourably and are likely to engage in organisational
citizenship behaviour as well as to enhance relationships (Jain et al., 2012; Tahtinen & Blois,
2011). In business alliances positive affect is said to play a significant role in the

resuscitation of problematic alliances (Andersen & Kumar, 2006).

Organisations sometimes use developmental job experience in order to enhance the career
success for employees and to improve the human capital of the organisation (Dong et al.,
2014). However, the thrust of such developmental initiatives may be perceived or
experienced differently by different individuals and may, ultimately, elicit different feelings in
the employees concerned. Those who experience pleasant feelings during developmental
job experience may, compared to those experience unpleasant emotions, exhibit greater
engagement, competence, creativity and adaptability, thus fostering the development of the
new skills and abilities necessary at higher job levels (Dong et al., 2014). Similarly, those
experiencing the unpleasant feelings may engage less with their developmental job
assignments and be less proactive and creative in performing the required duties and
responsibilities (Dong et al., 2014). Ashton-James and Ashkanasy (2015) reported that

perceptions that an event represents progress towards the achievement of workplace goals
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stemmed from the per statesd Similarly, parceptione of evénfs avlich i v e

threatened progress resulted in negative affective states.

Research in social psychology has also revealed that the threats that people experience
may adversely impact on their affects (Legate, DeHaan, Weinstein, & Ryan, 2013) with
individuals experiencing higher levels of negative affect when their psychological needs for
social connections are thwarted by being compelled to ostracise others (Legate et al., 2013).

It may be deduced from the preceding discussion that organisational interventions, much like
empl oyees 6 pdheeempd dcauming in mifganisations, are not perceived in a
neutral by employees (Jain et al., 2012; Rosen et al., 2009). Recipients may not experience
change interventions in the same way as the architects and exponents of the interventions
and they may not make sense of such interventions in an affectively neutral way because of
their feelings about the occurrence (Jain et al., 2012). It may be inferred from Dong et al.
(2014) and Jain et al. (2012) that employees utilise own gauges to assess interventions and,
in order to understand their authentic emotions, it is necessary to investigate both their
outlooks and their reactions as elicited by either change or other organisational
interventions. Accordingly, Seo et al. (2004) have championed a critique of work motivation
and the other conceptualisations of social phenomena that tend to overlook the significance

of human affects, averring that such theorisations may be incomplete.

The circumplex model of emotion explains affective experience as comprising two
properties, namely, the degree of pleasantness that encapsulates performance along the
valence of pleasant-unpleasant and the degree of activation indicative of the energy
experienced in terms of the felt activation or deactivation (Russell & Barrett, 1999). The
concept of core affects became vital in explaining momentary, elementary feelings of
pleasure or displeasure and activation or deactivation. The concept is seen as a central
construct that impacts on both the processes and outcomes of work motivation (Seo et al.,
2004). The dimensions of pleasant-unpleasant and activation-deactivation are seen as
independent (Russell & Barrett, 1999).

Pleasantness is a subjective experience that depicts how well an individual is doing in terms
of a hedonic valence of pleasant-unpleasant or positive-negative (Seo et al., 2004). The
pleasant pole of this dimension is associated with feeling states such as happy or content
while sad and upset are associated with the unpleasant pole (Seo et al., 2004). The second
dimension, namely, activation, describes the mobilisat i o n of oneods physiol o

regards its level of activation or deactivation. Highly activated implies high arousal and terms
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associated with it include tense, alert and excited while high deactivation implies low arousal

with the associated terms of calm, relaxed and fatigued (Seo et al., 2004).

An explanation of the theoretical model proposed by Seo et al. (2004) is essential in view of
the fact that it elaborates on the role of core affects in behavioural outcomes. For example,
the model hypothesised that people in positive feeling states are more likely to behave
generatively as they strive to obtain the anticipated positive outcomes while those in
negative affective states are likely to focus on avoiding the occurrence of negative outcomes
(Seo et al., 2004).

Seo et al. (2010) conducted an empirical investigation of the theoretical model proposed by
Seo et al. (2004). While the data derived from the investigation did not support some of the
components of their theoretical model, many of the components were supported. For
example, core affect was found to be significantly related to the three behavioural outcomes
of motivation; (generative orientation), effort and persistence. Thus, this empirical
investigation exposed the role and significance of core affects regarding cognitive judgment

and human behaviour or performance.

41.1 Consensus on the fundamentals

It is clear from a focus on some of the persuasive and notable contributions in the field of
emotions that affect, as a feature of human experience, have been widely researched in both
work and non-work settings (Jain et al., 2012; Seo et al., 2010; Stanton & Watson, 2014a;
Watson et al., 1988). The literature review reveals a large corpus of knowledge with some
consensus on the two-factor model of affect (Watson et al., 1988). This does not, however,
imply that the literature on affects is a homogeneous and monolithic body of knowledge.
Reference to (a) hedonic tone and affect intensity and (b) positive affectivity and negative
affectivity as the two structures that have been followed in order to organise human affective
experience partly reveal heterogeneity (Cropanzano et al., 2003). The arguments already
made as well as those that will be made in subsequent pages intimate a heterogeneity in the

thinking on affect.
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In one influential stream of thought on emotions positive affect (PA) and negative affect (NA)
are considered as epitomising long-term individual differences in human affective experience
or the way in which people experience positive and negative feeling states (Stanton &
Watson, 2014a). Watson et al. (1988) suggested that both positive affect (PA) and negative
affect (NA) are mood factors that are not opposites but, in fact, distinctive dimensions which
have been identified as such in factor studies. Research on PA and NA has supported the
relative high independence of the two mood factors (Tellegen et al., 1999). However, the NA
is not seen as unidimensional and hence, the 10-item scale comprising two sub-scales with
four items in one scale referred to as NA-anxiety and the second scale comprising six items
entitled NA-anger (Watson et al., 1999). The implication of these scales is that the higher
end of each dimension is typified by its presence while the lower end reflects its absence
(Galinha, Pereira, & Esteves, 2013; Tellegen et al., 1999). As Cropanzano et al. (2003)
stated, the high pole of positive feelings is anchored in pleasant affect such as enthusiasm
although, at the low pole, these feelings are non-existent. Nevertheless, the negative feeling
is not necessarily present. Similarly, the high pole of negative feelings such as anger is
anchored in unpleasant feelings although these feelings are absent at the low pole.

However, the positive feelings are not necessarily present.

In short, pleasantness is a subjective experience that depicts how an individual is faring in
terms of pleasant-unpleasant or positive-negative dimensions (Seo et al.,, 2004). The
pleasant pole of this dimension is associated with feeling states such as happy or content
and is similar to what Watson et al. (1988) referred to as positive affect while sad and upset
are associated with the unpleasant pole and, in the lexicon of Watson et al. (1988), this is
negative affect. The activation dimension describes the mobilisation of a n i ndi
physiological state regarding level of activation or deactivation. To be highly activated
implies high arousal and terms associated with such high arousal include tense, alert and
excited while high deactivation implies low arousal with the associated terms of calm,

relaxed and fatigued (Seo et al., 2004).

PA is perceived as part of the behavioural activation system (BAS) (Dillard & Anderson,
2004). PA refers to a state of high enthusiasm and alertness. People high in PA experience
a great deal of positive feelings and are active, full of concentration and pleasurable
engagement (Jain, Malhotra, & Guan, 2012). In addition, people associated with PA are
actively involved with the environment (Beer, Watson, & McDade-Montez, 2013). On the
other hand, people low in PA, tend to disengage from the world around them and are
characterised by sadness and lethargy (Jain et al., 2012; Watson et al., 1988). PA has been

shown to have comparatively stronger negative correlations with some psychopathological
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disorders but positive correlations with disorders exemplified by excitement seeking and

excessive reward pursuit (Stanton & Watson, 2014a).

Avoidance, sensitivity to cues of punishment and negative emotional states tend to dominate
NA (Beer et al.,, 2013). In the realm of psychopathology high levels of NA have been
identified as a feature of many forms of psychopathological disorders. However, Stanton and
Watson (2014a) were of the view that further research is essential at the facet level of NA
and PA in order to provide a deeper and more nuanced understanding of emotional
dysfunction in psychopathology.

More complex findings have been made regarding the dynamic interplay of NA and PA in
clinical depression cases as reductions in NA reductions were observed following increases
in PA (Wichers, Lothmann, Simons, Nicolson, & Peeters, 2012). Wichers et al. (2012)
highlighted the significance of the moment-to-moment assessment of affects in the treatment

of depressed patients.

NA is seen as part of the behavioural inhibition system (BIS) (Dillard & Anderson, 2004) and
is regarded as essential for individual survival as it fosters avoidance type behaviours when
an individual encounters potentially threatening conditions. It is also regarded as a
disposition to experience negative feelings (Jain et al., 2012). NA refers to a general
dimension of subjective distress characterised by several aversive moods, including anger,
guilt, disgust and fear. Low NA is associated with states such as serenity and calmness
while high NA individuals are characterised by states such as anger, disgust, contempt,

restiveness and nervousness (Watson et al., 1988).

In their study aimed at developing and validating the Positive Affect and Negative Affect
Schedule (PANAS) scales, Watson et al. (1988) concluded that PA generated 10
descriptions, namely, attentive, interested, alert, excited, enthusiastic, inspired, proud,
determined, strong and active. On the other hand, NA also generated the following 10
descriptions, namely, distressed, upset, hostile, irritable, scared, afraid, shamed, guilty,
nervous and jittery. As already explained NA comprises two sub-scales (Watson et al.,
1988). Watson and his colleagues found that the mean scores on both PA and NA scales
tended to increase with an increase in the rated time. This implied that, as the rated time
frame lengthens, the probability that one will have experienced a significant amount of a

given affect also increases.
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The conceptualisation of PANAS as a two-factor model is supported by the low correlation
between the PA and NA scales which ranged from -0.12 to -0.23, thus revealing that the two
scales shared 1% to 5% of their variance in a sample of college students. This indicated
guasi-independence (Watson et al., 1988). The construct validity of the PANAS is supported
by research (Galinha et al., 2013). In a sample of adult participants the alpha reliabilities of
the PANAS PA and NA scales were reported as 0.86 and 0.87 respectively with an inter-
scale correlation of -0.09 (Galinha et al., 2013).

The argument that the two scales, PA and NA, measure two independent traits implies that a
person may be high on both, low on both or high on one and low on the other (Jain et al.,
2012). Cropanzano et al. (2003) examined the dissension between the originators of the
scale and the dissenting views on the issue of whether the two scales measure independent
traits as submitted by the former. The PANAS has also been censured, among others,
Steger et al. (2012).

When the PANAS scales (Watson et al., 1988) were used with short term instructions, such
as the immediate present, they tended to be sensitive to fluctuations in mood (Watson et al.,
1988). However, when longer-term instructions, such as the past year, were used they
revealed trait-like stability (Watson et al., 1988). Research supports the temporal stability of
the PANAS (Galinha et al., 2013).

Thus far, the discussion has indicated that PA and NA are separate constructs. However,
later discussions will highlight how affect manifests in a diversity of settings and whether it is
plausible to experience a mixture of positive and negative emotions. The chapter will

culminate in a more focused discussion on the interplay between affects and trust.

The PANAS and associated scales have been used in a variety of settings that include self-
inflicted pain, involuntary biographical memories in the context of psychiatry, clinical
assessments and work or organisational settings (Bartunek et al., 2006; Clark, Mackay, &
Holmes, 2013; Dong et al., 2014; Egan, Shafran, Lee, Fairburn, Cooper, Doll, et al., 2015;
Mulligan et al., 2014; Stanton & Watson, 2014b).

Beer et al. (2013) established the convergence between neuroticism and NA and between
extraversion and PA. However, to illustrate this convergence is, for example, to acknowledge
and accentuate the point that PA focuses on the frequency with which a person feels
positive emotions whilst extraversion refers to a broader range of experiences that

subsumes PA but also includes cognitive and behavioural elements (Beers et al., 2013).
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Similarly, while arguments in favour of convergence can be made for some measures of
neuroticism and NA the point may also be made about the non-overlapping content that
differentiates the two constructs. In this respect, NA is viewed as broader and as subsuming
some negative affect such as the guilt and shame that are not assessed in certain measures
of neuroticism. In common with extraversion, neuroticism includes a cognitive and

behavioural content (Beer et al., 2013).

Other researchers have viewed affects as continuously following a fluctuating trajectory but,
essentially, returning to their baseline or a zone of stability over time (Petterson, Boker,
Watson, Clark, & Tellegen, 2012). Emotions are regarded as vital for understanding human
behaviour and functioning in a specific environment (Garcia-Faliéres & Herrbach, 2014; Seo
& Barrett, 2007). Pettersson et al. (2012) have argued that constant fluctuations in affects
may be a feature of normal emotional self-regulation. In line with this assertion and the view
of Stanton and Watson (2014a), it may, thus, be assumed that emotional self-regulation is
an important component of human adaptation and that, ultimately, it functions within a
specific environment. It has also been concluded that the feelings and emotions
experienced during decision making may have a positive impact on the quality of the
decision as it was found that people who experienced intense feelings also achieved higher
decision making performance (Seo & Barrett, 2007). Stanton and Watson (2014a) viewed
moods as serving a useful purpose and as adaptive in nature. However, such notions of
adaptation have been sharply censured on the grounds that there are times when it is vital
that affects are regulated (McRae, et al., 2012). Arguments in favour of more cognitive
processes, such as reappraisal ability (RA), have been advanced by the cognitive control
school of thought for RA (McRae et al., 2012). The cognitive interpretation of the triggering
situation alleviates the emotional or affective impact of the situation and this may even help
in changing the trajectory of subsequent affective responses to be given (Lee & Selart, 2011;
McRae et al., 2012). People who are higher in RA tend to successfully decrease their
negative affect and demonstrate a greater life satisfaction than those who are lower in RA
(McRae et al., 2012).

However, to intimate that feelings may be prevented from having a direct impact on
performance may be misconstrued as advocating a mechanistic approach to understanding
human behaviour and performance and invariably invoking the inappropriate machine
metaphor. However, it is worth noting that a discussion that appears to focus exclusively on
emotions may create an impression that the reliance is solely on affects to the exclusion of
cognitions. By the same token, it is conjectured that juxtaposing emotions and cognition

may suggest a hierarchy with the focal construct at the apex, thus concealing the

190



























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































