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INTRODUCTION


A Moment of Trust “in the Small”


FITTINGLY, A BOOK ON TRUST BEGAN WITH A MOMENT OF trust when my new research associate suggested that perhaps I was missing the big picture. Shalene Gupta asked me whether II wanted to shift the focus of my work from how companies can retain trust after a layoff, to a bigger question. Rather than a limited look at an important but still short-term problem, isn’t the question more of a strategic issue of how companies build and maintain trust in the long term?


It was January 2017 in Tokyo, cold but not Boston cold. Shalene and I were in the lobby of our hotel: picture purple velvet-clad banquettes, dim lighting, a space designed for waiting, meeting, and greeting. We had come to Japan to research Recruit Holdings, an astonishingly capable technology and services company that hosts platforms on everything from planning your wedding to buying a house, changing your job, ordering takeout, and getting your nails done. You’ll learn more about Recruit later, a spectacular story of trust regained, a “fallen angel” that redeemed itself.


I was sitting in that lobby, leaning against pillows that kept sliding away from my back, with Shalene, a bespectacled, curly-haired writer (she of Fulbright fame, former reporter for Fortune) who had started to work with me as a research associate at Harvard Business School. We had finished making our to-do list of next steps for the case on Recruit, when Shalene turned to me with her question about the thread I was following in my research. This was a moment of trust “in the small” as it were, trust between two people. Shalene and I had only been working together for five months. We were just finding out things about each other like whether we liked our eggs scrambled or hard-boiled, tea versus coffee, and yet here she was, asking me whether I wanted to reconsider the focus of my work.


What Shalene was demonstrating at that moment was trust. One crucial aspect of trust, as we’ll see later, is a willingness to make yourself vulnerable to the intentions and actions of others. First question: How vulnerable was Shalene in asking that question? Answer: Very. We hadn’t been working together very long, and the question she asked is one I might hesitate to ask a colleague I’ve known for years. Second question: How might I have responded? I could have decided that someone who would presume to know me better than I knew myself on the strength of only five months of interaction was a little too sure of what she believed, and a lot less interested in trying to understand me before coming to judgment. I might have concluded this is not someone I wanted to work with on a long-term basis, because I no longer trusted her.


[SHALENE] SO, WHY DID I open my mouth and ask Sandra about changing the narrative arc of a book she planned to write? Because during our week in Japan, I had built trust in Sandra—in more ways than one. I had a deep respect for her compassion for other people and her acute ability to home in on what mattered to them, as well as her ability to identify companies that delivered excellent products and services while doing right by all of their stakeholders.


At the time I was burned out on large organizations, where I’d worked as a writer in everything from government to media to nonprofit. Too often, I’d found, politics took precedence over competence, and injustices took place behind closed doors. However, I had to pay rent, so here I was in Japan working for Harvard Business School, even though I wasn’t exactly sure why we were studying Recruit. It is a fascinating company to be sure, but I was still trying to put my finger on how it related to Sandra’s research. But I kept my mouth shut. I’d learned the hard way at other jobs to tread carefully.


Sandra, it turned out, was dead-on about Recruit as a company worth studying. Part of why it recovered from a giant scandal in the 1980s to become a tech behemoth is a host of processes that are practical and psychologically astute, designed to motivate and empower employees to do their best work. For example, one of Recruit’s core principles is that managers constantly ask employees a fundamental question: Why are you here? At Recruit, a good manager is one who designs tasks that couple an employee’s passions with activities that improve Recruit’s bottom line and benefit society. As we continued our work at Recruit throughout the week, a deeper story—one that went way beyond Recruit—started to percolate.


So, at the very end of our trip, with all of this bubbling through my mind, I forgot everything I knew about power dynamics at work and blurted, “Do you want to shift the focus of your work? I think your research has a much bigger and more important story.”


There was a long pause. I wondered if I was going to have a job the next day. The pause became interminable.


Sandra turned to me and said, “I think you’re right.”


AND THAT’S HOW THE POWER of Trust was born. We were supposed to rest and go on a tour of Tokyo, but we were so excited, we munched on snacks (a very important part of our relationship) and kept talking. When Shalene and I came back to Boston, we spent hours walking through my career, my research, and teasing out the connective tissue holding together my body of work, as well as planning our investigation of other companies. As we talked, we realized all of my prior work on moral leadership, process excellence, corporate responsibility, and fairness were part of the much larger concept of trust.


I’ve spent eighteen of my twenty-two years at Harvard Business School teaching The Moral Leader, a course that uses books, novels, and historical accounts to help students develop their own definition of moral leadership to turn to in the future, and ten years teaching Leadership and Corporate Accountability, where MBA students learn how to grapple with the tough dilemmas business leaders face, when there are multiple right answers or, worse, situations where the choices are bad all around.


Recruit is not the only wonderful company I have conducted research on during my more than twenty-year career at Harvard Business School. It turns out I had developed a goldmine of research about how companies and leaders make decisions that retain the trust of their constituents.


I have researched operations processes and teased out what makes for excellent customer service (you’ll read about this when we discuss The Ritz-Carlton). I’ve conducted a host of field studies on companies and leaders, like Dave Cote of Honeywell, who asked themselves how they could do the best by their employees during the Great Recession of 2008–2009 and came up with smart and compassionate solutions. I have conducted field studies on other companies, like Michelin, that broke the trust of employees and the public so thoroughly that the European Union wrote a law to make sure the same situation could never happen again. A disaster—except, Michelin used the experience to build a new process for strategic change that made it best in class.


MY JOURNEY FOR UNDERSTANDING WHAT trust is has taken place over several decades, with experiences that include one of the worst days ever encountered by investors.


When Shalene and I met, I was in the third act of my work life. I’ll skip over my first job, the brief stint in a nonprofit drug program in Harvard Square called the Sanctuary. (No, we didn’t sell drugs to people for no profit; we tried to help people who were using drugs.) This allowed me to exercise my desire to help people, but I realized I was more interested in being in businesses that could help people by filling their needs and wants with wonderful products and well-designed services, wowing them with great customer care, and building a good environment for the people who worked inside the business. A material girl in a material world.


To make the switch, I went to Harvard Business School, joining the MBA-doctoral program because I knew I wanted at some point to teach. I left after getting my MBA since I’d never actually worked in a business and couldn’t imagine how I could teach about something I hadn’t experienced myself. After ten years in fashion retailing at Filene’s (and, I confess, probably something like a hundred scarves later), I moved to Fidelity Investments. There were several moments at Filene’s and Fidelity that taught me about the importance of trust, but the one that made the deepest impression happened shortly after I joined Fidelity in 1986.


The 1980s had been a down and up economy, with recession in the early part of the decade followed by a strong recovery.1 For Fidelity, one of the main opportunities and business drivers was the recently approved 401k retirement savings plan, which allowed employees to set aside pretax money for their retirement (often matched to a certain level by their employer). All of a sudden, the world of investors with an appetite for risk was joined by ordinary people who wanted to save for their retirement, greatly increasing our customer base.2 But we knew the good times couldn’t last forever.


And sure enough, on Friday, October 16, 1987, all hell began to break loose. In 1987, the Dow Jones Industrial Average (DJIA) had risen 44 percent in just seven months, raising concerns of an asset bubble.3 By mid-October, rumors of shaken investor confidence began to circulate; they grew worse with the announcement of an unexpectedly large US trade deficit, which caused the value of the dollar to fall.4 Individual markets began tumbling on October 14, and on Friday, October 16, the Dow lost 108 points, which was the single largest one-day drop ever recorded at the time.5 That Friday turned out to be a mere windup for when things really hit the fan the following Monday, when the Dow dropped 22 percent.


At Fidelity, we felt the first shock wave of customer panic that Friday, in a rising tide of calls to our 1-800 phone operation (yes, this is how customer service worked in the pre-internet era). I was one of the senior leaders who ran Fidelity’s individual investor phone operations. At that time, I supported the several thousand employees who worked in Fidelity’s customer call centers by heading up three functions: training, internal communications, and quality call monitoring. We decided we had no choice but to make this an “everyone to the phones” moment. Everyone, and that included me, would be trained to be on the Quote Line, on which you told callers the daily value of each mutual fund they owned.


I took my turn at what proved to be a nerve-wrackingly hard job of quickly locating each customer’s mutual funds from the day’s printed pink sheets of net asset values, which listed hundreds of funds. However, customers had other questions—questions, I, for sure, wasn’t prepared to answer. What happens to a mutual fund if everyone pulls their money out of it? How secure is Fidelity as a company? What keeps Fidelity afloat at a time like this? How long will this go on?


I realized we could put our resources to use helping all the people who were working the phones by getting them answers to those difficult questions. We asked the quality monitoring staff to keep track of all the questions that customers were asking. We ranked those most frequently asked, had members of the training staff hunt down reasonable answers, and distributed the answers to the people working the phones. In addition, we turned the data into an hourly report and gave that to the senior staff managing the phone operation, and to Chairman Ned Johnson and his executive staff. At the time, it was one of the only windows we had into the mindset of our customers.


One major lesson stands out as I look back on that crazy time through the lens of our research on trust: processes were at the heart of creating customer trust in Fidelity. All of us on the phones had the best of intentions and wanted to help customers, but we needed a process to make good on those intentions. Thankfully, customers weren’t holding Fidelity responsible for the market correction itself. But talking with them on the phone, it was clear that they were painfully aware of how much they needed us to be trustworthy.


We need these kinds of deeply embedded processes about trust to be pervasive: where companies take responsibility and create processes to foster trust with all the groups they interact with. Not only will it help steer us through crises, but it can also help us prevent them or lessen the impacts of a world where markets are collapsing, pandemics are rampaging, and climate change is imminent. If you consider how we’ve handled past crises, it’s clear that we could be doing so much more and so much better to build trust in companies and the institutions of our societies.


The problem, however, is that trust can be a meaningless buzz phrase, a concept that is poorly understood and hard to execute. To paraphrase the words of one Supreme Court justice used in another context, people know it when they see it. But there is a gap between vague recognition and truly “getting it” and giving trust a spine by pinning it down, discussing it, and scaling it up. Together Shalene and I built a trust model. Its four elements have the goal of helping companies understand what trust is, how it works, and what they can do to fold it into their thinking from everyday decisions to long-term strategies:




• Competence: Your ability to create and deliver products and/or services through a combination of process excellence, technical know-how, managerial smarts.


• Motives: Your good intentions for doing what would be best for all the people and groups you interact with. And, when confronted with the necessity to make painful decisions, thinking through how to balance the needs of different groups to cause the least amount of harm.


• Means: The fairness of your processes and treatment of people when distributing rewards and pain points. Ensuring that your processes allow for open and transparent communication so that people affected by a decision can weigh in.


• Impact: The overall effect, both intended and unintended, of your actions on other people. And when the consequences are unintended, do you stand up and take responsibility?





Overall, the business world has done a terrible job of understanding the importance of trust. Time after time, our community has flunked trust tests and failed to learn from its mistakes. October 1987 was not just a panic-inducing gyration for investors and the companies, like Fidelity, that served them. It is now recognized as the beginning of the first global financial market correction, as losses from the United States were mirrored by losses in capital markets around the world. And none of the responses to the 1987 crash were enough to prevent the Great Recession of 2008, which was another trust test, which the US banking community—aided and abetted by a host of players in the private sector and in government—flunked. They flunked because their actions led to the longest recession since World War II, officially beginning in December 2007 and ending in June 2009. It took until 2013 for the economy to return to slightly above its previous peak.6 Trust in business is easily shaken, and regaining it can be a long slog.


During the winter of 2008, when the US government was just beginning its first bailouts, I was teaching the MBA course Leadership and Corporate Accountability. Our class one day raised the question of how a company should think about the tension between “offshoring” a business to a country with lower labor costs and the commitments it had, if any, to local workers. The majority of the class prioritized lower costs over commitments to local workers: a painful illustration of the kind of thinking that helped create the Great Recession.


However, there was a note of hope. After class I was approached by two students, Elana Silver and David Rosales, who were dismayed by the cavalier attitudes shown by their classmates about the effects on employees who would end up being laid off, and on the communities where they worked when their plants were closed down. This research ultimately led me to Tokyo where, perched on banquettes in a hotel lobby, Shalene and I discussed how to broaden my research into a larger strategic question about trust.


Today, the need for business to focus on trust is clearer than ever before. We’re past the Great Recession, but the conditions that now shape the landscape have brought trust directly to the forefront of conducting good business.


There is of course the shift to a service economy. Trust changes when an economy relies on services rather than products. I like to think of the difference between products and services as the difference between owning a car (product) and using Uber (service). While a product-based business requires trust at specific times (when I buy my car, or repair it), I am roughly assured of a similar experience each time I use a product, unless it breaks. However, every time I call an Uber I may have a different experience. There are opportunities to betray trust each time the truster uses the service. Trust is harder to maintain in service-based businesses because of the sheer volume of interactions. Moreover, the needs of users can vary in ways you can’t even begin to imagine.


Second, the extensive deployment of technology has changed the very nature of business, with strong effects on the potential for trust to be enhanced and also betrayed.


In the early, optimistic dawning of the technology era, it seemed like a dream come true. Technology could help companies better manage the problems inherent in a service economy. It could scale far more efficiently than humans could on their own. It would also be more reliable because it could standardize service interactions in ways that imperfect humans never could. Most exciting, technology created opportunities to personalize services for customers. In addition, the porous boundary that separates a service from its users has become nearly invisible, given how willing people are to share aspects of their personal, familial, social, professional, and communal lives through the social media, search, and e-commerce platforms they use.


The ability to share their lives with others through technology has enhanced connection in so many positive ways—connections to individuals known (Hello Mom) and not known (OkCupid), to information about products, services and their creators, and information about historical and contemporary events. It also, as we know, has enabled the dissemination of fake news, and has provided a way of broadcasting and amplifying calls for violence against people. This, of course, is where the problems with technology and trust begin. Many ethical and practical problems haunt this space, but I’ll point out just three.


First is the question of data privacy and ownership. Either customers own their data, requiring opt-in or opt-out features that allow them to decide which data are sharable and which are kept private. Or the data are the property of the companies that build the platforms customers use. Tech companies have done a lousy job of spelling out the rules of engagement for data use and sharing, but an excellent job of siphoning data off us and using it to make a healthy profit.


A second ethical problem is the potential for systematic bias and discrimination in the algorithms, based on big data, used to direct services to individual people. Financial institutions like banks can pinpoint the needs of customers based on a fuller understanding of their lives to deliver better services and products. On the flip side, the algorithm could also charge higher interest rates for borrowers who fit nontraditional profiles, creating discriminatory outcomes.7 Similar problems are encountered in the public domain, where a pre-crime algorithm named PredPol was designed to predict when and where crimes would take place.8 A study determined that PredPol sent officers to neighborhoods that correlated more with the presence of racial minorities than with the true crime rate of the area.9


A third ethical problem is the effects of technology on the future of work. Some experts claim that robots and machines will progressively take over unskilled, semiskilled, and then the bulk of even skilled human jobs,10 creating a future in which there is less and less work for people to do. Even without such dire consequences, the shift in labor and economic forces will be highly disruptive to the global economy, with a tendency to increase income inequality as the chasm between high-paying jobs and low-paying jobs grows ever larger.


We are facing problems that require cooperation and trust on an unprecedented scale. For example, the tipping point for damage wreaked by global warming will arrive sooner than climate scientists had thought, as early as just twelve years.11


A special report of the UN Intergovernmental Panel on Climate Change (IPCC) stressed how important it is that global warming increase only 1.5 degrees Celsius rather than the 2.0°C target set in the 2015 Paris climate accord.12 The report laid out two paths forward: mitigation and adaptation. Mitigation means actions designed to prevent an increase in global warming, while adaptation refers to actions that accommodate rising global temperatures, such as lowering the demand for energy.13 The IPCC report concludes with a section devoted to what it will take to limit climate warming to 1.5°C. At its heart are partnerships between the public and the private sectors, investors, government, and academia. It notes that our only chance at saving the planet, and indeed, saving ourselves, will come down to our ability to work together and trust each other.


Finally, much of this book was written during the COVID-19 pandemic. We are witnessing one of the greatest natural experiments of all time, when we can see how the particular combinations of government leadership and cultural preferences for, say, rugged “I don’t care about you” individualism, or a willingness to cooperate for the greater good, or unquestioning compliance to authority have created vastly different outcomes. Layer on different attitudes toward science and facts, and internal political, racial, and social tensions, and the world is as uncertain and uneven a place as it may ever have been.


For individuals, rising income inequality in some countries across the world creates a very uneven playing field. On its peaks are people who can retire to summer (or mountain) houses to limit the risk of contagion, nearly all of whom can work from home and have solid healthcare plans. Just below them are families who may now have two people working from home and kids to watch over. Below them are people who live in spaces so small there is no way to quarantine the sick, who need to take public transportation, and must choose between earning an income and being exposed to the virus or losing their income and who may or may not have healthcare. On the valley floor are the newly jobless, the homeless, and all the people whose lives are defined by what they now don’t have. In the midst of the peaks and valleys is business, which has the power to reduce these inequalities that undermine society. As we write, we keep monitoring the news to see the latest that companies are doing to help or hinder the safety of employees and customers, and whether they are helping relieve communities that have been hard hit.


We have large problems looming ahead of us. Businesses have the power to help us through this, gaining our trust and our willingness to interact with them, or to cause undue suffering and lose our trust as we saw in the case of the Great Recession. We’ve written this book because we believe in the potential of business to be a force of good. However, this requires businesses to weave trust into decisions that impact the people and groups they interact with. We developed the trust framework of competence, motives, means, and impact to help businesses do a better job of being trusted. If businesses fold trust into their processes and make it a driving factor in their decision-making, we could unlock a world of potential. Not only could we weather economic and environmental disasters better, we might be able to head them off altogether. Trust, once understood properly, is a powerful force that can change the world for the better.


Footnote


I With one exception the first person is used throughout the book when Sandra Sucher relates a personal story.
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| ONE |



WHAT IS TRUST?



He who does not trust enough will not be trusted.


—LAO TZU


THERE ARE FEW STORIES ABOUT COMPANIES THAT HAVE lost the trust of the public that have a fairytale-like ending. One of the few classics is the story of Johnson & Johnson’s Tylenol recall in the 1980s. In 1982, seven people in Chicago died after taking Tylenol from bottles that had been tampered with and laced with cyanide. Experts predicted Tylenol would never recover. And yet, within two months, Tylenol was back on shelves. Its market share, which had been 37 percent before the crisis, dropped to 7 percent immediately afterwards, but a year later it was back up to 30 percent.1


James Burke, Johnson & Johnson’s CEO, immediately took control of the situation. He pulled Tylenol from the shelves, recalling 31 million bottles at a time when recalls were rare. Johnson & Johnson designed a new tamper-evident seal for the bottles.2 In total Burke spent $100 million on the recall: an overreaction, some experts said. Perhaps, but the Tylenol recall established the gold standard for crisis management, Burke made his way onto Fortune’s list of the ten greatest CEOs of all time, and the recall cemented people’s trust in Johnson & Johnson.


Or so we think. The story, however, has a sequel. Between 2009 and 2010, Johnson & Johnson’s subsidiary McNeil Consumer Healthcare (which had to execute on the recall after the Tylenol poisonings of 1982) had to issue recalls for several popular children’s medications including Tylenol, as well as Benadryl and Motrin. This time the company flubbed badly.


Starting in the early 2000s, McNeil replaced senior leaders in quality control with more junior members, some of whom were contract workers. In 2006, Johnson & Johnson bought the consumer healthcare division of Pfizer, promising substantial cost savings from the merger. McNeil was removed from the pharmaceuticals group at Johnson & Johnson, where stringent quality control and regulatory compliance were essential processes, and was moved to the merged consumer business. Cost reduction targets to justify the merger were described by a McNeil manager as “mind boggling,” and “unheard of.”3 Layoffs reduced the workforce. At one facility the workforce dropped by 32 percent between 2005 and 2009 and all employees of the corporate compliance group were let go. Several of the processes for quality testing were truncated. Johnson & Johnson paid a price for this.


In 2009, McNeil issued a recall after discovering bacteria in raw materials at one of its facilities. By April 2010, it would issue another four recalls as customers discovered a moldy smell in the packaging, while others reported that taking the medicine caused them nausea, vomiting, and diarrhea. In January 2010, the FDA finished its months-long inspection of McNeil and concluded that McNeil had not conducted a formal investigation into the likelihood of chemical contamination, despite receiving 8 complaints about gastrointestinal problems from its medications as early as 2008, and 112 complaints about odor between April and August 2009. The FDA roundly criticized Johnson & Johnson for not “assur[ing] timely investigation and resolution of these issues.”4 In May, Congress hauled Johnson & Johnson in for a hearing. There, Johnson & Johnson revealed it had conducted a “phantom” recall of some 88,000 packages of the pain reliever Motrin, manufactured in 2008, that its own tests had identified as defective. It had a contractor hire a subcontractor to send employees out to purchase the medicine from drugstores while acting like regular customers. In June and July 2010, Johnson & Johnson issued two more recalls. Sales for Johnson & Johnson’s pain relievers fell by 56 percent, and its liquid pain relievers (including Children’s Tylenol) fell by 96 percent. Overall, the recalls cost Johnson & Johnson an estimated $600 million in revenue: it had lost the trust of the public.


No matter what you may have done in the past, if you don’t continue to behave in a trustworthy manner, you will lose the trust of the public. Trust, it turns out, is not a constant: it waxes and wanes, and good behavior in the past does not guarantee protection from mistrust in the future.


What Is Trust?


On a personal level we tend to equate trust with reliability: “I never have to worry when Suzy is on the case since I know she always delivers.” Reliability is of course important but does not actually get to the heart of what makes trust so vital. To trust fundamentally means to make yourself vulnerable to the actions of others. We trust because we believe they will do right by us.5 When we choose to trust someone, we willingly give them power over us, trusting that they will not abuse this power. Trust is a special form of dependence, and is predicated on the idea that we can be more than disappointed: we can be betrayed. Say, for example, you ask Suzy to do some essential number crunching the night before your board presentation. There is always the chance that Suzy could drop the ball and your presentation flops. You are vulnerable because you’ve placed faith in Suzy to deliver. If there is no possibility of betrayal, then we are not talking about trust, we are talking about reliability, a simpler type of dependence that can lead to disappointment, perhaps, but not that terrible, wrenching feeling of having been betrayed.


Understanding how this works in personal relationships is, it goes without saying, important. However, it becomes even more important—and more complex—when we talk about companies. When we interact with a company, we are also making ourselves vulnerable to it. When we buy a product or a service, we trust that it will work as promised and will not harm us. When we take a job, we trust that a company will treat us fairly. When we invest in a company, we trust that they will give us truthful information to make investment decisions. As members of the public we need to trust that a company will not use its powers to cause undue damage to us. To better understand what trust is and how it works we will dive into the four elements—competence, motives, means, and impact—that make trust actionable. But it is important to clarify four background concepts that help us understand the context trust operates in.


First, we tend to make the assumption that trust is an all or nothing proposition. The reality is much more complex. In actuality, trust is a limited relationship with three parts: the trusted party, the trusting party, and the action the trusted party is expected to perform.6 We trust people to behave in certain ways based on the customs of the societies we are part of. We also trust people because of the roles they play. For example, we (the trusting party) trust plumbers (the trusted party) to come into our houses because it is their job to fix a leak in a water line (the expected action). We will tell our doctors about our bodies and submit to physicals because we trust the profession of medicine. However, if our plumber was to probe deeply about our health or our doctor about the detailed workings of the kitchen sink, we would have questions.


Zeroing in on the specific role trust plays in our relationship with others is the product of a collaboration between Robert C. Solomon, an American philosophy and business professor who taught at the University of Texas at Austin for over thirty years, and Fernando Flores. Flores is a Chilean who survived three years of imprisonment for his role as finance minister for Salvador Allende, the president of Chile who died following the military coup of 1973. Flores went on to seek refuge in the United States where his achievements spanned philosophy, computer science research, entrepreneurship, and communications. (You are forgiven if you are asking yourself, as I did when I read about Flores’s many and varied accomplishments, “And what have I done in my life?”)7


Trust can be between countries, stretching over time and subject to twists and turns as each country takes actions that the others can agree with, or violently dispute. (Think about what the relationship was like between the US and the UK during the late 1700s versus today’s so-called special relationship.) The relationship can be between individuals such as the relationship we have with our doctors or plumbers. And, most important for our purposes, trust can be between companies and other people—customers, investors, suppliers, community members, employees, or organizations—be they in companies or countries.


Recognizing that trust is a relationship is powerful because it means you can think about trust as something concrete and real that you can do something about. That’s what happened for James Burke as he proactively managed Johnson & Johnson’s relationship with the public. The recall showed the public that Johnson & Johnson prioritized customer safety above profits, and its new tamper-evident seal demonstrated to the public that Johnson & Johnson wanted to ensure that poisonings could not happen again because customers could tell if the seals had been broken.


SECOND, WE TEND TO THINK that trust is a result of managing our reputations. In actuality, trust is built from the inside out. While reputations are important, they tend to be built because the company is solid through and through.


This is reflected in virtually all the trusted companies in this book. It was the principle I used, when I was a quality officer at Fidelity, to draw process flows that mapped out all the steps and departments that were involved in creating a positive result for customers. The logic is the same: to build trust you work backwards from the outcome.


Picture the number of steps and processes it takes to research and develop a medication such as Tylenol, manufacture it, and then bring it to market so customers can purchase it at their local drugstore. Lots of hands touch each bottle, and if you want to ensure each bottle is safe, you need every person whose hand touches that bottle to be careful and committed to achieving a high level of quality. The conditions for these feelings on the part of employees are set, in large measure, by the amount of trust that exists between the employees and their employers. In other words, to establish trust with your customers, you need to first establish it with your employees and create processes and standards internally to ensure your products or services are up to standard.


Consider what was happening at McNeil before the 2009–2010 recalls. McNeil had gutted its quality control processes while tests that were hard to meet were removed. One employee recalled that internally some parts of the quality control department were called “EZ Pass System.”8 It was simply a matter of time before something below standard made it to market.


Meanwhile, McNeil had decimated its workforce through layoffs and relied on contract workers. Layoffs are known to have devastating impacts on the morale of surviving employees. What kind of trust could employees have in McNeil when their colleagues were being laid off? In turn, what would that do to their engagement and the amount of care they put into their work, especially when processes for quality control were being curtailed? So, just as trust is built from the inside out, distrust also flows from the inside out, eventually reaching the customer in the form of products and services that are not up to standard.


THIRD, ALL TOO FREQUENTLY WE think trust once lost can never be regained. The truth is more complex and actually difficult to execute: trust once broken can be rebuilt, but only with time and real effort as we saw with the 1982 Tylenol recalls. (And we’ll have more stories later that speak to this.) Regaining trust is a long game. You have to persuade the people whose trust you betrayed that you are motivated to get that trust back. You can’t just say, “Trust me,” and expect anything substantial to result from your encouragement. Trust is earned by listening and responding in an appropriate way to the concerns of others. But in addition to trusting again in your motives, people need to trust in your actions and their impact—another distinction we’ll discuss at a later point in the book.


Annette Baier, a philosopher who taught at the University of Pittsburg for most of her career, began a conversation about trust in a seminal article written in 1986.9 She wanted to answer the question, “Whom should I trust in what way and why?”10 and goes on to concisely describe the kind of trust we exhibit every day: “We trust those we encounter in lonely library stacks to be searching for books, not victims.”11 Baier reinforces the idea that “some tact and willingness to forgive on the part of the truster and some willingness on the part of the trusted… to be forgiven… seem essential” if trusting relationships are to be sustained over time.12


So, be warned: the actions required to regain trust may sometimes stretch your notions of the right thing to do and of what fair treatment looks like, a recognition of the fact that trusting relationships are forged between fallible human beings and the institutions they create.


FINALLY, ROBERT SOLOMON AND FERNANDO Flores also describe the idea that trust creates new opportunities. Solomon had been studying medicine at the University of Michigan when, as he later described to a class at the University of Texas at Austin, he wandered into a lecture by Frithjof Bergmann. Bergmann was lecturing on a question posed by the work of Friedrich Nietzsche, the German philosopher: If given the opportunity to live your life over and over again ad infinitum, forced to go through all of the pain and grief of existence, would you be overcome with despair? Or would you fall to your knees in gratitude? For Solomon, the decision to move from the exacting world of medicine to the haunting questions of philosophy was made that day.13 And one of those questions, eventually, was about the special force of trusting relationships and the unexpected opportunities they could unleash.


How Does Trust Work?


If you were to take the advice of scientists and researchers, you would make trust a top priority. According to the data, trust has a sizable impact on the economy and people’s well-being. In a study of twenty-nine market economies across one decade by the World Values Survey, a 10 percent rise in trust correlated with a 0.8 percent rise in economic growth.14 Economists Stephen Knack and Philip Keefer built a model that shows that a 15 percent rise in the number of people in a country who think others are trustworthy raises average income 1 percent a year for every single year trust increases. The additional 1 percent of income creates new jobs and more resources to invest in business, which in turn begets more wealth. Conversely, Knack and Keefer’s model shows that countries with trust levels below 30 percent are caught in a poverty trap: the lack of trust makes it impossible to do business and create new opportunities.15 After all, how can an economy grow if people don’t trust each other enough to exchange even basic goods and services?


Trust in leaders has an outsized impact on team performance. In a 2000 study of thirty NCAA basketball teams, researchers found that trust in a leader was more important to winning than trust in one’s teammates.16 Teams that trusted their coaches won 7 percent more games than teams that didn’t. And the team with the highest trust in its coach won the national championship, while the team with the lowest trust in their coach only won 10 percent of their games. As one player commented, “Once we developed trust in Coach——, the progress we made increased tremendously because we were no longer asking questions or were apprehensive. Instead, we were buying in and believing that if we worked our hardest, we were going to get there.”


This trust in a leader can translate to profits. In a study of 6,500 employees at Canadian and American Holiday Inns, respondents ranked a manager’s behavioral integrity (how closely “words and actions aligned”) on a 1–5 scale. An eighth of a point score improvement translated into a 2.5 percent increase in revenue. In dollars, that 2.5 percent amounted to $250,000 more in revenue per hotel. Out of all the aspects of manager behavior the researchers studied, trust had the largest impact on profits.17


Profits aren’t the only benefits of trust. In a meta-analysis of four decades of trust and leadership studies, Kurt Dirks at Washington University in St. Louis and Donald L. Ferrin at State University of New York at Buffalo revealed that trust in leadership positively impacts outcomes such as job performance, overall job satisfaction, commitment to the organization, commitment to a leader’s decisions, and overall satisfaction with a leader.18 The research shows trust has a huge impact on individual behavior, but also on entities as large as national economies, as Knack and Keefer found.


Yet companies do a miserable job of earning trust. According to the Edelman Trust Barometer, an annual survey of trust and credibility that captures data from more than 34,000 respondents in twenty-eight countries,19 over the past decade trust in business has hovered between 43 percent and 53 percent. In the 2020 barometer, businesses were rated as competent but not trusted to be ethical.20 (In later chapters we’ll discuss how competence is one part of trust but not all of it.) Business was actively distrusted in twelve countries and trust had declined in eight more,21 while 56 percent of respondents felt that capitalism as it exists today does more harm than good.22


Part of the problem is that historically CEOs haven’t realized how important trust is. PricewaterhouseCoopers has been surveying CEOs since 1997 to understand what is on the minds of business leaders, but it didn’t ask about trust until 2002.23 This is not a coincidence. The questions were inspired by the collapse of the dotcom bubble and a scandal-ridden environment. In 2001 executives at Enron, a US energy and utilities company, falsely inflated Enron’s revenue even though it was losing money, eventually costing shareholders an estimated $74 billion.24 The following year, WorldCom, a US telecommunications company, filed for bankruptcy because it had cooked its books: it reported profits of $1.4 billion instead of an overall loss.25


Yet despite these giant scandals, in 2002, when PricewaterhouseCoopers asked CEOs what they thought about trust, only 12 percent of the surveyed CEOs thought there was a sizable decline of public trust in companies, and only 29 percent believed the reaction to corporate wrongdoing posed a serious threat to business. However, nearly a decade later, some of them were beginning to take notice. In 2013, following the financial crisis and the subsequent slowdown in economies around the world, 37 percent of surveyed CEOs thought that declining trust in business would hurt their companies’ growth. By 2017, that number had leapt to 58 percent.26 The increase is heartening, but it’s not enough. Our very economy depends on trust. So, what can companies be doing better?


How Do People Decide Whether to Trust a Company?


My research over the past decade and a half on how companies earn, lose, and regain trust forms the foundation for a framework to help companies understand what trust is and how to earn it. The framework helps explain dilemmas like why we continue to use Uber even though we are angry about how it treats its employees and even when we have the option of downloading Lyft. Or how is it that Recruit Holdings, a Japanese company, can survive a scandal so large that the prime minister and his entire cabinet have to resign, and yet go on to earn $20 billion in revenue?


Each of trust’s four components—competence, motives, means, and impact—can be a reason why your company may (or may not) be trusted. We’ve framed each as the kind of practical questions that customers, employees, investors, suppliers, or government officials might ask themselves to decide if your company is worthy of their trust.


Our goal is to provide you with a road map you can use in your own organization to build, improve, recover, or sustain the trust of the people and groups who rely on you, and whom you rely on, to build a thriving business.


The Four Elements of Trust: Competence, Motives, Means, Impact


Is your company competent? Does it have the ability to innovate, produce, and deliver products and services and to navigate external circumstances? We generally think of a company’s competence as being applied to external customers, but a great deal of highly influential work goes into becoming competent at innovating, producing, and delivering processes and operating systems directed at your employees and organization. You might even say that the ability to do this inside work is a prerequisite to building an organization that is capable of being competent on behalf of its external customers. This echoes one of our principles of trust: that trust is built from the inside out. In our next chapter, we’ll examine how Uber was able to capitalize on competence to build a company that changed taxis as we know them, and how at the same time, operating on competence alone was not enough to make us trust Uber.


Are you motivated to serve the interests of others as well as your own? The motives of companies, like individuals, play a role in whether they earn our trust. People don’t just care about what companies do; they also care about why they are acting as they do, and whose interests they are serving.


Machiavelli makes several appearances throughout the book with his advice that it is better to be feared than loved.27 His additional warning, however, is frequently, and dangerously, overlooked: “But the prince must none the less make himself feared in such a way that, if he is not loved, at least he escapes being hated.”28 Machiavelli’s lesson is that some actions can be taken for motives that are so unacceptable that no response is possible except to hate the person (or company) who made them. We’ll see how this plays out in the chapter on competence with the story of Uber, where self-interest led to Uber’s poor treatment of employees, customers, and industry players such as regulators and competitors. In the chapter on motives we will analyze the basic promises that customers, employees, investors, and regulators expect from companies. We’ll introduce HDFC, an Indian home financing company, which built a reputation for trust by investing in the competition, and Honeywell, which took unprecedented actions during the Great Recession in order to protect its employees and create the road to a fast recovery.


Do you use fair means to achieve your goals? If motives explain why someone should trust your company, the means you use are your “how.” They are the way you show you can be trusted because you treat others fairly. Fairness isn’t unitary; in fact, there are several different ways by which people can be treated fairly (or not).29 We’ll break down the four different types of fairness: informational fairness, distributive fairness, procedural fairness, and interpersonal fairness. We’ll also go on a trip to France, to see how Michelin, the famous tire manufacturer, used all four of these types of fairness in the wake of layoffs that landed them in so much hot water they had to rethink their entire approach to restructuring.


Do you take responsibility for all the impacts you create? The last and arguably most important element of earning trust is the impact of company actions. Impact has a two-part test that helps determine whether a company can be trusted.


First, what impacts have company actions led to? What are the concrete, real, and observable impacts the company has had on the individuals, communities, societies, and countries where it operates?


Second, does the company take responsibility for these impacts, both those that were intended and, even more importantly from the standpoint of trust, those that were unintended? The issue here is not about companies’ feelings of responsibility. It is about whether and how they act on these feelings to respond to the impacts they create.


We’ll discuss both intended and unintended impacts by comparing how Facebook and Pinterest handled the unintended impacts when people used their platforms to post false information. Facebook has been slow to take responsibility for the issue. Pinterest, on the other hand, has given us an entirely new way to think about what it means to take responsibility for the spread of misinformation.


Each of these elements involves a different set of behaviors that you can take, and that others can judge, to help you become trusted. As you think about the four pieces of the trust framework, you may be wondering how the pieces fit together. Do they work like an engine that needs all cylinders to be firing? Not exactly. Rather, the elements are separate components like the drive shaft, brakes, and steering mechanisms in a car, each of which needs to work, but can work—or not—even if other parts aren’t. This means you can be trusted on some elements but not on others, as we will see. However, cars run best when all of their elements are working, and trust is similar. The more elements on which you perform well in the eyes of your employees or customers, the better.


In addition, since much of how companies earn trust is tied to how leaders behave, we’ll also take a chapter to discuss what trusted leadership looks like and what it doesn’t look like. Our journey will take us through a variety of venues as we develop a clearer understanding of trust, from Saudi Arabia to learn how a young woman turned around the country’s largest investment bank, and time-traveling back to the 1970s to learn how Katharine Graham, the publisher of the Washington Post, used these trust elements to navigate the Pentagon Papers and the Watergate scandal.


Finally, we’ll conclude by painting the vision of trust’s true potential: the possibilities trust unlocks, from creating movements to total transformations of individuals, companies, and even industries. Trust, once understood properly, is a powerful force that can unlock unprecedented change.
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