Building Trust: How High-Trust

Companies Deliver Faster Results, Increase
Profitability and Loyalty.
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An Insights Paper for CEOs and Executives

Introduction
Trust is the cornerstone of business. It’s the basis of every human relationship, every interaction,
every communication, every initiative, every work project and even any strategic imperative you
need to accomplish.
Trust is essential. Without it, social
groups can't function properly.
Without trust, you generate a
dysfunctional organisation and teams.
There is no meaningful connection
between a group of people. It’s just
meaningless coordination. It’s trust that
shifts a group of people into a team.
And a workforce into a thrive force.
High trust companies create the right
environment to pivot quickly during
times of change, making faster
decisions and having the highest loyalty
among customers and employees.
If you consider leadership, a leader’s most important role is to gain the trust of their team to come and work
with them on a vision.
This can be difficult if:
• You’re a new leader who has inherited a low trust environment from previous leadership.
• There is uncertainty and instability due to a declining market.
• A recent company merger, acquisition or relocation has been undertaken.
• The most recent strategic plan failed, reducing confidence in the future. In the fallout, jobs were lost
and promises broken.
• Employees are battling each other – self-interest, politics, cynicism, turf wars and paranoia rein.
• A management restructure has reduced autonomy.
When employees don’t trust their organisation, leadership or workmates, they’re more likely to focus their
energies on survival rather than creation and contribution.
They are unable to commit to the vision and share responsibility for results. This stymies execution and
change and makes the organisation vulnerable to competitive threats. Addressing trust issues reduces
perceived internal threats and focuses everyone on the more life-threatening external dangers.
This insights paper helps business leaders “connect the dots” about trust in business, in order
2 to create a
culture that is better suited to human biology and where people naturally pull together to advance the
company. It discusses a clear business case for building a trusted workplace together with a blueprint for
leaders to understand trust within their organisation.
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Trust in Business: Framing the Issues
“Our distrust is very expensive.” Ralph Waldo Emerson
In early 2016, at the World Economic Forum in Switzerland, high profile CEOs from around the world met
and discussed what big business can do to rebuild its trust with a global public that has become increasing
skeptical.
Launched at the event, the Edelman Trust Barometer, an online survey of 33,000 people, uncovered that in
Australia, 48% of the general public trust business compared to 65% of the informed public (those who
are highly educated and earning a high wage). This is a global phenomenon.
The reality is we are living in an era where there is a growing divide between the majority of people who
don’t trust businesses to do the right thing versus the minority who do.
And who can blame them?
Trust in business has only started to rebound from the global financial crisis. That event shone a powerful
spotlight on how untrustworthy behaviours can have a dramatic consequence to the economic prosperity
of countries and people. It radically changed society’s expectations of business.
Now, we live in a world with escalating public scrutiny and increasing connectivity. Social media enables
the public to call out businesses that are not transparent and honest. In fact, it is a popular public
expectation that businesses not only make profits, but also improve the economic and social conditions
in the communities in which they operate (80%) 1.

“In this increasingly connected world, you see more and
more people able to aggregate their forces and make their
displeasure known. That’s one of the reasons why we
have significantly more geopolitical conflicts now.
Businesses are under the same scrutiny as governments,
and so if you want to be successful in tomorrow’s world,
you have to reach a higher level of trust, which requires
more transparency. You have to make positive
contributions to issues like climate change, food security
and unemployment.”
Paul Polman, Unilever CEO

At the heart of it, employees fear companies are
only about making profits and don’t care about
them (or even customers). It makes employees
more likely to be cynical about company
intentions and less likely to provide customers
with a positive experience.
Consequently, CEOs are feeling increased pressure
from both employees and customers to address
broader social issues. Over half of Australian
CEOs (57% ) are concerned about a lack of trust
in business versus 40% in 2015 2.

Further, a high 8 out of 10 CEOs acknowledge that top talent want to work for “organisations with
social values which are aligned to their own,” as well as a rise in customers seeking “relationships
with organisations that address wide stakeholder needs.”
What successful organisations have learnt is that it’s important to develop a sustainable method to
build trust. It all starts with a corporate purpose tied to genuine social impact combined with leaders
3
who have the right trust leadership competencies to enhance and embed trust throughout
the
organisation.
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It makes sense because we’re more likely to trust a company if we can see evidence of consistent action
and behaviour that indicates good intent. It builds goodwill which is measured by what you do, not
what you say. Focusing on purpose rather than profits is what builds business confidence and therefore,
trust. Organisations that successfully demonstrate honourable intentions are more likely to be trusted
by customers, employees and society.
It also improves trust in leadership through a sincere and focused effort to build trust. According to a
Deloitte Study3, 81% of respondents working for organisations with a strong sense of purpose say
their stakeholders trust their leadership team versus 54% for their counterparts. This is an important
issue to understand, as the hidden tension between leaders and employees creates productivity
challenges, as well as execution difficulties.
While your CEO and fellow executives all believe the vision and have confidence in where the
organisation is heading, there is often a big disconnect between what executives believe and employees.
According to Deloitte, 73% of executives believe their company has products that benefit society
compared to 59% of employees, while 44% of executives believe leadership is living the
organisation’s values compared to 25% of employees.
Strong levels of trust drive strong performance and more consistent success. When employees have a
high level of trust in management and the organisation, the company as a whole becomes significantly
better at achieving business goals.

The Business Case for Building Trust

Building and maintaining a high trust culture is one of the biggest challenges facing Australian businesses
today, whether leaders are aware of it or not. Yet, businesses have so many competing priorities fighting
for attention, you might ask, is building and restoring trust worth the effort?
It is - if you want to build a successful long term company. The benefits of a trusting workplace are well
researched. It might not be top of mind, but it underpins every interaction and work project in business.
Nearly every business issue an organisation has to contend with derives from a lack of trust somewhere
down the line. Economically, it dramatically affects speed and costs. When trust decreases, speed
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reduces and costs skyrocket.
Low trust creates friction and reduces the likelihood that employees will collaborate, innovate, execute
efficiently and be loyal. When trust is low, everything slows down.
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Six Benefits of Trust
Trust accelerates business performance in the following areas:
1. Improved financial performance - High trust companies are 2.5 times more likely than low trust
organisations to be leaders in revenue growth4. While another study found that companies that have
a 50% or higher difference in trust, profits increase 12-fold compared to those with lower trust5.
2. More satisfied, loyal and engaged employees - A 10% increase in trust has the same effect on
employee satisfaction as a 36% increase in income6.
3. Enhanced innovation and entrepreneurship – A study contrasting the top 20% companies in terms of
innovation and performance with the bottom 20% found that trust was the number one
differentiator7.
4. Improves customer loyalty – When trust is high, customers buy more and become brand advocates.
85% of people who trust a brand will recommend it to others, while 50% will actually pay more for its
products and services8.
5. Improves goodwill - During a public crisis, strong trust
levels among employees and customers buffers the
organisation from reputational damage that could
result in decreased sales and an exodus of talented
employees. McKinsey & Company found that a
company’s relationship with society accounts for about
30% of its market value. Research from Freshfields, a
global law firm, found that a highly publicised
operational crisis such as a product recalI, results in an
average share price drop on day one of 37%. While
behavioural crises, such as bribery and fraud, suffer a
much sharper decline of 50% or more that can last over
a year.

“Where there is a reduction in the belief that a
business is serving the population and there is a
reduction in the amount of trust to the point where
nobody believes anything, then business finds it
very hard to work and economies suffer.”
Lord John Browne, Former BP CEO

6. Stronger partnering - A Warwick Business School study shows that partnering relationships that are
based on trust experience a dividend of up to 40 percent of the contract.
High trust is a performance multiplier that improves the ability to execute, while low trust acts like a
performance divisor.

Dealing with Trust the Wrong Way
Often, business leaders think of trust in terms of transactional benefits. In other words, the rational side of
running a business. How they see trust differs to how both their customers and employees see trust. For
example:
1. Customers – Research9 has found that business leaders talk more about the transactional benefits such
as products and customer service to improve trust. Essentially, how the company delivers on their brand
promise and service. Interestingly, the public actually trust a business because of the emotional benefits how the company behaves and treats those around them, as well as how the products makes them feel.
5

2. Employees – Most organisations see employees as productivity tools. Leaders try to get buy-in through
talking about pay, benefits and drinks on Friday. Since millennials entered the workplace, there has been a
fundamental shift in their expectations of what work is about. Work isn’t just about money. It’s about
personal fulfilment and making an impact to the company and the world.
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According to a 2014 survey by Nielsen, 67% of
respondents prefer to work for a socially responsible
company.
Meeting functional needs is a requirement to prevent
negative emotion, but success goes far beyond these.
Few business leaders truly appreciate that getting their
employees to buy into the company means improving
the emotional connection of the benefits of work. This
means focusing on the impact the company makes to
the world and how each person contributes to that. It's
the relentless repetition of the company purpose and
why the company matters. It also means promoting
how achieving the goal or vision will make
employees feel - emotional benefits such as trust,
job security, achievement and empowerment.
This profound disconnect in the language and thinking means that business leaders are “talking past” their
employees and customers. While this occurs, trust levels will remain stuck and lasting change out of reach.

Moving from Distrust to Trust
Typically, companies go about improving trust the wrong way by:
1. Undertaking a Trust Survey. While measuring trust is important, if you are already doing an employee
engagement survey, then you will have enough data that highlights that trust is an issue. Avoid sending
out a dedicated trust survey, if you do not have a plan and timeline as to how you are going to fix trust.
Companies that aren’t committed to taking action and following up the results inadvertently generate
more cynicism, providing further evidence to employees that nothing changes.
2. Telling people to trust us – This is also like saying “you need to trust me on this!” Few people over the
age of 15, believe this phrase. Why it rarely works is because you can’t demand someone’s trust, you’ve
got to show people over a period of time, through your actions that you can be trusted. It’s an old
leadership paradigm to believe that you can just demand trust.
3. Focusing on the wrong trust behaviours – Trust means different things to different people. While we
might think trust is about telling the truth another person might think it is being shown support in their
career. Because leaders don’t understand trust comprehensively, they will focus on improving a couple of
behaviours that they think are important. But this wastes time and effort, if these behaviours are nonconsequential to specific employees.
Research has found that high-trust organisations have people who are openly talking about trust. Leaders
and employees have a trust framework that forms a common language on the dimensions of trust. This helps
individuals and teams understand, discuss and practise trust with one another. It means employees have the
6
language to call people out on behaviours that are destroying trust.
And it all starts with leaders who are trustworthy and have a clear and consistent concept of what it
means to act with trust.
6
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Why Trust is Crucial to Humans
Thousands of years ago, when humans roamed the African savannah, it was in our best interests to live in tribes.
Being part of a tribe allowed us to sleep soundly knowing that others were looking out for man-eating sabretoothed tigers. We could trust that other people would look out for us and they could trust that we would look
after them.
We are biologically programmed to want to be with people and work together, as we instinctively know it helps
our survival. Neuroscience has discovered that we experience social rejection like physical pain. Trusting others
is a key component of being human. The relationships we have that make us feel safe are really important to
us.
When we first start working with a company or a new team, we quickly assess whether the team leader and our
teammates can be trusted. This decision determines whether we will become fully productive and work above
and beyond what is expected of us.
As Abraham Maslow taught in his Hierarchy of Needs, we can’t concern ourselves with higher goals until we
have the necessities of life, including safety, belonging and meaning. If we don’t feel that, we’re more likely to
be focusing our energies on survival rather than creation. We’re unable to commit and believe in the vision.
In the workplace, employees need confirmation that their fellow co-workers are looking out for them. More
importantly, workers need to feel connected to others and trust that their boss and their colleagues really care.
At the same time, employees need to believe the work they do matters, they’re making an impact and others
appreciate their work. It’s once these three things have been taken care of that we can trust that the
organisation and leaders will do the right thing by us that we can move to the next level and become
emotionally engaged. Trust is the precursor to emotional engagement.

Safety + Meaning + Impact = TRUST = Employee Engagement
Safety + Meaning + Impact - TRUST = Disengaged Employees
When a person’s job role is ambiguous, a major change is occurring, the threat of job losses looms, it produces
fear and anxiety. Humans need to feel certain in their surroundings. After all, the old fear that they might be
thrown out of the tribe and attacked by a tiger is still deeply embedded in their programming.
Trust gives us a sense of safety to explore and understand our world. In a business context, it means we can
commit to actions, make decisions faster and have the confidence to buy into a big vision and get an innovative
project off the ground.
Take it from Google. They spent millions of dollars over four years to uncover what makes a high performance
team. To their surprise, they discovered that it doesn’t matter who is on the team. What matter is how the
team functions together. The secret ingredient behind a high performance team was that all members felt
psychologically safe.
In other words, employees felt free to be themselves, make mistakes and be appreciated for working extra
hours. Trust is created through creating a psychologically safe space that allows employees to become more
emotionally invested in their organisation, knowing they are supported by peers. It’s how we survived the
African savannah.
7
This requires leaders that are trustworthy and have a concept of what it means to act with trust. They also
expect this behaviour from others, ensuring that trust cascades throughout the organisation. Over time, it
eventually becomes embedded within the company.
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How The Trust Performance Model Works
The Trust High Performance Culture model stems from a decade of research and
analysing the results from over thousands of employees. True competitive advantage
can be found at the intersection of leadership, a unified culture and transparent
communication. It’s here that they catalyse to form trust.

Communication

TRUST

Unity

Transformational
Leadership

Communication
Company communication is a vital component linking leadership and trust.
When effective, it aligns employees’ self-interest to a more meaningful,
bigger purpose set by the organisation. It also helps people do better work.
Human beings need certainty. If employees suspect information is being hidden from them, they are
more likely to assume the worst-case scenario which reduces productivity. In fact, a recent study10
uncovered that when employees hear nothing, more than half “resort to doing their own detective work”.
By having open and transparent communication, employees don’t have to guess what leaders are thinking,
are less likely to gossip, take sickies and even conduct fraud.
Transformational Leadership
Building organisational trust starts with leadership. Trust is often overlooked as
a leadership competency because it is taken for granted. Yet, few leaders have
ever been taught how to diagnose, enhance and repair trust.
Belief in senior leadership is one of the strongest drivers of employee engagement11. There’s a
correlation between confidence in senior leadership and senior leader communication. Without the
belief that leaders have the competence to move the company forward, employees lose
faith and are
8
more likely to misinterpret their leader’s rationale.
Leaders need to exhibit the right trust behaviours, in order to reduce employee anxiety about their job
and disengagement.
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How the Trust Performance Model Works
“For it is mutual trust, even more than mutual interest, that holds human associations together.”
HL Mencken, author
Unity
According to Jim Collins, who spent 25 years researching leadership, his
seminal research found that the foundational element to leading an
organisation is guiding by a set of core values and purpose (known together
as core ideology). These are:
1. Core values - A handful of rules that define the culture and are reinforced through your HR systems
and leadership communication on a daily basis.
2. Core purpose - It’s your why and what makes you special. It avoids employees making false
assumptions and applying valuable energy in the wrong direction. The more specific you can be
about who you are as an organisation, the greater the likelihood for success. It forms the basis of
the CEO’s regular stump speech and keeps everyone’s heart engaged.
When organisations face uncertainty, core purpose becomes even more important — not less so. That’s
because the what and how of business need to change more frequently in a volatile world. This leaves
purpose, the why, as the primary compass for navigating key decisions. It’s critical to communicating to
employees to get their thinking aligned and to reduce fear. It also sets up the foundations for trust.
As mentioned previously, the central pillar for building trust is a corporate purpose that’s defined by a
genuine commitment to social good.
Companies with a strong sense of purpose and clear shared values enable their employees to relate more
to each other through being able to collectively see the meaning in their work. A sense of belonging
makes people more confident and organisations stronger.
The Trust Barometer reveals, that when a CEO is engaged in addressing societal issues, an employee’s
motivation to perform escalates by 22 points. Similarly, an employee’s willingness to stay working for the
company climbs by 22 points, and inclination to recommend the company as an employer grows by 25
points.
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The Trust Journey
Building a high-trust culture within your organisation is a journey that needs the full commitment of
executives. It’s not a “once and done” process. Setting a 1-2 year timeline to improve trust is a realistic goal.
Never stop trust building to work on something else, as this will only generate cynicism and a feeling of
betrayal by your employees. Only once trust has been improved can you then delegate it as a maintenance
topic on your executive team meeting agenda to ensure that you keep trust top of mind - evaluating and
adjusting progress, as required.
To enhance trust in your organisation:
1. Start with a Trust Discussion. Building trust starts with leadership. This means having an open
discussion at your next executive team meeting to determine how much trust is needed for the company
to succeed (see Introduction to Trust). Executives need to see the benefits of developing a high-trust
culture. Embracing trust as a critical core competency facilitates leadership effectiveness, organisational
change and growth. Refer to your employee engagement survey results to see if low trust levels are
negatively impacting leadership communication or highlighting that specific leaders need improvement.
Customer satisfaction data will also pinpoint if low trust levels are impacting customer retention. Use
data and anecdotal evidence to identify what situations and relationships would benefit from increasing
trust.
2. Build trust within your executive team. Once it is determined that trust would be a good differentiator
or competency, then it’s important to ensure that every executive is on board. This requires commitment
and courage because even if one leaders pays lip service to building trust, it will stymie results. To fully
embed trust in the organisation requires each leadership member to start by building trust with one
another to develop a high trust executive team. Create a team accountability document that specifies
the behaviours, attitudes and actions you expect from each other. Given that leaders model the right
behaviours for employees, if leadership doesn’t trust each other, it will be difficult to flow trust
downwards.
3. Build Leadership Capabilities. Provide leaders with trust leadership training and coaching, so they have
the right tools in their leadership toolbox. We teach leaders a Trust Evaluation Method, as well as Trust
Conversation Frameworks to strategically judge, build and rely on trust with different types of people and
situations (see Delivering Leadership Results Through Trust). Having a common language on trust, also
helps individuals and teams discuss and practise trust with one another ensuring trust issues no longer
remain hidden under the surface.
4. Prioritise High Impact Areas. Once trust is more deeply understood by leaders, you can then realistically
determine where the high impact areas are within the organisation. Choose 2-4 priorities, as few
companies can achieve more than this in a year. Examples include training middle managers on how to
build trust and communicate the vision, undertaking specific trust interventions with particular teams or
creating a company purpose that is connected to social impact.
5. Evaluate and adjust as required. Review trust behaviours. This might require specific trust diagnostics
that measure trust more comprehensively than a standard employee engagement survey such as trust
within teams.

Your Personal Invitation
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If you believe that enhancing trust leadership capabilities will ensure your organisation generates the right
environment for success, now is the time to have a conversation with us. Call 03 9696 8810 or email
marie-claire@trustologie.com.au for more information.
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