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Do organizational controls facilitate or hinder employees’ trust in their organi-
zation? We addressed this question through a mixed-methods design using
three studies. Based on a literature review and an open-response survey study
(Study 1), we developed a theoretical model proposing that organizational con-
trol is positively related to employees’ trust in their organization, and that this
relationship is mediated by procedural fairness and organizational prestige.
This mediated model was tested and supported in a quantitative survey of 582
European managers and professional employees from a range of organizations
(Study 2). A complementary, qualitative interview-based study (Study 3) con-
firmed that well-implemented controls facilitate trust in the organization;, how-
ever, poorly implemented control systems that are inconsistent, overly rigid,
or incentivize untrustworthy behavior can undermine trust in the organization.
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ver the last decade, a wide range of

events have eroded internal and exter-

nal stakeholders’ trust in organizations

(Kramer & Lewicki, 2010). Scandals and

trust violations by firms across different
industries have raised questions about organiza-
tional trustworthiness and increased demands for
stricter regulation in the governance, compliance,
and operations of companies. This, in turn, influ-
ences internal organizational control systems,
increasing formalization, tightening evaluation
and audit practices, and revising reward and sanc-
tioning systems. Yet, how such organizational
controls affect employees’ trust in their organiza-
tion is not clear.

Research attests to the benefits of high
employee trust. Trusting employees are more
committed and stay with the organization lon-
ger, work harder and more cooperatively, share
knowledge, and problem solve more effectively
(e.g., Coyle-Shapiro, Morrow, Richardson, &
Dunn, 2002; Fulmer & Gelfand, 2012; Tremblay,
Cloutier, Simard, Chenevert, & Vandenberghe,
2010; Whitener, 2001). In addition, trust in the
employer enhances the effectiveness of high-
performance work practices by moderating the
effects of these HR practices on justice percep-
tions and feelings of commitment (Alfes, Shantz,
& Truss, 2012). In contrast, those who do not trust
their employer may reduce the effectiveness of
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their work (Dirks & Ferrin, 2001); are more likely
to engage in counterproductive behavior, such as
obstruction or revenge (Bies & Tripp, 1996); or
decide to leave (Robinson, 1996).

The well-documented positive effects of trust
have increased interest in understanding its ante-
cedents. These include organizational variables
such as high-commitment HR practices (Hodson,
2004; Searle et al., 2011; Whitener, 1997, 2001),
fairness (Cohen-Charash &  Spector, 2001;
Colquitt, Conlon, Wesson, Porter, & Ng, 2001),
and supervisory support (Zhang, Tsui, Song, Li, &
Jia, 2008). Yet organizational control—the most
ubiquitous feature of formal organizations and a
central feature of HR systems (Snell,

We propose that
when focusing

on trust in the

as a protective
mechanism for
employees, reducing
risk and vulnerability
in relation to their
organization, and
hence controls
will typically
facilitate trust in the

organization.

1992; Snell & Youndt, 1995)—
remains underexplored in relation
to employees’ trust in their organi-
zation. Indeed, despite Whitener’s
(1997) call for greater attention on
the effect of bundles of HR prac-

organization, tices on trust in the employer, little
empirical work has occurred.

control systems Prior work on control and

generally function ~ (interpersonal) —trust has engen-

dered a heated debate. Some schol-
ars argue organizational control can
complement and enhance trust. For
example, performance management
systems may create opportunities
for positive interaction histories and
signal “we care for your advance-
ment” (e.g., Byrne, Pitts, Wilson, &
Steiner, 2012; Sitkin, 1995; Weibel,
2007). However, other scholars pro-
pose that control and trust are nega-
tively related, arguing control either
forms a substitute for trust (i.e.,
control becomes redundant once a
certain level of trust is present) or
control actively undermines trust,
as it signals suspicion (e.g., Das
& Teng, 1998; Ghoshal & Moran,

1996). Bachmann, Knights, and
Sydow (2001, p. v) conclude that “while there are
numerous examples in the literature where con-
trol chases out trust, there are equally as many
examples of trust and control being complemen-
tary, or going hand in hand.”

This set of conflicting findings may be due to
two reasons. First, prior work on trust and control
typically examines only one or two select control
mechanisms (e.g., performance appraisal or moni-
toring), suggesting that the divergent findings may
reflect the specific type of control examined. Also,
studies often focus only on the tight implementa-
tion of these control mechanisms, such as close

monitoring or binding contracts (e.g., Malhotra &
Murnighan, 2002). In this article, we take a more
neutral and broader approach, focusing on three
different types of control systems and on the con-
figuration of control practices specified to direct
employees’ behavior into the direction of an orga-
nization’s objectives. By adopting a broader view
of organizational controls, our approach is closer
to the actual practices of companies and parallels
the approach adopted in the strategic HR field to
study HR systems as a bundle of practices (e.g., Pil
& MacDutffie, 1996).

Second, control may differentially impact on
trust depending on the referent (i.e., who or what
is being trusted). Fulmer and Gelfand’s (2012)
review showed that the antecedents and conse-
quences of trust depend on the referent (e.g., an
individual, a group, or an organization). Most
prior work on trust and control focuses on inter-
personal trust (i.e., how control relates to trust in
specific others). Here, we distinguish employees’
interpersonal trust from their trust in the organi-
zation, and extend the examination of the role
of control to employees’ trust in their employing
organization. This responds to calls for greater
specificity in the referent of trust (Fulmer &
Gelfand, 2012) and theoretical work arguing that
the assumptions for interpersonal trust are not
always readily transferable to trust in the organi-
zation (Gillespie & Dietz, 2009, p. 142). Trusting
an organization entails different types of vulner-
abilities, dependencies, and risks than trusting a
person.

We propose that when focusing on trust in
the organization, control systems generally func-
tion as a protective mechanism for employees,
reducing risk and vulnerability in relation to their
organization, and hence controls will typically
facilitate trust in the organization. Using data
from three studies, we examine this proposition
and explore the mechanisms through which the
control-trust relationship occurs. Our overarching
aim is to advance theoretical and empirical under-
standing of the role of organizational controls
on employees’ trust in their organization. To this
end, we first conduct an exploratory, open-ended
survey (Study 1, N = 62) to examine whether
employees spontaneously identify controls as a
factor that influences trust (or distrust) in their
employing organization and, if so, what control
practices are mentioned in this regard. This study
suggested that three types of control are perceived
to influence employees’ trust in their employer:
output, process, and normative control. In addi-
tion, respondents indicated that controls influ-
ence trust by engendering perceptions of fairness
and supporting organizational prestige. Based on
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these Study 1 results and prior literature, we then
develop and test a mediated model of the control-
trust relationship through an online survey of
582 employees (Study 2). Finally, we conducted a
complementary in-depth interview study (Study
3, N = 27) to qualitatively explore how organiza-
tional controls and their implementation impact
on trust. This mixed-method design was chosen to
enable triangulation of the findings and examine
transferability across multiple samples.

Theory Development

Both trust and control enable cooperation in orga-
nizations, albeit in a different way. Trust enables
cooperative behavior by producing an “as-if-real-
ity” (Mollering, 2006)—that is, the expectation
that the employer will reciprocate employees’
efforts in time (Gould-Williams, 2007). Control,
on the other hand, channels employees’ inter-
est by informing and rewarding cooperative
behavior and sanctioning deviant behavior, and
hence forms a structural assurance for coopera-
tion (Weibel, 2010). Yet how trust relates to con-
trol remains unclear, particularly for trust in the
organization.

Employee Trust in the Organization

Trust is defined as a psychological state that
compromises the willingness to be vulnerable
based upon positive expectations of the inten-
tions or behavior of another party (Mayer, Davis,
& Schoorman, 1995; Nooteboom, Berger, &
Noorderhaven, 1997; Rousseau, Sitkin, Burt, &
Camerer, 1998). Vulnerability is a function of
(inter)dependence and risk in the trust-relevant
situation. Thus, trust involves a decision to accept
the risks associated with this dependence based
on the positive expectation that the other party
will act beneficially, or at least not inflict harm
(Boon & Holmes, 1991).

This conceptualization of trustis used for a vari-
ety of referents, including individuals (e.g., trust
in one’s supervisor), groups (e.g., management),
the organization, and interorganizational rela-
tionships (e.g., suppliers) (see Schoorman, Mayer,
& Davis, 2007). Trust in these different targets is
conceptually and empirically distinct, with dif-
fering antecedents and consequences (Alfes et al.,
2012; Fulmer & Gelfand, 2012; Zaheer, McEvily, &
Perrone, 1998). As noted, we focus on employee
trust in their employing organization. Trust in
the organization differs from interpersonal trust
in that the referent and the source(s) of vulner-
ability and risk are broader and more diffuse. For
trust in the organization, the referent of trust is a
collective or a system, rather than a single person.
Maguire and Phillips (2008, p. 372) define trust in
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organizations as “an individual’s expectation that
some organized system will act with predictability
and goodwill.” In line with this, Giddens (1990,
p- 34) stresses that trust in organizations involves
“reliability and faith in the correctness of abstract
principles.” Gillespie and Dietz (2009, p. 128) pro-
pose that employees’ trust in their organization is
based on their assessments of the organization’s
collective competencies and characteristics that
enable it to reliably meet its goals and responsibil-
ities (i.e., ability), combined with organizational
actions that signal both genuine care and concern
for the well-being of stakeholders and adherence
to commonly accepted moral principles, such
as honesty and fairness (i.e., intentions). Thus,
employees’ trust in the organization is built on
both competence trust, which relates to expecta-
tions of abilities, and on goodwill

trust, which relates to expectations

of integrity and nonharmful behav-
ior (Dekker, 2004; Sako, 1992).

Organizational Control

Organizational control is defined as
a process by which the organization
regulates, or adjusts, the behavior
of employees in the direction of the
organization’s objectives (Cardinal
& Sitkin, 2009; Challagalla &
Shervani, 1997). Our focus is on
the organization’s control system,
which typically consists of a con-
figuration of formal and informal
control practices (Sitkin, Cardinal,
& Bijlsma-Frankema, 2010) that
provide information and imple-
ment corrective actions (Whitley,
1999). Snell (1992) distinguishes

Thus, employees’
trust in the
organization is built
on both competence
trust, which relates
to expectations
of abilities, and
on goodwill trust,
which relates
to expectations
of integrity and

nonharmful behavior.

three formal organizational controls

that are combined in an overall con-

trol system: input, process, and output control. As
our interest is on employee perceptions of con-
trol systems that are related to their day-to-day
work, we focus on the latter two, which are also
the most studied organizational controls. Process
controls are targeted toward employee behaviors
(i.e., how to do the job) and relate to formalized
written HR procedures stipulating how employees
should do their work and how procedural adher-
ence should be monitored, as well as sanctioned
or rewarded (Snell, 1992, p. 294). Output controls
monitor what employees produce and involve for-
mal practices that set predefined targets and infor-
mation systems that enable appraisal of results
(Snell, 1992, p. 296) and motivate employees’ goal
systems (Flamholtz, Das, & Tsui, 1985; Langfield-
Smith, 2008). Examples include HR practices such
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as performance appraisal and management, goal
definition and feedback, and performance-related
pay (Flamholtz et al., 1985; Langfield-Smith,
2008).

In addition, employee behavior is also strongly
influenced by normative control that is the enforce-
ment of accepted organizational norms and val-
ues, and the sanctioning of deviation from these
norms (Sitkin & George, 2005). Such enforcement
may rely on formal procedures (e.g., the offi-
cial sanctioning of noncompliance with central
norms), but more often it is driven by informal
norm enforcement practices, such as peer pres-
sure. Normative control is particularly relevant
given increased pressure for (ethical) compliance.
Hence, we focus on three aspects of an organiza-
tion’s control system: process, output, and norma-
tive control.

dependencies and
risks entailed when
dealing with another
individual, these risks
become broader and
more ambiguous
when the trustee is

an organization.

Control and Trust

While an employee  pesearch on the interplay of trust
may understand and control has to date predomi-
nantly focused on interpersonal trust

clearly the and has produced unresolved, con-

tlicting findings. The interpersonal
trust—control literature provides
arguments and empirical support
for two positions: (1) control and
interpersonal trust are positively
related, and (2) control and inter-
personal trust are negatively related.
Arguments for the positive effect
of control on interpersonal trust
include control systems can signal
care (Bijlsma & van de Bunt, 2003),
enable employees to perform their
jobs competently (Gittell, 2001), and
reduce the risks involved in working

interdependently (Langfred, 2004).
Thus, control systems can heighten trust in spe-
cific other people. For example, Gittell (2000)
found that in companies using more managerial
“hands-on” monitoring, employees’ trust in both
coworkers and supervisors was higher than in
companies that predominantly evaluated results
rather than processes.

Arguments for the negative effect of control
on interpersonal trust include that control sys-
tems can signal distrust (Argyris, 1952; Ghoshal
& Moran, 1996; Strickland, 1958), raise relational
detachment (Thompson & Warhurst, 1998), and
create an “us versus them” mentality between
those enforcing the controls and the employees
governed by them (Bijlsma-Frankema, Sitkin, &
Weibel, forthcoming). Field studies (e.g., Barkema,
19935; Frey, 1997; Ramaswami, 1996), as well as
experiments (Falk & Kosteld, 2006), support the

negative relationship between organizational
control and interpersonal trust. For example,
Malhotra and Lumineau (2011) demonstrate that
while tight controls (i.e., binding contracts) raise
cooperation, they also change attribution pro-
cesses and diminish trust in the other party.

The relationship between control systems
and employee frust in their organization has not
yet been examined. There are important differ-
ences between interpersonal trust and trust in the
organization that imply a different role for con-
trol. While an employee may understand clearly
the dependencies and risks entailed when deal-
ing with another individual, these risks become
broader and more ambiguous when the trustee
is an organization. For trust in the organization,
it is less clear what needs to be judged, who is
responsible for actions, and how these actions
may create vulnerability for the employee. The
risks are systemic and dependencies are manifold
(Bachmann, 2001), and the employee expects not
only that the organization as an entity acts in a
trustworthy manner, but also that the organiza-
tion’s agents behave in fair, reliable, and compe-
tent ways (Barney & Hansen, 1994; Zhang et al.,
2008). Employees are dependent on their supervi-
sor and colleagues, but also on strategic decisions
made by more removed senior management, and
wider organizational systems, procedures, and HR
practices (e.g., Searle et al., 2011). For example,
employees may feel at risk of losing their job due
to an unfair performance appraisal system, an
unsatisfied supervisor, an underperforming team-
mate, or a strategic layoff decision by the com-
pany. Employees’ trust in the organization is thus
influenced by multiple sources of evidence and a
variety of actors operating at multiple organiza-
tional levels (Gillespie & Dietz, 2009).

In this situation of systemic risk and multiple
dependencies, controls can provide employees
with predictability (Zaheer et al., 1998) and pro-
tection against the arbitrariness of a system by
the universal application of general rules (Child
& Mollering, 2003). This suggests controls should
facilitate employee trust in the organization.
Controls create reliability by allowing recurring
problems to be dealt with in a consistent and
universally applied manner (Pearce, Branyiczki,
& Bigley, 2000). In addition, control systems can
signal the legitimacy of decisions through the
transparent and consistent application of stan-
dard criteria (Meyer, Scott, Strang, & Creighton,
1988; Suchman, 1995). For instance, Sitkin (1995)
suggests that formal control may increase trust
in organizational members through provid-
ing objective rules and clear measures on which
assessments and evaluations of others are based.
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Normative control further provides direction in
unchartered waters, as norms also apply in novel
situations where formal goals and predefined pro-
cesses are not yet defined (Kang, Morris, & Snell,
2007). Hence, we propose:

Hypothesis 1: Organizational control is positively
related to employees’ trust in the organization.

Study 1: An Exploration of the Role
of Control on Trust

Before formally testing Hypothesis 1, we con-
ducted an initial open-ended survey to explore
the proposed relevance of organizational con-
trol for employees’ trust in their organization.
We explored whether and which organizational
control practices are spontaneously identified by
employees as a factor that influences their trust
(or distrust) in their employing organization, and,
if so, how controls are perceived to affect trust
(e.g., positively or negatively, and through which
mechanisms).

Study Design and Analysis

As this study formed a first exploration of the role
of controls, our design focused on what was impor-
tant to the respondent without researcher-led con-
straints and preconceptions (Neuman, 1997). We
conducted a survey with open-ended questions, as
this is recognized as a well-suited methodology for
identifying salient issues (Geer, 1991). Sixty-two
managers and professional employees from differ-
ent organizations in Europe completed an online
open-response survey consisting of the following
questions:

1. Would you say that you trust your organiza-
tion? Please explain your answer by including
examples from your experience that have led
you to this opinion.

2. Hasanything ever happened that has increased
your trust in your organization? Please give
examples.

3. Has anything ever happened that has reduced
your trust in your organization? Please give
examples.

Participants were a small, randomly selected
sample of customers of Krauthammer Interna-
tional, an international management and sales
training firm that regularly conducts short busi-
ness-related surveys among samples of their
associates and clients. Participants were sent the
survey link, which they completed in their pre-
ferred language. Confidentiality and the voluntary
nature of the study were stressed, and responses
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were anonymous. No incentives were offered for
participation. Respondents represented a range of
European countries (the Netherlands, Germany,
France, Switzerland, Spain, Belgium, the United
Kingdom, Sweden, Italy, Denmark, and Greece),
industries (services = 55%, manufacturing =
45%), firm sizes (<50 = 8%, 51-500 = 40%, >500 =
52%), and occupational levels (nonmanagement
and lower management = 22%, middle manage-
ment = 41%, top/senior management = 37%).
The majority were male (81%) and employed in
the private sector (92%). The demographic profile
of the sample was broadly representative of the
broader customer base of Krauthammer, as con-
firmed by the company contact.

Two of the authors trained in qualitative data
analysis content-analyzed all responses using an
iterative approach to reveal patterns (Miles &
Huberman, 1994). Coders focused on the type
of control mentioned, whether control was pos-
itively or negatively related to trust in the orga-
nization, and reasons provided for how control
affected trust. Differences between coders were
discussed until agreement was reached.

Results

Three types of controls were identified by respon-
dents as influencing trust (see Table I): process
controls (e.g., personnel policies, codes of con-
duct, quality assurance and audits, procedural
rules, and monitoring), output controls (e.g., per-
formance management, target setting, and con-
tractual obligations) and normative control in the
form of sanctioning norm-deviant behavior (e.g.,
warnings). Of the 62 respondents, 27 (44%) iden-
tified without prompting that controls affected
their trust in the organization.! Of these 27, 74%
(N = 20) cited controls as a reason they trusted
their employer, whereas 19% (N = 5) identified the
lack of controls or poorly executed controls as a
factor undermining their trust, with the remain-
ing 7% citing both positive and negative issues.
Controls were related to respondents’ own trust
in the organization, as well as their perceptions
of external stakeholders’ trust in the organization.

Three themes captured respondents’ descrip-
tions of how and why controls influence
trustworthiness.

1. Control mechanisms enhance trust in the orga-
nization by enabling fairness: The most promi-
nent control-related theme, identified by 48%
of respondents (N = 13), was that controls
enhance trust by facilitating fair, consistent,
and transparent processes and treatment
of staff and stakeholders. For example, in
describing why they trust their organization,
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Types of Controls Identified by Study 1 Participants

Control Type

Example Quotes*

Process Control: Formal-
ized written procedures
stipulating how employ-
ees should do their work
and how procedural
adherence will be moni-
tored, sanctioned, or
rewarded.

Output Control: Formal
practices that monitor
and influence whatis
produced (e.g., goal and
target setting and feed-
back, performance man-
agement and information
systems that enable
appraisal of results and
motivate employees to
produce output).

Normative Control:
Enforcement of accepted
organizational norms
and values, and the sanc-
tioning of deviation from
norms.

“All processes are documented and accessible to all.” (Case 50)

“There are clear, well-defined processes in the departments.” (Case 18)
“The guidelines that we stick to.” (Case 31)

“How the organisation operates in areas like personnel policy” (Case 60)

“Quality: we have ISO 9001 certification. Safety: we are all VCA certified.”
(Case 49)

“There are different means of monitoring level of service and quality of dia-
logue with our customers.” (Case 31)

“Employees are hired under clearly defined performance expectations and
assessed according to them.” (Case 48)

“Customer satisfaction survey and measurement of delivery performance.
The so called order-win report shows that people often select our company
because of trustworthiness” (Case 21)

“The whole employee appraisal system, which begins with setting targets
which each employee gets for the year.” (Case 36)

“Internal audits, customer feedback, and delivered contracts” (Case 14)

“The organization as a whole is extremely trustworthy but there are some
individuals working within it who bend the values and standards to their
own requirements. However, the organization is trustworthy because it is
open and communicative and deals with these individuals who bend the
values.” (Case 16)

“Without going into details, | can claim that as soon as an employee vio-
lates this trustworthiness, he gets a warning. After that it should not happen
again. If it does, there will be an exit process. It touches our company’s soul.
Clients are also stimulated, if necessary, to complain about wrongdoings, no
matter how little the complaint is.” (Case 12)

“Ethical principles are applied: settling a person’s bad performance prob-
lem. Settling ‘gift’ problems.” (Case 22)

Note: *Quotes are in response to the question of whether and why respondents trust or distrust their organization.

respondents highlighted the importance of
process and output controls for fairness and

transparency:

4-eye principle. All processes are documented
and accessible to all. Transparency in opti-
mal form.” (Case 50)

“There are clear, well-defined processes in
the departments, fixed responsibilities, and
a sense of responsibility amongst employees.
Interactions between employees and custom-
ers are governed by fixed values and prin-
ciples and are thus fair and trustworthy in
all respects.” (Case 18)

“There is no hire and fire. Employees are
hired under clearly defined performance
expectations and assessed according to
them.” (Case 48)

“There is a lot of attention to integrity and
control. All output of this organization is
checked according to (a minimum of) the

Reinforcing the importance of this theme,
respondents also identified that a lack of controls
(e.g., lack of quality inspections, lack of principles
governing conduct) or the inconsistent implemen-
tation of controls (e.g., ignoring contracts) led to
unfair treatment of employees and/or external
stakeholders, which undermined trust in the organi-
zation. For example, in describing why their organi-
zation was not trustworthy, respondents explained:

“Corporate HR department apparently lacks
any knowledge of locally agreed employ-
ment contracts, and there are occasionally
even attempts to ignore such employment
contracts, for example, with regard to salary
increases.” (Case 30)
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“Promises are not kept (e.g., promised qual-
ity inspections are not performed) and the
contracted hours are hardly ever kept. The
customer proves it to me in writing (e.g., by
checking incoming batches), that every day
he pays too much for the services we charge
him for, or that the promised inspections and
the report about it have not been performed
or drawn up, or that he has not received the
report, etc.” (Case 28)

2. The presence of controls supports the organi-
zation’s reputation and prestige: A similarly
strong theme identified by 44% (N = 12) of
respondents related to how the presence of
organizational controls underpins the firm’s
reputation and standing. Respondents identi-
fied a variety of distinct process (e.g., training
and monitoring), output (e.g., audits and cus-
tomer feedback), and normative controls (e.g.,
codes of conduct), which were utilized to cre-
ate and maintain a positive external image of
the firm. For example, in describing why their
organization was trustworthy, respondents
stated:

“From the moment of entry, employees are
trained to act with utmost integrity. As
HR-manager, I constantly monitor the trust-
worthiness of employees towards clients. Not
just me, but also others within the organiza-
tion are concerned with this. We constantly
test how clients assess our trustworthiness.
To become a permanently trustworthy orga-
nization requires trustworthy employees,
transparency of service, and independent
inspection—all are absolutely necessary. We
meet all three points.” (Case 12)

“Business agreements are constantly checked
against existing values. A thorough process
is followed when drawing up contracts.
External trustworthiness starts internally.”
(Case 18)

“Yes, due to the measures taken internally in
relation to quality, independence and integ-
rity. This is of crucial importance because,
as an accounting firm, we have to portray
trustworthiness to our market.” (Case 58)

3. Sanctioning those that violate accepted norms
supports organizational trustworthiness: A theme
less frequently mentioned (by 7%, N = 2)
suggested trust is maintained through the
effective handling of those who deviate from
accepted standards and norms. This reinforces
how normative controls facilitate trust by
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enabling consistency and transparency. For
example:

“The organization as a whole is extremely
trustworthy but there are some individu-
als working within it who bend the values
and standards to their own requirements.
However, the organization is trustworthy
because it is open and communicative and
deals with these individuals who bend the
values.” (Case 16)

“My company is a very trustworthy orga-
nization. Without going into details, I can
claim that as soon as an employee violates
this trustworthiness, he gets a warning.
After that it should not happen again. If it
does, there will be an exit process. It touches
our company’s soul. Clients are

also stimulated, if necessary, to
complain about wrongdoings, no
matter how little the complaint
is.” (Case 12)

However, other respondents
indicated the need for leeway in
applying strict controls, particularly
with external stakeholders, with
overly rigid controls and sanctions
being problematic. For example, in
describing why they do not fully
trust their company, one respon-
dent stated:

“There is sometimes an insistence
on adhering to strict legal condi-

A similarly strong
theme identified
by 44% (N = 12) of
respondents related
to how the presence
of organizational
controls underpins
the firm’s reputation

and standing.

tions even when goodwill would
be more important for maintaining long-
term customer relationships.” (Case 30)

Discussion

This exploratory study indicated that many
employees identify that organizational controls
affect their trust in their employing organiza-
tion. Three forms of controls—process, output,
and normative—were perceived to influence trust.
When consistent and well implemented, these
three forms of control were seen to build trust in
the organization through ensuring fair transpar-
ent treatment and facilitating the organization to
build and protect its prestige. In contrast, a lack of
controls, inconsistent application, or overly strict
rules were perceived to undermine trust.

Thus, Study 1 provides preliminary qualita-
tive support for the proposition that well-imple-
mented organizational controls (namely, process,
output, and normative controls) can facilitate trust
in the organization. It also identifies two under-
lying mechanisms for this positive relationship:
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in the eyes of respondents control systems (1)
enable procedural fairness and (2) enhance the
organization’s competence and reputation as per-
ceived by internal and external stakeholders (i.e.,

Study 1 provides
preliminary
qualitative support for
the proposition that
well-implemented
organizational
controls (namely,
process, output, and
normative controls)
can facilitate trust
in the organization.
It also identifies
two underlying
mechanisms for this
positive relationship:
in the eyes of
respondents, control
systems (1) enable
procedural fairness
and (2) enhance
the organization’s
competence
and reputation
as perceived by
internal and external
stakeholders (i.e.,
organizational

prestige).

organizational prestige).

In Study 2, we conduct a for-
mal quantitative test of the propo-
sition that controls are positively
associated with trust (H1), and draw
directly on the Study 1 findings to
propose and test that the relation-
ship between control and trust in
the organization is mediated by pro-
cedural fairness and organizational
prestige.

Study 2: A Quantitative Test
of a Mediated Model of the
Control-Trust Relationship

Study 1 suggested that procedural
fairness mediates the relationship
between controls and trust in the
organization. Research on how con-
trols relate to procedural fairness—
that is, the fairness of procedures
to make organizational decisions
(Thibaut & Walker, 1975)—is rare
to date. We expect organizational
control systems to strengthen fair-
ness perceptions for several reasons.
Perceptions of procedural fairness
are shaped by the consistency,
accuracy, and objectivity of deci-
sion procedures and by opportu-
nities for participation, voice, and
appeal (Colquitt, 2001; Niehoff &
Moorman, 1993). Control systems
enhance consistency of organiza-
tional decisions and reduce the
probability of “double standards.”
In addition, as controls are cre-
ated to provide information, they
should strengthen the accuracy of
decisions. A positive relationship
with procedural fairness has been
shown empirically for a few forms
of control, including outcome con-
trol (Hartmann & Slapnicar, 2009),
managerial monitoring (Niehoff &
Moorman, 1993), and formalization
(Kurland & Egan, 1999).

Prior literature supports the
idea that procedural fairness is

related to trust at the organizational level (Cohen-
Charash & Spector, 2001; Colquitt et al., 2001).
Procedural fairness serves as an easily available
heuristic on whether an exchange partner is

willing and committed to cooperate (vanden-
Bos, Lind, Vermunt, & Wilke, 1997), and hence
should impact goodwill trust positively (Colquitt
& Rodell, 2012). In addition, fair processes signal
reliability and confidence that outcomes derived
from an exchange should be favorable over time
(Thibaut & Walker, 1975; Tyler & Blader, 2000),
thus engendering competence trust:

Hypothesis 2: The relationship between organizational
control and employees’ trust in the organization is
mediated by procedural fairness.

Study 1 suggested a second mechanism by
which controls influence trust—namely, by
enhancing the organization’s reputation and pres-
tige with external stakeholders. Organizational
prestige describes the socially influenced positive
picture of the organization, including its repu-
tation and status (Highhouse, Lievens, & Sinar,
2003). Control systems are likely to influence
organizational prestige through the provision of
information (Chenhall, Hall, & Smith, 2010). For
instance, Chenhall and Morris (1995) discuss how
formal controls exhibit an organization’s capabili-
ties to outsiders, thereby enhancing its reputation.
Controls also enable consistent and transparent
treatment of all stakeholders, including those
beyond the organizational border, and contribute
to the organization’s reputation for fair dealings.

To our knowledge, the impact of organiza-
tional prestige on employee trust in the organi-
zation has rarely been examined. We expect that
prestige relates positively to trust because trust is
based on relationship-specific information and
prestige provides such information by confirming
that external stakeholders view the organization
as competent and well intentioned. This aligns
with Gillespie and Dietz’s (2009, p. 132) assertion
that employee trust is influenced by the organiza-
tion’s reputation and “standing among industry
and stakeholder networks,” including external
judgments of its products and services. The lim-
ited existing empirical evidence supports a posi-
tive relationship between corporate reputation
and customers’ trust in organizations (Keh & Xie,
2009). We therefore propose:

Hpypothesis 3: The relationship between organizational
control and employees’ trust in the organization is
mediated by organizational prestige.

Method

An online survey was sent via e-mail to a strati-
fied, representative sample of clients and associ-
ates of Krauthammer International (see Study 1
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for description). Participants invited for Study 1
were excluded from the e-mail list for Study 2 to
ensure no individuals participated in both studies.
The survey explained the anonymous and volun-
tary nature of participation, and no inducements
were offered in return for participation. A total
of 787 respondents returned the questionnaire
(response rate 31%). After deleting cases with
extensive missing data, the final sample was 582
respondents (23%). The majority of respondents
were from four European countries (33% the
Netherlands, 30% France, 6.5% Belgium, and 6%
Switzerland), with the remaining 24.5% spread
over 15 European countries. Participants repre-
sented a broad range of organizations (no single
firm comprised more than 4% of the sample),
occupational levels and firm sizes (see Table II).
The majority (90%) worked for privately owned
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companies, and 82% percent were male. The sam-
ple was representative of the demographic profile
of the broader population of Krauthammer con-
tacts, as well as prior company surveys, as con-
firmed by the company contact.

Measures

Participants completed the survey in their
preferred language. All items and instruc-
tions were translated from English into Dutch,
French, German, Swedish, Italian, Spanish, and
Portuguese, and back-translated to check corre-
spondence. Respondents selected their preferred
language. All items are included in Appendix 1.
A seven-point Likert scale (1 = strongly disagree
to 7 = strongly agree) was used for all items. Scales
had good reliabilities (Cronbach’s alphas ranged
from .76 to .89; see Table II).

i Ed FE Descriptive Statistics and Correlations (/V =582)
Mean SD 1 2 3 4 5 6 7 8 9 10
1. Competence 5.26 1.03  (.83)
Trust
2. GoodwillTrust  4.88 1.22 .64** (.89)
3. Output Con- 5.15 1.17 A1** A3%* (.84)
trol
4. Process Con- 4.65 1.12 A40%*  42%%  44%*  (.83)
trol
5. Normative 4.33 1.13 A0%*  AB**  34%*  36%*  (.76)
Control
6. Procedural 4.4 1.23 b52%*  BB6**  41%*  4b**  42%*  (.89)
Fairness
7. Organizational 5.25 0.91 B1%*  Bo**  44**  33**  30**  .48** (.85)
Prestige
8. Management nonmgt: 12% J18**  2b** - 13** .06 .07 J19%* .08
Level lower mgt: 12%
mid. mgt: 44%
sen. mgt: 24%
top mgt: 8%
9. Organiza- private: 90% -.09* -.01 -.08 -.05 -.04 .02 -.04 .01
tional Sector  public/NGO:
10%
10. Organiza- <50:13% -1%* -1% .01 .05 -.05 -.12** -08* -.06 ¥
tional Size 51-250: 27%
251-500: 14%
501-1,000: 9%
>1,000: 37%
11. Gender female: 18% -.01 -.09* -.07 -.05 -12** -05 -02 -12** -03 -.07

male: 82%

Notes: Cronbach’s alphas are displayed on diagonal in parentheses.
*p < .05 level, **p < .01 (two-tailed).

Management level: 1 = nonmanagerial, 2 = lower management, 3 = middle management, 4 = senior management, 5 = top management.
Organizational sector: 0 = private, 1 = nongovernmental organization and/or public.
Organizational size: 0 = less than 50; 1 = 51-250, 3 = 251-500, 4 = 501-1,000; 5 = more than 1,000.
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Organizational Control

Organizational control systems are based on a
configuration of control types—organizational
control subsystems. Informed by the results of
Study 1, three control types were measured: out-
put, process, and normative control. Output con-
trol was measured by four items adapted from
Jaworski, Stathakopoulos, and Krishnan (1993),
which focus on the extent to which standards are
set, progress is monitored, and goal attainment
is rewarded. Process control and normative control
were assessed using the items developed by Sitkin
and George (2005).

While Study 1 suggests that all three of the
control types affect trust in the organization, dif-
ferent organizations will vary in their relative use
of each control subsystem (e.g., two organizations
with strong control systems may

Organizational control
systems are based
on a configuration

of control types—
organizational control
subsystems. Informed

by the results of

Study 1, three control

types were measured:

output, process and

normative control.

use different configurations, with
one dominant in process controls
and the other in output controls).
Therefore, we did not expect the
control subsystems to be highly cor-
related. Indeed, the overall construct
of “organizational control” should
be treated as a formative rather
than a reflective second-order con-
struct (Roy, Tarafdar, Ragu-Nathan,
& Marsillac, 2012). Thus, the over-
all construct of organizational con-
trol was operationalized as a control
index that combined the three con-
trol subsystems.

Procedural Fairness

Procedural fairness was measured
with the five-item scale developed

by Niehoff and Moorman (1993).

Organizational Prestige

Organizational prestige was measured with five
items based on the employer prestige scale of
Highhouse et al. (2003), which we extended
to include prestige among important external
stakeholders, in line with the findings from
Study 1.

Trust in the Organization

Research has identified perceptions of trustworthi-
ness or (“positive expectations”) as a defining char-
acteristic of trust (Coletti, Sedatole, & Towry, 2005;
Cook & Wall, 1980; for an overview, see Dietz &
Den Hartog, 2006; Schoorman et al., 2007). Thus,
we measured trust as employee perceptions of the
organization’s trustworthiness. Specifically, we
measured competence trust as positive expectations
of the organization’s ability and goodwill trust as
positive expectations of the organization’s inten-
tions (Cook & Wall, 1980; Sako & Helper, 1998).

Covariates

As perceptions of both organizational control and
trust in the organization may be affected by the
respondent’s management level, organizational
size, sector, and gender, we controlled for these
variables in our analyses.

Construct Validity

We conducted an item-level confirmatory fac-
tor analysis for all seven latent constructs (pro-
cess control, output control, normative control,
procedural fairness, prestige, competence trust,
and goodwill trust). As shown in Table III, our
hypothesized seven-factor model provided a
good fit to the data (x> = 1,010.52 x?/df = 2.85;
CFI = .93; NNFI = .92; RMSEA = .05; SRMR = .05).
We examined the adequacy of our measurement
model by comparing the seven-factor solution
to several alterative models. These comprised a
model combining the two trust dimensions into
one factor (six-factor model), a model combining
all independent variables into one factor (three-
factor model), and a single-factor model. All of
these models resulted in a significant decrement
in fit as judged by the chi-square difference test;
thus, we proceeded with the seven-factor model
and the model where we combined the control
scales into one index.

Results

Table II presents the means, standard deviations,
reliabilities, and intercorrelations for all variables.
The correlations suggest that multicollinearity

s FEE S Comparison of Alternative Measurement Models

Model X? df X?/df RMSEA CFI NNFI SRMR
Seven-Factor Model 1,010.62 354 2.85 .05 93 .92 .05
Six-Factor Model (Trust Combined) 1,436.43 362 3.97 .07 .89 .87 .06
Two-Factor Model (IVs Combined, Trust Combined) 3,483.49 374 9.31 12 .68 .65 .09
Single-Factor Model 4,079.85 377 10.8 13 .62 B9 .09

Note: RMSEA = root mean square error of approximation; CFl = comparative fit index; NFI = non-normed fit index; SRMR = standardized root

mean square residual.
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should not pose a problem. All VIFs were well
below 10. Sequential regression analyses were
performed to test the hypotheses. The covariates
(gender, management level, sector, and size) were
entered first, followed by the predictors (the con-
trol components), and then the proposed media-
tors (fairness and prestige). This enabled us to
test whether control and the mediators predicted
significant variance beyond the covariates. The
results are presented in Table IV. The three indi-
vidual control scales (output, process, normative)
showed similar relationships with trust: all were
positively and significantly related to both com-
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The mediators explained an additional 20% of the
variance in competence trust and 23% in goodwill
trust. In total, 50% of the variance in competence
trust and 59% of the variance in goodwill trust
was explained by the covariates and predictors.?
To test our mediation hypotheses, we used
the approach outlined by Preacher and Hayes
(2008) examining the indirect effects between

the predictor (control) and out-
come variable (trust) through the
mediators (fairness and prestige)
via bootstrapping. This approach
addresses several weaknesses asso-

The three individual

control scales

petence and goodwill trust (see Model 2). The
strength of the relationship of each control mea-
sure with trust was diminished once the media-
tors were entered into the equation (see Model 3).
Given that the three control measures showed a
similar pattern of relationships with trust, we used
the overall control index in subsequent analyses
(Model 4).

Each of the control components (Model 3) and
the overall control index (Model 4) positively pre-
dicted both competence trust and goodwill trust.
The control index explained an additional 26%
of the variance of competence trust and 30% in
the case of goodwill trust, beyond the covariates.

ciated with the Sobel test (Efron &
Tibshirani, 1993; Mooney, Duval,
& Duval, 1993).2 In Tables Va and
Vb, we provide the estimates of the
indirect effects and the 95% bias
corrected bootstrapped confidence
intervals for our path estimates (no
covariates were included in this
model). All indirect effects were
significant; the bootstrapped con-
fidence intervals did not include
zero. As recommended by Preacher
and Hayes (2008), indirect effect
sizes are reported here as a ratio of

(output, process,

normative) showed

similar relationships

with trust: all were

positively and

significantly related

to both competence

and goodwill trust.

These results support Hypothesis 1: organizational
control relates positively to trust in the organiza-
tion. To further specify this hypothesis, in line
with the results of study 1, all three control types
(process, output, and normative) positively relate
to trust. The two mediators were also significant
predictors of both types of trust (Models 3 and 4).

indirect to total effect (0.56 for competence trust,
0.63 for goodwill trust), as a ratio of indirect to
direct effect (1.25 for competence trust, 1.72 for
goodwill trust), and as a partially standardized
indirect effect (0.33 for competence trust, 0.36
for goodwill trust). Again in line with the results
of Study 1, these findings support Hypotheses 2

. b3 B Regression Analysis on Competence and Goodwill Trust (/V = 582)

Competence Trust Goodwill Trust
Variables Model1 Model2 Model3 Model4 Model1 Model2 Model3 Model4
Management Level 188***  134***  097*** . 095** 2471%**  185***  _ 125%** 126%**
Org. Size -.06 -.071**  -.02 -.024 -.077* -.085**  -.02 -.021
Org. Sector -.08* -.043 —-.057* —-.054* .001 .036 .01 .01
Gender .009 .053 .044 .042 -.046 .002 -.007 -.0M
Output Control .213*%**  .068* .226%**  Q7**
Process Control 216%**  116%** 221%**% - Q75%*
Normative Control 264% %% 142%** 281%**%  136%**
Control Index 244%** 215%**
Procedural Justice G R A 373%#** 372%**
Org. Prestige A28%** A ** 313%** 312%**
R? ad|. .040 .301 .499 .498 .065 .364 .589 .592
F 6.884*** 36.049*** 63.606*** 82.049*** 10.935%** 47.540*** 91.660*** 116.928***
AR? .261 .198 .299 .225

Note: *p < .05 level, **p < .01, ***p < .001.
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(v b2 Direct and Indirect Effects for
Competence Trust

Bias-Corrected

Bootstrap 95%

Estimate Confidence Interval
Total 0.35(0.04) 0.27,0.43
Cl=PJ=CT 0.13 (0.03) 0.08, 0.20
Cl=0P=-CT 0.22 (0.03) 0.15,0.28
Notes: N = 606.
Bootstrap Confidence Intervals were constructed using 1,000
resamples.

Direct Effect CI=CT = 0.28** (0.04). Standard error in parentheses.
Cl = Control Index, PJ = procedural justice, OP = organizational
prestige.

(B2 A Direct and Indirect Effects for
Goodwill Trust

Bias-Corrected

Bootstrap 95%
Estimate Confidence Interval
Total 0.49 (0.05) 0.41,0.58
Cl=PJ=GT 0.31(0.04) 0.24,0.39
Cl=O0P=GT 0.18(0.03) 0.13,0.24

Notes: N =572,

Bootstrap Confidence Intervals were constructed using 1,000
resamples.

Direct Effect CI=GT = 0.29%** (0.05). Standard error in parentheses.
Cl = Control Index, PJ = procedural justice, OP = organizational
prestige.

and 3: procedural fairness and organizational
prestige mediate the relationship between organi-
zational control and trust. In addition, we tested
whether the strength of the mediating effects dif-
fers between the mediators: for competence trust,
organizational prestige was a significantly stron-
ger mediator than procedural fairness; for good-
will trust, no significant difference

and organizational
prestige mediate the
relationship between

organizational control

existed.

Procedural fairness

Discussion

The results of Study 2 provide
quantitative support for the pro-
posed control-trust relationship
(H1). In line with the qualitative
insights from Study 1, all three
types of control—output, process,
and normative—were each posi-
tively associated with employees’

and trust.

trust. Furthermore, Study 2 quan-
titatively supports the hypothesized mediating
role of procedural fairness and organizational
prestige. The mediating role of procedural fair-
ness aligns with the Study 1 findings as well
as the theoretical idea that “protection against

the arbitrariness of the system” is a concern for
employees. The mediating role of prestige is also
consistent with the Study 1 results and theoreti-
cal work suggesting that employees rely on the
organization’s external reputation when judging
their employer.

Study 3: A Qualitative Examination
of the Control-Trust Relationship

To complement the quantitative Study 2, we con-
ducted an interview study to qualitatively explore
how organizational controls influence trust.
While both Studies 1 and 2 indicate that well-
executed controls are positively associated with
employee trust in their organization, Study 1 also
suggested that poorly implemented controls (e.g.,
using double standards or being overly strict)
might negatively impact organizational trustwor-
thiness. Thus, in this third study, we aimed to
further explore how the type of implementation
of controls might influence the control-trust rela-
tionship. This study also enabled examination of
the transferability of the Study 1 and 2 findings
to a new sample, and triangulation of the results
with a third method—in-depth interviews—that
allowed follow-up questioning and explicit prob-
ing on the relationship between control and
trust. In contrast to Study 1, which used an open-
response survey design, participants in the Study
3 interviews were asked explicitly how controls
impact on organizational trustworthiness and
probed to consider both the positive and poten-
tially negative effects of control on trust. This
ability to probe helped us further enrich under-
standing of how control relates to employees’
trust in the organization.

Participants and Method

Asampleof27 managersfrom the United Kingdom,
Switzerland, and Germany were e-mailed an invi-
tation to participate in the research study. They
were informed that participation involved a sem-
istructured telephone interview to discuss trust
and control in their employing organization.
Managers were drawn from a convenience sam-
ple consisting of associates and alumni (executive
programs) of a UK and a Swiss university and were
purposively selected to represent a range of firm
sizes, sectors, and management levels. The sam-
pling of both Anglo-Saxon (48%) and Germanic
(Swiss or German 52%) participants was informed
by literature indicating that these countries have
clear, yet distinct, views on controls (Lane &
Bachmann, 1998). The majority of participants
were male (85%), from nongovernment organi-
zations (92%), and represented higher manage-
ment levels. Respondents originated from small
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(29%), medium (30%), and large (41%) firms in
both services (63%) and manufacturing (37%)
sectors. Confidentiality and the voluntary nature
of the interviews were emphasized, and no incen-
tives were offered for participation. All interviews
were audio-recorded for transcription. Interviews
were conducted in the participants’ preferred lan-
guage and, if needed, translated into English by
a professional translator. Appendix 2 shows the
interview questions.

Analysis

Transcripts were entered into NVivo9 and ana-
lyzed thematically using template analysis (King,
2004) by two of the authors. We followed a com-
bined deductive and inductive approach, using
a priori categories from our previous studies and
the trust and control literature where relevant,
while also identifying novel codes emerging from
the data. The coding process was recursive and,
while acknowledging that no template is ever
“final” (King, 2004), saturation was assumed
when no additional themes were found (Guest,
Bunce, & Johnson, 2006). To ensure coding reli-
ability, the two coders independently double-
coded four randomly selected transcripts (two
from each cultural group), representing over 10%
of the data. Cohen’s Kappa statistics exceeded .75
for all categories coded, indicating good interrater
agreement (Fleiss, 1981). Once the coding tem-
plate was finalized, it was reapplied to all tran-
scripts to ensure consistency (Braun & Clarke,
2006). Appendix 3 shows the coded themes with
sample quotes.

Results

Consistent with Study 1 and 2, the majority of
interviewees (19/27; 70%) identified that con-
trols enhance the organization’s trustworthiness
and identified the same three types of control as
facilitative of trust. Two interviewees described
a negative impact of controls on trust, and a
further five identified both positive and nega-
tive effects. One participant did not see any link
between control and trust. When subsequently
prompted to consider possible negative effects
of control on trust, a further 46% identified a
potential negative influence under certain cir-
cumstances. In line with the other two studies,
two superordinate themes explained how con-
trols contribute to trust: (1) controls enhance
the organization’s reputation and competence
(identified by 70%, N = 19) and (2) controls
enhance fairness and support (identified by
63%, N =17). These themes and their subthemes
are described below (see Appendix 3 for addi-
tional quotes).
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Controls Enhance the Organization’s Reputation
and Competence

Three subthemes identified how controls enhance
the organization’s competence, performance,
integrity, and general reputation.

tion’s competence: Interviewees
described how controls signaled
the organization’s competence
and ability to deliver high-qual-
ity outcomes. Both the pres-
ence of internal controls (e.g.,
quality controls, standardized
work conformations, and per-
formance appraisals) and fulfill-
ing the requirements of external
regulatory bodies (e.g., govern-
ment and professional bodies)
were seen as providing informa-
tion about the organization’s
competence to different stake-
holders, particularly to custom-
ers and employees. For example:

“I think our quality controls are an
important part of our trustworthi-
ness. Externally, if our customers
know that we have stringent qual-
ity controls, then they can trust
our products to do what they say.”
(Case 12, UK senior manager,
large manufacturing business)

“They [the quality controls] have
a direct impact. If the customer
is satisfied, we too trust our prod-
ucts more. There is more trust that
when the order is processed, it will
work.” (Case 22, German man-
ager, small private industrial
company)

“There are specific moderating/
controlling bodies that look at
that [company communication
with stakeholders] from outside in
a way where we are accountable.
We want and have to inform these
bodies on the organization’s oper-

1. Controls provide information about the organiza-

Both the presence
of internal controls
(e.g., quality controls,
standardized work
conformations,
and performance
appraisals) and
fulfilling the
requirements of
external regulatory
bodies (e.g.,
government and
professional
bodies) were
seen as providing
information about
the organization’s
competence
to different
stakeholders,
particularly to
customers and

employees.

ations and as such there is then an external
second opinion and checking stage. I think
this too can help to further build up trust in
the company.” (Case 15, German manag-
ing firector, small financial services firm)

2. Controls align employees with organizational

goals, enhancing competence: Controls were
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perceived to align employees with organiza-
tional goals by motivating and ensuring that
employees reliably and efficiently produced
high-quality goods and services, and delivered
on commitments to customers and inter-
nal stakeholders. This was seen to enhance
organizational performance and firm reputa-
tion. Evaluation and monitoring processes
were also described as feedback mechanisms
that enabled continuous improvement. Con-
trol mechanisms used to facilitate alignment
included output controls (e.g., customer feed-
back processes, target setting, performance
appraisal) and process controls (e.g., quality
assurance processes, standard operating pro-
cedures, codes of conduct). For example:

Organizational

cross meetings)

monitoring the ethical

employees.

“I think they [the control systems]
have a large impact [on organiza-
tional trust] because this system

controls (e.g., codes ~ forces us, or the employees are

pushed through monetary incen-

of conduct, policies,  tiyes, to do a good job for the

customer. And attached to that is
what the customer was promised

were perceived and that fosters trust.” (Case 20,

Swiss senior manager, large pri-

toplayacentral  yate IT services firm)

role in protecting

3. Controls demonstrate and protect

firm reputation by ~ organizational integrity: Organiza-

tional controls (e.g., codes of con-

making salientand  quct, policies, cross meetings) were

perceived to play a central role in
protecting firm reputation by mak-

and behavioral ing salient and monitoring the ethi-

cal and behavioral expectations of

expectations of  employees. Rapid sanctioning of

unethical or underhanded behavior
(e.g., bribes) and adopting standards

that went beyond minimum regula-
tory compliance to protect stakeholders (e.g.,
food packaging standards to protect consumer
safety) were seen as demonstrating the organi-
zation’s integrity. For example:

“One of the key elements that can affect
trustworthiness is obviously the behavior of
employees, because employees represent the
company, and there are a set of very stringent
controls in my company on what employees
are allowed to do and not allowed to do.
Even things that may not be improper, but
may have a perception of being improper... .
We have had examples of people who have
taken payments in Germany in the last few
years which had a lot of negative press and
they were dealt with very quickly. So we have

quite a strong moral code if you like, but it’s
written down, it’s proceduralized. So that
element I do think affects the company’s
trustworthiness.” (Case 10, UK depart-
ment manager, large multinational)

Controls Enhance Fairness and Support

Two themes highlighted how organizational con-
trols create fair, consistent processes and mecha-
nisms to support and protect employees.

1. Controls support fairness and consistency: Con-
trol mechanisms, particularly performance
appraisals, compensation systems, and cus-
tomer feedback processes, were perceived to
enhance fairness and consistency in the treat-
ment and appraisal of employees and the dis-
tribution of rewards. These mechanisms were
seen to guard against personal favoritism by
providing a consistent and transparent basis
for decision making. Controls were also seen
to facilitate open communication and hon-
est feedback and enable employees to voice
concerns. As one interviewee explains, fair
performance appraisals are critical to trust:

“These controls impact on my assess-
ment of my organization's trustworthiness
because there is a fairness in the organiza-
tion because it [the performance appraisal]
is not just being done by an individual man-
ager. I worked for organizations before where
one manager made all the decisions about
how his staff were performing. There were
no checks or balances, so if he liked them—
irrespective of how good their work was—
they would get good rewards. If he didn’t
like them, they wouldn’t. With the current
system where I work now, because there is
fairness across the board, and it is handled
independently by the HR department, I get
the feeling that there is a far greater fairness.
And because of that fairness, you feel that
the organization is trustworthy.” (Case 8,
UK project leader, financial services firm)

2. Controls protect and support employees: Inter-
viewees described that controls enhance orga-
nizational trustworthiness by supporting and
protecting employees and demonstrating the
organization’s genuine care and concern for
them (i.e., benevolence). For example:

“It’s important that we have control systems
for employees as well, because monitoring is
not just something negative. In our field it’s
possible to manipulate people, our employ-
ees, and I have to protect them. And that
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ultimately also has something to do with
trust. So that means these processes ulti-
mately have the effect that trust within and
outside of the company increases. Because 1
need a monitoring system that doesn’t allow
an employee to be stitched up by a credit
intermediary. And I have to be able to pro-
tect the employee so that nothing happens
to him. And therefore this four-eyes prin-
ciple is not saying, ‘I want to annoy you, 1
don’t trust you’ but it’s saying ‘I'm protect-
ing you.”” (Case 19, German CEO, small
financial services firm)

The Potential Negative Role of Control
in Organizational Trustworthiness

Three themes emerged that highlighted how the
poor implementation of organizational controls
could undermine trust. Each of these themes is
described next in the order most cited, with sup-
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2. Over-control: A total of 30% of interviewees

identified that controls could have a negative
impact on trust when they are too extreme,
inappropriate, or take the form of microman-
agement. Several interviewees explained how
micromanagement (i.e., overly strict process
controls or monitoring) signals a lack of trust
in employees, which in turn undermines
employees’ trust. Inappropriate use of controls
included monitoring how highly qualified
employees performed their work or using con-

trols so strictly that they went
beyond “logical bounds.” The

need for balance and a “happy Control mechanisms

medium” in the implementa-
tion of controls was empha-

sized: implemented

“So I wouldn’t want to have con-
trol mechanisms to an extent

that are not

in a consistent,

portive quotes shown in Appendix 4*:

1. Inconsistent or non-transparent implementation

of controls: A total of 37% of interviewees
identified that control mechanisms that are
not implemented in a consistent, transparent,
clear, or timely manner can undermine trust.
This negative effect predominantly related
to performance appraisal and reward mecha-
nisms that were inconsistently or opaquely
applied due to a subjective bias, a lack of time,
or a conflict with the values of the organiza-
tion. For example:

“I think the main negative impact is time.
A lot of managers are very, very busy, and
people that manage staff generally, are so

where the employee says ‘they
don’t trust me’ ... so long as
the control mechanisms assess
whether an employee has met tar-
gets, I think that doesn’t have a
negative impact on trustworthi-
ness. It would have a negative
impact, 1 think, if you also sug-
gested the way to the target, or not
only suggested it but monitored it:
‘What are you doing today? What
are you doing tomorrow and what
arrangements are you making?’
If you did that then the employee
would feel like he was under
review, controlled in the sense of
‘they don’t trust what I'm doing.’

transparent, clear,
or timely manner
can undermine trust.
This negative effect
predominantly related
to performance
appraisal and reward
mechanisms that
were inconsistently
or opaquely applied

due to a subjective

busy, that often the appraisal schemes get
put on the back burner and maybe don't
happen, or don’t happen as often as they
should. So that leaves people feeling ‘oh
well, my manager hasn’t had my one to one,
or my appraisal for the last five months,’
promoting within the individuals the feeling
that I am not being looked after, I am not
being cared about within the organization.”
(Case 4, UK department leader, financial
services firm)

This quote highlights that control systems can
raise employees’ expectations of the quality and
timeliness of feedback from their managers (in
this case, appraisal guidelines stipulated feedback
every quarter), which—if not consistently imple-
mented—undermine perceptions of the organiza-
tion’s goodwill trust. Other examples included a
lack of clarity in agreeing on contracts with clients
or in communicating the reasons for changes.
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And that is not the case in our
company.” (Case 25, Swiss mid-
dle management, large manu-
facturing company)

Controls can encourage untrust-
worthy  behavior: Two inter-
viewees described how control

bias, a lack of time,
or a conflict with
the values of the

organization.

mechanisms may undermine
trustworthiness when implemented in a way
that incentivized dishonesty and “playing the
system” for individual gain. For example, a
senior manager in a Swiss IT firm described
how the control system in his organization
(which heavily incentivized sales and cus-
tomer service) reduced the organization’s abil-
ity to deliver on commitments:

“It [the control mechanism] ends up putting
a large burden on the employee because it’s
a very sales driven system. Too much is sold
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and that leads to a situation where we can’t
deliver anything, which damages trust.”
(Case 20, Swiss senior manager, large IT
services firm)

Discussion

This third study corroborates and extends the
findings from Studies 1 and 2. It provides further
evidence for the proposed model indicating that
well-implemented organizational control systems
(including process, output, and normative con-
trols) positively affect trust in the organization
by (a) enhancing the organization’s
reputation and competence (i.e.,
organizational prestige) and (b) facil-
itating the fair, consistent, and sup-
portive treatment of employees (i.e.,
systems (including ~ procedural fairness). Importantly,
while supporting the positive rela-
tionship between well-implemented
controls and trust in the organiza-
tion, this study also extends under-
positively affect trust  standing by revealing that poorly
implemented controls can under-
mine trust in the organization—
namely, when control systems are
implemented in an inconsistent,
the organization’s ~ opaque, or overly strict manner, or
in a way that (unintentionally) pro-
duces untrustworthy behavior.

competence (ie., Overall Discussion

organizational In this article, we proposed a novel
conceptual model of how organi-
zational controls relate to employ-
ees’ trust in their organizations.
This model, derived from an initial
consistent, and exploratory qualitative study (Study
1) and existing literature, proposed
that organizational controls—
namely, output, process, and norma-
tive controls—impact on employees’
procedural fairness).  trust in their employing organiza-
tion via two mechanisms: facilitating
procedural fairness and enhancing
organizational prestige. The model was supported
through both a large quantitative survey study
(Study 2) and in-depth interviews (Study 3).

To our knowledge, this is the first article to
examine how a broad set of organizational con-
trols relates to employee trust in the organization,
and to explore mediators of this relationship. The
study responds to recent calls to clarify in whom
the individual is trusting (Fulmer & Gelfand, 2012)
and shows how control systems relate to employ-
ees’ trust in their employing organization. In
contrast, prior work examining the control-trust

Well-implemented

organizational control

process, output, and

normative controls)

in the organization

by (a) enhancing

reputation and

prestige) and (b)

facilitating the fair,

supportive treatment

of employees (i.e.,

relationship has focused largely on interpersonal
trust rather than on trust in the organization. The
empirical findings from our three studies clearly
suggest that having sound and well-implemented
control systems is positively related to employees’
trust in their employing organization.

Drawing on the insight that organizational
controls are integral to organizational function-
ing (Snell & Youndt, 1995), we cannot support
the view of some scholars who argue that with
the “end of bureaucracy,” trust will substitute
for control (e.g., Heckscher & Donnellon, 1994).
Rather, we find that, particularly in the aftermath
of the recent financial crisis, control systems
remain firmly in place as a central way of influ-
encing employee behavior and trust continues to
be viewed as an important organizational resource
(see Adler, 2011, for an overview of this debate).
Hence, it is pivotal that organizations understand
how trust and control relate, and how the pos-
sible negative effects of controls on trust can be
avoided.

Our results suggest that well-implemented
organizational control systems enable trust in the
organization directly (e.g., by signaling predict-
ability and reliability), as well as indirectly (e.g.,
by facilitating perceptions of both fairness and
the organization’s prestige). Focusing first on the
mediating role of procedural fairness, the results
show that for employees, controls indeed seem to
act as “protection from the arbitrariness of the sys-
tem” (Weber, 1978). While this positive effect of
control on trust via procedural fairness has long
been theorized, our studies now provide empiri-
cal support. The results of our three studies con-
sistently suggest that procedural fairness is a core
variable in “translating” structural, more-system-
related variables such as organizational control
into individual attitudes such as trust in the orga-
nization. The qualitative data further illustrate
that the importance of procedural fairness for
employees extends beyond the boundaries of the
organization—the fair treatment of customers and
other stakeholders also affects employees’ percep-
tions of the trustworthiness of their employing
organization. To our knowledge, these spillover
processes have not yet received much attention
and provide a rich area for future research.

Our second mediated relationship shows that
controls enable companies to gain and maintain
a positive reputation with external stakeholders,
which in turn affects employee trust. The inter-
view data illustrated that employees consider
how their employer is regarded by those outside
the organization when assessing organizational
trustworthiness, and that a solid reputation and
prestige among external stakeholders, such as
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customers and regulators, relate positively to
employee trust in the organization. There are
two routes for further investigation arising from
these findings. First, further exploration is war-
ranted on how external evaluations of the orga-
nization impact on employees’ attitudes toward
their employer and their inner work life (see, for
instance, Edwards, 2010; Lievens, Van Hoye, &
Anseel, 2007). Second, while we find that control
and prestige correlate positively, the assumption
that controls might even restore organizational
prestige and trust after a trust failure still needs
to be tested empirically (Gillespie & Dietz, 2009;
Gillespie, Dietz, & Lockey, 2014).

While all three studies clearly indicate that
sound, well-implemented control systems posi-
tively relate to trust in the organization, the first
and third studies nuance this finding by identi-
fying that the poor implementation of control sys-
tems can undermine trust in the organization.
The findings highlight the practical importance
of carefully managing the implementation and
design of control systems to ensure that: (1) con-
trols are applied transparently and consistently
(rather than inconsistently or in an overly strict
manner), (2) the impact of the control system,
both intentional and unintentional, incentivizes
trustworthy, competent behavior (rather than
giving leeway to untrustworthy behavior), and
(3) the rationale for the controls (i.e., why they
are used) is clear and focused on ensuring reliable
goods and services and protecting and supporting
stakeholders (rather than as an omnipresent sur-
veillance tool to micromanage staff). For example,
the findings show that control systems that are
inconsistently implemented, because supervisors
choose to execute these systems in highly vary-
ing ways, are perceived as unfair, which decreases
trust.

Recent HR literature makes the distinc-
tion between the HR policies and practices that
are espoused or intended (the “HR policies on
paper”) and those that are actually implemented
in the organization by management (e.g., Nishii
& Wright, 2008). However, this distinction has
not yet been discussed in the literature on orga-
nizational control (systems), for which it is also
relevant. While organizations may have central-
ized HR policies and practices (as one example
of control systems), line managers usually have
some freedom in the way they implement such
practices and thus are likely to differ from one
another in how they implement them (for exam-
ple, how strictly they monitor, how specifically
they formulate and measure performance goals,
etc.). Subsequently, different employees in an
organization might receive and perceive different
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practices (e.g., Den Hartog & Boon, 2013). In line
with this, studies examining HR managers’, line
managers’, and employees’ views of HRM show
that these perspectives are often at best moder-
ately correlated and that it is not the intended or
espoused practices but rather the practices that are
implemented that affect employee perceptions,
attitudes, and performance-related outcomes (e.g.,
Den Hartog, Boon, Verburg, & Croon, 2013; Liao,
Toya, Lepak, & Hong, 2009). Our findings suggest
that a stronger focus on how controls are imple-
mented or enacted by different managers is also
relevant for the control literature. In particular,
we advocate for further research examining the
transparency and consistency of implemented
controls, the perceived intent behind these imple-
mented controls, as well as their perceived conse-
quences of controls.

Study Limitations

The findings should be considered with the fol-
lowing limitations in mind. Due

to the cross-sectional nature of the
Study 2 quantitative data, the direc-
tion of causality cannot be tested. If
we use causal or directional terms,
we infer the directionality from
theory, not the data. However, the
interview data suggest that inter-
viewees “theorize” the relationships
similarly. Thus, while we assume in
this article that organizational con-
trol helps build and maintain trust
in the organization, based on our
data we cannot preclude the pos-
sibility that there may be bidirec-

A solid reputation
and prestige among
external stakeholders,
such as customers
and regulators,
relate positively to
employee trust in the

organization.

tional influences: those who trust
their organization more may perceive the control
system in a more positive way (e.g., they may infer
more positive intentions behind the controls than
those who trust less). Future research using longi-
tudinal or experimental designs is recommended
to clarify and test causal direction.

Another limitation stems from our sampling.
While our respondents come from a broad range
of industries and companies of different sizes, the
sample across the three studies is skewed toward
males and employees with managerial respon-
sibilities. Hence, it is important to replicate our
findings with a sample that includes more females
and employees without management positions.

Our quantitative results may suffer from com-
mon source variance (Podsakoff & Organ, 1986).
Some researchers dispute the magnitude of over-
estimation from same-source data (Crampton
& Wagner, 1994); however, we cannot rule out
that the magnitude of the reported relationships
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between control, procedural fairness, prestige,
and trust in Study 2 may be inflated. It is rec-
ommended that future research adopt different
sources for assessing control also because at pres-
ent only a limited understanding exists of how
the objective properties of control systems trans-
late into employees’ perceptions of the controls.

Conclusion

To conclude, the three studies reported here con-
sistently suggest that organizational controls,
when well executed, have both a direct positive
influence on employees’ trust in the organization
and an indirect positive influence by enhancing
employees’ perceptions of procedural fairness and
organizational prestige.

Notes

1. To contextualize these responses, the majority of
respondents (68%, N = 42) perceived their employer
as trustworthy.

2. To additionally control for the potential influence of
employee tenure on the relationship between con-
trols and trust, we repeated the analyses reported

in Table IV controlling for tenure, using the sample
of respondents who completed the tenure question
(N = 240).Tenure had no significant influence on com-
petence (b = -.03, p > .05) or goodwill trust (b = .00,
p > .05), and the same pattern of significant results
was found.

Specifically, it allows a test of multiple mediator
models, does not rely on the assumption of a nor
mal distribution, and the number of inferential tests
is reduced, thus attenuating the probability of type
1 errors (Preacher & Hayes, 2008; Shrout & Bolger,
2002).

It is noteworthy that almost half (42%) of the iden-
tified reasons for a negative relationship between
trust and control were hypothetical in nature. That
is, it had not been directly experienced or observed
by the interviewee in their workplace. For example,
interviewees described that “if” the control system
was implemented inconsistently, or “if” the system
became too strict, “then” it would have a negative
impact on trust, or that “They could imagine that..
and “You could argue that. . suggesting these were
anticipated rather than observed consequences.
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Study 2 Survey Items

Construct Survey Items
Competence 1. This organization is capable of meeting its responsibilities.
Trust 2.This organization is known to be successful at what it tries to do.

3.This organization does things competently.

Goodwill Trust 1.This organization is concerned about the welfare of its employees.
2. Employees’ needs and desires are important to this organization.
3.This organization will go out of its way to help its employees.
4.This organization would never deliberately take advantage of its employees.
5.This organization follows commonly held ethical values.

Output Control 1. Specific goals are established for my job.

(to be added 2.The extent to which | attain expected goals is monitored.
to the Control 3. | receive feedback from my work context (immediate supervisor or from team
Index) members) concerning the extent to which | achieve expected goals.

4. My career progression is dependent on my performance relative to expected goals.
Process Control 1.There are written rules concerning many organizational activities.

(to be added 2. Written rules are strictly enforced.

to the Control 3. Written rules and procedures are followed.

Index) 4.There are clear formalized procedures for resolving conflict in this organization.
Normative 1. When employees violate important norms, peer pressure is used to correct their
Control (to be behavior (e.g., if an employee is known to freeride, his colleagues will try to change
added to the her/his behavior).

Control Index) 2.Violations of unwritten norms are punished (e.g., employees who always gossip
are shunned).
3. Employees who violate important organizational values/ethics are disciplined (e.g.,
they get issued a caution).

Procedural 1. Job decisions are made in an unbiased manner.
Justice 2. Employees’ concerns are heard before job decisions are made.
3.To make job decisions, accurate and complete information is collected.
4. Job decisions are applied consistently across all affected employees.
5. Employees are allowed to challenge or appeal job decisions made by manage-
ment.

Organizational 1. Employees are proud to say they work at this organization.

Prestige 2.This organization has a reputation of being an excellent employer.
3.The goods and services produced by this organization are well received.
4.This organization has a good reputation with its customers.
5.This organization has a good reputation with its suppliers.
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Study 3 Open-Ended Questions

Please take some time to reflect upon the following questions and give us as much information as pos-
sible in your examples to help us understand your perspective.

1. In your opinion, is your organization trustworthy?
a) Please tell us why you think this is the case.
b) How important is it to you that your organization is trustworthy? Why?
¢) How would you rate your organization’s trustworthiness on a scale from 1 to 7 (1 meaning “to a
very low degree” and 7 “to a very high degree”)?

2. How does your organization control its employees’ performance and the quality of their work?
a) What processes/systems does it use? Could you give us some examples?
b) Are there any other systems that are used?

3. How do these organizational controls impact on your assessment of your organization’s
trustworthiness?

a) If respondent only described positive effects of controls, the interviewer asked, “Can you think of
any negative impacts of these controls on the organization’s trustworthiness or on your trust in the
organization?” and “Can you provide any examples of these negative impacts?”

b) If respondent only described negative effects of controls (i.e., undermines trustworthiness), the
interviewer asked, “Can you think of any positive impacts of these controls on the organization’s
trustworthiness or your trust in the organization?” and “Can you provide any examples of these
positive impacts?”

(V2= e <l Reasons for the Positive Impact of Organizational Controls on Organizational Trustworthiness*
Theme 1: Controls Enhance Organizational Reputation and Competence (70%, N = 19)
Subtheme 1: Controls provide information about organizational competence.

“It (standardized work conformations and performance appraisal system) helps me have a level of
comfort in my organization. It demonstrates to me that they have a plan, that they know where they
want to go, and | have a contribution to make to that” (#2, SM)

“There is some form of external rigid regulation on what you do, and that brings quality assurance
to a number of issues. So in terms of technical performance, there are lots of things in place to make
sure that you can rely on the standards within the firm, to make sure that things get done properly.”
(#6, SM)

“People know of course that we analyze the evaluation forms and the monitoring process regularly
and use the information to make the service, so the training, better.” (#24, SM)

Subtheme 2: Controls align employees with organizational goals enhancing competence.

“The controls that we have in place make us very reliable, and trustworthy in terms of ‘Can | rely on
this organization if | have a problem?’We have to pick up the phone in a certain number of rings. You
will never get an answer machine. Some of our controls are there to make sure we deal with a ticket
in a relatively short period of time. Our guarantee to the client is that you are going to get excellent
service and fanatical support. So yes, those types of controls are there to increase trustworthiness.”
(#5, PM)

“Through these [quality control meetings] we have the chance to increase our quality and to check
whether trust is justified.” (#21, SM)

One employee described how his company adopted a stricter quality assurance testing process that
enables small batches of coding to be checked regularly rather than at completion, in addition to a
set procedure for understanding the client’s expectations. He links this to the organization’s trustwor-
thiness by stating that it not only enables the programmers to develop software more efficiently and
effectively, but it also facilitates the organization meeting its commitments: “So you are not going

to get to the end of a long process, think ‘yes, | have completed it, done’ and then the customer, or
somebody internally, turns round and asks a question ‘what about . . .?" and you find that you have
actually missed the target. | think that has a positive impact upon the trustworthiness.” (#9, PM)

Continued
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Reasons for the Positive Impact of Organizational Controls on Organizational Trustworthiness*
(Continued)

Subtheme 3: Controls demonstrate and protect organizational integrity.

“By being a bank, we are an organization that has to be honest, has to behave. That is paramount
amongst staff. So we have an awful lot of cross meetings, both management down to the staff, and
across staff and management, basically across the whole structure. It would be very difficult not to
be trusted and trustworthy. It would become very obvious very quickly if people were doing things
that were either underhand, or they were trying to hide things that were done.” (#8, PM)

“We supply direct food contact packaging, so ultimately it [the quality control and conformance
systems] is a question of consumer safety. So trustworthiness as far as the ability to not only pro-
duce legal products from a legislative point of view but also from a consumer point of view, there
are ways to meet standards, and make the reasons behind the standards part of why you do what
you do. And | think the difference there is that you can meet standards, by doing a series of things
to make sure that you conform. But in terms of being truly trustworthy, trustworthiness is whether
you would continue to do that even if the standards did not exist, and if there were no laws protect-
ing consumer safety as regards packaging. Would you continue to do the right thing? And | feel that
we would, because we believe in the logic of what we are doing. We do not feel that the legislation
exists purely to create problems and hurdles for businesses, which is sometimes the view of busi-
ness leaders (you know, that legislation can become too much). We try to be trustworthy, because
part of being trustworthy is, | believe, deliberately seeking to find out as much information as you
can, over and above that which is normally demanded by the standard, and seeking to do things bet-
ter regardless of whether you are being told to in law, or whether best practice is forcing you to. So
it’s trying to set standards of improvement and standards of consumer safety, far and above those
that are mandated.” (#1, SM, emphasis added)

Theme 2: Controls Enable Fairness and Support (63%, N = 17)
Subtheme 4: Controls facilitate fairness and consistency.

“I think our quality controls are an important part of our trustworthiness... . Internally, a system of
annual reviews lets employees trust that the organization is going to deal with them on a consistent,
fair basis. So each has to go through that process and then they know that nobody is being targeted
unfairly or is given favorable treatment.” (#12, SM)

“So putting controls in place, in the end can only enhance trustworthiness because people can see
that there is a consistent basis for decisions in the future.” (#5, PM)

“Some of the factors measured are attributes, including caring, learning, sharing, social responsibil-
ity. So this is something that is measured across the organization. So people realize that, as a matter
of trust, that it is not applicable to just one or two people, it is applicable to everybody in the organi-
zation, right from the CEO and chairman down to the newest employees. This consistency can make
a difference. | think it goes a long way in enabling the trust in the organization.” (#26, PM)

“There is a single control system. Because of this there is consistency in how the employees are
monitored. As we have a global system, there is the possibility for comparison and if there were to
be large discrepancies [in the way employees were assessed], you would be able to find this out rela-
tively easily and correct it” (#27, SM)

When asked how controls influence organizational trustworthiness, one manager responded: “/ think
a huge amount, because we all take it [performance appraisals, customer feedback processes and
exit interviews] very, very seriously and everybody goes through a 360 degree process. So it's really
having very open communication channels to enable people to express concerns that they have in
terms of the behavior of the organization or its membership.” (#6, SM)

Subtheme 5: Controls support and protect employees.

“There are positive effects of monitoring. Through this monitoring system | can also offer support, so
you can support someone with something where you know that this person perhaps has specific dif-
ficulties... . These organizational controls are taken in a positive way most of the time. Not so much
‘I'm monitoring what you’re doing’ but in the sense of ‘| am supporting you in what you are doing’
and the fact that we are monitoring their work as well, is ancillary to that. What is in focus is the
support given to employees or a group to help them meet targets.” (#23, MM)

Notes: *Quotes are in response to the question of whether organizational controls influence organizational trustworthiness.

Case numbers < 12 indicate UK respondent, those > 12 indicate German/Swiss respondent.
SM = senior manager; MM = middle management; PM = project manager.
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A2 a0t if - Reasons for the Negative Impact of Organizational Controls on Organizational Trustworthiness*

Theme 1: Inconsistent or unfair implementation of controls (37%, N =10)

“The weakness is that this is people assessing people, and people’s objectivity and scope is there.
There are situations where the assessments are done truly and fairly and there are assessments
which are perhaps subjective and false. And that can cause a lack of trust within certain divisions or
amongst individual employees.” (#27, SM)

“We have a different process for salaried employees and non-salaried employees. They should have
annual appraisals, personal development plans, agreed objectives, interim reviews and we are hope-
less at it. We are not consistent, and we don’t manage poor performers well.” She later describes that
this lack of control negatively impacts on organizational trustworthiness, “Because the organization
accepts poor performance ... rather than dealing with poor performers and asking them to leave, it
just accepts them.” (#11, MM)

Theme 2: Over-control (30%, N = 8)

“At the end of the day there is a human being facing all of this [the control systems]. | personally
think that too much control is counterproductive. It should always be within logical bounds. You
should examine the people who you employ better. You should go on gut instinct. You should see
that you have put together a sound team and then you should trust the team a little more instead of
trying to control everything and everyone. That is discouraging.” (#16, SM)

“For this reason, they [controls] are used only for very simple tasks where an organizational control
has more value. It's different with highly qualified employees. | don’t use organizational controls
there. They are available but not used as much because it's counterproductive. That you learn rela-
tively quickly ... if you overload the organizational controls, it's completely counterproductive.”
(#23, MM)

“Before there was always a bit of slap dash, now it is more controlled, which has had to be forced

through following a process. And | would say more than half of the company, because it is a small
company, were a bit negative about having to follow any process. But then the process now is not
followed to the nth degree. So there is a happy medium struck. If he [the new QA professional] fol-

lows it [the process] to the level of crossing every ‘t” and dotting the ‘i’s,’ then | think it could end up
being negative.” (#9, PM)

“If you were to change how things are done and the company was led in a very top-down way and
everything was monitored in terms of services rendered and progress made—in that case, | think
that would certainly have a negative impact.” (#18, MM)

Theme 3: Controls can encourage untrustworthy behavior (7%, N = 2)

In describing the system used to control the completion and feedback on tasks, a manager explained:
“For example, if someone tries to get round the system to look better in a crowd for example, they
can make multiple tickets for one task. Or they could attribute themselves more tickets, so they won't
complete a task to the highest quality in the hope that the customer will not be proactive with their
feedback. Equally someone could try to keep quiet about mistakes because they don’t want it to
affect their rating.” (#15, CEO)

Note: *Quotes are in response to the question of whether organizational controls influence organizational trustworthiness.
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