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Abstract 
This article focuses on how institutions matter in generating relationships of trust in an 
environment of unequal power. Trust is seen as the truster’s expectation that the trustee 
will act trustworthily out of moral commitment and/or interest in continuing the 
relationship. The weight given to self-interest and moral commitment might differ across 
individuals and institutional settings. Using cross-sectional data from a survey conducted 
in 2006 on Swedish employment relations the authors show that perceived power 
asymmetries between an employee and his/her superior have a negative impact on trust. 
However, perceptions about the enforcement and fairness of institutional constraints – 
rules for dismissals, conflict resolution, wage setting, and promotion – have conditioning 
effects. The degree to which the employees perceived the institutional constraints as 
enforced and fairly implemented is positively related to the expressed trust in their 
superiors. Furthermore, when the respondents conceived the rules as fairly implemented, 
trust was less influenced by changes in power relations and the extent to which they 
perceived the rules for dismissals as enforced. The results have important implications. 
By designing institutions that are considered fair, distrust may be mitigated even in 
situations characterized by extensive power asymmetries. 
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Creating trust – the role of power asymmetries and institutional 

constraints 

A large body of research has shown that high levels of trust have wide-ranging positive 

societal effects: when citizens trust each other democratic stability is promoted, society is 

more inclusive and open, economic development is furthered, and feelings of well-being 

flourishes (Zak & Knack 2001; Uslaner 2002). However, less is known about the origins 

of trusting relationships. Existing research on the roots of trust shows that impartial, 

uncorrupted and equality-enhancing institutions seem to matter in generating 

relationships of trust (Delhey and Newton 2003; Rothstein and Uslaner 2005). An 

important question here is: How do the causal mechanisms assumed to underpin these 

relationships actually work? We believe that an impediment to unfolding these 

mechanisms is the theoretical vagueness of the trust concept in much of the earlier 

empirical research on the antecedents of trust. Consequently, this paper departures from a 

discussion of how we should understand trust. We define trust as a relational concept in 

which trust is seen as the truster’s expectation that the trustee will act trustworthily out of 

moral commitment and/or interest in continuing the relationship. Hence, we argue against 

the bulk of scholars studying trust that assume that trust is based either on an assessment 

of others’ moral commitments or interests in continuing the relationship. 

Three main implications follow from this understanding of trust. First, we 

expect power asymmetries to influence trust between individuals negatively. Second, the 

degree of trust in a relationship should be affected by perceptions about the formal 

constraints governing the relationship. Above all, expectations of duly enforced and fairly 

implemented institutional constraints will further relations of trust. Third, fairly 

implemented institutional constraints will mitigate the impact of power asymmetries and 

perceptions about the enforcement of institutions on trust. 

We test these hypotheses using cross-sectional data from a Swedish survey 

conducted in 2006 directed to employees and posing questions about conditions of and 

perceptions about their workplaces. By specifying a relevant relationship we are able to 

test how institutions create trust more accurately than has been done hitherto. The results 

strongly confirm the theoretical arguments of this study. We find that perceived power 

asymmetries do have a negative impact on trust between an employee and his/her 



 3

superior. Furthermore, perceptions about the enforcement and fairness of institutional 

constraints governing the relationship between employees and employers – such as rules 

for dismissals, conflict resolution, wage setting, and promotion – have both direct and 

conditioning effects on trust. First, the employees’ trust in their superiors is positively 

related to the degree to which they perceive the institutional constraints as enforced and 

fairly implemented. Second, the results show that when the respondents conceive the 

rules for conflict resolution, wage setting, and promotion as fairly implemented their trust 

in their superiors is less influenced by power asymmetries and perceptions about the 

enforcement of institutions. This has important implications for policies in situations 

where trust is believed to be crucial. By designing institutions that are considered fair, 

distrust may be mitigated even in situations characterized by extensive power 

asymmetries. 

Trust, Power, and Institutional Constraints – Five Hypotheses 

Following Uslaner (2002) we should make a clear distinction between two different kinds 

of trust. According to the first conception some people have a disposition to trust (Rotter 

1971; 1980; Uslaner 2002). The disposition to trust is a default expectation of other 

individuals’ goodwill. Thus, it is a character trait, which leads people to believe that the 

world is a benevolent place and other people have benign intent (Rosenberg 1956; Miller 

and Mitamura 2003; Soroka et al. 2005; Dekker 2003). As such, it is not based upon 

ongoing personal relationships and remains more or less stable no matter what the 

individual experiences are. People are either born this way or learn to be more or less 

trusting as a result of experiences during their early childhood. 

The possible disposition to trust has nothing to do with assessments of the 

trustworthiness of others. Such inquires into the trustworthiness of those trusted is instead 

at the heart of the second conception of trust – the relational view of trust (Hardin 2002; 

Cook et al. 2005; Uslaner 2002). According to this account, trust is seen first and 

foremost as a property of a social relation between two or more individuals or actors 

(Hardin 1993; Hardin 1998; Ullmann-Margalit 2002; Yamagishi and Yamagishi 1994). 

Trust results from information about and past experience with the trustee and the situation 

at hand and is a prediction about another person’s behavior. My trust in you hinges on my 

beliefs that you will act in accordance with my interests. 
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It is important to note here that these two views of trust – trust as a 

disposition and the relational view of trust – are not contradictory. This becomes evident 

when looking at one’s trust in a specific individual or actor. Even if placing great faith in 

people in general we should still expect someone who is disposed to high trust to ponder 

on a specific trustee’s capacity to and motivation for being trustworthy. Thus, in specific 

trust relationships – such as those between employers and employees, doctors and 

patients, or buyers and sellers – we can treat the truster’s possible disposition to trust as a 

baseline. The dispositional truster will more frequently develop relationships of trust with 

new people. But in the end such relationships are determined by one’s assessment of the 

potential trustee’s trustworthiness irrespective of one’s disposition to trust (Oskarsson 

2007). 

In this article we will concentrate on the relational element of trust in 

specific actors. Our understanding of trust is based on, but also extends the model of trust 

associated with Russell Hardin and his colleagues (Hardin 2002). An actor A is said to 

trust another actor B “when A believes that B is trustworthy with respect to the matters at 

hand” (Cook et al. 2005, 20). In this sense, A’s trust in B depends on his/her assessment 

of B’s intentions towards A. The main question here is on what ground the truster makes 

his/her assessment of B’s intentions? Two contrasting approaches can be found in the 

relevant literature. First of all, trust can be understood as encapsulated interest (Hardin 

2002; Levi 2003; Cook et al. 2005). Hence, I trust you since I believe that you 

encapsulate my interests in your own and that you value the continuation of our 

relationship. According to the second approach trust does not depend on the truster’s 

expectations about the trustee’s interests. Instead, trust hinges on beliefs about the moral 

commitments of the potentially trusted individual or actor (DiMaggio 1999; Becker 1996; 

Williamson 1993; Braithwaite 1998; Tyler 1998; Arai et al. 2005). Thus, I trust you, 

irrespective of my beliefs about your specific interests; since I believe that you are 

morally committed to act trustworthily towards me (in this specific matter). 

We believe that this sharp dividing line between trust as encapsulated 

interest and trust based on moral commitments should be avoided. There is no apparent 

reason for why we should assume that peoples’ trust rests on either assessments about 

others’ interests or moral commitments alone. Instead, we argue that people can be 

trustworthy for both of the above reasons. Therefore, we say that someone is trustworthy 

if he/she encapsulates our interests and/or is morally committed to being so. 
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The assumption underlying this argument is that most people do not act on 

the basis of a single rational utility maximizing utility function. Instead individuals 

weight their self-interest against their commitment to adhere to moral values in a dual 

utility function (Levi 1991; Rothstein 2001). The weight given to self-interest and moral 

commitment, respectively, might differ across individuals and situations. However, it 

seems far-fetched to believe that more than a minuscule part of mankind act solely on the 

basis of moral commitment or self-interest across every conceivable situation and 

towards every conceivable other person. Consequently, since we believe that an 

individual’s actions can be motivated by both self-interest and moral commitment the 

step is not far to also argue that an actor’s expectation of someone else’s trustworthiness 

can rest on an assessment of both his/her self-interest and moral commitment. 

Three general conclusions concerning the causal nexus explaining trust 

follow from this definition. First of all, A’s trust in B is an increasing function of A’s 

expectation that B encapsulates his/her interests. Second, A’s trust in B will increase to 

the extent that A believes that B is motivated by a moral commitment to act trustworthily. 

Third, the higher A’s expectations that B is morally committed to act trustworthily, the 

less A’s trust will be influenced by his/her expectations about B’s interests. Or, put 

differently, if I am convinced that a person acts on the basis of a moral commitment to be 

trustworthy the question of coincident interests is of less importance for my trust in the 

other person. These three implications are illustrated in the figure below. 
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Figure 1: A Model over individual A’s Trust in Individual/Actor B. 

 

The positive slopes of the lines indicate that my trust in a person increases to the degree I 

expect his/her interests to coincide with mine. Furthermore, the fact that the dashed line is 

positioned over the continuous line mirrors the expectation that my trust in a person will 

increase to the extent that I believe that he/she is motivated by a moral commitment to act 

trustworthily. Finally, the flatter slope of the dashed line corresponds to the argument that 

my trust in a person is less affected by changes in what I believe to be his/her interests if I 

expect him/her anyway to act on the basis of moral commitments. 

The question then turns into the following: Which factors should we expect 

to influence the truster’s assessment of the trustee’s interest in acting and moral 

commitment to act trustworthily? Having defined trust as a property of a social relation, 

other aspects of this relationship naturally come into focus. Above all, we agree here with 

Cook et al. (2005, 40) that there is good reason to focus on the relation between trust and 

power more than hitherto has been done in the earlier research on trust: 
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Power inequalities are ubiquitous in modern societies; thus, any treatise on 

trust must take them seriously. They cannot be assumed away in any 

theory that deals with the world of social relations and social institutions. 
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Following Farrell (2004; see also Hardin 2004, Knight 1992, and Coleman 1994) we treat 

power as a relational construct and define it as the level of cost incurred if one 

unilaterally withdraws from a relationship: a low cost of withdrawal implies high power; 

a high cost implies low power. So if I find that another actor is much more powerful than 

me, I would, by implication, also suspect that he or she has less interest in my resources 

and easily could withdraw from our relationship. 

Thus, the more powerful someone is in a specific relationship, the easier it 

is to withdraw from this relationship. Given this and the definition of trust discussed 

above the first hypothesis about the relationship between power and trust to be tested in 

this study follows straightforwardly: 

H1: the more power individual or actor B has over individual A, the less A 

trusts B. 

Thus, power inequalities first and foremost affect one’s assessment of the trustee’s 

interests in acting trustworthily. When the power of B relative to A increases it will be 

less expensive for B to break the relationship with A. Consequently, A will be less likely 

to believe that B encapsulates his/her interests and is willing to act trustworthily. Hence, 

the general idea in the referred literature is that power asymmetries negatively influence 

trust or at least that “power impedes the development of trust” (Cook, Hardin and Levi 

2005, 42). In one vigorous formulation power may actually “drive out trust” (Farrell 

2004:85). 

However, to say that power drives out trust tout court does not seem very 

reasonable. If anything, this would entail continuously very low levels of trust across both 

time and space since power inequalities are imminent in societies as we know them. A 

stable and effective society not only allows citizens to feel secure on the streets and in the 

shops but also provides a context for individuals to begin to take risks with each other. In 

other words, a functioning society needs a proper institutional framework to enable 

individuals to trust each other and to embark on cooperative ventures in spite of power 

asymmetries (North 1990; Ostrom 1990 and 2000; Cook, Hardin & Levi 2005, 159-165). 

But what is a proper institutional framework and how does institutional 

constraints influence trust? In this paper we adhere to North’s conception that institutions 

“are the rules of the game in a society or, more formally, are the humanly devised 
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constraints that shape human interaction” (North 1990, 3). Given our definition of trust 

and assumption about dual utility functions such institutional framework should affect the 

truster’s assessment of the potential trustee’s self-interest and/or moral commitments to 

enhance trust. 

We believe there is reason to expect institutional constraints to affect trust 

through both these routes. First of all, following Weber we argue that to have an effect on 

actors’ expected utilities from different choices, and, by implication, on individuals’ 

assessments of other actors’ expected utilities, a constraint must be effectively enforced: 

To the person who finds himself in possesion of power to control an object 

or a person the legal guaranty gives a specific certainty of the durability of 

such power. To the person to whom something has been promised the legal 

guaranty gives a higher degree of certainty that the promise will be kept. 

These are indeed the most elementary relationships between law and 

economic life. (Weber [1922] 1968:730) 

That institutional constraints can influence behavior by affecting the expected utility from 

different choices of behavior is, of course, well established in the rational choice oriented 

literature in political science (e.g. Hall 1986; Shepsle 1989; Elster 1989) and economics 

(North 1990), but also—although with some slightly different meanings—in related 

research on economic action and new institutionalism (Granovetter 1985; Swedberg 

2003; Koelble 1995). We argue that the same constraints should affect also how we 

assess other individuals’ trustworthiness. More precisely, properly enforced institutional 

constraints stipulating rights and duties in the relationship between individuals/actors will 

make it more expensive for individual or actor B to break the relationship with individual 

A. Thus, A will be more likely to believe that B encapsulates his/her interests and 

therefore is willing to act trustworthily. In line with this the second hypothesis states: 

H2: the extent to which an individual A perceives the institutional 

constraints governing the relationship with individual or actor B as duly 

enforced will increase his/her trust in the opposite party. 

Secondly, the mere existence of constraints is not the only way institutions can create an 

environment that is conducive to enhanced levels of trust. As important is also the quality 
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or performance of institutions rather than their descriptive characteristics or attributes. 

We argue here that the degree to which the implementation of the formal constraints 

governing the relationship are perceived as fair and just by the individuals will enable 

increased levels of trust. The underlying logic is well captured in Rawls’ A Theory of 

Justice: 

given that a person’s capacity for fellow feeling has been realized 

[according to the first law], and given that a social arrangement is just and 

publicly known by all to be just, then this person develops ties of friendly 

feeling and trust towards others in the association as they with evident 

intention comply with their duties and obligations, and live up to the ideals 

of their station. (Rawls 1971:490) 

Thus, we should expect the perceived procedural fairness of institutions to influence the 

individuals propensity to act on the basis of moral commitments (Ostrom 1990; Rawls 

1999; Levi et al. 2004). And, consequently, given that A perceives the institutional 

constraints as fairly implemented his/her expectation that B will decide whether to act 

trustworthily or not on the basis of moral convictions will rise. 

Recent research on the interrelationship between welfare institutions, political 

confidence, and social trust renders some support for this last line of thought. Especially, 

it has been shown that citizens that perceive welfare institutions as fair and just are more 

supportive of the political regime and its institutions (Kumlin 2004) and more trusting 

towards their fellow citizens (Rothstein and Stolle 2003; Rothstein 2004; Kumlin and 

Rothstein 2005). Such feedback mechanisms going from formal institutions to trust might 

very well be valid in circumstances other than the vertical trust relationship between a 

citizen and the political authorities and the horizontal trust relationship between citizens. 

Consequently, we should expect the degree of trust in any relationship to be 

affected by the formal constraints governing the relationship. Thus, there is reason to 

state a more general hypothesis about the relationship between the perceived fairness of 

institutional constraints and trust and test whether: 

H3: the extent to which an individual A perceives the institutional 

constraints governing the relationship with individual or actor B as fairly 

implemented will increase his/her trust in the opposite party. 
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Finally, by combining the arguments underpinning the first three hypotheses we can state 

two more nuanced hypotheses about the relationship between power, institutional 

constraints, and trust. The first hypothesis hold that when the power of B relative to A 

increases it will be less expensive for B to break the relationship with A and A will 

therefore be less likely to believe that B encapsulates his/her interests and is willing to act 

trustworthily. However, the third hypothesis argues that institutional constraints that are 

perceived as procedurally fair change how individuals assess others’ expected behavior. 

Thus, given that A perceives the institutional constraints as fairly implemented his/her 

expectation that B will decide whether to act trustworthily or not on the basis of moral 

convictions will rise and, consequently, A will consider it less likely that B will act out of 

self-interest. Since power inequalities first and foremost affect one’s assessment of the 

trustee’s interests in acting trustworthily, a given change in the relative power of B over 

A will have less impact on A’s assessment of B’s trustworthiness when the 

implementation of the institutional framework governing the interrelationship between A 

and B is considered fair: 

H4: the extent to which an individual A perceives the institutional 

constraints governing the relationship with individual or actor B as fairly 

implemented will decrease the impact of power on trust. 

But the same is true also when combining the second and third hypotheses. The 

individual’s perception that the institutional framework is duly enforced is assumed to 

influence one’s assessment of the trustee’s interests in acting trustworthily (H2). Thus, 

we should expect changes in the perception of the degree to which a constraint is 

effectively enforced to have less effect on A’s assessment of B’s trustworthiness when 

the implementation of the institutional framework is considered fair. 

H5: the extent to which an individual A perceives the institutional 

constraints governing the relationship with individual or actor B as fairly 
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implemented will decrease the impact of A’s perceptions that the 

institutional framework is duly enforced on his/her trust in B.1

Data and Operationalizations 

In order to empirically test the five hypotheses, we have to, first of all, pinpoint a 

situation where relations of trust and power are important. Furthermore, this relationship 

should preferably be embedded in easily recognizable institutional constraints. There are 

of course several possible situations to study. We argue that the employment relation 

between an employer and an employee nicely fit the above-mentioned criteria. 

First, successful exchange and transactions between employers and employees 

are essential to economic growth. Not only is it important that agreements are settled; 

they have to be settled without too large costs arising from complicated contracts and 

supervising. Thus, trust is an essential ingredient in making the employment relation 

work efficient. However, due to uncertainties about the others’ behavior and motivations 

both parties have incentives to secure themselves from being exploited or deceived, and 

may be tempted to engage in complicated (and costly) contracts (Ouchi 1980). 

Furthermore, the relationship between employers and employees is highly asymmetrical 

owing to the inherent problem of adding units of labor power whereas units of capital 

easily can merge. These uncertainties and power asymmetries will render the 

development of feelings of trust much harder (Offe & Wiesenthal 1980; Oskarsson 2002). 

Second, laws and other institutions regulate employment relations in all 

countries, and specify for example industrial management rights, wage setting, job 

security, and rules for conflict resolution (Botero et al. 2004). Thus, labor market 

institutions and laws regulate property rights for both employers and employees. 

Furthermore, since these institutions do not regulate every part of an employment 

relationship, employers and employees are constantly involved in exchange situations 

where relations of trust and power are also important (Svensson & Öberg 2005). 

At the aggregate level such institutional constraints have been shown to 

influence a wide range of essential labor market outcomes such as growth (Eichengreen 

 
1 The relationship between the five empirical hypotheses and the three model implications illustrated in 

Figure 1 above is as follows: Implication 1 corresponds to hypotheses 1 and 2; implication 2 corresponds to 

hypothesis 3; and implication 3 corresponds to the last two hypotheses (4 and 5). 



 12

                                                

and Iversen 1999), unemployment (Iversen 1998), inflation (Crepaz 1992), wage 

inequality (Golden and Londregan 2006), unionization (Oskarsson 2003), and strike 

levels (Hibbs 1976). Here we instead turn to the microlevel to investigate whether 

perceptions about institutional constraints at the workplace level affects employees’ trust 

in their superiors. In order to study these effects we rely on an extensive survey of 

Swedish workplace relations. The Swedish case is a highly suitable testing ground for the 

five hypotheses outlined above. Most importantly, labor laws in Sweden are extensive 

and universal. Most employees in Sweden have equivalent job security and are affected 

by one distinct system of conflict resolution when involved in individual disputes. 

The survey was conducted in cooperation with Statistics Sweden in late spring 

2006. A random sample of 3000 respondents was selected based on a register of all 

Swedish citizens between 20 and 65 years of age; 1551 individuals answered the postal 

questionnaire after three reminders, i.e. a response rate of 52 percent. The analyses in this 

article are based on answers from the slightly more than 900 respondents that indicated 

that they had been working mainly as employees in the last month. Before we proceed to 

the analysis, we will explain how our basic concepts are measured. 

Power 
As opposed to studies where power is treated as a resource or an attribute of an actor (e.g. 

Korpi 1984), we have defined power as a relational construct (cf. Coleman 1994:43; 

Knoke 1990). We use two different measures to tap the power asymmetries in the 

relationship between an employer and an employee. First of all, we have employed a 

straightforward question about the respondent’s possibilities to influence conditions at 

his/her workplace if it entails persuading the nearest superior (Power 1).2 This item is 

clearly a relational measure of power in that it is dependent of the relationship in which it 

is exercised. However, an obvious objection against this measure is that it is not 

exogenously related to trust. Thus, there is good reason to suspect that employees that 

believe they can persuade their superiors do so because they trust their superiors. 

Therefore we have also used a slightly different measure intended to tap the extent to 

 
2 The question reads: “How large are your possibilities to influence conditions at your workplace if it 

entails persuading your nearest superior?” The response alternatives run from 0 (“Very small possibilities”) 

to 10 (“Very large possibilities”). 
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which the respondent perceives the resources he/she brings into the relationship are 

valuable to the employer (Power 2).3

Perceptions of Institutions 
Formal institutional frameworks that act as impartial third parties with enforcement 

capacity are essential to reduce uncertainty about the behavior of others. Hence, a first 

condition in order to have an effect on feelings of trust in specific relations is that there 

exist institutions that regulate the property rights of the involved parties. As we have 

argued above, labor law may have such a function. 

Indeed, there are a number of institutions that regulate employment relations in 

modern capitalist countries. We have focused on institutions in four crucial areas of 

working life that cover the most essential components of employment relations; decisions 

about promotion, wage setting, local conflict resolution, and job security. In Sweden, 

these areas are regulated in law as well as in collective agreements. Roughly, the 

regulations become more detailed on a sliding scale from regulations about promotions to 

rules about job security. 

There is no general instruction in public law that imposes Swedish employers to 

treat employees fair and objective (Sigeman 2001, 101). But Sweden has several laws (to 

a large extent coordinated with EU-regulations) against discrimination at work. These 

regulations cover most situations in the employment relations, e.g. wage-setting 

procedures and decisions about promotion. Thus, it is forbidden by law to discriminate 

due to gender, ethnic origin, religion, sexual preferences, mental or physical disabilities, 

trade union membership or part-time working. There is a formal system of sanctions if 

these laws are violated; employers that discriminate may be sued in court. Hence, 

although it is disputed whether these regulations are effective or not (Meyersson Milgrom 

et al 2001; Rydgren 2004), there exists extensive institutions that are supposed to protect 

employees from being arbitrarily treated by employers. As regards promotion, there are 

hardly any legally formalized procedures at all beside these rules, and employers are free 

to promote whomever they want as long as they do not discriminate according to these 

laws. 
 

3 The measure is an additive index composed of the following two items: “The risk for me losing my job is 

very small.”; “Even if working hard, my job is insecure.” The response alternatives run from 0 (“Totally 

disagree”) to 10 (“Totally agree”). The last item is inversed before adding them together. 
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Discrimination laws are of course applicable also on wage setting. Furthermore, 

most wages in Sweden are set following collective negotiations, which means that 

procedures are strictly regulated in collective agreements, with limited possibilities for 

individuals to influence wages outside these procedures. Hence, there are detailed rules 

that regulate wage negotiations. However, even during the heydays of Swedish wage 

centralization, there were no laws regulating the levels of wages, not even laws about 

minimum wages. Thus, each individual salary was, and is still today, set in local 

negotiations. 

Collective relations laws protect workers from employers through collective 

action (Botero 2004, 1355). A characteristic trait of Swedish collective relation laws is 

that they involve the organizations of the labor market to a very great extent. When a 

dispute between an employer and an employee arises, the first stage for the employees is 

to approach their workplace trade union representative. The issue is then negotiated with 

the employer at workplace level under the terms of the Co-Determination Act (SFS 

1976:580; e.g. Levinson 2000). If the local parties are unable to resolve the conflict, 

negotiations will follow between the employer’s association and the trade union at 

national branch level. If they too are unable to come to a resolution of the conflict, the 

case can be taken to the tripartite Labor Court, where it can be settled through continued 

negotiations or arbitration, or – as a last solution – by a formal decision by the Labor 

Court. 

Job security in Sweden is regulated in special legislation dating back to 1974 and 

primarily stipulated in the Employment Protection Act (SFS 1982, 80; Holmlund and 

Storrie 2002). The law presumes that, unless otherwise stipulated, an employment 

contract is valid until further notice. When terminating the contract, the employer must 

provide a valid reason – the circumstance appealed to should constitute a “just cause” for 

dismissal – and advance notice. Furthermore, the Act states that the order of priority in a 

redundancy situation shall be determined on the basis of employee seniority. This is often 

referred to as the “last in–first out” principle. 

In the analysis we will focus on the respondents’ perceptions of the rules for 

dismissals, conflict resolution, wage setting, and promotion. As stated above, we argue 

that the extent to which the institutional constraints are perceived as fair and/or duly 

enforced is decisive. Ideally, therefore, we should have separate measures tapping 

perceived fairness and enforcement of dismissal, conflict resolution, wage setting, and 
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promotion rules, respectively. Unfortunately, this is not the case. Instead we measure the 

extent to which the respondents perceive that the rules for dismissals are enforced and 

whether they think that the implementation of the rules for conflict resolution, wage 

setting, and promotion are fair.4 In the end this means that although we are able to test the 

effects of perceived fairness and perceived enforcement separately we cannot tell which 

effect is stronger.5

Trust 
As argued in the theory section we should make a clear distinction between two different 

kinds of trust – a disposition to trust and the relational view of trust. In specific trust 

relationships we can treat the truster’s possible disposition to trust as a baseline. Thus, in 

the empirical models of employees’ trust in their employers we will include a measure of 

the respondents’ disposition to trust as a control variable. We measure this disposition 

using the standard survey research question: “Generally speaking, would you say that 

most people can be trusted, or that you can’t be too careful in dealing with people?” This 

well-known measure of generalized trust has been widely criticized for a number of 

reasons (Foley and Edwards 1999; Glaeser et al. 2000). Above all, it has been noted that 

the wording of this survey item is ambiguous since it does not ask the respondents to 

choose between trust and distrust. Rather, respondents are prompted to choose between 

trust and caution (Miller and Mitamura 2003; Dekker 2003; Soroka et al. 2005). But, this 

ambiguity is a problem only insofar as we contrast generalized trust to generalized 

distrust at the conceptual level. As argued above, however, we should rather understand 

the opposite of a disposition to trust as a disposition to be cautious. Thus, the idea of a 

 
4 The four items read: “To what extent do you think that layoff rules are strictly observed at your 

workplace?”; “To what extent do you think that disagreements between employers and employees at your 

workplace are solved in a fair way?”; “To what extent do you think that wage rates are set fairly at your 

work place?”; “In your opinion, how important is an employees’ job performance for being promoted at 

your workplace?” For the first three items the response alternatives run from 0 (“To no extent at all”) to 10 

(“Completely”). For the last item the response alternatives run from 0 (“Totally unimportant”) to 10 (“Very 

important”). 
5 In the analyses we have combined the three items tapping the respondent’s attitudes on the 

implementation of the rules for conflict resolution, wage setting, and promotion into a single additive index 

on perceived fairness of institutions. 
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disposition to trust adhered to in this paper is well captured by the standard question on 

trust (Uslaner 2002).6

Finally, in order to capture the relational view on trust we focus on the 

employee’s trust in his/her superior. This is measured in two different ways in this article. 

First by a straightforward question in which the respondent in the questionnaire is asked 

to what extent he/she trust his/her nearest superior. The second question takes as a 

starting point the concrete situation after an agreement or contract has been reached, 

namely the extent to which the employee thinks that his/her superior actually keep his/her 

word and does what he/she has promised to do. In the analysis to follow we have 

combined the two questions into a single additive index on trust.7

Results 

The results of the analyses are presented in Table 1.8 In order to save some space we 

present only the estimates of the relevant variables measuring power, perceptions of 

institutional constraints, and trust. To simplify interpretation of the estimates all variables 

are recoded to the 0–1 range. Looking first at Model 1, we can see that the first 

hypothesis is corroborated by the estimates. The measure of power is both substantially 

and significantly related to trust in one’s superior at the workplace. When not taking 

account of the hypothesized mitigating effect of institutional constraints, it is clear that 

power does drive out trust.9 A maximum increase (0–1) in the respondent’s perceived 

possibility to persuade the nearest superior in order to influence matters important to 

him/her (Power 1) results in .37 points increase in the 0–1 trust scale. 

 
6 This is also more inline with the interpretation of the item that Rosenberg (1956) originally had in mind. 
7 The two items read: “How much do you trust your nearest superior?”; “To what extent do you think that 

your nearest superior will keep his/her word when you agreed on something orally?” For first item the 

response alternatives run from 0 (“Not at all”) to 10 (“Completely”). For the last item the response 

alternatives run from 0 (“To no extent at all”) to 10 (“Completely”). 
8 All significance tests in the models are based on robust heteroskedasticity-corrected standard errors 

(Huber-White). 
9 Given the initial asymmetrical power-relationship between employers and employees (Offe and 

Wiesenthal 1980) we can interpret an increase in the scale measuring the employee’s power over his/her 

superior as a decrease in power asymmetry. Thus, in the operational model an increase in the power scale 

should lead to higher levels of trust between the employee and his/her nearest superior. 
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However, as suggested by the second and third hypotheses, it is also evident that 

perceptions about enforced and fairly implemented institutions facilitate relations of trust 

in spite of enduring power asymmetries. The extent to which the respondents think that 

rules for conflict resolution, promotion, and wage setting are fairly implemented 

(Fairness index) and regulations regarding dismissals are followed at the workplace are 

positively related to the expressed trust in their superiors. 

A possible objection against these results is the assumed casual order between 

power and perceptions about the institutional framework, on the one hand, and feelings of 

trust, on the other. To somewhat alleviate this problem we employ a different measure of 

power (Power 2) in the third model. This indicator taps the degree to which the 

respondent perceives the resources he/she brings into the relationship are valuable to the 

employer. As expected, the effect of this variable is substantially smaller than the 

previous one. More important, though, is that we still can conclude that power 

asymmetries negatively influence trust. An increase (0–1) in the second power measure 

results in .09 points increase in the 0–1 trust scale. 

Turning next to the causal order in relationship between perceptions about 

institutions and attitudes of trust we have to rely solely on reasonable arguments. Since 

we are dealing with cross-sectional data we cannot solve this problem empirically. 

Although we cannot rule out the possibility that trust is an important precondition for the 

establishment and maintenance of formal institutional constraints we believe there are 

stronger arguments for the opposite causal ordering: that the degree of trust in any 

relationship will be affected by perceptions of the constraints governing the relationship. 

This is especially true of the respondents’ perceptions of enforced institutions. 

To measure this we asked the respondents to what extent they thought that rules for 

dismissals were followed at their workplaces. Given the clarity and centrality of this rule 

for Swedish employment relations it is reasonable to assume that an employee has first-

hand knowledge whether the law is conformed to or not at his/her workplace. Thus, 

already being informed, an employee’s trust in the superior should not affect the degree 

to which he/she thinks the rules for dismissals are obeyed. The opposite scenario, 

however, is more plausible. The degree to which the rules for dismissal are deviated from 

at a particular workplace will lead to lower levels of trust among the employees. 

Concerning the relationship between perceptions of fair implementation and 

trust the argument for the causal order is not as obvious. Above all, it does not seem too 
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far-fetched to think that an employee’s trust towards his/her superior could affect 

perceptions of how rules for promotion, wage setting, and conflict resolution work at the 

workplace. However, the results in Table 1 confirm findings from a conceptually similar 

but empirically different field of research stating that citizens who perceive welfare 

institutions as fair and just are more supportive of the political regime and its institutions 

(Kumlin 2004) and more trusting towards their fellow citizens (Rothstein 2004; Kumlin 

and Rothstein 2005). In line with this we argue that there is good reasons to believe that 

the results of Models 1 and 3 indicate not just a correlation but also a causal effect of the 

respondents’ perceptions of fairly implemented rules on their trust towards the superior. 

 



Table 1: OLS regression models for trust (robust standard errors in parentheses) 

  Model 1 Model 2 Model 3 Model 4 

Power 1  .368*** .470*** 

                      ( .034)              ( .074) 

Power 2    .087*** .193** 

                       ( .027)              ( .076) 

Enforced procedures .211*** .324*** .236*** .334*** 

(Dismissals)                       ( .030)              ( .071)              ( .036)              ( .071) 

Fair procedures .247*** .593*** .392*** .749*** 

(Fairness index)                    ( .039)              ( .101)              ( .040)              ( .119) 

Power 1×                        – .215* 

Fair procedures                       ( .126) 

Power 2×                          – .211* 

Fair procedures                         ( .123) 

Enforced procedures×                       – .273**                      – .252* 

Fair procedures                       ( .131)                       ( .136) 

Generalized trust .085*** .082*** .103*** .102*** 

                       ( .028)              ( .027)              ( .029)              ( .029) 

Adjusted R²  .444 .453 .350 .357 

n  922 922 930 930 

Significance levels: * < .10; ** < .05; *** < .01, two-tailed tests 

Note: All models are controlled for: sector of employment, occupational status, company seniority, 

employee responsibility, educational level, gender, and age. 

 

Turning now to the even numbered models the results of the interaction specifications are 

encouraging for the theoretical argument of the fourth and fifth hypotheses. All four 

interaction terms are negatively signed indicating that when the respondents conceive the 

institutional framework as fairly implemented their trust in their superiors is less 

influenced by changes in power relations or perceptions about the degree to which the 

rules for dismissals are enforced. It is clear that given low levels perceived fairness of 

rules for conflict resolution, promotion, and wage setting, the impact of power/perceived 
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enforcement on trust (Models 2 and 4) is substantially larger in magnitude compared to 

the average effects of Models 1 and 3. When adding the estimates of the interaction terms 

in Models 2 and 4 we can see that power/perceived enforcement has a distinctly smaller 

effect on trust when the respondents perceive the institutional framework as functioning 

fairly. 

To get a better sense of the magnitude of the mitigating effect of the 

institutional constraints, Figure 2 plots the conditional marginal effects and confidence 

intervals of power and perceptions about rules for dismissals on trust (Models 2 and 4). 

Once again we can see that the pattern of interaction effects is evident. Starting with the 

effect of the first measure of power (Power 1) on trust in one’s superior, in the upper left 

graph we can see that power has a strong and significant effect on trust when the 

institutional procedures are perceived as fair. A one unit increase in power is then 

estimated to increase trust by .470*** units. At higher levels of perceived fairness the 

marginal effect of power decreases substantially where a similar one unit increase results 

in a mere .255*** increase in trust. As can be seen from the upper right graph the 

estimates of the second measure of power (Power 2) reveal a similar pattern. We can see 

that the marginal effect of power drops from .193** to –.018 when comparing situations 

of low with high levels of perceived fairness of rules for conflict resolution, promotion, 

and wage setting. 

When turning to the two lower graphs the same pattern of conditional 

effects are evident. The marginal effect of perceptions about the degree to which the rules 

for dismissals are enforced is substantial at lower levels of perceived fairness. When 

increasing perceived enforcement by one unit, trust in one’s superior is estimated to 

increase by considerable amounts: .324*** units (.334*** units according to Model 4). 

The marginal effect then turns insignificant at lower levels of perceived fairness: .051 

(.082 according to Model 4). 
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Figure 2: Conditional marginal effects of power and perceived enforcement of institutions on trust with 95% confidence intervals 
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Finally, we can note that, not surprisingly, generalized trust positively affects the specific 

trust relationship in focus in this paper. However, although the estimates are consistently 

significant the influence of generalized trust is not overwhelmingly strong. A change in 

attitudes from holding that “you can’t be too careful in dealing with people” (0) to saying 

“that most people can be trusted” (1) is estimated to raise one’s level of trust in the 

nearest superior with roughly .1 points. Thus, large increases in generalized trust do not 

automatically transform into equally large increases in trust towards specific others. This 

particular result squares well with the distinction made above between a disposition to 

trust and trust as a relation between actual individuals. The employee’s disposition to 

trust, here measured as generalized trust, may make trusting attitudes towards the 

superior more likely but far from certain.10

Conclusion 

This paper’s point of departure was an understanding of trust as a relational concept. We 

defined trust as the truster’s expectation that the trustee will act trustworthily out of moral 

commitment and/or interest in continuing the relationship. In this way we were able to 

effectively demarcate against both the conception of trust as a disposition or character 

trait and the more narrowly based relational views of trust as depending on either 

encapsulated interests or moral commitments. 

Five hypotheses followed from this understanding of trust. First, in accordance with 

earlier research we expected that power drive out trust: the more power an individual or 

actor B has over individual A, the less A trusts B. The second and third hypotheses stated 

that the degree of trust in a relationship should be affected by the formal constraints 

governing the relationship such that the extent to which an individual A perceives the 

formal constraints governing the relationship with individual or actor B as fairly 

implemented or duly enforced will increase his/her trust in the opposite party. By 

combining the theoretical underpinnings of the first three hypotheses we arrived at a 
 

10 Before concluding a brief note on the robustness of the results is necessary. To check whether the results 

were unduly influenced by inclusion of any of the three items in the additive index on perceived fairness of 

institutions, we reestimated the models three times entering the variables separately. Furthermore, we also 

re-estimated the models employing the two variables included in the trust index separately. Apart from 

small changes in the magnitudes of the estimated effects the results remained stable across all these model 

specifications. 
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fourth and fifth hypothesis saying that the effects of power and perceptions about the 

enforcement of institutional constraints, respectively, on trust will be mitigated to the 

extent that an individual A perceives the formal constraints governing the relationship 

with individual or actor B as fairly implemented. 

Overall, the empirical analyses confirmed the hypotheses. Using data from 

a survey on Swedish employment relations we found that perceived power asymmetries 

between an employee and his/her superior do have a negative impact on trust when not 

taking the hypothesized conditioning effects of institutional constraints into account. 

Furthermore, perceptions about the enforcement and fairness of institutional constraints – 

rules for dismissals, conflict resolution, wage setting, and promotion – proved important 

in two distinct aspects. First, confirming the second and third hypotheses, we saw that the 

degree to which the employees perceived the institutional constraints as enforced and 

fairly implemented was positively related to the expressed trust in their superiors. 

Second, also the fourth and fifth hypotheses were corroborated. The results indicated that 

when the respondents conceived the rules for conflict resolution, wage setting, and 

promotion as fairly implemented their trust in their superiors was less influenced by 

changes in power relations and the extent to which they perceived the rules for dismissals 

as enforced. 

Of course these results are open to discussion. As is always the case for 

research on cross-sectional surveys, the study is flawed with some measurement 

problems, and interpretations are not totally unambiguous. In order to properly test the 

relative importance of the perceptions of fairly implemented and enforced institutions we 

should ideally have included two separate measures in the empirical models. 

Furthermore, to empirically solve the problem of causal order between attitudinal 

constructs we need an experimental research design or, at least, panel data. Lastly, in this 

article, we use data from Sweden only and cross-country comparisons would provide a 

useful test of robustness. 

Nevertheless, we believe there are important lessons to be learnt from this 

study. Above all, to conclude that institutions matter (for trust as well as most other 

conceivable human attitudes or behavior) has lately become common enough to turn into 

a truism. We suggest instead that the real importance of institutional constraints lays not 

so much in its direct effects but in its conditioning influence on other predictors of trust 

(or, once again, most other conceivable human attitudes or behavior). 



 24

If one’s trust in another individual or actor was motivated solely by one’s 

assessment about the possible trustee’s interests in acting trustworthy, as suggested by the 

encapsulated interest approach, relations of trust would be fragile indeed and easily 

develop or break down in response to sudden changes in relative power or regulated costs 

of breaking the relationship. 

If, on the other hand, we stick to the argument that a person’s trust stems 

from his/her assessment about the possible trustee’s moral committment to act 

trustworthily, it is hard to see why trust relationships should be affected at all by power 

asymmtries or sanctioning rules. 

However, by making the more reasonable assumption that trust can be 

motivated by one’s assessment about the possible trustee’s moral committment to act 

trustworthily or interest in acting trustworthy we can get a fuller understanding of both 

the development of and, sometimes, resilience of trusting relationships. Thus, when 

relationships are embedded in institutional frameworks considered fair and just, 

individuals will not only be more trusting towards each other. Under these circumstances 

relations of trust will also be more enduring and insulated from short-run changes in the 

individuals interests in acting trustworthily. 

As for policy implications the conclusion follows directly. The degree of 

trust is not given; relevant institutions can both create it and insulate it from the 

potentially undermining impact of power asymmetries. The crux is to pinpoint which 

institutional constraints are relevant in different situations of human interaction, and, in 

different social and institutional contexts. A successful institutional reform in one 

particular context may produce harmful effects in a different setting of institutions and 

norms. This general problem is of course worthy of considerable future research efforts. 
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