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ABSTRACT We all know people we find difficult to deal with. Some we trust despite major past
transgressions, others we do not. What explains the difference? Rather than looking for explana-
tions inside the trustor—trustee dyad, we focus on the embedding social structure. Our argument
focuses on two features: network closure around the trustor and the embeddedness of the dif-
ficult contact. We test and confirm our argument using data from 384 Chinese managers. Our
results show that managers who cite colleagues as difficult following a major transgression report
higher trust the more the difficult contact is embedded within the manager’s network. The effect
1s smaller (larger) if the manager is surrounded by a rather closed (open) social network. At a
practical level, our study helps distinguish between social situations that facilitate trust and those
that impede trust once interpersonal conflicts have tainted a relationship.
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INTRODUCTION

We know far more about the sources of emerging trust than about strategies to survive
a major crisis of interpersonal trust. Yet most work teams, departments, organizations,
and broader business networks frequently encounter interpersonal conflict and negative
sentiment (Harrigan et al., 2020), all with the potential to undermine interpersonal trust
and, as a consequence, commitment and cooperativeness (Lo and Aryee, 2003). While
most employees and collaborators seek to conform despite mismatched values, negative
performance effects are still to be expected (Hewlin et al., 2017). The crucial question
1s under which conditions trust will be bestowed despite what one person perceives as
a major transgression. When do people continue to deal with an alleged transgressor
(henceforth referred to as the ‘difficult contact’), and even report a certain level of trust,
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if a natural response is to excise the evil or to withdraw? Answers are critical, especially
for team managers secking to maintain harmonious and cooperative work relations.

Trust research has focused on explanations rooted in the trustor’s personal attributes
(Haselhuhn et al., 2015), situational factors describing the incident and reconcilia-
tion efforts (Kim et al., 2004), and combinations of both (Ferrin et al., 2007; Krylova
et al., 2018; Lount Jr and Pettit, 2012). These studies share an interest in trust anteced-
ents situated inside the trustor—trustee dyad, while abstracting from the social situation
around the dyad. Even the most recent literature review identifies no work engaging
the social structure around the trustor—trustee dyad as an explanatory factor (Sharma
et al., 2023; for earlier reviews and conceptual work see Kramer and Lewicki, 2010;
Lewicki and Brinsfield, 2017; Tomlinson and Mryer, 2009).

The social network literature, in contrast, has long treated interpersonal trust as a
‘social construct’ (Coleman, 1988; Granovetter, 1985), bringing the structural embed-
ding of trustor and allegedly difficult person to the analytical fore (Mayer et al., 1995;
Rousseau et al., 1998; for recent reviews see McEvily et al., 2021; Schilke et al., 2021).
Numerous studies have confirmed social embeddedness as an antecedent of dyadic trust
(Burt and Burzynska, 2017; Burt and Knez, 1995; Chua et al., 2008; Ferrin et al., 2006).
Yet despite growing research interest in the role of negative ties within social groups,
trust in contacts associated with serious transgressions has received limited attention (for
review, see Yang et al., 2020). While several studies refer to trust in such difficult contacts
(Burt, 1999; Burt and Knez, 1995; Burt and Luo, 2019), the analytical focus was on char-
acter assassination. Trust was not operationalized.

At the core of our relational framework are two mutually related mechanisms linking
the social structure around the trustor (ego) and the difficult contact with ego’s trust
response: (1) network behaviour and (2) information access. We expect a behavioural
component because social structure operates as a forcing function of individual skills,
capabilities, and behavioural preferences (Burt, 2010; for review see Tasselli et al., 2015).
As individuals embedded in closed (open) networks are less (more) familiar with different
perspectives, interpretations, and opinions, they are also likely to be more (less) adamant
in their perception of what is right and wrong, and less (more) likely to trust those they
perceive as difficult. Ego’s information access, in turn, depends on the specific position
of the difficult contact in ego’s network (Burt, 2005; Friedkin, 1999). The higher the
embeddedness of the difficult contact, the greater ego’s chance to come across balancing
third-party views, which may alleviate ego’s trust response. Building on both mecha-
nisms, we expect managers to report higher trust in difficult contacts with whom they
share third-party ties, though less (more) so if the manager is embedded in a rather closed
(open) network.

To test these predictions, we use network data from a random sample of 384 Chinese
CEOs. As in most non-experimental research on trust, our focus is on absolute levels
of trust (Lewicki and Brinsfield, 2017). The managers (egos) were asked to describe
their business network, to offer short descriptions of what the contact had done that
made things difficult during the ongoing business year, and to assess to what extent
they trusted their cited business contacts, including the difficult contact. We have
two key findings: First, closure around ego has no independent effect on trust in the
allegedly difficult contact. Second, managers trust difficult contacts with whom they
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Trust in Difficult People 3

share more other contacts, though the effect is smaller (larger) if ego is embedded in
a rather closed (open) network. Briefly, while behavioural preferences cultivated in
closed networks do not affect trust independently, they operate as a filter when pro-
cessing third-party information.

We contribute to two lines of research. First, our work complements prior trust re-
search, which has explored personal and situational explanations inside the trustor—trustee
dyad (Haselhuhn et al., 2015; Kim et al., 2004; Kramer and Lewicki, 2010; Lewicki and
Brinsfield, 2017) while abstracting from the surrounding social situation. Holding con-
stant several personal and situational factors, our results encourage a broader network
perspective on trust that situates dyadic trustor—trustee relations within the trustor’s so-
cial structure. Second, we add to the network perspective on interpersonal trust. More
spectfically, we focus on the way social structure influences how interpersonal conflicts
are addressed (Ellickson, 1991; Granovetter, 1985; Greif, 1989). Earlier research suggests
that information access codetermines which network contact is likely to be seen as dif-
ficult (Burt, 2005). We extend this line of research by showing how structural features
influence trust in difficult contacts.

DIFFICULT CONTACTS, SOCIAL STRUCTURE, AND TRUST

It is well known in economics (e.g., Greif, 1989), law (e.g., Ellickson, 1991) and sociology
(e.g., Coleman, 1988; Granovetter, 1985) that closed networks facilitate trust by creating
reputation costs for bad behaviour (Burt, 2005, Chps. 3—4, for review). Granovetter (1992)
terms this ‘structural embedding’ to refer to a relationship embedded in a network of mu-
tual contacts. But trust can also result from a history of positive experience with someone
(Granovetter, 1992, on ‘relational embedding’) or positive behaviour in a significant event
(Burt and Burzynska, 2017). Close mutual ties and high contact frequency increase the
likelihood that gossip will spread, exposing those regarded as difficult and enabling others
to avoid them. Fear of individual and collective sanctions discourages bad behaviour and
helps to build high levels of in-group trust and reputation (Coleman, 1988, pp. S107—
108, 1990, pp. 306-307; Granovetter, 1985). In open networks, where contacts are not
closely associated with mutual friends, bad behaviour may go unnoticed or receive less
attention due to the variety of alternative contacts and interests (Brass et al., 1998).

This familiar narrative illustrates why norm compliance and trust are higher in
closed social structures than in open networks. Empirical examples illustrating trust-
producing structural properties of closed networks span time and space (see Burt and
Opper, 2017, on business networks in China; Ellickson, 1991, on problem solving
among cattle farmers in northern California; Greif, 1989, on Maghribi trader coali-
tions in the 11th century). More recently, Piskorski and Gorbatai (2017) used archival
data of Wikipedia entries to directly test Coleman’s norm enforcement mechanism.
Their study shows that more frequent punishment of norm violations in closed net-
works indeed limits their occurrence.

But what if critical transgressions still happen? Does network closure around ego
still predict trust? Direct evidence on dyadic trust following interpersonal conflicts
is missing, but a negative correlation between network closure and trust seems more
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plausible than a positive one. First, we know that trust is more common in closed
networks than in open networks (Burt, 1999, 2005; Coleman, 1988; Ellickson, 1991;
Granovetter, 1985). If transgressors were not trusted less, bad behaviour would un-
dermine the role of network reputation as a sanctioning mechanism (which is not
reported). Second, individuals accustomed to closed networks are likely to develop
behavioural attributes and preferences leading to more extreme responses when bad
things happen.

Recent work exploring the role of social structure as a forcing function of behavioural
preferences corroborates our conjecture and offers a possible causal explanation. Burt
called early attention to the importance of network position in shaping actor interests
‘as perceptual norms and feelings’ (Burt, 1982, p. ix), which over time foster the devel-
opment of distinct skill sets, capabilities, and behavioural preferences (Burt, 2010). In
this sense, one can expect ‘two people who occupy similar network positions to share the
same norms, feelings, and attitudes’ (Tasselli et al., 2015, p. 1371). Studies on network
dynamics offer indirect support for this expectation (Quintane and Carnabuci, 2016).
Agents embedded in open networks tend to recreate open networks over time, whereas
those embedded in closed networks tend to reinforce network closure, an observation
consistent with the idea that agents rely on social skills and capabilities acquired in the
past. Burt et al. (2022) employed prisoner-dilemma games to study the association be-
tween network structure and cooperativeness; those embedded in open networks are
more likely to cooperate with strangers than those accustomed to closed networks.

It is not too great a stretch to assume that forgiveness and trust are similarly shaped
by ego’s learned network behaviour. Figure 1 sketches two different social situations
around ego. In Panel A, a network with many mutually connected contacts surrounds
ego (constraint: 45.9). Over time, ego becomes less familiar with heterogeneous con-
tacts and less exposed to varied and conflicting ways of doing things (Burt, 2010). Ego
is therefore likely to form narrow behavioural expectations about others that allow
for little variation. What is right and wrong emerges by in-group consensus. Gonflicts
will arise less frequently but stand out more sharply if they do occur (Piskorski and
Gorbatai, 2017). In Panel B, a relatively open network surrounds ego (constraint:
18.6); contacts 1 through 5 have no mutual connections. Ego becomes accustomed

(A) Ego’s constraint: 45.9 (B) Ego’s constraint: 18.6

Figure 1. Stylized network structures: Egos with variable network closure

Note: Thick lines are strong ties; thin lines are weak ties.
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to heterogeneity in opinion, variable behavioural styles, and different ways of doing
things (Burt, 2010; Putnam, 1996). Norms of proper conduct become less narrowly
defined; deviation from one’s own behaviour and subjective expectations is a common
social experience. Life in open networks is therefore likely to shape an individual’s
ability to forgive and to move on.

Our conjecture 1s consistent with a recent study by Antonucci et al. (2018), who found
a positive association between network size (a correlate of diversity) and forgiveness in a
cross-ethnic population of 907 respondents. While forgiveness is just a first step toward
trust (Miller et al., 2008), the link between the social situation around ego and behavioural
responses following interpersonal conflicts is encouraging. In sum, we propose:

Hypothesis 1: All else equal, the more (less) closed the network around ego,
the less (more) accustomed ego is to behavioural variation, and the lower
(higher) ego’s trust in an allegedly difficult contact.

It is obvious that information influences how interpersonal relations evolve following a
critical incident. The trust repair literature has explored how mediators and variable re-
pair strategies can help to rebuild trust (Krylova et al., 2018; Tomlinson et al., 2004; Yu et
al., 2017). In this study, we do not model information, but build on the theoretically and
empirically well-established association between social structure and information flows
(Carley, 1991; Coleman et al., 1966; Cook et al., 1983). More specifically, we theorize
how social structure around the conflicting parties is likely to influence ego’s opinion fol-
lowing a critical event (Burt, 2005). We assume that the amount and type of information
ego receives about the difficult contact (and possibly the alleged transgression) depends
on their position within ego’s network. Three elements are critical: (1) ego’s direct contact
with the allegedly difficult contact, (2) the number and strength of connections between
ego and shared third parties, and (3) the perceived strength of connections between third
parties and the difficult contact. Note, it is not essential in this context that ego has pre-
cise information on the relationship status between shared third parties and the difficult
contact. The fact that ego assumes alter-alter connections to be close influences the way
information is processed and valued.

In business, it is usually impossible to avoid contacts perceived as difficult. The more
frequent and close the interaction, the greater the chance that the conflict will be re-
evaluated. More important than the direct connection with the difficult contact, how-
ever, 1s often information from people close to them (Heider, 1958; Simmel, 1902). First,
ego 1s likely to code observed closeness between a difficult contact and shared alter ties
as a signal of positive sentiment, which may influence ego’s own assessment of the dif-
ficult contact (Rispens et al., 2011). Second, shared third-party ties establish a direct
information channel, likely influencing the way ego assesses the perceived transgression.
Drawing on Burt’s (2005) work on echo and bandwidth, access to shared third-party ties
gives ego the chance to encounter information that (partly) differs from her own narrative.
As Simmel (1902, p. 170) opined, even ‘a gesture, a way of listening, the quality of feel-
ing which proceeds from a person, suffices to give to this dissent between two others a
direction toward consensus’.
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6 1 Difficult contact

(A) Contact-specific constraint: 2.3 (B) Contact-specific constraint: 10.1

Figure 2. Stylized network structures: Difficult contacts with variable embeddedness

Note: Thick lines are strong ties; thin lines are weak ties.

All three elements — ego’s tie with the difficult contact, ego’s ties with third parties,
and third-party ties with the difficult contact — are analytically captured by Burt’s
contact-specific network constraint (Burt, 1992, pp. 54-56), which we use to mea-
sure the subjectively perceived social embeddedness of the difficult contact. Figure 2
illustrates where reinforcing and balancing information is likely found. Holding con-
stant ego’s network constraint at 45.9 in both cases, in Panel A, the difficult contact
shares with ego only contact 6 (analytically incorporating alter-alter ties and close-
ness, the contact-specific constraint on ego is 2.3). In Panel B, the difficult contact is
embedded in the right cluster, sharing ego’s contacts 2, 3, and 4 (the corresponding
contact-specific constraint is 10.1). Clearly ego’s chances of encountering novel in-
formation or a balancing narrative differs between the panels. In Panel A, ego is
likely to share ‘his account’ with a close-knit cluster of four contacts. Contacts 1
through 4 in the right cluster are likely to echo ego’s negative sentiment (Burt, 2005;
Peters et al., 2017), as they have no independent or alternative information about
the difficult other. Social cohesion within the cluster is likely to reinforce the effect
(Schachter, 1951).[1] Balancing opinion or bandwidth can only come from contact 6,
who maintains a tie with the difficult contact. In Panel B, the situation is reversed.
Ego shares three contacts with the difficult contact, allowing for greater ‘bandwidth’
in opinion, with each of these three contacts also having first-hand information about
the difficult other.

To be clear, our argument does not suggest that business associates who are per-
ceived to be close to the difficult contact have exclusively positive views to share.
Clearly, they too may occasionally find fault in the other’s behaviour. Yet once two
people are perceived to be close, the overall sentiment is likely to be positive. After all,
closeness signals how well group members know and feel about one another (Rispens
et al., 2011). It is therefore safe to say that shared third-party ties with the difficult
other offer ego the chance to come across more varied (and likely positive) informa-
tion. Take the extreme counterfactual: If ego does not share any contacts with the
difficult contact, there is no chance to come across informed and balancing opinions
(for a more general discussion of unshared third-party ties, see Reagens et al., 2015).
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Of course, the occasional person in ego’s network may assume the role of devil’s ad-
vocate. Yet absent first-hand information regarding the difficult contact, such counsel
is less compelling.

Holding constant the relationship between ego and the difficult contact, Table I dis-
plays four configurations illustrating how variable constellations of ego-alter and alter-
alter closeness are likely to influence ego’s chances to receive either reinforcing (echo) or
deviating information (bandwidth). In sum, chances for information bandwidth increase
with the difficult contact’s social embeddedness (contact-specific constraint) within ego’s
network. We predict:

Hypothesis 2: All else equal, the more (less) socially embedded a difficult
contact within ego’s network, the higher (lower) ego’s chance to come
across balancing opinions, and the higher (lower) ego’s trust in the diffi-
cult person.

We now have two mechanisms; one rests on the association between network struc-
ture and behavioural preferences (Hypothesis 1), and the other is grounded in the link
between social structure and information access (Hypothesis 2). With reference to the
literatures on biased assimilation and attitude polarization, we expect these mechanisms
to interact. Though balancing opinions offer the chance to revise one’s beliefs and as-
sessment, not everybody is equally prepared to do so (Lord et al., 1979). There is ample
evidence that exposure to opposing views may even increase attitude polarization, given
a common tendency to select and process agreeing information while discounting dis-
agreeing information (see for instance Bail et al., 2018, on political polarization).

'To what extent novel or alternative information is processed or discarded (Hypothesis 2)
is likely to be influenced by the social structure around ego and ego’s related capabilities
to process diverse opinions. Returning to our previous observation that those embedded
in closed networks are less likely to encounter novel information and alternative views
than those in open networks, one can expect a greater inclination to maintain established
beliefs and a greater reluctance to act on novel, disparate information. A logical deriva-
tion is that people embedded in closed networks are less prepared to consider alternative
views and arguments; information inconsistent with ego’s account will be filtered out.
In contrast, those embedded in open networks are accustomed to controversy and open
discourse, which will reinforce the positive association between information received
through shared ties and trust in the allegedly difficult contact.

Empirical support for the assumed link between social structure and the ability to cor-
rect a given course of action comes from various fields. Facciani and Brashears (2019),
for instance, report how religiously and politically homogenous networks strengthen val-
ues associated with the respective belief system. Opper and Burt (2021) report that man-
agers embedded in closed networks develop myopic tendencies and neglect long-term
strategies. And Dhand and colleagues present evidence of delayed hospital arrival for
stroke patients embedded in closed networks, which they trace to constricted information
flows that ‘reinforced the norm to watch-and-wait’ (Dhand et al., 2019, p. 6). Patients
embedded in large, open networks instead benefited from fast response times in the face
of disruptive information.
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Differences in emotional support in closed and open networks are likely to reinforce
the described differences in how disagreeing information is processed. People backed
by the emotional support of mutually connected close ties will find it easier to disregard
balancing opinions from contacts shared with the difficult contact. In contrast, people
surrounded by only a few well-connected contacts are more likely to be influenced by the
balancing accounts of shared contacts. Studies in the social support strand of network
analysis support this view. Large, densely connected networks tend to provide signifi-
cant social support in a variety of emotionally distressing situations (Haines et al., 2002).
Building on our previous hypotheses, we propose:

Hypothesis 3: 'The positive relationship between the social embeddedness of
the difficult contact and ego’s trust toward the difficult contact is smaller
(larger) if ego’s social network is relatively closed (open).

DATA AND METHOD

The data come from a 2018 network survey of a stratified probability sample of 384
CEOs in China’s Yangtze Delta region. Although some have argued for the cultural
contingency of the social network mechanism (Xiao and Tsui, 2007), there is accumu-
lating evidence against these arguments (see Batjargal et al., 2013; Burt, 2019; Burt and
Batjargal, 2019). Specifically, we know that network closure around a contact has sim-
ilar implications for trust in China as in the West (Burt and Burzynska, 2017; Burt and
Opper, 2017). Therefore, we are confident that our results are not limited to the Chinese
context.

Sample

Survey participants are CEOs of private companies in Shanghai and the municipali-
ties of Hangzhou and Ningbo (both in Zhejiang province). All three cities are located
at the heart of China’s Yangtze Delta region, with Shanghai located to the north,
Hangzhou to the west, and Ningbo to the south of Hangzhou Bay. All three cities
share a colonial past and are ranked among the top cities in China in terms of global
connectivity (Ni and Xu, 2021). To minimize industrial variation, the survey focused
on two of the region’s most developed industries: automobile and vehicle-parts pro-
duction, as an example of a traditional manufacturing industry, and I'T; representing
one of the region’s new technology-intensive sectors. To obtain a sample of sizeable
companies, only businesses at least 3 years old and with at least 10 employees were
included in the sampling frame. The target respondents were CEOs (ego); the survey
did not permit replacements.

The survey was implemented by a local research firm and conducted by professional
interviewers. Initial contacts and interview invitations were extended via phone and
in writing, and interviews were conducted on the respondent company’s premises. To
standardize the implementation of all survey instruments, and to minimize potential
interviewer effects, interviewers participated in a two-day training workshop. Upon con-
clusion of the workshop, a small pilot study with 10 CEOs was conducted in each city.
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10 S. Opper and N. Zou

Review of the pilot survey results did not lead to any changes to the survey instrument
but helped to refine the field protocols for the interview process.

In total, 384 of 1178 invited CEOs participated in the survey. The response rate of 33 per
cent is in line with comparable studies involving top management in the West (Mellahi and
Harris, 2016). A total of 346 (90.1 per cent) of the respondent CEOs were also (co-)owners
(264 [76.3 per cent| of whom held the largest ownership share) and 322 (83.9 per cent) were
(co-ffounders of their company. The high representation of owner CEOs reflects the typical
leadership structure of medium-sized companies in China. Following the Chinese Industrial
Classification system, 58 per cent of the sample companies were medium-sized or larger,
and the remainder were small. The average firm had a gross income of 55 million Chinese
Yuan (CNY) and employed 120 full-time employees, which is close to the provincial average
of 127 full-ime employees in private firms (Zhejiang Statistics Bureau, 2018, p. 239).

The Survey

The CEOs — ego in our framework — participated in two survey modules, comprising
(1) a CEO and firm survey providing some of the background data used here and (2)
a network survey that combined name-generator items and name-interpreter items to
collect information regarding the respondent CEOs’ contacts. Such network survey re-
search has a long tradition in management research (Batjargal et al., 2013; Burt, 2010, p.
28 If; Burt and Opper, 2017; Xiao and Tsui, 2007). More recently, Burt et al. (2022) have
shown that behavioural predictions tend to be more accurate for network data including
connections formed in past events, which is why our network measure also includes event
contacts formed in the CEOs’ pasts.

The survey design is an extended version of a survey conducted in 2012 (Burt and
Burzynska, 2017; Burt and Opper, 2017). As in the previous survey, respondents were
invited to use aliases for their contacts. Any auxiliary forms were removed and not sub-
mitted with the network survey. The decision to maintain complete anonymity has — in
addition to ensuring compliance with data protection regulations — substantive advan-
tages for the quality of the network data generated. First, respondents were not incen-
tivized to signal status and power by referring to local leaders that were not actually part
of their business network. Second, underreporting of ties that respondents relied on but
thought would suggest low status seems unlikely.

The name generators collected information in the following order about a set of diverse
key contacts: (1) the person who was most helpful in founding the business, (2) three to five
business contacts who have been helpful in important events following the founding of the
business, (3) three to four individuals who have been helpful business contacts during the
current year (i.e., 2018), (4) the person the respondent considered to be the most difficult
contact they had to deal with during the current business year, and (5) the employee the
respondent most valued during the current year. Finally, the instrument also asked whether
the respondent wished to mention any contact that should have been listed but whose name
did not come to mind in the context of the previous name-generator items.

The name-interpreter items provided information about the cited contact (gender
and role) and the quality of the relationship between the respondent and each listed
contact (emotional closeness, duration of relationship in years, frequency of exchange
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Trust in Difficult People 11

[daily, weekly, monthly, less often], contact channels, and level of trust). Moreover, the
survey asked respondents to write down what the ‘difficult’ contact did to make things
so difficult for the CEO in the current business year. Thus, in contrast to studies in
the trust literature, which manipulate ‘incidents’ in a laboratory setting (for review see
Sharma et al., 2023), managers reflected on recently experienced interpersonal con-
flicts. Note that our reference to a ‘difficult contact’ is distinct from Brennecke’s (2020)
work on ‘dissonant’ ties (people who are difficult to deal with either for being less
social, arrogant, or notoriously challenging). Our focus is on a contact who disap-
pointed a CEO’s implicit or contractual expectations enough to stand out as the most
difficult person the CEO had to deal with during the current business year. 2 Hence,
CEOs and their difficult contacts all experienced a crisis of trustworthiness. Further,
respondents were asked to provide information regarding the perceived quality of
alter-alter connections (close, distant, or something in between). Using these data,
and data on the quality of the relationship between the respondent and each alter,
the relationship between each pair of individuals was scaled to vary between zero and
one (see Appendix in Burt and Burzynska, 2017). Each network comprised a matrix
of connections with and among cited contacts, with network size ranging between 4
and 11 and a mean network size of around 7 contacts (SD = 1.4), which — according
to Merluzzi and Burt (2013) — is sufficient to capture effects of network closure and
openness.

The great majority of the 2702 cited contacts (88 per cent) were met at least once
a month. Respondents on average had known their ‘difficult’ contacts for 5.72 years
(SD =5.01) and had known other cited valuable contacts for 11.81years (SD = 8.4).
Sceptics occasionally mourn the fact that data protection requirements forbid tie ver-
ification in ego-centric network surveys relying on random samples. Note, however,
that our argument rests on the CEO’s perception — not on an externally verified struc-
ture — of her network and the third-party ties presumably shared with the difficult
contact. Finally, the survey questions used for our analysis did not follow a common
scale property and were clearly separated from each other. A single-source bias there-
fore seems unlikely.

Dependent Variable: Trust in the Difficult Contact

There are many different definitions of trust (for reviews: Lewicki and Brinsfield, 2017;
McEvily and Tortoriello, 2011). We conceptualize trust as ‘a psychological state compris-
ing the intention to accept vulnerability based on positive expectations of the intentions
or behaviour of another’ (Rousseau et al., 1998: 395). This definition captures two as-
pects: (1) the trustor’s willingness to be vulnerable and (2) the trustor’s positive expecta-
tions of another’s behaviour. A desirable measure of trust will therefore capture both
aspects. However, review studies have shown little consensus in measuring trust in orga-
nizational research, despite the convergence of theoretical conceptualizations of trust
(Dirks and Ferrin, 2002; Kramer and Lewicki, 2010; Legood et al., 2023; McEvily and
Tortoriello, 2011). Though some psychometric trust measures had been validated in sev-
eral experimental studies (for instance, Mayer’s and Davis’s 1999-scale has been used by
Ferrin et al., 2007; Kim et al., 2004), the use of context- and role-specific measures finds
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12 S. Opper and N. Zou

its limitations in network survey research. Here the complication is that the researcher
has no ex-ante information regarding the social role and mutual relations between trus-
tor and trustee. This is especially true for randomly sampled ego networks not limited to
an organization’s employment roster. Given that elicited network contacts would likely
cover a large variety of social roles, the survey followed the mainstream network litera-
ture on trust (Burt and Knez, 1995; Ferrin et al., 2006), relying on a relatively general,
unidimensional trust construct (McEvily and Tortoriello, 2011). To ensure that all re-
spondents could equally relate to the question, the wording also included examples of
concrete situations of misconduct applicable to different role-contacts. The trust ques-
tion reads as follows:

Consider the extent to which you trust each of the listed people.

For example, suppose one of the people asked for your help. The action needed from
you is not extreme, but it is substantial. It is a level of help you cannot offer to many
people. To what extent would you trust each person to give you all the information
you need to decide whether to extend the required help? For example, if the person
was asking for a loan, would they fully inform you about the risks of them being able
to repay the loan? If the person was asking you to give a job to one of their relatives,
would they fully inform you about their relative’s poor work attitude or weak abilities,
or other qualities that would deter you from hiring the relative?

The question not only captures managers’ willingness to be vulnerable, as the help is
costly, it captures their positive expectation of the trustee’s behaviour: that the trustee
would disclose all information relevant for managers to make an informed decision.
Why such information may potentially not be disclosed (due to character, situation,
or competence) is not defined, maintaining a rather open scenario. Respondents were
asked to use a scale from 1 to 5, with 1 describing the lowest and 5 the highest trust
level. Our variable of interest is the manager’s trust in the difficult contact. In our
sample, the average trust score for difficult contacts was 2.4 (SD=1.12); for other
contacts, it was 4.3 (SD =0.69). Hence, difficult contacts scored on average 1.9 points
lower than other network members. Given that all ‘difficult’ people were cited for
some sort of transgression observed while acting on behalf of or together with ego,
it is sensible to assume that lower trust scores are due to the referenced incident. Of
course, a sceptic could worry that trust was low even before the incident; the fact that
the critiqued behaviour generally occurred while the cited contact acted in a ‘position
of trust’ should alleviate such concerns. Variation of recorded trust is pronounced: 16
per cent of the difficult contacts received high trust scores of 4 or 5; only 23 per cent
received the lowest score of 1.

Explanatory Variables

Three structural measures capture ego’s social network (Hypothesis 1), the embedded-
ness of the difficult contact within ego’s network (Hypothesis 2), and an interaction term
between the two (Hypothesis 3).
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Trust in Difficult People 13

Network constraint around ego. This score measures the extent to which the respective manager
is surrounded by a network of close, mutually connected contacts. Formally, the constraint

5C=Y 6=, [p] + quiqqu] " with g#i, (see Burt, 1992), in which p,, captures the
amount of time and energy ego, 7, invests in contact j. This is the ratio of z; to the sum
of ¢ relations, in which z; is the tie strength between 7 and ;. For ease of interpretation,
we multiplied scores by 100. Intuitively, higher scores signal increasing network closure
around ego. Networks become more closed as the number of contacts decreases (network
size), as the number of strong direct ties between contacts increases (density), and as
contacts are strongly connected indirectly through a central contact within the network
(network hierarchy). In our sample, the network constraint score ranges from 12.8 to 78.2
(Mean: 41.7; SD = 12.69), which is comparable to entrepreneurial networks in the West.

Embeddedness of the difficult contact. The difficult person’s contact-specific constraint ¢
on ego measures the embeddedness of the difficult contact. If ego and a contact are
indirectly connected through multiple close shared third parties, the contact-specific
constraint i3 high. We again multiplied scores by 100. The contact-specific constraint
ranges between 0 and 29.6. The proportion of difficult contacts with a 0 contact-
specific constraint is relatively large: 71 contacts (or 18.5 per cent) are isolates. To
control for the related level effect on trust, we included a dummy variable with a
value of 1 to mark these cases (zero constraint). As a logical derivation of Hypothesis 2,
we expected a negative relation between this dummy variable and trust, given the
absence of moderating voices.

Interaction between network closure and embeddedness of the difficult contact. 'To test Hypothesis 3,
we constructed a binary variable with a value of 1 for ego networks that are more closed
than the sample mean, and 0 otherwise (high constraint), and included an interaction term
between high constraint and contact-specific constraint. We also used the product of the
two linear measures as an alternative specification.

Control Variables

To avoid confounding effects and control for some of the obvious determinants of trust,
we included personal characteristics and information regarding the breach.

Characteristics of ego. Levels of trust are, to some extent, person-specific, described by
psychologists working from personality theory as a personal trait (Rotter, 1971); some
people are more trusting than others. To account for such individual-level effects, we
controlled for the average trust level between ego and all other contacts in ego’s network
(average trust). Further, we controlled for gender as a correlate of different network styles
and types of network contacts in China (Burt, 2019) and a correlate of trust (Haselhuhn
et al., 2015). Finally, we controlled for education (years of schooling), which prior studies
confirmed as a correlate of network structure and of trust (Ibarra, 1992).

Attributes of the allegedly difficult person. As trust may vary with gender (Merluzzi, 2017),
we held gender constant. Further, we held constant the number of years ego and the
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14 S. Opper and N. Zou

difficult contact had known each other (years known). Our expectation was that recent
acquaintances would be trusted less than older ones. Along similar lines, Burt and
Luo (2019) found that the risk of being cited as a difficult contact decreased with the
duration of a relationship.* Finally, we explored the extent to which the social role
of the difficult person influences ego’s trust. Though research on the issue i1s ambiguous
— Lount Jr and Pettit (2012) found a positive association, while Burt et al. (2018)
found no confirmation for a social role-trust association — we controlled for social role
relations. Respondents were asked to indicate all of the following social roles each
contact occupied: family, neighbour, party associate, childhood friend, classmate,
military associate, current colleague, former colleague, and other (respondents were
asked to specify the role). For the difficult contact, the most frequently cited roles
were colleague (144) and former colleague (83); 154 respondents stated that the
difficult person belonged to the ‘other’ category. Regarding the nature of these ‘other’
contacts, respondents specified the following categories: customer (43), competitor
(32), supplier (24), collaborator (16), friend (14), corporate governance (9), finance (6),
government (6), and other business services (4). Our analysis includes the categories
colleague, former colleague, and subcategories of the self-described category ‘other’;
in total, we include 11 dummy variables. Our benchmark category includes a
variety of personal (non-business) roles and consists of 19 respondents that do not
fall into any of the above-named categories, including family and friends.”! The
sparse representation of family and friends may be surprising given the widespread
perception of Asian businesses as family affairs. However, a closer look at the role
distribution in our network shows that only 7.7 per cent of 2702 cited contacts are
family. This 1s consistent with observations suggesting that by the early 2000s, Asian
businesses had begun to resemble Western firms (Carney, 2005).

Nature and severity of the conflict. Even though each manager referred to what they regarded
as the most difficult conflict in the current business year, we controlled for the nature and
severity of the conflict. We follow previous studies that differentiated between integrity-
and competence-based conflicts (Ferrin et al., 2007; Kim et al., 2004). The respondent
descriptions of the alleged transgression range from a single phrase to more elaborate
statements of up to 69 words. To avoid any author influence in the coding process, we
asked two native speakers, graduate students currently enrolled at two different highly
ranked Chinese universities, to code the nature and severity of each instance. The
students did not know each other’s identity and have never met.

We asked the coders to sort the descriptions into four categories: conflicts attributed
to (1) a person’s character (for instance, the respondent refers to ethics, honesty, atti-
tude, etc.), (2) a person’s competence (for instance, could not do their job, improper
storage, etc.), (3) situational factors (for instance, poor response to a situation — sup-
ply shortage, financial crisis, etc.), and (4) other factors not fitting any of the prior
three categories. Our coding has precedent in earlier social network survey research
exploring factors predicting character assassination among American senior man-
agers (Burt, 1999, 2005) and Chinese private firms’ CEOs (Burt and Luo, 2019).
With Cohen’s kappa =0.67 (SE =0.03), the intercoder reliability passes as substantive
(Landis and Koch, 1977) or good (Altman, 1991). In our analysis, we include the
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Trust in Difficult People 15

categorical variable blame where ‘a person’s character’ serves as the reference group.
As conflicts attributed to a person’s character tend to be the least likely to be forgiven
(Kim et al., 2004), we expected positive coeflicient estimates for the remaining cate-
gories (competence, situation, other).

Earlier work has rarely focused on the relationship between the severity of interper-
sonal conflicts and trust (Sharma et al., 2023), presumably due to the use of artificial
scenarios, which at least nominally are identical. Yet even identical scenarios will be
perceived differently by different people. In a business context, it is sensible to assume
that the perceived severity of conflicts correlates with the incurred economic dam-
age. This is consistent with the authors’ interview experience with CEOs operating
small- and medium-sized firms in China. With access to bank loans continuing to be
difficult and reliance on retained earnings high, profitability is a key concern. We
therefore asked the coders to look for descriptions containing direct reference to mon-
etary disadvantage (signalled by words such as profit, loss, money etc.). The intercoder
agreement was again substantive and even slightly higher (Cohen’s kappa=0.76,
SE =0.05). In our analysis, we include the dummy variable damage, with a value of 1
indicating a direct reference to monetary disadvantage. Clearly, not mentioning losses
does not rule out the business experiencing a related loss. As an alternative, we there-
fore explored a four-category measure: (1) direct reference to profit, loss, money (20
per cent of events); (2) negative influence on the company’s resources (e.g., machinery,
raw material, technology, assets) (55 per cent of events); (3) negative influence on fu-
ture business opportunities (e.g., contracts, collaboration) (16 per cent of events); and
(4) others which do not fall into the previous three categories (9 per cent of events).
Since our results do not vary when using the four-category measure, we only present
the binary variable damage.

Our results show no substantive difference between the two coders. We present results
using codes produced by Coder 1 (Coder 2 results are available upon request). We return
to the coding issue in our robustness tests.

Local context. 'To control for differences in the local policy environment, we included
three dummy variables for city (Shanghai, Ningbo, and Hangzhou) and two for sector
(automobile and I'T). Table II provides a summary of means, standard deviations, and
correlations of key variables.

RESULTS
Descriptive Results

We begin with a brief illustration of the bivariate association between the network struc-
ture around ego, the difficult person, and trust. Figure 3 shows mean values for ego’s
trust in the allegedly difficult person (vertical axis) within five-point intervals of network
constraint (horizontal axis in left panel) and within one-point intervals of contact-specific
constraint of the difficult contact (horizontal axis in right panel). Note that Figure 3 uses
raw data without any control variables. The association between constraint and trust
is slightly positive, but the slope coeflicient is extremely small (0.005) with a moderate
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Figure 3. Trust defined by network constraint and embeddedness of the allegedly difficult contact

Notes: The left panel shows the zero-order association between ego’s network constraint and trust in the
difficult contact. Plotted scores are average values for five-point intervals of constraint. Rare levels of
constraint smaller than 20 points are truncated to 20 points. Levels of constraint larger than 75 are truncated
to 75. The right panel shows the zero-order association between the embeddedness of the difficult contact
and ego’s trust (rthombuses and dashed trend line). Plotted scores are average values for one-point intervals of
embeddedness. Rare levels of embeddedness over 10 points (4.43 per cent of all observation) are truncated
to 10 points. For comparison, circles and dotted trend line mark the respective association for other contacts.

R?=0.15. In contrast, the association between the embeddedness of the difficult per-
son and ego’s trust is substantive (see right panel). The slope coefficient is 0.22 and the
bivariate association is strong (R*=0.75). Hence, ego’s trust seems to depend strongly
on the embeddedness of the difficult person in ego’s network (Hypothesis 2). In fact, the
most embedded contacts receive trust scores close to average trust levels in the network.
Comparison with the embeddedness-trust association for contacts not seen as difficult
(solid circles and dotted trend in the right panel of Figure 3) further highlights that dif-
ficult contacts require extreme levels of embeddedness to approach the level of trust
bestowed on others not associated with a difficult situation. Trust in those others, in
contrast, is high even with low levels of embeddedness (note the steep increase in trust
between ¢; =0 and ¢; = 2). Finally, and consistent with our embeddedness-argument, it
1s useful to note that the strong correlation between trust in difficult others and contact-
spectfic constraint (0.56, Table II) is not driven by the number of shared third-party ties
(bivariate correlation 0.22 with trust, not reported here) but hinges on the strength of
alter-alter ties.

Baseline Estimations

Table III shows that the zero-order associations in Figure 3 are robust to person-
specific and situational controls. Estimation results (M7—M2J) are from Tobit specifica-
tions to account for the five-point scale of our dependent variable and the potential
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Trust in Difficult People 21

left and right censoring, with trust values bounded by 1 and 5, respectively. We
expand the model specification stepwise. We begin, in M7, with no controls and focus
on the social structure around ego (Hypothesis 1) and the allegedly difficult person
(Hypothesis 2) without inclusion of the interaction term (Hypothesis 3). We then add
the interaction term (M2), personal attributes (A3), situational controls (AM4), and the
social role of the difficult contact (MJ)). Hypothesis 3 specifies interaction effects be-
tween network closure around ego and embeddedness of the difficult contact therein.
M©0 tests a broader interpretation of Hypothesis 3 by interacting the two network
variables as linear measures. M7 and M8 employ probit model specifications, testing
whether our results hold for extreme cases of relatively high and low trust in spite of
the conflict. M7 predicts the likelihood of high trust scores =4 and M8 predicts the
likelihood of scores <2. All specifications include city and sector fixed effects and
robust standard errors. The variance inflation factor (VIF) values of variables suggest
multicollinearity is not a concern (Kutner et al., 2004).

As may be expected based on Figure 3, no specification (except M1) shows the pre-
dicted negative association between constraint and trust, which rejects Hypothesis 1.
Instead, statistically significant variation in trust comes from the embeddedness of the al-
legedly difficult contact (Hypothesis 2). The more ego and the difficult person are jointly
invested in other contacts, the higher the trust in the difficult contact, a finding that is also
consistent with Krackhardt’s (1998) observation that embedded relations tend to be more
stable than unembedded relations. Across models M7 to M), coefficient estimates are sig-
nificant at the 0.1 per cent level and range between p=0.24, t-test=7.85 without control
variables (M1) and $=0.33, t-test = 6. 66 with all control variables (M5).[6] The complete
absence of shared contacts reduces trust by 0.82, t-test=—4.17 (A5). In M5, the respec-
tive average marginal effect of contact-specific constraint on the expected value of trust
is estimated as 0.26 (t-test =6.99). Estimation results also support Hypothesis 2 when we
use the linear constraint measure in the interaction term (contact-specific constraint *
constraint) in M6. Use of an OLS specification (see model M5-1]) produces very similar
results.!”!

We further explored M5-II to see whether results for our core predictors constraint,
contact-specific constraint, and contact-specific constraint X high constraint might be due to an
omitted variable bias. For constraint, the omitted variable would have to be correlated
at 0.26 with the outcome and at 0.26 with the predictor of interest (conditioning on
observed covariates) to invalidate our results. For contact-specific constraint the respec-
tive correlation would have to be 0.47 with the outcome and the predictor, and for the
interaction term the respective correlation with outcome and predictors would have to
be 0.24 and —0.24. This implies that, to invalidate our findings, the minimum impact of
the omitted variable would have to be 2.28 times larger than the influence of relation-
ship length for contact-specific constraint, and 1.14 times larger for the interaction term.
Given the well-grounded effect of relationship duration on network structure and trust,
it is highly unlikely to have omitted a variable in the same or an even higher impact cat-
egory (see Busenbark et al., 2022).¥

A legitimate question is whether the embeddedness effect mirrors a bridge-tie effect.
Of the 151 bridge ties among the 384 difficult contacts in the sample, 71 are unembedded
and could be driving trust between ego and the difficult contact. However, controlling for
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22 S. Opper and N. Zou

bridge position adds nothing to the prediction (results are available upon request). The
coeflicient estimate for bridge contacts is positive and not significant at conventional lev-
els (t-test=1.77), and the size and statistical significance of predicted network effects are
comparable to those reported in M5 (contact-specific constraint § =0.35, t-test = 6.70; for
unembedded contacts p=—0.97, t-test=—4.72).

Hypothesis 3 predicts that the positive association between embeddedness (and related
information flows) and trust is smaller if ego is embedded in a closed network. We find
robust support for this. The influence of shared third-party ties is weaker if ego is sur-
rounded by a relatively closed network. For the complete model (1)), the coefficient for
the interaction term is p =—0.17, t-test = —3.64, that is, network closure around the dif-
ficult contact reduces the effect by 51.5 per cent compared to an open network structure
(the respective marginal effect on the expected trust value is —0.13, t-test=—3.70). M6
confirms the negative interaction between social embeddedness of the difficult contact
and ego’s network constraint (f=—0.005, t-test=—3.07). Both probit estimations (M7
and M3$) test the likelihood of extremely high (trust =24) and extremely low (trust <2)
trust values following a conflict. All results are consistent with our Tobit and OLS spec-
ifications, and the direct association between network closure and dyadic trust remains
statistically insignificant.

Figure 4 builds on M6 to show the association between network structure and predicted
trust values. We computed marginal effects for the two network measures, keeping all
other variables at the mean of the estimation sample. Sample values for contact-specific
constraint are set at the sample median (green line, circles), the sample mean (blue line,
rhombus), and one standard deviation above the sample mean (red line, squares). Sample
values for network constraint around the accuser are £2 standard deviations around the
sample mean (41.7). All marginal effects are statistically significant at 0.1 per cent level
and all three lines are pairwise statistically different from each other. Figure 4 shows that
the least trusted allegedly difficult contacts following a violation are those located at the
margins of ego’s network (green line, circles; contact-specific constraint = 1.3). Trust var-
ies only marginally, with 2.2 for low and 1.9 for high network closure around ego. In con-
trast, difficult contacts who are relatively well connected within ego’s network (red line,
squares, with contact-specific constraint set one standard deviation above the mean) con-
tinue to enjoy relatively high levels of trust. The most trusted difficult contacts are those
on the left end of the red line; these are highly embedded in otherwise relatively sparsely
connected ego networks. Note that at the far left (with a network constraint score of 16.5,
two standard deviations below the sample mean), predicted trust following violations
is as high as 3.8. The same embeddedness of the difficult contact in a relatively closed
network around ego (67.1, two standard deviations above the sample mean) is associated
with an average trust score of 2.4. Briefly, difficult contacts who — in spite of their mis-
steps — enjoy high trust are deeply entrenched in otherwise relatively sparse networks.

Returning to Table III, only a few of the control variables add explanatory power to
our social explanation of trust following interpersonal conflicts.™! Trust levels vary de-
pending on blame attribution. Trust is higher if cited conflicts are associated with situa-
tional factors (see A1)). Interestingly, damage is not statistically significant at conventional
levels. Responses are equally explained by the same social mechanisms, independent of
variable economic consequences.
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Predicted trust in the difficult contact
3
L

~ -

16.5 29 41.7 54.4 67.1
Network constraint on ego

—=@— Contact-specific const.(median) —@— Contact-specific const. (mean)
—&— Contact-specific const. (mean + 1SD)

Figure 4. Network embeddedness of the allegedly difficult contact increases ego’s trust following a conflict,
especially in open ego networks

Notes: Constraint around ego i3 presented for the mean value 41.7£2 SD (with 1 SD=12.7). Median
contact-specific constraint is 1.3, mean is 2.4 with 1 SD =3.3. Predictions are with 95 per cent confidence
intervals. All three lines are pairwise statistically different from each other (rhombus vs. circle: $=-0.005,
t-test=—3.07; square vs. rhombus: p=-0.016, t-test=—3.07; square vs. circle: p=-0.021, t-test=—3.07).

The number of years that ego and the difficult person have known each other is posi-
tively linked with trust.!'” We were curious to see at which point social structure around
the difficult contact would lose its discernible positive influence on trust. As we excluded
longer acquaintances, 1year at a time, all balancing effects associated with embedded-
ness disappeared for acquaintances known for more than 9years. Thus, from ego’s per-
spective, social opinion becomes irrelevant when the difficult person has been known
for a considerable time. The fading effect over time reinforces our assertion that social
embeddedness is ultimately a signal of information breadth, a feature that loses its value
in very mature relations.

Finally, pronounced status differences between the respondent and the difficult contact
seem not to play a major role in determining trust. Current colleagues — who naturally
have a lower status in the CEO’s organization and are more tightly controlled than any
of the external actors —do not experience a more lenient response than others. The same
result undermines the idea that CEO trust reflects cultural specifics such as paternalism
—a common leadership style proposing local CEOs tend to treat their employees as ex-
tended family (Li, 2008; Zhang et al., 2015).
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Robustness

We explored three key questions to scrutinize our baseline findings: (1) potential con-
cerns on endogeneity and reverse causality, (2) alternative measures, and (3) alternative
explanations.

Endogeneity and reverse causality. People embedded in closed networks are more likely to
form in-group consensus on what is right and wrong. Thus, they may be less likely
to stand out as difficult, and if they do, the behavioural deviation may be small.
The positive association between embeddedness and trust could therefore be due to
the fact that no economic damage occurred in the first place. Though theoretically
possible, our data does not support such a scenario. A zero-order correlation between
contact-specific constraint and conflicts associated with an economic loss 1s negligible
(corr. = —0.06, p=0.248). To rule out the possibility that some respondents suffered
economic consequences they simply did not mention, we combined reported conflicts
that either mentioned direct losses or any negative influence on company resources
and confirmed an insignificant zero-order correlation (corr. = —0.05). Standard
mean comparison tests show no significant difference of the mean contact-specific
constraint across CEOs with either direct losses or implications for the company’s
resource base compared to those who mentioned neither direct nor indirect economic
effects (t=0.904).

The respondent’s recollection of network contacts could also theoretically be af-
fected by negative events. The risk seems limited, because the reported conflict hap-
pened within the months preceding the survey while reported ties were part of ego’s
network over multiple years (the mean for difficult contacts is 5.72 years, the mean for
other contacts is 11.81 years). However, one could still argue that the positive associa-
tion between embeddedness of the difficult contact and trust shows that the reported
third-party ties only persist because the reported conflict was not substantial from the
third party’s perspective. Had it been substantial, third-party ties might no longer
exist. The point is well-taken, but does not undermine our argument. If ties persist
because the incident was ultimately minor from the third party’s perspective, then it is
likely that ego was presented with alternative accounts balancing their opinion. Thus,
the reported alter-alter ties may theoretically be endogenous to the severity of the vio-
lation (as perceived by the shared alter contacts), but this type of network endogeneity
would not affect the quality of opinion presented to ego. The social mechanism and
causality would remain in place.

We also explored another, less likely, form of endogeneity. Theoretically, ego could
intendedly or subconsciously underreport de-facto existing alter-alter ties in cases of
serious conflicts (‘because I am so angry, I will not acknowledge others still deal with this difficult
person’). In this scenario, the ‘acknowledged’ embeddedness of the difficult contact
would be downward biased if underlying conflicts were perceived as extreme. The
positive coefficient estimate of embeddedness would not signal information brought
to ego by shared third-party contacts, but would capture ego’s independent evaluation
reflected in the acknowledged ties. While there is no theory supporting such behaviour
in general, we can infer from our data whether such behaviour may have biased our
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Trust in Difficult People 25

results. To do so, we focused on those difficult contacts who reportedly have no ties
with other contacts in ego’s network. Our logic is: The complete lack of ties is more
likely for contacts who are not part of ego’s daily business routines; contacts embed-
ded in ego’s daily work environment and who ego meets on a daily or weekly basis,
in contrast, should have some third-party ties in common with ego. Hence, finding a
large number of unconnected difficult contacts that belong to the second group would
be a signal of false reporting. This is not the case. Among the 151 cited contacts who
do not share any third-party ties with ego, 32 are described as former colleagues, 95
fill ‘other roles’, and only the remaining 24 are current colleagues. Low contact fre-
quency suggests that false reporting is unlikely; 90 per cent of the 151 unconnected
contacts are seen either less than monthly (‘rarely’) or monthly. In sum, the systematic
underreporting of alter-alter ties is unlikely to drive the positive association between
the embeddedness of difficult contacts and ego’s trust.

Measurement. We asked two independent coders to code the nature of the reported incident
to rule out author manipulations. While the intercoder reliability is good by commonly
accepted standards, we wanted to ensure our results were not driven by disputed
assessments. We therefore conducted a sub-sample analysis of the 285 observations both
coders assessed identically. Table IV summarizes our results. M9-M12 replicate M5—M8
in Table III. Results in all specifications confirm that highly embedded contacts enjoy
relatively high trust, but less so if ego is in a closed network.

But are the reported conflicts sufficiently grave to affect a manager’s trust in the
difficult contact? After all, differences in trust could have occurred for other reasons.
To address this concern, we conducted a sub-sample analysis focusing on instances in
which difficult contacts were criticized for their character or competence. Both factors
are well-established predictors of trust (Kim et al., 2004; Mayer et al., 1995). M15—
M1)5 in Table IV replicate our baseline model (A15) with coding results from Coder 1,
Coder 2, and both coders, respectively. Again, highly embedded contacts are trusted
more, but less so if ego is in a closed network. These results also hold when we only
consider conflicts blamed on the bad character of the difficult contact. Clearly, in
these cases, one can be relatively sure that interpersonal trust is affected (Tomlinson
and Mryer, 2009).

Finally, we explored alternatives to measure conflict severity. In our main analysis, we
used notions of economic damage as a signal of severity. Here we explore feelings of psy-
chological loss or negative emotions as an alternative signal of severity. To construct a range
of emotional measures, we used Linguistic Inquiry and Word Count (LIWC 2022 version),
an established dictionary-based language analysis tool also available for Chinese language
input. We focused on affect, namely positive and negative emotions, and specific aspects of
negative emotions such as anxiety, anger, and sadness (see Tausczik and Pennebaker, 2010,
who developed the software; see Burt, 2010; Srivastava et al., 2018, for using LIWC coding
for English texts; and Huang et al., 2012 for Chinese texts). Most words (72 per cent of a re-
spondent’s description) were covered by the LIWC dictionary; expressions not covered typi-
cally referred to product types and technical jargon. Table SI in the Supporting Information
has the results. Replacing the damage measure with any of the emotional measures does not
change our main results (M. [=MJ5.3). Reassuringly, our main results remain unchanged
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even when we hold constant blame, damage, and emotional measures simultaneously

(M5.4-M5.6).M

Alternatwe explanations. Could the demonstrated association between the difficult contact’s
embeddedness and the interaction with network closure around ego depend on the
respondent’s status (Lount Jr and Pettit, 2012)? While we worked with a highly homogenous
sample of respondents with comparable status as CEOs of medium-sized enterprises in two
select industries, we probed for any individual status differences that might influence trust.
However, correlation coeflicients between constraint and variable proxies of respondent
status do not support this narrative. Constraint and personal income, as well as constraint and
self-perceived industry status, are only weakly (and positively) correlated (corr. 0.12 and 0.09,
respectively). The additional inclusion of both measures in our baseline estimation leaves our
main results unchanged (contact-specific constraint: = 0.34, t-test=6.56; interaction term:
B=-0.18, t-test=—3.62). Both added proxies for CEO-status are statistically insignificant,
with =-0.01, t-test=—0.13 and $=0.04, t-test=1.20, respectively. We produced similar
results using company’s return on assets or profits. Respondent status and status differences
seem not to be driving our results.

DISCUSSION

What explains whether difficult people are trusted? Our study explores the social situation
around the trustor—trustee dyad as a neglected social explanation. At the core of our rela-
tional framework are two mutually related mechanisms linking the social structure around
the trustor (ego) and the difficult contact with ego’s trust response: (1) ego’s embeddedness
as a forcing function of behavioural preferences and (2) the trustee’s social embeddedness
as a signal of information access. Using data from 384 Chinese CEOs reporting critical
interpersonal conflicts in their business networks, we have two main findings: First, allegedly
difficult contacts relationally embedded within ego’s network tend to enjoy higher trust than
unembedded contacts associated with a similar incident. Second, the positive association be-
tween social embeddedness and trust declines with network closure around ego. Jointly, these
findings confirm the significant role social networks and network position play in shaping
interpersonal trust, especially following a critical conflict.

Our approach bridges two literatures that have largely developed in isolation de-
spite their shared interest in interpersonal trust: trust repair and social network the-
ory. We see two broader contributions. First, the trust repair literature gains a social
component. While this literature has largely focused on personal attributes, situa-
tional factors, and behavioural responses inside the trustor—trustee dyad (for review
see Sharma et al., 2023), behavioural responses were explored in isolation, abstracting
from the specific social structure around the conflicting parties (Kim et al., 2004;
Kramer and Lewicki, 2010; Tomlinson et al., 2004). The demonstrated relational ef-
fect associated with network position and strength of shared third-party ties, however,
suggests a number of possible implications that may lead to a socially embedded con-
ceptualization of repair strategies. For instance, the effectiveness of variable forms of
information (Shapiro, 1991), language of apology (Ferrin et al., 2007), compensation
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(Desmet et al., 2011), and involvement of mediators (Yu et al., 2017) may well vary
with the relational embeddedness and network position of participating parties.

Second, our findings contribute to the network perspective on interpersonal trust
(McEvily et al., 2021; Schilke et al., 2021) and its long tradition of treating interper-
sonal trust as a social construct (Burt and Burzynska, 2017; Burt and Knez, 1995; Chua
et al., 2008; Ferrin et al., 2006). In spite of a well-established consensus that closure helps
in detecting and penalizing bad behaviour, and facilitating trust and stable cooperation
in closed networks (Coleman, 1988; Ellickson, 1991; Granovetter, 1985; Greif, 1989;
Piskorski and Gorbatai, 2017), the literature has largely bypassed the question of how
social structure explains trust following interpersonal conflicts. Our results show that
after a transgression, it is the combined influence of network structure around ego and
relational embeddedness of the difficult contact that matters. Somewhat counterintui-
tively, closure around difficult contacts — the same mechanism that is largely interpreted
as social protection against transgressions — also helps to maintain trust once transgres-
sions have happened, though the association appears to be weaker than for positive and
neutral contacts (see Figure 3).

There are practical implications, too. An obvious intervention strategy for team
leaders managing work conflicts would be to activate shared ties as mediators in an
effort to rebuild trust (Yu et al., 2017). Mediators who are relationally embedded and
linked with both parties seem better positioned to alleviate tensions and increase trust,
yet mediators are typically chosen based on their status and track record. Similarly,
team assignments bringing together the triad of accuser, difficult contact, and shared
contact, may be effective in reducing work conflicts and improving trust as they nec-
essarily keep the conversation going. The worst response would be to leave the al-
legedly difficult person isolated, with likely consequences for team cooperation and
effectiveness.

At this point we can only speculate how cooperation with difficult, still trusted con-
tacts will evolve. However, our survey allows some tentative inferences. Respondents
were asked to assess with which individuals in their network they would consider en-
tering a joint venture. As in the trust question, respondents were asked to use a scale
from 1 to 5 to indicate their willingness to collaborate. The correlation coefficient
between trust and collaboration is considerable (0.69) and positive across all sample
contacts (n=2702). However, there is an interesting comparison between the group
of difficult contacts (n = 384) and all remaining contacts (n =2318). Whereas the cor-
relation between trust and collaboration is 0.71 for the group of allegedly difficult
people, it is only 0.39 for the remaining contacts, suggesting that trust may be an even
stronger antecedent for cooperation once a contact is labelled as ‘difficult’. While
answers to hypothetical questions do not carry much weight, they show that highly
embedded (and therefore trusted) contacts have the best chance of playing an active
role in future transactions.

Limitations and Future Research

We acknowledge a number of limitations, each of which offers a springboard for fu-
ture research. The first is related to our research setting. We collected data in global,
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cosmopolitan Chinese cities with deep connections to Western culture. Given the in-
creasing number of studies undermining cultural contingency arguments (see Batjargal
et al., 2013; Burt, 2019; Burt and Batjargal, 2019; Burt and Burzynska, 2017), we are
relatively confident that we have highlighted a general social mechanism rather than a
cultural peculiarity. However, this does not rule out the possibility of significant level
effects when replicating our study in different regions and country settings. A common
claim, for instance, is that trust transference may be more relevant in collectivist than in
individualist cultures (Doney et al., 1998). Some also claim that interpersonal trust in
China — and more generally in countries with weak formal institutions — is more person-
alized and dependent on network ties than in the West (Li, 2008).

While these concerns may be valid, such differences between China and the West are
likely to play out in effect size, not in the social mechanism or its direction. Comparative
studies show that trust in shared contacts is generally higher than in isolates — whether in
China or in the West (Burt, 2019; Burt et al., 2018). Further, there is little reason to believe
that the claimed cultural differences are particularly pronounced in our sample. Compared
with other more traditional and less cosmopolitan regions, China’s Yangtze Delta region is
associated with relatively low values in interpersonal relatedness (Confucian traits) such as
traditionalism, face, discipline, and harmony (Obschonka et al., 2019). One can therefore
be relatively sure that our results are not culturally inflated. If anything, we would expect
to find even larger effects in more traditional settings characterized by higher values of
interpersonal relatedness. Also, professional groups with lower status and less international
involvement than entrepreneurs and CEOs may cultivate different types of networks. To
what extent such differences matter is an empirical question for future research.

Building on the initial corroboration of our relational argument, a natural second step
would be to collect more detailed information describing the trust repair efforts of shared
third-party ties and examine other factors in the trust rebuilding process, such as ego’s for-
giveness. For instance, experimental research on trust repair suggests that the mediator’s
style of communication matters (Yu et al., 2017) and that apology facilitates forgiveness
(Grover et al., 2019). However, it 1s unclear to what extent trust is mediated by ego’s forgive-
ness. Equally unclear is whether results from these vignette studies replicate in real-life set-
tings when holding constant the social structure around ego, difficult contact, and alters. It is
entirely possible that mutual closeness rather than tactics turns out to be a dominant effect.

Future research could also focus on more narrowly defined sources of conflict. For in-
stance, one might suspect that conflicts in financial matters may have different confound-
ing effects than issues that arise in research collaborations. Putting the empirical focus
on more homogenous cases is therefore likely to provide additional insights. Relatedly,
it remains an open question whether social structure has similar effects on trust if legal
action would be viable to redress the disputed behaviour. Does social opinion modify in-
dividual responses to illegal activities, or is the balancing effect of social opinion limited
to cases that lack legal and normative guidance regarding the severity of bad behaviour?

Finally, as with all cross-sectional surveys, possible omitted variable bias and endog-
eneity — even if unlikely to be a dominant effect in our specific setting — calls for other
forms of corroboration. Even though we have shown that the estimated minimum
impact of an omitted variable required to invalidate the reported effects makes a crit-
ical omitted variable bias unlikely, dynamic data would offer additional insights. For
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instance, one could explore to what extent trust following a conflict hinges on prior
trust. Such research design, however, is challenging in the context of network studies.
Though laboratory experiments have been widely used in the trust literature studying
responses to manipulated conflicts (Haselhuhn et al., 2015; Lount Jr and Pettit, 2012),
social history and learned social behaviour are difficult to model in laboratory situ-
ations; bringing participants with strained relations into a lab setting adds another
complication. Longitudinal archival studies building on email records and semantic
analysis of complete community networks (instead of egocentric network data) offer an
alternative path, but access to email content is generally not granted due to tightened
data protection regulations. Also, community networks may not capture a comparable
incidence severity, as choices to cite a difficult contact are limited to a defined roster
of people. Relatedly, nominations of difficult contacts in community networks may be
the outcome of gossip and social influence in broader communities (Burt, 2005).[12]

CONCLUSION

Closed networks are perceived as a safe haven of mutually beneficial or acceptable busi-
ness conduct. Closure around difficult contacts, however, can also increase their chance
to be considered trustworthy despite past offences. Our findings offer insights into social
situations that may facilitate the continuation of trust and even cooperative relations
after transgressions. Naturally, there is a downside too: A group’s opinion is not neces-
sarily superior to one’s own. There is some risk that opinion articulated publicly does
not reflect private preferences (Kuran, 1995), a risk more common if power relations are
asymmetric. Even if honest opinions are shared, it is still possible that such information is
not superior to ego’s own judgement. After all, only the future will tell whether renewed
trust was deserved or misplaced.
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NOTES

[1] Schachter’s (1951) classic experiment is a good reminder of the social consequences those who deviate
from common opinion around the accuser should expect. Confederates argue extreme positions in
group discussions on the just response to a juvenile delinquent. When the confederate will not converge
with the group’s assessment, communication typically stops and the confederate is avoided in future
group meetings.

[2] The provided free-text descriptions of our survey confirm our point. No one received cognition-based
negative evaluations describing a contact as arrogant or belligerent as in Brennecke’s (2020) dissonant
ties. Instead, contacts are associated with financial losses (20%), negative implications for the company’s
resources (55%), or missed business opportunities (16%).
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[3] Network constraint may be larger than 1 when the network size is 3 or smaller (Everett and
Borgatti, 2020). However, no CEO reported fewer than 4 contacts.

[4] Other studies have controlled for ‘closeness’ between both contacts, showing that contacts that the re-
spondent feels close to are less frequently cited as difficult (Burt, 1999). However, closeness is as much a
predictor of trust as the outcome of difficult situations.

[5] The 19 contacts are family (9), childhood friend (3), classmate (3), neighbour (2), party friend (1), and
contact from the military (1).

[6] We conducted a sub-sample analysis focusing only on third parties with weak ties to the difficult contact.
Still, highly embedded difficult contacts enjoy relatively high trust ( =0.38, t-test=>5.29). This is consistent
with our logic that any shared third-party ties increase ego’s chance of coming across balancing opinions.

[7] We show that the positive influence on ego’s trust is rooted in the difficult contact’s embeddedness in
ego’s social network (which includes the strength of alter-alter ties), rather than in a simple count of
shared contacts. To this end, we replaced contact-specific constraint with number of shared third parties. In
M1 for instance, the coefficient estimate for shared third-party ties is 3=0.02 (t-test=0.48). The Pseudo
R? drops correspondingly from 0.16 to 0.08. When further replacing zero constraint with network size as
a control variable, third-party ties become significant (=0.24, t-test=5.83), yet the Pseudo R? only
reaches 0.03.

[8] Calculations with konfound (stata).

[9] Our results remain robust when excluding ego’s average trust level for other contacts (contact-specific
constraint: = 0.34, t-test = 6.66; interaction term: p=—0.18, t-test=—3.75).

[10] We probed whether elapsed time between the conflict and interview influenced ego’s trust. Controlling
for the interview time does not change our results (contact-specific constraint: = 0.33, t-test =6.63;
the interaction term: f=—0.17, t-test = —3.65). Time is insignificant (p =—0.03, t-test=—1.74).

[11] Contact-specific constraint is positively correlated with negative emotion (corr.=0.12, p=10.02),
which corroborates that the positive embeddedness-trust association is not driven by low conflict
severity.

[12] Burt (2005) reports a positive association between shared third-party contacts and being seen as a ‘dif-
ficult contact’.
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