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BY KENNETH NOWACK AND PAUL J. ZAK
ILLUSTRATIONS BY JOHANNA GOODMAN

Trustis a leading
currency in today’s
talent economy. Here’s
the science behind how
leaders can cultivate it
in their organizations.

000 0000000000000 00 000

umerous management books,
articles and  conferences
have focused on the topic of
trust. Trust is claimed to be
some near-magical economic elixir
explaining everything from produc-
tivity gains to enhanced happiness
at work. But in reality trust is com-
plicated and challenging to measure
at an individual, team and organiza-

tional level. Fortunately, discoveries
in neuroscience have provided new,
rigorous, peer-reviewed and ac-
tionable insights into what trust is,
how it can be measured and, most
important, how organizations can
build and enhance trust to improve
their performance.

Whatis Trust?

The first comprehensive mathemat-
ical derivation of trust came from a
2001 biologically based model intro-
duced by one of us, Paul J. Zak, and
Steve Knack. It showed that trust
reduces the transaction costs asso-
ciated with investment decisions by
increasing confidence in what the
other party would do. In a sample
of 41 countries, trust was among
the strongest predictors economists
had ever found to predict investment
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and per capita income growth. Trust
is an economic lubricant, reducing
the frictions that often occur during
economic activity. This same math-
ematical relationship can also be ap-
plied to describe interpersonal inter-
actions within organizations.

Trust is Chemical

Is it possible that when we interact
with others and perceive that they are
capable, caring, ethical and predict-
ably consistent in their behavior that
some type of “switch” in the brain
turns on to signify we should trust
them? A turning point in the study of
trust was the discovery of the role of
the neurochemical called oxytocin.

For more than 15 years, we have ex-
plored the neurobiology of trust, ini-
tially using a cooperative dilemma
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known as the trust game. In the trust game, participants
are placed into anonymous dyads and randomly assigned to
the roles of decision-maker 1 (DM1) and decision-maker
2 (DM2). Both DMs are allocated money as compensa-
tion for their time and pain from the experimenters — $10
for showing up and agreeing to have their blood drawn,
and up to $40 based on their performance. Important for a
study of trust, there is no deception in this experiment and
DMs cannot contact each other before, during or after de-
cisions are made. All interactions take place via computer
while participants sit at desks with privacy dividers.

After identical instructions, DM1 is prompted via software
to send any integer amount (including zero) of their money
to the DM2 in their dyad. Participants know that whatever
is sent comes out of DM1’s account and is tripled in DM2’s
account. The software then informs DM2 of how much
money they were sent by DM1 and then prompts DM2 to
send some amount back to DM1 (including zero). Trans-
fers from DM2 to DM1 are not multiplied and constitute a
dollar-for-dollar allocation out of DM2’s account and into
DMZ1’s account.

This research approach allows for the quantification of
both trust (DM1 to DM2 transfer) and trustworthiness
(DM2 to DM1 return transfer). Zak’s idea was to obtain
blood samples before decisions to assess oxytocin. Zak’s
team of researchers found that the receipt of money de-
noting trust, but not money in general, causes the brain
to synthesize oxytocin. Furthermore, the amount of oxy-
tocin produced predicts trustworthiness — the return of
money to the DM1 who had initiated trust. This shows
that the intention behind someone’s actions is important.
This research team also demonstrated the causal effect
of oxytocin on trust by safely infusing synthetic oxytocin
into people’s brains (through
their noses). Those given syn-

. . FIGURE 1
thetic oxytocin, compared to

nerships or agreeing to work together on a project. Oxy-
tocin signals that a person is safe to be around by reducing
the natural wariness we have around strangers. Functional
magnetic resonance imaging (fMRI) experiments have
shown that infusing oxytocin in people results in a marked
reduction in fear-associated brain activity.

Subsequent research has shown that oxytocin influences
trust by increasing our emotional connection to others;
that is, our empathy. When our empathy is enhanced we
are motivated to help others, even complete strangers. Ad-
ministering extraneous oxytocin does not always enhance
trust. In fact, when individuals who possess some person-
ality disorders (e.g., social anxiety, trait aggressiveness and
borderline personality) are given extraneous oxytocin, they
show increased in-group bias and greater distrust in their
relationships with others.

High Stress Inhibits Oxytocin

A number of neurochemicals
promote or inhibit the brain’s
oxytocin release. This means

participants who received a pla-

[Organizational Practices] [ Leadership Practices

that not every positive social

cebo, trusted strangers with 17

.

encounter will be reciprocated

/

percent more money and were
twice as likely to show maxi-

[ Oxytocin Release J

as such. A primary inhibitor
is a stress hormone called epi-

mal trust by sending all their nephrine. During high stress,
money to another person. epinephrine spikes heart rate

and blood pressure, inhibiting
Outside of our conscious Engagement TFUSt Performance our ability to connect to and
awareness, our brains seek the feel empathy for others. Inter-
right balance between being estingly, though, it turns out
wary of strangers and interact- CUItU re that moderate stress increases
ing with them. Cooperating oxytocin release. When we’re
with others puts us at risk of Retention Innovation facing a challenge, we often
exploitation, but it also allows turn to others to help us sur-
us to derive value from such Well-being mount it.

interactions. This value could

be friendships, romantic part- Source: Paul J. Zak.
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Other neuroactive chemicals,



including the primary female hormone estrogen, increase
a person’s sensitivity to oxytocin. Indeed, in every oxyto-
cin study by Zak’s lab, on average, women released more
oxytocin than men. This helps explain why women tend
to connect more easily with others than do men and may
actually have a leadership advantage.

Nature has played a further trick on the sexes when
it comes to oxytocin. A potent oxytocin inhibitor is
testosterone, a substance that is five to 10 times higher
in men than in women. In experiments in
Zak’s lab in which synthetic testosterone was
administered to men, compared to men on
placebo, testosterone-enhanced males were
less generous toward others but also demanded
more from others. Testosterone makes all of us
self-focused and selfish.

4 Cs of Interpersonal Trust

Harvard Business School professor Amy Cud-
dy has been studying first impressions along-
side fellow psychologists Susan Fiske and Peter
Glick for more than 15 years, and has discov-
ered some important patterns in these interac-
tions. Two key dimensions are cited by Cuddy
and colleagues that define the extent to which
a person respects and will trust another: com-
petence and warmth/trustworthiness. Of the
two, trustworthiness appears to be the most
important factor in how we actually size up
and relate to others.

Additional research from Roger Mayer, a pro-

fessor at North Carolina State University, along

with Professor David Schoorman from Purdue

University shows that attributions of trust extend beyond
just competence and warmth. They have found two other
factors that each of us use when we meet and interact with
others — the integrity/honesty of the individual and his or
her expected reliability in behavior.

These four attributes of trust are also necessary for teams
to work effectively. In our own research and work, we re-
fer to these four attributes, which are independent of each
other, as the “4 Cs of Interpersonal Trust.”

Capability: | believe you have the appropriate knowledge
and skills (i.e., possess competence, knowledge and ability
that make me trust you).

Caring: | believe you are on my side (i.e., display empathy,
warmth and caring about my wants and needs).

Candor: I believe youwill act with honesty and integrity (i.e.,
will follow through on your promises and not deceive me).

Consistency: | believe you will act in a predictable and
reliable manner (i.e., behaves in a dependable manner that
minimizes surprises).

BuildingaHigh Trust Culture

The neuromanagement challenge is to design a work en-
vironment in which oxytocin can be released many times
during the day. Understanding the brain circuit that oxy-
tocin activates has allowed us to derive a set of actionable
ways to design organizational cultures that bolster and sus-

tain interpersonal trust. The causal flow is derived from
an organization’s culture and leadership practices that
produce opportunities for oxytocin release that builds trust
between colleagues (Figure 1).

The neuroscience experiments we have done identified eight
classes of organizational and leadership practices that pro-
mote the release of oxytocin, increasing trust and sustaining
high performance. The eight factors have been organized
into a convenient acronym OXY TOCIN. Each factor con-
tributes to building a high trust culture and increases pro-
ductivity, engagement and retention of high-performing
talent and will be briefly described below.

1. Ovation: Ovation recognizes accomplishments
through praise. Social recognition in mammals causes
the brain to release oxytocin, which then induces the
brain’s reinforcement learning chemical, dopamine, to
be released. Dopamine is part of the brain’s learning
circuit, reinforcing behaviors so they are repeated in
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the future. Public and unexpected recognition together
are the ovation double whammy, causing both dopa-
mine and oxytocin release. Both leaders and organi-
zations that “catch employees doing things right” will
create a culture where oxytocin is released enhancing
rapport, cooperation and teamwork. Survey research
from Bersin by Deloitte shows that “high-recognition
companies” have 31 percent lower voluntary turnover
than companies with poor recognition cultures.

. eXpectation: eXpectation designs time-limited chal-

lenges for colleagues as a group. Group challeng-
es stimulate the release of oxytocin and build trust
among team members. Challenge stressors also im-
prove engagement and job satisfaction. Leaders must
be careful that challenge stress does not devolve into
destructive chronic stress by setting clear objectives
and end points. As we have seen in our own research,
stressors that are uncontrollable and threatening tend
to inhibit the release of oxytocin so it is important to
set challenging but realistic goals.

. Yield: Yield enables participative decision-making
and celebrates mistakes as learning opportunities.
Extensive research by Robert Karasek and his Job

Demands-Control-Support model support the im-
portance of endowing colleagues with flexibility and
control in deciding how work is done. Maximizing
yield for employees minimizes threat stressors that in-
hibit the release of oxytocin.

. Transfer: Transfer allows people to choose which

tasks to do that create value for the organization. This
means providing the resources needed to be success-
ful. Results from the 2014 TINYpulse Employee En-
gagement and Organizational Culture Report from
more than 500 companies and 200,000 anonymous

TALENT EcoNnomy ¢ WINTER 2017

responses found that 1-in-4 employees do not have the
tools to be successful in their jobs. High transfer orga-
nizations let colleagues manage their work hours, va-
cation days, location of work and collaborations with
others, treating them like adults rather than micro-
managing them.

. Openness: Openness shares information broadly

with colleagues throughout the organization. In in-
terpersonal interactions, self-disclosure and candor
facilitates the release of oxytocin enhancing rapport
and a reduction of the chronic stress associate with un-
certainty. Openness drives performance by clarifying
goals and giving colleagues the information necessary
to make decisions like owners. Openness provides the
most information to the most people so that they can
perform at their best.

. Caring: Caring intentionally builds relationships

with colleagues. As social creatures, human beings
naturally form relationships with others that serve
as the foundation for trust. Those who do not
empathize with others, dismiss their ideas and treat
them with disrespect cause physical and emotional
pain. Our own research confirms that employees who
work in caring environments
are more productive, innovative
and less stressed.

7. Invest: Invest enables whole
person growth. Investing in
colleagues’ professional de-
velopment is a key driver of
job satisfaction. Talented
employees who feel trapped
often leave their companies
to find new challenges else-
where. Invest also recognizes
that colleagues want to devel-
op their personal and emo-
tional lives. Invest embraces
people at work as whole hu-
man beings, not as pieces of

human capital. Organizations with an orientation

to develop employees are 92 percent more like-
ly to be innovative, 52 percent more productive
and 17 percent more profitable than those with low
learning cultures, according to Bersin research.

. Natural: Natural leaders are honest and vulnerable.

Being natural demands that leaders not only talk about
trust but are themselves trustworthy. Rather than dic-
tate to others, natural leaders ask for help, solicit opin-
ions and, when a decision is made, embrace outcomes
whether the result is positive or negative. Asking for



help from volunteer-colleagues is the first step to being
a natural leader. Natural leaders make those around
them successful, taking a “servant-leadership” orienta-
tion and are more trusted by their colleagues than are
hierarchical leaders.

We have analyzed the advantages of building a culture
of trust in a variety of ways. We ran two experiments
that measured the change in oxytocin in blood, obtained
survey measures of organizational trust and collected ob-

jective  measures
FIGURE 2 of  productivity
and  innovation
Low vs. High Trust
X from  employees
Outcome Quartile Percentage . .
DT — working in two
c T 7o% different compa-
ngagemen ° nies (N=148). We
JoyatWork | +60% used these data to
develop a survey
Job +56% we call Ofactor
Satisfaction that measures or-
Productivity | +50% ganizational trust
and the OXYTO-
JobRetention | +50% CIN factors that
- create it.
Life +29%
Sét|sfact|on We then con-
SickDays | -13% firmed the predic-
Burnout -40% tive value of the
Ofactor survey in

several ways, in-
cluding using a nationally representative sample of 1,095
working adults in the U.S. We report the results of the
latter study in Figure 2, comparing business-relevant out-
come measures for the highest quartile compared to the
lowest quartile of organizational trust.

These results show that building a culture of trust directly
improves employee engagement and profits. Correlations
between trust and job burnout (Maslach Burnout Inven-
tory) and engagement (Utrecht Work Engagement Scale)
were meaningful and significant, providing evidence that
higher trust cultures are psychologically healthier than
lower trust cultures.

Unsurprisingly, those who work in high-trust cultures re-
port substantially more job satisfaction and plan to remain
with their present employer longer than colleagues in low
trust organizations. We also discovered that those in high
trust organizations take substantially fewer sick days and
report greater satisfaction with their lives overall.

We have described why trust is critical to succeed in the
talent economy. By taking a neuroscientific approach to
measuring and intervening in culture, leaders can cre-
ate a culture that instantiates interpersonal trust and
inspires performance at the individual, team and orga-
nizational levels.

Here are 10 things leaders can do to build a culture of trust:

1. View employees as “volunteers.” Volunteers need to
be engaged by the organization’s mission or they will
move on.

2. Include a measure of joy at work as an important snap-
shot of your culture. Which division/location is most
joyful? Which is the least?

3. Run an experiment by changing one of the OXYTO-
CIN factors and measuring the effect on joy, inno-
vation, customer satisfaction or productivity. Repeat
with another factor.

4. Create an “Ovation” committee and have them create
a weekly peer awards program.

5. Disseminate financial statements (profit, loss, debt,
etc.) widely with colleagues and be sure they can un-
derstand them; consider making salaries transparent
within the organization.

6. Pay new hires to leave the company if they don’t feel
they fit the culture after 30 days.

7. Conducta “stay interview” annually for all colleagues fo-
cusingonprofessional growthandpersonaldevelopment.

8. Develop and implement a weekly “feedforward” per-
formance goal setting and review check-in system.

9. Celebrate colleagues at every level who have contribut-
ed to the achievement of team and organizational goals.

10. Invest in programs that develop professional, personal
and emotional goals including education subsidies,
volunteering and appropriate work-life integration.

Kenneth Nowack is a psychologist and president and co-
founder of Envisia Learning and Ofactor Inc., a management
consulting firm. Paul J. Zak is founding director of the Center
for Neuroeconomics Studies and Professor of Economics,
Psychology and Management at Claremont Graduate University
and also the chief research officer and co-founder at Ofactor. To
comment, email editor@talenteconomy.io.



