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Abstract: We explore the relationship between employrist and workplace perfarance. We present a
theoretical framework which servesdstablish a link between employee trust and firm performance as well as

to identify possible mechanisms through which the relationship may operate. We then analyse matched
workplace and employee data in order to ascertain whether the average level of employee trust within the
workplace influences workplace performance. Welak the 2004 and 2011 Work Place and Employee
Relations Surveys (WERS) to analyse the role of eypga trust in influencing wéplace performance in both

pre and post recessionary periods. Our empirical findsngport a positive relationship between three measures

of workplace performance (financiglerformance, labour productivitynd product or service quality) and
employee trust at both points in time. We then exploit employee level data from the WERSrtairasice
determinants of employee trust as well as how trust is influenced by measures taken by emplegtnsith

the recent recession. Our findings suggest that resgripaid overtime and access to training potentially erode
employee trust. In addition, we find that job or work reorganisation experienced at either the employee or
organisation level are associated with lower employee trust.
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1. Introduction and Background

Given the importance of identifying determinants of firm performance for understanding both
economic growth and productivitgt an aggregate level, it isot surprising that a vast
literature exists exploring this issue focusimg a range of measures of firm performance
such as financial performance (see, foaraple, Machin and Stewart, 1990, McNabb and
Whitfield, 1998, and Munday et al., 2003) afabour productivity (see, for example,
Griliches and Regev, 1995, Oulton, 1998, andfirs and Simpson, 2004). Many of the
studies in this area focus on the role of fiewel characteristics such as capital and labour
inputs in determining firm performance.

It is apparent that employee behaviour may influence firm level performance given
that many employees have some degree ofeatisa with respect tthow hard they work
(see, for example, Brown et al., 2011, whgplore the relationship between worker
commitment and workplace performance). In thegper, we focus on employee trust, which
has attracted limited interest in the econanliterature. Trust can be defined &sm belief
in the reliability, truth, or ability of someone or somethifi@xford English Dictionary,
2013). It may be the case that employee tiushe workplace influences the behaviour of
employees, which in turn affects firm pemrmance. In particular, the extent to which
employees trust that their managers will treat them honestly and fairly may influence the
extent to which employees engage in opportimtsthaviour or otherwise. Thus, the degree
of trust that employees hairetheir managers may impact upon firm performance.

The role of trust in the economy is bgiincreasingly recognised in the economics
literature at both the macroeconomic level, where there has been debate, for example, on the
relationship between trust and economic groggte, for example, Knack and Keefer, 1996,
and, more recently, Algan and Cahuc, 2010) artieamicroeconomic level, such as in the

context of financial decision-making (see, &xtample, Guiso et al., 2008, who explore the



relationship between trust and stock market participation). A recent and comprehensive
survey of the literature is provided bygan and Cahuc (2013). There are an increasing
number of studies in the econms literature explong the determinant®f trust at the
individual level frequently using the standdrdst question from the World Values Survey
and the General Social Surveayenerally speaking would youys#hat most people can be
trusted or that you can’'t b@t careful in dealing with peoptgsee, for example, Alesina and

La Ferrara, 2002, and Bellemare and Kroger, 2007ré& has also been some interest in the
applied psychology and human resource management literatures, which have tended to
explore the effects of spedafiworkplace practices on employee trust. For example, Mayer
and Davies (1999) explore the effects of afgrenance appraisal system in one particular
workplace, whilst Blunsdon and Reed (20038sing Australian workplace data, find
significant correlations betweeRR practices (such as \iag formalised policies and
procedures) and employee trust in managemermelis also some evidence that the degree

of autonomy workers have over their workassociated with increased general trust, see
Grund and Harbring (2009) for European evidence.

There has been less attention paid in the economics literature, however, to the role of
employee trust in the workplace and its impii@as for firm performance. One interesting
exception is La Porta et al. (1997), who explBukuyama’s (1995) argument that high levels
of trust amongst individuals serve to enhance the performance of all institutions in society
including firms. They explore the effect otist on the performance of large organisations in
40 countries. The relative success of large firms in a country is measured by the sales of the
large firms relative to GNP, where a large positffect from general trust is found. A recent
contribution in the finance literature by Goergaral. (2012) focuses on the implications of
intra-firm trust for firm performance and reports empirical evidence of a positive relationship.

Their measure of intra-firm trust is based responses to 64 i®mns covering staff



communication, profit-sharing, internal protion, staff turnoverand training. Such
measures serve to capture tthegree of intra-firm trust somewhat indirectly rather than
employee trusper se It is apparent that analysis wfatched employee and firm level data
may be a fruitful line of enquiry in order &hed further light on the relationship between
firm performance and trust by exploiting more direct measures of employee trust.

This paper seeks to fill this gap in teeisting literature. Wévegin, in Section 2, by
developing a theoretical framework which egtdi#s a link between employee trust and firm
performance as well as imditing possible mechanisms thgh which the relationship may
operate. In Section 3, we analyse matchedkplace and employee data in order to explore
whether employee trust influences workplace grenince. To explore the robustness of our
empirical findings, we exploit the 2004 2011 Work Place and Employee Relations
Surveys (WERS) in order to analyse the rofeemployee trust innfluencing workplace
performance in both pre and post recessionagods. Our empirical findings support a
positive relationship between three measums workplace performance (financial
performance, labour productiyjtand product or service quglitand employee trust. In
Section 4, we exploit employee level data idesrto ascertain the determinants of employee
trust to shed some light on how such trust iienced in the workplae. Section 5 concludes
the paper.

2. Theoretical M odel

In this section we seek to establish a th@oal basis for our hypothesis of a link between
employee trust and firm performance andatiline possible mechanisms through which the
relationship may operate. We begin by obsegvihat each of our measures of firm
performance (financial performance, labouodarctivity and servicer product quality) can
be enhanced by, amongst other things, elgitineater employee effort, engagement with

training, or, willingness to adopt new processewank-place organisation. Our theory builds



on principal-agent arguments to illustrate how higher levels of employee trust in managers
can help explain improvements in each asth firm performance-enhancing factors.

The principal-agent problem concerns a principal (here the manager), who wishes to
incentivise the agent (here the employee) to ualleran action that is, or may appear to the
agent to be, against their owlst interests. We begin by bwing a typical characterization
of the principal-agent problem.

Consider an agent with action get {H, L}, whose choice of actiam € A affects
the value of outputy(a) and their own costs,, wherecy > c,. LetH be the principal’s
preferred action. Furthesissume the principal is unable tsebve the agent’s action (there is
asymmetric information), or infer it from observing output @) is not one-to-one). Since
actionH is costly to the agent and unobservaldethe principal, te principal knows the
agent will have an incentive to select actibn,

To simplify matters, let be ann-vector of feasible values of (i = 1, ...,n). Letp,
be ann-vector of probabilitieswith each elemeng;, (3i; pic = 1), being the probability
thatv; is observed given the agent’s actiom.isGiven that the prinpal employs a payment
contractw(v), we construct the following — linean cost — von Neumann-Morgenstern
utility function,u, = u(w)p, — c,, for the agent, whom we assume to be risk-averse. We
assume that the principal is risk-neutral, d@hdt their objective is to design a payment
contractw(v) to maximize (v —w)py subject to the agent'sncentive compatibility
constraint:

uw)py — cy = uWw)p, —cy, @
and participation constraintith reservation utilityj:

u(wW)py —cy = 1. @

We now explore three framings of the prpaltagent model to illustrate the potential

channels through which trust can influence fiem performance measures: the first allows



us to see how trust can beedsto elicit peformance-enhancing effip the second provides
insight into how trust can engeer participation and co-opeiati or reduce costly resistance
to productivity/quality enhancing change, whilst the third demonstrates how trust can
influence worker identity.

2.1 Trust Eliciting Effort!

In this section we let the elemenisandL in the agent’'s actioset represent highH) and
low (L) effort. We also augment the basic modetlined above to include trust. We begin
under a scenario in which the agency probleetdg an equilibrium with the agent choosing
actionL. As such it is reasonable to assumat tthe agent knows, through experience, the
rewards and costs associated with actioifhe principal, in an effort to resolve the agency
problem, wishes to assure the agent that the costs to Bctom no greater than, and that,
given this, the cont that it offers,w(v), satisfies the constras Egs. (1) and (2).
However, the agent, who has no experiencthefactual rewards arabsts associated with
actionH, may not trust the principal to keep to ttentract, and/or, beuthful about the full
costs of actiorH. Hence the agent has beliad§w)p,, about the distribution of returns and
beliefs,éy, about the costs, under actiin such thau(w)py = Ou(w)py andéy = cy /e,
where6(t), ¢(t) € [0,1], t represents the levalf employee trust, ané'(t),¢'(t) =0.
Hence, even if the principal can design a feasible reward com(agtwhich satisfies Eqs.
(1) and (2), if employee trugt, is sufficiently low then it will not be possible to resolve the
principal-agent problem. Consequgnsince the discount parameté@) ande(t) are non-
decreasing, higher levels of trust can increase the prospect of a given contract resolving the
agency dilemma, yielding effort levél and raising productivityquality and/or financial

performance.

Y A similar argument is employed in Brown et al0{2) to explain the potential link between worker
commitment and loyalty and firm profit.



Notice that, given the agent is risk avems@y)p, is decreasing with uncertainty.
Hence, higher levels of employee trust can act as a buffer helping to mitigate the effects of
increased uncertainty (for insanduring a recessn), by increasing and hencet(w)py =
du(w)py.

2.2 Trust Inducing Engagement with Training and Re-or ganisation

In this section we adopt a slightly differeptincipal-agent framework. In this case the
principal can directly observe the action of the agent wHeaedL now refer, respectively,
to high and low levels of investment/engagemantbour training, firmre-organisation or
changes in working practicesr(conversely low and high levetsd resistance to training or
re-organisation). Again, theipcipal’s preferred action id.

Suppose that the principal wishes to uphfirker skills and/or reconfigure working
practices or the working environment so aathieve a new, more profitable, organizational
regime. For simplicity, suppose that the pnpatican only achieve this new regime in a
future period if the agent undertakes acttdr(high engagement with training and/or low
resistance to change) in the current period. @tse, the status quo prevails. Hence we have
two regimesR = {n, s}, wheren represents the new regime anaepresents the status quo.

With no asymmetry in information about thetion of the agenthe principal can set
a determinate reward profile for the agémi,e,) wherew, is the wage and, is the
working environment associated with regime R. The principal’s objective is therefore to
design a reward profilew, e;; w,,, e,) SO as to maximize,, (wy, e,,) subject to an optimality
constraint:

T (Wn, €5) = 8 + 15 (W, €5) S)
wheres is the time-adjusted value of the costhi organizational changad/or training; an
agent incentive compatibility constraint:

u(Wn' en) 2 w + u(WS' eS)1 @')



where,w is the time-adjusted cost to the agenthef organizational chge and/or training;
and a participation constrajiwith reservation utility:

u(wy, e,) —w = 1. ©)
However, in the absence of trust the agent neayity discount the claims of the principal in
terms of the wage and working conditionstire new regime, or anticipate a significant
understatement of the direct coststhe agent of undertaking actibh i.e. the agent may
base its decisions ar(8w,, 8e,)) andw/¢ instead ofi(w,, e,) andw.? Hence, even if the
principal can devise a feasible reward peofivhich satisfies Eqgs. (3)-(5), if trust is
sufficiently low (i.e.8 and/orl/¢ are sufficiently high) then tharincipal may not be able to
find a reward profile which incenizes the agent to opt for actidgth. Again, increasing
employee trust increases the range of contrackswvare feasible and satisfy Egs. (4) and (5)
thereby engendering the high-pmrhance outcome for the firm.
2.3 Trust to Change Worker Identity
Finally, we consider the possibility that buidi employee trust can yield a change in worker
identity along the lines discesd in Akerlof and Kranton (2005)n this case, the agent’'s
utility depends on their identity where agent identity is a function of organizational practices,
or more specifically in the psent situation, organizatiahn practices which influence
employee trust.

To illustrate, suppose the agent dave one of two identitie®, = {x, y}. An agent
with identity x (y) has an associated ‘norm’ under whidhity is maximized, in terms of the
principal’s preferred (nopreferred) action in th@above models, with actiofl (L) and

deviation from this action seilts in loss of utility’ If the agent’s identity isx then the

’1t is not difficult to see that an employer mightveaan incentive to cheat dhe agent once the agent has
undertaken the productivity-enhancing training (especially if training develops firm-specifanheapital) or
given up their original work-practices, since these changes may be largely irreversible.

% For example, identity (y) might represent a committed (non-committed) worker.
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principal can stimulate actidf at a lower wage than if agent identityyisReplacing the cost
termc, in Egs. (1) and (2) with:

¢q = ko + pplk™(b) — kql — pip
wherek, is the agent’'s cost under actiom € A, u, represents the utility that the agent
achieves with identity € B, whilstp, |k*(b) — k,| is a potential penalty incurred due to any
divergence from the agent’s ‘ideaction given they have identity Hence investing to
build employee trust to influence worker’s idign— changing worker identity from typeto
type x — reduces the penalty associated with aclpmaisingu,. Since both effects diminish
the ‘net cost’ term, enhancing(w)p, — cy relative tou(w)p, — ¢, they increase the
likelihood ofH relative toL.

Having motivated the link between empdeytrust and workplace performance from a
theoretical perspectivand identified potentiahechanisms through which this may operate,
the remainder of the paper catess whether an empirical rélanship exists between trust
and performance using matched employee-employer data.

3. Empirical Analysis of the Relationship between Trust and Wor kplace Performance

3.1 Data and M ethodol ogy

In order to explore the relationship between employee trust and workplace performance from
an empirical perspective, we analysetadalrawn from the Workplace and Employee
Relations Surveys (WERS). The aim of the WHR® provide nationafi representative data

on the state of workplace relations and empleghpractices in Britain. We focus on data
drawn from the most recent survey, namely 2011 WERS, which is the sixth in the series.
We also explore the robusseof our findings by analysirige 2004 WERS, which relates to

the pre financial crisis period and, hencloves us to explore wéther the relationship
between employee trust and workplace perforeavaries with the prevailing economic

climate. The survey population for both th@04 and 2011 WERS isl @ritish workplaces



with at least 5 employedsThe sample for the 2011 WERS comprises 2,680 workplaces,
with the sample used in the econometrialgsis discussed below being reduced to 1,550
workplaces, once missing values are takdn account. For the 2004 WERS, the sample
comprises 2,295 workplaces, with the sampledufr our econometric analysis including
1,432 workplaces due to missing data. The WERS comprises four main sections: the Worker
Representative Questionnaire; the Financial Performance Questionnaire; the Management
Questionnaire; and the Employ@eiestionnaire. The first thremctions yield establishment

level information, whilst the final sectiafthe Employee Questioaire) provides employee

level information. Our empirical analysis egji¢ data drawn from the Management and
Employee Questionnaires.

We conduct workplace level analysis in arde explore the determinants of three
measures of relative workplace performaneamely: financial performance, labour
productivity and the quality of service orgaiuct. The workplace performance measures are
derived from the following question ingled in the Management Questionnaireow want
to ask you how your workplace is currentlyfpeming compared witlother establishments
in the same industry. How wal/ou assess your workplace’s (i) financial performance (ii)

labour productivity and (iii)quality of product or serviceThe management representative

was asked to indicate in which of thdldawing categories financial performancéR,,),

labour productivity (R,) and quality of product or servi¢g,,) lay: (i) a lot better than

average; (i) better than average; (iii) about average; (iv) below average or a lot below
average, where/ denotes the workplace subscript.

From the responses to these questionshawee constructed theefour-point indices
where a value of 3 denotes ‘a lot better tlaaerage’, a value of 2 denotes ‘better than

average’, a value of 1 denotes ‘about averagwl a value of zero denotes ‘below or a lot

* Workplaces in agriculture, huntingnd forestry, fishing, mining and quging, private households with
employed persons, and extra-territorial organizations, are excluded.
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below average’. The distributions of each of the three meastivesrkplace performance are

given in the table below.

Workplace performance: % in each category

FR, LR, Aw
% 2004 2011 2004 2011 2004 2011
A lot better than average 11.45 13.09 6.94 9.2p 2241 25.81
Better than average 41.08 39.56 42.05 43.68 55.17 52.44
About average 38.93 40.07 44.90 41.76 19.99 19.67
Below average 8.54 7.29 6.11 5.34 243 2.08

These measures of firm performance aeady subjective and, in addition, the response
rates, which are relatively consistent acr@gd1 and 2004, also suggelat bias exists
towards responding in the average and above categdriesy be the case that the three
workplace performance variables are subjectmeasurement error (see Bertrand and
Mullainathan, 2001, and Forth and McNabb, 200®andom measurement error makes it
difficult to explain variationsn workplace performance, whild the measurement error is
correlated with the explanatory variablesjstheads to spurious correlation with the
subjective dependent variables (Brown et 2011). Such issues will arguably be mitigated
since the data relating to the key explanatory variables of interest are provided by employees
(i.e. trust, which, as discussed in detail below, is elicited from responses to the Employee
Questionnaire) whereas the subjective wakpl performance measures are provided by
management representatives. Less correlation expected, therefore, between the
measurement error in the measures of workplace performance and the key explanatory

variabled

® In the Financial Performance Questiaire, continuous meassrof workplace financial performance, such as
sales turnover, are available. Howevbe sample sizes are greatly redu@gedghly 25 per cent of firms remain
for the 2004 WERS), which is likely to lead to a nondam sample. Furthermore, &jlin et al. (2005) state
that a relatively high percentage of workplaces declingdke part in this section of the 2004 WERS, with a
lower average response rate reported for those firmsd liiehe stock exchange. Similarly, the response rate
for this part of WERS 2011 was sowteat low at 31.8%, pradging information on ugo only 545 workplaces
(van Wanrooy et al., 2013). Consequently, in what fedlowe do not analyse the continuous measures of firm
performance.

® Furthermore, evaluations of thesebjective measures of workplace pemnfiance have indicated that their
ordinal properties are unaffect by such bias (see Bryson et aD02). In addition, comparisons of these
subjective measures and objective profitability and priddtic data are found to be weakly equivalent and

11



The measures of employee trust are derifrem the Employee Questionnaire. In the
2011 and the 2004 WERS, up to 25 employees from each workplace were asked to complete
the Employee Questionnaire yielding samples of 18,492 employee-workplace observations in
2011 and 17,532 in 2004, after conditioning on missing data. The Employee Questionnaire
contains information on a number of differeneasures of employee trust. To be specific,
employees were asked to indicate whether tbgngly agree, agree, neither agree nor
disagree, disagree or stronglisagree with the statementdanagers here can be relied
upon to keep their promise&;); Managers here deal with employees honestly);
Managers here treat employees faifty); andManagers here are sincere in attempting to
understand employees’ viets). The responses to these faurestions are used to create
four trust indices which arencreasing in the level of guioyee trust and run from one
(strongly disagree) to five (stngly agree). We then match averagf the trust measures in
each work placet{,t,, t; and t,) with the workplace performance information to explore
how the average level of employee trust pitvg in the workplace is correlated with
workplace performance. Due to the possibilitly co-linearity betwen the four employee
trust measures, they are included independently rather than simultaneously in the
specification’. Hence, four ordered probit specificats are modelled foeach of the three
measures of workplace performance condii on each alternative measure of employee
trust,f,,, and other explanatory variablés,, as follows®

Yoo = XiuB + D + 4 6)
where the unit of analysis is the workplaeesl,...,W, (in WERS 2011 W=1,550 and in
WERS 2004 W=1,432) in which the continuoutetd performance of the workplagg,, is

observed in discrete formrtiugh a censoring mechanisw); = j if p;_; <y < u;, withj

produce similar results (Forth and McNabb, 2008). lamevidence is reported by Wall et al. (2004), who
explore the validity of subjective measures of firm performance.

" Indeed, the pairwise correlation coefficients betweenfolur measures of trusteaall above 0.7 and are all
statistically significant at the 1% level.

8 We have also used a generalised ordered probit modievefind that the general pattern of results remains.
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outcomes and thg's are unknown parameters to be estimated. Hence, the probability that
alternativej is chosen is the probabilitthat the latent variabley, , is between two
boundariegt;_, and ;.

It is interesting to note that, as shown in the table below, the average level of
employee trust within the workplace, i&, = (1/N) YN, t; where there are=1,...,N
employees in workplac&, is similar in thepost (2011) and pre (2004) financial crisis
periods.In addition, it is interestingo note the similarity in # mean values of the four

measures of employee trust.

WERS 2011 WERS 2004
Mean (Standard Deviation) Mean (Standard Deviation)
t 3.3273 (0.6030) 3.2972 (0.5950)
t, 3.4779 (0.5848) 3.4627 (0.5753)
t3 3.4665 (0.5921) 3.4642 (0.5814)
ty 3.4357 (0.6099) 3.3991 (0.5771)
Number of Observations 1,550 1,432

In each of the ordered probit models of iymace performance, controls in the vector
X,, include: trade union density; firm sizedustry (distinguishing eeen: manufacturing;
electricity, gas and water; construction; whalesand retail; hotels and restaurants; transport
and communication; financial services; otheusiness services; public administration;
education; health; and othermamunity services); years in agion; the average amount of
training provided to employees; the propantiof experienced staff in the largest
occupational group who had training in pasar; the percentage of employees using
computers; whether the workplace competethatregional (the omitted category), national
or international level; andhe percentage of employees by occupation (distinguishing
between: managers and senior officials; @ssfonal; associate pesfsional and technical,;
administrative and secretarial; skilled tradesing, leisure and other personal service; sales

and customer service; process, plant aadhime operatives and drivers; and routine).

13



3.2 Results
Table 1a presents the marginal effects relating to the effects of the employee trust measures
on each category of the workplace perforoeameasures for the 2011 WERS, whilst Table
1b presents the analogous results for the 2004 WHRSUsing initially on Table 1a, it is
apparent that, for financial performance andlabproductivity, trust isnversely related to
being in the ‘about average’ and ‘below average’ categories and positively associated with
being in the ‘a lot better than average’ andtter than average’ categories. So higher levels
of employee trust (across all four measures of employee trust) appear to be positively related
to workplace financial performance and labgquoductivity. With respect to product or
service quality, employee trust is positively associated with being in the ‘a lot better than
average’ category and inversely associateth eeing in the othethree categories, the
positive influence on the probability of reporting the highest level of this measure of
workplace performance being particularly pranoed in terms of magnitude. For example,
focusing on Table 1la panel c, itagident that each alternatimeeasure of trust, evaluated at
the mean, increases the probability that produstorice quality is ‘a lbbetter than average’
by approximately 8 to 9 percentage points.

Turning to Table 1b, it is evident that thetpen of the results is consistent across the
2011 and the 2004 WERS thereby endorsing theirfg that employee trust is positively
associated with higher lelge of workplace performanceThere are, however, some
differences across the two years in terms efrttagnitude of the effect of employee trust on
workplace performance. Foraxple, with the exception @f (Managers here are sincere in

attempting to understand employees’ vigwke positive effect of employee trust on the

° For brevity, we only present the results relating to the employee trust variables. The results relating to the other
control variables, which are available on request, rdoaith the existing literature. For example, competing on

an international level and the proportiof employees receiving training gresitively associated with financial
performance, labour productivity apadoduct/service quality. Firm size is positively associated with financial
performance, whilst competing at a national level isitp@ly associated with product or service quality.
Operating in the financial services sector is posiivassociated with financial performance and labour
productivity.

14



probability of reporting the highest category fioe financial performance measure (i.e. being
‘a lot better than average’) is higher 2011 than in 2004. Similarly, and again with the
exception of,, the positive effect of employee trust the probability of reporting the ‘a lot
better than average’ category for the qualitypadduct or service measure is considerably
higher in 2011 as compared to the effec2004 by around 2 to 4 percentage points. The
largest differential in terms of magnitude fisr whether managers are deemed to treat
employees fairlyt,, at 4.2 percentage points. Conveyse¢he positive effict of employee
trust on the probability of reporting the ‘bettean average’ category for labour productivity
is much higher in 2004, i.e. pre the economic recession, than in 2011.

Overall, our findings, which support the igkence of a statistically significant
relationship between employee trust and kptace performance, with high levels of
employee trust in their managers being assediatith higher levels of relative workplace
performance, are consistent with our thecedtpriors. Moreover, these findings are robust
across four different measuret employee trust and three difémt measures of workplace
performance, as well acrosstl2011 and 2004 surveys. Indeét would appear that the
influence of employee trust on workplace peniance has become more important during
the recession. Again, thisgsnsistent with our theoreal priors (see Section 2.1).

4. The Deter minants of Employee Trust

4.1 Data and M ethodology

Given that the findings presin in Section 3 indicate positive relationship between
employee trust and workplace performance, tiagural next step ito ascertain what
influences the degree of employees’ trusthieir managers. We thefore analyse employee
level data drawn from the WERS Employeee®ionnaire. We focus on the most recent
WERS, i.e. the 2011 survey, since it includestatquestions relating to whether employees

were influenced by the recent recession with @espo a variety of aggts relating to their
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jobs. Again, in order tanalyse the robustness of our findingie explore the determinants of
the four measures of employee tr(dgscribed in Section 3 above).

The distribution of employeeust appears to be consistetross the four measures
as reported in the table belolivis apparent that the majoritf the responses across the four

measures fall into the ‘agreeategory, with ‘strongly disage’ being the last populated

category.
Employee trust measures: % responding in each category

t t, ts ty
Strongly agree 10.4) 12.78 14.03 12]09
Agree 37.30 42.50 41.49 42.70
Neither agree nor disagree 2976 26.14 23.84 24.48
Disagree 16.13 13.21 12.68 14.96
Strongly disagree 6.3¢% 5.36 7.06 5[77

Given that the trust measures are ordered-fioint indices, we use an ordered probit
specification to model each of the four measures of trust as follows:

tiw =Z1wY + 239 + & (7)
where the unit of analysis is the employeéel,...,N, in workplace,w=1,...,W. The
continuous latent trust of the employek,, is observed in discrete form through a censoring
mechanism:t;,, = k if ux_4 <t;, <p,, with k outcomes and th@’'s are unknown
parameters to be estimated. Standard errerslastered at the workate level to account for
the possibility that up to 25 employemsy be observed for each workpla@e.

With respect to the explanatory variableg include a set of job and work related
characteristicsZ],,, and a set of persahcharacteristic,;. We control for the following
job and work related characteristics: the rmatdogarithm of the individual's weekly
contractual hours; the employee’s workplace tedisenguishing between less than one year

(the omitted category), 1 to less than 2 years, 2 to less than 5 years, 5 to less than 10 years

and 10 years or more; how muehining he/she has received during the last 12 months either

1 Our findings are robust to employing a random effects ordered probit framework.
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paid for or organised by the employer (exithg health and safety training), none (the
omitted category), less than 1 day, 1 to less than 2 days, 2 to less than 5 days, 5 to less than
10 days, 10 days or more; trade union memlersimd a set of dumynvariables indicating
which range that the individia weekly gross pay falls into, less than £60 (the omitted
category), £61-£100, £101-£130, £131-£170, £171-£220, £221-£260, £261-£310, £311-£370,
£371-£430, £431-£520, £521-£650, £651-£820, £821-£1050 and £1051 orridith.
respect to personal characteristics, we controyjémder, age, ethnicity, marital status, health
status, education, numberdfildren and religion.

Our focus on the 2011 WERS relates toiti@usion in the Employee Questionnaire
of the following question:Did any of the following happen to you as a result of the most
recent recession whilst working at this workplace? My workload increased; My job was re-
organised; | was moved to another job; My wages were frozeut; My nonwage benefits
were reduced; My contracted working hours were reduced; Access to paid overtime was
restricted; | was required to take unpaidale2; And access to training was restrictddhus,
we include a set of control variables captgriwhether (as welas how) the individual
reported that he/she was affected by the mececession where these are entered into
equation (7) as binary contrdfslt is apparent from the summary statistics presented in the
final column of Table 2 that 26% of employde# that their workload had increased as a
result of the recession, with 18% reporting that their work had been re-organised.
Approximately 32% reported that their wagesl lieeen frozen or cut, contrasting with only
5% reporting that their non-wage benefitd Heeen reduced. Access to paid overtime and
access to training being restrictedre reported by 17% and 12% of employees, respectively.

4.2 Reaults

M The equivalent amounts are translated into annual pay in the questionnaire.

121t should be acknowledged that the variables capture the employee’s perceptions regsetlieg and how

they were influenced by the recession, i.e. they reflect the employee’s judgements regarding the perceived
causation of the effects.
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In Table 2, for brevity, we prest selected results relating tiee coefficients estimated in
modellingt;, the ordered index capturing the extéatwhich employees agree with the
statementManagers here can be relied upon to keep their promiSesen our focus, we
present the estimated coefficients relatedhe job and work-related characteristitt. is
apparent that the amount of training receinwdemployees is positively associated with
employee trust, whereas workplace tenure, hours worked and trade union membership are all
inversely associated with employee trust. Wigispect to pay, the dhest pay category is
positively associated with trust with an inverse association being apparent for the middle
categories relative to being the lowest pay category.

With respect to the set ofariables relating to expences due to the economic
recession, with the exception béing required to take unpaidaie, it is apparent that the
estimated coefficients are all negative and generally highly statistically significant. The
marginal effects relating to this set of variabsre presented in Table 3 where it can be seen
that the set of variables caphg whether or not employedsmve been influenced by the
financial crisis (with the exception of hag to take unpaid leave) all have a positive
influence on being in the relatively low erapée trust categories aachegative influence on
being in the relatively high employeeaist categories. Focusing firstly o) managers here
can be relied upon to keep their promisésis apparent that sgricting access to paid
overtime has a relatively large inverse effestthe probability of responding in the ‘agree’
category, at 7 percentage points, closely folldweg the size of the effects of an increased
workload and access to training being resdd, both at around 5 percentage points.
Moreover the effects related to these threeabdes are highly statistically significant. The

cumulative effect of the recession variablesay play an important role in influencing

13 The analogous results for the other three employeertressures are in line with those presented in Table 2
and are available on request, as are the results pegtamithe effects of the persal characteristics of the
employees. With respect to personal characteristies)g male and being in poor health are consistently
associated with lower levels of trust, whilst being whitéAsian are associated witbporting higher levels of
trust.
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employee trust. Hence, in the second partth&f table we present the marginal effects
associated with an index tdfe number of recession effects reported by the employee which
ranges from zero to nine. The résundicate that a gher value of the index is associated an
increased probability of reporting the lower categories of employee trust.

Similar results are found fey andt;, managers here deal with employees honestly
and managers here treat employees faingspectively, with highlhsignificant effects also
found for job re-organisation. A slightly diffarepattern of marginal effects is found tgr
managers here are sincere in atteamg to understand employees’ viewsgith negative
effects found for category 5 only. The largesfteirse effect on reporting category 5 ‘strongly
agree’ was once again associated withricstg access to paid overtime, with highly
statistically significant effects also foundrfoestricting access to training and job re-
organisation. For example, job re-organisatioassociated with around a 3 percentage point
lower probability that employeéstrongly agree’ that manageneat employees fairly (see
panel c). It is noticeable a@® the four measures of empteytrust that being required to
take unpaid leave does not appear to imitgeemployee trust. Such a finding may reflect
differing values placed on having additional time away from work related to the earnings and
effort associated with being at work.

It is apparent that the changes exgreced by employees due to the recession are
changes experienced at the individual level. &l$® interesting toxplore the influence of
organisational changes introduced at thekpiace level on employee trust and whether

the influence of such changes on emplotyest varies across the 2004 and 2011 WERS.

" We have experimented with a vayiedf specifications. For example, weve incorporated controls for
workplace characteristics such as: workplace size; the pageeaf employees dismissed over the last year; the
percentage of employees made redundant over theekasttiie frequency of meetings between senior managers
and the whole workforce; and the nioen of committees of managers and employees primarily concerned with
consultation (rather than negotiation). Workplace sizéhés only additional control to consistently exert a
statistically significant influence with wopkace size generally being inversely associatéd employee trust.

The pattern of results relating to the variables capjutine effects of the recent recession remains unaltered
with particularly statistically significant influencesuied for: my workload increasl; my job was re-organised;

my wages were frozen or cut; access to paid ovemtiaterestricted; and accesdtaining was restricted.
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Hence, we exploit the responses to thiowang questions which were included in the
Management Questionnaire and hence pewdormation at the workplace level which
we then match with the employee level data. In the 2004 WERS, management
representatives were askeder the past two years hasnagement introduced any of the
following changes: introduction of perfoance related pay; introduction or upgrading of
computers; introduction or upgrading of hatr technology; changes in working time
arrangements; changes in the organisation vadrk; changes in work techniques or
procedures; introduction of initiatives tonvolve employees; and introduction of
technologically new or significaly improved product or servicén the 2011 WERS, the
second and third categories were combiasdollows: introduction or upgrading of new
technology (including computersHence, seven types of gamisational change were
identified in the 2011 WERS as coarpd to eight ithe 2004 WERS.

We exploit this information to explotée relationship between employee trust and
organizational change by re-estimatinguation (7) above replacing the variables
associated with changes experienced by enggloys a result of the recent recession with
the organisational change variables described aboVee results are summarised in
Tables 4 and 5 below, which present the mailgiffects associated with the organisational
change variables. Table 4esents the results relating the 2011 WERS and Table 5
presents the results relating to the 2004 WE&RSabove, it may be ¢hcase that employee
trust is influenced by the cumulative effeofsthe various types afrganisational change.
Hence, in the second part of each tablereptace the set of organisational change dummy
variables with an index denoting the number of types of change introduced by the
organisation over the last two years. Hoe 2011 WERS, the index runs from zero to

seven, whilst for the 2004 WERS the index runs from zero to eight.

5 The set of controls for employee characteristics exsludkgion since this was not available in the 2004
WERS.
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It is apparent that ther@re only two organisational chga variables that achieve
statistical significance in the 2011 WERS amy the four measures of employee trust,
namely: changes in working time arrangements and changes in the organisation of work.
These two types of organisational change generally associated with an increased
probability of reporting trust in the lowestréde categories and inversely associated with
reporting trust in the highest twcategories. Thus, the findings suggest thest type of
organisational change, in line with the esffs of changes associated with the recent
recession, erodes employee trust. These eftgetshowever, smaller in magnitude than
those capturing the effects tie recent recession. In 20Iigne of the other types of
organisational change appear to influence egg® trust. For the indeof the number of
types of organisational change, across the foeasures of employee trust, an inverse
relationship is apparent.

Interestingly, if the set of organisatidrehange variables are included as well as
the set of variables caping the effects of the recent res@n, the pattern of the effects
associated with the effects tife recent recession remainstémms of sign and statistical
significance, although, as expected, some ofntlaeginal effects are slightly smaller in
magnitude. The only organisational change mess to exert statistically significant
influences are once again changes in working time arrangements and changes in the
organisation of work, with the findings suggegtthat these changes are associated with
lower employee trust. The estimated magnitudes of these effects are small in comparison to
those associated with the variables aépty the effects athe recent recession.

For the 2004 WERS, it is apparent thaampes in working time arrangements are
inversely associated with trust across all fmeasures of employee trust, whilst changes
in the organisation of work are inversely asated with employee trust for three of the

trust measuresnanagers here can be relied upon to keep their promisesagers here
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deal with employees honestlgnd mangers are sincere in attempting to understand
employees’ viewslInterestingly, in the pre-recessi period, there is one type of
organisational change, introduction or wpdjng of computers, which is positively
associated with employee trust being inversagociated with reponty the relatively low
levels of trust and positively associated wigporting the high levels of trust. Dolton and
Makepeace (2004) report a substantial wage premium assbewth computer use for
some individuals in the UK. Thus, the finds may partially reflect wage increases
experienced or expected with such chan@é® findings thereforsuggest that certain
types of organisational change yreerve to enhance employee triish Section 2, we set
out a theoretical framework to consider hawganisational practices can influence
employee trust and engender workplace performance-enhancing behaviour. The same
framework can be used equally well to expldia reverse situation: practices that damage
trust and reduce workplace performance. In 8estion we have found evidence of both
types of practice, although the results relgtio the index organisational change suggest
an inverse relationship between employeet tamsl the number ofypes of organisational
change introduced.

5. Conclusion

We have explored the relatiship between employee trustdaworkplace performance from

a theoretical and an empirigaérspective. Our theoretical framework has established a link
between employee trust and firm performanoe has also indicated possible mechanisms
through which such a relationship may oper&er empirical findings, based on matched
workplace and employee data from the WER®4 and 2011, support a positive relationship

between three measures of workplace qremnce (financial performance, labour

18 1f we combine the variables representing the introduction or upgrading of computers and the introduction or
upgrading of other technology in the 2004 WERS, in line with the results presented in Table 5, we find positive
effects associated with this typearfjanisational change. We present the findings associated with keeping these
two categories separate in order to allow a more precfggtide of the types of change and to tie in with the
specific question included the Management Questionnaire.
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productivity and product or service qualityindafour measures of employee trust. Our
findings are generally similar across 2004 and 2@ith the exception that the effect of
employee trust on ‘the better thamerage’ category for laboproductivity is much higher in
2004, i.e. pre the economic res®n, than in 2011. Our analysis of the determinants of
employee trust highlights the effects of howrlqgaces have dealt witthe recent recession.

It is apparent that restricting paid overtip@tentially erodes employee trust, whilst requiring
employees to take unpaid leave appears to haweffect on employegust. In addition, we
find that job or work reorganisation expewed at either the employee or organisational
level are associated with ier employee trust. Our finlys therefore highlight the
importance of employee trust for workplacefpemance as well as shedding some light on

how such trust is influenced bgly and work related characteristics.
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TABLE 1A: Workplace Performance and Employee Tr@stlered Probit Analysis; WERS 2011

PANEL A: Dependent Variable = Financial PerformangB,(); Marginal Effects

0 1 2 3
Trust Measures ME (t-stat) ME (t-stat) ME (t-stat) ME (t-stat)
t1 -0.0260 (-4.02 -0.0577 (-4.07) 0.0396 (4.00) 0.0440 (4.11)
t, -0.0262 (-3.95 -0.0581 (-3.99) 0.0399 (3.93) 0.0444 (4.03)
t3 -0.0233 (-3.61 -0.0514 (-3.65) 0.0353 (3.60) 0.0394 (3.68)
ty -0.0204 (-3.15 -0.0448 (-3.17) 0.0307 (3.14) 0.0344 (3.19)

PANEL B: Dependent Variable = Labour Productivify,); Marginal Effects

0 1 2 3
Trust Measures ME (t-stat) ME (t-stat) ME (t-stat) ME (t-stat)
t1 -0.0191 (-3.59 -0.0575 (-3.69) 0.0473 (3.66) 0.0293 (3.67)
t, -0.0157 (-2.90 -0.0470 (-2.9%) 0.0386 (2.93) 0.0241 (2.94)
ts -0.0152 (-2.86 -0.0452 (-2.91) 0.0372 (2.90) 0.0232 (2.90)
ty -0.0156 (-2.94 -0.0466 (-3.00) 0.0383 (2.98) 0.0239 (2.99)

PANEL C: Dependent Variable = Product or Service Quality)( Marginal Effects

0 1 2 3
Trust Measures ME (t-stat) ME (t-stat) ME (t-stat) ME (t-stat)
t -0.0113 (-4.23 -0.0679 (-5.31) -0.0090 (-2.30) 0.0881 (5.40)
t, -0.0116 (-4.24 -0.0703 (-5.31) -0.0093 (-2.30) 0.0912 (5.40)
t3 -0.0107 (-4.11 -0.0644 (-5.06) -0.0085 (-2.28) 0.0837 (5.14)
ty -0.0110 (-4.20 -0.0670 (-5.21) -0.0088 (-2.29) 0.0868 (5.30)

TABLE 1B: Workplace Performance and Employee Tr@stjered Probit Analysis; WERS 2004

PANEL A: Dependent Variable = Financial PerformangEg,(); Marginal effects

0 1 2 3
Trust Measures ME (t-stat) ME (t-stat) ME (t-stat) ME (t-stat)
t1 -0.0285 (-3.46 -0.0489 (-3.46) 0.0417 (3.44) 0.0357 (3.48)
t, -0.0247 (-2.92 -0.0421 (-2.92) 0.0360 (2.91) 0.0309 (2.93)
ts -0.0181 (-2.21 -0.0307 (-2.21) 0.0262 (2.21) 0.0226 (2.22)
ty -0.0284 (-3.32 -0.0483 (-3.32) 0.0414 (3.31) 0.0353 (3.34)

PANEL B: Dependent Variable = Labour Productivifyp(); Marginal effects

0 1 2 3
Trust Measures ME (t-staf) ME (t-stat) ME (t-stat) ME (t-stat)
t -0.0261 (-4.00 -0.0673 (-4.08) 0.0643 (4.08) 0.0290 (4.02)
t, -0.0253 (-3.77 -0.0649 (-3.83) 0.0621 (3.83) 0.0281 (3.78)
ts -0.0193 (-3.00 -0.0491 (-3.02) 0.0470 (3.03) 0.0214 (3.00)
A -0.0283 (-4.17 -0.0726 (-4.26) 0.0698 (4.26) 0.0312 (4.19)

PANEL C: Dependent Variable = Product or Service Quality)( Marginal effects

0 1 2 3
Trust Measures ME (t-stat) ME (t-stat) ME (t-stat) ME (t-stat)
t1 -0.0092 (-3.43 -0.0570 (-3.98) -0.0006 (-0.20) 0.0669 (4.02)
t, -0.0068 (-2.61 -0.0413 (-2.82) -0.0005 (-0.20) 0.0486 (2.84)
ts -0.0074 (-2.87 -0.0450 (-3.17) -0.0005 (-0.20) 0.0529 (3.19)
ty -0.0093 (-3.35 -0.0571 (-3.86) -0.0006 (-0.20) 0.0670 (3.90)
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TABLE 2: Determinants of Employee Trust; Ordered Probit Analysis of
Employee Level Data; WERS 2011

Dependent Variable &

Coef T-stat Mean
Job characteristics
Tenure 1-2 years -0.1278 (-3.47) 0.0959
Tenure 2-5 years -0.1937 (-6.32) 0.2346
Tenure 5-10 years -0.2072 (-6.61) 0.2421
Tenure >10 years -0.2354 (-7.33) 0.3101
Train < 1 day 0.0744 (2.61) 0.1217
Train 1-2 days 0.2230 (8.42) 0.1699
Train 2-5 days 0.3498 (14.05) 0.2364
Train 5-10 days 0.412p (12.5p) 0.1059
Train > 10 days 0.508p (13.5p) 0.0664
Trade Union Member -0.2775 (-12.96) 0.3783
Log Weekly Hours -0.1295 (-4.36) 3.4252
Gross pay £61-£100 -0.0221 (-0.37) 0.0346
Gross pay £101-£130 -0.0528 (-0.85) 0.0315
Gross pay £131-£170 -0.1262 (-2.20) 0.0444
Gross pay £171-£220 -0.1505 (-2.81) 0.0736
Gross pay £221-£260 -0.1516 (-2.76) 0.0719
Gross pay £261-£310 -0.2102 (-3.75) 0.0895
Gross pay £311-£370 -0.2086 (-3.82) 0.1086
Gross pay £371-£430 -0.1791 (-3.25) 0.0977
Gross pay £431-£520 -0.1870 (-3.38) 0.1050
Gross pay £521-£650 -0.2011 (-3.48) 0.1007
Gross pay £651-£820 -0.0906 (-1.49) 0.0821
Gross pay £821-£1050 -0.0276 (-0.42) 0.0453
Gross pay > £1051 0.1579 (2.31) 0.0393
Experience of recession
Workload increased -0.2198 (-9.92) 0.2619
Work was reorganised -0.1521 (-6.00) 0.1803
Moved to another job -0.1043 (-2.71) 0.0538
Wages frozen or cut -0.1210 (-5.70) 0.3236
Non-wage benefits reduced -0.1296 (-3.B1) 0.0507
Contracted work hours reduced -0.1682 (-3{13) 0.0407
Access to paid overtime restricted -0.3034 (-12/68) 0.1679
Required to take unpaid leave 0.0299 (0/37) 0.0174
Access to training restted -0.2116 (-7.28) 0.1170
Cut point 1 @,) -2.5316 -7.7984
Cut point 2 @,) -1.6736 -13.1011
Cut point 3 fi5) -0.7783 -6.110(
Cut point 4 fi,) 0.5241 4.1084
Log pseudo likelihood -23,423.731
Wald Chi squared (67) 2,377.26
Pseudo R squared 0.0559
Number of observations 18,492

Notes: (i) Controls are also included for a set of personal characteristics: Male; White; Aged
18-19; Aged 20-21; Aged 22-29; Aged 30-39; Aged 40-49; Aged 50-59; Agéd;68ged 65
and over; Married; Separated, widowed or divorced; Children; Health problem; Highest
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educational qualification, GCSE, A level, fidggree or higher degree; Christian religion; and
other religion. (ii) The standard deviations for log weekly hours (the only cantinvariable
reported above) is 0.4479.
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TABLE 3: Employee Trust and the Recent Financial Recession; Ordered Probit
Analysis; WERS 2011

PANEL A: Dependent variable = Managers here can be relied upon to keep their profhises (

1 2 3 4 5

(i) Effects of Recent Recession ME ME ME ME ME
(t-stat) (t-stat) (t-stat) (t-stat) (t-stat)

My workload increased 0.0218 0.0413 0.0242| -0.0539| -0.0335
(9.37) (9.87) (9.52) (-9.82) (-9.65)

My job was re-organised 0.01531 0.0286 0.0167| -0.0373| -0.0231
(5.95) (5.96) (5.90) (-5.99) (-5.94)

| was moved to another job 0.0103 0.0196 0.0115| -0.0256| -0.0159
(2.71) (2.71) (2.68) (-2.71) (-2.70)

My wages were frozen or cut 0.0120 0.0227 0.0133| -0.0296| -0.0184
(5.74) (5.67) (5.52) (-5.69) (-5.63)

My nonwage benefits were reduced 0.0129 0.0243 0.0142 -0.318| -0.0197
(3.28) (3.31) (3.29) (-3.31) (-3.29)

My contracted working hours were reduced 0.0167 0.0316 0.0185| -0.0412| -0.0256
(3.10) (3.12) (3.13) (-3.11) (-3.13)

Access to paid overtime was restricted 0.0801 0.0571 0.0334| -0.0744| -0.0462
(12.00)] (12.44)| (11.71)| (-12.55)| (-12.02)

| was required to take unpaid leave -0.0030-0.0056| -0.0033 0.0073 0.0046
(-0.37) (-0.37) (-0.37) (0.37) (0.37)

Access to training was restricted 0.0210 0.0398 0.0233| -0.0519| -0.0322

(717  (7.21)| (7.11)| (-7.20)| (-7.25)

0.0179 0.0336 0.0197| -0.0438| -0.0274

(i) Index of Recession Effects (21.74)| (24.40)| (19.86)| (-24.68)| (-22.39)

PANEL B: Dependent variable = Managers here deal with employees hongptly (

1 2 3 4 5

(i) Effects of Recent Recession ME ME ME ME ME
(t-stat) (t-stat) (t-stat) (t-stat) (t-stat)

My workload increased 0.0197 0.0382 0.0328| -0.0490| -0.0416
(9.74) (10.35)| (10.22)| (-10.22)| (-10.25)

My job was re-organised 0.0161 0.0313 0.0269| -0.0403| -0.0341
(7.27) (7.30) (7.30) (-7.32) (-7.32)

| was moved to another job 0.0089 0.0172 0.0148| -0.0222| -0.0188
(2.62) (2.62) (2.61) (-2.62) (-2.61)

My wages were frozen or cut 0.0115 0.0223 0.0192| -0.0287| -0.0243
(6.42) (6.37) (6.32) (-6.38) (-6.38)

My nonwage benefits were reduced 0.0078 0.0151 0.0130| -0.0194| -0.0164
(2.30) (2.31) (2.30) (-2.31) (-2.30)

My contracted working hours were reduced 0.0109 0.0212 0.0182| -0.0273| -0.0231
(2.33) (2.34) (2.34) (-2.33) (-2.34)

Access to paid overtime was restricted 0.0215 0.0417 0.0358| -0.0536| -0.0454
(9.78) (10.15) (9.97)| (-10.12)| (-10.01)

| was required to take unpaid leave 0.0115 0.0223 0.0192| -0.0287| -0.0243
(6.42) (6.37) (6.32) (-6.38) (-6.38)

Access to training was restricted 0.0078 0.0151 0.0130| -0.0194| -0.0164

(2.30) (231)| (2.30)| (-2.31)| (-2.30)

0.0153 0.0296 0.0255| -0.0381| -0.0323

(i) Index of Recession Effects (20.64)| (23.44)| (22.12)| (-23.05)| (-23.08)
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TABLE 3: Employee Trust and the Recent FinahBiacession; Ordered Probit Analysis;

WERS 2011 (Continued)
PANEL C: Dependent variable = Managers here treat employees faiyly (

1 2 3 4 5
(i) Effects of Recent Recession ME ME ME ME ME
(t-stat) (t-stat) | (t-stat) (t-stat) (t-stat)
My workload increased 0.0248 0.0340| 0.0291| -0.0420| -0.0459
(9.66) (10.14)| (10.05)| (-9.93)| (-10.08)
My job was re-organised 0.0166 0.0228| 0.0195| -0.0281| -0.0307
(5.66) (5.70)| (5.68) (-5.66) (-5.71)
| was moved to another job 0.00Y6 0.0104| 0.0090| -0.0129| -0.0141
(1.79) (1.78)| (1.78) (-1.79) (-1.78)
My wages were frozen or cut 0.01%8 0.0216| 0.0186| -0.0268| -0.0292
(6.94) (6.80)| (6.71) (-6.82) (-6.82)
My nonwage benefits were reduced 0.0095 0.0130| 0.0111| -0.0161| -0.0175
(2.18) (2.18)| (2.18) (-2.18) (-2.18)
My contracted working hours were reduced 0.0168 0.0231| 0.0198| -0.0285| -0.0312
(2.63) (2.64)| (2.66) (-2.63) (-2.65)
Access to paid overtime was restricted 0.0288 0.0394| 0.0339| -0.0488| -0.0533
(10.28) (10.44)| (10.36)| (-10.40)| (-10.42)
| was required to take unpaid leave 0.0035 0.0048| 0.0041| -0.0059| -0.0064
(0.41) (0.41)| (0.41) (-0.41) (-0.41)
Access to training was restricted 0.01478 0.0244| 0.0210| -0.0302| -0.0330
(5.82) (5.81)| (5.83) (-5.79) (-5.87)
(i) Index of Recession Effects 0.0187 0.0254| 0.0218| -0.0315| -0.0345
(20.96) (21.96)| (21.31)| (-21.12)| (-22.60)

PANEL D: Dependent variable = Are sincere in attempting to understand employees’ t4pws (
1 2 3 4 5
(i) Effects of Recent Recession ME ME ME ME ME
(t-stat) (t-stat) | (t-stat) (t-stat) (t-stat)
My workload increased 0.0013 0.0212| 0.0415| 0.0279| -0.0516
(6.00) (9.85)| (10.20)| (10.03)| (-10.22)
My job was re-organised 0.0009 0.0140| 0.0274| 0.0185| -0.0341
(4.54) (5.85)| (5.89) (5.88) (-5.89)
| was moved to another job 0.0005 0.0084| 0.0165| 0.0111| -0.0205
(2.26) (2.36)| (2.36) (2.34)| (-2.36)
My wages were frozen or cut 0.0007 0.0111| 0.0217 0.0146| -0.0270
(4.49) (5.81)| (5.81) (5.73) (-5.81)
My nonwage benefits were reduced 0.0005 0.0079| 0.0153| 0.0103| -0.0191
(2.17) (2.27)| (2.28) (2.28)| (-2.28)
My contracted working hours were reduced 0.0008 0.0125| 0.0245| 0.0165| -0.0305
(2.33) (2.45)| (2.47) (2.48) (-2.46)
Access to paid overtime was restricted 0.0015 0.0249| 0.0487| 0.0328| -0.0607
(5.98) (10.72)| (11.25)| (10.95)| (-11.18)
| was required to take unpaid leave 0.0002 0.0031| 0.0062| 0.0041| -0.0076
(0.47) (0.47)| (0.47) (0.47) (-0.47)
Access to training was restricted 0.0009 0.0140( 0.0273| 0.0184| -0.0340
(4.27) (5.30)| (5.31) (5.31) (-5.30)
(i) Index of Recession Effects 0.0010 0.0154| 0.0299| 0.0202| -0.0373
(6.91) (19.88)| (22.42)| (20.78)| (-22.35)
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TABLE 4: Employee Trust and Organisationala@ge; Ordered Probit Analysis; WERS

2011
PANEL A: Dependent variable = Managers here can be relied upon to keep their profhises (

1 2 3 4 5

(i) Organisational Change in Last two years ME ME ME ME ME
(t-stat) (t-stat) (t-stat) (t-stat) (t-stat)

Introduction of performance related pay -0.00850-.0144| -0.0085 0.0186 0.0127
(-1.73) (-1.72)| (-1.72) (1.72) (1.73)

Introduction or upgrading of new technology 0.0008 0.0015 0.0009| -0.0019| -0.0013
(0.30) (0.30) (0.30)| (-0.30)] (-0.30)

Changes in working time arrangements 0.0067 0.0114 0.0067| -0.0147| -0.0100
(2.35) (2.35) (2.34) (-2.35) (-2.35)

Changes in the organisation of work 0.0113 0.0192 0.0113] -0.0248| -0.0170
(3.96) (3.95) (3.90) (-3.95)| (-3.94)

Changes in work techniques or procedures 0.90690.0117 0.0069| -0.0151| -0.0103

(233)|  (2.33)|  (2.33)| (-2.34)| (-2.32)

0.0013 0.0023| 0.0014| -0.0029| -0.0020
(0.48) (0.48)| (0.48)| (-0.48)| (-0.48)

Introduction of initiatives to involve employee

n

Introduction of technologically 0.0033 0.0056 0.0033| -0.0073| -0.0050
new/significantly improved product (1.18) (1.18) (1.18) (-1.18)| (-1.18)

0.0046 0.0078 0.0046| -0.0101| -0.0069

(i) Index of organisational change (6.61) (6.63) (6.48) (-6.62) (-6.62)

PANEL B: Dependent variable = Managers here deal with employees horneptly (
3

1 2 4 5

(i) Organisational Change in Last two years ME ME ME ME ME
(t-stat) (t-stat) (t-stat) (t-stat) (t-stat)

Introduction of performance related pay -0.0062-0.0107| -0.0091 0.0135 0.0125
(-1.44) (-1.44)| (-1.44) (1.44) (1.44)

Introduction or upgrading of new technology -0.0006-0.0010| -0.0009 0.0013 0.0012
(-0.23) (-0.23)| (-0.23) (0.23) (0.23)

Changes in working time arrangements 0.0054 0.0093 0.0079| -0.0117| -0.0109
(2.13) (2.13) (2.13)| (-2.149) (-2.13)

Changes in the organisation of work 0.0113 0.0196 0.0166| -0.0246| -0.0228
(4.47) (4.47) (4.46)| (-4.46)| (-4.49

Changes in work techniques or procedures 0.90500.0087 0.0074| -0.0110| -0.0102

(1.95)| (1.95)| (1.94)| (1.95)| (-1.94)

0.0021 0.0037| 0.0031] -0.0046] 0-.0043
0.87)| (0.87)| (0.87)| (-0.87)| (-0.87)

Introduction of initiatives to involve employee

7]

Introduction of technologically 0.0018 0.0032 0.0027| -0.0040| -0.0037
new/significantly improved product (0.74) (0.73) (0.749)| (-0.73)| (-0.74)

0.0038 0.0067 0.0057| -0.0084| -0.0078

(i) Index of Organisational Change (6.17) (6.13) (6.10) (-6.12) (-6.16)

32



TABLE 4: Employee Trust and Organisational &dige; Ordered Probit Analysis; WERS
2011 (Continued)

PANEL C: Dependent variable = Managers here treat employees faiyly (

1 2 3 4 5
(i) Organisational Change in Last two years ME ME ME ME ME
(t-stat) (t-stat) | (t-stat) (t-stat) (t-stat)
Introduction of performance related pay -0.0082 -0.0103| -0.0088 0.0124| 0.0148
(-1.46) (-1.4) | (-1.45) (1.45) (1.45)
Introduction or upgrading of new technology 0.0009 0.0011| o0.0010 -0.0014| -0.0016
(0.29) (0.29) (0.29) (-0.29)| (-0.29)
Changes in working time arrangements 0.0059 0.0074| 0.0063 -0.0089| -0.0107
(1.90) (1.90) (1.90) (-1.90)| (-1.90)
Changes in the organisation of work 0.0102 0.0127| 0.0108 -0.0153| -0.0183
(3.28) (3.27) (3.27) (-3.28)| (-3.27)
Changes in work techniques or procedures 0.0069 0.0085| 0.0073 -0.0103| -0.0124
(2.15) (2.15) (2.13) (-2.15)| (-2.14)
Introduction of initiatives to involve employees 0.0015 0.0019| 0.0016 -0.0023| -0.0027
(0.51) (0.50) (0.51) (-0.50)| (-0.51)
Introduction of technologically 0.0022 0.0027| 0.0023 -0.0033| -0.0039
new/significantly improved product (0.72) (0.72) (0.72) (-0.72)| (-0.72)
(i) Index of Organisational Change 0.0042 0.0052| 0.0044 -0.0063| -0.0075
(5.32) (5.30) (5.29) (-5.31)| (-5.31)

PANEL D: Dependent variable = Are sincere in attempting to understand employees’ tylews (
1 2 3 4 5
(ii) Organisational Change in Last two years ME ME ME ME ME
(t-stat) (t-stat) | (t-stat) (t-stat) (t-stat)
Introduction of performance related pay -0.0005 -0.0070| -0.0124 -0.0084| 0.0153
(-1.49) (-1.52)| (-1.52) (-1.51) (1.52)
Introduction or upgrading of new technology 0.0000 0.0003| 0.0006 0.0004| -0.0007
(0.12) (0.12) (0.12) (0.12)| (-0.12)
Changes in working time arrangements 0.0004 0.0055| 0.0098 0.0066| -0.0120
(2.10) (2.15) (2.15) (2.14)| (-2.15)
Changes in the organisation of work 0.0006 0.0078| 0.0139 0.0093| -0.0171
(2.87) (3.03) (3.02) (3.01)| (-3.03)
Changes in work techniques or procedures 0.0004.0050 0.0088 0.0060| -0.0109
(1.85) (1.90) (1.90) (1.90)| (-1.91)
Introduction of initiatives to involve employees 0.0001 0.0016| 0.0027 0.0018| -0.0034
(0.62) (0.62) (0.62) (0.62)| (-0.62)
Introduction of technologically 0.0002 0.0028| 0.0049 0.0033| -0.0060
new/significantly improved product (1.08) (1.09) (1.09) (2.09)| (-1.09)
(i) Index of Organisational Change 0.0003 0.0034| 0.0061 0.0041| -0.0075
(4.67) (5.43) (5.44) (5.40)| (-5.44)
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TABLE 5: Employee Trust and Organisationala@ge; Ordered Probit Analysis; WERS

2004
PANEL A: Dependent variable = Managers here can be relied upon to keep their profhises (
1 2 3 4 5
(i) Organisational Change in Last two years ME ME ME ME ME
(t-stat) (t-stat) (t-stat) (t-stat) (t-stat)
Introduction of performance related pay -0.0009-0.0015| -0.0007 0.0019 0.0012
(-0.21)| (-0.21) (-0.21) (0.21) (0.21)
Introduction or upgrading of computers -0.0088 -0.0154| -0.0066 0.0191 0.0118
(-2.36) (-2.35) (-2.33) (2.35) (2.35)
Introduction or upgrading of other technology 0.0019 0.0033 0.0014| -0.0040| -0.0025
(0.55) (0.54) (0.55) (-0.55) (-0.55)
Changes in working time arrangements 0.0066 0.0116 0.0050| -0.0143| -0.0088
(2.10) (2.09) (2.06) (-2.09) (-2.08)
Changes in the organisation of work 0.0102 0.0178 0.0076| -0.0220| -0.0136
(3.10) (3.08) (3.05) (-3.07) (-3.10)
Changes in work techniques or procedures 0.g0120.0020 0.0009| -0.0025| -0.0015

(0.34) (0.34)| (0.34)| (-0.34)| (-0.34)

Introduction of initiatives to involve employeegs -0.0011 -0.0020| -0.0008 0.0024 0.0015
(-0.27) (-0.27) (-0.27) (0.27) (0.27)

Introduction of technologically 0.0090 0.0158 0.0067| -0.0195| -0.0120
new/significantly improved product (1.89) (1.89) (1.87) (-1.89) (-1.89)

0.0033 0.0058 0.0025| -0.0072| -0.0045

(i) Index of Organisational Change (4.16) (4.12) (4.02) (-4.13) (-4.11)

PANEL B: Dependent variable = Managers here deal with employees hongptly (

1 2 3 4 5

(i) Organisational Change in Last two years ME ME ME ME ME
(t-stat) (t-stat) (t-stat) (t-stat) (t-stat)

Introduction of performance related pay -0.0020-0.0033| -0.0025 0.0041 0.0036
(-0.53) (-0.53) (-0.53) (0.53) (0.53)

Introduction or upgrading of computers -0.0082 -0.0140| -0.0103 0.0173 0.0153
(-2.42) (-2.42) (-2.42) (2.42) (2.43)

Introduction or upgrading of other technology 0.0019 0.0032 0.0023| -0.0040| -0.0035
(0.62) (0.62) (0.62) (-0.62) (-0.62)

Changes in working time arrangements 0.00710.0121 0.0089| -0.0149| -0.0131
(2.62) (2.61) (2.59) (-2.62) (-2.59)

Changes in the organisation of work 0.0054 0.0093 0.0068 -.0114| -0.0101
(1.84) (1.84) (1.83) (-1.84) (-1.84)

Changes in work techniques or procedures 0.0120.0022 0.0016| -0.0027| -0.0024

(043)| (0.42)| (0.43)| (0.43)| (-0.43)

0.0009 0.0015| 0.0011] -0.0018| -0.0016
(0.24)| (0.24)| (0.24)| (0.24)| (-0.24)

Introduction of initiatives to involve employee

[

Introduction of technologically 0.0066 0.0113 0.0083| -0.0140| -0.0123
new/significantly improved product (1.58) (1.58) (1.57) (-1.58) (-1.58)

0.0026 0.0044 0.0032| -0.0054| -0.0048

(i) Index of Organisational Change (3.65) (3.61) (3.57) (-3.62) (-3.60)
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TABLE 5: Employee Trust and Organisationala@ige; Ordered Probit Analysis; WERS

2004 (Continued)

PANEL C: Dependent variable = Managers here treat employees faixly (

1 2 3 4 5

(i) Organisational Change in Last two years ME ME ME ME ME

(t-stat) (t-stat) | (t-stat) (t-stat) (t-stat)

Introduction of performance related pay -0.0026-0.0033| -0.0026| 0.0041| 0.0043

(-0.59) (-0.59)| (-0.59) (0.59) (0.59)

Introduction or upgrading of computers -0.0120-0.0153| -0.0121| 0.0192| 0.0203

(-3.16) (-3.16)| (-3.13) (3.15) (3.16)

Introduction or upgrading of other technology 0.0013 0.0016| 0.0013| -0.0020| -0.0021

(0.37) (0.37) (0.37) (-0.37)| (-0.37)

Changes in working time arrangements 0.00890.0113| 0.0090| -0.0142| -0.0150

(2.72) (2.71) (2.69) (-2.72) | (-2.70)

Changes in the organisation of work 0.0047 0.0060| 0.0047| -0.0075| -0.0079

(1.38) (1.38) (1.37) (-1.38) | (-1.38)

Changes in work techniques or procedures 0.9J0030.0004| 0.0003| -0.0004| -0.0005

(0.08) (0.08) (0.08) (-0.08) (-0.08)

Introduction of initiatives to involve employees -0.0002 -0.0003| -0.0003| 0.0004| 0.0004

(-0.06) (-0.06) | (-0.06) (0.06) (0.06)

Introduction of technologically 0.0104 0.0133| 0.0105| -0.0166| -0.0175

new/significantly improved product (2.08) (2.08) (2.06) | (-2.07) (-2.07)

(i) Index of Organisational Change O(ggi‘)‘ 0(-20.%32()) 0(-2%22‘)" '2-2%32‘)3 '?_-g%é()’
PANEL D: Dependent variable = Are sincere in attempting to understand employees’ t4iews (

1 2 3 4 5

(i) Organisational Change in Last two years ME ME ME ME ME

(t-stat) (t-stat)| (t-stat) (t-stat) (t-stat)

Introduction of performance related pay -0.0003-0.0034| -0.0060| -0.0035| 0.0076

(-0.96) (-0.98)| (-0.98)| (-0.98) (0.98)

Introduction or upgrading of computers -0.0009-0.0093| -0.0161| -0.0094| 0.0205

(-2.67) (-2.76) | (-2.75)| (-2.75) (2.76)

Introduction or upgrading of other technology 0.0002 0.0022| 0.0038| 0.0022| -0.0049

(0.72) (0.73) (0.73) (0.73)| (-0.73)

Changes in working time arrangements 0.00080.0078| 0.0135| 0.0079| -0.0173

(2.74) (2.82) (2.81) (2.79) (-2.82)

Changes in the organisation of work 0.0007 0.0070| 0.0121| 0.0071| -0.0154

(2.29) (2.38) (2.36) (2.36)| (-2.36)

Changes in work techniques or procedures -0.00010.0008| -0.0014| -0.0008| 0.0017

(-0.26) (-0.26) | (-0.26)| (-0.26) (0.26)

Introduction of initiatives to involve employees -0.0001-0.0011| -0.0019| -0.0011| 0.0024

(-0.29) (-0.29)| (-0.29)| (-0.29) (0.29)

Introduction of technologically 0.0008 0.0081| 0.0139| 0.0082| -0.0178

new/significantly improved product (1.85) (1.88) (1.87) (1.87) (-1.87)

(i) Index of Organisational Change 0(';2%? o(.gg%:)s O(ggj‘)) o(ggzzz)t '?_gg%
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