
`SSAAR (JMSE); Journal of  September, 2020 

Management Science and Entrepreneurship  

193 | P a g e  
 

Editions 

 

  

 

 
EFFECTS OF TRUST ON THE PERFORMANCE OF ENTREPRENEURIAL 

VENTURES 

 

 

 EHIMEN GREGORY IGIBA1, FRANCIS K. MBAKWE2     AND USMAN ADAMU 

IBRAHIM 
1&2Department of Business Administration and Management   3Department of 

General studies, the Federal polytechnic, Bauchi 

 

Abstract 

This research work is theoretical and conceptual, and aims to Identify as well 

as examines the effects of trust on the performance of entrepreneurial 

venture. the study identifies two kinds of trust that enhance and beneficial to 

performance of entrepreneurial venture. cognitive which is considered 

factual as well as lead to logical motives for trusting partner, and affective 

trust which is based on feelings, emotions and moods subjective. it was 

discovered that entrepreneurial venture with high level of cognitive trust 

among its members reduces the necessity for monitoring and protective 

conduct, also high cognitive trust is able to lead to a well-organized team.it 

was also seen that affective trust result to an improved readiness to 

communicate knowledge.     
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INTRODUCTION 

Since 1969, the emphasis on organizational studies began to shift from control 

to trust concept. The motivation resulting to this move was as a result of a 

book titled “The Human Side of Enterprise” written in 1960 by McGregor that 

panned the then common opinion of persons in organizations as apathetic for 

work and hence need to control strictly. As an alternative, the book suggested 

a set of new values which highlighted trust in persons as well as urged 
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executives to give them power to control themselves. McGregor’s theory X 

was creating way for theory Y. In 1981, Ouchi widened as well as make 

popular the concept of trust in a book titled Theory Z, therefore enduringly 

shifting organizational study from control to trust. In the present day, 

organizations in search of flexibility in fast changing markets more and more 

depend on trust. The quest for excellence happened to be the quest for 

flexibility (Rus and Iglic 2005).  

Collaborative working as well as teamwork is necessary in virtually every 

institution: the other option is lawlessness and disorder moving to swift 

dangerous change procedures and high levels of doubt (Erdem, Ozen, and 

Atsan, 2003). The important element that supports efficacious collaborative 

behaviors as well as has a significance influence on change procedures and 

associated risk is trust (Shockley-zalaback et al., 2000). The earlier 

comprehension that organisations are formed “trustworthy” by making as 

well as acceptance of official strategies and stiff rule-set (Grey and Garsten, 

2001) is not of necessity applicable to contemporary organisations that 

require a considerably more adaptable structure in which to function and 

authorize.  An atmosphere or culture of trust that is created through the 

continuing intensive relations between the establishment’s members is far 

further probable to give the expected levels of trust as well as flexibility. 

Anywhere there is absence of trust; there will be shortcomings in interaction, 

delegation, empowerment, as well as quality (Owen, 1996).   

There is wide consensus among organizational scholars, regarding the 

advantages of trust for the operative of persons and individuals in 

establishments (Burke, Sims, & Lazzara, 2007; Scott, & LePine, 2007; Dirk & 

Ferrin, 2001, 2002; Fulmer & Gelfand, 2012).  

According to Manolova, Gyoshev and Manev (2007) much attention have been 

devoted on the importance of trust for organisations and economic activities 

by oganisational researchers. Trust otherwise refers to as “the mutual 

confidence that no party in an exchange will exploit another’s vulnerabilities” 

(Barney and Hansen, 1994) is a significant non-market control mechanism, 

that enables lasting relations amongst companies as well as a significant 

element in strategic alliance success (Gulati 1995). In an environment that is 

considered more hesitant, trust reduces cost of transactions in inter-firm 

cooperation, in that way supplying firms with a source of competitive 

advantage (Barney and Hansen, 1994). Trust is more and more regarded to 
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be not only coordinating principle furnishing the rationality via which work is 

matched and information is collected, circulated and processed inside as well 

as between establishments (Zander and Kogut, 1995; McEvily et al.,2003), 

however, also a precious contributor to economic exchange (Doney et al., 

1998). Research that relate to the aspect of entrepreneurship and small 

business, in particular, trust has been recognized to considerably ease small 

businesses’ profitable dealings (Saparito et al.,2004). 

Oasis and Agbor (2016), Argue that in recent time, trust has been given 

growing attention in the literature of economic development. The focused by 

scholars have particularly been on two wide dimensions of trust, they include, 

its causes (see especially, Alesina and La ferrara, 2002; Bjomskov, 2006; and 

Smith, 2008) and the impact. In this respect, how trust impact on economic 

variables; Knack and keefer, 1997; Whiteley, 2000; Zak and Knack 2000, 

Beugelsdijk et al. 2004, Berggren et al. 2008, Kodila-Tedika and asongu 

(2013) as an important factor for clarifying cross- country disparities in 

economic growth. Consequently, Bjomskov and Meon 2010, discover how 

trust impact on total factor productivity. Many other scholars have been 

appealed in the effect of trust on: institutional growth and attribute; Helliwell 

and Putnam 1995; La Porta et al., 1997; Rice and Sumberg, 1997; Knack 2002; 

Bjomskov et al. 2010; Bjomskov 2010 and 2012. Bammens and Collewaert 

2014 research on trust between entrepreneurs and angel investor, Teika and 

Agbor looked at impact of trust on entrepreneurship, while Brannon 2016, 

investigate the role of trust and familiarity in the choice of a new venture 

partners. 

However, in spite of the increase in research on trust and its impact on 
entrepreneurship, not much has been known on its effect on entrepreneurial 
performance.  Therefore, this paper will analyze the effect of trust on the 
performance of entrepreneurial venture. 
 

Research Question 
How does Trust affect the performance of entrepreneurial venture? 
 
Objective of the study 

1. 1 To critically analyse the concept of trust 
2. To evaluate the impact of Trust on the performance of entrepreneurial 

venture 
3. To make recommendations on the kind of trust that enhanced the 

performance of entrepreneurial venture     
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LITERATURE REVIEW  

This section will focus on the review of existing literature on concept of Trust 

and performance. There after concentrate on the impact of trust on the 

performance of entrepreneurial venture. Drawing on this, this study will 

attempt to provide conceptual links between trust and entrepreneurial 

venture performances. 

 

OVERVIEW OF TRUST CONCEPT  

In the past ten years, the knowledge on trust has been consistently grown as 

well as progressed; above all, on in what way it benefits business. Studies in 

both oganisation and management, in specific, there is grown general 

agreement on the auspicious influences of trust on performance of business. 

For instance, Child, (1998) and Sundaramurthy (2008) affirm that it is 

extensively agreed that trust perform an important role in fostering network 

relationships as well as cooperation, decreasing role conflicts and transaction 

costs (Manolova et al., 2007; Puffer et al., 2010), desegregating personal 

objectives for general interests (Discua Cruz et al., 2013; Shi, 2014), as well as 

contributing to the growth of a common social identity (Schmidts and 

Shepherd, 2013). These influences are frequently amplified and turn out to be 

unambiguous in small and medium enterprises (Cruz et al., 2010; Weiter, 

2012), in particular so if they function in more conservative societies (Kriz 

and Keating, 2010; Ng et al., 2007). In tenet, trust is presumed to benefit firm 

performance, and is therefore progressed as a contributing element for 

sustaining performance. 

In spite of the overall consensus on the influences of trust, varying opinions 

exist among academics concerning the composition and dimensionality of 

trust. Up to the present time, there is no agreement on a single definition 

among researchers, thus leaving trust “an elusive concept” (Welter, 2012, 

p.195). There is a continual scholarly discussion centered around the kinds or 

forms of trust, stressing the origins, objects and levels of intents and reliability 

of network actors, at a personal, organisational, or institutional level. 

One specific stream of literature sees trust as a dynamic construct which 

develops as social contacts increase and relationships are little by little 

intensified (Shi, Shepherd and Schmidts 2015). Investigating the evolution of 

trust, Lewicki and Bunker (1996) came out with a three stage framework. 

They contend that trust advances in a progressive and chronological manner 
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from calculus-based via knowledge-based to identification-based, chiefly 

because of the upsurge in social contacts as well as constriction of 

interconnections (Welch et al., 2007). This phase framework is associated 

with the evolutionary nature of trust as well as gives a “roadmap” for 

comprehending the development of trust in a interpersonal form 

(Nooteboom, 2002; Poppo and Zenger, 2002). In real life, but, trust does not 

of necessity accrue in an aligned step-by-step order. Somewhat, growth of 

trust can be rescindable and reliant on a range of situations and relationships 

which influence the calculation, knowledge, and identification-based trust. 

For instance, kinship relations often provide a “short-cut” for identification-

based trust (Lane, 1998) this is because of intense family socialization (Shi 

and Dana, 2013) –with little to no calculus- or knowledge-based trust as 

preconditions. Additionally, differences between phases are frequently 

ambiguous and difficult to measure. Up to the present time, research has not 

been able to offer reliable as well as appropriate standards to capture the 

uniqueness of each of the phases. Thus, the stage framework mainly remains 

an idea, rather than empirical work.  

Instead, academics have researched the sources of trust and the objects which 

trust largely correlates to. Hohmann and Malieva (2005) recognize three 

different types of trust, which includes personal, collective and institutional, 

taking place at different levels (micro-, meso-, and macro-levels) 

correspondingly (Humphrey and Schmitz, 1998). Likewise, Child and 

Mollering (2003) research overseas managers’ trust in China and its influence 

on indigenous employees’ trust within establishments, observing that trust 

simultaneously exists at interpersonal, organisational as well as institutional 

levels. The various levels at which trust may grow originate from diverse 

sources; however, seem to be connecting and inter-convertible when 

situation change. 

Some researcher like Sako (1992), including others, centers on trust in 

business relations and suggests three types of trust based on goodwill, 

competence, and contracts. Again, these types of trust can occur at different 

levels in different forms, depending on the circumstances under which social 

relations are shaped and developed. For example, although goodwill trust 

frequently exists between individuals who share values or norms (Fukuyama, 

1995), such as family members, it can also occur between groups or 

organisations that have a common background, familiarity, or interest (Lane, 
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1998), like family clans, or in business partnerships where trust is often based 

on a binding contract or acknowledgement of competence (Lui, 2009). 

Trust is regarded as the utmost significant element for inventing robust social 

contact, teamwork, unity and commonality (Erdem and Ozen, 2003). In an 

entrepreneurial situation, trust has been categorized under two significance 

corridors (Fink, Harms and Mollering, 2010). These include risk and 

uncertainty corridor and confidence corridor. According to Williams, (2007) 

risk and uncertainty corridor emphasizes the trust’s function as a risk 

alleviation mechanism that in the long run is above all significant in the 

entrepreneurial frameworks. Irrespective of the degree of risk, trust 

correlates definitely to exchange relations as well as many more dimensions 

in business networks (Besser and Miller, 2010).confidence corridor  

emphasizes the optimistic viewpoint of trust as a confidence aspect which 

aids navigate ambiguity, risk and susceptibility (Troilo, 2010; and Mollering, 

2006). Consequently, the two aspects of corridors of trust are connected by 

signifying that the conditional importance (risk and uncertainty) as well as its 

incidence (confidence) lead to an all-inclusive opinion of trust (Fink, Harms 

and mollering, 2010). In order to stand this definitional struggle and develop 

the background knowledge of trust (Saparito and Colwell, 2010), researchers 

are sturdily heartened to study various aspects of trust individually (Fink, 

Harms and Mollering, 2010, p. 104). 

Many definitions of trust have emerged as well as remain to do so (Fink, 

Harms and Mollering, 2010). Though, there is several amount of agreement of 

trust as a psychological condition including the intent to allow vulnerability 

founded upon optimistic anticipations of the intents or conduct of another 

(Rousseau et al., 1998, p. 395). The social psychology fiction identifies and 

differentiates the existence of two kinds of trust: reliability / dependability 

and emotional trust / faith (Rempel, Holmes and Zanna, 1985). Several 

academics pursue this difference by way of classifying trust as having twin 

bases: cognitive and affective trust (McAllister, 1995). Concept of cognitive 

trust is founded on Deutsch’s (1958) experimental psychology work on 

prisoner‘s dilemma, where trust is clarified as the calculative choice to 

collaborate. This type of trust is first and foremost entrenched on the 

competences of other members of the team and can be crucial for new 

company which relies powerfully on the abilities of the founders (Barczak, 

Lassk and Mulki, 2010). The concept of affective trust is connected to 
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attribution investigation that is conflicting to self-regard and founded on 

individually selected conduct which stands for care and concern (Clark, Mills 

and Powell, 1986). This occurrence corresponds with organisational 

citizenship conduct, which is clarified as useful conduct that is indirectly 

recompensed except is favorable to the success to an organization (Organ, 

1988). Furthermore, is maintained that affective trust has a sturdy influence 

on the creativity as well as persistence of an entrepreneur, which will have 

influence on opportunity identification and achievement by obtaining 

external resources (Baron, 2007). 

The focus of this research is on trust and performance of entrepreneurial 

venture, where interactions extensively exist between persons in the 

oganisation and impact the performance of the venture or business 

(Eddleston et al., 2010; Zahra et al., 2006; Zachary, 2011). However, this 

investigation focus on the relational level. To guide this study, the researcher 

by and large adopts the social psychology literature which recognizes and 

differentiates the existence of two types of trust: reliability / dependability 

and emotional trust / faith (Rempe, Holmes and Zanna, 1985). Several 

scholars adopt this distinction by classifying trust as having twin bases: 

cognitive and affective (McAllister, 1995). Khan, M. S., Breitenecker, R.J., 

Gustafsson, V. and Schware, E.J. (2015) also adopt this view. 

 

TRUST AND PERFORMANCE      

The concept that high-trust relationships may enhance economic 

performance has remained extensively theorized; however, more or less 

slight experiential evidence has been made in its favor (Deakin and Wilkinson, 

1998). Trust presumed to boost the economic performance of personal 

dealings (Arrow, 1974), establishments (Sako, 1992; Gulati, 1995), 

industrialized regions (Pyke et al., 1992) as well as societies (Fukuyama, 

1995).  Literature is virtually agreed that trust produce economic benefits 

(Rus and Iglic, 2005). Decrease in transaction costs as well as enhanced 

teamwork among players is the most often mention of positive impacts of 

trust. Though the two effects are mentioned together they really emanate 

from very diverse origins. Transaction costs are experienced through 

bargaining, breach of contract, renegotiation of terms and by the attempts of 

players to set up elaborate protections opposed to such opportunistic 

conduct. Trust removes the necessity for extensive ex ante and ex post 
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negotiation and therefore openly adds to performance enhancement due to 

the sudden decrease of transaction costs (Williamson, 1985). 

Another impact of trust on performance occurs by teamwork. Trust persuades 

business associates who most probable by now collaborate with themselves 

to make deeper their collaboration, an impact proven by Gulati (1995). 

However, as observed before now by Durkhein ([1893] 1984), wide 

collaboration in a society does not come from trust among business associates 

themself however, from a division of labour which reconfigures social 

institutions that intervene among individual players. New institutional 

hypothesis in sociology proposes that institutions influence the arrangement 

of incentives and thus describe constraints within which players pinpoint as 

well as pursue their interests (powell and Dimaggio, 1991). Institutional trust 

which impact on the arrangement of incentives in which the players select by 

whom they will go into collective agreement. Collaboration will have an 

optimistic influence on performance once it inspires players go into collective 

commercial relations via a wide range of prospective associates consequently 

increasing business openings as well as obtainable resources.  

 

THEORETICAL FRAMEWORK 

Cognitive Trust and Performance of entrepreneurial Venture 

In trust there is cognitive component, that signifies that persons decides on 

whom to trust as well as center this decision on what they think are proper 

motive (Olson, Parayitam and Bao, 2007). This element of trust is considered 

factual as well as leads to logical motives for trusting partner. Viewing from 

performance angle, all partners are anticipated to carry out their jobs suitably. 

If all partners show mutual, consistent behavior, this assist provides a 

foundation for cognitive trust. Cognitive trust is thus subject to the degree of 

faith in the other persons’ competences, responsibility, reliability as well as 

dependability (McAllister 1995). Therefore, entrepreneurial venture with 

high level of cognitive trust among its members reduces the necessity for 

monitoring and protective conduct (McAllister, 1995). This suggests that such 

partners have no necessity to expend more resources on evading each other 

as well as use unofficial manners of communicating instead of following 

official processes (Ashforth and Lee, 1990). This practice might proceed to 

more well-organized work in terms of time. Likewise, once such partners / 

colleagues need backing, they are not likely to make such demands ahead of 
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time, nor will they use different superfluous resources (McAllister, 1995). 

Therefore, high cognitive trust is able to lead to a well-organized team, as the 

partners of necessity not to take additional steps to decrease doubt in their 

day to day operations. 

An entrepreneurial venture is usually challenged with complex hitches. The 

more difficult a problem is, the more the important for the partners to 

generate knowledge from fresh viewpoint (Ashby, 1956). This unavoidably 

includes the appearance of different perspective on the content, structure and 

procedure of all the decision situations within a team. The interpretation of 

these perspectives is largely dependent on the prevailing trustworthiness of 

the other persons’ competences. Cognitive trust can hence make available 

cues on the way to process, interpret as well as act on knowledge, which – in 

turn can influence the result of performance (Parayitam and Dooley, 2007) in 

the area of selecting the appropriate project (efficacy). The dependability and 

acceptance of each other’s opinions depend on the perception of each other’s 

capabilities (cognitive trust). This trust element is chiefly performance-based 

with consistency used as the major basis of trust in the other partners 

(Costigan and Iter, 1998). Partners who rely on each other’s capabilities levels 

might possibly discover a common understanding, therefore as to focus on 

and highlight core duties that should lead to better venture effectiveness.  

 

Affective Trust and Performance of Entrepreneurial venture 

Chen, Yao and Kotha, (2009) suggest that there is a connection between affect 

and entrepreneurial passion, and that it has been discovered to influence the 

capability as well as the impetus of the founders of a novel business (Baum 

and Locke, 2004), thus positively impacting the business (Huy and Zott, 

2010). This proposes that entrepreneurial team (entrepreneurial venture) 

with great affective trust might be more ardent as well as competent, result to 

improved performance. It is similarly contended that different decisions all 

through a start-up’s early stage depend on affective states, as there is great 

hesitation at this stage and also lost or indistinct information (Elfenbein, 

2007). 

Hansen, Marrow and Batista, (2002), affirm that affective trust which is based 

on feelings, emotions and moods is subjective. This might lead to in 

strengthening of the interpersonal relations among entrepreneurial venture 

members. In the state of great affective trust, entrepreneurial venture 
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members might gain via undergoing improved psychological safety –‘a shared 

belief held by members of a team that the team is safe for interpersonal risk 

taking’ (Edmondson, 1999, p. 351). A proactive method to imaginative 

problem-solving as well as pensive strategies culminating in relevant project 

thoughts might be produce (efficacy). Affective trust boosts members of 

entrepreneurial venture to focus on a responsibility, search ideas and works 

in the direction of group goals by more complete processing of information 

(Parayitam and Dooley, 2009), suggesting enhanced entrepreneurial venture 

effectiveness. 

In entrepreneurial venture with great affective trust, the individual members 

of entrepreneurship venture are extremely sensitive to each other’s wants, 

and act freely to add and assist one another. Members of entrepreneurial 

venture who believe that they know how to speak amenably and be able to 

convey knowledge exclusive of fear (psychological safety) similarly profit by 

improve goal attainment as well as profit on assets (Baer and Frese, 2003). In 

addition, affective trust results to an improved readiness to communicate 

knowledge. This be capable of lead to the better engagement, identification 

and use of workable methods to task maneuvers (Schaubroeck, Lam and Peng, 

2011), guaranteeing venture efficiency (in the area of cost targets as well as 

schedule observance). In reference to the above, propose that: 

 

CONCLUSIONS 

The article is a conceptual work and as such only look at how trust enhanced 

the performance of entrepreneurial venture. the importance of trust among 

partners in an entrepreneurial venture cannot be overemphasis this is 

because trust form the foundation on which team work rest on. Organisation 

with high level of trust among its partners, will do well in attainment of its 

goals and objectives in terms of cooperation.   
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