INFLUENCIA DE LA CONFIANZA ORGANIZACIONAL SOBRE LA
POSICION EN EL MERCADO: EL PAPEL MEDIADOR DE LA CAPACIDAD
DE INNOVACION Y LA EFICIENCIA OPERACIONAL. RESULTADOS
EMPIRICOS

RESUMEN: Este articulo reporta los resultados de un estudio llevado a
cabo en 202 empresas que cotizan en la Bolsa de Valores de Varsovia,
en el que se proporciona evidencia documentada de un impacto indirecto
significativo de la confianza organizacional sobre la posicion en el mer-
cado, producto de la influencia de esta en la capacidad de innovacion y
el desempefio organizacional. Estos hallazgos contribuyen a la compren-
sién de como la confianza dentro de una organizacién se ve reflejada en
su desempefio en el mercado. Asimismo, los resultados obtenidos sefialan
la existencia de una mayor influencia de la confianza sobre la posicién en
el mercado de una firma que sobre su eficiencia operacional. El estudio
muestra ademds que la confianza, al dar cuenta de un clima organiza-
cional, no tiene un efecto directo sobre la posicion en el mercado. Por dl-
timo, se presentan algunas reflexiones sobre el tema para la investigacion
y la practica
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RESUMO: Este artigo apresenta os resultados de um estudo realizado com
202 empresas cotadas na Bolsa de Valores de Varsévia, no qual se propor-
ciona evidéncia documentada de um impacto indireto significativo da con-
fianca organizacional sobre a posicao no mercado, produto da influéncia
da confian¢a na capacidade de inovacéo e no desempenho organizacional.
Essas descobertas contribuem para a compreenséo de como a confianca
dentro de uma organizacao reflete em seu desempenho no mercado. Além
disso, os resultados obtidos indicam a existéncia de uma maior influéncia
da confianca sobre a posicdo no mercado de uma firma do que sobre sua
eficiéncia operacional. O estudo também mostra que a confianga, ao dar
conta de um clima organizacional, ndo tem efeito direto sobre a posi¢do no
mercado. Por tltimo, apresentam-se algumas reflexdes sobre o tema para
a pesquisa e para a pratica.
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OPERATIONNELLE. DES RESULTATS EMPIRIQUES

RESUME : Cet article rapporte les résultats d'une étude menée sur 202
entreprises cotées a la Bourse de Varsovie. On y fournit des preuves docu-
mentées de I'impact indirect significatif de la confiance organisationnelle
sur leur position sur le marché, conséquence de l'influence de la confiance
sur la capacité d'innovation et de la performance organisationnelle. Ces
résultats contribuent a la compréhension de la facon dont la confiance au
sein d'une organisation répercute sur sa performance au milieu du marché,
En outre, les résultats indiquent I'existence d'une plus grande influence de
la confiance sur la position d'une entreprise sur le marché que sur son effi-
cacité opérationnelle. L'étude montre également que la confiance, en tant
qu'elle tient compte d'un climat organisationnel, n'a pas d'effet direct sur
la position sur le marché. Finalement, on y présente quelques réflexions sur
le sujet pour la recherche et la pratique.
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ABSTRACT: This study was conducted in 202 enterprises listed on the Warsaw Stock Exchange and
provides documented evidence for a significant indirect impact of organizational trust on their mar-
ket position through its effect on innovativeness and an improvement on efficiency. These findings
contribute to understand how trust inside an organization is translated into market performance. In
addition, the reported results suggest a stronger influence of organizational trust on a firm's market
position than on its operational efficiency. The study also indicates that organizational trust, while
expressing a climate inside an organization, does not have a direct effect on the market position.
Implications for research and practice are provided as well.
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Introduction

Scholars have long recognized the significant impact of trust on organiza-
tions (McGregor, 1960; Argyris, 1964; Likert, 1967; Zand, 1972; Dwivedi,
1983; Gambetta, 1988; Delbufalo, 2012; Cho & Poister, 2014; Whipple,
Griffis & Daugherty, 2014). Extensive research on trust has improved our
recognition of its impact on various areas such as team performance (Costa,
2003; Rispens et al., 2007), learning (Sako, 2006), productivity (Dwivedi,
1983; Kramer & Cook, 2004), quality improvement (Hacker & Willard,
2002), employees' satisfaction (Driscoll, 1978; Shockley-Zalabak, Morreale
& Hackman, 2010), profitability (Davis et al., 2000; Bibb & Kourdi, 2004),
supply chain management (Delbufalo, 2012; Cao & Zhang, 2013; Michalski,
Yorov & Botella, 2014) and on the whole on a competitive advantage
(Barney & Hansen, 1995). The other way round, distrust drives performance
down (Cerne et al,, 2014).

Thus, trust is a highly relevant phenomenon in organizations and a signifi-
cant phenomenon for researchers. In spite of this extensive research on trust
organizational implications, scholars have not accounted systematically for
how trust affects several performance dimensions at once. Empirical exami-
nations usually concentrated on one trust implication for performance at a
time. But not all effects are equivalent. That situation poses an interesting
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research question about how they vary. In this context, in
the highly fragmented and scattered literature, the author
can identify two streams of the discussion, which center on
two basic dimensions of trust influence that account for a
total trust effect on organizational performance. One effect
takes the lens of innovation processes related to expanding
knowledge pools; the other focuses on operation-based
merits of trust. Both exemplify the distinction between
two paradigms toward organizational learning, namely
exploration and exploitation (March, 1991; Levinthal
& March, 1993). While exploitation captures repetition-
based improvements of a present state, leading to the
decrease of performance variability and operational effi-
ciency, central issues in exploration are experimentation,
play, discovery, completely new knowledge and thus, in
the end, innovations changing performance means (March,
1991; Levinthal & March, 1993). While the first one is rather
short-term, the latter has a longer time horizon and is likely
to generate greater returns than an industry average.
Both effects should be embraced by an organization as,
on the one hand, without exploitation an organization will
not be able to realize profits from new knowledge due to
poor efficiency, and, on the other, without exploration or-
ganizations' products or services will become obsolete.

In this paper it is theorized that the combined effect of
trust on exploration and exploitation stems from the rela-
tion between trust and creativity, on the one hand, and
commitment, on the other, which explains a various impact
of trust on innovativeness and operational efficiency. To
my knowledge, it has not been tested in any single piece
of research so far. Consequently, we have much to learn
about the joint effect of trust on innovations and opera-
tional efficiency. These two mechanisms of transforming
intraorganizational trust into organizational performance
expressed by the market position through innovations
and operational efficiency will be examined; none has re-
ceived much attention in scholarly empirical studies so far.
Therefore, this study brings novelty to literature by tack-
ling the dual role of organizational trust on firm's innova-
tiveness and operational efficiency. The paper focuses on
how a combined impact of innovation and operational effi-
ciency transmits the effects of organizational trust into the
market position and thus test alternative theories of how
trust affects the market position.

Drawing on trust literature | theorize that intra-organiza-
tional trust is coupled with innovativeness, operational
efficiency, and in turn indirectly with the market posi-
tion. This produces an understanding of how organiza-
tional trust affects a firm's market position. As such, the
causal model proposed in this paper postulates mediation
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links between organizational trust and market position
as will be shown later in the paper.

This article is laid out as follows. First, the meaning and rela-
tionships between variables of interest, namely organizational
trust, innovativeness, operational efficiency and the market
position are analyzed in order to put forward hypotheses.
Then, the methods and results of an empirical research are
discussed. The paper ends with a discussion of results, limi-
tations of the study and directions for future research.

Theoretical Background and
Hypotheses Development

Organizational Trust and Innovativeness

There is no universally acknowledged standard on how
to define organizational trust. However, some defini-
tions are more frequently cited than other. The prominent
authors in this area, Mayer, Davis and Schoorman, used
the term “trust” to denote the willingness to be vulnerable
to others and the intent to take risks related to trustwor-
thiness perceptions. This willingness is derived from abi-
lity, integrity and benevolence assessments (Mayer, Davis
& Schoorman,1995), which could refer to an organization
(Li, Bai & Xi, 2011). Following the lead of Mayer and collea-
gues, trustworthiness should not be taken as a synonym
of trust, as some authors tend to indicate, but rather as a
strong predictor. Herein, the generic term “organizational
trust” (Li, 2008) will be used with respect to intra-organiza-
tional trust, where an organization is a referent. Moreover,
in terms of so understood organizational trust it should be
noted that trust is a climate-based phenomenon expressed
by a specific organization's culture (Shockley-Zalabak,
Morreale & Hackman, 2010).

The plausible claim in the literature that trust stimulates
a wide range of innovations encompassing the market,
product, processes, and organizational dimensions (Wang &
Ahmed, 2004; OECD/ Eurostat, 2005; Kock, 2007; Salomo,
Gemunden & Billing, 2007; Michalski et al., 2014), is rather
widespread (Ruppel & Harrington, 2000; Ciancutti &
Steding, 2001; Bibb & Kourdi, 2004; Covey & Metrill, 2006;
Shockley-Zalabak et al., 2010; Li, 2012; Sankowska, 2013).
The arguments for that assertion are well-reasoned. Trust
builds culture for innovations within an organization as
well as is believed to suspend negative judgments and
mitigate the risk of being exploited by the other party. In
high-uncertainty and high-vulnerability, trust is believed
to play the leading role (Mollering, 2012). It produces the
feeling of psychological safety (Edmondson, 1999) in face
of uncertainty and ambiguity, which often characterizes
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innovative processes of unforeseeable potential out-
comes. However, the assertion that trust allows to cope
with uncertainty does not entail that uncertainty is en-
tirely eliminated after all, as it is just psychologically over-
come (Mollering, 2012). Thus, when there is trust climate
inside an organization one is likely to encounter higher
tolerance for errors and risk-taking (Colquitt, Scott & LePine,
2007), which are common when undertaking new things
of partly or fully unpredictable nature. Moreover, people
are more apt to openly discuss their points of view as they
are not so frightened about losing their social face. On
the other hand, there is more concern for other's differing
points of views and interests, which may be an impetus
for change, especially when it results in giving up one's
irrelevant mental model and adopting a novel approach. It
is strengthened by encouragement to try new things, which
is legitimized by trust. Taken together trust encourages
to generate and share new ideas, which is a prerequisite for
innovation processes. By contrast, distrust hinders engage-
ment with work and motivation to be innovative (Dirks,
1999; Cerne et al., 2014).
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In practical terms, it means that individuals spend their re-
sources on protection at the cost of innovations. Although the
recent literature on the topic has often emphasized the para-
mount importance of trust in innovations, only few studies
accounted for this effect empirically, and their findings
were often highly ambiguous. Supporting evidence for the
positive impact of trust on innovations is provided by a
sparse body of empirical research (Ruppel & Harrington,
2000; Krot & Lewicka, 2011), which points out that orga-
nizational innovation is rather positively associated with
trust. For instance, in interorganizational setting, trust has
been proven to be linked to innovation (Clegg et al., 2002;
Micheels & Gow, 2011). With respect to institutional trust
empirical findings have offered support for its link to inno-
vativeness (Ellonen, Blomqvist & Puumalainen, 2008). By
contrast, Herting has reported that trust only correlates sig-
nificantly with administrative innovations (2002). Overall,
it is expected that trust positively affect innovativeness.
When there is trust people are more likely to engage in idea
generation and knowledge creation. Otherwise, under the
conditions of distrust or a lack of trust, members of an or-
ganization are more prone to avoid such activities.
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Indirect evidence for a connection between trust and inno-
vativeness could be drawn from studies relating trust with
knowledge (Politis, 2003), intellectual capital (Nahapiet
& Ghoshal, 1998; Tsai & Ghoshal, 1998) and creativity
endorsement (Brattstrom, Lofsten & Richtnér, 2012; Li,
2012; Mollering, 2012). Notably, an overwhelming number
of studies have argued that trust facilitates knowledge
sharing (Davenport & Prusak, 1998; Abrams et al., 2003;
Ford, 2003; Kim & Mauborgne, 2003; Levin, Cross &
Abrams, 2003; Huotari & livonen, 2004; Bijlsma-Frankema
et al., 2005; Chowdhury, 2005), which in turn can boost
innovation processes (West & Anderson, 1996; Darroch,
2005; Salomo et al., 2007; Sankowska, 2013).

On the other hand, only few studies go beyond the main-
stream debate linking trust with knowledge sharing and
emphasizing that trust accelerates actual knowledge cre-
ation (Lee & Choi, 2003; Chung & Jackson, 2011), as when
trust is present individuals are more likely to exchange
knowledge and be creative. All this determinates
knowledge creation and, consequently, innovations.
Built on the same reasoning, the support for the positive
effect of trust embedded in social capital on innovative-
ness can be found in Nahapiet and Ghoshal's theoretical
framework, pointing out trust as a precondition to intel-
lectual capital combination (which is of a paramount im-
portance for a knowledge creation process according to
Nonaka and Takeuchi, 1995) and its exchanges (Nahapiet
& Ghoshal, 1998), both of which result in innovation after-
wards. Moreover, the association postulated in their theo-
retical model has been well-documented in an empirical
investigation (Tsai & Ghoshal, 1998).

One additional reason to expect the fostering role of trust
in innovations is provided by the claims of Li's theory linking
trust with creativity and play as all innovations are pre-
ceded with creative ideas. Accordingly, trust is maintained
to be responsible for the mechanism of psychological
relaxation (Li, 2012) complementary to psychological
safety, through which individuals are highly prone to follow
their curiosity and fascination, to use their imaginations,
and to discover new things. These, in turn, are processes
associated with play.

Play through positive emotions such as excitement, joy
and curiosity, enables uncertainty, ambiguity and fear of
the unknown, inherent to innovation, to be experienced as
non-threatening (due to a tolerance mechanism) or even as
a pleasant challenge (due to an appreciation mechanism).
Higher creativity levels are achieved; hence these feelings
stimulate imagination and the generation of novel solu-
tions in a quest for self-actualisation. Viewed through Li's
lens, trust ought to be particularly pronounced in contexts
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that require high creativity (Mollering, 2012). Indeed, trust
has been documented to trigger creativity (Barczak, Lassk
& Mulki, 2010; Brattstrom et al., 2012), which might lead
to innovations.

The three above-mentioned basic streams of literature
linking trust with knowledge sharing, knowledge creation
and creativity are the reasons for trust to be considered as a
stimulant for innovation. Thus, it is expected the following:

Hypothesis 1. Organizational trust will be positively
associated with innovativeness.

Organizational Trust and Operational Efficiency

There is a number of studies in which we can trace down a
very general statement indicating that trust leads to better
performance (Culbert & McDonough, 1986; Ciancutti
& Steding, 2001; Dawson, 2002; Ward & Smith, 2003;
Tschannen-Moran, 2004; Rus, 2005; Bell & Cohn, 2008).
Operational performance understood in terms of quality,
cost, flexibility, or speed (Slack, Chambers & Johnston,
1998; Gonzalez-Benito, 2005) - by some authors referred
to as operational effectiveness (Mithas, Ramasubbu &
Sambamurthy, 2011) — might be particularly affected by
trust for a number of reasons. In order to clarify the distinc-
tion between effectiveness and efficiency the term “opera-
tional efficiency” is adopted throughout this paper.

Efficiency concerns to “doing things right" (Drucker, 1974).
One of the reasons why trust might promote operational
efficiency (Ellonen et al., 2008) can be found in a literature
strand that identifies trust as a source of transaction cost
reduction (Williamson, 1975, 1993; Blomqvist et al., 2002;
Dyer & Chu, 2003; Sako, 2006; Schwenker & Botzel, 2007;
Chow, 2008; Kohn, 2008). This reduction is driven by the
decrease of monitoring as a form of control, the decline of
enforcement and safeguards (Gulati, 1995), as well as
of the time and resources required for transaction fulfill-
ment. Trust shortens also the process of negotiating and
contracting. In this stream of the discussion, it is worth to
notice that Blomqvist et al. (2002) see the trust effect not
only from the point of view of transaction cost decrease,
but also from through the lens of transaction benefits such
as lower production costs, higher productivity, improved
quality and reduced time to market.

Another key point in the subject literature is that trust
enhances operational efficiency not only by affecting
contractual arrangements between parties, but also
the way they are performed. This is in line with the ar-
gument by Blomqvist et al. (2002), about transaction
benefits in a situation of trust between parties. The un-
derlying mechanism for this benefit generation is that
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trust simplifies the content of agreements leaving parties
with flexibility (Bibb & Kourdi, 2004) in the way how
the desired goals are achieved in a course of changing
circumstances. In addition, trust motivates people to do
their best and allocate their resources such as atten-
tion and effort in the work and particular arrangements
(De Jong & Elfring, 2010). These effects facilitate the
commitment of resources to operational improvements
and establishment of routines, practices and strategies
to do things better and exploitation of the economies of
scale (Blomqvist et al., 2002). On the other hand, trust
constitutes a type of heuristic simplifying and serving the
process of gathering and interpreting information as well
as choosing relevant behaviors (McEvily, Perrone & Zaheer,
2003). Such process facilitates learning of current opera-
tions facilitated by experience (Levinthal & March, 1993).

Based on the research and theory reviewed above, it is ex-
pected that:

Hypothesis 2: Organizational trust will be positively
associated with operational efficiency.

Organizational Trust, Innovativeness,
Operational Efficiency and Market Position

There is some evidence (Davis et al., 2000) that employee
trust in a general manager affects a widely used revenue
based performance indicator of market position (Rubera
& Kirca, 2012), namely sales (Rust et al., 2004) in case of
restaurants. The existing body of literature, however, has
not yet provided a tentative explanation of this impact.
Moreover, in the case of restaurants, the impact of trust on
sales might be more direct as, to a large extent, the staff's
attitude shapes its behaviors towards clients. Generally, in
a wider scope of contexts, it might be expected that the
market position affects organizational trust for more com-
plex reasons too. The reason is that the better market posi-

tion of the company, the higher organizational trust climate

in the organization. But this explanation is more tentative
in light of research indicating that trust is a casual ante-
cedent of organizational performance (Davis et al., 2000).
Thus, in this paper it is advocated that organizational trust
does have an effect on the market position measured with
revenue-based indicators (such as market share, market
grow), but an indirect one, through innovativeness and
operational efficiency, which link with the organizational
trust has been discussed previously.

The logic of the proposed paths is as follows. Organizational
trust induces innovativeness, which according to the prior
literature is of a fundamental interest to a firm's perfor-
mance outcome such as profits (Sorescu & Spanjol, 2008).
On the other hand, innovativeness is both connected with
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operational efficiency and the market position. Innovative-
ness enhances a company's position both directly and in-
directly by the impact on operational efficiency. First of all,
innovativeness increases the likelihood that a company will
outperform its competitors with an offer more appealing
to the existing customers, which will determine market
success (Cho & Pucik, 2005; Bouncken, Koch & Thorsten,
2007; Kock, 2007). In extreme circumstances, innovations
can substantially extend sales by creating new markets for
new customers (Salomo et al., 2007). With highly innova-
tive products and solutions a firm can attract more cus-
tomers, both domestic and foreign, and thereby achieve
market success. At the same time, innovative solutions im-
plemented in the company's business nurture operational
efficiency through the introduction of methods for doing
the same things better. Put differently, due to innovations
firms become more efficient in their operations as innova-
tion can change not only a performance mean but also
its variability. The support for this kind of thinking can be
traced down in a qualitative study of Yeung, Lai and Yee
(2007), suggesting that innovativeness leads to internal
efficiency, which taken together are believed to shape cus-
tomer satisfaction to a large extent.

Thus, based on the argumentation developed above, the
following is proposed:

Hypothesis ~ 3:  Innovativeness  affects

operational efficiency.

positively

As has been suggested before, both exploitation and ex-
ploration change performance by affecting the way we do
the things and deciding which things to do (March, 1991;
Levinthal & March, 1993). In particular, these enrich value
for current and potential customers, thereby affecting
firm's market position. Consistent with the above discus-
sion, | propose also the following:

Hypothesis 4: Innovativeness affects positively market
position.

Hypothesis 5: Operational efficiency affects positively
the market position.

As organizational trust can contribute to operational
efficiency due to process innovations, it is hypothesized
the following:

Hypothesis 6: Innovativeness mediates the relationship
between organizational trust and operational efficiency.

Furthermore, following the argument that due to opera-
tional efficiency facilitated by process innovations the cus-
tomers receive products just in time and in a cost effective
way, a firm's market position is likely to be enhanced. |
therefore hypothesize:
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Hypothesis 7: Operational efficiency mediates the
relationship between innovativeness and market position.

Methodology
Method

Several methods were applied to test the proposed hypo-
theses. Firstly, the correlations between the variables of inte-
rest were searched. Then, in keeping with Baron and Kenny
(1986), multiple regressions were used to test mediated
relationships as indicated in Figure 1. In order to test fur-
ther all links at the same time structural equation modeling
was applied.

FIGURE 1. The Conceptual Model: The Hypothesized

Relationship between Organizational Trust, Innovativeness,
Operational Efficiency and the Market Position

Organizational H; Market position

trust
HZ\A ‘/5

Source: Own elaboration.

Innovativeness

\

Operational
efficiency

Data

The data used to test the hypotheses were gathered using
CATI (Computer Assisted Telephone Interviewing). Tele-
phone interviewing assisted with a computer was con-
ducted by a professional company, CEM Market and Public
Opinion Research Institute, which follows professional
and ethical standard of ESOMAR (European Society for
Opinion and Marketing Research) based on a previously
prepared close-ended questionnaire. The CATI technique
standardizes a data collection procedure. The five pollsters
who conducted the telephone interview were not familiar
with the formulated hypotheses. The call center was lo-
cated in Cracow in Poland. The sample consisted of 202
companies listed on the Warsaw Stock Exchange by 2010,
which came from twenty three various sectors ranging
from manufacturing to services. The average number of
years for the companies in the data set from the first listing
on the stock exchange was 10 years, while the median was
8 years. The average value of organizational slack was
4.28% and the median value 4.40%. The subjective judg-
ments of managers as key informants were used in order
to gather the required data, which were responses to the
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statements referring to constructs of interest in the study
(Appendix A-B). Items were assessed by respondents in re-
gard to a company.

Measures

Organizational trust. Much research on organizational
trust adopted the scale of trustworthiness proposed by
Mayer and Davis (1999). However, as trustworthiness esti-
mation, it is only a very good predictor of trust. Therefore,
to measure organizational trust as a climate-based phe-
nomenon, three items were used for the purpose of this
study, since there is no existing measure that captures ap-
propriately the concept at the level of organization. One
item was adopted from Hacker and Willard (2002) - "The
organization operates on the assumption of trust even in
new situations” — and one from GliAska-Newes (2007)
— "Within the organization there is a climate of trust". The
third item, "The organization is trustworthy", was added to
reflect trustworthiness as a base for trust assessment. All
items capture the essence of trust, which is not only based
on trustworthiness (a belief) but on willingness to trust (a
predisposition to take risks). The items were measured on
a 7-point scale ranging from “completely disagree” (1) to
“completely agree” (7). The internal consistency estimate of
Cronbach's alpha coefficient for the battery of three items
displayed high reliability (o = 0.92), above the acceptable
cut-off value of 0.70 (Nunnally, 1978). The word "trust”
was used in two items, which classifies the scale as a di-
rect measure. As noted by Colquit et al. (2011), direct mea-
sures of trust were proven to be reliable in prior research.

Innovativeness. Measuring innovativeness is very chal-
lenging, since it is hard to find a suitable measure of this
notion for different sectors that would be available at hand
and allow meaningful comparison. Seeing that the tradeoff
is made in empirical research by employing subjective
measures. It is believed that they are more appropriate for
heterogeneous group of firms (Denison & Mishra, 1995)
and provide robust results (Wall et al., 2004). Following the
stream of research referring innovativeness not only to new
product development, but also to other underlying dimen-
sions (Wang & Ahmed, 2004; Sankowska, 2013), innova-
tiveness was assessed by respondents through the lens of
four items measuring innovativeness, that is products, pro-
cesses, marketing and organizational practices. ltems were
rated on a 7-point scale where 1 corresponds to a “com-
pletely higher” and 7 to a “completely lower" level of inno-
vativeness in comparison to a firm's main competitor. The
measure displayed reliable results in terms of Cronbach’s
alpha (a = 0.90). Sample items were "Our product inno-
vativeness concerning introduction of products/services,
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which are new or considerably new with respect to their
features or intended application” and “Our process inno-
vativeness as implementation of new or considerably new
methods of production or supply".

Operational efficiency. In keeping with Gonzales-Benito's
measure of relative operational performance perceptions,
six items were applied to score a relative position of a com-
pany with regard to its competitors on the following di-
mensions; operational costs, time needed for designing
and/or manufacturing products, pace of new products
launching, product quality, flexibility to adapt product to
different volumes of demand, capacity to meet customers'
requirements in time (Gonzalez-Benito, 2005). Respon-
dents were instructed to give responses on a 7-scale point
ranging from "“very inferior" (1) to “very superior” (7). The
alpha coefficient was 0.89.

Market position. Three items derived from Mazur,
Részkiewicz and Strzyzewska (2008) were used to measure
the market position: capturing market share, sales growth,
export growth compared to the main competitors. Firm's
market position was evaluated on a 7-point scale ranging
from “completely lower" (1) to “completely higher” (7), in
comparison with a firm's main competitor. The alpha coef-
ficient obtained a satisfactory value (o = 0.80).

Analysis and Results

Unidimensionality of constructs used in the study was as-
sessed by exploratory factor analysis. Factor loadings are
reported in Appendix A. The scales were examined by esti-
mating measurement model (Appendix B). Estimates were
based on the maximum likelihood technique using AMOS.
A confirmatory factor analysis supported the four factors.
The goodness-of-fit measures for the overall measurement
model are acceptable (RMSEA = 0.005; CFl = 0.940;
NFl =0.898; TLI = 0.917).

Summated scales were employed for measurement as all
Cronbach'’s alphas are at least 0.8, which should be considered
as a very good result. Table 1 reports the descriptive
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statistics and correlation matrix for the study variables.
The highest correlation pertains to innovativeness and
operational efficiency. All correlations are positive. Most of
the correlation coefficients are modest in size and statisti-
cally significant. The bivariate correlation analyses provide
support for five of the formulated hypotheses.

HI: Organizational trust is correlated with innovativeness
(r=20.063, p<0.001).

H2: Organizational trust is significantly correlated
with operational efficiency (r = 0.65, p < 0.001).

H3. Innovativeness is significantly correlated with opera-
tional efficiency (r=0.74, p < 0.00]).

H4. Innovativeness is significantly correlated with market
position (r=0.60, p < 0.001]).

H5. Operational efficiency is significantly correlated with
market position (r=0.50, p < 0.00]).

Generally, the initial findings provide support for the five
formulated hypothesis.

Tests of mediations hypothesis

In the conceptual model depicted in Figure 1 there are
several pathways linking organizational trust to market po-
sition. To test some of those links (hypothesis 6 and 7)
regression analyses were employed using organizational
trust, innovativeness, operational efficiency and market
position. Regression analyses were performed to test: (i)
whether innovativeness mediates the connection between
organizational trust and operational efficiency; and (ii)
whether operational efficiency mediates the relationship
between innovativeness and market position. Results are
presented in Figure 2.

Firstly, it was examined whether innovativeness mediates
the relationship between organizational trust and opera-
tional efficiency (Table 2). Organizational trust and innova-
tiveness are significantly associated (r=0.63, p<0.01), and
both are significantly correlated to operational efficiency

TABLE 1. Means, Standard Deviations and Correlations for the Variables along with Cronbach’s Alphas

Variables Mean s.d. No. of items 1 2 3 4
1. Organizational trust 16.19 3.86 3 (0.92)
2. Innovativeness 19.82 4.59 4 0.63 (0.90)
3. Operational efficiency 30.76 6.29 6 0.65 0.74 (0.89)
4. Market position 14.77 3.92 3 0.40 0.60 0.50 (0.80)

Note: All correlations are significant at the 0.001 level (two-tailed tests). Scale reliabilities are on the diagonal in parentheses.

Source: Own elaboration.
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FIGURE 2. Innovativeness as a Mediator of the Relationship between Organizational Trust and Operational Efficiency and
Operational Efficiency as a Mediator between Innovativeness and Market Position

Oraanizational B =031 Overationsl B =039
fganizationa p <0.001 perationa Innovativeness p<0.01 Market position
trust »| effectiveness >
A= o5 =024
| , Pt Operational p<0.05
nnovativeness effectiveness
Source: Own elaboration.
TABLE 2. Results of the Standardized Regression Analysis for the Mediated Effect of Innovativeness
. Model 1 Model 2 Model 3
Independent variables . - . . -
Operational efficiency Innovativeness Operational efficiency
Organizational trust 0.65*** 0.63*** 0.37***
Innovativeness 0.55%**
Adjusted R? 0.42 0.39 0.60
F 94.85*** 107.64*** 98.72***

Note: Reported standardized beta values, *** p < 0.001, two-tailed test.
Source: Own elaboration.

(accordingly r = 0.65, r = 0.74, both p < 0.01). Therefore,
the preconditions suggested by Baron and Kenny (1986)
required to establish a mediated relationship are satisfied.
When organizational trust and innovativeness were simul-
taneously entered as predictors in the regression equation
and operational efficiency as the outcome, the mediator
innovativeness is still a significant predictor of operational
efficiency (8 = 0.55, p < 0.001), but the effect of inde-
pendent variable of organizational trust on the dependent
variable of operational efficiency is reduced (from § = 0.65
to 8 = 0.31). Accordingly, the last condition for mediation
relationship is fulfilled. As the slope reduced, therefore, it
is concluded that it is a partial mediation. The amount of
mediation is 0.34. The last model explained more than half
of the variance in operational efficiency (the coefficient of

determination is 61%). These above results provide sup-
port for hypothesis 6 and 7.

Secondly, the same previous analysis was used, but
examining whether operational efficiency meditates the
relationship between innovativeness and market position
(Table 3). Innovativeness and market position are signifi-
cantly correlated (8 = 0.60, p < 0.001), innovativeness
alone is a significant predictor of operational efficiency
(8 =0.74, p < 0.001), and operational efficiency is a sig-
nificant predictor of market position (8 = 0.50, p < 0.001).
When both variables (innovativeness and operational ef-
ficiency) are included in the regression equation, the
intervening operational efficiency is still a significant pre-
dictor of the outcome (8 = 0.24, p < 0.05). However, the

TABLE 3. Results of the Standardized Regression Analysis for the Mediated Effect of Operational Efficiency

Independent variables Model ] ) Model 2. . Model?., .
Market position Operational efficiency Market position
Innovativeness 0.60*** 0.74*** 0.39**
Operational efficiency 0.24*
Adjusted R? 0.36 0.55 0.33
F 65.30*** 159.98*** 23.52%**

Note: Reported standardized beta values, ***p < 0.001, **p < 0.01, *p < 0.05, two-tail tests.
Source: Own elaboration.
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standardized slope coefficient for innovativeness is now
equal to 0.39, p < 0.01. The slope has been reduced from
0.60 to 0.39; therefore, the amount of mediation is 0.21.
The model with the partial mediator explained more than
a quarter of the variance in market position (R? = 0.34).

To further test the full model of the organizational trust im-
pact on the market position structural equation modeling
was employed with the estimation procedure of AMOS
(Byrne, 2001). For this study a confirmatory analysis ap-
proach was used. Figure 3 reports the casual relation-
ships between variables and results of the estimation. The
structural model estimated with the maximum likelihood
method reported following fit indices: chi-square = 0.014,
df = 1, p = 0.906, RMSEA = 0.000, CFl = 1.00. RMSEA
value less than 0.05 are interpreted as a close fit (Brownie
& Cudeck, 1993). A comparative fit index CFl above the
threshold of 0.90 indicates a good model fit (Kline, 2005).

FIGURE 3. Results of Structural Equation Modeling for the
Effects of Organizational Trust on Market Position

0.62%** ) 0.42%**
Innovativeness
Organizational Market
trust 0.54*x* position
0.31***\A Operational A*
efficiency

** p<0.001

Note: Standardized parameters estimates of the structural equation modeling are presented.
Source: Own elaboration.

Therefore, it was achieved an excellent fit of theoretical
model with empirical data. Thus, the structural model
lends further support for previous results.

Discussion

The findings of this research recognize complementary
roles of trust for organizational performance. What is more,
the paper gathers in one empirical study findings on the ef-
fects of trust that evolved on separate tracks. The empirical
evidence has demonstrated that an organizational climate
of trust, which is an intraorganizational phenomenon,
has an impact on the market position; however, not as di-
rect as the one we can observe, for example, in a particular
case of clients' trust in a firm or/and its products. In case
of overall organizational trust expressing the climate in an
organization, the links are not so straightforward.
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Organizational trust creates the advantage in terms of in-
novation and increased operational efficiency, which taken
together lead to an improved market position. Firms with
higher organizational trust levels seem to be better at in-
novativeness and operational efficiency. Moreover, the
findings show that innovativeness and increased opera-
tional efficiency partially accounted for the effect of or-
ganizational trust on the market position; however, even
more pronounced is the influence of trust on the market
position through innovativeness. The plausible explanation
is that trust is much more important for a creative part of
work (exploration) than for systematic processes, which re-
quire more standardization (exploitation).

Trust is more adequate for creativity and, in turn, innova-
tions that are connected with highly ambiguous tasks. For
operational efficiency, routines and rules are more cru-
cial for improvements than the autonomy embodied in
trust. Still, for organizational members to be effective in
sustaining focus and following standards they must feel
confident about their organization, which induces them
to organizational commitment. Such aspect suggests that
trust plays different roles in various types of learning, with
the greatest influence at the exploration stage. In turn,
the latter implies that organizational trust should have dif-
ferent importance for different types of companies, and
further sectors. Those who rely on innovativeness as their
main mode of achieving competiveness would be more
trust sensitive than ones competing on a cost advan-
tage solely. Thus, a less knowledge-intensive type of com-
pany attenuates the meaning of organizational trust for
market performance.

Managers should be advised about this total impact of the
organizational trust on the market position of a company.
Importantly, it has been found that the impact of organi-
zational trust on a firm market position through innova-
tiveness is stronger than its impact through operational
efficiency enhancement. This suggests that intraorgani-
zational trust sustains a competitive advantage through
bringing customers value, rather than lower costs. Secondly,
the findings suggest that the combination of innovative-
ness and operational performance accelerates performance
encapsulated in the market position to a greater extent.
However, it has been discovered that gains in market posi-
tion from innovativeness are much higher than the bene-
fits from operational efficiency improvement, which is in
line with research claiming that exploration outperforms
exploitation in terms of return gains (Levinthal & March,
1993). Nevertheless, both exploitation and exploration
need to be introduced within an organization to achieve
market success. As such, these findings provide support for
the claim that the path from organizational trust to market
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position through innovativeness is especially attractive for
a firm in order to gain a competitive advantage. However,
trust plays significantly different roles in various types of
learning. This is in line with the assertion that trust enables
organizations to amalgamate systematic processes and
structure with creativity (Brattstrom et al, 2012), which
boil down to exploitation and exploration accordingly.

The issue of generalizability of reported findings to dif-
ferent levels of analysis can be raised, particularly, whether
conclusions hold true at the national level. Some promi-
nent studies suggest that trust leads to better perfor-
mance of countries (Fukuyama, 1995). Countries, where
general trust is high, do better than low trust countries
(Zack & Knack, 2001). It was demonstrated that on the
average a 10 percentage point increase in trust results in
the growth rate of GDP by 0.5 percentage point (Dincer
& Uslaner, 2010). Taking into account that innovativeness
and growth are associated, we could expect that trust is
more important for innovativeness than efficiency even at
the national level too. However, in order to validate this as-
sertion new research endeavor should be undertaken.

Findings suggest that a road to a better market position
is very complex and company's characteristics such as or-
ganizational climate of trust should be well-considered in
organizations. Organizational trust should be of particular
interest for those companies that strive to achieve better
market positions by innovating. Those aiming at opera-
tional efficiency can still reach some satisfactory levels
through control mechanisms.

Limitations and Further Research

Although the present study has yielded very interesting re-
sults, there are some limitations that are inherent in every
empirical work. Thus, future research can be extended in
several ways. With regard to a research design, the use of
self-reported subjective data might be viewed as a limi-
tation. However, constructing a sample of observations
on the basis of objective indicators such as "a number of
patents” or "a number of new products introduced” consti-
tutes an empirical challenge and, importantly, puts a con-
straint on comparisons in case of heterogeneous samples
of enterprises. It should also be noted that a telephone-
administrated questionnaire basing on key informants may
lead to some bias. Therefore, in future research an effort
should be paid to collect data from multiple respondents.

A problematic aspect is that the data is cross-sectional,
which does not allow for unquestioned causal interpreta-
tion. It is important to note that although the direction
of causality between organizational trust and market
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position was assumed in the proposed model, it cannot be
excluded the opposite direction of influence, namely that a
strong market position builds trust inside an organization.
This alternative interpretation, however, seems less plau-
sible. This is consistent with evidence provided by Davis
et al. (2000), where trust is a causal antecedent of orga-
nizational performance. In addition, the time dimension to
data can also be further enriched in future studies.

Another issue arising from the current research, which
attributes such a prominent role to organizational trust,
is the suggestion that more research should be done in
an attempt to account for factors determining a trust cli-
mate in organizations. A future agenda for researchers
could be an study of the exact outcome of organizational
trust in specific sectors together with an examination of
its antecedents.
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Appendix A. Exploratory Factor Analysis

Factor loadings
Questionnaire items
F1 ‘ F2 ‘ F3 ‘ F4
Organizational trust
The organization operates on the assumption of trust even in new situations. 0.821
Within the organization there is a climate of trust. 0.852
The organization is trustworthy. 0.827
Operational efficiency
Performance in operational costs. 0.608
Performance in time needed for designing and/or manufacturing products/services. 0.835
Performance in pace of new product launching. 0.648
Performance in product quality. 0.617
Performance in flexibility to adapt production to different volumes of demand. 0.728
Capacity to meet customers' requirements in time. 0.721
Innovativeness
Our process innovativeness related to implementation of new and significantly new ways of pro-
duction and distribution. 0.712
Our organizational innovativeness related to implementation of new organizational methods
concerning business practices, organization of job and business relations. 0.684
Our marketing innovativeness with regard to implementing new methods of marketing in terms
of significant changes in pattern-designing, product placement, promotion or pricing strategies. 0.783
Our product innovativeness concerning introduction of products/services, which are new or con-
siderably new with respect to their features or intended application. 0.752
Market position
Market share. 0.826
Sales growth. 0.699
Export growth. 0.831

Notes: Extraction method: principal component analysis; Rotation method: varimax with Kaiser Normalization; rotation converged in 6 rotations; KMO = 0.908, about 75% of total variance is explained
by the first four factors; values surpassing 0.500 were displayed.
Source: Own elaboration.
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Appendix B. Measurement Model
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Standardized
Questionnaire items regression weights Estimate SE Critical ratio
estimate
Organizational trust
The organization operates on the assumption of 0.888 1.00
trust even in new situations.
Within the organization there is a climate of trust. 0.935 1.101 0.055 19.885
The organization is trustworthy. 0.860 0.917 0.054 16.928
Operational efficiency
Performance in operational costs. 0.571 1.000
Performance in time needed for designing and/or 0.838 1.450 0.191 7.588
manufacturing products/services.
Performance in pace of new product launching. 0.830 1.510 0.204 7408
Performance in product quality. 0.654 0.929 0.142 6.553
Performance in flexibility to adapt production to 0.811 1.354 0.185 0.7332
different volumes of demand.
Capacity to meet customers' requirement in time. 0.821 1.286 0.173 7433
Innovativeness
Our process innovativeness related to implemen- 0.865 1.000
tation of new and significantly new ways of pro-
duction and distribution.
Our organizational innovativeness related to 0.809 0.917 0.068 13.568
implementation of new organizational methods
concerning business practices, organization of job
and business relations.
Our marketing innovativeness with regard to im- 0.786 0.961 0.074 12.945
plementing new methods of marketing in terms of
significant changes in pattern-designing, product
placement, promotion or pricing strategies.
Our product innovativeness concerning intro- 0.842 1.007 0.069 14.554
duction of products/services, which are new or
considerably new with respect to their features or
intended application.
Market position
Market share. 0.683 1.000
Sales growth. 0.873 1.385 0.166 8.335
Export growth. 0.682 1.224 0.167 7.350

Notes: Goodness-of-fit measures for the overall measure model are: RMSEA = 0.005; CFl = 0.940; NFI = 0.898, TLI = 0.917.

Source: Own elaboration.
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