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Abstract
The distinction between affect- and cognition-based trust is applied to investigate differences between Chinese and American managerial networks. We found that affect- and cognition-based trust were more intertwined for Chinese managers than American managers.  For Chinese managers, affect-based trust was more associated with economic dependence ties and less with friendship ties.  Whereas alter’s embeddedness solely increased affect-based trust for American managers, it increased both types of trust for Chinese managers. 
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Business everywhere involves trust based in relationships.  Yet observers of Chinese culture have emphasized the degree to which businesspeople form personal, almost family-like, bonds in working relationships (e.g., Yang, 1988; Trompenaars, 1994; Xin and Pearce, 1996).  This familial pattern is fostered through the development of tightly-knit networks that structurally resembles families in their dense interconnectedness (e.g., Peng, 2004). Though many business relationships in American culture are also emotionally close, the Protestant Ethic (Weber, 1904/1930) persists in sayings such as “Don’t mix business with pleasure” and preference for arm’s length relationships in economic exchanges. As such, there is inhibition on affectivity in the workplace (Sanchez-Burks, Lee, Choi, Nisbett, Zhao, and Koo, 2003). In Chinese culture, by comparison, there is greater merging of affective and instrumental relationships.  Few business relationships are not preceded by meals, socializing, gift exchanges, and sharing of family backgrounds in order to build personal connections (Yang, 1994).  
One account of this familial pattern in Chinese business relationships is that personalized, embedded relationships help to increase trust and prevent defection in a business environment lacking strong legal protections (e.g., Xin and Pearce, 1996; Nee, 1992; Redding, 1990; Zucker, 1986).  Other accounts emphasize that the familial pattern is consistent with the Chinese norms of social interaction (e.g., Shenkar and Ronen, 1987).  In this paper, we integrate these two accounts by proposing that personalized, embedded relationships play a pivotal role in trust development in Chinese culture. This is contrasted to American culture where there is a greater separation of the affective and instrumental aspects of trust.
Our analysis of trust in Chinese and American cultures draws on the premise that trust can come from the heart (affect-based trust) or the head (cognition-based trust) (McAllister, 1995; Lewis and Weigert, 1985). Specifically, we investigate the extent to which these two types of trust co-occur in Chinese versus American managerial networks. We also examine (a) cultural differences in how affect-based trust is associated with economic and friendship ties and (b) cultural differences in how the two types of trust depend on alter’s embeddedness in the focal manager’s network.  In the ensuing sections, we first develop hypotheses from the relevant research literatures. We then test these hypotheses using egocentric social network data collected from Chinese and American executives. 
THE DEVELOPMENT OF TRUST IN PROFESSIONAL RELATIONSHIPS
Affective and Cognitive Bases of Trust 

Research on trust in professional working relationships has identified common features of trust as well as distinguished the various ways it develops. A characteristic feature of trust is the 

willingness to make oneself vulnerable to the other person despite uncertainty regarding motives, intentions, and prospective actions (Kramer, 1999).  In this spirit, Mayer, Davis, and Schoorman (1995) define trust as “a willingness of a party to be vulnerable to the actions of another party based on the expectation that the other will perform a particular action important to the trustor, irrespective of the ability to monitor or control that party.” 
Yet trust researchers have also identified different bases on which trust develops, ranging from affective feelings to cognitive calculations (Lewicki and Bunker, 1996; Lewis and Weigert, 1985).  Many studies have found that a kind of trust arises from affective bonds and confidence in others develops along with concern for their welfare (Lewis and Weigert, 1985; Rempel, Holmes, and Zanna, 1985). On the other hand, another stream of research has found that trust develops from information about the other party’s competence and reliability (Bulter, 1991; Cook and Wall, 1980; Zucker, 1986). In a study of American managers, McAllister (1995) found support for this distinction. Results supported a two-factor structure that distinguished between cognition- and affect-based trust over a general one-factor structure of trust.
The distinction between cognition and affect-based trust is not restricted to the Western conceptualization of the trust construct.  Chinese scholarship has also discussed this distinction (Chen and Chen, 2004). Indeed, the Chinese translation of “trust” is the compound word “xing-ren.”  The first word “xing” refers to the trustworthiness of a person, with an emphasis on sincerity.  The central notion is that a sincere person is also likely to be trustworthy.  The second word “ren,” on the other hand, refers to the dependability or reliability of the other person in a relationship.  This Chinese conception of trust involves two elements that parallel those in the 

Western conceptualization of affect- and cognition-based trust (Chen and Chen, 2004).  
In a recent study of affect- and cognition-based trust, Chua, Ingram and Morris (2005) measured the two types of trust in American managers’ professional networks. As is conventional in network surveys, they also measured the different types of ties that a manager has to various alters in his or her network. These tie types code whether alter is a source of friendship, career advice, task advice, and economic assistance. Results indicated that although the two types of trust overlap considerably, they tend to develop in different kinds of relationships.  Specifically, cognition-based trust tends to develop in task advice or economic assistance ties.  Affect-based trust tends to develop in friendship ties.  Affect-based trust is fostered by the other’s degree of embeddedness whereas cognition-based trust is not.   
In the current research, we take the further step of investigating whether the surrounding cultural context changes the degree to which the two types of trust intertwine and the degree to which they depend on particular types of relational ties. For the sake of clarity, we will frame our arguments throughout the paper in terms of how the effects of various network variables on affect- and cognition-based trust is moderated by national culture. In other words, we treat trust as the effect of relationships although we acknowledge that relationships can also be the effect of trust. However, the key objective in this paper is on describing cultural differences in the social structure of trust.  Whether trust is the cause or the effect with respect to the other variables is of less importance to us than the moderating effects of culture. We will consider the question of causality in more detail in the discussion.
Cultural Differences 

In understanding how trust dynamics differ across Chinese and American professional networks, we draw on theories of cultural differences in norms of social interaction. Various scholars (e.g., Bond and Hwang, 1986; Yang, 1988; Yang, 1992) have argued that Chinese working relationships are characterized by familial collectivism.  This social interaction norm can be traced to the influences of Confucian ethics. Under this premise, the family is considered to be the basic unit for social structure and economic function. Specifically, not only does the family provide one with affect and social support, it can also be counted on for economic assistance.  Given that the Chinese people are acculturated in the familial-oriented norms in which affective relationships are tightly coupled with instrumental concerns, they tend to be highly sensitive to socio-emotional concerns when interacting with social others.  

The Chinese norm of affectively attentive interaction is not limited to the family unit but also extends to the work setting. For instance, a recent study by Sanchez-Burks and colleagues (Sanchez-Burks et al, 2003) found that Chinese participants were more attentive to indirect social cues than Americans in a work context. This suggests that Chinese businesspeople may be more likely to consider their affective connection with another person when deciding whether to do business with him or her.  Put differently, besides assessing the competence and past track records of this person, a Chinese manager would also take into account whether there is any socio-emotional bond between the two of them.  Thus, trusting work relationships tend to combine both instrumental and socio-emotional elements. This suggests that affect- and cognition-based trust in the Chinese culture are likely to be highly intertwined.
On the other hand, though the American culture does not preclude mixing friendship with business, there is considerable tension in blending these two kinds of relationship (Zelizer, 2005).  In addition, the legacy of the Protestant Ethic (Weber, 1903/1940) perpetuates the norm that it is unprofessional to inject affective concerns or friendship into work or business engagements.  In an extreme manifestation of this ideology, behavior at the workplace is supposed to be efficiency and effectiveness oriented yet impersonal. Thus, although socio-emotional concerns do co-exist with instrumentality in real-life American work settings, this co-occurrence does not come by effortlessly. Moreover, Silver (1990) argues that the Scottish Enlightenment forged a modern conception of friendship in Western Anglophone cultures in which true affect depends on a separation from instrumental concerns. In other words, instrumentality can limit the development of true affect and friendship.  For instance, in their study of Australian hotel managers, Ingram and Roberts (2000) found that “while they had friends among other hotel managers, these were not their closest friends.  The instrumental component probably limits them as vehicles for sentiment (418).”  
To the extent that instrumentality and affect in the same relationship can undermine each other, an American manager is less likely to concurrently build on both instrumental and socio-emotional basis of trust when developing trust in professional relationships. Therefore, we argue that although affect- and cognition-based trust have been found to co-occur in relationships among the American managers (McAllister, 1995), this co-occurrence is likely to be lower than that for Chinese managers.
Hypothesis 1:
Cognition-based trust and affect-based trust are likely to co-occur to a greater extent in Chinese managerial networks than in American managerial networks.
Economic ties and affect-based trust.  Drawing further on the idea that there is cultural tension in mixing affective closeness with instrumental relationships in the U.S., we argue that American managers will limit affective closeness with those on whom they depend for economic resources (e.g., budget allocations, financing, and personal loans etc).  As discussed earlier, the Western conception of friendship in the West is a relationship free of instrumental purposes (Silver, 1990). This separation is heightened when economic resources are at stake.  This is because unlike information and task advice, money is fungible and easily quantifiable.  Hence, it is more naturally the subject of specific exchange which involves an instrumental tone of interaction, rather than general exchange which involves a more affective tone (Flynn, 2005; Bearman, 1997; Sahlins, 1972).   
The tension between economic exchange and affective closeness is reinforced by the legal institutions surrounding American business.  For instance, rules of major securities and exchange commissions often require that business deals, compensations, perks, and other forms of financial payment involving individuals who have personal ties with key executives and decision makers be clearly disclosed.  Signs that a company provides financial and economic advantage toward individuals through personal ties usually raise red flags among investors. Failures to report such activities often turn into corporate scandals.  Such a business context should further increase American managers’ preference to keep arm’s length relationships with those who provide them with economic resources.

In short, because of the cultural tension in combining economic exchange and affectivity and because of the legal institutions that reinforce such tension, we expect that for American managers economic assistance ties will not increase affect-based trust.
Conversely, the familial collectivism orientation in the Chinese culture (e.g., Bond and Hwang, 1986) condones the blending of instrumental and affective relationships. In particular, ethnographers have noted the merging of affective closeness with economic dependence relationships (Hsu, 1953).  According to Whyte (1995,1996), the Chinese obligation to family and kin drives business, because people feel obliged to do business with kin. This tendency toward economic exchange in close relationships is also extended outside of one’s actual family to others who have become family-like. In particular, people who provide economic assistance (e.g., loans, jobs, investment opportunities etc) are accorded with a familial level of affective closeness. The relationship becomes personalized through invitations to family events such as dinners and birthday parties. In other words, economic dependence ties are overlaid with affective closeness. Hence, we contend that for Chinese managers, the presence of an economic dependence tie with a given individual should increase affect-based trust. More formally, we propose:-

Hypothesis 2a:  The presence of an economic dependence tie is more positively associated with affect-based trust for Chinese managers than for American managers. 
Friendship ties and affect-based trust.  Given that affect-based trust involves affective closeness and concern for the other, this form of trust tends to be associated with friendship relations (Chua, Ingram and Morris, 2005).  However, we expect that it hinges on friendship to a less extent in Chinese than American culture.  This is because, in the Chinese Confucian tradition, friendship is but one of the five cardinal relationships (father-son, husband-wife, elder brother-younger brother, sovereign-subject, and friend-friend) each of which is close in its own way (Hsu, 1953).  Although friendship implies closeness and thus engenders affect-based trust, a Chinese person often feels comparable levels of closeness in non-friendship ties to family members, teachers, and superordinates. Whereas an American might befriend a well-liked teacher or superordinate, a Chinese person become close to people in these roles without befriending them. The appropriate closeness to these individuals has the quality of admiration and reverence, rather than the symmetric status expectation of friendship.  Similarly, so as to preserve the status differential, one usually does not regard one’s subordinate as a friend. Instead, one is likely to adopt a paternalistic style or attitude when interacting with this younger person. In sum, friendship is but one of the many differentiated sources from which affect-based trust could develop from in the Chinese culture.  

By contrast, American cultural norms do not emphasize hierarchical roles nearly as much (Hofstede, 1980).  For example, it is acceptable to regard one’s teachers and superordinates as friends.  Hence, in this egalitarian culture, friendship should be coextensive with affective closeness generally.  Thus, we hypothesize that friendship covaries with affect-based trust to a greater degree in American managerial networks than Chinese managerial networks.

Hypothesis 2b:  The presence of a friendship tie is more positively associated with affect-based trust for American managers than Chinese managers.
Embeddedness and trust.  Finally, we consider the effect of an alter’s embeddedness on the level of affect- and cognition-based trust an ego has in that alter.  In the study by Chua, Ingram and Morris (2005), the more embedded an alter is in ego’s network, the higher the affect-based trust that ego has in the alter.  This is because the alter’s embeddedness increases ego’s perception of common group membership with him or her. This perceived common group membership increases social support (Totterdell, Wall, Holman, Diamond, and Epitropaki, 2004; Polister, 1980), thereby enhancing affect-based trust. Conversely, cognition-based trust is not affected by alter’s embeddedness. Rather, cognition-based trust should be influenced by specific task-oriented attributes such as alter’s competence.  
Is embeddedness connected to trust in the same manner in Chinese managerial networks?  We believe that the positive effect of alter’s embeddedness on affect-based trust holds for Chinese managers, just as it does for American managers.  However, we argue that alter’s embeddedness should also increase cognition-based trust in Chinese social networks.  One interesting feature of Chinese familial collectivism is that the Chinese people tend to strive for achievement and accomplish tasks through not only direct but also indirect relationships (Ho, 1976, 1998).  This is analogous to requesting one family member to procure the assistance of a different family member.  In the business context, Chinese managers cultivate ties not only toward those who directly hold the needed expertise or resources, but also toward others who are connected to these individuals.  These “connected” people are perceived as powerful not because of what they can directly offer but because of how they can influence others in their network.  Drawing on this analysis, we argue that when a given alter is highly connected to other members of ego’s network (i.e., high embeddedness), this person will be perceived as someone who can reliably deliver valued resources. This should increase the cognition-based trust ego has in this alter.
 Hypothesis 3:  Alter’s embeddedness in ego’s network will enhance ego’s cognition-based trust in alter for Chinese managers but not American managers.
METHOD
Research Setting and Participants 

We test the above hypotheses using network data collected from executives attending Executive-MBA courses in both China (specifically, Beijing, Shanghai, and Guizhou) and the United States.  The data we use in this paper represent part of a larger data set collected from the same respondents in a research program that investigate cross-cultural differences in managerial networks. A total of 143 Chinese managers (75% males) and 88 American managers (75% males) participated in this study.  The mean age of these participants was 36.  
For the American sample, the most common industries of employment for the participants were finance and banking (22%), information technology (20%) and consulting (17%).  Typically, the participants held managerial positions in large companies. For example, many were vice-presidents and assistant-vice presidents at internationally known banks and financial institutions or managers at prominent consulting firms.  Other participants held executive positions in smaller companies (e.g., CEO of a family printing business).  A smaller group of participants were professionals who had risen to supervisory or managerial positions (e.g., a PhD scientist who led a research project for a large pharmaceutical company).


 For the Chinese sample, the most common industries of employment for the participants were pharmaceutical/medical (45%), manufacturing (10%), and consulting (8%).  Many of these participants held general management positions (35%) while others were in sales/marketing (17%) and research and development (14%). 
Procedure

Participants completed a network survey as part of their course requirements.  The survey required participants (egos) to list up to 24 contacts (alters) whom they deemed as important in their professional networks.  These contacts could come from any context and need not be restricted to those at the workplace. For each contact listed, participants were asked to furnish details on the nature of their relationship (e.g., frequency of interaction and relationship duration).  Participants were also asked to indicate whether there were any relationships among the contacts they listed.  All the data were collected by having the participants directly enter their responses into an Excel spreadsheet during a class session.  Each participant was given feedback on his or her network profile as a form of debrief. 
Measures


Affect- and cognition-based trust.  Measures of affect- and cognition-based trust were adopted from McAllister’s study (1995) but modified to suit the current research context.  For affect-based trust, participants were asked to indicate on a five point scale the extent to which they felt comfortable going to each listed contact to (a) share their personal problems and difficulties and (b) share their hopes and dreams.  These items captured the extent to which the participant has confidence in the contact such that he or she is willing or comfortable to discuss personal issues with this contact.  For cognition-based trust, participants were asked to indicate on the same five point scale (1=not at all, 5=to a great extent ) the extent to which they could rely on each listed contact to (a) complete a task that contact has agreed to do for the participant and (b) have the knowledge and competence for getting tasks done. These items captured the reliability and dependability of the contacts. We used only two items for each type of trust mainly due to practical constraints.  Network surveys are often large and tedious to complete because participants have to answer the same set of questions as many times as the number of contacts listed.  To minimize participants’ fatigue, we included only the two most appropriate items from each trust scale.  
We conducted a factor analysis with varimax rotation on the four trust items.  Results indicate that the affect-based and cognition-based trust items load correctly onto two separate factors.  The factor loadings on the appropriate factors are all above 0.78 whereas those on the opposing factors are all below 0.36.  The two factors jointly extracted 82% of the total variance in the items.  In addition, the correlation between the two affect-based trust items is 0.70 while that between the two cognition-based trust items is 0.55, indicating reasonable reliability in these items. Similar factor structures were obtained when we conducted factor analysis separately for the Chinese and American samples.
Economic dependence and friendship ties.  Participants were asked to indicate in the network survey which of the following resources was obtained from each network member: (a) economic resources, (b) friendship and social enjoyment, (c) information or advice for getting tasks done, and (d) information on career guidance and opportunities.  Although our hypotheses focus only on economic dependence and friendship ties, we captured the other two types of exchange as controls since these are common in managerial interactions. The content of network ties were captured using dummy codes, i.e., coded “1” if the specific form of resource was being obtained from alter and “0” otherwise. 
Alter’s embeddedness.  Participants were asked to indicate whether any positive relationships (i.e., friendly and amiable relationships) exist among the listed alters by filling in a half-matrix where each cell represented the relationship between two alters. Alter’s embeddedness is the number of positive ties that exist between alter and the other network members, divided by the number of potential ties among these contacts (to standardize for the size of ego’s network).  We also collected data on negative relationships between alters, but these were very rare and did not have any systematic effect in the trust analyses.

Control Variables


Network size.  Network theories commonly assume that individuals have an (often implicit) relational capacity, and that the cognitive and emotional costs of maintaining relationships put an upper bound on the number of relationships any individual may effectively retain (e.g., Granovetter, 1973).  In our context, it is at least possible that individuals may have some limit to their capacity to add trusted others to their networks.  Conversely, larger networks might also engender trust, perhaps by providing ego with more relational experience.  For these reasons, we controlled for ego’s network size, which is operationalized as the total number of listed contacts in each participant’s network.  
Ego’s Gender.  Participant gender was controlled by way of a dummy variable. Males are coded “1” and females coded “0”.

Relationship Duration.  It is likely that the longer the relationship duration, the higher the trust.  This variable is captured in terms of the number of years ego has known each alter.

Frequency of Interaction. Although there are many ways in which trust could be developed (e.g., through third parties or institutions) (Zucker, 1986), one key way is through frequent interaction. The more often ego interacts with alter, the more ego learns about alter’s competence and reliability (Burt, 2005). In addition, stronger relational bonds can be forged. Hence, frequency of interaction should have direct positive impact on both cognition- and affect-based trust.  We measured frequency of interaction in terms of how often ego talks to the each alter in his or her network.  There were four options : (a) daily, (b) weekly, (c) monthly, and (d) not often.  Participants were asked to select only one of these options for each contact listed.  The responses were recoded into a single continuous variable whereby “4” represents daily interaction while “1” represents infrequent interactions. 


Alter Characteristics.  We controlled for whether alter is (a) within ego’s work unit, (b) not in ego’s work unit but within ego’s organization, and (c) outside ego’s organization. We also controlled for other demographic variables such as alter’s age, rank (higher, lower, or same rank), and whether there was any gender and race differences between alter and ego. 

Ego’s Industry and job function.  Because the participants in our study were Executive-MBA students, they came from different industries and held different job functions in their companies. To control for possible industry and job function effects, we obtained descriptions of the participants’ jobs from their entries in the class “facebook” and coded them into eight main industries (finance/banking, consulting, consumer products, medicine/pharmaceutical, media, manufacturing, information technology, and others) and eight main job functions (finance/accounting, sales/marketing, operations, general management, technical, business development, research and development, and others).  Indicator variables for these categories were used as controls in the regression analysis.  

ANALYSES

Our theory and data involve hierarchically nested variables.  Specifically, up to 24 dyadic relationships are nested within a given ego. Trust, our dependent variable, is conceptualized and measured at the dyadic level, as are other dyadic variables such as frequency of interaction and duration known.  In our data, trust was measured uni-directionally, i.e., we only assessed the extent to which ego trusts alter but not vice versa.  Other variables such as network size are higher level constructs and were measured at the network level for each ego.  

A methodological concern is the possible non-independence of observations, as each ego is associated with up to 24 alters in the analysis.  In response, we considered fixed- and random-effects models, two common alternatives for controlling for the influence of a given ego on multiple observations.  In our analyses, these approaches yield results which are comparable in all material ways.  We report results from random-effects models below, because these allow estimates for substantively important ego-level variables, particularly country and the size of ego’s network.  Random-effects models require the assumption that the random error associated with each cross-sectional unit (ego) is not correlated with other regressors. We tested this assumption using Hausman’s (1978) test and found it valid for both the analysis of affect- and cognition-based trust.
Table 1 shows the descriptive statistics and correlations among the key variables used in the current study.  Consistent with previous research involving affect- and cognition-based trust, the two types of trust are correlated at 0.46 (p<0.01),  suggesting that although affect- and cognition-based trust overlap, they are not identical.  Because the two types of trust are positively correlated, we controlled for the other type of trust when a given type of trust is the dependent variable.   
------------------------------------------------------------------------------------------------

INSERT TABLE 1 ABOUT HERE

------------------------------------------------------------------------------------------------
RESULTS
Table 2 reports the regression results.  In Models 1 to 4, affect-based trust is the dependent variable whereas in Models A to D, cognition-based trust is the dependent variable. We will examine each model in turn as we consider the hypotheses.
------------------------------------------------------------------------------------------------

INSERT TABLE 2 ABOUT HERE

------------------------------------------------------------------------------------------------
Model 1 in Table 2 is the base model which includes all the key variables and control variables.  Consistent with past research (Chua, Ingram, and Morris, 2005), friendship tie is positively related to affect-based trust (β=0.62;p<0.01) whereas economic dependence tie is not (β =0.01;p≈ 0.67).  Alter’s embeddedness also has a direct positive effect on affect-based trust (β =0.21; p<0.01).

Model 2 adds the country x cognition-based trust interaction term. The results indicate that the coefficient for the country x cognition-based trust interaction (β = -0.09; p<0.01) is significant and negative.  Since we coded the country variable as 1 for United States and 0 for China, this implies that the interdependence between cognition-based trust and affect-based trust is stronger in the Chinese context than in the American context. Hence, the hypothesis that the co-occurrence of the two types of trust is higher in Chinese culture than in American culture (hypothesis 1) is supported.  Interestingly, this additional term brings about a significant country main effect on affect-based trust (β =0.39; p<0.01), suggesting that Americans managers generally reported higher affect-based trust in their network members than Chinese managers.  However, as we shall see in subsequent models, this effect disappears when other country interaction effects are added.
To test hypotheses 2a and 2b, Model 3 in Table 2 adds four country-by-tie content interaction terms. They are namely, country x economic dependence tie interaction, country x friendship tie interaction, interaction country x task advice tie interaction, and country x career information and guidance tie interaction.  We added all four interactions although we only have hypotheses for two of them because the other two types of ties (task advice and career information and guidance) are common in managerial interactions, and it is important to control for possible country interaction effects arising from these ties. The results indicate a significant country x economic dependence tie interaction (β = -0.21; p<0.01). The negative coefficient suggests that Chinese managers are more likely than American managers to have affect-based trust in those whom they depend on for economic resources. Subsequent analysis indicates that economic dependence tie is positively associated with affect-based trust for Chinese managers but negatively associated with affect-based trust for American managers.  Hence, there is partial support for hypothesis 2a. The negative relationship between economic dependence ties and affect-based trust for the American sample is interesting.  With the spate of corporate scandals in recent years, one speculation is that American managers are now especially careful in dissociating personal concerns from financial matters.
There is also a significant country x friendship tie interaction (β =0.45; p<0.01).  The positive coefficient suggests that friendship ties are more associated with affect-based trust for Americans than for Chinese. Given that the main effect of friendship ties on affect-based trust remained positive and significant (β =0.46; p<0.01), hypothesis 2b is supported.  There are no significant country interaction effects for the other two types of tie (task advice and career information and guidance).
To assess whether there is any country effect on the impact of alter’s embeddedness on affect-based trust, we fitted a fourth model.  In Model 4, we simply added a country x alter’s embeddedness interaction term to Model 3 in which affect-based is the dependent variable.  The results indicate a marginal country interaction effect (β =0.21; p<0.1), indicating that the effect of alter’s embeddedness on affect-based trust might be stronger for American managers than for Chinese managers. Separate analysis of each country’s sample showed that alter’s embeddedness enhances affect-based trust significantly for both Chinese and American managers.  
To assess the country effect on the impact of alter’s embeddedness on cognition-based trust, we fitted a series of models (Models A to D in Table 2) whereby cognition-based trust is the dependent variable. Except for controlling for the appropriate type of trust and country x trust interaction, all other independent variables in Models A to D are the same as that for Models 1 to 4 respectively.  We presented Models A to C for completeness although we do not have any hypotheses that could be assessed from these models.  Of particular interest is Model D since this model corresponds directly with Model 4.  The results from Model D indicate a significant negative coefficient for the country x alter’s embeddedness interaction term (β = -0.37; p<0.01). There is also a positive main effect of alter’s embeddedness on cognition-based trust (β =0.24; p<0.01). Separate analysis of each country’s sample indicate that whereas alter’s embeddedness increases cognition-based trust significantly for Chinese managers, there is no such effect for American managers. Thus, hypothesis 3 is supported.

To see if these hypothesized country interaction effects still remain after other meaningful country interactions are controlled for, we conducted further analysis by adding country x duration known, country x frequency of interaction, and other country x alter’s characteristic (i.e., rank, gender difference, race difference, etc)  interaction terms to all eight models.  Results indicate that, controlling for these additional interactions, effects predicted by hypotheses 1 to 3 remained significant in the expected direction.  

Finally, it is worth noting that the R square values for the models are rather sizable (0.39 to 0.41 for affect-based trust and 0.29 to 0.30 for cognition-based trust). This suggests that the current study is accounting for a large amount of the variance in whom people trust in their social networks.
DISCUSSION 
Trusting relationships are indispensable in the conduct of business. However, there are important cultural differences in the ways in which trust is derived from one’s professional network relationships.  Drawing on the notion of familial collectivism in Chinese business settings, we hypothesized and found that cognition- and affect-based trust are more likely to co-occur in Chinese executives’ network relationships than in those of their American counterparts. Whereas Chinese managers have increased affect-based trust in those on whom they economically depend, American managers have reduced affect-based trust in such individuals.  Also, American managers are more likely than Chinese managers to derive affect-based trust from friendship ties.  Finally, embeddedness appears to be more important for Chinese than Americans in that it increases both cognition- and affect-based trust for Chinese managers but solely affect-based trust for American managers. In the following sections, we discuss theoretical and practical implications of these findings.
Theoretical Implications

Many business and organizational researchers have written about guanxi as if it were an uniquely Chinese way of developing trust in relationships (e.g., Hung, 2004; Vanhonacker, 2004). Others reduced the phenomenon of guanxi to the Western notion of networking (e.g., Wellman, Chen and Dong, 2001).  Our research takes a middle path of drawing on Western concepts and methods to reveal the differences and similarities in the way trust develops in American and Chinese networks. By drawing on the distinction between affect- and cognition -based trust, we have found that the social structure of trust in Chinese managerial relationships is different from that in American managerial relationships in ways consistent with arguments about guanxi and familial collectivism.

First, the social location of affect-based trust seems to differ between Chinese and American networks.  Specifically, affect-based trust is more likely to co-occur with cognition-based trust in Chinese networks than in American networks.  This result is consistent with Sanchez-Burks et al’s (2003) finding that Chinese are more likely to mix socio-emotional concerns with instrumental concerns than Americans in the workplace. To verify this parallel, we conducted additional analyses on our network data. Specifically, we created a new variable called “thick tie” to represent a connection between ego and alter that combined friendship tie with one or more of the other three types of more instrumental ties (i.e., economic dependence, career guidance, and task advice). This new variable (coded “1” for the presence of a thick tie and “0” otherwise) was regressed on the country variable using probit maximum likelihood estimation, controlling for all alter characteristics, degree of embeddedness, affect- and cognition-based trust, and country x trust interactions.   The results indicated that Chinese managers are indeed more likely to have thick ties compared to American managers (β = - 0.54; p=0.08).
Taken together, these findings speak to the observation that personal connections continue to play a critical role in the Chinese business context even as China improves her regulatory infrastructure to facilitate business transactions. Since our Chinese sample were collected from highly developed Chinese cities such as Shanghai and Beijing where business and legal regulations are more comprehensive than in other less developed cities, we believe that this suggests that the Chinese people’s emphasis on socio-emotional ties stem from more socio-cultural roots rather than the result of having to deal with a poorly regulated business environment.  Furthermore, in Chinese guanxi networks, affect-based trust is comparatively fostered more through ties of economic dependence and less through ties of friendship.  This finding supports the notion that social interaction in the Chinese business context is governed by the cultural norms of familial collectivism.  
Second, indirect ties appear to play a larger role in Chinese guanxi networks than American social networks.  Specifically, the more embedded a given network member is, the higher the cognition-based trust a Chinese manager has in him or her. There is however no such effect for American managers.  In other words, in the Chinese culture, a highly connected individual is considered to have high reliability because of his or her capacity to tap connections. The cultural expectation that indirect connections can be used for instrumental purposes means that Chinese managers experienced cognition-based trust toward the most connected individuals in their networks.

Although Chinese guanxi networks can be differentiated from American social networks, our results suggest that guanxi networks also share many similarities with American social networks. For instance, regardless of culture, cognition-based trust but not affect-based trust is associated with task advice ties.  Also, career guidance tie is associated with both types of trust for both Chinese and American managers. In terms of structural properties, alter’s embeddedness increases ego’s affect-based trust irrespective of culture. 

Practical Implications


Two key practical implications can be drawn from our study.  First, because the norm of familial collectivism is deep-rooted in Chinese societies, socio-emotional relationships are usually not cleanly separated from instrumental relationships. Thus, it is neither uncommon nor inappropriate to achieve instrumental ends through existing personal relationships. Conversely, relationships that begin as purely instrumental and task-oriented exchanges can be quickly overlaid with affective elements.  Understanding this aspect of Chinese networking behaviour can greatly reduce culture shock and frustration among foreign businesspeople in China.  For instance, practices (e.g., personal considerations being factored into business decisions) which may be construed as corrupt in the eyes of the Westerners may not be so in the eyes of the Chinese people.  The ability to understand and deal with such cultural differences is critical for business success in China.
Second, our research suggests that in the Chinese business environment, a person’s degree of embeddedness in a social network conveys information pertaining to not only the affective aspect of trustworthiness but also the more instrumental aspects of trustworthiness. Specifically, the more well-connected an individual is in a focal manager’s professional network, the more likely this manager is to trust that he or she is reliable and competent in getting things done. Such form of trust is especially important as it facilitates cooperation and enhances efficiency during business transactions.  Thus, when cultivating business relationships in China, a manager may want to know as many people in the Chinese counterpart’s network as possible.  In other words, it may not be sufficient to just interact with the person with whom one wants to do business. One also needs to get acquainted with the other people in this person’s social network as that could greatly improve one’s level of perceived trustworthiness.  
Limitations

An inherent problem in cross-sectional analyses such as those used in our study is that of determining the direction of causality.  In the current study, this problem is more relevant for hypotheses 2b and 2b rather than hypotheses 1 and 3.  For hypothesis 1, both dependent and independent variables are different types of trust, and our hypothesis concerns the co-occurrence of these two types of trust rather than causality between them.  In addition, we fitted regression models wherein a different type of trust is separately used as the dependent variable and found the same results (see country x affect-based trust interaction terms for Models A to D in Table 2).  Hence, the issue of causality direction is not a concern here.  For hypothesis 3, we believe that the network structure that surrounds alter is more likely to be a cause rather than a result of ego’s trust in alter.  Although the reverse is not impossible (i.e., ego’s trust in alter influences the degree of embeddedness of alter in ego’s network), any argument proposing such a causal path is likely to be rather tortuous and disconnected from extant theories of trust and networks.

In contrast, for hypotheses 2a and 2b, we cannot be certain whether the presence of economic dependence and friendship ties drive the degree of affect-based trust or the other way around. The causality could be reciprocal, e.g., managers are likely to seek friendship from those whom they affectively trust, which in turns further strengthens such trust.  However, we are not particularly troubled by the likelihood of a complex causal relationship between relational characteristics such as friendship and economic resource ties and trust.  This is because our key research interest is in understanding the moderating effects of national culture on the relationships between trust and the type of ties, rather than these relationships themselves.  In sum, although the direction of causality is an issue that needs to be carefully considered for cross-sectional studies like this one, determining the direction of causality is not critical to answering our research questions about cultural differences in the social structure of trust.
Future Research Directions


In this paper, we only explored the social structure of trust when comparing Chinese guanxi networks with American social networks. However, guanxi networks also entail other important dimensions such as reciprocity, obligation, and indebtedness among network actors.  Specifically, guanxi does not just bring about increased trust and access to valuable resources, it involves liabilities as well.  By using one’s personal connections to achieve some instrumental ends, one immediately incurs an obligation to reciprocate when the need arises. Future research should examine the effect of network ties and structural properties on interpersonal obligation and perceived indebtedness to network members.

In addition, future research should further investigate the role of indirect ties in Chinese guanxi networks. Although scholars have theorized about Chinese people achieving instrumental ends through indirect relationships (e.g., Ho, 1976, 1998), there has been no systematic empirical work to date that examines this phenomenon. Some interesting questions include:- how does a focal individual learn about the network connections or non-connections of his or her network members (Janicik and Larrick, 2005)? Is there some kind of social network schema involved? Are there cultural differences in the way these schemas are formulated and used? Future research may also look at relevant network structural properties such as the structural equivalence of the actors involved.

Another area worth investigating is the validity of alternative models of guanxi. In particular, one popular view of guanxi is that the essence of guanxi lies in relationships based on common grounds such as sharing similar institutions (e.g., schools, village, work unit etc) (Tsui and Farh, 1997; Farh, Tsui, Xin, and Cheng, 1998).  Is this what differentiates Chinese guanxi networks from social networks in other cultures?  Or is it that guanxi involves a familial pattern of personalized, embedded relationships? To date, there has been no research that explicitly compares competing models of guanxi.  Future work that takes up this challenge is likely to make significant contributions to the literature.

Lastly, it would be interesting and important to examine whether the gradual adoption of Western managerial practices (e.g., handling conflict by separating socio-emotional and instrumental relations) in China will change the way personal ties are used in the business context. For instance, Chen, Chen and Xin (2004) found that Chinese employees resent some kinds of favoritism as a function of connections. Specifically, employees have lower trust in managers who favored a nephew or a hometown fellow, but not managers who favored a close friend or college schoolmate. Future research should continue this investigation into perceptions of fairness or legitimacy of the use of guanxi ties in order to determine which perceptions are malleable and which are more deeply ingrained.

Conclusion


Both Chinese and Western scholars have argued that trust is an important ingredient in social networks (e.g., Yeung and Tung, 1996; Kao, 1993; Burt, 2005).   In this paper, we used a trust perspective to examine cultural differences between Chinese and American managerial networks.  We shed light on the phenomenon that Chinese prefer to work with those whom they have personal ties with by showing that cognitive and affective bases of trust are comparatively more intertwined in Chinese networks.  Our research also highlights cultural differences in the role of embedded relationships in building trust. These results collectively help advance our understanding of guanxi and Chinese networking behavior. 
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TABLE 1 : DESCRIPTIVE STATISTICS AND CORRELATION 





Mean
SD
Min
Max
   1
   2
  3
  4
   5
   6
  7
 

1.   Affect-based Trust      



3.03
1.22
1
5
 1.00

2.   Cognition-based Trust



3.69        1.11       1
5
 0.46
 1.00


      
3.   Friendship 




0.62
0.48
0
1
 0.32
 0.11
1.00

4.   Task Advice 




0.52        0.50
0
1
-0.03
 0.10
-0.05
 1.00

               5.   Economic Dependence


0.21
0.41
0
1
-0.03
 0.05
-0.14
-0.04
 1.00

     
6.   Career Information and Guidance
               0.36
0.48
0             1
 0.14
 0.18
-0.01
 0.03
 0.04
 1.00 


7.   Alter of higher rank than Ego 

     
0.34
0.48
0             1
-0.07
 0.12
-0.14
 0.03
 0.17
 0.27
 1.00

8.   Alter of lower_rank than Ego     

0.26
0.44
0             1
 0.01
-0.06
 0.03
 0.05
-0.09
-0.26
-0.43
9.   Alter is of different Gender from Ego     
     
0.28
0.45
0             1
-0.03
 0.06
 0.00
 0.06
 0.01
 0.01
 0.00
10. Alter is of different Race from Ego

0.09
0.29
0             1
-0.03
 0.08
-0.06
 0.04
 0.00
 0.09
 0.06
     
11. Alter’s Embeddedness
 


0.34
0.28
0             1
-0.01
 0.05
-0.01
 0.22
-0.02
-0.10
-0.01
  
12. Frequency of interaction
 

2.42
1.02
1             4
 0.18
 0.10
 0.00
 0.22
 0.05
-0.08
-0.18
13. Duration known

     

7.85
7.92
0            53
 0.28
 0.05
 0.19
-0.17
 0.04
 0.02
-0.02

  
14. Network size




22.89     
2.85
5            24
 0.04
 0.07
 0.03
-0.02
 0.02
-0.06
-0.05

   
15. Ego’s gender

 
     

0.75     
0.43
0             1
 0.04
-0.03
-0.03
-0.02
 0.01
-0.03
-0.02

    
16. Alter in ego’s work unit       


0.21
0.41
0             1
-0.06
 0.01
-0.09
 0.24
-0.01
-0.11
-0.12

  
17. Alter not in ego’s work organization

0.55     
0.50
0             1
 0.15
 0.01
 0.17
-0.31
 0.01
 0.11
 0.04

    
18.  Alter’s age     



39.69     
9.47        5          91
-0.01
 0.06
-0.13
-0.07
 0.17
 0.15
 0.41
             



  8     
  9     
  10    
  11      
   12      
   13     
  14     
  15     
  16
  17            18        

8.   Alter of lower_rank than Ego     

 1.00


9.   Alter is of different Gender from Ego     
   
 0.02
 1.00
            

10. Alter is of different Race from Ego

-0.04
 0.09
 1.00            

     
11. Alter’s Embeddedness



 0.12
 0.03
-0.01
 1.00          

  
12. Frequency of interaction


 0.25
 0.06
-0.01 
 0.28
 1.00            

 

13. Duration known
     


-0.02
-0.03
-0.11
-0.08
-0.09
 1.00






  
14. Network size




 0.06     
-0.01
-0.12 
-0.08
-0.04
 0.06
 1.00
 

   
15. Ego’s gender


     

 0.03     
-0.31
-0.02
 0.03
-0.02
 0.03
 0.02
 1.00
 
 

16. Alter in ego’s work unit       


 0.31
 0.04
 0.06 
 0.27
 0.40
-0.20
-0.01
-0.02
 1.00
          
  

  
17. Alter not in ego’s work organization

-0.22     
-0.05
-0.05
-0.40
-0.40
 0.28
-0.02
 0.01 
-0.58
 1.00
            

    
18. Alter’s age     



     
-0.28     
-0.06
 0.02
-0.05
-0.17
 0.25
-0.05
 0.02
-0.17
 0.12       1.00 

TABLE 2 : RANDOM EFFECTS REGRESSION ON AFFECT
AND COGNITION-BASED TRUST

	
	Model

	Dependent Variable
	Affect-based Trust
	Cognition-based Trust

	
	1
	2
	3
	4
	A
	B
	C
	D

	Intercept
	-0.65*
(0.30)
	-0.81*
(0.31)
	-0.73*
(0.31)
	-0.77*
(0.32)
	2.17**

(0.32)
	2.01**
(0.32)
	2.00**
(0.33)
	2.05**

(0.33)

	Key Variables

Country

	0.05
(0.10)
	0.39**
(0.16)
	0.26+
(0.16)
	0.20
(0.16)
	0.25*

(0.11)
	0.65**

(0.13)
	0.64**

(0.13)
	0.74**

(0.14)

	Cognition-based Trust


	0.44**

(0.01)
	0.47**

(0.02)
	0.48**

(0.02)
	0.48**

(0.02)
	N.A.
	N.A.
	N.A.
	N.A.

	Affect-based Trust


	N.A.
	N.A.
	N.A
	N.A.
	0.30**

(0.01)
	0.36**

(0.01)
	0.36**

(0.01)
	0.36**

(0.01)

	Economic Dependence Tie
	0.01
(0.03)
	0.01
(0.03)
	0.08*
(0.04)
	0.08*
(0.04)
	0.07**

(0.03)
	0.07**

(0.03)
	0.11**
(0.03)
	0.11**

(0.03)

	Friendship Tie
	0.62**
(0.03)
	0.63**

(0.03)
	0.46**

(0.04)
	0.46**

(0.04)
	0.01

(0.03)
	0.03

(0.02)
	0.01

(0.03)
	0.01

(0.03)

	Task Advice Tie


	0.02

(0.03)
	0.02

(0.03)
	-0.03

(0.04)
	-0.02

(0.04)
	0.20**

(0.02)
	0.22**

(0.02)
	0.20**

(0.03)
	0.18**

(0.03)

	Career Guidance Tie


	0.24**

(0.03)
	0.24**

(0.03)
	0.21**

(0.04)
	0.21**

(0.04)
	0.12**

(0.02)
	0.13**

(0.02)
	0.12**

(0.03)
	0.12**

(0.03)

	Alter’s Embeddedness
	0.21**
(0.07)
	0.20**
(0.07)
	0.20**
(0.07)
	0.13+
(0.08)
	0.11*

(0.06)
	0.11*

(0.06)
	0.11*

(0.06)
	0.24**

(0.07)

	Key Country Interactions
Country x Cognition-based Trust


	-
	-0.09**

(0.03)
	-0.12**

(0.03)


	-0.12**

(0.03)
	N.A.
	N.A.
	N.A.
	N.A.

	Country x Affect-based Trust
	N.A.
	N.A.
	N.A.
	N.A.
	-

	-0.13**
(0.02)
	-0.14**
(0.02)
	-0.14**

(0.02)

	Country x 

Economic Dependence Tie
	-
	-
	-0.21**

(0.06)
	-0.22**

(0.06)
	-
	-
	-0.11*

(0.05)
	-0.09*

(0.05)

	Country x Friendship Tie

	-
	-
	0.45**

(0.06)
	0.46**

(0.06)
	-
	-
	0.05

(0.05)
	0.04

(0.05)

	Country x Task Advice Tie

	-
	-
	0.07+

(0.06)
	0.06

(0.06)
	-
	-
	0.05

(0.05)
	0.07+

(0.05)

	Country x Career Guidance Tie


	-
	-
	0.03

(0.05)
	0.03

(0.05)
	-
	-
	0.04

(0.05)
	0.04

(0.05)

	Country x Alter’s Embeddedness


	-
	-
	-
	0.21+

(0.14)
	-
	-
	-
	-0.37**

(0.12)

	Control Variables

Network Size
	0.03**

(0.01)
	0.03**

(0.01)
	0.03**

(0.01)
	0.03**

(0.01)
	0.00

(0.01)
	0.00

(0.01)
	0.00

(0.01)
	0.00

(0.01)

	Ego’s Gender


	0.05

(0.09)
	0.03

(0.10)
	0.05

(0.09)
	0.05

(0.09)
	-0.01

(0.10)
	-0.01

(0.10)
	-0.01
(0.11)
	-0.02

(0.11)

	Duration known
	0.03**

(0.00)
	0.03**

(0.00)
	0.03**

(0.00)
	0.03**

(0.00)
	0.00

(0.00)
	0.00
(0.00)
	0.00

(0.00)
	0.00

(0.00)

	Frequency of Interaction
	0.24**

(0.01)
	0.24**

(0.01)
	0.24**

(0.01)
	0.24**

(0.01)
	0.05**

(0.01)
	0.05**

(0.01)
	0.05**

(0.01)
	0.05**

(0.01)



	Alter Characteristics

Alter in different org from Ego
	0.32**

(0.03)
	0.32**

(0.03)
	0.30**

(0.03)
	0.30**

(0.03)
	0.04

(0.03)
	0.04+

(0.03)
	0.04+

(0.03)
	0.04+

(0.03)

	Alter in same unit as Ego
	-0.11**

(0.03)
	-0.11**

(0.04)
	-0.19**

(0.04)
	-0.10**

(0.04)
	0.03

(0.03)
	0.03

(0.03)
	0.03

(0.03)
	0.03

(0.03)

	Alter of higher rank than Ego
	-0.20**

(0.03)
	-0.21**

(0.03)
	-0.19**

(0.03)
	-0.19**

(0.03)
	0.18**

(0.02)
	0.18**

(0.02)
	0.18**

(0.02)
	0.18**

(0.02)

	Alter of lower rank than Ego
	0.04
(0.03)
	0.04
(0.03)
	0.04
(0.03)
	0.04
(0.03)
	-0.08**
(0.03)
	-0.07**

(0.03)
	-0.07**

(0.03)
	-0.07**

(0.03)

	Alter’s Age
	-0.004**
(0.00)
	-0.004*

(0.00)
	-0.004*

(0.00)
	-0.004*
(0.00)
	0.002+
(0.00)
	0.002

(0.00)
	0.002+

(0.00)
	0.002+

(0.00)

	Gender Difference between Ego and Alter
	-0.09**

(0.03)
	-0.09**
(0.03)
	-0.08**
(0.03)
	-0.08**

(0.03)
	0.09**

(0.02)
	0.08**

(0.02)
	0.08**

(0.02)
	0.08**

(0.02)

	Race Difference between Ego and Alter
	-0.06
(0.05)


	-0.07+
(0.05)


	-0.07+
(0.05)


	-0.07+
(0.05)


	0.09*

(0.04)
	0.07*

(0.04)
	0.07*

(0.04)
	0.07*

(0.04)

	
	
	
	
	
	
	
	
	

	No. of Dyadic Observations
	5035
	5020
	5020
	5020
	5035
	5030
	5030
	5030

	Overall Model R2
	0.39
	0.39
	0.41
	0.41
	0.29
	0.30
	0.30
	0.30


Note 1: Control variables for industry and job function are not presented due to space constraint. 
Note 2: Above reported coefficients are unstandardized. Standard errors are reported in parentheses.
+  p<=0.1    * p<=0.05    ** p<= 0.01



















� Country is coded 1 for United States and 0 for China
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