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INTRODUCTION

Therole of risk taking in building trust reations has been largely overlooked in the burgeoning
literature on trust in the socid sciences (add cites— Cook 2001 €c.), yet it is centrd to understanding
how trust develops. In the aisence of monitoring and the sanctioning of opportunigtic behavior
trugting dways involves some risk.  We define trust building as the process through which socid
interaction opportunities involving risk are trandformed into trugt reaions in which the people
involved cometo trust each other and honor that trust. How does this hgppen?

We argue that asaries of risk taking behaviorsisindigoensable to building atrust relation (Blau
1964, Holmes and Rempd 19xx). In atypica trust building scenario, two people redize they can
potentidly gain from engaging in socid exchange. The exchange may take the form of going out on a
date, inviting someone home for a pleasant conversation, or even engaging in abusiness transaction.
Each person knows that she will gain from engaging in an exchange with a potentid partner if thet
partner turns out to be trustworthy.  Yet, there is dways the risk of potentid loss if the partner turns
out not to betrustworthy.

Typicdly there is no a priori bads on which to expect trustworthy behavior from a new
potentid exchange partner. In addition, there is often no regulatory agency to control behavior and
initidly no information about the reputations of potentid exchange partners. Moreover, monitoring
and sanctioning is usudly too cogtly. Under these conditions few rationd people would engage in
exchange thus the bendfits that could potentialy be obtained from mutud exchange are never
redized.

In Stuations in which there is the dear risk of opportunism, a trust reation in which one can
expect trusworthy behavior from another becomes a highly vauable commodity. And, such atrust
relation is too vauable to jeopardize by engaging in the kind of myopic opportunistic behavior that
generates short-term gain but blocks the possibility of building along-term rdaionship. If you havea
trustworthy friend or business partner who religbly actsin atrustworthy manner, you would not want
to lose her as an exchange partner. Thisimpliesthat atrust rdation is self-sugtaning in the sense that
each person has an incentive to maintain the reaionship once it develops (Blau 1964, Hardin 2002).
Unilaterdly untrustworthy behavior in an exchange stuation destroys the opportunity to obtain the
benefit of being ableto trugt others.



