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Abstract

Following recent critiques of theoretical and empirical work in individualism/ collectivism, this paper tests the assumption that for members of collectivist cultures, increasing the number of in-group linkages with a potential trustee will have a positive, linear effect on initial trust development within the context of an inter-firm alliance.  Analysis of the data found that voluntary in-group linkages (trustor and trustee were alumni of the same university) had positive effects on initial trust development.  Conversely, family in-group linkages had negative effects trust development.  These results suggest the need for a more nuanced understanding of in-group effects, informed by theory on particularism, that accounts for the nature of the in-group linkages and the context for the proposed trust behavior.
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Introduction

Several papers have pointed out limitations to existing work on collectivism (e.g., Valdiney, Clemente, & Espinosa, 2003; Voronov & Singer, 200).  This paper proposes that one way to address some of these limitations is to add implications from theory on particularism to get a more nuanced understanding of collectivism.  One reason for this suggestion is the finding that collectivist cultures tend to also be particularist (Branzei, Vertinsky, & Camp, 2003; Smith, Dugan & Trompenaars, 1996).  Specifically, this paper will develop and test the idea that the context for a relationship leads to differential in-group effects on initial trust development for collectivist/particularist trustors within the context of inter-firm alliances, such as joint ventures (JVs).  

Collectivist cultures sensitize members to group boundaries.  In these cultures the goals and needs of the group are held to be at least as important as the goals and needs of the individual (Hofstede, 1980; Trompenaars, 1993).  Particularism pertains to a culture’s orientation toward how the world is known and is the basis for interpersonal behavior, including social obligations (Trompenaars, 1993).  In particularist cultures, specific contexts and personal relationships are the basis for sensemaking.  
Within collectivist cultures, informal social structures are at the core of trust development (Markus & Kitayama, 1991).  Strong collectivist programming, reinforced by strong informal sanctions, effectively deters opportunistic behavior.  These informal social structures encourage individuals to rely significantly on group membership for initial trust development.  Collectivst culture affects the use of groups to signal an appropriate level of behavioral trust in three ways:  the extent to which there is agreement regarding correct action; the extent to which individuals behave according to norms; and the extent to which society can effectively punish deviation from norms.  

The literature suggests that in collectivist cultures group membership will be a strong basis for initial trust development.  First, within collectivist cultures there is strong agreement as to what constitutes appropriate behavior (Hofstede, 1980; Hofstede & Bond, 1984; Kollock, 1994; Pelto, 1968; Smith & Bond, 1993; Triandis, 1989; Trompenaars, 1993; Yamagishi, Kikuchi, & Kusugi, 1999).  Within groups, relationships are bound by short, relatively clear sets of acceptable behaviors (Larson, 1992; Rousseau, Sitkin, Burt, & Camerer, 1998).  These norms emphasize shared group goals and obedience, reliability and proper behavior
 (Triandis, 1989).  Parents and teachers emphasize that norms do not just represent better ways to behave; they represent the only accepted ways to behave
 (Markus & Kitayama, 1991).  Second, because self-identification tends to be deeply rooted in in-group membership (Hagen & Choe, 1998; Hofstede, 1980; Markus & Kitayama, 1991; Triandis, 1994) and behavior is driven by the interaction of “self-in-relation-to-other” rather than strictly by internal states (Markus & Kitayama, 1991) individuals are more likely to behave according to their groups’ norms.  Finally, the nature of social structures in collectivist cultures makes it easy to effectively punish deviant behavior.  Collectivist social networks are tightly coupled, allowing for a high level of mutual monitoring and rapid dissemination of information within the group (Hagen & Choe, 1998; Hofstede, 1980; Triandis, 1994).  Reports on trustees within the network are frequent, rapid, salient, and important (Meyerson, Weick, & Kramer, 1996; Milliman & Fugate, 1988; Strub & Priest, 1976; Yamagishi & Yamagishi, 1994).  Collectivist groups also have a low tolerance for idiosyncratic behavior (Rousseau, et al., 1998) and are willing and able to ostracize deviant members.  

Furthermore, limited mobility increases the effectiveness of social punishments.  Given the importance of group membership in a collectivist’s self-identity, social sanctions, such as ostracism, can be devastating (Yamagishi & Yamagishi, 1994).  In collectivist cultures there often are few opportunities for “deserters” of commitment relations (Hofstede & Bond, 1988; Triandis, 1989; Yamagishi, et al., 1999).  For example,

“The stability of inter-organizational as well as interpersonal relations in Japanese society makes exploitative, short-term profit maximizing behavior less profitable than in American society because those who desert a relationship for quick money will have a harder time in Japan finding another relationship in which to enjoy an equally comfortable life.  In other words, the stable nature of social and organizational relations reduces the social uncertainty and thus makes people feel secure inside such relations” (Yamagishi, et al., 1999, p. 157).  

Multiple Group Referents

Collectivist cultures are characterized by a hierarchical series of concentric relationships that form the basis for in-group membership.  Family, school class, company/employer (Bond, 1986; Kim & Gudykunst, 1988) and nationality (Gerlach, 1992) are all dimensions along which in-group status can be determined across collectivist cultures. 

The greatest distinction between these collectivist cultures may be whether in-groups are based primarily on the family or whether they can also be based on voluntary group affiliations (Gerlach, 1992; Triandis, 1989).  In cultures structured around voluntary group memberships, the core in-group for business relationships is one’s own company (Gerlach, 1992; Hoecklin, 1995).  There then follows a series of hierarchical relationships based on extent of connections with the company.  In Japan, these extended in-groups start with vertical keiretsu partners and build out to impersonal market relationships (Gerlach, 1992).  Simultaneously, though, voluntary-collectivist cultures define a series of in-groups based on connections to the individual trustor.  These connections include nationality and regional origins and affiliations, family connections, as well as voluntary connections, e.g., schools attended (Triandis, 1995).  

Dolan and Worden (1992) assert that in Japan an important function of intermediaries in introducing potential business partners is that they provide the trustor with information as to who will enforce the trustee’s long-term cooperation
.  The trustor can assume that personal connections will serve as a source of discipline (Gerlach, 1992).  By implication, the greater the number of in-group links, the greater the amount of discipline, and therefore the greater the levels of confidence, intentional trust, and behavioural trust.

Japanese firms tend to choose a trade partner within a circumscribed group….  Many Japanese will only deal with parties that can submit recommendations from respected third parties.  The introduction verifies both that the party has acted in ways considered honorable within the world of reputable firms and that it will be subject to the sanctions of the third party if it tries to act dishonorably in the future (Kojima, 2000, p. 76).

That is, Japanese trustors rely on some definition of “we” or “inside” to determine who should be trusted.  These groups define who is inside and who is out.  For the Japanese, “uchi [inside] can refer to the individual, the family, a work group, a company, a neighbourhood, or all of Japan” (Dolan & Worden, 1992, p. 111).  These groups are based on local social networks of family, friendship, and community ties, such as schools (Condon, 1984; Gerlach, 1992), as well as business networks such as keiretsu (Lincoln, Gerlach, & Ahmadjian, 1996).  Generally, in-group members are trusted while outsiders are not, because of the ability of networks of personal relationships to exert corporate control on members (Doremus, Keller, Pauly, & Reich, 1998; Yamagishi, et al., 1999).  

An important element of corporate control is reciprocal obligation, a common code of honorable behavior subject to sanctions of others in the group (Kojima, 2000) that is voluntarily entered into (Fukuyama, 1995).  This “sense of obligation is not formal or legal; it is entirely internalized, the result of a subtle process of socialization” (Fukuyama, 1995, p. 188).  

It follows then, that the number of in-groups the trustor and trustee are mutually obligated to would be important.  Within the Japanese kaisha system, the level of trust accorded a trustee increases as that trustee gets closer to the center of the trustor’s in-groups (Gerlach, 1992).  One way to get close to the trustor’s center is to establish more linkages with the trustor, such as college or industry association ties, mutual friendships, etc. (Kanayama, 2000).  
The preceding arguments suggests that for collectivist trustors there will be a strong relationship between the trustee’s level of in-group connection (i.e., number of in-group links) with the trustor and initial trust development.  

H1:
For Japanese trustors, the number of in-group linkages will positively affect perceived trustworthiness (predictability, integrity, and benevolence).

H2: For Japanese trustors, the number of in-group linkages will positively affect intentional trust.

H3: 
For Japanese trustors, the number of in-group linkages will positively affect behavioural trust.

Particularism, In-Groups, and Trust Development

Theories of both collectivism and particularism assert that group boundaries are important, and that because social mobility is limited East Asians are distrustful of strangers (Yamagishi, et al., 1999; Yamagishi & Yamagishi, 1994) and trust only in-groups (Voronov & Singer, 2002).  Most authors seem to implicitly assume that within a culture in-groups have the same effects.  In part, this comes from a focus on studies comparing particularist with universalist cultures.   These comparative studies have concluded that for universalists trust is allowed to spread beyond in-groups (Voronov & Singer, 2002).  For particularists, it is assumed, preferential treatment (i.e., reciprocal in-group favoritism Voronov & Singer, 2002) is expected from in-groups in general (Yamagishi, et al., 1999).  

Within a particularist culture, however, actions are only meaningful with reference to a particular set of contextual factors (Triandis, 1989).  Contextual factors consist of sets of relationships between the individual, others with whom that individual interacts, norms of behavior, etc.  Therefore, within these cultures inferences about trustees’ behavior will be contingent on specific relationships
  (Markus & Kitayama, 1991).  Consistency is expected only within the context of a given relationship.  
“A person can be diverted from a belief or principle, but others accept such diversion from principle favorably because it shows that he or she has warm empathy” (Azuma, 1984, p. 970).  Trustworthiness for a particularist comes from honoring relationships in changing circumstances (Hoecklin, 1995).  Promises are kept because of the relationship between a trustor and a trustee (Trompenaars, 1993).  A promise that is kept at the expense of an existing relationship would demonstrate a lack of benevolence (Hoecklin, 1995, p. 41), and would violate reciprocal obligations essential to Japanese corporate life.  However, it does not logically follow that obligations for different in-groups will necessarily be complementary.  Therefore multiple in-group links should not be expected to have a linear, positive effect on trust development for trustors from a particularist culture, such as Japan.  Instead, from a particularist perspective, it might be assumed that these reciprocal obligations could compete.  This leads to the following hypotheses:

H4: 
For Japanese trustors, the type of in-group linkages will have a differential effect on confidence.

H5: 
For Japanese trustors, the type of in-group linkages will have a differential effect on intentional trust.

H6: 
For Japanese trustors, the type of in-group linkages will have a differential effect on behavioural trust.

Methods

Research Design.  This study uses a fractional factorial design.  This design allows the studey of the overall mean, main effects, and two-factor interactions while keeping the experiment to a reasonable size (Cahners, 2000).  Eight independent variables related to specific joint venture contingencies are manipulated following an orthogonal array proposed by Hedayat, Sloane, and Stufken (1999).  Four of these contingencies had 2 levels and four had 3 levels (the description of these levels is available from the authors).  This design required 48 different scenarios (different combinations of levels of the eight contingencies) and a sample size of 144 respondents to identify large and medium-sized effects (Cohen, 1988; Murphy & Myors, 1998).

Scenarios.  Each scenario included a core story about a potential joint venture, common for all respondents (with details about the basic nature of the company the respondent worked for, their role in the negotiation process, and why their company was interested in establishing a joint venture) and a hypothetical vignette, which embedded the 48 different factor combinations (Rossi & Anderson, 1982).  The scenarios asked respondents to identify with one of three project managers who had been assigned to assess a potential alliance partner and to make a recommendation to senior management.  Following the scenario, respondents were asked to assess the trustworthiness of the partner, (i.e., to what extent they perceived the trustee in that scenario to be predictable, and to have expertise, integrity, and benevolence) and to indicate their perceptions of the trustee’s intention to be trustworthy and their willingness to establish the joint venture with that partner.  The 48 different versions of the scenario were randomly assigned across respondents.  An English-language instrument was developed with an effort to enhance its translatability (van de Vijver & Leung, 1997) and then administered in Japanese, using established back-translation methods.

Japanese Sample.  Surveys were given to 336 students from senior economics and business classes in Shiga University in Hikone and Sapporo University.  Of these, 255 were returned (76% response rate).  Roughly 150 of the surveys included in this analysis came from Sapporo, the others coming from Hikone.  Surveys that were completed by foreign (non-Japanese) students, where respondents skipped pages, or skipped questions 1-19, were excluded from the sample.  197 respondents were included in the Japanese sample, for a final response rate of 59%.  The average age of this group was 21.2 years.  32% of the Japanese respondents identified themselves as female.  

Results

Descriptive statistics and correlations are summarized in Table 1 (see below).  The average Japanese respondent was 20 years old.  80% of the respondents were male, 15% were female, and 5% did not indicate their gender on the survey.  Only about 3% of the Japanese respondents reported work experience, none of which was supervisory or managerial.  An equal number (2.7%) reported working or studying outside Japan.

	
	Insert Table 1 here
	


For hypotheses 1-3, number of in-group linkages was operationalized as 0-links (strangers), 1-link (linked through university alumni relationship), and 2-links (linked through both university alumni relationship and family cousin relationship).  To test the effect of the number of group linkages on confidence, a hierarchical regression was run.  The first step controlled for age, gender, and general propensity to trust.  The second step included group membership in the analysis.  For the Japanese business students, group membership was a significantly negative contributor to perceived predictability (β = - .156, p = .029), accounting for 2.4% of the variance.  Hypothesis 1 therefore was not supported.  

To test the effect of the number of group linkages on intentional trust, hypothesis 2, a hierarchical regression was again run.  The first step controlled for age, gender, and general propensity to trust.  The second step included group membership in the analysis.  In-group membership increased the level of intentional trust for the Japanese respondents (Mean (0 links) = 4.2, Mean(1link) = 4.5, Mean (2 links) = 4.4), but did so in a nonlinear manner and was not statistically significant (β = .055, p > .10).  Hypothesis 2 was not supported.
To test the effect of the number of group linkages on behavioral trust, a hierarchical regression was again run.  The first step controlled for age, gender, and general propensity to trust.  The second step included group membership in the analysis.  The mean levels of behavioral trust were Mean (0 links) = 4.7, Mean (1 link) = 5.1, and Mean (2 links) = 4.7 respectively.  The effect of the number of group linkages on behavioral trust (β = .007, p > .10) was not statistically significant.  Hypothesis 3 was not supported.  

To test Hypothesis 4 a hierarchical regression was run.  The first step controlled for age, gender, and general propensity to trust.  The second step included group membership in the analysis.  The analysis was redone testing for significant differences between two conditions when 1) there was no relationship and 2) when the trustee was a graduate of the respondent’s university.  In this test in-group status had virtually no effect on perceived predictability for the Japanese business students when comparing strangers and alumni (Meanstranger = 4.2, Mean alumni = 4.2).  A second analysis tested for differences in the effect of being alumni versus being both alumni and cousins.  This difference was found to be statistically significant (p = .008).  For the Japanese respondents, the effect of family ties added to alumni ties on perceived predictability was negative (Mean alum = 4.2, Mean alum+cousin = 3.9, F=4.358, p = .039).  Alumni cousins were seen as being significantly less predictable than trustees who were only alumni.  Hypothesis 4 was supported.

To test Hypothesis 5 another hierarchical regression was run.  The first step controlled for age, gender, and general propensity to trust.  The second step included group membership in the analysis.  There was no significant difference in intentional trust between strangers and alumni for the Japanese business students (Mean stranger = 4.2, Mean alum = 4.5, F=2.226, p > .10), nor was there a significant difference in intentional trust between alumni and alumni cousins (Mean alum = 4.5, Mean alum+cousin = 4.4, F=0.363, p > .10).  Hypothesis 5 was not supported.

To test Hypothesis 6 another hierarchical regression was run.  The first step controlled for age, gender, and general propensity to trust.  The second step included group membership in the analysis.  Japanese business students trusted strangers significantly less than alumni (Mean stranger = 4.7, Mean alum = 5.1, F=4.119, p = .044).  They also trusted trustees who were both alumni and cousins less than trustees who were simply alumni (Mean alum = 5.1, Mean alum+cousin = 4.7, F=4.453, p = .037).  Hypothesis 6 was supported. 
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Discussion

This study set out to answer the question: how do collectivism and particularism affect initial trust development in business collaborations? As can be seen in Figure 1, the results from this study do not support the argument that the number of in-group linkages has a positive, linear effect on trust development in a collectivist culture such as Japan.  Instead, these results suggest the need for a more nuanced explanation of the effect of group membership on perceived predictability in Japan.  The literature on collectivism asserts that the nature of collectivist groups increases the understanding and adoption of norms (e.g., Hofstede, 1980; Markus & Kitayama, 1991; Triandis, 1989).  Furthermore, collectivist cultures encourage cooperative behavior within in-groups (e.g., Hofstede, 1980; Triandis, 1994).  However, arguing that increasing the number of in-group linkages increases predictability and trustworthiness assumes that interests are aligned across these in-groups.  While members of in-groups in Japan may have mutual obligations (Fukuyama, 1995) these mutual obligations may vary with the type of group membership.  Cultural explanations of trust development need to address the assumption that interests are aligned or complementary across collectivist in-groups.  

Consistent with a particularist explanation, it appears that in Japanese culture the nature of the group in question is vitally important for trust development.  The only group relationship that had a positive effect on trust development within the context of a joint venture decision was the voluntary, alumni-based relationship.  The family relationship had a negative effect on trust development.  The different effects of these two relationships may be explained by the importance of obligation (giri) and loyalty within the collectivist Japanese system.  Giri is “the sense of obligation to those to whom one is indebted, requires deferential behaviour and eventually repayment of the favour, which in turn calls forth future favours” (Dolan & Worden, 1992, p. 98).

Furthermore, “loyalty is both morally prescribed and emotionally sustained by the system.  In the political world, oyabun-kobun relationships are pervasive despite the formal commitment to universalistic, democratic values” (Dolan & Worden, 1992, p. 333).  Oyabun-kobun relationships are strong personal relationships between superiors and subordinates characterized in terms of a fictive familial relationship.  Historically, large organizations, called dozoku, were based on voluntarily undertaken mutual obligations rather than on kinship.  “The moral commitment of mutual obligation lasted an entire lifetime and took on the character of a religious vow” (Fukuyama, 1995, p. 176).  In Japan there may be seen to be a greater danger for business relationships from family than from those in an iemoto relationship, i.e., groups of people without kinship ties who act as if they were related.  It may be that a true familial relationship presents a strong competing set of obligations to this fictive familial relationship.  Hence, an “unfamilial” bias is created regarding business relationships.  In Japanese culture several proverbs warn against hiring family members as they present a greater risk for being lazy or shirking responsibilities (Fukuyama, 1995).  “The unfamilial orientation of Japanese businessmen is reflected in the determination of Soichiro Honda… not to let his sons into the business” (Fukuyama, 1995, p. 167)
.

The results of this study support anecdotal evidence that in the business arena the Japanese have become wary of establishing business relationships with family members.  Thus, an important consideration for studies of business alliances in collectivist cultures is whether in-group relationships are familial or voluntary.

Limitations and Implications for Future Research.  This study takes a first step in suggesting that the nature of existing in-group linkages affects trust development in business collaborations within collectivist cultures. It remains, however, exploratory in nature.  Further research that investigates the effects of specific personal ties in greater depth (by multiple, fine-grained manipulations) or that replicates these tests on different populations (especially on samples of top executives that had prior experience in selecting partners for international alliances) is much needed to build a solid understanding of how trustors’ national background influences their propensity to ally with trustees from different cultures.  For example, in the present study it was found that the Japanese, while collectivist, view members of a family in-group as being less predictable than either strangers or members of a voluntary in-group.  Furthermore, they are less likely to enter into a joint venture with these family members.  The Chinese, on the other hand, are noted for extending trust primarily to family members.  This suggests a cause for some of the confusion regarding the effects of collectivism in a business setting.  

This study employed a student sample, rather than using responses from business executives.  The effects of age and experience may have been stronger with samples of managers or executives.  However, this study was primarily concerned with the effect of national culture on trust development and not with respondents’ assessment of and decisions regarding risky situations.  Thus, the use of business/economics students is appropriate, and it offers a conservative test for the effect of national culture on decision-making.  

Responses to real-world behaviors and vignettes may not be identical.  Vignettes allow us to uncover the abstract, normative principles that respondents use in making trust decisions.  However, these guidelines do not always apply within the specific social contexts surrounding alliance formations.  The descriptions used in the vignettes of the current study took the trustor and trustee outside of a real context.  It is therefore possible that the antecedents studied in this research (e.g., group membership, social involvement, etc.) would have received a different weighting by respondents assessing vignettes with more, less, or different antecedents.  Raters with more restricted or more realistic descriptions of the context surrounding the trust decisions might increase or decrease their reliance on a given antecedent as a basis for the trust decision.

Future studies can extend these findings in several directions.  First, finer-grained multi-cultural comparisons can highlight the specific roles played by specific cultural dimensions on trusting outcomes.  Such studies would require, for example, more extensive sampling from national cultures that are similar in all respects except individualism/collectivism or universalism/particularism.  Second, future research may examine whether the effects of national differences wear down or intensify as partners have the opportunity to work together over an extended period of time.  
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Table 1:  Japanese Descriptive Statistics and Correlations
	
	Mean
	Std Dev
	Age
	Sex
	Gen’l Propensity
	Perceived Rusk
	Perceived Opportunity
	Predictability
	Expertise
	Integrity
	Benevolence
	Intentional Trust
	Behavioral Trust

	Age
	20.3
	1.68
	1
	
	
	
	
	
	
	
	
	
	

	Sex
	0.80
	.40
	-.164 **
	1
	
	
	
	
	
	
	
	
	

	General Trust Propensity
	3.2
	.83
	-.152 **
	-.051
	1
	
	
	
	
	
	
	
	

	Perceived Risk
	4.0
	1.44
	-.022
	.162 **
	-.037
	1
	
	
	
	
	
	
	

	Perceived Opportunity
	4.9
	1.35
	.118
	.051
	.078
	-.037
	1
	
	
	
	
	
	

	Predictability
	4.1
	.99
	.050
	-.014
	.300 ***
	-.167 **
	.264 ***
	1
	
	
	
	
	

	Expertise
	4.6
	1.08
	.026
	-.018
	.197 ***
	-.174 **
	.361 ***
	.414 ***
	1
	
	
	
	

	Integrity
	4.3
	1.03
	.053
	-.080
	.296 ***
	-.186 ***
	.406 ***
	.357 ***
	.508 ***
	1
	
	
	

	Benevolence
	4.3
	.84
	.076
	-.131 *
	.222 ***
	-.259 ***
	.422 ***
	.255 ***
	.495 ***
	.542 ***
	1
	
	

	Intentional Trust
	4.4
	1.24
	.034
	-.059
	.277 ***
	-.119 *
	.436 ***
	.241 ***
	.366 ***
	.481 ***
	.591 ***
	1
	

	Behavioral Trust
	4.8
	1.24
	.091
	-.071
	.162 ***
	-.101
	.556 ***
	.339 ***
	.451 ***
	.414 ***
	.485 ***
	.578 ***
	1
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� In collectivist cultures an overarching socialization theme is the cultivation of skills for maintaining harmony or “goodness of fit” with others (Triandis, 1989).  This can be seen in the example of Japanese youngsters who, as early as kindergarten and first grade, favor cooperative group activities over competition and individual activities (Weisz, Rothbaum, & Blackburn, 1984).  


� Even if the individual adopts a set of idiocentric values (emphasis on personal goals and values) rather than allocentric (emphasis on group), the socialization process assures that the individual learns cultural expectations for behavior that emphasizes compliance with group norms and values (Markus & Kitayama, 1991).  


� Many articles on Japanese keiretsu (e.g., Lincoln, Gerlach, & Ahmadjian, 1996; Lincoln, Gerlach, & Takahashi, 1992) have commented on the importance of these types of linkages for entering into new business relationships.


� In feudal Japan a samurai pledged his life to his daimyo, or lord.  However, upon the daimyo’s death this loyalty became null and void.  Thus, wars between royal families would end with the death of the daimyo if the loyalty of the samurai had not been previously transferred to another member of the family.  Wars within Japan were fought more over personalities than principles (Dolan & Worden, 1992).  


� Mouer & Sugimoto (1986) argue that while anecdotes and proverbs can provide useful illustrations which facilitate explanations across cultures, carefully chosen examples can be used to support conflicting conclusions.  The explanation given here, where a strong anti-nepotism bias is used to explain the negative effect of family relations on perceived trustworthiness and predictability, is speculative and meant to be a starting point for further research.








