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Abstract

Network marketing in Indonesia, especially in a time of crisis, is massively rising and has become a popular opportunity among other industries.
Network marketing organizations, consists of partnership and trust, a community of connections and contact between individuals. This article
has tried to examine the potential strategy to mitigate low trust in network marketing organizations specifically in the Indonesia market, where
no studies on the subject has been done before. In doing this research assignment employed a secondary research methodology by reviewing
previous academic literatures, by exploration and evaluation. For the purpose, 6 main articles and 25 relevant supporting articles were selected,
there is an interesting and prominent research in an effort to repair trust in the perspective of the organization’s efforts to build trust and control
trust framework in strategy trust repair. The result of this analysis showed that the application of trust-building activities studies reveals how trust-
building behavior is related to controls and how the efforts towards fostering subordinate cooperation are motivated by different types of controls
and display of trustworthiness. It can be concluded that by implementing this trust repair model consistently and with a full commitment, it can
gradually restore people’s trust in the network marketing industry, sustain industry existence and exalted purpose of this industry can be achieved.
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1. Introduction

Network marketing is a business model that provides
a tremendous opportunity for people who want to have a
business but lack capital (Sreekumar, 2007), some people
called it helping people do business. Network marketing
businesses massively continue growth in Indonesia. Along
the way, it was found that there were too many violations
committed by irresponsible network marketing practitioners,
such as conducting pyramid systems, Ponzi schemes, and
various fraudulent attempts that undermine the legitimacy of
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network marketing organizations. Many years have passed
by and various deceptive practices in the name of network
marketing has caused the global community to lose confidence
and trust in this industry (Attri & Chaturvedi, 2011; Bosley
& McKeage, 2015; Keep & Nat, 2014; Mathews, Manalel, &
Zacharias, 2007; Moradi, Bavi, & Pooran, 2013).

Network marketing organizations consist of a group of
people interaction and communication through relationship
and trust basis. The organization will not do well if the
community gradually loses trust (Constantin, 2009;
Ivashkova, Sidorchuk, & Skorobogatykh, 2018). That’s
why it becomes very serious and important for all network
marketing business people to carry out activities and actions
to improve the level of trust for the sustainability of this
industry (Poon, Albaum, & Chan, 2012; Salciuviene,
Reardon, & Auruskeviciene, 2011). Trust in organizations
was identified as important. In addition, there is a widely
recognized theme that trust should go beyond plausible or
calculated trust in various forms of social trust. The emerging
role of trust takes on its full meaning, as trust is an ideal
center for those interested in the dynamics of organizations,
as trust is at the threshold of psychology and sociology.
For this reason, the study of trust in political science,
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political research, jurisprudence, organizational psychology,
organizational behavior, and behavioral economics is
important (Tyler, 2003).

Kramer (2012) studied whether the trust in the organi-
zation or its leadership is shattered, it can be convalescent
or re-establish after the trust damage has been made, and
highlight the important point that a presumptive trust, when
functioning effectively, should be viewed as a “moderate” or
disciplined trust. Trusts can serve to maintain a level of trust
that is firmly anchored in existing evidence or depending on
how appropriate or justified the trust is. To be truly adaptable
and creative, our trust expectations must always be calibrated
to be environmentally friendly or “fit”, in which they are
embodied. Trust is crucial in developing long-standing and
value-added relationships as it is an important component in
improving internal relationships (Ozmen, 2018).

Gaining trust is very important for all salespeople,
industries, and consumers because trust facilitates an exchange
relationship while distrust prevents it. Aggressiveness, sales
orientation, and money-minded attitude also considered as an
obstruction in building consumer trust. As a result, having a
valid trust measure is very important to ensure that a positive
exchange relationship (Poon et al., 2012). What is a trust?
Trust is an assessment of confidence on another (a person,
group, organization or system) based on positive expectations
of future behavior (Hurley et al., 2013), trust is a process and
individuals” interaction between each other is an exchange
process (Hékkinen, 2012). Trust is important and crucial
(Lee & Loi, 2016) because of a strong desire to understand
how to create effective cooperation in organizations. Trust is
the key because it allows collaboration. While cooperation
is always important in organizations, consumer trust is a
crucial factor affecting network marketing business-building
activities (Poon et al., 2012).

Throughout the interactions and dyadic relationship
between participants, building the trust among two or more
separate actors within an organization grows. Trust as a
mechanism is very fragile and can be lost much faster than
created, and for that purpose, it seems much harder to repair
(Hékkinen, 2012). The trust repair literature explores a variety
of concrete and symbolic strategies used by organizations to
repair trust: apology; denial; promises; explanations; accounts;
restructuring; penance; compensation; laws, regulations, and
controls; cultural reforms (Bozic et al., 2019; Long, 2018;
Mehta et al., 2020; Tomlinson & Mayer, 2016). Business
strategy is an essential point in wading through competition
and even innovation itself, including procedures in increasing
competition (Firman, Putra, Mustapa, & Ilyas, 2020).

The imperative of economic growth and sustainable
development  policy must become technological
modernization and digitalization of basic industries
enterprises, implementation of investment projects focused
on resource-efficient usage of raw materials potentials,
creation of new knowledge-intensive industries, fields of

activities, and increase of labor efficiency (Nurlanova et
al., 2020). In the marketing literature, it is realized that risk
perception directly affects purchase and purchase intent, that
is when consumers perceive high risks, they are less likely
to purchase or buy back online (Tham, Dastane, & Johari,
2019). The internet is developing at a fast speed globally
because of its increased availability, usability and its ability
to transfer information, products and services (J. W. Lee
et al., 2015). Internet websites and social media have not
only ended the age of one-way communication but also
put extreme pressure on businesses to engage constituents
in unprecedented ways. One things is clear that the internet
and social media has changed the balance of power in the
consumer’s favor and this change has come about quickly
(Lee & Kwag, 2017).

This article tried to address the key question about
the potential strategy to mitigate low trust in the network
marketing organization specifically in the Indonesia market,
which is no study about this case before.

2. Methodology

This research was done by the qualitative research;
according to Sugiyono, Qualitative research is a research by
qualitative which means to collect and analyze the data in
forms of word not numeral (Sugiyono, 2016). A Descriptive
approach is used to describe the problem of analysis.

This research assignment employed a secondary research
methodology by reviewing previous academic literature
related to the topic of trust repair and network marketing.
The secondary method applied such as searching for research
articles through the website of sciencedirect.com and Scopus
web with the support of publish or perish software because
of its reliable credibility. By using the keywords “network
marketing”, “trust” and “organization”, we got 41 research
articles from science direct with years ranging from 2015 —
2020, 4 research articles were searched by using the keyword
“trustworthy organization” and 40 research articles were
derived from Scopus through publish.

After the articles were collected, it was explored and
evaluated by the result, content and by the topic which
appeared to be most interesting for the research purpose.
Finally, 6 main articles and 25 relevant supporting articles
were selected to be processed as research data.

3. Results and Discussion

The highlight of this research was that it did not examine
the leadership dimension for improving trust, however it
was made very comprehensive as the reputation of network
marketing is damaged by the practice of pyramid (Ivashkova
et al., 2018; Koroth, 2012; Lee & Loi, 2016; Reingewerts,
2016) and Ponzi schemes (Lee & Loi, 2016) that are more
inclined to fraudulent practices.
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According to the related literature, Trust repair is a variety
of symbolic and practical reparation techniques used by
organizations: apologies; negations; promising; accounting;
restructuring; penance; compensation; institutional reform;
public inquiries; the posting of hostages and the use of
third parties certification, memberships, affiliations, and
endorsements (Bozic et al., 2019). Tomlinson & Mayer
(2016) proposed how trust and trustworthiness can be
repaired by attempting to change different identification
measurements and specific emotional reactions using each
of these accounts such as denial, excuse, apology, and
justification, the literature includes information on trust
reparations.

There is an interesting and prominent research in an
effort to repair trust in the perspective of the organization’s
efforts to build trust and control trust framework in strategy
trust repair proposed by Long (2018) which obtained a
method to control and build trust by establishing desired
cooperation from subordinates and by applying control
on them in order to demonstrate the trustworthiness. The
model is shown in the Figure 1 below, the study explains
how managers interpret control activities as interrelated
organizational values and demonstrate their trust. Figure 1
also indicates that while this might be able to characterize
the views of subordinates on the nature of control trust and
in specific terms, managers did not seem to conceive of
control applications and displays of legitimacy as a set of
dualities, but as distinct categories of activities to encourage
subordinate cooperation.

Three relationships identified in this study are very
identical with the nature and conditions in network marketing
organizations. The implementation of results control leaders
mediates the interaction between their motivation and
their displays of reliability to inspire superior-subordinate
task coordination. The deployment of action controls by
leadership mediates the relationship between their aim to
encourage subordinate task participation and evidence of
competence. The use of personnel control by leaders mediates
the relationship between their ability to foster healthy inter-
personal relationships and they demonstrate benevolence.

Demonstration of
Trustworthiness

Forms of desire
subordinate cooperation

Managers’ Control
Application

Motivate
work
coordination

Motivate
subordinate job
engagement

Motivate positive

Apply Result
Control

Reliability

Demonstrate
Competence

De
Benevolence

Figure 1: Adapted from Long (2018)

" Apply Action
Control

Apply Personnel
Control

relationship

Application of observations of trust-building activities, show
off how trust-building behavior is related to controls and
explain how the effort to promote subordinate cooperation
is motivated by particular types of controls and displays
of trustworthiness (Long, 2018). Furthermore, the models
explained as the diagram below:

According to Mo6llering, Bachmann, and Lee (2004), trust
consists of three dimensions: cognitive trust, affective trust,
and behavior trust. Cognitive trust represents the rational
dimensions of an individual’s character such as competency,
honesty, credibility, and mutual dependence.

Affective trust also known as emotional trust is based
on an individual’s behavior, like taking care of each other;
commitment is also classified as emotional trust. Affective
trust is characterized by feelings of security and the
perceived strength of the relationship between the consumer
and the salesperson. Within the non-western network
marketing industry, affective trust is much more critical
than the cognitive trust. It is necessary to enhance customer
feelings of care, concern, and trustworthiness. Behavior
trust is expressed through the effectiveness and commitment
toward organization (Poon et al., 2012). Furthermore, Poon
et al. (2012) indicated that at least two factors of building
up a consumer-salesperson trust are more difficult in the
context of network marketing. Firstly, because sales people
are independent distributors or contractors, and not the
company’s staff, and there is no set business location for
presenting goods and performing transactions, perceived
risk and ambiguity is high. Secondly, commission-based
pay drives salespeople to work harder, because better
results contribute to higher revenue. Consequently, these
circumstances impede the building of trust between
customers and salespersons.

The successful survival of an organization depends on
its ability to establish positive and enduring perceptions of
mutual trust among its members (Kramer, 2012). Trust is not
only important in building long-standing and value-added
relationships with external stakeholders; it is a key component
in improving internal relationships. At this stage trust can
be seen as a social capital that reduces transaction costs,
increases spontaneous sociability between members, and
encourages effective forms of protection for organizational
authorities and also can increase members’ organizational
citizenship behavior (Ozmen, 2018). Trust is important but
more crucial is how to vindicate and repair trust, the effort in
activities of building, maintaining, improving and repairing
trust is a significant part of every organization, and this is not
a very easy and short-term task, this obligation will continue
as long as the organization exists. How trustworthiness and
trust are updated as a forum to assess successful repair efforts
after a negative outcome? (Tomlinson & Mayer, 2016). An
organization needs to adopt an established and appropriate
strategy, by doing so the organization can survive, will have
a good reputation and strong competitiveness.
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Repairing trust is not just about apology; denial;
promises; explanations; accounts; restructuring; penance;
compensation; laws, regulations and controls; cultural
reforms (Bozic et al., 2019; Jena et al., 2018; Mehta et
al., 2020; Tomlinson & Mayer, 2016), it is recommended
to demonstrate reliability, competence, and benevolence
continuously and consistently, applications of three types of
organizational controls (results, action, personnel controls),
and three forms of cooperation (motivate superior-subordinate
work coordination, subordinate job engagement, positive
interpersonal relationships) (Long, 2018). This strategy is a
fundamental step to build and control trust, improve public
trust in network marketing organizations with more solid and
long-term results. Demonstrating reliability shows that the
behavior is guided by principles, promotes justice, values
other beliefs, fairness, keeps the word, and consistent actions.
Demonstrating competence is about possessing special
capabilities that can increase good performance, success
while trying to do something, follow direction and gain
success, skill, and knowledge to persuade, well qualified and
wins the confidence of others. Demonstrating benevolence
promotes subordinate or partner interests when getting a
chance, communicates respectfulness, keeps others’ interests
in mind, avoids hurting others and always helping others.

Network marketing organizations’ reputation is mostly
jeopardized by the unethical practices of the people involved
in this industry both consciously and unconsciously. If
these years continue and there are no concrete steps to
overcome the trust issues, then this industry will eventually
fade away and will be drowned. In addressing the issues
of trust in addition to government efforts that regulate
strictly through establishing regulation and laws, it is very
important for every network marketing organization to carry
out a strategy for trust repairing, and to do it very seriously
and thoroughly. The trust repair issue has been very rarely
discussed in previous academic articles where most of the
studies examined the issues of abuse, fraud, or violations,
only a few articles referred to explore the steps that the
organizations must take in dealing with the problems of trust
so that it strongly supports the sustainability of the industry.

4. Conclusions

Based on the result and discussions, it can be seen that,
this study does not emphasize on the problem of violations,
fraud and unethical actions that occur in the industry which
has been discussed in many academic articles about fraud
in network marketing but this study has rather concentrated
on efforts and strategic solutions for network marketing
organizations to take concrete steps in overcoming trust
issues by recommending the model of trust repair proposed
by Long (2018). It can be concluded that by implementing this

trust repair model consistently and with a full commitment,
it can gradually restore people’s trust in network marketing
industry, sustainable industry existence and exalted purpose
of this industry can be achieved.

Suggestion for future research is that it should closely
analyze the specific obstacles and opportunities faced by the
organization in encouraging team cooperation and building
successful working relationships and by exploring how the
implementation of controls and displays of trustworthiness
has areciprocal impact on a number of significant subordinate
attitudes and behaviors in network marketing industry.
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