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Institutional
Trust in the
Age of Al

EVIDENCE-BASED RESPONSES
TO ERODING PUBLIC CONFIDENCE

Prepared for Senior Leadership Strategy Session
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01. The
Diagnosis

Public confidence in
institutions
(government,
healthcare, corporate)
is at historic lows.
The integration of
Al—specifically its
“black box™ opacity—
threatens to compound
this distrust by
obscuring
accountability.
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The One-Page Strategy

02.The
Stakes

This is not just a PR
issue. Distrust creates
transaction costs,
lowers compliance
(e.g., tax evasion,
treatment non-
adherence), and
creates organizational
drag.
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03. The
Solution

We must move beyond
“Ethical Principles” to
Structural Interventions.
This deck outlines five

evidence-based pillars:

Radical
Transparency,
Procedural Justice,

Capability Building,

Enforceable
Governance, and
Recalibrated

Psychological

Contracts.

“The relationship between Al and institutional trust is not deterministic. Organizations
retain agency in how they design and govern new technologies.”

A
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The Landscape of Distrust

Competence

Technical capacity to
perform functions.

Historic Lows
(Gallup/Edelman)

Integrity
Adherence to Genuine care
moral principles. for welfare.
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1975 - 2024 Trust is the willingness to be vulnerable based on
these three expectations.
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The Al Multiplier Effect
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Source: Hartzog & Silbey (2024). Institutions are deploying systems that make consequential
decisions without the ability to explain how. This opacity turns skepticism into active distrust.
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The Concrete Cost of Inaqtion

Organizational Impact
(Transaction Costs)

il

Increased monitoring and verification costs
Higher rates of tax evasion and non-

[ compliance

Resistance to necessary safety regulations

Market inefficiencies (e.g., demand for
extensive warranties)

Based on North (1990) and Putnam (2000).

A

| Human & Social Impact

_'ﬂ;ﬁ. ;

Healthcare: Delayed care-seeking and poor
adherence

Psychological: Chronic stress and anxiety
from vigilance

Civic: Reduced par’ucnpaﬂon in collectlve
action

Human Capital
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Trust is a Design Choice

“Organizations that treat Al implementation as
merely a technical challenge often exacerbate
distrust. Those that recognize Al deployment as
fundamentally an institutional and relational
challenge create possibilities for strengthening
legitimacy.”

Al trust is not inevitable. It is engineered. We can choose to deploy
systems that enhance transparency and fairness.
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Institutional Theory & Algorithmic Governance Scholarship
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Core Concept: Procedural

Intervention 1: Radical Transparency  ercyemances

perceived fairness.

<

The Toolbox Status Quo Radical Transparency *

- Plain-Language Descriptions: e s Corations TR | .
Documenting purpose and P m | Algorithm Card

limitations without jargon.

L =

Purpose:

* Public Al Registries: A public [System's intended use]
inventory of systems describing ] e
legal basis and impact (e.g., [Key data inputs & sources]
City of Amsterdam). ;

Known Limitations:
[Potential biases & errors]

» Decision Explanations:
Individualized explanations for
specific outcomes.

Human Capital
Innovations
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Intervention 2: Procedural Justice

Fairness is defined by Voice, Neutrality, Respect, and Trustworthiness.

Critical Actions: Algorithmic
Output

1. Human-in-the-Loop: High-stakes
decisions must involve meaningful
human judgment. Al is support, not
replacement. | J:'c;’g"rf:nt

2. Appeal Mechanisms: Clear pathways to Gilo
challenge errors, reviewed by humans
with override authority. Figacdion
Design Participation: Involving affected Validated Review

. Design Participation: Involving affected
communities in development.
I Final Decision Appeal Process

Human Capital
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The Problem:

The “Incapacity Gap.” Organizations purchase
tools they lack the expertise to evaluate.

Internal technical audit

The Solution:

1. Interdisciplinary Teams: Combining data " D‘/ Cross-functional
science with domain expertise (e.g., Doctors | govermance G
+ COderS)' Procurement

2. Vendor Accountability: Procurement must standards updated
demand proof of bias mitigation.

3. Internal Literacy: Leadership must know
enough to ask critical questions.

Human Capital
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The Governance 4
Hierarchy /! . Remediation Protocols
(Process for error correction)

Independent Auditing
(External evaluation of
fairness)

Impact Assessments
(Prospective evaluation
of risks)

Human Capital
dM Innovationg

Intervention 4: Governance & Accountag

Takeaway:
Governance

mechanisms signal  ©

commitment to
responsible Al,
rebuilding trust even if
they reduce speed.
(DiMaggio & Powell,
1983).
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Legitimacy requires oversight. Self-regulation is insufficient. | 1
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Intervention 5: The Psychological Con‘tra} t

Definition: The implicit shared understanding of mutual obligations. Al ofte
violates this by replacing human elements like empathy. \J l |
Explicit Renegotiation | Preserve Human Elements | Reciprocity | '7
Communicate how the Identify what stakeholders If Al reduces agency in ,;jf_i?i::

relationship is changing. | value most (e.g., therapeutic | one area, enhance it in- N
relationship) and protect it. another. :

)

| —

{

Automation ‘\

Agency
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Institutional Resilience & Identity

Selznick (1949) argues
institutions embody Distributed

Governance
shared values. (Stakeholder

Al must serve the Participation) //
mission, not just
efficiency.

(e.g., Healthcare Al
I must serve health,
||| not just billing).

Mission || g -1 : A | Continuous
Alignment \\ \\XL2/ ) 4 &Y _ | Learning

(Values S — 4 (Scanning

Check) A \2— @ for Drift)
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The Strategic Audit

Mission Alignment Dignity

Do our Al systems serve our fundamental | Does the system treat people as data i v
mission or merely optimize efficiency? points or human beings? 3

Recourse The Contract

i V . If the algorithm is wrong, is there a clear, Have we explicitly communicated how this
M T % human path to correction? technology changes our relationship with

stakeholders?
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Trust as an Asset

Trust rebuilding is a long-term
commitment. The path
forward is honest
engagement. As Al advances, theg™ =
institutions that prioritize
H ~ procedural justice and
_? | h% human dlgmty will be the
il <% ones that survive.
5'“,! : ’{ Heferences Hartzog & Silbey (2024), North (1990), Ostrom (1992), Putnam (2000), DlMagglo & Powe|| (1983)
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