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Professional Standards & Consumer Trust

Executive Summary 

The Financial Services Authority (FSA) commissioned this report in order to assess the link between
increased professional standards among investment advisers and levels of consumer trust and 
engagement with the industry.  The report is based primarily on a literature review supported by a 
few informal discussions with industry figures. 

Professional standards, consumer trust and consumer engagement are all in themselves 
extensively researched subjects, although the research which demonstrates links between them is 
less well developed. We have summarised the findings from this literature review under the 
headings of the key questions posed by the FSA at the outset of this project.  

What role does trust (or mistrust or lack of confidence) play in shaping 
consumer engagement with the investment advice sector?  

Trust is shown to be important to all markets and particularly to those where complexity and 
asymmetry of information are prevalent. Several studies have suggested (but not proven) that high 
levels of trust give rise to higher levels of social capital, economic prosperity, profitability or
efficiency. It is also often asserted that a lack of trust hampers consumer engagement with financial 
services in general and investment advice in particular. 

The findings of the research suggest that it is important to distinguish between the generalised 
level of trust that the public has in the investment advice sector, and the level of trust that clients 
of investment advisers have in their specific adviser. Levels of generalised trust have been shown to 
be low and one of several contributors to low levels of consumer engagement. Levels of trust in 
established client:adviser relationships are, by contrast, high and serve to maintain engagement 
among many (but not all of) those with existing adviser relationships. 

Generalised trust is held to be critical to encouraging initial engagement and low levels are 
therefore considered to be inhibiting the engagement of large sections of the population with 
investment advice. 

With respect to the characteristics of the retail investment market, what 
aspects of the market harm trust? 

Deception and corruption as well as incompetence on the part of individuals or organisations are 
frequently held to be the main factors that undermine trust. Some commentators have also 
suggested that, what they perceive to be, inappropriate external regulation of a sector or 
profession can also lead to behaviours which undermine trust (for example, the imposition of
productivity targets). However, this view is countered by others who assert that the lack of 
transparency and openness within professions has undermined trust. Experiences of misselling, the 
consequences of commission-based remuneration, low levels of professional qualifications, poorly 
understood qualifications, a lack of ethical standards are all cited as reasons for the lack of 
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generalised trust in the investment advice sector (as well as other sectors of the financial services 
market). 

What are the drivers of trust in determining choice of service provider? 

Once again we need to distinguish between different forms of trust and engagement. In 
established relationships, continued use of an adviser is based on familiarity and on past behaviour 
which demonstrates integrity and benevolence (putting the client first). Once established this form 
of trust is less easily damaged than other forms. 

Where a strong personal relationship does not exist or where an individual has no previous 
experience, the drivers of trust can be more symbolic in nature. In the absence of a personal 
recommendation, consumers will look for signals that demonstrate reputation and trustworthiness. 
In some markets, brands may act as the chief signal whilst in others, particularly those where 
advice is given, the badge of professionalism may act as a proxy for trustworthiness. 

Research suggests that outside of close personal relationships, consumers look for evidence of 
ethical behaviour and competence and that competence in an adviser may be measured by their 
membership of a professional body. Ethical codes and other evidence that the customers’ needs 
take precedence over the needs of the adviser also help generate an image of trustworthiness. 
Increasingly, the professions have also had to show that they are open and subject to independent 
scrutiny and have had to demonstrate higher standards of ethics and CPD. 

Specifically how important are the following elements in driving trust –
qualifications, ethical standards, CPD and why?  What professional 
standards mechanisms best create a perception of trust among consumers? 

Trust theories suggests that integrity and benevolence, both of which would seem to be supported 
by a set of ethical standards, are the most important indicator of trustworthiness. It would seem to 
follow that ethical standards which are visible to and understood by consumers and, more 
importantly, adhered to by the members of a profession, should be the more important of the 
elements in driving trust. Research by the investment advice sector would appear to support this 
view. 

However, it is also clear that high minimum qualification levels can be an important signal to 
consumers that a profession is selective and sets high standards. Indeed without high minimum 
qualifications, it is questionable whether an occupation can truly be regarded as a profession. 
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What conditions need to be met for improved trust to translate into 
improvements in the way consumers operate in the retail investment 
market? 

Whilst trust is clearly an important, if not critical, element for improving consumer engagement, it 
is clear that several other elements will play a part, notably:

• Increased consumer awareness of their financial needs and priorities;

• Access to advice services in environments which suit consumers lifestyles and behaviour;

• Products and services in which consumers can have greater confidence;

• Greater awareness of where to go for help and advice;

• Costs of advice that are not beyond the means of those who need to engage with advice. 
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1 Introduction

1.1 Objectives

The Financial Services Authority (FSA) commissioned this report to assess the potential impact of 
increased professional standards among investment advisers on levels of consumer trust and 
engagement with the industry.  The report seeks to address the following questions:

1. What role does trust (or mistrust or lack of confidence) play in shaping consumer 
engagement with the investment advice sector?  

2. With respect to the characteristics of the retail investment market, what aspects of the 
market harm trust? 

3. What are the drivers of trust in determining choice of service provider?

4. Specifically how important are the following elements in driving trust – qualifications, ethical 
standards, CPD and why?

5. What professional standards mechanisms best create a perception of trust among 
consumers?

6. What conditions need to be met for improved trust to translate into improvements in the way 
consumers operate in the retail investment market?

1.2 Methodology and information sources

The information for this report was drawn from existing research sources and is based on 
secondary research conducted during a three week period starting 24th August 2009. A small 
number of informal discussions were held with industry and professional bodies during this time to 
supplement the desk research. 

In order to structure the research, a framework, shown below (figure 1), was drawn up and agreed 
with FSA at the outset of the project. The framework has also been used to structure this report. 
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Figure 1: Research framework

Consumer Trust

Consumer trust in FS Trust & Professionals

The role of 
professionalism in 

building trust in and 
engagement with 
financial advice

Consumer Trust (section  2 of this report). We start by exploring the general evidence available on 
what drives and harms consumer trust in individuals and organisations. We also explore the wider 
changes in society that are changing the nature of trust and theories of how trust can be restored.

Trust and Professionals (section  3 of this report). Here we explore how different professions have 
responded to societal and consumer pressures and whether changes made to the way professions 
run have resulted in increased consumer trust and engagement. 

Consumer trust in financial services (section  4 of this report). We seek to understand from existing 
research how trust in financial services in general and advice in particular is evidenced and whether 
and how it has changed in recent years. We also explore the evidence for a link between 
professional standards and consumer trust in financial advice. 

The role of professionalism in building trust in and engagement with investment advice (section  0
of this report). In this final section we draw together the lessons learned from the earlier strands to 
address the central question of restoring trust and engagement in investment advice and markets
through improved professional standards. 
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A variety of sources were used to inform this report, although it should be noted that in the time 
available it has not been possible to pursue every angle on this extensively researched subject. The 
sources used include:

Academic and business research – we have sourced a number of books and publicly available 
articles on the subject of trust in general and on professional bodies in particular. We have also 
identified a small number of academic studies of trust in financial services and investment advice.

Industry research – we have referred to a number of studies by the FSA, the industry’s professional 
and trade bodies as well as a small amount of material published by suppliers. The FSA has supplied 
us with material from Nottingham University / The Personal Finance Research Forum on the 
subject of trust in financial services. 

Professional body research – we have drawn on publications and research conducted by non-
financial professional bodies and information available through their web-sites. 

Government and regulator research – finally, a number of government papers have been 
published in recent years on the professions. The government has reviewed all of the professions 
considered in this paper, whilst the OFT and competition commission has reviewed changes in the 
accountancy and legal professions. 

We would like to thank the following individuals and organisations for their help:

ABI Rebecca Driver

Aegon Nick Hurman

AIFA Katie Taylor

CII David Thomson & team

General Teaching Council Hilary Morris

IFP Sue Whitbread

Legal Services Board Crispin Passmore

Scottish Widows Robert Kerr, Douglas Johnson, 
Andrew George
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2 Consumer Trust

The subject of trust has been very widely studied, researched and written about in the fields of 
philosophy, sociology, psychology, political science, economics and management science. Sources 
date back to China in the 4th century BC (Tzu), to the Greek philosophers of 500-300 BC (Socrates, 
Plato and Aristotle), to European philosophers of the 18th Century (Hume and Kant) to modern-day
researchers. More recently, trust was made the subject of the BBC Reith lectures in 2002 delivered 
by Onara O’Neill. 

Many books have been written on the subject. In this report we focus on a small number of recent 
publications and on related papers, including “Trust” by Russell Hardin2, “Trust: Self Interest and 
the Common Good” by Marek Kohn3 and “Distrust” edited by Russell Hardin4 (this last book forms 
part of a wider series of books on the subject of Trust, funded by the Russell Sage Foundation). 

Whilst not all agree on the precise nature of trust and trustworthiness, all writers and disciplines 
recognise that trust is a critical element of local, national and international society, politics, family 
and life and commerce. Distrust also has a key role to play in protecting us against costly actions. 
Kohn suggests that only in societies where strict rules and laws dictate every aspect of life is trust 
not required. 

In a complex world, we increasingly delegate to others and trust becomes important in order to 
prevent the breakdown of that delegation. We no longer have the sort of lives where we can 
provide entirely for ourselves (and perhaps never truly did) or rely on a very small group of others. 
Trust takes many forms: trusting our supermarket to supply safe and plentiful food; trusting the 
water authority to supply safe water; trusting the police to protect us; trusting doctors to diagnose 
and treat us appropriately and trusting financial institutions to supply appropriate products and 
services.  Institutions specialise in the provision of services and to a greater or lesser extent we 
have to rely on and trust specialists5.

A number of studies have been conducted to show the link between trust, social capital and 
economic growth. In its review of social capital, ONS6 examines various definitions of social capital 
and concludes that central to its definition are ‘social relations, formal and informal social

  
1 BBC Reith Lectures 2002, http://www.bbc.co.uk/radio4/reith2002/
2 Hardin R (2006), ‘Trust’, Polity Press, London
3 Kohn, M (2008), ‘Trust. Self Interest and the Common Good’, Oxford University Press, Oxford
4 Hardin, R (ed) (2004), ‘Distrust’. Russell Sage Foundation, New York
5 Shapiro, S (1987), ‘The Social Control of Impersonal Trust’, Vol 93, No 3, pp 623-658
6 Office for National Statistics (2001), ‘Social Capital: A review of the literature’

“... trusting people enables us to take advantage of opportunities we would 
not otherwise enjoy. If we never, ever trusted anyone, life would be fairly 
miserable - trust is an important part of our lives” Onara O’Neill, BBC Reith 

Lectures 20021.

www.bbc.co.uk/radio4/reith2002/
http://www.bbc.co.uk/radio4/reith2002/
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networks, group membership, trust, reciprocity and civic engagement’. Both Hardin and Kohn refer 
to the early work of Fukuyama and Putman; the former who in his book ‘Trust: The Social Virtues 
and The Creation of Prosperity’7 suggested a relationship between trust and economic prosperity; 
and the latter having pointed to a decline in social capital and trust in the US in his book ‘Bowling 
Alone’8. Research by Knack & Keefer9 also established a clear relationship between trust and 
economic growth.

The ONS concludes from its review that the research available at the time showed a correlation 
between social capital, in the form of social trust, and a number of ‘desirable policy outcomes’ 
including increased longevity, lower crime rates, greater levels of income equality, improved child 
welfare, less corrupt and more effective government and enhanced economic achievement 
(resulting from lower transaction costs). Hardin states however that there is no definitive 
agreement on the direction of the causal arrows between social capital and trust. He points to 
some commentators who would argue that trust makes society work better (Putman) and others 
(Coleman) who suggest that a successful society and relationships increase trust.  Perhaps both are 
true and trust and trustworthiness feed off each other. 

However, other research does suggest a strong connection between trust and successful 
businesses or markets. Research by Schoorman et al10 conducted in restaurants has shown a 
positive relationship between trust between staff and management and the sales, profits and 
employee turnover in restaurants. They suggest that trust within an organisation can be a source of 
competitive advantage. Muthoo11 suggests that without trust, businesses and markets would fail, 
governments fall, economies collapse and relationships breakdown.  He also suggests trust plays a 
part in cementing markets, in particular in restoring trust in financial systems in the light of recent 
economic events. 

Whatever the precise nature of the relationship between trust and the effectiveness of society or 
markets, it would seem that trust is a critical component of many different relationships that are 
critical to the smooth running of our lives. 

  
7 Fukuyama, F (1995), ‘Trust: The Social Virtues and The Creation of Prosperity’, 
8 Putnam, R. (2000), ‘Bowling Alone: The Collapse and Revival of American Community’, Simon and Schuster
9 Knack S & Keefer P (1997), ‘Does Social Capital Have An Economic Payoff? A Cross-Country Investigation’, 
Quarterly Journal of Economics
10 Schoorman  F.D., Mayer R.C. & Davis J.H. (2007), ‘An Integrative Model Of Organizational Trust: Past, 
Present, And Future’, Academy of Management Review 2007, Vol. 32, No. 2, 344–354
11 Muthoo A, Director of the Economic Research Institute and chair of the Department of Economics, ‘Bulletin 
of the Economics Research Institute 2008/09’, No. 2, March 2009
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2.1 What is Trust?

The above quote has been taken from a document compiled by H.S. James of the University of 
Missouri. The paper is rather grandly entitled ‘The World Database of Trust’13 which sets out 23 
definitions of trust and identifies a large number of books and surveys on the subject.  For the 
purposes of this research we have adopted broadly the definition above which concerns 
expectation, competence and duty. Interestingly, given the subject of this paper, trust in this 
definition requires competence and duty on the part of both parties, although presumably the duty 
is limited by the respective competence of each party. 

Trust and trustworthiness are elusive qualities, hard to define and harder still to measure. The two 
expressions are closely related. Trust describes an individual’s disposition to put faith in another 
individual or organisation, thereby making them vulnerable to the actions of that other party. 
Trustworthiness on the other hand describes the characteristics that make a person or organisation 
deserving of that trust. As Hardin points out, there is also a third qualifying component to the trust 
relationship: the action that we trust another to perform. In other words, trust is rarely absolute 
and is limited to certain actions. 

One of the difficulties in defining trust stems from the sheer diversity of relationships in which trust 
is evident: between individuals and their families, colleagues and employers, communities, 
commercial organisations, governments and professional relationships. In this paper we have 
concentrated largely on the nature of trust between adults and commercial and professional 
organisations, although much of the research carried out on trust between individuals carries 
across into relationships with professionals.  

 
Whilst early theories of trust developed by Machiavelli and Hobbes suggested that rulers should be 
trusted unquestioningly by the people but should not be trustworthy in return, modern thinking 
has increasingly described trust as a reciprocal relationship and one in which humans are naturally 
trusting and trustworthy. Schoorman points out that there has been little research on the subject 
of the reciprocity of trust but suggests that modern leadership literature does support the view of 
reciprocity whereas some trust theories suggests that trust can be a one-way relationship. Recent 
economic experiments suggest that trust and trustworthiness, rather than self-interest, are deeply 
embedded in human nature 14. 

Risk and vulnerability are regularly referred to as being necessary features of trust. If there is no 
risk involved in a relationship or decision, then trust is not necessary. Similarly, for trust to exist, a 

  
12 Lewis JD and Wigert A (1985), ‘Trust as a Social Reality’, Social Forces, 63, 971, as quoted in ‘The World 
Database of Trust’ 
13 James HS, ‘World Database of Trust’, available at http://web.missouri.edu/~jamesha/trust/index.htm  
14 Ermisch J & Gambetta D (2006), ‘People’s Trust: The Design of a Survey-based Experiment’, ISER Working 
Paper, 2006-34

“ [Trust is the] undertaking of a risky course of action on the confident 
expectation that all persons involved in the action will act competently and 
dutifully” Lewis and Wigert12

http://web.missouri.edu/~jamesha/trust/index.htm
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person placing trust in another must make themselves vulnerable to the advice or actions of the 
other.  

Some researchers have identified two main types of trust: sometimes called primary trust and
reflective trust. The ONS report refers to a similar classification put forward by Putnam who 
describes thick and thin trust. 

Primary or thick trust both relate to close personal relationships. Primary trust requires no thought, 
is instinctive and taken for granted and is typified by the trust between a mother and child or by 
other personal relationships. Other researchers have attributed this type of trust as an emotional 
response. Kohn describes thick trust as ‘growing from familiarity’ and ‘observed over time that 
others actions are competent and meet moral standards’. 

In developing brands, companies are seeking to develop identities that will lead to consumers 
developing thick trust in the organisation. Some clients of professional advisers who develop close 
personal relationships with their advisers may also develop thick trust, albeit that the trust is 
limited to the specific issue at hand and that trust is reviewed on a regular basis in the light of the 
advice received. However, given the infrequency of most people’s interactions with professionals, 
this is not often the case.

Reflective trust (or thin trust) requires an individual to reflect on the individual or organisation, 
using knowledge gained about them, to determine whether or not to trust them. Individuals come 
to recognise and appreciate roles that others perform in society and trust them on the basis of 
what they know about those roles. In the context of professional relationships, this would suggest 
that professionals (and others) are trusted (or distrusted) on what is known about the role and 
reputation of the profession as well as any primary trust relationship with the individual adviser. 

Kohn also describes a form of trust which he describes as ambient trust. For example, we might 
have an ambient trust in our food supply, our local garages, our banks; until something goes wrong 
and ambient trust turns into ‘incandescent suspicion’. He also suggests that trust may exist on two 
levels: generalised trust and personal trust. The former might be expressed as a general trust in the 
medical profession; the latter as personal trust in one’s own doctor. Hardin, however, is somewhat 
dismissive of the idea of generalised trust and of survey questions that seek to measure it. He 
argues that generalised trust is nothing more than ‘an optimistic assessment of trustworthiness 
and willingness to take small risks on dealing with others whom one does not yet know’. Whether 
or not generalised trust really is a form of trust, it would appear that, in circumstances where an 
individual, institution or community is not known, some sense of whether that body is likely to be 
trustworthy is necessary before engagement can take place.  

However, as the ONS reports, other researchers (Sixsmith et al) have suggested that trust is more 
multi-dimensional and complex than the more simple dualistic approach suggested by some. 

Trust can also exist on different levels and be qualified. For example, I may trust the electricity 
company to deliver my electricity in a safe way and to measure the amount I use accurately but I 
may not fully trust them to adjust their pricing in a fair way. This presents particular problems 
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when trying to measure trust. Researchers have tended to set about measuring trust in one of two 
very different ways. Economists have typically set up Trust Game Experiments where individuals 
are asked to trust others by giving them money and recipients respond by demonstrating 
trustworthiness by repaying all or some of the money. Social researchers, on the other hand, have
tended to rely on standard questions in government surveys, such as those posed in the American 
General Social Survey. Both of these approaches could be said to be measuring generalised levels 
of trust in other individuals rather than specific levels of trust in institutions or specific types of 
individual. 

Not surprisingly researchers disagree however on which the best method is. Critics of the 
experimental approach suggest that it is over-simplified and conducted in conditions which do not 
fully reflect real life. Others, including the ONS hold that asking simple and explicit questions about 
whether people trust others is an inadequate way of measuring trust. O’Neill has suggested that it 
is better to measure people’s actual behaviour (for example their use of banks or doctors) rather 
than survey questions on trust. 

Several theories of trust have emerged from different disciplines within the social sciences. Most 
research suggests that trust is cognitive in nature and that trust therefore relies on knowledge 
about the party being trusted. Trust is also characterised by risk and vulnerability – we only need to 
rely on trust where the risks we are taking are high which as a result makes us vulnerable to the 
service or advice we receive. Our research suggests that trust and distrust are multi-faceted. On the 
one hand, we will all have a general idea of the extent to which an organisation or market sector 
can be trusted but this may differ from the trust we have in specific organisations or individuals 
within an organisation or market. The former we have called generalised trust whilst the latter can 
broadly be divided between thick trust which develops from personal experience and thin trust 
which is activated by a dependence on a proxy for personal experience.  

2.2 What drives trust and trustworthiness?

Once again, different theories put forward different ideas of what drives trust. Many theories start 
with the idea that trust is a natural human condition and that trust is learned at an early age. Bigley 
& Pearce describe several theories of trust and distrust16; dispositional, behavioural decision and 
institutional trust theories. In the first of these academics argue that certain individuals are 
predisposed to trust from an early age whilst others have a tendency to distrust. Others argue that 
trust is the result of a rational decision-making process, i.e. it is reflective; individuals analyse 
whether they will benefit from trusting another. A third set of theories suggests that institutional 
arrangements such as judicial systems and professional bodies (or perhaps brands) have grown up 

  
15 O’Neill O (2002), BBC Reith Lectures 2002
16 Bigley, GA & Pearce JL (1998), ‘Straining for Shared Meaning in Organisational Science: Problems of Trust 
and Distrust’, The Academy of Management Review, Vol 23, No 3, pp 405-421

“Well placed trust grows out of active enquiry rather than blind acceptance”
O’Neill, 200215



Professional Standards & Consumer Trust P a g e | 9

to encourage trust. Whilst many different theories exist, we believe that many of them are 
complementary rather than contradictory. 

Hardin describes trust as a cognitive function (rather than an emotional response); in other words, 
we trust others because we have knowledge of them that suggests that they are trustworthy. He 
argues that we do not choose to trust but rather that, once we have the relevant knowledge about 
an individual or institution, that knowledge becomes trust (or distrust). Kohn also suggests that we 
learn to trust in most relationships in life and that it is an involuntary action. He goes on to suggest 
that where we are uncertain about whether to trust someone or an organisation, we try to predict 
behaviour by the group or groups to which they belong and the expected characteristics of those 
groups. He suggests that where no reason is found to trust a professional or institution or where 
reasons are found to distrust, people tend to fall back on family and friends. 

Researchers seem to agree that the nature and drivers of trust differ according to whether the 
trust is based on a close personal relationship or on a more remote relationship such as exists in 
professional or commercial transactions. At the heart of the debate about how trust develops is the 
issue of whether it is:

• An emotional response; or

• One based on proxies such as professionalism and brands; or

• One based on a detailed analysis of the person or institution to be trusted. 

It would seem feasible that each may apply in different circumstances or with different people. 
Hardin refers to research which suggests that some people are more disposed to trust and may rely 
on their emotional response to people or situations. Equally, trust in people close to you may 
demand a more emotional response than trust in a commercial environment. With such decisions, 
love, sympathy or empathy are held to be major drivers of trust. 

Proxies such as professionalism or brand values may encourage people to trust others in complex 
situations where research is difficult and there is no basis for an emotional response. Kohn suggests 
that ‘where most people within a group are seen to be trustworthy, an atmosphere of generalised 
trust will prevail’. This would suggest that if a profession is seen to consist of individuals, the 
majority of whom are trustworthy, then the community at large may be more inclined to trust the 
individuals within the profession. Kohn pushes the argument further to suggest that where most 
individuals and institutions in society trust one another and tend to be trustworthy, higher levels of 
generalised trust will prevail; in other words, trust begets trust.  

Both Hardin and Kohn point to the importance of aligned incentives as a key influence. A will trust 
B (to perform X) if they believe that either B’s interests are aligned to their own or that B will put 
aside their own interests where conflicts arise. Both also point to the importance of reciprocity in 
trust relationships. A will continue to trust B if they continue (or seem to continue) to incorporate 
A’s interests into their own. However, trust can be destroyed quickly if that is found not to be the 
case.  Both writers suggest that trust is learned slowly and is difficult to gain whereas trust can be 
lost quickly and is hard to regain. 
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Research by Schoorman and colleagues suggests that where close personal relationships and 
emotions are not drivers of trust, individuals look for:

• Integrity – an adherence to sound moral / ethical principles;

• Benevolence – a sincere concern for customers interests and concern to do good for them;

• Credibility or competence – the knowledge, expertise, skills, leadership necessary to deliver 
on promises. 

Schoorman suggests that, when entering a trusting relationship, people judge competence and 
integrity quickly but that it takes longer to form a view on benevolence. They suggest that, in the 
short term, it is integrity that maintains the relationship but that in the long term, it is the measure 
of benevolence that is important. The same research suggests that the same principles apply to 
trust between individuals and between organisations.

Those basing their decision on analysis will also require relevant and trustworthy information to 
help support their decision. Whichever type of trust a person exhibits, they will also be influenced 
by past experience. In general, the longer a person has had a relationship with an individual or 
organisation, without trust being breached, the more they are likely to trust without regard to 
analysis or proxies. However, ultimately, trust requires a leap of faith, otherwise it is not trust. 

Early research on trustworthiness suggested that it is only a fear of detection that make people 
trustworthy (Glaucon). However, more recent research has suggested that people’s tendency to be 
trustworthy is influenced by how others perceive them. Experiments in trust, trustworthiness and 
communication conducted by Brown University in the USA 17 indicate that communication between 
parties increases both trust and trustworthiness, indeed, the more the contact the greater the 
trust. When an individual knows that another is relying on them to behave in a particular way, they 
are more likely to behave in a trustworthy manner and the more the other becomes a real person 
in their eyes, the more this is true. 

Similar experiments that replaced communication between the parties with structured contracts 
setting out rights and conditions, indicated that most individuals (in the experiment conducted) 
chose not to enter into a formal contract where they had the option, preferring instead to trust the 
other party. The research seems to suggest that people prefer to rely on their experience, own 
research or instinct about others rather than a purely contractual relationship. Other research 
suggests that trust can be undermined by detailed contracts and that contracts (or highly 
prescriptive regulations) only become necessary when trust or trustworthiness does not exist. 

  
17 Putterman L (2009), ‘Human Nature, Communication and Trust’, Annals of Public and Cooperative 
Economics 80:1 2009 
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2.3 Distrust

On the subject of trust and distrust, some see these as polar opposites (i.e. distrust is the absence 
of trust) whilst others such as Hardin see them as distinct concepts. Trust is described as relating 
closely to competence whilst distrust is more closely related to an individual’s motives and actual 
behaviour. In other words, a person may trust another on the basis of their actual or perceived 
competence (perhaps using membership of a profession as a proxy) but will come to distrust them 
on the basis of how they behave.

Hardin describes three states of trust: trust, a lack of trust, and distrust. He argues that the 
absence of trust does not imply distrust but that distrust is a distinct state in which a person 
actively does not trust.

Hardin also suggests that distrust may be ‘prudent’ and a rational response to evidence that 
another does not have our interests at heart. He suggests that trusting others where evidence 
suggests that they (or others like them) cannot be trusted is dangerous to the individual and that
distrust is a form of self-protection. However, he also explains that distrust may be unwarranted 
where it is based on inappropriate information or where it is rooted in prejudice. 

2.4 Has trust been damaged? 

In the same way that different theories of trust exist, different views also exist on whether trust in 
our society is in decline. 

Several surveys and reports (including Putnam) have claimed to track the decline in social capital in 
the US, and with it a decline in trust. Several commentators, including Hardin and Kohn, are 
sceptical about whether this can really be the case, pointing out that in modern societies we 
interact with more people and have to trust more people and institutions than did our 
predecessors. In the same way, we may therefore need to be distrusting of more people and 
organisations as well. In such an environment it should perhaps become more difficult to measure 
a decline in trust. 

The ONS has suggested that, even if trust is in decline in the US, there has not been such a drastic 
decline in either social capital or trust in the UK, due to different educational issues, the post-war 
transformation in social structure (in part the development of the welfare state) and the 
importance of not for profit organisations and volunteers in delivering social services. 

O’Neill concurs with this view and suggests that in fact, the UK has not seen a decline in trust but 
rather an increase in suspicion, and that there is little hard evidence for a decline in trust. She 
suggests that in many cases, particularly where we have little choice (e.g. trusting our doctors), we 
continue to trust in institutions and individuals. However, she does acknowledge that, where 
individuals do have a choice, trust may be more under threat. O’Neill also suggests that there are 
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no more breaches of trust today but rather an increase in the reporting of breaches.  O’Neill 
describes today’s environment as one of a culture of suspicion not a crisis of trust. 

Whilst it is hard to conclude whether trust is truly in decline from the work on the subject, it would 
seem probable that individuals are more questioning and challenging in their trust relationships in 
today’s society. If suspicion rather than distrust is increasing, it could suggest that individuals are 
less likely to adopt trust models based on emotion and perhaps less likely to rely automatically on 
proxies but be more likely to conduct their own research (shift towards reflective trust).

2.5 What harms trust?

If integrity, benevolence and competence are held to be the main drivers of trust then it should 
follow that a failure in these would harm trust and potentially generate distrust. Beyond this, a
number of specific conditions are held to be damaging, undermining or destroying trust:

• Fear, intimidation and coercion;

• Corruption, deception and dishonesty;

• Inappropriate legislation;

• Too much or unreliable information;

• Human rights legislation.

Fear and intimidation are seen to have no role in a trust relationship and as being contrary to the 
concept. Kohn refers to work by Gambetta on the endemic levels of distrust that have existed in 
parts of Sicilian society, brought about through a long history of corruption and violence. Distrust 
between the USA and USSR during the Cold War was created in part out of fear of the nuclear 
threat (Larson, 200418). A more recent example of generalised distrust has arisen out of the fear 
engendered by the events of 9/11. Hardin reports that many Americans have a generalised distrust 
of Arabs, just as some Arabs have developed a generalised distrust of Americans. Kohn suggests 
that inequality in society can also undermine trust since it can often lead to violence. Where the 
threat of violence exists, people find it harder to trust others in their community. However, where 
antagonism exists between communities, it can lead to stronger levels of trust within each separate 
community but high levels of distrust between communities. Kohn points to the recent history of 
Northern Ireland as an example. 

Montinola19 writes that corruption and dishonesty within institutions such as government can 
undermine trust across society. She also states that the rule of law plays an important part in 
supporting trust and distrust. She suggests that the rule of law needs to be strong enough to 
engender confidence and trust in society but can easily overstep the mark where it violates the 
rights of citizens, thereby engendering distrust.  Schoorman et al also support the view that 
excessive controls (whether legislative, regulatory or organisational) undermine trust. They state 

  
18 Larson D (2004), ‘Distrust: Prudent, if Not Always Wise’, chapter 2 of Distrust, edited by Hardin
19 Montinola G (2004), ‘Corruption, Distrust and the Deterioration of the Rule of Law’, chapter 13 of Distrust, 
edited by Hardin
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that where strong control systems exist to deal with risk, individuals cease to trust the trustee and 
come to rely on the systems instead. 

O’Neill describes deception and dishonesty as more important than a lack of competence, a view 
supported by the work of Schoorman above, who suggests that benevolence is more important 
than competence in cementing trust. On this basis, it might be argued that ethical standards are 
more important than qualifications in helping to bring about or restore trust.

O’Neill also expresses strong views about the role of the media in modern society (a view 
supported by Putnam in the US who describes TV as one of the major contributors to a breakdown 
in trust). Whilst, on the one hand, people need information in order to develop trust, irresponsible 
media activity can make it harder for people to trust. Hardin also suggests that the rise in 
heterogeneous communities, urbanisation and the growth in network societies may also 
undermine trust. 

Perhaps surprisingly, O’Neill also lays some of the blame for a lack of trust in an overemphasis on 
human rights. She suggests that human rights would be better expressed as human responsibilities, 
one of which is to trust institutions.  

Gillespie and Dietz20 have written a recent paper on the subject of the loss of trust at organisational 
level and cite the cases of the collapse of AIG, Northern Rock and Fannie Mae as examples. They 
describe a number of organisational failures that can lead to a collapse in trust:

• Fraud (for example Enron);

• Deceit (they cite the use of fabricated documents by the New York Times);

• Incompetence (the City of New Orleans when Hurricane Katrina struck);

• Fatal avoidable accidents (Townsend Thoresen);

• Exploitation (use of child labour);

• Massive job losses;

• Bankruptcy (Northern Rock).

Whilst the work of Gillespie focuses on the loss of trust between an organisation and its 
employees, they note that the breakdown can also apply to external relationships. 

2.6 Restoring Trust

Several commentators on trust suggest that attempts to restore trust are often misplaced and 
moreover, that certain so-called remedies actually exacerbate the problem rather than solve it. All 
commentators agree however that restoring trust once lost is extremely difficult. Gillespie & Dietz 
suggest that this is partly the case because where trust is broken through a breach of integrity; 

  
20 Gillespie N & Dietz G (2009), ‘Trust Repair After An Organization Level Failure’, Academy of Management 
Review 2009, Vol. 34, No. 1, 127–145.
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people give more emphasis to negative evidence than positive evidence. Positive evidence 
therefore has to work harder to be heard. They also suggest that a breakdown in trust encourages 
individuals to avoid further risk by placing trust in the individual or organisation. Reference is also 
made to work by Lewicki and Bunker which shows that repeated violations make trust repair 
harder. 

Research by Smith & Sachs21references work conducted by Scott (1999) who is said to discuss the 
idea of ‘wary trust’. He argues that where the environment has been a volatile, hostile and 
uncertain one then trust cannot be immediately and uncompromisingly established.  Indeed, it 
might be argued that under such conditions, a healthy mistrust may be the better option.

O’Neill expresses a number of thoughts on the subject of restoring trust. She suggests that the
media should be made to be more accountable using the Nolan principles of selflessness, integrity, 
objectivity, accountability, openness, honesty and leadership (rather than a detailed framework of 
rules). She suggests that these need to be imposed on the press as well as other institutions. 
However, she also suggests that openness and transparency need to be balance against too much 
information being available. She asserts that complete openness can lead to misinformation and 
disinformation; transparency can lead to people being less honest and to political correctness; and 
that a culture of detailed regulation can damage trust rather than restore it. She suggests that 
excessive reporting requirements can lead to a focus on targets and not doing the job and can 
sometimes result in unintended consequences (eg schools targets for exam passes lead to schools 
and teachers focusing on subjects and syllabuses with higher pass rates). 

In O’Neill’s view, good accountability should be focused on governance and self-governance, not on 
detailed reporting. She is also clear about the need for expert peer review rather than review by 
laymen. She suggests that trust is better supported by a lighter touch rather than a stronger touch
and a move away from focus on detail and measurement.  

Schoorman indicates that insufficient research has yet been carried out on the repair of trust. 
Indeed we have found very little material on the subject in our searches for this paper. Schoorman 
suggests that any remedies need to reflect the reasons for a breakdown in trust. He also refers to 
work by Aquino et all who suggest that there need to be different approaches applied to the initial 
resolution of the problem that causes a breakdown and subsequent behaviour that seeks to 
restore the relationship. 

In their analysis of trust repair, Gillespie & Dietz (2009) report that little research has been 
published on the subject of repairing trust at organisational level. Much of the earlier work 
concerns repairing trust in individual relationships. When examining trust repair research they 
reference the work of Lewicki and Bunker who recommend a four stage process for repairing trust:

1. Acknowledge that a violation of trust has occurred;
2. Determine the cause of the violation;

  
21 Groundwater Smith and J Sachs (undated), ‘The activist professional and the reinstatement of trust’, 
available at www.acij.uts.edu.au/archives/profprac/activist.pdf ,accessed 29th September 2009

www.acij.uts.edu.au/archives/profprac/activist.pdf
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3. Admit that the act was destructive and;
4. Accept responsibility for the consequences. 

Gillespie & Dietz conclude that apologies and admission of culpability are common features of 
suggested repair strategies. The paper also notes research which suggests that:

• Serving some form of penance can any verbal responses (Bottom et al);

• Punishment and regulation of the transgressor play a role in restoring trust (Dirks et al);

• Voluntary monitoring systems and sanctions help restore trust among customers. 

However, they also suggest that more than one approach to restoring trust may be required where 
organisational breakdown is involved and that the repair process may be protracted. 

Gillespie’s recipe for restoring organisational trust (the research focuses principally on the 
relationship between employer and employee) includes:

• Implementing regulatory controls to prevent and constrain future violations;

• Removing incentives that may encourage untrustworthy behaviour;

• Punish and sanction acts which violate trust;

• Acknowledgement of responsibility;

• Positive demonstrations of competence, benevolence and integrity.

Gillespie & Dietz propose two mechanisms for restoring trust. On the one hand they describe a 
group of tools which they call Distrust Regulation. In this, they refer to the work of others (Sitkin & 
Roth, Slovic, Dirks et al, Nakayachi & Watabe) which demonstrates that regulatory systems can 
enhance and repair trust. The research is purported to show that where regulations are imposed 
from within an organisation, they have a more positive effect than when they are imposed from 
outside (by Government or a regulator). The paper suggests that the imposition of controls from 
outside can give rise to fears that the organisation’s behaviour is driven by a desire to avoid 
sanctions or to get round the rules rather than having a real commitment to a change of behaviour. 
Internal regulation is seen to imply greater commitment. 

They also propose that in addition, interventions that ‘demonstrate and symbolise the 
organisation’s ability, benevolence and integrity’ are required. This second mechanism is described 
as Trustworthiness Demonstration. The paper advocates that Trustworthiness Demonstration 
involves taking many positive and consistent actions from within the organisation, including:

• Leadership - transformational leadership and communication, developing a value driven 
vision and goals, committing real resources to trust repair, including a financial 
commitment;

• Culture – create code of conduct, the promotion of ethical conduct, emphasise cultural 
norms around integrity, honesty etc;

• Strategy – reform strategy to reflect ethical code and fairness to stakeholders;
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• Structures and policies - use recruitment tools to ensure that selection focuses on integrity 
and values symbolising trustworthiness, revise appraisal systems to reflect ethics;

• External governance - voluntary engagement with external regulatory bodies, seek licences 
and accreditation, campaigning for sector-wide regulation;

• Public reputation – apologies and reparation where needed, voluntarily communication to 
the public of the organisations evaluation and diagnosis of its faults and how it intends to 
address them.

The research also proposes that the two mechanisms need to be applied in different 
circumstances. Where the breach in trust has been created by a failure of competence, the 
Trustworthy Demonstration tools will be more effective. Where the breach is due to a breach of 
integrity or benevolence they suggest that Distrust Regulation should be more effective. However, 
they recognise that their propositions have not been fully tested. 

Whilst the work of Gillespie & Dietz is focused on restoring trust between employers and 
employees and is specific to an individual organisation rather than a market, we see room for 
applying the broad principles to situations where a group of organisations has lost the trust of its 
customers, albeit that the solutions may be harder to construct and implement and may take 
longer to have a positive effect. 

A recent example of the application of theory to the restoration of trust can be seen in the work of 
the Food Standards Agency. The agency was set up as a body independent from Government with 
a remit to restore public trust in food following the BSE crisis. In a speech delivered in 2003, the 
agency recognised the importance and fragility of consumer trust and claimed to have restored 
trust in the food chain22. The agency tracks confidence in food safety and the agency itself. Both 
measures have improved markedly since the birth of the agency, a fact acknowledged by the 
National Audit Office in its review of the agency. The agency attributes its success to the 
independence of the organisation (from both government and the food chain), its transparent style 
of communication, the simple blunt messages it requires food suppliers to exhibit and the ethical 
requirements it imposes on food suppliers. 

2.7 Conclusions

Trust is critical to the success of society, markets, communities and families. According to some 
researchers, trust contributes to economic growth whilst distrust leads to higher transaction costs, 
inefficiencies and social, market or family breakdown. Where markets are complex and information 
asymmetry exists, trust is particularly important to market efficiency. Trust is critical to the 
professions in general and to financial services in particular. Without trust, the banking system 
would collapse (as it came close to in 2007/08).Without trust individuals would cease to engage 
with the industry (as some do at present).

  
22 Food Standards Agency (2003), ‘Protecting consumers in the future world market’
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Figure 2 below summarises our conclusions on the different forms of trust and distrust that may 
exist. 

Figure 2: Trust and distrust
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Few relationships should or do engender primary trust; blind trust in an individual is perhaps 
something that starts to unwind during childhood. Many relationships are instead based on thick or 
personal trust, where trust grows through familiarity and experience. A good experience will 
strengthen the trust whilst a bad one will weaken the trust and may quickly lead to thick or 
personal distrust. Where thick trust exists, there is less challenge and analysis of the relationship or 
the information, services or advice delivered. Reflective or thin trust is suggestive of a more distant 
relationship which is open to more challenge and where trust is fragile. In this instance, trust might 
depend upon the existence of information and proxies which people can draw to gauge situations 
and decide whether or not to trust. This is particularly the case where individuals have no previous 
experience of trusting an institution or professional or where they are infrequent users. 
Generalised trust describes the trust which people may have in broader communities or 
institutions where they do not have a personal relationship or where they do not regularly engage. 
Generalised trust or distrust may also be based upon information or proxies about a community or 
institution or upon the reported experience of others.   

In general, the research suggests that we are moving away from thick trust towards a more 
analytical or reflective form of trust. Consumers today are less likely today to rely on simple proxies 
(particularly where decisions are complex and important) and more likely to challenge and research 
individuals and institutions before trusting them, and to continue to do so throughout the 
relationship. 

This behaviour is driven partly by the media highlighting poor behaviour, information on 
alternatives being readily available, higher levels of education,  an emphasis on consumer rights, 
and inappropriate external regulation (and perhaps by definition, a lack of internal organisational 
or market regulation). In financial services markets, it is evident that headlines about misselling, 
corruption or bonuses as well as the prevalence of financial information available in the news and 
on the internet are intensifying the extent to which consumers challenge organisations and 
individuals. 
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The behaviour of individuals and organisations (real or perceived) is the most important element of 
trust. Deception or dishonesty are the most important sources of distrust in markets (assuming fear 
and intimidation do not exist in markets), and to a lesser extent a lack of competence.
Inappropriate information, inappropriate external regulation and detailed contract negotiations 
can also undermine trust. 

Where consumers are unable to trust, they will either fall back on their own resources or they will 
fail to act on issues. As we discuss later in this report, this behaviour is evident in many financial 
services markets where consumers either fail to take advice and buy based on their own research 
or do not buy at all and potentially face a more difficult future as a result. In markets where distrust 
has been shown to be justified – one where breaches of trust are common – distrust is an 
important defence mechanism and may be seen as a rational response. Distrust protects us from 
those who do not have our best interests at heart. 

Restoring trust in a sector, organisation or an individual once it is lost is complex and a long-term 
job and requires initially an acknowledgement of the violation and an acceptance of responsibility. 
Longer term restoration lies in a change of culture with an emphasis on ethical behaviour, 
sanctions where necessary and a deliberate and clearly communicated policy which demonstrates 
how the problem will not recur. Regulation, preferably self-imposed regulation can play an 
important part in restoring trust. 
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3 Trust and Professionals

3.1 What defines a profession?

In its report on private sector professions in the UK, SPADA24 refers to Lord Benson’s list of criteria 
for a profession, as published in Hansard in 1992. The key elements identified by Benson as being 
characteristic of a profession can be summarised as:

• An occupation which is subject to a governing body which exists to:
o direct the professional behaviour of its members;
o set standards of education as a condition of entry (SPADA adopts the entry 

threshold of  a first degree as Sir Alan Langlands described in his 2005 report on 
entry to the professions but recognises that this is not universal across the 
professions);

o set standards for on-going competence as a condition of continued membership;
o sets ethical and professional standards  which are higher than those established by 

general law;
o consider the needs of the public over the needs of members;
o take disciplinary action and, in extreme cases, expels members (and by implication 

remove their licence to trade);
o ensure fair and open competition;

• Working in the profession is often established by statute for the protection of the public 
(and by implication those working in the profession must submit themselves to regulation 
by a governing body);

• Members must:
o sub-ordinate their own interests to those of the profession (and although not 

stated, to those of clients);
o provide clients with information about their experience, competence, capacity to 

do the work and the fees payable;
o be independent of thought and outlook and must avoid any compromise of their 

independence;

• The profession must give leadership to the public it serves (rather than act as a 
representative organisation for its members). 

  
23 Bacon F, Essays 1625, http://en.wikiquote.org/wiki/Francis_Bacon sourced 1st September 2009
24 Spada Limited (2009), ‘British Professions Today: The State of the Sector’, Sponsored by RICS, the Law 
Society and CIMA, available at www.spada.co.uk

“the greatest trust between man and man is the trust of giving counsel”
Francis Bacon23

www.spada.co.uk
http://en.wikiquote.org/wiki/Francis_Bacon
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Di Luzio25adds a number of other criteria to the definition of a professional. He suggests that 
professions are in part defined by the existence of trust in them (i.e. if an occupation is not trusted, 
it cannot be considered a profession). He also refers to a body of work which describes public 
welfare as a key characteristic of a profession (Parsons) and maintains that it is the public welfare 
aspect of a profession that differentiates it from a business occupation. Finally, he describes a 
profession as one which involves the application of technical competence to solving the problems 
of individual clients. 

Self-regulation is also seen to be a key feature of the professions and it is the extent to which 
professions are allowed to self-regulate that is the subject of much of the recent debate. In his 
book ‘Medical Self-Regulation’, Davies26 refers to Abel’s definition of a profession:

‘... a profession is differentiated from other occupations by the privilege of self-
governance... A governing body... represents a profession and is formally 
recognised in doing so, it has powers of control and discipline over its members. 
A profession is given a measure of self-regulation so that it may require its 
members to observe higher standards than could successfully be imposed from 
without’. 

Reeves and Knell27 suggest that a shared set of professional values or ethos is a necessary part of a 
profession. The shared values communicate to the public what motivates professionals in a sector 
and demonstrates how the professional will behave when faced with a conflict of interest. 

A professional : client relationship involves information asymmetry. Professionals hold positions of 
power within society which can be open to abuse. It is this asymmetry; what Di Luzio describes as 
the competence gap, that both helps define a profession and the need for trust. He asserts that a
profession is defined in part by the inability of the client to assess fully the service being provided 
and by the use of technical language which is taken as a sign of competence. 

In a more negative light, professions have been described as self-serving, secretive and anti-
competitive. Some recent research suggests that a wide range of occupational groups have sought 
to position themselves as professions but that some do not exhibit all of the characteristics of a 
profession.  Others have gone as far as suggesting that professionalism is a misguided belief system 
which is seen as:

“a conspiracy against the laity”
(George Bernard Shaw)28

  
25 Di Luzio, G (2004), ‘Trust in Professions’, EUI Working Paper SPS No 2004/1
26 Davis, M (2007), ‘Medical Self Regulation’, Ashgate Publishing Limited, Aldershot
27 Reeves R & Knell J (2006), ‘Good work and professional work’, part of the Demos series of papers: 
Production Values – The everyday encounters between citizens and professionals should help them to build 
shared autonomy, edited by John Craig. 
28 Shaw, G S (1906), ‘The Doctors Dilemma’
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The professions are increasingly seen as a major part of the UK economy, as seen by the decision 
by HM Treasury to commission a recent review of professional services in the UK which set out a 
vision for the sector for 202029. 

3.2 Are professions trusted?

Most of us will have cause to place trust in professionals at certain times in our lives. The 
alternative is often to do nothing or to do it badly. In medicine, the alternative to trusting a doctor 
is to self-diagnose or ignore an illness and in extreme cases to die prematurely. Lack of trust in 
teachers can lead to a failure to educate children. 

Di Luzio suggests that trust and risk are part and parcel of impersonal relationships and that risk is 
reduced by consulting a professional and by the controls placed on a profession.  He distinguishes 
between two types of trust: the first a generalised trust in a profession as a whole and the second 
the specific trust between professional and client. He suggests that the former is necessary before 
the latter can develop. He emphasises that trust in a profession is built on the basis of an accepted 
role in public welfare and an institutionalised set of service ideals. It is the existence of these two 
aspects that Di Luzio maintains prevent clients from being exploited and justify generalised trust in 
a profession.  A key element of attaining and maintaining trust in the profession (rather than an 
individual professional) is the ability to make society believe that they are trustworthy and that the 
public recognises both the value and the authority of the profession. This generalised trust is built 
on a reliance on institutions (e.g. professional bodies) and systems (training, codes of conduct and 
monitoring) which support the profession. 

In 1998, Thomas30 suggested that trust in professionals is mediated directly by the professional 
bodies and by allied institutions. He stated that professional association becomes a heuristic for 
assessing organisational trustworthiness.  

As suggested by the theories outlined above, in the absence of a personal relationship or other 
information, we use professional associations as a proxy to assess the trustworthiness of its 
members. These bodies need to be recognised by the public to succeed in engendering trust. 
Consumer trust in the profession then becomes dependent upon the assumption that the 
institution imposes standards and supervises its members. Regulations, oversight and standard 
practices provide additional signals of trustworthiness. If, as suggested by Gillespie & Dietz above, 
trust in organisations is best restored by regulation from within rather than external regulation, this 
would suggest that professions should, where possible, regulate themselves from within rather 
than having Government or an external regulator impose rules. This is clearly only possible where 
the profession has a collective incentive to impose regulation from within. 

Several papers have been produced on the subject of the loss of trust in the professions. Di Luzio 
refers to many different studies which it is claimed set out the case for a decline in trust in the 

  
29 HM Treasury (2009), Professional Services Global Competitiveness Group report
30 Thomas C (1998), ‘Maintaining and Restoring Trust in Government Agencies and their Employees’
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professions but goes on to assert that this may not be a loss of trust but rather a more challenging 
approach brought about by increased levels of education and access to information through 
modern media. This, he claims, has led to a greater awareness of professional fallibility and 
increased levels of individual knowledge. He suggests that this may be bringing about a change in 
the signals that are required to convey professionalism. 

In 2002, the Royal Society for the encouragement of Arts, Manufactures and Commerce (RSA)
started a programme of research into the professions, stating at the outset that they believed the 
professions to be:

“‘under siege. Their authority and status, their exclusive access to 
specialised knowledge, their right to regulate their own affairs are all being 
seriously challenged31”.

SPADA refer to reports which record the decline in deference to authority and institutions brought 
about in part by the shift from an industrial society to a knowledge society. The internet in 
particular provides consumers with ammunition with which to challenge professional advice. 
SPADA also reference surveys from the UK and US which chart the decline in satisfaction or regard 
amongst the public. 

Pfadenhauer (2006)32 suggests that changes in modern life are changing the relationship between 
professionals and their clients with clients becoming more critical and more expert. Clients have 
moved from a position of blind acceptance of professionals (simply using the profession as a proxy 
for ability to trust) to a more critical approach (one where analysis replaces or supplements the 
proxy).  One of the factors driving this change in society is the increase in competition from non-
professionals (e.g. providers of alternative remedies undermine trust in medical profession). Other 
reasons given for the decline in absolute trust are: the rise of consumer groups (although they 
perform an important role in policing trust, their actions can undermine trust more generally), a 
higher proportion of the population with higher qualifications, increased access to information and 
increasing criticism by mass media (Stichweh, 2000). 

Trust can be lost in a number of ways. SPADA relates some of the decline in trust to reported 
failures in ethical standards or malpractice (e.g. the behaviour of executives at Enron or 
accountants at Andersen). Some research suggests that the rise of the detailed contract between 
professional and client is responsible for some of the decline in trust. Others point to organisational 
instability (the more stable a firm is, the more trust individuals are likely to have in it), increased 
litigation, evidence of a lack of competence, complacency and failures to fulfil fiduciary obligations. 
Professionalism is also seen to be challenged from the inside as professionals question whether the 
constraints and regulations associated with being a professional are worth it. 

  
31 RSA,’ Professional Values for the 21st Century’, http://www.thersa.org/projects/past-
projects/professional-values-for-the-21st-century
32 Pfadenhauer M (2006), ‘Crisis or Decline? Problems of Legitimisation and Loss of Trust in Modern 
Professionalism’, Current Sociology, Vol 54(4), pp 565-578

www.thersa.org/projects/past-
http://www.thersa.org/projects/past-
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Smith & Sachs33 suggest that a decline in trust in the professions is a consequence of the ‘audit 
society’, one in which the state seeks to control and regulate the provision of a wide range of 
services or indeed one in which individuals seek to check the advice they are given by professionals. 
They suggest that in such a society, the more rules are imposed on a profession, the less the 
practice of trust. They go on to reference a number of papers which support this concept, all 
mirroring the findings of general research on trust which suggests that a move to contractual 
negotiations serves to undermine trust. They go on to describe the audit society as one which:

‘... requires constant surveillance and inspection. It requires regulation, 
enforcement and sanctions. It requires professional practice to be auditable 
by creating specific performance measures. It requires of its professionals 
self ordering, not based upon individual moral judgement, but upon meeting 
externally applied edicts and commands.’

Some professions are clearly trusted more than others. One of the most long-standing surveys of 
generalised trust in the professions is conducted by Ipsos MORI. The survey ranks public sector 
professions. Doctors are the most trusted with politicians the least trusted (Figure 3). 

Figure 3: Trust in Professions34

Source: Ipsos MORI

  
33 Groundwater Smith and J Sachs, ‘The activist professional and the reinstatement of trust’; available at
www.acij.uts.edu.au/archives/profprac/activist.pdf (accessed 29th September 2009)
34 Ipsos MORI (2009), ‘Trust in Doctors 2009’, Annual Survey of Public Trust in Professions, accessed from 
website October 2009, 
http://www.ipsosmori.com/researchpublications/researcharchive/poll.aspx?oItemId=2478

www.acij.uts.edu.au/archives/profprac/activist.pdf
www.ipsosmori.com/researchpublications/researcharchive/poll.aspx?oItemId=2478
http://www.ipsosmori.com/researchpublications/researcharchive/poll.aspx?oItemId=2478


Professional Standards & Consumer Trust P a g e | 24

A comparison with previous surveys (Figure 4) shows that levels of trust have remained, in the 
main, pretty steady since 2003. Politicians and government ministers are the notable exception, 
probably reflecting the fall-out from the MPs’ expenses scandal of 2009 as well as the economic 
climate. 

Figure 4: Trust in Professionals - Trend

In a perhaps less scientific and not fully representative survey conducted by the Today 
programme35, it was found that certain professions rank above others in how much they are 
respected (used here as close cousin of trust). Some traditional professions score well, including 
many in the public sector whilst some public officials and some private professions score badly (in 
relative terms).  It is interesting to note that some of the professions among the least respected are 
highly regulated and subject to professional standards (e.g. lawyers and accountants). Professions 
that score well are generally seen as caring or protecting professions with a strong public interest
(see Figure 5 below). 

  
35 BBC Today Programme survey, May 2002. Survey of listeners. 
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Figure 5: The Today Professions Vote 2002

Source: BBC Today Programme

3.3 Regulating the professions

The early professional bodies emerged from the clubs and guilds of old. The SPADA report charts 
the history of the surveyors and lawyers professional bodies and notes that in some cases, the 
formation of the ‘clubs’ was in response to a poor public perception of the embryonic profession.
Professional self-regulation was seen to be in the public interest. 

Professional bodies generally have some form of regulatory power over their members, some 
having that power devolved to them by the state in place of direct government regulation. Some 
have sought and gained exclusivity or monopoly over licensing of the profession. Professional 
bodies clearly play an important role in generating or supporting trust. However, professional 
bodies themselves have come under scrutiny in recent years and have been described as 
institutions that are ‘ripe for corruption’ with powerful incentives to look the other way (Shapiro). 

Friedman37 argues forcibly for a stronger role for ethical standards in the regulation of the 
professions and a light touch approach by Government to regulation. He also advocates that ethical 
codes should be written in a language that can be understood by the general public. 

  
36 The OFT's response to the Legal Services Board's Consultation on Regulatory Independence Consultation 
on proposed rules to be made under sections 30 and 51 of the Legal Services Act 2007 (c.29)
37 Friedman, A (2006), ‘Strengthening professionalism: ethical competence as a path to public good’, part of 
the Demos series of papers: Production Values – The everyday encounters between citizens and 
professionals should help them to build shared autonomy, edited by John Craig. 

Most respected:
1. Doctors (most respected of all)
2. Nurses
3. Teachers
4. Firemen
5. Paramedics
6. Armed Forces
7. Scientist
8. Ambulance driver
9. Police officer
10.Care assistant

Least respected:
1. MPs (least respected of all)
2. Estate Agents
3. Government Ministers
4. Lawyers
5. Journalists
6. Footballers
7. Advertising executives
8. Car dealers
9. Company director
10.Accountant

“Consumers and the public at large are unlikely to trust any regulatory 
framework, unless and until, they are satisfied that it is separate and 
independent from representative self-interest” OFT36
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A number of strategies have been employed by Government and professions to address the 
perceived decline in trust or confidence. These include:

• Increased regulation;

• Higher minimum standards of qualification;

• Increased requirements for continuing education or training;

• Separation of the regulation of the profession from the qualification awarding or lobbying 
roles of professional bodies;

• Establishing a more evident focus on public interest and public debate within professional 
bodies. 

Views differ on the efficacy of these strategies, in particular increased regulation.  Regulation, 
whilst reducing abuse is seen to sabotage the purpose of trust by removing control from consumer 
to direct the relationship (see O’Neill above). In other words, regulation removes flexibility and 
personalisation of the relationship between adviser and client. Shapiro discusses the ‘paradox that 
the more we control the institution of trust, the more dissatisfied we will be with its offerings’. This 
view would seem to be supported by Gillespie and Dietz’s work described in an earlier section of 
this report. 

Consumer bodies have sometimes lobbied for complete independence of regulation of the 
professions whilst the professions have argued for continued self-regulation. In a paper published 
in 2004, the Social Market Foundation presented both sides of the argument in relation to the 
medical profession38. The consumer argument put forward by the Consumers Association 
suggested that whilst the professional bodies continue to self-regulate they cannot be seen to be 
acting in the interests of the public. They argue for stronger lay representation and independent 
regulatory bodies. The counter argument put forward by the President of the GMC (General
Medical Council) and by the President of the Law Society argues that external regulation would 
lead to the members of the profession adopting defensive behaviour and no longer ‘subscribing to 
an ideal’. However, both acknowledge the need to involve the public and for greater transparency. 

In recent years, many government reviews have concluded that the public interest has been seen 
to be best served by creating independent regulatory bodies which oversee the self-regulatory 
activities of the professional bodies themselves. However, in some professions, there has also been 
a strategy of deregulation of the profession to improve access and efficiency (see the teaching and 
legal profession sections below). 

Whilst there appears to be no empirical research to show that the development and regulation of 
professional bodies has served to improve public confidence, the longevity of many of the 
professions and their monopoly on services might suggest that professionalisation has served the 
sector well. However, views appear to differ on whether increased statutory oversight or regulation 
is likely to lead to greater trust in the professions. For now, many of the changes made to the 
professions have tended to err on the side of maintaining an element of self-regulation with some 
form of independent oversight. 

  
38 SMF (2004), ‘Professionally-led regulation in healthcare – just a cosy club?’
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3.4 Lessons from other professions

Appendix one to this report outlines the changes that have taken place in five professions over the 
past few years. All have been made in response either to scandals that have disrupted faith in the 
profession or in response to concerns about quality and consistency of outcomes. Concerns have 
also been raised about the ability of the public to engage with legal advice. 

The medical profession has been forced to review its code of ethics and competency in the light of 
public concerns around a number of high profile cases (the improper use of organs at Alder Hey,
Harold Shipman and the deaths of children in Bristol). The scandals led to reviews of the profession 
and to the establishment of the Council for Healthcare Regulatory Excellence as an oversight body 
for the whole medical profession; the introduction of regulated Continuous Professional 
Development (CPD) for members of the GMC and the introduction of more lay representation 
within the individual professional bodies. 

The legal profession has a long history of self-regulation but has also long been criticised for its lack 
of competition and protectionism. The most recent major review of the profession, the Clementi 
Review, resulted in the establishment of the Legal Services Board as an oversight body for the 
whole profession and a single consumer complaints body for the profession. In addition, the 
individual professional bodies have strengthened the independence of their disciplinary bodies. 
Moves by the Legal Services Commission to locate community legal services in locations within 
communities that are trusted for other services and the provision of telephone based advice are 
credited with improvements in engagement with the public and a higher take-up of advice. 

The regulation of the teaching profession in England has also been subject to change since 1997. 
The concerns led to a new oversight body, the General Teaching Council, new vetting procedures 
for teachers, a new code of conduct and new disciplinary procedures. Whilst an improvement in 
trust in teachers has not been measured, teachers themselves are reported to feel more confident 
about the status of their profession. 

Confidence in the accountancy profession was hit hard by the events surrounding the collapse of 
Enron and Worldcom in 2001. A Government review has led to increased powers for the Financial 
Reporting Council (FRC), a new body for standard setting in audit, a strengthened professional 
oversight board and a new disciplinary board. We find no research to support the view that this has 
restored confidence and trust but many of the new measures are in their early days. 

Trust in the actuarial profession was similarly damaged by the collapse of Equitable Life. The review 
of the profession was highly critical of professional standards and the monitoring of standards and 
the culture of the profession. As a result, oversight of the profession was transferred to the FRC 
and the profession was required to submit itself to new examination and CPD standards as well 
new monitoring procedures.  
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In summary (see Figure 6 below), all of the professions reviewed above have experienced some loss 
of confidence or trust on the part of the general public, institutional clients and/or the Government 
in recent years. For some professions, there would seem to be a history of seeking to build or 
restore public trust through the development of the profession and through increased regulation of 
members of the profession. Recent trends have seen many professions move towards a system of 
self-regulation overlaid by an independent oversight body, often one which oversees more than 
one professional body to ensure consistency across the ‘market’. Similarly, professional bodies 
themselves have sought to separate out their regulatory roles from their lobbying activities. 
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Figure 6: Summary of changes to professions

Profession Triggers Trust Concerns Reviews Outcomes

Medical 
Profession

Harold Shipman.
Bristol Royal 
Infirmary.
Alder Hey.

Lack of confidence in ethical 
standards, competence and 
in regulation of the 
profession.

Kennedy Report 
(Bristol).

• Requirement for on-going Continuing Professional Development 
(CPD) to demonstrate higher and more consistent standards of 
competence.

• Establishment of Council for Healthcare Regulation Excellence.

Legal 
Profession

OFT review of 
competition in 
legal services.

Protectionism and a lack of 
competition. Lack of access 
to legal advice. 

Clementi Report 
2004.
Legal Services 
Act 2007.

• Establishment of the Legal Services Board as oversight regulator.

• Separation of professional body regulatory activities from 
lobbying.

• Establishment of the Office for Legal Complaints. 

• Changes to the provision of legal services at community level 
leading to higher engagement. 

Teachers Labour 
Government 
comes to power.

Concerns about levels and 
consistency of competence 
and disciplinary processes. 

1998 Teaching 
and Higher 
Education Act.

• Establishment of the General Teaching Council.

• Compulsory registration of qualified teachers (in maintained 
schools).

• Qualified teacher status.

• Monitoring of teachers, disciplinary process.

Accountants Enron.
WorldCom.

Concerns about standards, 
ethical behaviour and 
competence. 

DTI Initiates a 
review of 
regulation of 
the accountancy 
profession.

• FRC becomes the independent regulator of the profession. 

• Professional Oversight Board established.

• Audit standards moved to FRC.

• New investigation and disciplinary board.

Actuaries Equitable Life. Concerns about 
independence of actuarial 
advice, competence and 
disciplinary procedures. 

Penrose Inquiry.
Morris Review 
of the Actuarial 
Profession.

• Introduction of oversight of professional bodies by FRC.

• Increased monitoring, CPD and revisions to examination 
syllabus.
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3.5 Conclusions

Whilst there is not universal agreement that trust in general and trust in professions in particular is 
in decline, there does seem to be a consensus that modern society is leading to consumers and 
others adopting a more sceptical and challenging approach to their relationships with a wide range 
of professionals and other service providers. As consumers move towards a more reflective 
approach to trust, they increasingly seek information to support their trust. Information, in 
particular information through the internet, enables us all to find out more about professions in 
general and professionals in particular. 

Professional bodies play an important role as a proxy that enables consumers and others to place 
trust in a professional. Knowing that a professional is regulated, meets certain standards of 
knowledge and is subject to a code of ethics facilitates trust even when the individual professional 
themselves is not known. When dealing with professionals, the existence of qualifications 
(competence), an ethical code (integrity) and incentives which are aligned to the client 
(benevolence) are critical to the success of the profession as a whole as well as its individual 
practitioners. 

Whether or not there are more cases of malpractice in professions, it is certainly the case that 
cases are reported more prominently in the media. There is also strong evidence that Government 
has felt the need to respond to cases of malpractice with reviews and changes to the regulation of 
the professions. Reviews have sometimes stopped short of complete statutory regulation and have 
instead imposed an additional hierarchy of statutory oversight or quasi self-regulation above the 
professional bodies. Much of the academic research suggests that maintaining self-regulation is an 
important aspect of the professions; that ethical codes are an important part of projecting 
trustworthy behaviour; but that increased regulation and in particular excessive state control may 
further inhibit trust in the professions.  

Whilst most of the recent reviews of the professions have asserted that the changes proposed are 
necessary to maintain or restore public trust, we have not found any research which confirms that 
the changes have had any impact on levels of public trust. By this, we do not mean to suggest that 
the changes are unnecessary but rather that we have not found any organisations who have found 
it necessary to prove that this is the case. Instead, it seems to be taken as a given that there is a link 
between higher and more transparent professional standards and consumer trust. 

The general premise of independent oversight regulation allied to transparency, increased CPD and 
higher ethical standards appears to attract widespread approbation and has been accepted as 
necessary by many professional bodies. There is also some anecdotal evidence that the early 
development of professional bodies was itself a response to poor levels of public trust and that 
professionalisation may have served to build efficient and trustworthy services which did not 
require excessive state control. 
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4 Consumer trust in financial services

Trust is considered to be more important in financial services (FS) than in many other industries. 
Trust is essential where products are complex and intangible, risk is inherent in many products, the 
consequences of decisions are not known for many years and the impact of a failure of trust can be 
catastrophic to many consumers39.  The financial services industry needs consumers to trust it in 
order to operate efficiently. Consumers need to be able to trust financial services institutions in 
order to manage their money and grow their personal wealth. 

Although trust is recognised as important, there would appear to be a widespread belief among 
regulators and Government that trust in financial institutions and financial advisers has either been 
lost or that in cases where trust has existed it has been ill-advised, a point recently highlighted by 
Meglena Kuneva, the European Consumer Commissioner when she said:

“The fact is that many people trust their financial advisors the way they trust 
their doctors. And, sadly, they should not”40.

In recent times, during the turmoil of economic events, the issue of trust in financial services firms 
and how to restore it has risen to the top of the industry agenda. This is evidenced by White 
Papers, reports and speeches from various sources such as HM Treasury, Financial Services industry 
leaders,  MPs and the FSA. The underlying theme to most of these papers is that action is required, 
if consumer trust in and the reputation of financial services is to be restored.  The proposals made 
may vary but in general they propose greater transparency, simplification and higher levels of 
professionalism within the industry. In order to restore consumer confidence, it has been proposed 
that it will not be enough to have change thrust upon the market by regulators but that reform will 
need to be seen to come from within41.

  
39 Ennew C & Sekhon H (2009), ‘The Financial Services Trust Index: A Pilot Study’, Financial Services Research 
Forum, University of Nottingham.  
40 Meglena K (2009), ‘Restoring Consumer Trust in Retail Financial Services’, speech to the ESBG Conference 
‘Retail Banking in Europe – the way forward, lessons from the crisis and priorities for the future’, Brussels, 
September 2009
41 Haldane A (2009), ‘Credit is Trust’, speech delivered to the Association of Corporate Treasurers, Leeds, 14th

September 2009

“The problem is that firms are not fully trusted – and sometimes do 
not deserve to be fully trusted –” Adair Turner (July 2009) 
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4.1 Trust and engagement

According to David Llewellyn42 a lack of trust (and confidence) can be regarded as a market failure
for three main reasons: 

• There is likely to be a sub-optimal demand for financial products and services as some 
consumers exit the market, and do not buy what they should buy;

• Inappropriate products may be purchased and therefore consumers end up with sub-optimal 
portfolios;

• Consumers are not able to exercise market power, i.e. consumer empowerment is weak.

Shapiro (1987), argues that it is difficult for individuals to exercise control over agents in complex 
financial markets, particularly where agents are not incentivised to act in the interests of their 
principal – the customer, or at least are perceived in this way. In financial services markets the law 
of agency, brands, regulation of firms, codes of conduct, professional standards and disclosures act 
as mechanisms to support trust in advisers, albeit that codes of conduct and professional standards 
are not universally applied. 

Shapiro and others suggest that  consumers respond to this complexity in financial markets by 
adopting a variety of strategies: avoidance of financial markets where possible; developing their 
own expertise through education and research; spreading the risk around several institutions; 
entering into contracts with agents; or limiting their transactions to known and trusted individuals 
who have proved themselves in the past (be that formal advisers / providers or informal advisers 
such as family or friends).  

The issues of trust and use of financial advisers  are explored by Luigi Guiso, Paola Sapienza and 
Luigi Zingales43 who argue that the greater the level of trust, the more people will use financial
advisers and the better informed their portfolio choices will be (which they equate with holding a
greater share of wealth in equity). Their study is based in Italy. Findings such as these and those of 
the FSRF’s Financial Services Trust Index44 suggest that higher levels of trust between consumers 
and advisers will enable advisers to acquire a larger share of wallet as consumers engage more in 
financial planning. This view is also a finding of the ‘Mercatus 2008 Financial Services Franchise 
Health Study’ which stated that consumers' trust in their primary bank is a major driver of share of 
wallet capture45. Nevertheless, it should be borne in mind that it is difficult to distinguish cause and 
effect in trying to come up with an explanation of the links between trust and behaviour. Are 
people with a positive image (and with higher levels of trust) more likely to buy, or does the 

  
42 Llewellyn D T (2005),  ‘Trust and confidence in financial services: a strategic challenge’, Journal of Financial 
Regulation and Compliance, Vol. 13, No. 4, 2005, pp. 333–346
43 Luigi G, Paola S and Luigi Z (1999), ‘The Role of Trust in Financial Development’
44 Alferoff, Catrina et al (2006), ‘Reluctant Consumers? Consumer knowledge, trust and well-being’, Financial 
Services Research Forum
45 Study of Retail Financial Institutions shows That Consumer Trust Drives Share of Wallet Capture, 
http://www.reuters.com/article/pressRelease/idUS194816+13-Aug-2008+PRN20080813 Accessed28 August 
2009

www.reuters.com/article/pressRelease/idUS194816+13-Aug-2008+PRN20080813
http://www.reuters.com/article/pressRelease/idUS194816+13-Aug-2008+PRN20080813
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experience of buying improve their opinion of the industry and advisers? 46 It may not necessarily 
follow that an improvement in levels of trust among those who do not currently engage would lead 
to higher levels of financial activity. Other barriers, such as affordability or attitude to risk, may 
prevent engagement even where generalised trust exists. 

4.2 Trust in Financial Services

If there is consensus that trust in the wider financial services is weak, is there evidence to back this 
up, and moreover, is there evidence that it has weakened? The evidence would appear to be mixed 
with some surveys suggesting that trust is weak and others showing moderately high and sustained 
levels of trust.  Further analysis of the research available suggests that the picture differs according 
to whether the research is describing levels of generalised trust in the financial services market or 
whether it describes levels of trust between individuals and the financial institutions that they use. 
The research summarised below looks at consumer trust in the financial services market and 
institutions in general and we return later to the question of whether consumers trust financial 
advisers.

The Financial Services Consumer Panel (FSCP) has produced a number of research reports exploring 
consumer attitudes and experiences of financial services. The consumers’ lack of generalised trust 
in the financial services industry is explored in a number of these surveys. In 2005, the FSCP 
commented that a link existed between mistrust and a lack of engagement with financial services48, 
the impact of which meant that consumers were less likely to have the right portfolio of products 
to meet their needs. In a 2006 report49, the FSCP constructed a trust index and found that that only 
a small proportion of consumers (14%) could be classified as having a high level of trust in the 
financial services industry. Respondents were more likely to have a negative view with 34% 
classified as having a low level of trust. However the majority of respondents (52%) were broadly 
neutral, displaying no strong opinion in either direction. The Panel lays the blame for low levels of 
trust on the perceived poor behaviour of the financial services sector and a lack of consumer 
focus50. Research from the FSCP and others, both in the UK and internationally finds that the level 
of consumer trust of financial services is related to age, income and educational attainment. The 
higher these are, the more likely it is that an individual will trust the industry. 

  
46 Financial Services Consumer Panel (2005), ‘Consumer Confidence in the Financial Services Industry’
47 Financial Services Consumer Panel (2008), ‘Exploration of consumer attitudes and behaviour with regard to 
financial advice and the implications of RDR proposals’
48 Financial Services Consumer Panel (2005), ‘Consumer Confidence in the Financial Services Industry’
49 Financial Services Consumer Panel (2006), ‘Survey of consumer attitudes to financial services and their
experience in buying them’
50 Financial Services Consumer Panel (2008), ‘Exploration of consumer attitudes and behaviour with regard to 
financial advice and the implications of RDR proposals’

“The perceived profit rather than customer focus of financial services 
providers has led/is driving an increasing distrust of financial services 
providers”FSCP47
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Two other surveys support the view that generalised trust in the FS industry is low. Qualitative 
research undertaken for Aegon in 200751 found that consumers consistently implied a lack of trust 
in the financial services industry. This was attributed to either

“‘personal experiences of being burnt, scare stories in the media ... [or] a general 
perception that the financial services industry is out for itself and not acting in 
customers’ best interests”.

Research for the CII52 suggested that the majority of respondents feel that the industry is not doing 
enough for it to be fully trusted. Only 5% of respondents felt that they trusted the industry and that 
it did not need to improve. One in five respondents (21%) felt that they would not trust the 
industry again, suggesting a very big uphill battle ahead. Others (upwards of 33%) felt that their 
trust might recover once the economy or their personal financial position had recovered.

One of the surveys most relevant to measuring trust, The Financial Trust Index, is conducted by the 
Financial Services Research Forum (FSRF) at Nottingham University Business School. The FSRF 
survey measures trust between consumers and the institutions which they use, rather than 
measuring generalised trust. Data is gathered from a randomly selected representative selection of 
the UK population with over 1400 people interviewed for the 2009 survey. Rather than using a 
yes/no comparison, measures of trust are constructed by averaging across responses to a series of 
statements. Responses are then scaled so that the maximum possible score is 100 and the 
minimum is 0.

Findings from the Financial Trust Index 2009 show that, although there is market consensus that 
consumer trust of financial services is low, the current economic environment has not created a 
trust crisis and that levels of trust in known and used financial institutions remain high. An average 
trust score of 75.02 is attributed to financial institutions in the 2009 survey suggesting that 
consumers are generally trusting of FS institutions. FSRF also conclude that consumers have more 
confidence in the dependability of their financial institutions (perhaps a measure of competence) 
than they do in the benevolence or integrity of the institutions. As Figure 7 below shows, the 
overall trust level has been broadly consistent since the pilot study in 2005.

  
51 AEGON UK (2007), ‘Distribution & Financial Advice Consumer Research Summary Report’, Opinion Leader
52 YouGov survey for CII (2009), sample 2064 adults. Question - As a result of the banking scandals, the 
financial services industry as a whole is currently held in low public esteem. Building this trust back will take 
time. Which of the following measures could professionals in the financial services sector take to help win 
back your trust?
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Figure 7: Overall trust of Financial Institutions (mean)

Analysis of The Financial Services Trust Index also found that older consumers displayed higher 
levels of trust compared to younger people. 

According to FSRF, consumer indifference and disengagement has been one of the major obstacles 
for the financial services industry in its concern to become more respected and trustworthy, and 
their desire to transform consumers into buyers rather than mere targets for sales53.  

Research on levels of trust in FS suggest that whilst generalised levels of trust in the industry may 
be low, levels of trust between individuals and the institutions with which they deal are high and do 
not appear to have been damaged by recent events.

4.3 Trust in Financial Advisers

In this section, we examine research on levels of trust in financial advisers. Whilst some of the 
research is specifically on the subject of investment advisers, the distinction between the two 
labels is often blurred, at least in the mind of the consumer.  Once again, we distinguish between 
research which measures levels of generalised trust in the financial advice sector and that which 
measures trust based on experience of a specific adviser. 

  
53 Alferoff, C (2006), ‘Reluctant Consumers? Consumer knowledge, trust and well-being’,  Financial Services 
Research Forum
54 FSA (2008), ‘Accessing investment products: Consumer perceptions of a simplified advice process’, (quote 
from a respondent who had not used an adviser)

“Investments are a minefield. I don’t really understand them and it is down 
to trust, and I don’t trust strangers” FSA Research54
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Several surveys have measured levels of generalised trust in financial advisers. A number of the 
FSA’s own research studies have touched upon or considered the impact of consumer trust on 
engagement with financial services/advisers. 

• Qualitative research conducted by BMRB for the FSA in 199955 found that trust in the company 
was given as the main reason (27%) why respondents chose a particular company when buying 
a financial product.

• Qualitative research conducted to test consumer perceptions of simplified advice56 found 
evidence of a link between levels of generalised trust and use of an adviser. Among some of 
those who had never used an investment adviser, a lack of trust in the investment advice 
sector was evident. The lack of trust or confidence in advice, the complexity of the subject, the 
risk inherent in many products and a perceived lack of access to advice or the products were 
given as a reason for not investing. Moreover, past experience had taught some that they 
should not trust investment advice. 

“If you have been burnt once, you are very wary. You do what you are told is best, and
then it turns out it isn’t best” (Had used advice)

• During the period 2002 to 2005, the FSA found that the overall level of trust in financial 
advisers was improving. Using data from the Henley Centre (see Figure 8 below) the FSA 2007 
Financial Risk Outlook found that the overall level of trust in ‘my financial adviser’ had 
improved since 2002, when concerns about pensions misselling were at their peak. However, 
consumers expressed much higher levels of distrust in independent financial advisers relative 
to banks and building societies. This has been partly driven by concerns over the quality of the 
advice and service given to customers in the past57.  

Figure 8: Proportion of consumers who distrust their financial adviser

  
55 FSA (2000), ‘Better informed consumers: Assessing the implications for consumer education of research’
56 FSA (2008), ‘Accessing investment products Consumer perceptions of a simplified advice process’
57 FSA (2007), ‘Financial Risk Outlook 2007’
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• Without trust in their individual adviser, consumers are unlikely to feel reassured that they are 
receiving impartial advice, that their adviser is knowledgeable or in general is a ‘good’ adviser58.

• More recently, against a background of economic turmoil and more difficult personal finances, 
the FSA has found that survey respondents now cite a lack of trust in financial services (and 
specifically in financial advisers) as barriers to investment59. Those who had made investment 
decisions without actively seeking financial advice stated that a lack of trust in financial advice, 
and in particular, the notion that advisers tended to act in their own rather than the customer’s 
interest were one of their main reasons in not seeking advice. High Net Worth consumers 
placed considerable emphasis on financial advice and issues such as trust in the adviser and the 
adviser’s experience and knowledge were cited as of greatest importance to them in selecting 
an adviser.

In FSCP research60 conducted to collect some general impressions of advisors, respondents were 
given a scenario about a hypothetical need to invest an unexpected legacy of £20,000. Seven in ten 
respondents (68%) said that they would seek advice in this scenario while 23% said they would not. 
Further analysis of those who would not seek advice found that financial confidence (57% of those 
who did not seek advice felt confident to make their own decisions) rather than a lack of trust in 
advisers (13%) was a major reason in not seeking advice in this specific situation.

Research conducted by YouGov for the Institute of Financial Planning (IFP) also includes an 
indicator of generalised trust in advisers. When asked about the benefits of using a financial 
adviser, the most popular response was that respondents could not think of any benefits (37%). 
The most common answer among the benefits listed was that they could research the whole 
market (32%) whereas 18% chose ‘they are a trusted source of opinion or advice’.  This option was 
less likely to be chosen by those who do not have clear financial plans, those who do not keep up to 
date with financial news and those who do not use a financial adviser. 

The 12 month AXA Avenue financial social experiment conducted in Brighton (Nov 2005 – Nov 
2006) found that a lack of generalised trust in financial advisers proved a hurdle in getting the 
project off the ground. AXA Avenue found it difficult to find a community willing to commit to the 
project. People found it difficult to accept that they could get independent advice at no cost where 
their interests were paramount rather than those of the adviser. This experience demonstrated 
how a lack of trust was a barrier to receiving advice even when that advice was free. The final 
results from the experiment found that 71% of those with access to financial advice said that they 
trusted their adviser and 57% said that it had given them the impetus to save more/invest in the 
future61.

The recent Aegon research also touches on the subject of trust (or lack of it) in financial advisers. 
IFAs are described as not truly independent or as a “salesman”. Participants in the research are 

  
58 FSA (2008), ‘Accessing investment products Consumer perceptions of a simplified advice process’
59 FSA (2009), ‘Describing advice services and adviser charging’
60 FSCP (2006), ‘Survey of consumer attitudes to financial services and their experience in buying them’
61 AXA(2007), AXA Avenue Fourth Quarter Review: Lessons and Recommendations 
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described as not having the same regard for financial advisers as with other professionals such as 
doctors or lawyers. The researchers describe the behaviour of advisers or consumer suspicions 
about their behaviour and a fundamental conflict of interest being at the heart of the problem. 
Respondents believe that IFAs are ‘out for themselves’ rather than having the consumers’ best 
interests at heart due to the commission system of remuneration:

Analysis of the FSA’s own Baseline Survey shows that 45% of the adult population answer positively 
to the question ‘I tend to trust financial advisers and accept what they recommend’, although only 
7% agree strongly. One third tend to disagree with the statement whilst 16% (almost one in five 
adults) disagree strongly. It is important to note that the question is posed in general terms and not 
in relation to a particular financial adviser.  

When we compare this indicator of trust by whether or not people have recently used a financial 
adviser62, we find that the level of trust is higher at 60% among the one-third of the adult 
population who have used and lower at 39% among the two-thirds who have not (see Figure 9
below).  Since the act of using a financial adviser is evidence that initial trust was established, this 
could suggest that most of those who trust advisers enough to use one have their trust reinforced. 
It could also suggest that establishing trust in the sector could help engagement (although other 
factors will also play a part, such as having a recognised financial need). 

Figure 9: Trust in financial advisers by whether an adviser used and by type of adviser
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62 FSA (2006), ‘Baseline Survey of Financial Capability’, question: QDadv ‘In the last 5 years, have you received 
any professional advice about planning your personal finances? By that I mean things like planning for 
retirement, tax planning, or investing money, but please do not include advice related to running a business.’

“The only time you ever receive advice is when you’re approached by someone 
selling you a product.”

“They tell you stuff at the beginning to get you to sign up and then hang you 
out to dry.”
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Although the data suggests that engagement often reinforces generalised trust, it is worth noting 
that 40% of those who have recently used an adviser say that they do not trust financial advice, 
which suggests that a significant minority have had an experience which did not reinforce their 
trust. 

In this data set, levels of generalised trust in financial advice do not vary significantly between 
those who use different types of adviser. An individual using a bank or building society is just as 
likely to trust financial advisers in general as someone using an IFA or an accountant or solicitor. 

Further analysis shows that trust has a weak and statistically significant but negative relationship 
with age, even taking account (controlling for) use of a financial adviser: older people are less likely 
to say that they trust financial advisers, whether or not they have used one recently. However, 
income, having a degree, value of savings and income, number of products held and gender appear 
to have very weak relationships with trust in financial advisers; some of these are in direct contrast 
to the findings of the FSCP and other reports mentioned above. 

Interestingly, other indicators of engagement do not add to the picture in a positive sense. If 
engagement drove trust, one might expect to see a positive correlation between age and trust 
(older people having had more reason to engage with the industry) or between number of 
products held and trust. However, we see the opposite is true when we look at age. The picture is 
therefore a complicated one which suggests that trust and engagement are influenced by a number 
of events and experiences perhaps suggesting that further research is needed before we 
understand trust and engagement more fully. 

Research indicates that consumer levels of trust in financial advisers will vary according to the type 
of adviser used and/or how recently an adviser has been used. ABI research63 finds that financial 
advisers are trusted more than the industry in general and that a larger proportion of consumers 
trust their own adviser than trust advisers in general.  They also found that consumers’ trust in 
their own adviser is higher in the IFA and insurance sales channel than in the banking channel. That 
levels of generalised trust are lower than trust between client and adviser is supported by other 
research. 

In general, FSA research has found that consumers are trusting of their own financial advisers. 
However, where they had experienced poor advice in the past they were now more suspicious of 
advisers and more aware of the potential risks such as the loss of money64.  Polarisation research 
conducted by the FSA found that it is trust in the individual rather than a company that is often 
important. If and when a relationship has been struck up with an IFA, the history and comfort of 
the personal relationship with the individual is the basis of the trust.

  
63 ABI (2008), ‘Customer Agreed Remuneration Research into the market impact of encouraging customer 
agreed remuneration‘
64 FSA (2008), ‘Services and costs disclosure: Qualitative research with potential and recent purchasers of 
financial products’
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“I moved with the adviser. I chose to follow him. I trust the individual more 
than the company” (medium sophistication respondent, bought through 
IFA). 65

The FSRF index of trust in financial advisers measures the level of trust between clients and 
advisers rather than generalised trust in the sector.  Trend analysis reported in the 2009 Financial 
Trust Index of overall trust of financial advisers (Figure 10 below) shows that brokers/advisers are 
consistently regarded as the most trusted financial sector (among those measured), although 2009 
did show a slight decline.  Throughout each of the surveys that have been conducted since 2005, 
FSRF has found that the trust ratings for brokers/advisers who are independent are significantly 
higher than for brokers/advisers who are, in some form, tied to particular providers.

Figure 10: Overall measure of Trust by Financial Institution (Mean)

Source: The Financial Services Trust Index, 2009

Further analysis of the FSRF Trust data published by AIFA66 suggests that the financial institutions 
generally perform better against measures of trust in competence and reliability than they do 
against measures of benevolence or shared values. Whilst financial advisers are shown to 
outperform other financial institutions in measures of high level trust, they also attract lower 
scores for benevolence than for competence.

Once again, research reveals a marked difference between levels of generalised trust in the 
financial advice sector and levels of trust that exist between clients and individual advisers. The 
former is low and is clearly affected by media reporting on misselling, attitudes towards 
commission and the ethical standards of the sector. The fact that most members of the public do 
not use a financial adviser would suggest that low levels of generalised trust, among other factors 
such as affordability, contribute to the lack of engagement. Levels of trust between client and 

  
65 FSA (2002), ‘Polarisation: Consumer Research’
66 AIFA (2009), ‘Restoring Trust in Financial Services: Build on that which works’
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adviser remain high in spite of media reporting, although the analysis of the baseline data suggests 
that not all users of financial advisers have a good experience. 

4.4 Restoring trust in financial services and advice

Findings from research for the CII68 suggest that evidence of ethical behaviour and a more robust 
policing of the industry are the two most important tools for improving trust in financial services, 
followed by CPD, a greater commitment to individual needs and then by qualifications (see Figure 
11).

Figure 11: Measures that could restore trust in financial services69
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Aegon research also identifies a number of suggestions for improving trust, generated by 
respondents in focus groups, some of which contain ethical overtones. They include:

• A separation of advice from selling;

  
67 JP Morgan, when asked whether commercial credit is based on money or property. Accessed from 
http://www.evancarmichael.com/Famous-Entrepreneurs/620/JP-Morgan-Quotes.html#
68 Yougov survey for CII (2009). Question - As a result of the banking scandals, the financial services industry 
as a whole is currently held in low public esteem. Building this trust back will take time. Which of the 
following measures could professionals in the financial services sector take to help win back your trust?
69 CII (2009), ‘Beyond Box-Ticking: CPD and the 21st Century Professional?’

“The first thing is character ... before money or anything else. Money cannot 
buy it ... because a man I do not trust could not get money from me on all 
the bonds of Christendom” JP Morgan67

www.evancarmichael.com/Famous-Entrepreneurs/620/JP-Morgan-Quotes.html#
http://www.evancarmichael.com/Famous-Entrepreneurs/620/JP-Morgan-Quotes.html#
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• A greater emphasis on helping the individual rather than profit motive;

• Different ways of rewarding advisers. Linking pay to the performance of the advice or 
regulated commission rates;

• Free advice funded by the industry or taxpayer;

• Stronger ombudsman powers;

• A rating system for advisers (like ebay).

A number of general research studies on trust and more specific studies on professionals identify 
competence as one of the key criteria for trust. A number of specific studies in financial services 
support this.

YouGov research conducted for AIFA in July 200870 found that knowing that advisers are 
professionally qualified and follow a code of conduct would increase consumer trust in FSIs. 53% of 
respondents indicated that this was ‘very important’, a further 29% indicated this was ‘important’, 
while only 4% believed it unimportant. When compared to other statements in the research this 
was identified as the single most important point with 36% of consumers saying it would most 
encourage trust.

When asked what makes an occupation or job role trustworthy and professional, consumers
considered the following factors important:

• Education level : Occupations that consumers believed were more likely to be undertaken 
by those who had achieved higher levels of educational qualifications were considered 
more trustworthy and professional than those who they believed could work with little or
no educational qualifications;

• Professional qualifications: Occupations that consumers believed required professional 
qualifications were considered more trustworthy and professional than those consumers 
believed could work without gaining professional qualifications;

• Financial aspect of job role: Consumers noted that occupations characterised by high trust 
and professionalism dealt with large amounts of money - trust and professionalism were 
seen as essential for such occupations;

• Payment method: An additional factor that consumers associated with low 
trustworthiness in occupations is the method of payment. Payment by commission was 
viewed by consumers as being associated with untrustworthy or unprofessional 
occupations as individuals would be likely to engage in pushy sales techniques in order to 
sell products71.

Recent research from the CII72 found that Chartered status is the most recognised professional title 
among those who give financial advice and that consumers have higher levels of trust and 
confidence in those whose who have a chartered status. The majority of consumer respondents 

  
70 AIFA (2008), ‘Consumer Trust in Financial Services’
71 FSA (2008), ‘Services and costs disclosure: Qualitative research with potential and recent purchasers of 
financial products’
72 CII (2009), ‘The Stamp of Quality? The importance of being Chartered’
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said that they would have more trust in advice from a Chartered professional than one who does 
not hold the title (58%). Consumers who had received professional financial advice in the past two 
years trusted the Chartered title even more (68%). However, this increased level of trust also brings 
with it higher consumer expectations as the majority of consumers interviewed (53%) said that 
they “can expect greater professionalism from a Chartered professional”, with this rising to 63% for 
consumers who have obtained professional financial advice in the past two years. 

This report also highlighted other recent CII research conducted with YouGov that demonstrated
how important professional standards will be in regaining the public’s trust in financial services 
after the banking crisis of 2008 and the ongoing recession. It found that nearly half of the UK
population (49%) believe that the industry should raise the level of qualification needed to work in 
financial services. For those consumers who had recently received professional financial advice, this 
figure rose to 56%.  

FSA research has also found that qualifications are important to consumers with the highest levels 
of qualification being the preferred choice73. Higher qualification levels are taken as an indicator for 
higher levels of knowledge. It is also important that qualifications are independent of the 
organisation the adviser represents. However, in order to be meaningful, consumers would need 
guidance to help them understand the different levels of qualification. 

The Mercatus 2008 Financial Services Franchise Health Study74 identified levers that financial 
services providers could use to build consumers' trust in banks (in the US). The study also 
‘demonstrates a decisive link between the level of consumer trust that banks develop and business 
results’.  One of these included “Deploying empowered and knowledgeable employees to respond 
to customer service enquiries”. If “empowered and knowledgeable employees” is a proxy for 
knowledge gained through professional qualifications, these findings suggest that it could be
possible that improvements in qualification standards and CPD could improve consumer trust.
Other levers identified in the research included disclosure of and consistency of fees, clarity of 
operational processes and a willingness to go ‘above and beyond’ to meet customer needs. 

Peter Williams’ exploration of the role of advice75 found that participants in his research expected 
advisers to be more highly qualified than they typically are today, with the preferred level of 
qualification being bachelor degree level. Williams also found that participants did not realise that 
advisors could hold qualifications above the regulatory minimum. 

An earlier (non-representative) study conducted in the United States found indications that 
consumers desire competent, knowledgeable and well trained financial planners.  This 1995 study 

  
73 FSA (2008), ‘Accessing investment products Consumer perceptions of a simplified advice process’
74 Reuters (2008), Study of Retail Financial Institutions Shows That Consumer Trust Drives Share of Wallet 
Capture, http://www.reuters.com/article/pressRelease/idUS194816+13-Aug-2008+PRN20080813 , accessed
28 August 2009
75 Williams P (2007 ), ‘How to make your dreams come true’

www.reuters.com/article/pressRelease/idUS194816+13-Aug-2008+PRN20080813
http://www.reuters.com/article/pressRelease/idUS194816+13-Aug-2008+PRN20080813
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found that 92% of consumers preferred a financial planner to have a Certified Financial Planner 
designation, and 45% preferred a planner with a masters degree76.

Recent findings from FSRF’s ‘Financial Services Trust Index’ explore the drivers of trust. 
Conceptually, it was argued that trust and trustworthiness are influenced by benevolence, 
ability/expertise, integrity, shared values and communications. The mean values for these 
proposed influences on trust and trustworthiness are outlined in Figure 12 below and show that 
ability-expertise have the highest influence. This suggests that if professional qualifications are 
used to demonstrate an adviser’s ability and expertise, it is possible that this could lead to 
increased levels of trust from consumers.

Figure 12: FSRF Sample: Drivers of Trust

Source: Ennew, Christine T, The Financial Services Trust Index 2009

Research carried out by Wharton Business School, University of Pennsylvania; on behalf of State 
Street found that investors are looking for someone whose level of competence inspires trust, that 
is, someone who is experienced and knowledgeable77. In this same research, a survey of financial 
advisors and, separately, affluent individuals, found that trust was ranked the most important 
attribute of a financial adviser (see Figure 13 below). 

Figure 13: The most important characteristics of a financial adviser

  
76 Bae, Sung C. and Sandager, J P (1997),  ‘What Consumers Look For In Financial Planners’, Association for 
Financial Counseling and Planning Education
77 State Street Global Advisers (2006), ‘Bridging the Trust Divide: The Financial Advisor-Client Relationship’
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However, this degree of similarity diminished when advisers and clients were asked to rank the 
attributes in serving clients well. As Figure 14 shows, knowledge is considered more important by 
clients than it is by advisers.  

Figure 14: The most important attributes to serving clients well

All financial advisers are required by the FSA to pass a recognised financial advice qualification 
broadly equivalent to an A-level, before they provide financial advice.  Once obtained, it is possible 
to acquire additional qualifications/awards. However, from the consumer perspective, comparing 
these additional qualifications can be hard because different organisations have been allowed to 
create exams for various parts of the industry78.  Teresa Fritz of Which? argues that the range of 
qualifications administered by different bodies and financial institutions confuse people and do not 
inspire confidence79.

AIFA highlights research from IFA Promotions which finds that 84% of UK adults admit they do not 
understand the roles and qualifications of the FSIs who claimed to be offering some form of 
advice80. To help guide consumers in finding the ‘right’ adviser for them, a range of guides offering 
advice are available, such as:

• Unbiased.co.uk’s two tier ranking system (Level A and Level B). This system was devised in 
conjunction with the Financial Services Skills Council to help people understand their 
financial adviser;

• Choosing a financial adviser, www.which.co.uk/advice/financial-advisers/ifa-
qualifications/index.jsp .

  
78 BBC, ‘Financial advice exams explained’, accessed 28 August 2009, 
www.bbc.co.uk/2/hi/business/4643054.stmp
79 Guardian (2009), ‘Hard to work out who has passed the trust test’, accessed 28 August 2009, 
www.guardian.co.uk/money/2009/jun/21/financial-advisors-trust 
80 AIFA (2009), ‘Restoring Trust in Financial Services: Build on that which works’

www.which.co.uk/advice/financial-advisers/ifa-
www.bbc.co.uk/2/hi/business/4643054.stmp
www.guardian.co.uk/money/2009/jun/21/financial-advisors-trust
http://www.which.co.uk/advice/financial-advisers/ifa-qualifications/index.jsp
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Experience from the United States suggests that consumers are generally unaware of qualifications. 
According to consumer advocate Barbara Roper, director of investor protection for the Consumer 
Federation of America, most people don't understand the difference between fiduciary and 
suitability standards. The federation's surveys show that the majority of people who work with a 
financial advisor trust that they're getting good advice.

"Two-thirds of investors aren't second-guessing the recommendations 
they're getting from their (financial) advisors,... [ To be that trusting] 
outside of a situation where a person is committed to putting your interests 
first is pretty risky business."81

Barbara Roper, Director of investor protection for the Consumer Federation of America

4.5 Conclusions

Trust in financial services and investment advice is often asserted to be an issue and research finds 
that indeed, generalised levels of trust in financial services and advice are low. However, financial 
advisers and others continue to secure high levels of trust where personal relationships already 
exist. 

It would certainly appear that many consumers are neutral or sceptical about the sector rather 
than distrustful, and indeed there is some evidence (from ABI and FSA research) that consumers 
trust financial advisers on an individual basis rather than at firm level.  However, we find some 
evidence, from AEGON, FSA and ABI, that consumers are deeply sceptical about the integrity and 
behaviour of the financial services industry in general and that would certainly seem to have been 
exacerbated by the recent economic collapse. That loss of faith is seen to rub off on all parts of the 
industry, including investment advisers. 

It is clear that many consumers are either confused or sceptical about the degree of competence, 
integrity and benevolence exhibited by the financial services industry in general and investment 
advice in particular. They do not understand what qualifications are required or understand those 
that exist and for many and their perception of benevolence and integrity has been brought into 
question by a number of issues: the impact of commission or bonuses; well reported incidences of 
misselling; the lack of stability or brand proxies in the advice sector; the lack of clarity about status 
and responsibility of agents which is blurred by perceptions of selling; and the recent behaviour of 
the banks. 

Again, it is often asserted that a lack of trust largely explains consumers’ lack of engagement with 
the industry in general and advisers in particular. We find some evidence that those who have 

  
81 MSN (2009), ‘Can you trust your financial adviser?’, accessed 28 August 2009
http://articles.moneycentral.msn.com/RetirementandWills/CreateaPlan/CanYouTrustYourFinancialAdviser.as
px  

http://articles.moneycentral.msn.com/RetirementandWills/CreateaPlan/CanYouTrustYourFinancialAdviser.as
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engaged with advisers have higher levels of generalised trust in financial advice and are also most 
trusting of their own adviser82, but have not found any research which demonstrates a very strong 
causal relationship. The reasons for lack of engagement are complex and difficult to attribute 
clearly to a lack of trust. 

  
82 ABI (2008), ‘Customer Agreed Remuneration: Research into the market impact of encouraging customer 
agreed remuneration’; AIFA (2008), ‘Financial Advice: Worth the money?’
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5 Building trust in and engagement with investment advice

Concerns about professionalism in financial services in general and investment advisers in 
particular stem from a more widespread concern that if consumers do not trust the adviser 
community they will fail to address their financial needs and that society will be the worse for it. In 
this section of the report, we draw together the lessons from the previous sections and consider 
whether:

• Higher, more consistent and more visible professional standards could engender higher 
levels of consumer trust in the sector;

• increased levels of trust could lead to higher engagement with the investment advice 
sector. 

5.1 Lessons from trust research

The vast body of research on the subject of trust tells us that trust is an important component in 
relationships at all levels of society. Some research has even suggested that higher levels of trust 
can lead to improved efficiency, higher profitability or higher levels of general economic prosperity, 
although such research would appear to be at an early stage and not yet conclusive or generally 
applicable. Research summarised in section 4.2 of this paper concludes that a lack of trust in 
financial services is likely to lead to lower levels of engagement, sub-optimal financial decisions or 
to consumers developing their own expertise. Although research has shown there to be a 
relationship between higher levels of trust and several positive financial outcomes for consumers 
and advisers, the link has not been proven to be causal. In other words, it is not proven that raised 
levels of trust will lead to higher engagement or better financial decisions, although the AXA 
Avenue experiment goes some way to showing the higher engagement with advice can lead to 
positive consumer outcomes. 

In section 2 of this report we learn that trust and distrust exist in many different forms and that a 
hierarchy of trust may exist. Beyond the trust between parent and child, the strongest form of trust 
(thick trust) is shown to be based on extended personal experience and upon a clear 
demonstration that the person or organisation being trusted will put the interests of the client or 
customer first, even where conflicts arise. Thick trust is hard to gain but once gained is more 
resistant to misbehaviour within the sector as a whole (people still trust their own doctor even 
when reports of unprofessional behaviour among other doctors is reported) and to behaviour 
which stems from a lack of competence. However, it relies heavily on demonstrations of integrity 

  
83 FSA (2007), ‘Financial Risk Outlook 2007’

“Practitioners’ perceived lack of professionalism is creating a real risk that 
consumers will not engage with the industry during the very time when they 
need to do so”FSA83
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and benevolence84 by the party being trusted and can be lost very easily if these elements are 
undermined. 

Research summarised in section 4 of the report suggests that, where relationships do exist, 
financial advisers have been successful at creating high levels of trust with their clients; indeed 
more successful than many other parts of the financial services market. However, analysis of the 
Baseline Survey suggests that a very significant minority of those who have used financial advisers 
have not had their trust in the sector as a whole reinforced by their engagement with an adviser. 
Moreover, the vast majority of the population (70%) has not used a financial adviser in the past five 
years, let alone having an on-going relationship with one. 

Where relationships are not strong or regular enough to support thick trust, research suggests that 
the public tends to adopt a more reflective approach, one in which trust is ‘thinner’.  In these 
circumstances, trust will be based upon analysis of the organisation or individual. In order to gain 
sufficient confidence to be able to trust, people look either for information which will tell them 
about the trustworthiness of the individual or organisation (perhaps a referral from family or 
friends) or they will look for shortcuts or proxies. Brands and professionalism can act as proxies for 
trustworthiness and enable us to predict the behaviour of the organisation or individual. However, 
research suggests that all professions have to work harder than ever before to maintain the 
profession as a meaningful shortcut to consumer trust. When forming new relationships, 
particularly with a professional, consumers first look for a measure of competence and integrity. In 
the absence of direct measures such as clear qualifications, membership of a professional body 
which promotes high standards of competence and behaviour may serve as a proxy. 

However, the majority of the population does not have an existing relationship with financial 
advice. Consumers have either chosen not to engage or do not recognise the need to engage. 
There is some evidence that some consumers have chosen to do their own research rather than 
expose themselves to the risk of using an adviser. However, much of the population would appear 
to have withdrawn from active financial planning. Among this group, it is the more generalised 
level of trust that is important. For generalised trust to exist, the public need to believe that most 
of the individuals or organisations operating in a sector are trustworthy.  The professions with the 
highest levels of generalised trust are those which have a strong role in public welfare. Generalised 
trust is affected greatly by media activity and is harmed by reports of dishonesty, corruption and 
incompetence, although the former two are deemed more influential than measures of 
competence. 

Levels of generalised trust in the financial services sector and in investment advice have been 
shown to be low in a number of research studies and several have suggested that it is this lack of 
trust that has stifled engagement with the industry. Several qualitative studies have reported that 
consumers perceive the industry as a whole not to be acting in the customers’ interest. Experiences 
of misselling, the consequences of commission-based remuneration, low levels of professional 
qualifications, poorly understood qualifications, a lack of ethical standards are all cited as reasons 
for the lack of trust in the sector as a whole. 

  
84 We use benevolence here to mean a concern for customers’ interests. 
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It would seem that restoring levels of generalised trust in financial services in general and in 
investment advice is particular are a pre-requisite to encouraging greater consumer engagement. 
Research on restoring or repairing trust is consistent in pointing out the difficulty in achieving this 
once trust has been broken, particularly where repeated violations have taken place. However, 
there are clear pointers that emerge from the research. Central to all of the arguments is the 
message that acknowledging that trust has been abused and accepting responsibility are 
precursors to its repair. Another consistent theme that emerges from the research is the need for 
an internal culture that focuses on ethical conduct. In the case of a single organisation, researchers 
suggest that rebuilding trust will be more effective if this change is driven from within and is 
reflected in all aspects of the business (leadership, strategy, governance, recruitment and external 
affairs). Applying the same theory to a profession rather than a single organisation would seem to 
suggest that change will be more effective if the sector or profession drives the change in culture 
from within the profession rather than being imposed from outside. Indeed, self-regulation, in 
particular adherence to a strong ethical code, is seen to be one of the central characteristics of a 
profession. 

Research conducted by the financial services industry and the professional bodies supports the 
view that a more visible and adhered to code of ethics would do most to improve consumer trust in 
the industry. Consumers also make a strong link between what trust research calls benevolent 
behaviour and the way in which advisers are remunerated in financial services. Commission-based 
remuneration is generally described as a disincentive to put the customer first in all cases.  Industry 
research suggests that raising qualifications may also help in restoring levels of trust. 

5.2 Lessons from other professions

Investment advisers would seem to meet some of the criteria set down for a profession. They have 
a very clear public welfare role and deal with complex problems that require a degree of specialist 
knowledge. However, they have not adopted all of the characteristics of a profession that might 
help serve as a proxy for consumers in building trust in the sector. Whilst entry level qualification 
standards have been standardised, they remain well below degree level. Moreover CPD and ethical 
standards have not been standardised or monitored and individual advisers have not been required 
to be regulated by a professional standards board. Neither has the public interest in financial 
advice been fully articulated or communicated.

Whilst there is little hard evidence to confirm that the existence of these requirements would raise 
levels of trust in the profession (we do not believe that any research has been conducted which 
demonstrates this), there nevertheless exists a strong view across many other professions that 

  
85 Gilmore, S et al (2005), ‘Trust me, I’m a professional: trust, credentialism and the new professions‘, 
Professions and Knowledge Based Occupations Stream

“Client trust is based on a number of assumptions about professional 
behaviour and it’s underpinning ethical norms”85.
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maintaining trust requires all of these to exist. For the profession of investment adviser to be a 
suitable proxy for consumers when seeking advice, it must mean something to the consumer. At 
present, there is no simple proxy for consumers to use to assess whether investment advisers are 
trustworthy - qualifications are mired in the acronym soup, there is no single body that regulates 
individual advisers that consumers see advisers submitting themselves to (willingly) and there is no 
single code of ethics. 

Views on the role of external regulation and sanctions in encouraging or supporting trust in 
professions are mixed.  On the subject of sanction, most commentators accept that they are a 
necessary regulatory tool for a profession and must be seen to be effective. Some researchers 
suggest that sanctions are a particularly important tool in cases where trust has been undermined 
by a breach of integrity or benevolence.  

Several commentators have suggested that external or government-led regulation of a sector or 
profession can undermine both trust and trustworthy behaviour. External regulation is seen to be 
imposed rather than chosen and, it is claimed, can result in professionals adhering to rules and 
measurements rather than moral judgements and to defensive behaviour. Others have described 
the professions as closed shops with powerful incentives to ‘look the other way’ when things go 
wrong. These commentators generally advocate more external and independent regulation of the 
professions and greater involvement of the lay community. 

Certain common themes arise when examining the changes made by other professions in 
addressing concerns about trust:

• A clear separation between the lobbying and regulatory roles of the professional bodies;

• The development of stronger disciplinary boards;

• A clear code of ethics;

• A single oversight body which works closely with the professional bodies and ensures 
consistency of standards;

• Higher standards of CPD.

Ultimately, as the quotation below suggests, it is the behaviour of individual advisers that secures 
trust in the sector. 

“In fact there is ultimately a limit to how much regulation can do. In the 
final analysis, you could write all the rules you want, but there has to be a 
philosophy of ethical behaviour that comes from human beings operating in 
a professional way.”

William H Donaldson, Former Chairman of the US Securities and Exchange Commission

Fundamentally, trust is driven by how people and organisations in the industry behave and how 
well proxies such as professional standards are reflected in behaviour. For levels of generalised 
trust in the investment advice sector to improve, not only is it necessary for professional standards 
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to provide a clear signal to consumers but also for behaviour across the sector to reflect those 
standards. 

5.3 Building Consumer Engagement

There is considerable evidence that many consumers are not engaging with financial services or 
advisers in a way that assures them of a secure financial future (Sandler, ABI Savings Gap, Swiss Re 
Protection Gap, and Pension Commission Reports). The research conducted for this paper suggests 
that trust is a critical component for engagement in complex markets and that without trust, 
consumers will disengage from relationships. It should therefore follow that a lack of trust may be 
a contributory factor in consumers’ lack of engagement with financial services in general and 
investment advice in particular. 

However, we have not found any research that proves that improving levels of trust will lead to 
higher levels of engagement. Indeed, research on lack of engagement in the legal services market 
may provide some parallels for investment advice. Engagement is shown to be inhibited by a 
number of factors including a lack of awareness that problems can be resolved, a lack of awareness 
of where to go to get advice or help and concerns about the costs of getting help. 

Research conducted by the FSA referenced earlier in this report also highlights other factors which 
act as barriers to engagement including market complexity, the high level of risk inherent in some 
products and the lack of easy access to advice. 

On this basis, engagement will require not only for consumers to trust investment advisers but 
also:

• To be aware of their own financial needs; 

• To be able to access advice services in environments which suit their particular lifestyle and 
behaviour; 

• To have greater faith in the suitability of products; 

• To be aware of where to go for help, to feel comfortable approaching an investment 
adviser and

• To feel that the costs of advice are not beyond their means. 

In order for increased professional standards to support wider engagement the profession must 
ensure that their new status does not distance them from the public that they hope to engage. 
Moreover, other services such as FSA’s money guidance service and broader Financial Capability 
strategy could be used as a conduit to investment advice. 
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Appendix One – Regulating the Professions

Medical Profession

Trust in the medical profession (at all levels) is critical in any society. The world of medicine has 
become more complex as advances have been made and medical expertise has become ever more 
specialised. 

The medical profession continues to be held in high regard in the UK but in recent years, a number 
of scandals have resulted in criticism of parts of the medical profession and a loss of confidence in 
some areas. The most notable recent scandals and public outcry, and ones which triggered reviews 
of the profession, were Harold Shipman’s unlawful killing of more than 200 patients, the deaths of 
children at the Bristol Royal Infirmary (BRI) and the improper use of organs at Alder Hey. The rise in 
complaints and litigation against doctors was also seen to be representative of declining trust. 
Doctors have also come to be seen by some as less caring, more interested in money and 
inappropriately authoritarian, a characteristic which is seen to be inappropriate in today’s society. 

Whilst doctors can be disciplined by their employers and sued by patients or families of patients, 
the General Medical Council (GMC) is the body which ultimately disciplines doctors and has the 
power to remove their licence. Historically, the GMC has been run predominantly by members of 
the profession with little external or lay representation. 

The Kennedy Report following the BRI scandal recommended the establishment of an overarching 
regulator and the NHS Plan (2000) proposed the formation of an UK Council of Health Regulators to 
co-ordinate and act as a forum for the particular bodies which regulate individual health 
professions. The 2001 Government consultation paper, Modernising Regulation in the Health 
Professions87 set out the Government’s proposals for reform. The Paper set out government’s 
principles on regulation:

• Clarity on standards; 

• Maintaining public confidence;

  
86 Worcester, R (2009), accessed from IPSOS Mori Website October 2009, 
http://www.ipsosmori.com/researchpublications/researcharchive/poll.aspx?oItemId=2478
87Department of Health (2001), ‘Modernising Regulation in the Health Professions’,
http://www.dh.gov.uk/prod_consum_dh/groups/dh_digitalassets/@dh/@en/documents/digitalasset/dh_40
79215.pdf

“MORI began tracking public trust in various occupations 25 years ago, and 
in all that time, doctors have been the one group trusted by the most people 
in this country. It is very difficult to do better than that, but over the years, 
people’s trust in doctors to tell the truth has risen from a low of 82% to these 
past two years 92%, a remarkable achievement.” Sir Robert Worcester86

www.ipsosmori.com/researchpublications/researcharchive/poll.aspx?oItemId=2478
www.dh.gov.uk/prod_consum_dh/groups/dh_digitalassets/@dh/@en/documents/digitalasset/dh_40
http://www.ipsosmori.com/researchpublications/researcharchive/poll.aspx?oItemId=2478
http://www.dh.gov.uk/prod_consum_dh/groups/dh_digitalassets/@dh/@en/documents/digitalasset/dh_40
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• Transparency and fairness of procedures;

• Responsiveness to, and protection of, the public.

The report also set out:

• Changes to a number of medical regulatory bodies – smaller new bodies with more lay 
representation;

• Reform of the GMC;

• Proposals for establishing an oversight body with the remit to build and manage a new 
framework for self-regulation which:

o explicitly puts patients’ interests first;
o is open and transparent and allows for robust public scrutiny;
o is responsive to change;
o provides for greater integration and co-ordination between the regulatory bodies 

and the sharing of good practice and information;
o requires the regulatory bodies to conform to principles of good regulation; and
o ensures that the regulatory bodies act in a more consistent manner.

The Council for Healthcare Regulatory Excellence (CHRE) has been operational since 2003 and has 
overseen a number of changes to the way the medical profession is regulated. It oversees nine 
regulators of the medical profession including the GMC.  

In recent years, the GMC has introduced a number of changes to its regulation of the profession, 
including:

• Revalidation of doctors which seeks to address the issue that previously the GMC took no 
account of a doctor’s competence after they had been registered with the Council. A 
doctor was not subjected to any further tests of their competence but simply relied upon, 
as a professional, to maintain their level of knowledge; 

• New governance arrangements including lay representation. 

In 2008 the Council for Healthcare Regulatory Excellence convened a seminar88 to discuss the 
interaction between regulation and professionalism in the medical profession. The participants in 
the seminar put forward a number of thoughts on the subject, including some positive views about 
regulation:

• That trust in the profession is influenced by standards of training, knowledge, service, skills, 
experience, attitudes, conduct, and values;

• That changes to the regulation of the profession can enhance professionalism;

• That the recertification of doctors could be seen to improve standards across the 
profession;

• That regulation is a positive force for professionalism but that not all doctors would agree;

  
88 CHRC (2008), ‘Report of a seminar on professionalism and regulation in healthcare’
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• That more communication and education are necessary to convince the profession of the 
benefits of regulation;

• That regulation can create positive change such as positive changes in more patient-centric 
behaviour; 

• Professionals have own internal code but regulation does supply common set of standards 
and ensures consistency and imposes ultimate sanctions for those who misbehave;

• That there is a need for generic standards across professions for patients to measure 
practice against;

• That professional bodies should be willing to share generic best practice.

Some attendees presented a somewhat more negative image of regulation:

• That regulation of the profession is in part leading to defensive behaviour which hinders 
rather than helps professionalism;

• That professional values and behaviour are largely immune to regulation and that it has no 
influence. What motivates professional standards is more important than regulation;

• That there is a complete lack of evidence that codes, rules and laws have any effect on 
professional behaviour;

If the lessons presented in this seminar are representative, it would suggest that the profession 
feels that, with some reservations, regulation of the profession has been good for it and that 
greater trust in the profession should emerge. However, since trust in doctors at least has been 
shown to be extremely high, it is unlikely that any measurable change will be seen. 

Legal Profession

Like the medical profession, the legal profession has a long history in the UK and a long history of 
self-regulation by bodies such as the Law Society and the Bar Council. However, both of these 
bodies have historically served as both regulators and groups representing members’ interests. 
Recent research by IPSOS MORI for the Bar Standards Board in 2006/0789 suggested that only one 
in three of the general public feels that barristers are trusted or highly regarded.  

The most recent review of the legal profession in the UK began in 2004 with the Clementi Review 
and followed a report from the OFT which expressed concerns about the degree of competition in 
the provision of legal services90. David Clementi was asked by the then Lord Chancellor to review 
regulation of the profession within the following terms of reference:

"To consider what regulatory framework would best promote competition, innovation 
and the public and consumer interest in an efficient, effective and independent legal 
sector. To recommend a framework which will be independent in representing the public 

  
89 Bar Standards Board (2007), ‘Perceptions of Barristers’, 
http://www.barstandardsboard.org.uk/assets/documents/BSB%20Barristers%20perceptions%2021-11-
07.pdf
90 OFT (2001). ‘Competition in professions’,  A report by the Director General of Fair Trading

www.barstandardsboard.org.uk/assets/documents/BSB%20Barristers%20perceptions%2021-11-
http://www.barstandardsboard.org.uk/assets/documents/BSB%20Barristers%20perceptions%2021-11-
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and consumer interest, comprehensive, accountable, consistent, flexible, transparent, 
and no more restrictive or burdensome than is clearly justified."91

The review was closely associated with maintaining consumer trust in the profession as well as 
addressing issues surrounding complaints, equality and competition. The context for the review 
states that regulatory change:

”should lead to an increase in trust and confidence in institutions and the sector 
generally. And allied to the issue of trust and confidence, regulation can also lead to 
greater certainty of outcome for both consumers and providers. But beyond simply 
engendering confidence in the market, regulation has an important role to play in 
protecting the consumer, ensuring there are no unjustifiable restrictions on competition, 
that appropriate standards of education, training and conduct are maintained, and that 
there are appropriate redress mechanisms”.

Clementi set out the objectives of the regulatory regime as:

1. Maintaining the rule of law;
2. Access to justice;
3. Protection and promotion of consumer interests;
4. Promotion of competition;
5. Encouragement of a confident, strong and effective legal profession; and
6. Promoting public understanding of the citizens' legal rights.

Consumers lie at the heart of many of the objectives and (justified) consumer trust might be seen 
as an outcome of the objectives.

Clementi also suggested a new regulatory structure with the establishment of a Legal Services 
Board (LSB) to oversee the regulation of the various sub-categories of profession within the legal 
world (solicitors, barristers, legal executive, etc) – separating oversight from government. The LSB 
delegates its authority to frontline professional bodies when the LSB is satisfied as to their 
competence and governance. Law Society and Bar Council not seen to satisfy the governance 
requirements (need to be separated from representative arms of the bodies). Individual 
professional bodies to set and monitor:

• Entry standards and training;

• Rule making;

• Monitoring and enforcement;

• Complaints; and

• Discipline.

Clementi also recommended a single independent consumer complaints body. 

  
91 Legal Services Review, http://www.legal-services-review.org.uk/index.htm

www.legal-services-review.org.uk/index.htm
http://www.legal-services-review.org.uk/index.htm
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The Clementi recommendations were largely adopted by the Government and led to the Legal 
Services Act 2007 and to the establishment of the Legal Services Board (as oversight regulator) and 
the Office for Legal Complaints. This led in turn to the three main professional bodies (Law Society, 
Bar Council and Institute of Legal Executives) separating their regulatory powers from their 
qualification and representation of the profession. All three have established separately governed 
regulatory boards with lay representation. 

In parallel with the changes in the regulation of the profession, there have been several moves to 
deregulate the legal profession with a view to increasing access and competition. These changes 
allow for multi-disciplinary practices to evolve and an increase in the types of work that can be 
undertaken by non-qualified individuals operating in a legal practice. Whilst these changes have 
principally been concerned with increased access and costs, they may also play a role in 
perceptions of and trust in the profession moving forward. 

Concerns about consumer engagement with the profession have been researched by the Legal 
Services Commission, whose task it is to ensure that those most in need of legal advice but with 
limited resources, do gain access. In his analysis of the causes of action in relation to use of legal 
services, Pascoe92 identifies a number of reasons why, in spite of having a need for legal support, 
people do not seek out advice or otherwise act to remedy their situation. The reasons why action 
may not be taken include a lack of awareness of the problem. Among those who are aware of a 
need, barriers to action included:

• A belief that nothing can be done to help – the most common reason;

• Physical barriers to getting help – not knowing where to go to get help;

• Social consequences of getting help – not wanting to damage a relationship;

• Health reasons – some rejected action because of the potential stress caused;

• Economic reasons - although the cost of a service was rarely given as a reason for inaction, 
the research also shows that the majority using legal services do not pay for them (they are 
paid for by a third party or the state). 

He also notes that those with legal needs often use services which fall outside of the legal 
profession. 

Pascoe suggests that solutions to inaction included:

• Education on issues which can have a legal remedy and the types of remedies available;

• Greater access to advice services, particularly in locations that are trusted by the public.

Pascoe reports on a decline in inaction between 2001 and 2004 and suggests that the rise in 
availability of telephone debt services may be one of the causes of decline. 

  
92 Pascoe P (2004), ‘Causes of Action: Civil Law and Social Justice’, Legal Services Commission 
http://www.lsrc.org.uk/publications/cofa2006.pdf,

www.lsrc.org.uk/publications/cofa2006.pdf
http://www.lsrc.org.uk/publications/cofa2006.pdf
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In a paper on trusted sources of advice, Pascoe also advocates that ‘advice services should mirror 
the behaviour and capacity of those people who wish to use them, and in so doing be physically 
and intellectually accessible’. He points to evidence from Money Advice Outreach Services93 as 
evidence that engagement is also encouraged if the location in which advice is delivered is also 
trusted and one in which consumers feel comfortable. 

Many of the regulatory changes proposed in recent years are still being worked through. It is 
therefore too early to measure whether any of these changes has had any effect on the behaviour 
of individuals in the profession or on consumer trust in the profession.

Teaching Profession

Shortly after coming to power in 1997, the new Labour Government began the process of 
reforming education. It issued a Green Paper on the teaching profession in 199894 and passed the 
1998 Teaching and Higher Education Act. One of the purposes of the Act was to improve standards 
in teaching and engender greater trust in the education system and profession. 

The Act also established the General Teaching Council for England (mirroring one that already
existed in Scotland). The Council was established by statute in 2000 with a wide remit that included 
maintaining a register of all qualified teachers in England, the monitoring of those teachers, raising 
of standards and the enforcement of standards. The Council also vets the quality of those applying 
for registration for the first time and is the awarding body for qualified teacher status (QTS). Since 
2006 the Council has conducted disciplinary actions and has seen a small increase in the number of 
cases from 152 in 2006/07 to 169 in 2009/0995. A new code of conduct for the teaching profession 
has been developed and launched in 2009. 

During her time as Secretary of State for Education and Skills, Estelle Morris released a pamphlet 
entitled Professionalism and Trust96 which set out six characteristics that the Government would 
like to see in the modern profession. These included high entry standards, knowledge sharing on 
best practice, a focus on the best interests of pupils and parents. Many of these changes are 
gradually working their way through. 

In 2007, the then Department of Education and Skills published research from the University of 
Cambridge to investigate the status of teachers and the teaching profession. The research was 
carried out between 2002 and 2006 and was designed to act as a baseline survey and to measure 
changes in the status of teachers between 2003 and 2006. The research included measures of 
status among a diverse range of stakeholders including the general public, pupils, and teachers 
themselves. Whilst the survey did not measure trust in the profession, it did measure perceptions 

  
93 Pascoe P (2007), ‘Trust me. I’m a lawyer: Outreach advice and the integration of public services’, Legal 
Services Commission Newsletter, http://www.legalservices.gov.uk/docs/cls_main/Focus_54.pdf
94 DfEE (1998), ‘Teachers: Meeting the Challenge for Change’
95 General Teaching Council for England, Annual Report and Financial Statements for the year ended 31 
March 2009
96 Morris E (undated), ‘Professionalism and Trust – The Way Ahead’

www.legalservices.gov.uk/docs/cls_main/Focus_54.pdf
http://www.legalservices.gov.uk/docs/cls_main/Focus_54.pdf
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of the profession in relation to other professions. Those most closely associated with teaching (at 
primary and secondary level) were (in order) social workers, librarians, nurses and police officers’ 
with little change between 2003 and 2006. Teachers themselves also rate their profession along 
similar lines but with head teachers being accorded a slightly higher status alongside accountants 
and management consultants. 

Much of the media research conducted for the report also suggested that teachers are not held in 
the same regard as some other professions (e.g. doctors). 

The study showed that teachers rate their own status as having been in rapid decline between 
1967 and 1997 but that the rate of decline appeared to have slowed in 2003 and 2006.  This has 
been arrested to some extent with some early indications that:

• Teachers are more positive about the reward and respect for the profession;

• They rate themselves slightly more positively when compared with other professions 
(between 2003 and 2006).

Whilst there are not any clear indicators of improved trust in the research conducted, there are 
perhaps some early indications that teachers themselves feel that they are accorded a little more 
respect. However, again, it is early days to measure changes. 

Accountancy Profession

The accountancy profession has experienced its own series of blows to its reputation in the past 
decade. Most notable of these were the professions involvement in the collapse of Enron and 
Worldcom in 2001.  Whilst some individuals are exposed to the profession, trust in the profession is 
most important in relation to corporate reporting and the impact that this has on the value of 
companies. Trust in the accounting profession by financial markets therefore has an indirect effect 
on consumers as investors. 

The problems of recent years led to a Government review of the profession. In 2002, the 
Government set up the Co-ordinating Group on Audit and Accounting (CGAA) ‘to examine the 
issues arising from the collapse of Enron and ensure that the effectiveness of the UK systems of 
financial reporting and audit regulation were reviewed thoroughly by the appropriate regulators’97. 
A review team was also appointed to consider the future of the regulatory regime for the 
accountancy profession. Their report was published in 200398. 

The review concluded that whilst the regulatory system in the UK was not seriously flawed, their 
recommendations included:

  
97 DTI (2003),  http://www.berr.gov.uk/whatwedo/businesslaw/financial-reporting/acc-audit-
developments/page21322.html
98 DTI (2003), Review Of The Regulatory Regime Of The Accountancy Profession,  
http://www.berr.gov.uk/files/file20417.pdf

www.berr.gov.uk/whatwedo/businesslaw/financial-reporting/acc-audit-
www.berr.gov.uk/files/file20417.pdf
http://www.berr.gov.uk/whatwedo/businesslaw/financial-reporting/acc-audit-
http://www.berr.gov.uk/files/file20417.pdf
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• That the Financial Reporting Council (FRC) should take on the role of independent regulator 
and responsibility for standards, monitoring and enforcement and oversight of the 
professional bodies (a role previously carried out by the Accountancy Foundation which 
was set up in response to earlier calls for independent oversight of the profession);

• That the regulation of audit should be strengthened by the Auditing Practices Board taking 
over the role of setting standards from the professional bodies ;

• That the professional oversight board should strengthen its focus on audit and take on a 
delegated role from the Secretary of State (who previously held responsibility for 
authorising the professional bodies in respect of audits);

• That an independent investigation and discipline board should be established. 

The FRC has now taken on the roles envisaged and brings together several different aspects of 
regulation of the profession, bringing together standard setting, investigations and discipline and 
oversight of the professional bodies. 

We have found no evidence to support the view that the changes in regulation have brought about 
higher levels of trust in the accountancy profession. However, in common with other changes to 
the profession, it is perhaps early days. 

Actuarial Profession

The actuarial profession is not one with which most consumers will have a direct relationship, and 
yet the behaviour and actions of the profession have a critical effect, either positive or negative, on 
consumers’ current incomes (in the form of annuities), wealth (in the form of savings, investment 
or pensions) or insurance protection (in the form of life or general insurance cover). By investing 
their money with a life company or in a pension scheme, particularly in a with-profits contract or 
defined benefit pension scheme, consumers are implicitly placing their trust in actuaries to 
safeguard their assets and deliver an appropriate return. In many cases, consumers will not 
recognise that this is what they are doing; their trust is more generally placed in the life company, 
pension scheme or employer, although trust in the first two of these has been damaged by other 
scandals (pension misselling, endowments, Maxwell, the collapse of defined benefit pension 
schemes).  

In recent years, the profession has been the subject of a major review, triggered in large part by the 
events which led to the closure of Equitable Life in 2000 and the devaluation of its With Profits 
policies in 2001. The ‘collapse’ of Equitable Life damaged the public perception of and trust in the 
life assurance industry in general and, where recognised, the actuarial profession in particular (as 
well as raising concerns about the role of the Government, Bank of England and FSA roles in the 
‘collapse’). The Government initiated the Penrose Inquiry of Equitable Life which was published in 
200499. It highlighted a number of weaknesses in the actuarial profession including a lack of 
intervention by the profession when policyholder interests are threatened.  

  
99 The Right Honourable Lord Penrose (2004), Report Of The Equitable Life Inquiry, HMSO
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“The policyholder, unlike the patient, will have a poor understanding at best of the 
facts and circumstances that might need attention. Few of Equitable’s policyholders 
would have understood the implications of the differential terminal bonus policy 
without the help of the action groups. It is not enough for the actuarial profession to 
await complaints. The people best placed to identify the need for disciplinary 
intervention are co-professionals. It would improve the public image of the 
profession if it were seen to accept responsibility for direct intervention where it was 
thought that the administration of life funds was likely to threaten the legitimate 
interests of policyholders. I would invite ministers to offer encouragement and 
support for initiatives that the profession might take in this direction.”

In 2004, the Government asked Sir Derek Morris to undertake a review of the profession with a 
view to recommending changes in the way that the profession is regulated. His final report was 
published in 2005 and identified a number of weaknesses in the regulation of the profession 
including: weak and inappropriate professional standards; a lack of monitoring of compliance with 
standards; and an introspective and not forward-looking approach to the profession. Morris also 
referred to the tendency for (institutional) clients of actuaries to take on trust the advice received 
by the profession rather than seek to understand the advice:

“The review concluded that shortcomings exist both in relation to the ability of
actuaries to provide information users can understand – a shortcoming in how 
actuaries communicate and, more importantly, what they choose to communicate –
and the capacity of those receiving it to judge its quality. As a result, advice is too 
often taken on trust.”

The recommendations included the establishment of independent oversight of the profession’s 
self-regulation by the Financial Reporting Council (FRC), a body already established to provide 
oversight of the accountancy profession. The Professional Oversight Board for Accountancy had its 
remit extended to include oversight of the Actuarial profession. In addition to transparency, 
independent review and accountability, the review recommended further changes to the 
regulation of the profession, including:

• Improvements to the examination syllabus and CPD arrangements;

• Monitoring of compliance against standards by the FRC;

• The encouragement of whistle blowing.

These changes are now all being implemented but it is too early to say whether confidence and 
trust in the profession will be restored by the changes.  

The experience of the actuarial profession in the years following the Equitable debacle illustrates 
how easy it is for the actions of a minority within a profession to undermine trust not only in the 
profession but in the wider financial services market.
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