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BREACHES AND VIOLATION OF PSYCHOLOGICAL
CONTRACTS – SOURCE OF STRAIN FOR

EMPLOYEES
Introduction

“To break an oral agreement which is not legally binding is morally wrong”.
-The Talmud

Change has always been a fact of life in the world of work; but this is truer 
today than ever. As the new millennium dawns, the winds of change are 
buffeting business from every direction with hurricane speed.

The effect of these changes is that employees are increasingly recognized as
the key business drivers. The ability of the business to add value rests on its
front-line employees or ‘human capital’. Organizations that wish to succeed
have to get the most out of this resource. In order to do this, employers have
to know what employees expect from their work. The psychological contract
offers a framework for monitoring employee attitudes and priorities on those
dimensions  that  can  be  shown  to  influence  performance.  Getting  the
psychological  relationship  right  by  establishing  and  maintaining  a  positive
psychological contract is essential to organizational performance.



A psychological contract is a concept developed in contemporary research by
organizational  scholar  Denise  Rousseau;  it  represents  the  mutual  beliefs,
perceptions  and  informal  obligations  between  an  employer and  an
employee. It sets the dynamics for the relationship and defines the detailed
practicality  of  the  work  to  be  done.  It  is  distinguishable  from the  formal
written  contract of  employment which,  for  the  most  part,  only  identifies
mutual duties and responsibilities in a generalized form. 

Psychological contracts are defined by the relationship between an employer
and an employee where there are unwritten mutual expectations for each
side. A psychological contract is rather defined as a philosophy, not a formula
or devised plan, characterizing a psychological contract through qualities like
respect,  compassion,  objectivity,  and  trust.  Psychological  contracts  are
formed  by  beliefs  about  exchange  agreements  and  may  arise  in  a  large
variety of situations that are not necessary employer-employee. 

However,  it  is  most  significant  in  its  function  as  defining  the  workplace
relationship  between  employer  and  employee.  In  this  capacity,  the
psychological  contract  is  an  essential,  yet  implicit  agreement  that  defines
employer-employee  relationships.  These  contracts  can  cause  virtuous  and
vicious  circles  in  some  circumstances.  Multiple  scholars  define  the
psychological  contract  as  a perceived exchange of  agreement between an
individual and another party. 

The psychological contract is a type of social exchange relationship. Parallels
are drawn between the psychological  contract and social  exchange theory
because the relationship's worth is defined through a cost-benefit analysis.
The implicit nature of the psychological contract makes it difficult to define,
although  there  is  some  general  consensus  on  its  nature.  This  consensus
identifies  psychological  contracts  as  "promissory,  implicit,  reciprocal,
perceptual, and based on expectations.

 Although Rousseau's 1989 articleas highlighted by Coyle-Shapiro "was very
influential in guiding contemporary research", the concept of psychological
contract was first introduced by Argyris (1960)—"Since the foremen realize
the employees in this system will tend to produce optimally under passive
leadership,  and  since  the  employees  agree,  a  relationship  may  be
hypothesized  to  evolve  between  the  employees  and  the  foremen  which
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might  be  called  the  "psychological  work  contract".  The  employee  will
maintain the high production, low grievances, etc., if the foremen guarantee
and  respect  the  norms  of  the  employee  informal  culture  (i.e.,  let  the
employees alone, make certain they make adequate wages, and have secure
jobs)".  These psychological  contracts can be impacted by many things like
mutual or conflicting morals and values between employer and employee,
external  forces like  the nudge theory,  and relative forces like the Adams'
equity theory.

History

The origins of the psychological contract go back thousands of years to the
major world religions. One of the most important prayers in the Jewish faith
for example ‘the amidah’ refers to the mutual expectations, in essence the
psychological contract, between God and the Jewish people.

The theoretical roots of the psychological contract can be traced to the work
of Blau(1964) and Gouldner (1960). Blau (1964) differentiates social exchange
from economic exchange. Social exchange refers to relationships that entail
unspecified  future  obligations.  Social  exchange  (like  economic  exchange)
generates an expectation of a future return for contributions (‘I do something
for  you  and  I  expect  you  to  do  something  in  return  for  me’)  but  unlike
economic  exchange,  the  exact  nature  of  that  return  is  not  specified.
Economic  exchange  is  based  on  transactions  and  is  short  term.  Social
exchange  is  based  on  an  individual  trusting  that  the  other  party  to  the
exchange will fairly discharge their obligations in the long run. This trust is
necessary  because,  in  the  short  term,  there  may  be  some  temporary
asymmetries in what one party gives and gets from the exchange; that is, one
party may feel that they have contributed more to the relationship in the
short term and they have to have trust that the other party will contribute
more in the future so that in the long term, there is some balance in the
contributions  of  the two parties  to  the  exchange.  Consequently,  in  social
exchange relationships, individuals need to have trust that the other party in
the longer term will fairly discharge their obligations.

Social Exchange Theory



Social  exchange  theory  is  a  broad  social  psychological  perspective  that
attempts to explain how human social relationships are formed, maintained,
and terminated.  The basic  premise of  this  theory is  that  how people feel
about  a  given  interaction  or  relationship  depends  fundamentally  on  the
outcomes that they perceive to be associated with it. More specifically, the
perceived  costs  and  benefits  that  accompany  a  person’s  interactions
determine how he or she evaluates them. To the extent that rewards are
seen as high and costs are seen as low, a person tends to feel good about a
relationship  and  will  stay  in  it.  If  perceived  costs  increase  or  perceived
benefits decrease, however, satisfaction with the relationship will decline and
the person is more likely to end it. Elements of the theory are as follows -

 Costs: Costs represent the resources one has to contribute to maintain
relationship,  and  represents  loss  for  individual.  It  includes  enduring
discomfort, putting in time, effort, and opportunities lost as a result of
investing in one relationship instead of another.

 Benefits: Benefits are the rewards obtained from a relationship one is
involved in, & can include material or immaterial things. These benefits
can be affection, support, social status, fun, money, goods, etc.

Importance of the Social Exchange Theory at the workplace

Social exchange theory is also applicable to the workplace. In fact, according
to a recent study, it’s  one of the most influential  conceptual paradigms in
organizational  behavior. This  makes  perfect  sense,  because  we  spend  so
much at our lives at our jobs. Work is a give and take. Everyone has hit the
wall at one point or another and questioned whether sticking around at a
company was worth it.

When employees hit that wall and decide to stick around, they’ve obviously
determined that, despite everything that’s bad about their job, the benefits
still outweigh the risks. On the flip side, employees who decide they’d rather
not have a job have decided there aren’t really that many benefits to staying
put.

There are all kinds of scenarios where social exchange theory looms large in
the workplace. Let’s take a look at some of them.
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 Employees work extremely hard but aren’t recognized for their efforts
- at any given time, no matter how hard they’re working, as much as
two-thirds  of  your  entire  staff  may  feel  as  though  they’re  working
really  hard  but  not  really  getting  much  benefit  out  of  it.  This  is
why employee recognition programs are so critical. They don’t have to
suck  up  a  lot  of  time  or  resources  to  make  a  big  difference.  By
recognizing your  employees’  hard  work  on a regular  basis,  you add
more benefits to the social exchange theory equation.

 Employees work extremely hard but aren’t paid well for their efforts -
even if your employees are very prominently recognized for their hard
work, compliments and awards can’t be deposited in the bank. Yes,
recognition is part of the puzzle. But money is usually a much bigger
piece. Since it costs a lot more money to hire a new employee than
keep existing ones, you’d be wise to recognize your employees’ efforts
with cold, hard cash.

 Employees realize they’re in a terrible atmosphere - when employees
reach  the  breaking  point,  there’s  no  turning  back. This  is  why
organizations should do everything within their power to create and
nurture a friendly, inclusive environment. Believe it or not, coworkers
are the number one thing employee’s love about their jobs, according
to our report. The stronger the relationships between your employees
and their coworkers, the better the atmosphere in the office will be.

 Employees realize they are picking up way too much slack for their
coworkers  -  even  if  your  workers  get  along  with  their  colleagues
fabulously,  there  comes  a  point  in  time  where  slackers  start  really
getting  on  the  nerves  of  those  who  consistently  produce.  Nobody
wants  to  work  incredibly  hard  on a  daily  basis  only  to  watch  their
coworkers do nothing without getting punished for their lack of action.
Rather  than  letting  lazy  employees  pollute  the  atmosphere  in  your
office, survey your employees on a regular basis so that they’re able to
let you know what’s wrong before it becomes an enormous problem.

 Managers have rock-star employees who are the best at what they do -
thing  is,  these  employees  have  a  hard  time  following  rule.  From
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management’s perspective, hardworking employees who consistently
over deliver and can be relied on to get the job done are obviously
desirable. But even the best employees in the world can’t get away
with everything. Managers can’t hold their employees to different sets
of standards. 

They may come a point in time when some of your most highly skilled
workers push the envelope a bit too far. In the interest of maintaining
a  happy  staff,  one  where  everyone  is  treated  equally,  you  may  be
forced to sever ties with talented individuals. To prevent a situation
from ever reaching that point, make sure all of your employees know
exactly what’s expected of them. If your rock-star employee is always
coming in 90 minutes late and leaving an hour early, let that person
know right away that the behavior is completely unacceptable.

 Though  they  like  a  product,  customers  can  decide  dealing  with  a
company is too much of a hassle - customers are not immune to social
exchange theory either. Imagine a customer is in love with a certain
brand. They love everything the brand puts out. The products are well
made  and  affordable.  Now  imagine  that  shopper  has  a  customer
service issue. They call the company, only to be greeted with subpar
service that’s quite frankly a bit rude too. Rather than continuing to
deal with the company, the customer might decide that it’s no longer
worth it and take their business elsewhere. 

As you can see, social exchange theory plays an enormous role in the
workplace  and  employee  engagement.  The  good  news  is  that
managers  who  understand  the  theory  and  actively  manage
relationships in tune with it are likely to have happier staffs and more
satisfied customers.

Features of Psychological Contracts

Features of psychological contracts are as follows – 

 Voluntary Choice - psychological contracts motivate employees to fulfil
their commitments to their organization because the employee has not
been made by the employer to go into this promise but instead he has
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chosen to participate voluntarily. Commitments that have been made
voluntarily are tend to be kept.

 Mutual  Agreement  -  psychological  contracts  are  an  individual
employee’s belief that there is a mutual obligation between them and
their organization. The importance of psychological contract is to the
extent  to  which  the  organization  and  the  employee  perceive  the
psychological contract to be fair.

 Incompleteness  -  psychological  contracts  cannot  be  spelt  out  by
neither  the  employee  nor  the  organization  therefore  it  need  to  be
figured out as time goes on so it is said to be incomplete at the time
which both parties go into it.

 The  multiple  Contract  Makers  -  the  way  employees  interpret  their
psychological  contracts  with  the  organization  is  shaped  by  the
information  which  the  employee  has  gathered  from  the  multiple
contract maker which includes top management officers, employee’s
immediate  superior  and  the  representative  of  the  human  resource
department  about  the  job,  the  organisation  itself,  its  policies  and
procedure  of  work  etc.  Furthermore  the  use  of  human  resource
practices such as performance appraisal system and training programs
can be used by organizations to show rewards that could be earned
and what is expected of the employees to earn it. The performance
appraisal clarifies what is expected of the employee and how he will be
rewarded for good performance.

 Managing Losses When Contracts Fail - when the actions of workers or
employers are being entrusted to psychological  contract to guide it,
then  the  failure  of  the  other  party  involved  to  accomplish  what  is
expected of them could then result in losses i.e. what they expected
had failed to happen. Researchers such as Maguire argued that losses
like that are reasons why when psychological contract is violated, it can
result  into  outrage,  anger,  stress,  resignation  and  other  negative
reactions.  It  is  important  that  both  the  workers  and  organization
ensure they fulfil the commitment of their psychological contract but
at the same time, they should also be prepared to manage losses when
in occurs.



Significance 

Everything cannot be included in a formal contract; it’s hard to codify certain
things. That is why a psychological contract becomes important between the
employer and the employee. The significance of psychological contacts are as
follows -

 A psychological contract is not similar for all employees like a codified
contract  –  it  is  more  individually  focused.  Each  employee  in  the
organisation  is  different  and  each  of  them  enters  into  a  different
psychological  contract  with  their  employees.  An employer  will  have
unlike  expectations  from  each  employee  because  each  of  them  is
different in their nature, job roles, etc.

 An individual psychological contract allows the employees to see their
value and role within the business.  It also helps both employer and
employee to avoid creating unrealistic expectations of one another.

 A psychological contract can attract and retain highly skilled employees
with promises. A balanced psychological contract creates a harmonious
relationship between the employer and employee.

Formation of Psychological Contracts

Psychological contract formation is a process whereby the employer and the
employee or prospective employee develop and refine their mental maps of
one another. According to the outline of  phases of psychological  contract
formation, the contracting process begins before the employment itself, and
develops  throughout  the  course  of  employment.  As  the  employment
relationship grows the psychological  contract  also grows and is  reinforced
over  time.  However,  the  psychological  contract  is  effective  only  if  it  is
consented  to  on  a  voluntary  basis.  It  is  also  useful  in  revealing  what
incentives workers may expect to receive in return for their employment. 

The content of psychological  contracts varies widely depending on several
factors including management style. It also depends on the type of profession
and differs widely based on stage in career; for example, between graduates
and managers. Denise Rousseau is credited with outlining these 5 phases of
contract formation:
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1. Pre-employment-  The  initial  expectations  of  the  employee  form
through professional norms and societal beliefs that may be influenced
by  information  gathered  about  the  organization  and  how  certain
occupations are portrayed by the media.

2. Recruitment- The first  instance of two-way communication involving
promise  exchanges  between  employer  and  prospective  employee
during the recruiting process.

3. Early  socialization-  Promise  exchanges  continue  with  both  parties
actively  continuing  their  search  for  information  about  one  another
through multiple sources.

4. Later experiences- The promise exchange and search for information
processes slow down as the employee is no longer considered new.
There may be changes to the psychological contract introduced at this
stage.

5. Evaluation-  The  existing  psychological  contract  is  evaluated  and
possibly  revised  and  it  is  determined  whether  revision  is  needed.
Incentives and costs of change impact revision. 

Types of Psychological Contracts

There are four types of psychological contract: 

1. Transactional Contract.

2. Relational Contract.

3. Transitional Contract and,

4. Balanced Contract.

1. Transactional Contract –It is present when employment arrangement is
of a short-term or limited duration. It primarily focused on exchange of
work in lieu of money with:

 A specific and definite description of duties



 Responsibilities and limited involvement in organization.

This is particularly true for employees hired on short-term contracts as 
well as workers located off-site.

2. Relational Contract – This result from long-term employment 
arrangements based upon mutual trust and loyalty. Growth in career 
and remuneration comes mainly from seniority under this contract and
other benefits and rewards are only loosely related to work 
performance. The contract is derived from long term membership and 
participation in the organization. This type of contract is very common 
in family run organizations in India, where ‘trusted and loyal’ 
employees manage most of the senior managerial/supervisory work in 
the organization. 

3. Transitional Contract – It refers to a cognitive state which reflects the
changes  in  organizational  context  and also  socio-economic  changes.
The transitions that are in contradiction with a previously established
arrangement  are  mentioned  here.  This  type  of  cognitive  state  is
apparent during company mergers and acquisition, downsizing as well
as related state of uncertainties in work life.

4. Balanced  Contract  –  it  refers  to  a  dynamic  and  open-ended
employment engagement pre-conditioned on business success of the
employer organization. Under balanced contract employees have the
opportunities  to  develop  skill  sets  and  opportunities  for  career
advancement based on skills and performance. Here both employee
and employer contribute to each other’s development. Rewards here
to  workers  are  based  upon  performance  and  contributions  to  the
organization’s business success or competitive advantages, particularly
in the face of changing business environment. In most of the public
owned  and  professionally  managed  organizations,  balanced  type  of
psychological contract exists. 

Types of Contract (Rousseau, 1995)
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Perspectives Level

Individual Group 

Perspectives
(relationship to
the
organization)

Within Psychological
(Individual  contract
based  on  beliefs
relating  to  promises
mode,  accepted  and
relied upon)

Normative  (Shared
Psychological
contract  evolved
from  common
beliefs)

Outside Implied 

(Third  party
interpretation,  e.g.,
perception  of  a
potential  of  a
employee)

Social 

(Shared  contract
dependent  on  a
group’s culture)

Types of Psychological Contract

Performance
Requirements

Time Frame

Short Term Long Term 

Non-specified
performance 

Transactional Relational 

Specified
performance 

Transactional Balanced 

Source: Rousseau(1995)

Psychological Contract and its Impact on Employer – Employee Relationship

Professor David Guest of Kings College London [2000] offered a model of
psychological contract. In outline, the model suggests that:



 the  extent  to  which  employers  adopt  people
management  practices  will  influence  the  state  of  the
psychological contract 

 the contract is based on employees' sense of fairness
and trust and their belief that the employer is honouring the
'deal' between them 

 where the psychological contract is positive, increased
employee commitment and satisfaction will  have a positive
impact on business performance.

Frame work for applying the psychological contract to the employment
relationship

Contextual and Policy and Psychological State  of  the  
Outcomes

Background factors       Practice Contract Psychological 

Contract 

Psychological contract represents the employee’s and employer’s beliefs or
perceptions regarding the employment relationship but as global economy
has changed psychological  contract  has also changed. In  old psychological
contract  employer  is  consider  as  caretaker  for  employee.  And  employees
were guaranteed job till retirement and also employer helped employees in
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career  development  and  growth  that  helped  them  in  career  promotions,
resulting in loyal and committed employees to the job and the organization. 

On the other hand, in new psychological contract both employee as well as
employer has lower expectations for long term relationship as employees’
focus  is  more  oriented  towards  their  career  planning  and  hence  more
commitment  towards  individual  goals  than  organizational  goals.  What  an
employee expects about employee-employer relationship affected by type of
perceived psychological  contract  and also  may influence an organization’s
ability to fulfil its obligations. 

Healthy employment relationship is  based on mutual  perceived obligation
from both parties namely employer and employee. When these perceived
obligations are not fulfilled, employees feel that employers are not valuing
their relationship

Obligations that each party is obliged to fulfil are – 

 Perceived  Employee  Obligations  -  Obligations  of  employee  to  their
employer  are  working  extra  hours,  loyalty,  volunteering  to  do  no
required  tasks  on  the  job,  giving  advance  notice  if  taking  a  job
elsewhere,  willingness  to  accept  a  transfer,  refusal  to  support  the
organization’s competitors, protection of proprietary information, and
spending a minimum of two years in the organization. They also found
that employee’s obligation to work extra hours,  to be loyal,  and to
volunteer  to  do  no  required  tasks  on  the  job  represents  relational
obligations. And on the other side taking a job elsewhere, to be willing
to  accept  a  transfer,  to  refuse  to  support  the  organization’s
competitors  and  to  protect  proprietary  information  reflects
transactional obligations.

 Perceived  Employer  Obligations  -  In  the  organization  employees
believed  that  their  employer  is  obligated  to  provide  them  rapid
advancement, high pay, pay based on current level of performance,
training, long-term job security, career development, and support with
personal problems. According to their study employer’s obligations to
provide rapid advancement, high pay, and pay based on performance



reflects transactional  obligations in that the obligations are specific,
monetizable, and fulfilled at a definite time. 
Employer’s obligations to provide long-term job security, training, and
development reflect relational obligations in that the obligations serve
to maintain the relationship and require fulfilment over an indefinite
period during the course of the relationship. 

 Perceived Organizational Obligations - Employees are expected to fulfil 
promises that the organizations have termed as their organizational 
obligations.  Employees expect that people in authority, especially their
immediate supervisor, should develop not just work relationship, but 
also family ties with them. 
 Growth and development opportunities and supportive work culture 
are important organizational obligations as perceived by employees 
but on the other hand employers believed that job and resource 
support and salary and benefits are most important for employees. 
However certain factors are specific for each employee as well 
employer like equity is important for employer while working 
conditions and resource support are important for employees but not 
for employers.

What If Obligations Are Not Fulfilled? 

As strength of employment relationship lies in how dedicatedly each party
fulfils psychological contract obligations, if fulfilled then it communicates that
employee  is  valuing  their  relationship.  But  on  the  other  hand,  unfulfilled
obligations  raise  questions  on  the  employer’s  commitment  to  the
relationship, it becomes more problematic when unfulfilled obligations are
the  result  of  situational  variables  beyond  the  organization’s  control  even
when  organization  want  to  fulfil  obligation  but  forces  to  alter  the
organization’s obligation then it can produce drastic results, even sometimes
turnover.  If  obligations  are  not  fulfilled  either  from  employee  side  or
employer side then it may have drastic effects on not only either party but
also  on  the  organizational  outcomes  also.  However,  on  the  other  hand
psychological  contract  violation  is  the  cause  of  negative  effects  on
employees, in terms of stress and strain.
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Breach of Psychological Contract

Breaches  occur  due  to  factors  such  as  broken  promises  (pay  cuts),
withholding  promises  (delaying  bonuses),  imposing  longer  working  hours,
incongruence of expectations due to unexplained or misunderstood changes
in perception of what is fair or unfair. Breaches can also occur because of a
'contract  drift’,  which  is  a  gradual  divergence  of  what  is  involved  in  the
exchange  relationship  and  what  each  party  believes  should  be  involved.
Contract  rifts  can  occur  due  to  an  organisational  change  such  as
restructuring, merger, or acquisition. 

Reactions to Breach of Psychological Contract

 Breaches of the psychological contract are regarded as emotional events. In
fact the contract becomes more transactional rather than relational is due to
individual’s reactions about the breach of contract was less severe. Research
was  founded  that  if  the  employee  was  carrying  on  working  for  the
organisation  after  he  or  she  perceived  a  breach  of  their  psychological
contract the contract becomes transactional. There are two types of reaction
to breach of psychological contracts, which are as follows -

There are four main courses of action an individual may take in response to a
perceived violation which can be divided into two dimensions: active-passive
and constructive-destructive. 

Exit: Often the last resort when dealing with contract violations. Employers
can terminate  workers  whose performance  does  not  meet  standards  and
workers can quit an untrustworthy or unreliable employer. Both passive and
destructive, exit is by no means the only response to a violation. 

Voice: Voicing any feelings helps to reduce losses and restore trust. It is an
active,  constructive  effort  to  change  the  objectionable  features  in  the
situation  and  compensate  for  the  violation  while  remaining  in  the
relationship. 



Silence: A form of non-response. Reflects a willingness to endure or accept
unfavourable circumstances in the hope that they may improve. As a passive,
constructive response it serves to perpetuate the existing relationship. 

Destruction/Neglect: Passive negligence or active destruction. Most common
when voice channels do not exist or where there is a history of conflict. It can
involve  neglect  of  one's  duties  to  the  detriment  of  the  interests  of  the
organization  or  involve  more  active  examples  of  counterproductive
behaviours. Vandalism, theft and work slowdowns are all  examples of this
type of response. 

Human Resource Management Practices and Psychological Contract

Increased competition has led to recent changes in  business environment
which has signified the need for  organizations to search for  new ways to
survive and enhance their  performance.  One of  the possible solutions for
organizations to respond effectively  and efficiently  to  these changes is  to
embrace  the  use  of  human  resource  management  (HRM)  practices  and
develop  a  psychological  contract  to  improve  on  their  performance.  It  is
commonly accepted that the people working for an organization are one of
its main assets and one of the factors in determining its performance. 

Workers qualities, attitudes and behaviour in the workplace together with
other  factors  such  as  psychological  contract  play  an  important  role  in
determining  an  organizations  performance  hence  success  or  lack  of  it.
Although this  type of  resource is  one in which organizations do not have
complete control, there do exist certain strategies to enable them exert their
influence on the quality and performance of the human capital on which they
rely. 

The  kind  of  psychological  contract  that  organizations  build  with  the
employees  will  have  a  vital  influence  in  this  area  and  thereby  on  the
performance  achieved  by  the  organization.  One  of  the  popular  human
resource  models  built  on  psychological  contract  is  the  Michigan  Models
which has four generic sub strategies, they are –

 Recruitment, Selection and orientation- the recruitment and selection
process is concerned with identifying, attracting and choosing suitable
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people  to  meet  an  organization’s  HR  requirements.  The  basis  of
recruitment and selection are the human resource requirements that
the  organization  strategies  require.  It  matches  available  human
resource to jobs. 

The contribution of effective recruitment and selection to enhanced
organizational  performance  has  been  illustrated  by  the  findings  of
empirical  studies  which  found  out  that  the  acquisition  and
development of employee skills through use of sophisticated selection,
induction,  training  and  appraisals  have  a  positive  impact  on
organization’s productivity and profitability. 

During recruitment interviews and orientation, HRM personnel should
clearly and honestly communicate the responsibilities and expectations
of the employee, as well those the organization will give in exchange.
As  the psychological  contract  begins  its  formation during the hiring
process, it is important that the organization does not oversell the job;
thereby  setting  unrealistic  expectations  which  when  violated  may
result in dissatisfaction and lowered commitment. 

 Training  and  development-  training  is  any  learning  activity  which  is
directed towards the acquisition of specific knowledge and skills  for
the  purposes  of  an  occupation  and  task.  Training  programs  are
directed toward maintaining and improving current job performance. It
has the important dual function of utilization and motivation. 

Some of the gains which training brings are greater productivity and
quality,  less scrap or spoiled work and fewer accidents.  More often
training is  given as a response to some event like a realization that
performance is inadequate. 

The organization should ensure that employees have the opportunity
for on-going training and development. The provision of training and
development  sends  a  message  to  employees  that  the  organization
cares  about  theme  and  supports  them.  In  particular  the  quality  of
training  shapes  whether  workers  believe  commitments  have  been
made, and kept regarding career development. 



 Performance Appraisal -  appraisal  is  the judgment of an employee’s
performance in a job, based on considerations other than productivity
alone.  It  aims  to  ascertain  whether  actual  performance  matches
performance targets. An integrated and effective appraisal process can
lead  to  increased  organizational  performance  and  employee
motivation.  It  provides  recognition  for  successful  performance  and
provides  guidance  on  what  skills,  competences  and  behaviour  are
required to meet expectations. 

Performance reviews are important as they offer an opportunity for
the employee to receive accurate feedback on their performance and
may  help  dispel  any  false  beliefs,  of  either  party,  that  they  have
fulfilled  their  part  of  the  psychological  contract.  Unrealistic  self-
assessment by the employee will  impact on the comparison process
because,  without  accurate  feedback,  there  is  the  potential  for  the
employee  to  misperceive  the  balance  between  fulfilments  of  their
obligations against those of the organization.

 Reward - rewards / compensation matches efforts in an equitable and
just manner and organizations must reward short as well as long-term
achievements,  bearing  in  mind  that  business  must  perform  in  the
present to succeed in the future.  Total  reward includes all  types of
rewards-indirect as well as direct, and intrinsic as well as extrinsic. Each
aspect of reward such as base pay, contingent pay, employee benefits
and  non-financial  rewards  which  include  intrinsic  rewards  from the
work  itself,  are  linked  together  and  treated  as  an  integrated  and
coherent whole.

The  approach  towards  total  reward  is  holistic.  Account  is  taken  of
every way in which people can be rewarded and obtain satisfaction
through their work. The aim is to maximize the combined impact of a
wide range of reward initiatives on motivation, commitment and job
engagement. 

Total  reward  embraces  everything  that  employee’s  value  in  the
employment  relationship.  Total  rewards  are  all  of  the  employees’
available tools that may be used to attract, retain, motivate and satisfy
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employees. A total reward strategy is critical to addressing the issues
created by recruitment and retention as well as providing a means of
influencing behaviour. It can help create a work experience that meets
the needs of employees even unwritten needs and encourages them to
contribute extra effort. 

Conclusion

The psychological contract's versatility shows that it has a central role in work
behaviour by better specifying the dynamics of the employment relationship.
It  is  clearly  an  important  ingredient  in  the business  relationship  between
employers and employees and can be a powerful determinant of workplace
behaviour  and  attitudes.  Such  contracts  are  subject  to  change  and
development  throughout  the  duration  of  employment  but  due  to  their
subjective  nature  are  potentially  prone  to  violation  by  both  sides.
Organizations trying to improve quality or efficiency of employees' work can
gain a great deal when taking into consideration the psychological contract
and its abundant implications. 

Modern organizations cannot succeed unless the people they employ agree
to contribute  to  their  mission  and survival  hence workers  and  employers
need to agree on the contributions that workers will make to the firm and
vice  versa.  Understanding  and  effectively  managing  these  psychological
contracts can help organizations thrive.

Organizations are thus increasingly acknowledging psychological contract as a
significant aspect of employment relationship. The concept of mutuality is a
major feature of psychological contract, implying that there is a common and
agreed  understanding  of  promises  and  obligations  the  respective  parties
have made to each other about work, pay, loyalty, commitment, flexibility,
security  and  career  advancement.  To  ensure  a  sense  of  personal
achievement, enhance employability and engender relationship values in an
effort  to  maintain  a  healthy  psychological  contract  which  will  stimulate
commitment and loyalty, organizations need to change work patterns. For a
continuing and harmonious relationship to exist between the employee and
the organization, a balanced psychological contract is necessary. 



However, its violation can signal to the participants that the parties no longer
share or shared a common set of values and goals since as a psychological
contract  creates  emotions  and  attitudes  that  form  and  control  behavior.
Management of organizations has the core task towards the management of
a  psychological  contract  which  has  a  positive  association  with  a  range  of
outcomes within the employment relationship and this  is  a  useful  way of
conceptualizing that relationship.
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	M.B.A
	Voluntary Choice - psychological contracts motivate employees to fulfil their commitments to their organization because the employee has not been made by the employer to go into this promise but instead he has chosen to participate voluntarily. Commitments that have been made voluntarily are tend to be kept.
	Mutual Agreement - psychological contracts are an individual employee’s belief that there is a mutual obligation between them and their organization. The importance of psychological contract is to the extent to which the organization and the employee perceive the psychological contract to be fair.
	Incompleteness - psychological contracts cannot be spelt out by neither the employee nor the organization therefore it need to be figured out as time goes on so it is said to be incomplete at the time which both parties go into it.
	The multiple Contract Makers - the way employees interpret their psychological contracts with the organization is shaped by the information which the employee has gathered from the multiple contract maker which includes top management officers, employee’s immediate superior and the representative of the human resource department about the job, the organisation itself, its policies and procedure of work etc. Furthermore the use of human resource practices such as performance appraisal system and training programs can be used by organizations to show rewards that could be earned and what is expected of the employees to earn it. The performance appraisal clarifies what is expected of the employee and how he will be rewarded for good performance.
	Managing Losses When Contracts Fail - when the actions of workers or employers are being entrusted to psychological contract to guide it, then the failure of the other party involved to accomplish what is expected of them could then result in losses i.e. what they expected had failed to happen. Researchers such as Maguire argued that losses like that are reasons why when psychological contract is violated, it can result into outrage, anger, stress, resignation and other negative reactions. It is important that both the workers and organization ensure they fulfil the commitment of their psychological contract but at the same time, they should also be prepared to manage losses when in occurs.
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