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Abstract

This study examines the content of the psychological contract at its formation stage. Three
individual antecedents were identified that were expected to influence these content
dimensions (careerism, type of exchange (social/economic), level of experience). The study
proceeds in two separate but overlapping stages. Firstly, in Stage A, the relationship between
these individual factors and the content dimensions is investigated. Secondly, in Stage B, the
effect of the three antecedents on the content dimensions across seven features (‘Realistic’;
‘Contingent’; ‘Fair’; ‘Important’; ‘Expected’; ‘Familiar’; ‘Uniqueness’) is also examined in
an effort to better understand both the employee and employer obligations. We adopted a
mixed methodology in our study. The three antecedents were measured using questionnaires.
Fifty interviews were conducted to elicit both employer and employee obligations and this
data was analysed using the repertory grid technique. Results for Stage A indicate that level
of careerism is associated with obligations concerning Loyalty. A social exchange is
associated with certain obligations reflecting a broad investment with the organisation (e.g.
Development). An economic exchange is associated with certain obligations reflecting a
narrow investment with the organisation (e.g. Pay & Benefits). Our study also found that
novices are more likely than veterans to explicate obligations to the organisation concerning
Teamwork. These results confirm that the three factors are, to varying degrees, viable
antecedents of the psychological contract. Results for Stage B indicate that both ‘type of
exchange’ and ‘level of experience’ affect certain dimensions across a number of features
(e.g. ‘Important/Not Important’, ‘Familiar/Novel’ etc.). However, the features assessed in our
study are of limited value in explaining the dynamics of the formation process. Taken
together, both stages in our study make an incremental contribution to understanding the

schematic nature of the psychological contract.
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Chapter 1: Introduction to Study
1.1 Introduction

This thesis is concerned with the formation of the psychological contract. Psychological
contract formation refers to the sensemaking process of an amalgam of promises exchanged
by the newcomer and the organizational insiders, as experienced by the focal individual
during her first days at work (Tomprou & Nikolaou, 2011). Despite the significant amount of
research conducted on the psychological contract, little is known about how the
psychological contract is actually created and experienced. The majority of research on
psychological contract theory has been concerned with the aftermath of psychological
contract formation and its associated responses (e.g. breach, violation, willingness to change
etc.), (e.g. Robinson, 1996; Herriot et al., 1997; Rousseau & Tijoriwala, 1999; Coyle Shapiro
& Kessler, 2000; Stoner & Gallagher, 2010). However, fully understanding the dynamics of
the psychological contract in employment is difficult without research into its formation. The
antecedents of the psychological contract have received relatively little attention from
organizational researchers (with the notable exception of Robinson et al., 1994; Rousseau,
1990, 1995, 2001; Shore & Tetrick, 1994; Thomas & Anderson, 1998; Purvis et al, 2003; De
Vos, 2003, 2005, 2009; Tomprou & Nikolaou, 2011). A closer examination of the building
blocks of the psychological contract will facilitate a better understanding of how it should be
effectively managed and developed. In view of the economic and human costs associated
with the premature departure of new hires, obtaining more insight into how the psychological
contract is formed is not only interesting from a scientific point of view, but also highly

relevant from a practical standpoint (De Vos et al., 2005).

1.2 Background to the Research

In the last twenty years, psychological contract theory has emerged as a valuable analytic
tool in employment relations research. During this time, the viability of traditional
employment relations has been challenged by a number of different factors such as different
work patterns, increasing flexibility and fragmentation of the workforce and greater variety of
forms of employment contract (Stoner& Gallagher, 2010; Guest, 2004; Rousseau, 1995). In
light of these changing circumstances, there was, and is, a need for different interpretive

frameworks. Taylor & Tekleab (2004) argue that the extant research on psychological



contracts appears to offer a way forward for addressing the challenges currently being
experienced by many organizations as a result of these changing circumstances. For
academics, the psychological contract presents another opportunity to re-examine the
fundamental aspect of organizational life, the employee-employer relationship (Coyle
Shapiro et al., 2000). The psychological contract is resilient in the face of the great changes
that have occurred in the working environment and it continues to play a central role in
organizational behaviour by better specifying the dynamics of the employment relationship
(Schalk, 2004).

As has been outlined, there are a select number of studies that examine the initial
stages of the psychological contract and they serve as important landmarks in psychological
contract formation research. These studies have provided insights relating to antecedents of
the contract itself, newcomer socialisation and multiple insights into employee’s
understanding of the obligations of both parties. Firstly, as regards the antecedents of the
psychological contract, researchers largely agree that the psychological contract is influenced
by both organisational and individual factors (e.g. Shore & Tetrick, 1994; Anderson &
Thomas, 1996 etc.). Indeed, an analysis of both these forces is central to our understanding of
how the psychological contract in constructed. The organisation is proposed to influence
employees’ psychological contracts through messages conveyed by multiple agents,
organisational actions, and expressions of organisational policy (e.g. through handbooks,
compensation systems or other personnel-related structures) (Rousseau, 1995). Of course, the
organisation itself will be the chief source of information for the new recruit. A number of
studies have illustrated the role human resource practices play in shaping the psychological
contract (e.g. Guzzo & Noonan, 1994; Guest et al., 1999 etc.). The psychological contract is
perceptual, unwritten, and hence not necessarily shared by the other party to the exchange
relationship (Rousseau, 1995). Consequently, employers and employees may hold different
views on their psychological contract and part of these differences could be explained by
individual factors. However, the individual antecedents have received modest attention from
researchers. For example, ‘careerism’ has been investigated in a number of seminal studies
on psychological contract formation. Employees differ in their intentions to pursue
employment with different organisations. While some employees prefer a traditional job with
the same company- the idea of ‘a job for life’, others prefer to change employers more
regularly (Driver, 1994). This is what Rousseau (1990) has termed ‘careerism’. It is defined

as a ‘preference for changing employers frequently during a career’ (Rousseau, 1990).



Rousseau (1990) found that careerism was positively related with a preference for a
transactional psychological contract and negatively related with a preference for a relational
psychological contract. Similarly, De Vos et al., (2009) found that careerism was associated
with a higher level of employer obligations relating to career development and financial
rewards and a higher level of employee obligations related to flexibility and employability.
Both of these studies illustrate how level of careerism affects the contract formation process
which, in turn, adds to the idea of careerism as a viable antecedent of the psychological
contract. A number of other individual factors have been cited as antecedents of the
psychological contract. For example, ‘cognitive biases’ have been mentioned as a possible
influence (e.g. Rousseau, 1995; Robinson et al., 1994), ‘work values’ (e.g. De Vos et al.,
2005), ‘personality traits’ (e.g. Raja et al., 2004; De Vos et al., 2005), ‘emotions’ (e.g.
Tombrou & Nikolaou, 2011), ‘goal- oriented motivations’ (e.g. Shore & Tetrick, 1994;
Rousseau, 1990). All of these studies lend support to the belief that the psychological contract

is affected by individual factors.

In relation to newcomer socialisation, Rousseau (1995, 2001) asserts that the
formation process is episodic rather than continuous in that people are only open to contract-
related information at certain points in time. De Vos et al., (2009) have studied the
psychological contract at a specific juncture in the formation process: the pre- employment
phase. This ‘anticipatory psychological contract’ (APC) is effectively pre- employment
beliefs about forthcoming employment. In contrast, Thomas & Anderson (1998) adopted a
longitudinal approach in their study and examined the psychological contract at a number of
different stages in the post entry phase of the formation process. Other studies have examined
the contract at different stages in the post entry phase (i.e. 3 months, 6 months, 12 months),
(e.g. De Vos et al., 2005 etc.). All these studies illustrate how the psychological contract
develops over time and highlight the importance of specific junctures in the employment

relationship to this development process.

A number of studies within the context of psychological contract formation have
provided insights into the obligations of both employees and employers (e.g. Rousseau, 1990,
2000; Herriot et al., 1997; Robinson et al., 1994 etc.). The content of the psychological
contract refers to the mutual obligations that characterise the employer/employee
relationship. While the range of content dimensions measured differs across studies,

employee obligations relating to ‘Loyalty’, ‘Ethical Behaviour’ and ‘Extra Role Behaviour’



and employer obligations relating to ‘Development’ ‘Rewards’ and ‘Work/Life Balance’ are
frequently cited. To some extent these studies are useful in that they capture the idiosyncratic
nature of the psychological contract. Their true value is in the fact that they have had a
profound influence on subsequent psychological contract studies (e.g. Freese & Schalk, 1997,
2008; De Vos et al., 2009; De Hauw & De Vos, 2010 etc.)

1.3 The Research Problem

The studies outlined above have provided us with a modest understanding of the creation of
the psychological contract. To date, the literature in the field has largely ignored the
formation process. There is a lot we don’t know about how the contract itself is constructed.
For example, only limited attempts have been made by psychological contract researchers to
investigate the individual antecedents of the psychological contract (e.g. Ho 2000; Raja et al,
2004; Robinson and Morrison 2000, De Vos et al., 2005, 2009 etc.). Due to its idiosyncratic
nature, it is likely that the psychological contract is affected by a countless number of
individual factors. Certainly, the literature in this area is difficult to classify into clear and
distinct avenues of enquiry. Theoretically, there are an infinite number of possible individual
antecedents. To date, research into individual antecedents of the psychological contract has
seen encouraging conceptual developments in the field that are restricted by a lack of
empirical evidence. Certainly, researchers need to expand the range of antecedents examined

as part of a psychological contract study.

As regards newcomer socialisation, there is a clear lack of research investigating the
psychological contract at the very beginning of employment: the induction period. It is
surprising that this episode has largely been ignored by researchers given the significant role
it plays in newcomer adjustment. We know from research on the socialization process that
the induction period is a crucial juncture in the employment relationship (Louis, 1980). It acts
as a useful reference point for the organisational entrant as any ambiguity in relation to their
employment can be clarified. The information provided during this phase can play a

significant role in determining the new employee’s future actions.

While the content of the psychological contract has received considerable attention in
the literature, the majority of this research has examined the different content dimensions of
the contract itself while ignoring the dynamic interplay between these dimensions. Indeed,



Conway & Briner (2005) note that the lack of insight into the relationship between these
different dimensions is a distinct failure in psychological contract research. Investigating this
relationship would allow us to gain a deeper insight into the employee’s understanding of
their relationship with the organisation. In an effort to assess the relationship between
obligations, our study examines the ‘features’ of the specific content dimensions of the

contract.

1.4 Justification of the Research

There is dearth of research on the immediate post- entry stage of the formation process. If the
formation process is episodic, then we contend that the post -induction phase is an important
‘episode’ to investigate. Equipped with the contract-related information that has been relayed
to them during their introduction to the organisation (e.g. induction), organisational entrants
are in an excellent position to reflect on the reciprocal obligations that comprise their
psychological contracts. De Vos et al., (2009) and Thomas & Anderson (1998) suggest it is
difficult for new entrants to fully understand their obligations to the employer and the
inducements they expect to receive in return, until they have officially commenced their
employment. Accordingly, we propose a neologism for the literature in relation to the
psychological contract at the post-induction phase of the creation process: the ‘preliminary
psychological contract’. Our study attempts to address this gap in the research by examining

the psychological contract at this particular period.

1.4.1 Study: Stage A
Two basic research questions are guiding our study:

Research Question 1

What is the relationship between newcomers’ individual antecedents and the content of

their psychological contract at organisational entry?

Stage A of our study is guided by this research question. In this stage, we examine the
effect of three specific individual antecedents on the formation of the psychological contract,

namely ‘careerism’, ‘type of exchange relationship” and ‘experience’. The role of



organisational antecedents in the formation of the psychological contract is not being
examined in our study. Our aim is to gain a better understanding of the influence of
individual factors in the creation of the contract. There are a number of reasons why these
three specific antecedents are being addressed. Firstly, while ‘careerism’ has been studied in
a number of important psychological contract formation studies (e.g. Rousseau, 1990,
Robinson et al., 1994, De Vos et al., 2009 etc.) we have a limited understanding of its effect
on the preliminary psychological contract. For this reason we believe it merits further study.
Also, research examining the influence of careerism on the psychological contract has been
restricted to assessing a narrow range of content dimensions. Therefore, by expanding the
range of content dimensions to be assessed, we can gain a deeper insight into the effect of

careerism on the formation of the psychological contract.

Secondly, social exchange theories (e.g. leader- member exchange) constitute a
relevant perspective for understanding the dynamics of the psychological contract (Xu et al.,
2008). Numerous constructs associated with exchange theories such as exchange ideology
(Bunderson, 2001) have been investigated in how they relate to the psychological contract.
Yet, there is a dearth of research examining the relationship between the psychological
contract and ‘type of exchange’. Specifically, our study considers two types of exchange
relationship: economic exchange and social exchange. An economic exchange between
employer and employee is characterised by terms relating to the exchange of pay, reward and
work assignments etc. (Milgrom & Roberts, 1992). In contrast, a social exchange between
both parties is characterised by unspecified terms or obligations (Blau, 1964). The literature
on social exchange cites obligations reflecting a broader relationship between parties (i.e. job
security for loyalty, development opportunities for extended stay etc). It seems reasonable to
suggest that the type of exchange a new employee has with their organisation would
influence the content of their psychological contract. For example, an employee with an
economic exchange is likely to have a psychological contract whose content dimensions
reflect such an exchange (e.g. pay and benefits etc.). These content dimensions reflect the
dominant focus of the exchange. However, this has yet to be validated empirically. Shore et
al., (2006) claim the social /economic divide within exchange theory corresponds with the
relational/transactional divide within psychological contract theory. The
relational/transactional divide has been examined in an array of previous psychological
contract studies (e.g. Cavanaugh & Noe, 1999; McDonald & Makin, 2000; De Cuyper et al.,
2008 etc.). This, of course, will facilitate comparison with our findings. Accordingly, our



study aims to demonstrate the merit of ‘exchange type’ as a viable antecedent of the
psychological contract. At this stage in psychological contract enquiry, we believe it is
important to have a better understanding of the relationship between exchange type and the
content of the contract itself, given the centrality of theories of exchange in psychological

contract research.

Within the literature, experience is often quoted as a relevant antecedent of the
psychological contract (e.g. Rousseau, 1995, 2001; Taylor & Tekleab, 2004 etc.). It is
surprising to learn that experience has never been examined in an empirical psychological
contract study. We assume that the psychological contracts of experienced and inexperienced
workers are different. As of yet, we do not know how they are different. Given this lack of
empirical research it follows that our understanding of the role of experience in the formation
of the psychological contract is particularly weak. Experience, of course, is a loose term.
Experience can be conceptualised in many ways. Theoretically, experience has been
categorised as a dichotomy of ‘novice’ and ‘veteran’ in a number of studies (e.g. Rousseau,
2001; Welch Larson, 1994; Fuller & Unwin, 2005). It seems credible that experienced
(veteran) and inexperienced employees (novice) would differ in their expectations of their
work. For example, Laufer & Glick, (1996) contend that the new worker enters an
organisation with a certain degree of uncertainty and insecurity about their new employment
and that these feelings may be heightened by a lack of previous experience in the workplace.
In the context of the psychological contract the difference between the novice and veteran
worker has yet to be empirically explored. In our study, we examine the relationship between
experience and the content of the contract. We assume that there is a difference between the
novice and the veteran in their understanding of the mutual obligations at the heart of the
employment relationship. Therefore, we expect that the content of the psychological contracts
of novices will differ from the content of the psychological contracts of veterans. We believe
that gaining a better understanding of the specific differences between the psychological
contracts of novices and veterans is needed at this point in psychological contract research.
From a human resources point of view, there is a value in knowing how the inexperienced
worker differs from the experienced worker in their understanding of their new employment,
given that both types of worker frequently work together within the organisation. Broadly
speaking, our study aims to determine the relevance of experience as an antecedent of the

psychological contract.



1.4.2 Study: Stage B

Research Question 2

What do new workers believe about the content of their psychological contracts at the post-

induction phase?

Stage B of our study is guided by this research question. In this stage, we aim to further our
understanding of the formation process by examining the relationship between both parties’
obligations across a number of features. We believe that no other study has considered the
‘features’ of the ‘content’ as opposed to the features of the ‘contract’ as a whole. To date,
research on the content dimensions has been somewhat limited in that the vast majority of
studies only look at contract obligations in isolation. This is a somewhat restrictive approach
as it does not capture the reciprocal exchange between employee and employer. Our approach
allows us to assess the content of the psychological contract in an innovative way which will
lead to a better appreciation of the dynamics of these dimensions. This ‘features’ approach
also enables us to assess the interplay between the different obligations, something which has
been lacking in psychological contract research to date (Conway & Briner, 2005). By doing
this, we will be able to gain a deeper understanding of the foundations of the psychological
contract: the perceived obligations. It will also facilitate a comparison of each obligation
along a number of distinctive features. We believe that such a comparison will allow us to
gain further insight into this interplay between the dimensions of the contract. As discussed in
a previous section, individual factors influence the content of the psychological contract. We
expect that the three antecedents being measured in our study will affect participant’s
understanding of the content dimensions across these features. Again, we firmly believe that
this aspect of our study is merited as it will allow us to have a better understanding of both
the reciprocal obligations and also the relationship between these content dimensions and the

three individual antecedents.

The seven features discussed in this section provide the framework for Study B. Each
feature was elicited from a pilot study (see Section 4.2.1). Since these features are not
theoretically driven there is a dearth of supporting research in the literature. Therefore, we
acknowledge that many of features discussed lack a theoretical basis. This is perhaps an
inevitable outcome of adopting an empirical approach to eliciting our psychological contract

content features. However, each of the seven features is relevant to psychological contract



theory as they explore its fundamental properties in different ways. The features to be

assessed are as follows:

Feature 1: Realistic/Not Realistic

We do not know to what extent obligations are considered ‘realistically fulfilled’. For
example, Porter & Steers (1973) found that clarification of what is expected of employees
and a full understanding of their duties was the key to reduction in turnover. Without
discussing the employer’s expectations of him, the new worker begins employment uncertain
of his role (Wanous, 1992). However, employees can realistically ‘expect’ the employer to
fulfil his side of the agreement due to the inherent sense of ‘reciprocity’ in every
psychological contract. Reciprocity deals with the notion that both parties in an exchange are
committed to ensuring the balance of the agreement is maintained (Dabos & Rousseau,
2004). The employment relationship is founded on the idea that both parties will fulfil their
obligations to the other. Accordingly, the employee can ‘realistically’ expect the fulfilment of
specific terms. We argue that the employee will attach different ‘realistic’ levels to certain
obligations and that this difference can be explained by individual factors. By examining
which obligations are considered realistically fulfilled from the employee’s perspective, we
can be more informed of the new hire’s perception of their new job. It is likely that these
perceptions will be largely determined by individual factors. For example, it seems
reasonable to argue that a ‘careerist’ would have certain expectations of obligations in terms
of whether they can be realistically fulfilled (e.g. obligations relating to loyalty etc.). This is a

gap in the research that our study attempts to address.

Feature 2: Contingent/Remote

Contingency is a key issue in psychological contract theory. Contingency, the extent to which
one party believes the fulfilment of an obligation is conditional on the other party fulfilling an
obligation, influences behaviour within the context of the employment relationship
(Rousseau, 1995). It seems plausible that obligations would differ in their level of
contingency. Yet, we do not know to what extent they differ. For example, one might assume
that an employee obligation to ‘work extra hours’ is highly contingent on the employer
rewarding that behaviour. In contrast, an employee obligation to ‘perform their duties to the

best of their ability” may have a lower level of contingency than an obligation to work extra



hours. We have used the label ‘remote’ to refer to a lower level of contingency. Obligations
considered ‘remote’ are perceived to be ‘not contingent’ on the other party fulfilling certain
terms of the exchange agreement. This extent to which an obligation is considered contingent
or remote may be partly explained by individual factors (e.g. type of exchange etc.).
However, to our knowledge, the extent to which obligations are considered contingent has
never been investigated in psychological contract research. Similarly, we know very little
about the relationship between obligations in the context of contingency. Understanding this
relationship would allow us to better predict the behaviour of the new employee. Our study

specifically addresses this gap in the research.

Feature 3: Same for every employee/Unique to me

Each psychological contract is highly individualised and idiosyncratic. Accordingly, the
content of each contract will be unique to the employee in question. However, previous
studies have assumed that some obligations are shared by every individual as is evidenced by
the presentation technique of obligations (as opposed to the elicitation technique)
characterising the majority of research on the content of the psychological contract. Rousseau
(2005) has examined individualised agreements between parties in the form of ‘i- deals’.
However, the extent to which an obligation is perceived as being unique to an individual or
shared by every employee in the context of the psychological contract in not yet understood.
It may be that level of ‘uniqueness’ is affected by individual factors. Knowing which
obligations are considered unique to the individual and which are not, would enable a deeper
insight into the new employee’s understanding of their role and their interpretation of the

employment relationship. Again, this is an issue being addressed in our study.

Feature 4: Expected/ Not Expected

The individual should not be considered as ‘tabula rasa’ when entering the organization, since
previous experiences and knowledge have both contributed to the development of certain
expectations that would guide individual’s perceptions about the new working environment
(Tomprou & Nikolaou, 2011). A sustained period of information seeking has occurred before
organisational entry (De Vos et al., 2009). The type of information sought and how that

information is processed is dependent on a number of variables (i.e. careerism etc.). Yet, we
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are unsure which obligations are considered expected and which are not. For example, a new
employee may learn upon organisational entry that she is expected to be available to work
extra hours on weekends. If this obligation was not expected by the employee then it could
affect her relationship with the organisation. However, it must be acknowledged that our data
does not capture pre-employment beliefs (e.g. the anticipatory psychological contract). We
acknowledge that it would be more scientifically robust if we compared pre and existing
beliefs to determine level of ‘expectedness’ for each obligation (Montes & Zweig, 2009).
However, this research is not investigating psychological contract expectations. Our study is
not asking the participant to explicate his a priori beliefs and our method is, therefore, a
viable approach to adopt in addressing our research question(s). Considering, the economic
cost of prematurely losing new hires to the discrepancy between organisational reality and
pre- entry expectations, it is important to have a better understanding of which terms of the
psychological contract are expected and which are not expected (Rousseau, 2009). This gap

is addressed in our study.

Feature 5: Familiar/Novel

Similarly, it is important to know which obligations are considered familiar and which are
considered novel. It seems plausible that the degree of familiarity would be influenced by the
employee’s type of experience in previous roles. The degree to which an obligation is
considered ‘familiar’ has not been addressed in the literature to date. For example, if a new
employee is compelled to fulfil an obligation with which they are not familiar, this could
affect their subsequent behaviour around that obligation. Therefore, we believe assessing the
content dimensions in this context is merited. The extent to which obligations are considered
familiar is addressed in this study.

Feature 6: Fair/ Not Fair

The issue of fairness is a central concern in psychological contract theory. The employee
establishes an agreement with the organisation which they believe to be fair. However, an
obligation to the employer in relation to working additional hours may be conceived by the
employee as being ‘not fair’. Such a belief could influence the employee’s behaviour in

relation to the fulfilment of that obligation. This, of course, would affect the relationship
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between both parties. Therefore, there is considerable merit in studying the content of the
psychological contract in this context. Again, it is surprising to learn that the extent to which

each obligation is considered fair has never been examined in a psychological contract study.

Feature 7: Important/ Not Important

In terms of the psychological contract, the obligation to the organisation to which the
employee is bound determines their behaviour. It seems credible to assume that each
obligation will take on a different level of importance in terms of fulfilment. For example, is
it more important for the employer to fulfil obligations relating to training as opposed to
obligations relating to work/life balance? However, no study has measured the content of the
psychological contract in terms of importance. Similarly, what happens when the employer
does not fulfil an obligation considered by the employee to be extremely important to fulfil at
organisational entry? It is likely that certain obligations would be considered more important
than others as a result of different individual characteristics (e.g. obligations concerning
personal development would be important to an employee with a social exchange but be less
important to an employee with an economic exchange). In light of the questions above, we
believe that an examination of the content of the psychological contract in determining which
obligations are considered important to fulfil is warranted as it could help explain the

antecedents of contract breach and violation.

1.5 Methodology employed in study

We are adopting a mixed-method approach in our study. Firstly, we are using questionnaires
to measure our three antecedents. The content dimensions of the psychological contract are
elicited using an interview. Each content dimension is measured across each of the seven

features outlined above using the repertory grid technique.

The repertory grid has been established as a psychological technique for over forty
years. It is somewhat of a hybrid methodology as it elicits data qualitatively but analyses it
quantitatively (Fransella, 2004). As a technique, it focuses on how a single individual
understands his/her own world in a particular context. Essentially, if one’s actions are

determined to a large extent by how they understand and interpret situations, then the
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repertory grid can be an excellent means of illustrating such an understanding. In the majority
of psychological contract research, the obligations are presented to the participant and they
are then asked to respond to each obligation using rating scales etc (e.g. Rousseau, 1990, De
Vos et al., 2009 etc.). However, a number of scholars have questioned the merits of this
approach (e.g. Freese & Schalk, 2008; Herriot et al, 1997) as it may run counter to dynamics
of psychological contract theory. We believe that elicitation rather than presentation of
content dimensions (i.e. presenting the dimensions to the participant as opposed to eliciting
them from him) is a more methodologically appropriate technique as it captures the
subjective and idiosyncratic nature of psychological contracts. We argue that the repertory
grid is an effective way of measuring each obligation across the seven features outlined for
two reasons. Firstly, each feature is, in itself, a construct as it is bi-polar. A construct is
different from a concept in that it always has a specific opposite (Kelly, 1955, Jankowicz,
2003). Certainly, a construct can have different vantage points. For example, ‘uniqueness’
could be operationalised as ‘unique to me’ ‘unique to the organisation’ or ‘unique to
coworkers’ etc. The context of each feature (i.e. the opposite) is explicated in the repertory
grid used. The repertory grid is specifically designed to measure an element (e.g. employee
obligation) in terms of a specific construct (i.e. Fair/ Not Fair). Secondly, the measurement

process is clear and efficient and facilitates ease of participation for respondents.

1.6 Theoretical Approach

Our study is adopting a socio-cognitive, specifically ‘schema theory’, approach to
understanding the formation of the psychological contract. The antecedents of psychological
contracts are activated to a large extent through pre- employment experiences, recruiting
practices and in early on the job socialization (Rousseau, 2001). We have also outlined how
individual factors also play a crucial role in shaping the landscape of the psychological
contract. Drawing on both these perspectives, Rousseau (1995, 2001) has advanced a
‘schema theory’ of psychological contract formation. A ‘schema’ is the cognitive
organization or mental model of conceptually related elements. A schema is often referred to
as a ‘mental map’ of how a person understands the world (Horowitz, 1988; Stein, 1992). At
its outset, new recruits are likely to have limited or incomplete information regarding the
nature of their employment relationship. The concept of schema helps us understand how

psychological contracts can form and function when incomplete information exists regarding
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the other party’s intentions or expectations (Crocker et al., 1984). Schemata are likely to
provide important cues for new hires regarding how to deal with lack of detailed information
related to their role and their broader relationship with the employer. Considering
psychological contracts are a form of schema, research on schema or mental models can
provide a general framework to advance our understanding of contract formation (Rousseau,
2001).

Within the context of the psychological contract, schema theory has been incorporated
into a limited number of empirical studies (e.g. De Vos et al., 2009). Indeed, Hodgkinson &
Healey (2008) assert that the schematic properties of the psychological contract have yet to
be validated empirically. Our study uses schema theory to explain the formation of the
psychological contract. As has been outlined, individual factors influence schema
development. The three individual antecedents explained above (careerism, exchange type
and experience) are presumed to influence the participants’ respective schemata by impacting
on how contract- related information is sought and interpreted. For example, the schema of
novices is expected to be different to those of veterans. The effect that these three factors
have on the schema itself will be illustrated in the contrasting content dimensions elicited
from the participants and also how the relationship between these obligations is understood
across a number of different features. Rousseau (2001) argues that the lack of empirical
research on the psychological contract from a schema theory perspective is an area that needs
to be addressed considering the prominence of the socio-cognitive approach in the literature.
Thus, our study attempts to explore in more detail the relationship between psychological

contract and schema.

1.7 Summary

This research investigates the formation of the psychological contract. To date, the literature
in this field has largely ignored the formation process. However, recent efforts have
attempted to address this imbalance (e.g. De Vos et al., 2009; Tomprou & Nikolaou, 2011
etc.). Our study aims to add to the growing body of research on contract creation. Firstly, our
study examines the psychological contract at the post- induction episode. We believe this is
the first study to specifically assess the contract at this stage in the creation process.
Following the induction, the organisational entrant has gained a more realistic understanding

of their new job. We argue that this episode of the formation process merits further study as
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the newcomer is now well positioned to reflect on his upcoming employment relationship.
The induction period is a crucial phase for the new employee (Louis, 1980) and within the
context of the psychological contract we believe it plays an important role in the formation
process.

The study proceeds in two distinct, but overlapping stages. Stage A examines the
relationship between three individual factors (i.e. careerism, type of exchange, experience)
and the content of the psychological contract. These three antecedents are believed to
influence the content dimensions of the contract itself. While ‘careerism’ has been
investigated in previous psychological contract studies (e.g. Rousseau, 1990; De Vos et al.,
2009) ‘type of exchange’ and ‘experience’ are not commonplace in empirical psychological
contract research. We believe it is important to broaden the range of individual antecedents
considered relevant to the psychological contract given the idiosyncratic and subjective
nature of the concept itself. We contend that these antecedents have significant explanatory
power in understanding the formation of the contract. The fact that the content dimensions in
our study are elicited from the participant is somewhat of a departure from previous studies
where the presentation technique appears to be the preferred method of choice. This will
allow for a comparison between our study and previous research and will also facilitate a

discussion on the merits of both techniques.

Stage B examines the content of the psychological contract in more detail along the
seven features outlined above. To date, research on the content dimensions has been
somewhat limited in that the vast majority of studies only examine contract obligations in a
very restrictive way. To our knowledge, this approach has not been previously employed.
This technique is to be welcomed as it allows us to assess the content of the psychological
contract in an innovative way which will lead to a better appreciation of the dynamics of
these dimensions. This approach also enables us to evaluate the interplay between the
different obligations, something which has been lacking in psychological contract research to
date (Conway & Briner, 2005). Again, we firmly believe that this aspect of our study is
merited as it will allow us to have a better understanding of the reciprocal obligations at the

heart of the employment relationship.

At this juncture in psychological contract research, there is a need for better
integration of theory and method. To date, the schematic properties of the psychological
contract have received limited attention from researchers. As has been noted, they have yet to
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be empirically confirmed. In this research, we conceptualise the psychological contract at the
individual level. From our perspective, it exists in the mind of the employee. Therefore, a
socio-cognitive approach to our study is merited. We aim to advance our understanding of the
‘psychological contract as schema’ (Rousseau, 2001). While this is a difficult task, we
believe that the repertory grid is an effective means of representing this schema, as the grid
that the technique elicits can, at one level, be thought of as a cognitive map charting a

particular aspect of a person’s world (Easterby- Smith, 1996).

Overall, we believe our research advances our understanding of the psychological
contract by assessing the significance of two ‘new’ antecedents in the formation process and
by investigating the relationship between the different content dimensions of the contract
itself. Considering the limited knowledge we have of both these lines of enquiry, we believe

our study is warranted.

1.8 Outline of remainder of Thesis

The remainder of this thesis is presented as follows: Chapter 2 outlines the definitional
complexities of the psychological contract. It discusses the key components of psychological
contract theory most relevant to our study and also positions the psychological contract
within a number of established research traditions: ‘economic perspective’; ‘social
perspective’; and ‘socio- cognitive perspective’. The justification for adopting a socio-
cognitive perspective is also outlined. Chapter 3 documents the antecedents of the
psychological contract. The social and organisational antecedents are discussed but there is a
particular focus on antecedents at the individual level. We explain why we are focusing on
the three antecedents described above. The ‘features’ of the content dimensions also
described above are discussed. The key propositions in our study are also outlined. Chapter 4
describes the methodology we have employed to investigate our research questions. We
explain our research design, the measures used and procedure followed. The pilot study from
which the features explored in this study were elicited is also outlined. We also defend our
analytic choices in relation to the data. Chapter 5 contains the results of our study in respect
to both research questions and the propositions relating to these questions. Chapter 6
discusses the results in view of these propositions and within the broader context of the extant

literature. Finally, Chapter 7 contains our concluding remarks and the study is assessed in
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relation to its theoretical, methodological and practical implications. The limitations of the

study and opportunities for future research are also assessed in this chapter.
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Chapter 2: Defining and Positioning the Psychological Contract

2.1 Introduction

In this chapter we examine the key definitional and theoretical contributions to our
understanding of the psychological contract. Much of this work reveals that the construct has
been operationalised and assessed in distinct ways. Therefore, the aim of this chapter is to
illustrate how each approach has added to our understanding of the psychological contract
itself. There are three sections in this chapter. In the first section, the psychological contract is
introduced as a construct relevant for understanding and explaining the employment
relationship. A number of major definitions of the psychological contract are discussed and
competing operationalisations of the theory are explored. An overview of how the
psychological contract is “‘understood’ for this study is outlined. In the second section, we
discuss two distinct facets of the psychological contract which we consider to be the most
relevant to this study, namely ‘content’ and ‘features’. These features are integral to our
comprehension of psychological contract theory (Rousseau & Tijoriwala, 1998). In the third
section, we explore the various theoretical perspectives that have been used to advance our
understanding of the psychological contract. We discuss the merits of the socio- cognitive
approach- specifically ‘schema theory’ to explain the dynamics of the contract in the context
of our study.

2.2 Section 1

This section discusses the key literature in relation to the operationalisation of the

psychological contract.
2.2.1 Employment Contracts

Contracts are inherent in every organization. They imply consensus and cooperation, but
often engender dispute and disagreement (Rousseau & McLean Parks, 1993). The
employment contract is basic to organisational membership in that it constitutes a
fundamental characteristic of employment relationships- the establishment of an exchange of
promises and contributions between two parties; employer and employee (Millward &
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Brewerton, 2000; Rousseau, 1989). In her seminal book, Rousseau (1995; 2-3) defines an

employment contract as:

‘an exchange agreement between an employee and an employer. The contract may
include written terms, orally communicated terms, as well as other expressions of

commitment and future intent’ (Rousseau, 1995).

Each party seeks to satisfy its needs and wants by trading something of value to the other:
employers exchange inducements to employees in return for their contributions. The notion
of contracts encompasses the salient features of employment relations, including how work is
organized, governed, evaluated and rewarded (Kallenberg & Reve, 1996). Within the
overarching framework of an employment contract, one must consider the different types of
(sub) -contracts that can exist. A ‘psychological contract’ must not be confused with either an
‘implied’ contract or a ‘normative’ contract. Implied contracts are a third party’s
interpretation of an exchange agreement involving others (Rousseau, 1989). Normative
contracts are those in which members of a social unit, such as a department or team, share a
common set of psychological contracts with another party, such as a supervisor or a firm, as
described by Nicholson and Johns (1985). Of course, the legal contract to which both parties
are bound plays an important role in explicating certain terms of the employment relationship
(Shore & Tetrick, 1994). This will be further discussed in a later chapter. The qualifying
adjective before the term ‘contract’ must be specified to assure mutuality of understanding

(Rousseau, 1998).

Rousseau’s (1995) definition of employment contracts indicates that contracts in
organisations are fundamentally mixed-level phenomena: constructions created of individual
cognitions and organisational context (Rousseau & McLean Parks, 1993). Contracts can both
create the contexts of work and be shaped by them. Certainly, the organisational context in
which the contract exists will have a profound impact on its dynamics (Rousseau & McLean
Parks, 1993). Whilst the employment contract can be viewed from many perspectives (e.g.
economic, organizational, legal etc) none of these provide a full understanding of the
complexities of work agreements (Millward & Brewerton, 2000). In this study, we focus on
what has been termed the organisational, social and psychological meaning of contracts
(Rousseau, 1995)
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2.2.2 Overview of Existing Definitions of the Psychological Contract.

As is the case with other concepts in organisational behaviour, diversity in opinions and
competing theories and models of the psychological contract exist (Rousseau, 1998, 2009).
However, MacNeil (1985) considers all contracts as fundamentally psychological since all
agreements between people are subject to interpretation. Subjectivity concerns the way the
employment contract is interpreted, understood and enacted on a daily basis as employees
interface with their workplace (Millward & Brewerton, 2000). The assumption of subjectivity
is central in all definitions of the psychological contract. An examination of these early
definitions of the concept illustrates these contrasting conceptualisations.

Argyris (1960) first used the term ‘psychological contract’. Levinson et al.,(1962),
Schein (1965; 1980) and Rousseau (1989; 1995) have further developed it. Argyris (1960)
used the construct of psychological contracts to describe the relationship between employee
and organisation and the subsequent effect each party has on the other. He was the first to
undertake a practical study of the subjective aspects of contracts. He used the term
‘psychological work contract’ (p.96) in reference to the relationship between factory

employees and their foremen:

‘The psychological work contract simplifies the employee-foreman relationship. Since
the foremen realize the employees will produce optimally under passive leadership,
and since the employees agree, a relationship may be hypothesized to evolve between
the employees and the foremen which might be called the psychological work
contract’ (Argyris, 1960).

He characterizes it as an implicit, unwritten understanding between two parties to respect
each other’s norms. As Rousseau (2009) notes, the emphasis on informal, high quality
relationships reflected the humanistic sensibilities of prominent management thinkers of the
era, notably Douglas MacGregor (1960). Consequently, Levinson et al., (1962. p21)

developed this idea of a ‘psychological work contract’ by defining it as:

‘a series of mutual expectations of which the parties to the relationship may not
themselves be even dimly aware but which nonetheless govern their relationship to
each other’ (Levinson et al.,1962).

They argue that the mutuality of both parties’ expectations must be understood in line

with the way the contract is affirmed or changed in the day to day interactions within the
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organization. They suggest that these implicit expectations are influenced by both individual
(e.g. personality) and organisational variables. Both of these factors will be discussed in the

next chapter.

Schein’s (1965, 1980) definition of the psychological contract is heavily based on the
work of his predecessors, Argyris (1960) and Levinson et al., (1962). His perspective is

centred on the mutual expectations individuals and organizations have of each other:

‘The notion of a psychological contract implies that there is a set of expectations
operating at all times between every member of an organization and the various
managers and others in that organization’ (Schein, 1980: 22).

Schein (1980) focuses on the interaction between the individual and organization and
on the importance of matching both parties’ expectations. The organization expects the
employee to implicitly accept its authority upon joining. However, the employer’s failure to
uphold their side of their agreement endangers the organization’s functioning by undermining
employees’ willingness to accept the employer’s authority (Rousseau, 2009). Schein (1965,
1980) and Kotter (1973) stress the dynamic nature of the psychological contract indicating
that the extent to which the contract changes, is determined by both parties willingness to
uphold the agreement.

Certainly, the first three decades of psychological contract research saw the concept
itself being used as a heuristic (rather than a scientific construct) to describe implicit aspects
of the employment exchange (Millward & Brewerton, 2000). However, not all scholars
within the psychological contract field universally agree on the concept’s definition. Some
authors focus more on the dynamic ‘interaction’ between employee and organisation (Guest,
1998; Herriot et al., 1997) and their definition of the psychological contract is based on this
interaction. As we have mentioned, this perspective echoes the outlook shared by the likes of
Levinson (1962) and Schein (1965, 1980). For example, Guest (1998a: p.650) argues that

...(t)he psychological contract is concerned with the interaction between one specific
and another nebulous party. The contract resides in the interaction rather than in the
individual or in the organization. It cannot be found exclusively either in the subject
or in the object of the interaction (Guest, 1998a).
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Indeed Guest (1998a; 1998b) highlights the confusion surrounding definitions of the

psychological contract. An examination of the literature reveals how loosely defined the

psychological contract appears to be. Table 2.1 (based on the work of Guest, 1998) illustrates

some prominent definitions of the construct:

Table 2.1: Overview of Existing Definitions of the Psychological Contract

Author Definition Focus
Levinson ‘a series of mutual expectations of which the parties to the Expectations
(1962) relationship may not themselves be even dimly aware but

which nonetheless govern their relationship to each other’.
Schein ‘A set of unwritten reciprocal expectations between an Expectations
(1978) individual employee and the organization’.
Kotter ‘An implicit contract between an individual and his Expectations
(1973) organization which specifies what each expect to give and

receive from each other in their relationship’.
Herriot & “The perceptions of both parties to the employment Obligations
Pemberton | relationship, organization and individual, of the obligations
(1995b) implied in the relationship. Psychological contracting is the

process whereby these perceptions are arrived at’.
Rousseau An individual’s belief regarding the terms and conditions of a | Promises;
(1989) reciprocal exchange agreement between the focal person and | Obligations

another party. A psychological contract emerges when one

party believes that a promise of future returns has been made,

a contribution has been given and thus, an obligation has been

created to provide future benefits’.
Guest “The psychological contract is concerned with the interaction | Interaction
(1998a) between one specific and another nebulous party. The contract

resides in the interaction rather than in the individual or in the
organization. It cannot be found exclusively either in the
subject or in the object of the interaction’.

If we examine the words underlined in Table 2.1 above it is clear that the psychological

contract has been conceptualised in different ways by various authors. Both Schein (1965,
1980), Guest (1998) and Herriott & Pemberton (1995) emphasise the exchange between both

parties suggesting the psychological contract exists on a shared level between employee and

employer. Again, they argue that the psychological contract is found in this interaction.

However, in the last twenty years there has been a definite shift towards defining the concept

at the individual level. This change has profoundly affected how the psychological contract is

measured and analysed.
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2.2.3 Rousseau’s (1989) Conceptualisation

Since the 1990’s, the psychological contract has acquired construct status. This empirical and
conceptual transition was initiated by the seminal work of Rousseau (1989; 1995). Rousseau
(1989; p.123) introduced a more narrow definition of the psychological contract. She
conceptualises the psychological contract at the individual level (an individual employee or

an agent representing the organization):

‘The psychological contract is an individual’s belief in the terms and conditions of a
reciprocal exchange agreement between the focal person and another party. A
psychological contract emerges when one party believes that a promise of future
returns has been made, a contribution has been given and thus, an obligation has
been created to provide future benefits’ (Rousseau, 1989).

The definition presumes five basic assumptions (Rousseau, 1989; 1995).

1. The psychological contract is a subjective perception. It is a mental model of the
employment relationship, consisting of an individual’s beliefs in the existence of an exchange
agreement. This belief is unilateral, held by a particular individual and it does not constrain
those of any other parties to the relationship. Thus, a psychological contract is idiosyncratic
and unique to each individual (Ho, 1999; McLean Parks et al., 1998; Robinson, 1996;
Rousseau, 1989; 1995; Schalk & Freese, 1997). It is a perceptual cognition.

2. The psychological contract contains an individual’s beliefs regarding the mutual
obligations of both parties to the relationship. However, the agreed terms each party
understands do not have to be mutual. Different parties can have different interpretations of
terms (emphasising ‘subjective perception’). Essential to the existence of a psychological
contract, however, is that in each individual’s psychological contract there is a perception of
reciprocity and mutuality. Real mutuality is not a necessary condition (Coyle-Shapiro &
Kessler, 1998; Rousseau, 1995; 2001b).

3. Beliefs entailed in an individual’s psychological contract result from perceived promises.
Beliefs formed in the context of a psychological contract entail a special subset of
expectations based on one party conveying a promise to another. The perceiver is conceived
as an active constructor of reality. Beliefs become contractual when the individual believes
that he or she owes the other party certain contributions (e.g. hard work, loyalty, sacrifices) in

return for certain inducements (e.g. high pay, job security, promotion).
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4. Certain factors promote the individual’s belief that a contract exists: overt promises,
written statements, oral discussions, organizational actions, or observation of treatment
received by other employees. Rousseau (1995) refers to these as administrative and human
contract makers. The organization provides the context within which an individual’s

psychological contract will develop (Rousseau & Greller, 1994).

5. Psychological contracts can be described in terms of their content, evaluation and features
as well as in terms of the processes by which they develop and evolve over time. Researchers
agree that the psychological contract is dynamic in nature and that it develops within the
context of an on-going interaction between the focal individual and his or her employing
organization (Conway & Briner, 2002; Herriot et al., 1998; Schein, 1978; Shore & Tetrick,
1994).

Taking these five assumptions together, we can argue that the proposed basis for this
construct is one party’s belief that a promise has been made and a consideration offered in
exchange, binding the parties to some set of reciprocal obligations. Common examples
include accepting tuition reimbursement in exchange for a commitment to stay with the
employer upon graduation, and accepting a worker’s request for promotion with the

understanding that his or her hours and workload would increase (Rousseau, 2009).

Following Rousseau’s (1989) reconceptualisation, the psychological contract began to
be treated as a construct, generating rapid development in theory- building and empirical
research (Millward & Brewerton, 1999). Most contemporary literature on the psychological
contract (post- 1989) has been based on Rousseau’s (1989) definition (e.g. Shore & Tetrick,
1994; Lester et al., 2002; Kickul, 2001a; 2001b; Schalk & Freese, 1997; Coyle-Shapiro &
Kessler, 1998; Millward & Hopkins, 1998; Turnley & Feldman, 2000; De Vos et al., 2003,
2005, 2009; Tomprou & Nikolaou (2011 etc.). The profound influence of Rousseau’s
reworking of the psychological contract on contemporary research can be accounted for in a
number of ways. Firstly, Rousseau’s considered differentiation of the psychological contract
from related ideas, such as ‘equity’ or ‘expectations’, allowed researchers to start
investigating what appeared to be a fresh concept in management and related disciplines
(Taylor & Tekleab, 2004). Secondly, by remodelling the psychological contract as observable
promises or obligations made it quantifiable and readily researchable through traditional
research methods (Conway & Briner, 2005). Finally, from a broader perspective, Rousseau’s

ideas can be seen as a new means of understanding the contemporary employment
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relationship. As Roehling (1996) notes, Rousseau’s work marked a ‘transition’ from ‘early’
to what we now understand as ‘contemporary’ research on the psychological contract and

played a central role in the reinvigoration of the field.

This shift towards conceptualising the psychological contract as an individual level
construct called attention to the psychological process (cognitive, emotional, and
psychosocial) underlying contract dynamics (Rousseau, 2009). As has been outlined, one
benefit of viewing the construct in terms of individual beliefs is that the psychological
contract became tractable using established research methods for assessment and analysis in
I-O psychology (Rousseau, 2009). However, Schein (1980) argues that to focus on any single
party’s perspective of the contract, whether employee or organization, is unlikely to lead to a
full understanding of its underlying psychodynamics (Taylor & Tekleab, 2004). Further, as
Pearce (1998. P.185) noted in reviewing Rousseau’s (1995) book,

‘by placing the deal so thoroughly in the employee’s mind, she has tended to treat any
differences in perceptions between the organization’s representatives and the

employee as faults of the organization’.

Other prominent researchers (e.g. Herriot & Pemberton 1997; Guest 1998; Guest &
Conway, 2002), have argued that this ‘single beholder’ definition has led its proponents to
say ‘(little) about the contracting process (Guest & Conway, 2002, P.22). Rousseau (2009)
asserts that as individual-level perspectives on the contract have been better understood in the
post-1989 era, recently, interest is returning to the contract’s bilateral dynamics. For example,
Dabos & Rousseau (2004a) examined the interplay of employee-employer obligations in
terms of both mutuality (their agreement on one party’s obligations) and reciprocity (their
agreement on their contingent obligations). This is clearly a return to the concept’s origins in
the interplay of obligations between worker and employer. Nonetheless, despite some recent
attempts to revert to early considerations of the concept, the majority of research in the last
twenty years has followed the Rousseau (1989) reconceptualisation. A wave of empirical
research has been published on the psychological contract suggesting that we have now
reached a more mature phase in the development of the concept (Conway & Briner, 2005)
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2.2.4 ‘Obligations’ ‘Promises’ or ‘Expectations’

As has already been mentioned, the definitional confusion is one of the major stumbling
blocks in psychological contract research. Table 2.1 focuses on the definitions used in the
research of prominent psychological contract scholars. It is clear from this table that the
psychological contract may be about ‘expectations’, ‘promises’ or ‘obligations’. As Conway
& Briner, (2005) note, obligations, promises and expectations imply different levels of
psychological engagement. Similarly, in keeping with the theoretical assumptions proposed
by Rousseau (1989, 1995), Robinson (1996) argues that promise-based beliefs entailed in the
psychological contract have to be differentiated from mere expectations individuals have
regarding the employment relationship. For example, failure to meet expectations is of a
rather different order than failure to meet obligations (Guest, 1998a). The differences
between these concepts are not widely discussed in the literature on psychological contracts.
This perhaps reflects the field’s apparent apathy for definitional clarity and precision. The
confusing treatment the concept of a psychological contract and related terms receives
suggests the definitional boundaries require reinforcement. As Rousseau (1998) asserts there
is a danger that it could become a ‘pop’ concept, used to describe phenomena for which it is

wholly unsuitable, thus losing its analytic rigour.

While all definitions of the psychological contract discussed in the previous sub-
section use the term “beliefs” or “perceptions” to stress the perceptual nature of the construct,
there is disagreement as to whether these beliefs refer to promises, obligations or
expectations. Taylor & Tekleab (2004) point to a clear distinction in conceptualisation
between ‘pre’ and ‘post’ Rousseau (1989) psychological contract research. Early researchers
on the psychological contract such as Levinson et al, (1962) argued that the psychological
contract was based predominantly on ‘expectations’. However, a definite shift towards
‘obligations’ rather than ‘expectations’ characterised Rousseau’s research. ‘Obligations’,
actions to which the individual or employer is bound, is a core concept in psychological
contract theory and research, with longstanding relevance to exchange and employment
research (Blau, 1964). Rousseau (1998) argues that although obligations are a form of
expectation, not all expectations held by a person need to be promissory or entail a belief in
mutuality or reciprocity. According to Robinson & Rousseau (1994), the psychological
contract is different from mere expectations since the psychological contract, unlike
expectations, entails a belief in what the employer is obligated to provide, based on perceived

promises about reciprocal exchange. By definition, a psychological contract must be founded
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upon a belief that a reciprocal exchange exists which is mutually understood. This research
has introduced significant changes into the very essence of the psychological contract concept
as a foundation for the employment relationship. Rousseau (1995) argues that the
‘obligations’ terminology more clearly conveys that the terms of the contract are not solely
shaped by the beliefs, values, imagination, and desires of one party, as typically tends to be
the case with one’s expectations, but instead are influenced, at least in part, by the actions-
promises- of the other party (Taylor & Tekleab, 2004). Expectations may develop into
contract terms, but not all expectations are included in the psychological contract (Rousseau,
2009).

The centrality of the promissory element in psychological contract theory must not be
ignored. Upon examination of the five assumptions within psychological contract theory
outlined earlier, it is clear that the beliefs entailed within a psychological contract stem from
‘perceived promises’. Rousseau & McLean Parks (1993) stress that while all promises
involve expectations, expectations do not necessarily involve a promissory element. This
means that only those employee expectations that arise from perceived implicit or explicit
promises lie in the conceptualization of the psychological contract. Morrison & Robinson
(1997) stress that only those perceived obligations that are accompanied by the belief that a
promise has been conveyed fall within the psychological contract. This suggests that
measurements of an employee’s expectations about inducements and contributions or an
employee’s perceptions of what he or she should receive and contribute, without reference to
perceived promises, are not considered as accurate operationalisations of the psychological
contract. Thus, only a subset of expectations is likely to constitute part of a worker’s

psychological contract.

However, in a study of both the employee and employer sides of the psychological
contract in terms of expectations, obligations and promises it was found that obligation
correlations were more similar to promise correlations than to correlations involving
expectations, suggesting that promises give rise to obligations more often than expectations
do (Roehling, 2008). The same study also found that obligation fulfilment explained more
variance in satisfaction, trust, and turnover intentions than did expectation measures
(Roehling, 2008). Furthermore, ‘Rousseau & Tijoriwala (1998) refer to two studies
(Robinson et al., 1994; Robinson, 1996) as providing empirical evidence that the assessment
of contract terms as promised-based obligations, yields higher predictability of various

attitudinal and behavioural outcomes than does their assessment as expectations’ (Taylor &
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Tekleab, 2004, P.316). This suggests that obligations rather than expectations may be the

more powerful measure of contract terms.

In general, much progress has been made in psychological contract research in
relation to its founding principles. However, the key differences between ‘expectations’,
‘promises’ and ‘obligations’ and how they relate to the psychological contract require further
attention. While the results of the Robinson (1994) and Robinson et al., (1996) studies lend
compelling evidence to the Rousseau (post 1989) argument of a ‘promise- based obligations’
psychological contract, much more study is needed to determine whether they are the better
measure of the concept itself. While we acknowledge the uncertainty surrounding the most
effective operationalisation of the psychological contract, our study incorporates the post

Rousseau (1989) conceptualisation.

2.2.5 Summary

While the discussion on the conceptualisation of the psychological contract continues within
contemporary psychological contract literature, Roehling (2008) argue that both approaches
(at the level of the individual and at the level of the interaction) are closely linked because
both deal with the subjective nature of the employment relationship. However, Rousseau
(2009) notes how a researcher operationalises a construct can impact their findings. While
incorporating the ‘interaction’ perspective in a study may capture or represent more
‘objective’ work realities, it remains extremely difficult to investigate empirically (Anderson
& Schalk, 1998, Millward & Brewerton, 2000). Accordingly, for this study we will be
conceptualising the psychological contract at the level of the individual. In line with the
majority of contemporary scholars in the field, we support the argument introduced by
Rousseau (1989) that the most significant aspect of the psychological contract is the
individual’s perception of the terms of his or her employment relationship. It is the meaning
the individual attributes to the employment relationship that is the central focus of the
psychological contract (Rousseau, 1995, 2001). Therefore, we conceive the psychological
contract as a cognitive-perceptual entity, or a mental model. The idea of the psychological
contract as a mental model is discussed in the next section. As to what this model represents,
one must examine the literature. As has been discussed, there is considerable debate in
relation to what constitutes the central concern of psychological contract theory. Broadly

speaking, the promissory element is a crucial component of the psychological contract. As
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Morrison & Robinson (1997) assert, only obligations arising from implicit or explicit
promises are part of psychological contracts. This supports the Rousseau (1989)
conceptualisation of the psychological contract as consisting of promissory-based obligations.
This is far more specific than the vague expectation- focused definitions of early research and

this departure is what sets her conceptualisation apart (Roehling, 1996).

The working definition we are using in this thesis strongly supports the Rousseau
(1989) reworking of the psychological contract. It emphasises the subjective nature of the

psychological contract and concerns promise-based obligations:

‘The term ‘psychological contract’ refers to an individual’s beliefs regarding the
promise-based obligations that constitute an exchange agreement between that

individual and another party’.

This definition specifically clarifies our understanding of the psychological contract. In the
context of this study, the psychological resides at the individual level, and is a subjective
perception of the promised based obligations upon which an agreement with another party
has been established. From here on, this definition will serve as the starting point in our

research.

2.3 Section 2

Having discussed the key debates surrounding the definition of the psychological contract in
thus far, the next section examines the specifics of the ‘content’ and ‘features’ of the

psychological contract.

2.3.1 Introduction to the Content of the Psychological Contract

The content of the psychological contract refers to the concrete terms that constitute the
perceived exchange relationship (Rousseau & Tijoriwala, 1998). It encompasses an
employee’s perception of the contributions he or she feels obligated to make to the
organisation and the inducements he or she believes the organization is obligated to provide
in return (reciprocity). It is important to note that the content of the psychological contract is

not what employees actually give them and get from their employer, but rather the content is
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the implicit and explicit promises around this exchange (Conway & Briner, 2005). The
definitions outlined earlier, illustrate the different types of information that can exist within
the content of the psychological contract. Firstly, there is the information that relates to
‘what’ is exchanged. Simply put, what specific things does each party to the psychological
contract promise to offer the other? Secondly, the information that relates to how such an
exchange will take place. In essence, what are the precise linkages between what the
employee offers and what the organisation offers? The majority of research examining the
content of the psychological contract tends to emphasise only the first type of information
(Conway & Briner, 2005). Assessing the reciprocal obligations as independent entities
without investigating how each group relate to the other has been a significant limitation in
empirical studies of the content of the psychological contract to date. We believe our study
can help address this shortcoming in the theory by closely examining specific links between

both parties’ obligations.

2.3.2 The Content of the Psychological Contract

‘Reciprocity’ refers to the idea of the employee making some kind of contribution to the
organisation ‘in return’ for something back. The issue of reciprocity is fundamental because,
if the assumption of reciprocity is not valid, it then becomes difficult to continue to regard the
psychological contract as a ‘contract’ (Conway & Briner, 2005). In strict accordance with our
working definition, employee contributions are part of the content of the psychological
contract if and only if the employee believes that such a contribution obligates the
organisation to fulfil a promise it has made. Similarly, organisational inducements are part of
the content of the psychological contract if and only if they are given in return for an
employee contribution. Therefore, any study that exclusively examines the obligations of one
party without reference to the obligations of the other party is invalid as it runs counter to this
idea of ‘reciprocity’, which, as explained, is a fundamental aspect of psychological contract
theory (Freese & Schalk, 2008). While most studies focus on perceived employer
inducements, only a very small number of studies also consider perceived employee
contributions (e.g. Robinson et al., 1994; Herriot, Manning & Kidd, 1997; Coyle-Shapiro &
Kessler, 1998, 2000; De Vos et al., 2009 etc.). As has been explained, this is a recurring flaw
in psychological contract research. Our study attempts to address this imbalance by
incorporating the obligations of both parties.
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Theoretically, the psychological contract could potentially contain thousands of items.
Empirically, researchers have restricted their investigations of the content of the
psychological contract to a limited subset for which they have developed scales that can be
used as more stable, generalisable measures of discrete contract terms across populations or
over time (Freese & Schalk, 2008). However, no generally agreed-upon scales have been
developed to measure psychological contract content. In general, what we actually know
about the content of psychological contracts appears to be highly contingent by the known
limitations of the method employed. This issue will be further discussed in a later chapter.

In a seminal study investigating the psychological contract from an empirical
perspective, Rousseau (1990) based her selection of employer inducements and employee
contributions on interviews with managers about the kinds of commitments they sought from
new hires during the selection process and the promises their firms in turn made to these new
hires. Employer obligations that emanated from these interviews included ‘promotion’, ‘high
pay’, ‘pay based on current level of performance’, ‘training’, ‘long-term job security’, ‘career
development’, and ‘support with personal problems’. Employee obligations included
‘working extra hours’, ‘loyalty’, “volunteering to do non-required tasks on the job’, ‘advance
notice if taking a job elsewhere’, ‘willingness to accept a transfer’, ‘refusal to support the
employer’s competitors’, ‘protection of proprietary information’, and ‘spending a minimum
of two years in the organization’. In specifying the range of content elements of the
psychological contract, many researchers employ the elements originally outlined by
Rousseau (1990). However, most scholars have added items to the original list, or have
changed the wording of some items, thereby making comparisons between studies difficult
(e.g. Coyle-Shapiro & Kessler, 2000; Freese & Schalk, 1999; Kickul, 2001a, 2001b).

Herriot et al. (1997) conducted an extensive study on the content of the psychological
contract using the critical incident technique. They explored the perspectives of both
employers and employees representing a cross-section of the working population in Britain.
Managers were used to represent the employer perspective. They asked both groups of
respondents to outline occasions or incidents where they felt the organization or the employee
had fallen short of or had exceeded their expectations. This allowed for a richer and fuller
elicitation of elements (and thus removing the limitations of responding to set criteria). The
incidents reported were clustered together using a thematic content analysis. This analysis
resulted in seven categories of employer obligations and twelve categories of employee

obligations that were mentioned by both groups of respondents. Unfortunately, the results of
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this study have not been used as a basis to develop scales in subsequent studies on
psychological contracts. What is important to note about this study, however, is that Herriot
et al. (1997) focus on perceived deviations from what each party might reasonably expect
from the other, without reference to promises. Furthermore, Conway (1999) has argued that
their study might be assessing the content of violations of the psychological contract, rather
than merely the content of the psychological contract. Conway (1999) emphasises the
importance of this difference because certain obligations that are considered part of an
employee’s psychological contract might be overlooked or under-represented because they
are infrequently violated or exceeded. While these two studies have made a positive
contribution to the literature, there is a great need for more empirical research to assess the

content of the psychological contract.

2.3.3 Measuring Psychological Contract Content

Freese & Schalk (2008) in a review of different approaches to psychological contract
measurement, decry the fact that in a number of studies it remains unclear as to why certain
items were added or omitted from existing measurement tools (i.e. questionnaires). Although
there is diversity in the content elements of the psychological contract being measured in
empirical studies, based on the review of the literature one can determine a limited number of
content areas of psychological contract terms that are prevalent in several studies. Some
authors have used these content areas to develop subscales of the psychological contract,
thereby creating a multidimensional psychological contract measure (e.g. Coyle-Shapiro &
Kessler, 1998; 2000c; Psycones, 2005; Ho, 1999; Kickul, 2001a; Schalk et al., 1995 etc.).
Others have collapsed items referring to different content dimensions in to one
unidimensional psychological contract measure (e.g. Coyle- Shapiro, 2001a; 2001b; Coyle-
Shapiro & Kessler, 2002; Guest & Conway, 2000; Schalk & Huiskamp, 2001; Kickul,
2001b), or have conducted analyses using single items instead of scales (e.g. Robinson et al.,
1994; Thomas & Anderson, 1998).

Table 2.2 below outlines content dimensions relating to employer obligations used in
existing psychological contract research i.e. (1) job content, (2) career development and
training (3) social aspects, (4) personal support, and (5) rewards. While the list is not
exhaustive, it does chart some of the more important studies that have focused on the content

of the psychological contract.
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Table 2.2: Content Dimensions of the Psychological Contract used in Research: Employer

Obligations

DIMENSION

DESCRIPTION

REFERENCES

Job Content

To provide challenging,
varied and
interesting work

De Vos et al.,(2009); Coyle-Shapiro (2001a;
2001b); Coyle-Shapiro & Kessler (2002);
Freese & Schalk (1996; 1999); Guest &
Conway (2002); Herriot et al. (1997); Ho
(1999); Schalk & Huiskamp (2001); Kickul
(2001a; 2001b); Schalk et al. (1995).

Career
Development
And Training

To provide opportunities
for promotion and
development within the
organization or field of
work

De Vos et al.,(2009); Coyle-Shapiro (2001a;
2001b); Coyle-Shapiro & Kessler (1998; 2000a;
2000b; 2000c; 2002); Freese & Schalk (1996);
Guest & Conway (2002); Herriot et al. (1997);
Ho (1999); Schalk & Huiskamp (2001); Kickul
(2001a; 2001b); Robinson (1996); Robinson &
Morrison (1995); Robinson et al. (1994);
Rousseau (1990); Schalk et al. (1995); Shore &
Barksdale (1998); Thomas & Anderson (1998).

Social Aspects

To provide a pleasant
and cooperative work
Environment

De Vos et al.,(2009); Freese & Schalk (1996);
Guest & Conway (2002); Herriot et al. (1997);
Schalk & Huiskamp (2001); Schalk et al.
(1995); Thomas & Anderson (1998).

Personal To provide supportand | De Vos et al.,(2009); Coyle-Shapiro (2001a;
Support understanding for the 2001Db); Coyle-Shapiro & Kessler (2002);
individual’s personal Herriot et al. (1997); Ho (1999);
needs and situation Kickul (2001a; 2001b); Robinson et al. (1994);
Rousseau (1990); Shore & Barksdale (1998);
Thomas & Anderson (1998).
Rewards To provide appropriate De Vos et al.,(2009); Coyle-Shapiro (2001a;

benefits and financial
Rewards

2001b); Coyle-Shapiro &Kessler (1998; 2000a;
2000b; 2000c; 2002); Freese & Schalk (1996);
Guest & Conway (1997); Herriot et al. (1997);
Schalk & Huiskamp (2001); Kickul (2001a;
2001b); Robinson (1996); Robinson &
Morrison (1995); Robinson et al. (1994);
Rousseau (1990); Schalk et al. (1995); Shore &
Barksdale (1998); Thomas & Anderson (1998)

Surprisingly, given the definitional boundaries imposed by the concept itself, the content

dimensions of employee obligations have received far less attention within the psychological

contract literature. This is quite significant since the perceived reciprocity between employer

and employee obligations is a central characteristic in prevailing definitions of the
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psychological contract (Rousseau, 1995). Notable studies that have measured both the

employer and employee perceived obligations include: De Vos et al., (2009), Coyle-Shapiro
(2001a; Coyle-Shapiro & Kessler, 1998; 2000a; 2000b), Freese & Schalk (1996; Schalk et
al., 1995), Herriot et al. (1997), Schalk & Huiskamp (2001); Robinson et al. (1994),
Rousseau (1990) and Shore & Barksdale (1998). A minority of authors have only focused on
the employee side (e.g. Lewis-McLear & Taylor, 1998; Tinsley & Lee, 1999). Table 2.3

summarizes the major content areas of employee obligations that have been used in existing

research, i.e. (1) job performance, (2) extra-role behaviour; (3) flexibility, (4) loyalty, and (5)

ethics.

Table 2.3: Content Dimensions of the Psychological Contract used in Research: Employee

Obligations:
DIMENSION | DESCRIPTION REFERENCES
Job To deliver good work in | De Vos et al.,(2009); Coyle-Shapiro (2001a);
performance | terms of quality and Coyle-Shapiro & Kessler (1998; 2000a;
quantity 2000b); Freese & Schalk (1999); Herriot et al.
(1997); Schalk & Huiskamp (2001); Tinsley &
Lee (1999).
Extra-role To be cooperative and to | De Vos et al.,(2009); Coyle-Shapiro (2001a);
behaviour do work exceeding the Coyle-Shapiro & Kessler (1998; 2000a;
formal job description 2000b); Freese & Schalk (1999); Herriot et al.
(1997); Schalk & Huiskamp (2001); Robinson
et al. (1994); Rousseau (1990); Shore &
Barksdale (1998); Tinsley & Lee (1999).
Flexibility To be flexible in order to | De Vos et al.,(2009); Coyle-Shapiro (2001a);
get the job done Coyle-Shapiro & Kessler (1998; 2000a;
2000b); Freese & Schalk (1999); Herriot et al.
(1997); Schalk & Huiskamp (2001); Tinsley &
Lee (1999).
Loyalty To stay with the De Vos et al.,(2009); Freese & Schalk (1999);
organization for a Herriot et al. (1997); Robinson et al. (1994);
minimum period of time | Rousseau (1990); Shore & Barksdale (1998).
Ethics To protect the De Vos et al.,(2009); Freese & Schalk (1999);

organization’s image and
to deal honestly with
resources and properties

Herriot et al. (1997); Schalk & Huiskamp
(2001); Robinson (1996); Robinson et al.
(1994); Rousseau (1990).

The almost exclusive focus upon employer inducements rather than on employee

contributions could be explained by the fact that most studies focus on the relationship

between psychological contract evaluation and outcomes (employee attitudes and behaviours)
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(Guest, 2004). This relationship makes more sense when focusing on the fulfilment of
employer obligations and is in line with other streams of research studying the relationships
between organizational policies and practices and employee outcome variables (e.g.
perceived organisational support, leader-member exchange, high commitment human
resource practices) (Rousseau, 2005). However, given the central feature of reciprocity in
psychological contract definitions, it is important to study the degree to which perceptions of
employee obligations are contingent upon perceived fulfilment of employer obligations
(while it is important to investigate how these perceptions change over time, this is not an
avenue being explored in this thesis) (Arnold, 1996; Coyle-Shapiro, 2000). As Rousseau &
Tijoriwala (1998: 692) note: “central to the workings of psychological contracts is the
interplay between employee and employer obligations, their relative magnitude and
contingent relations”. However, much of the focus of this interplay has generally taken only

one direction: from the employer to the employee.

Rousseau (1990) has examined psychological contract ‘types’ using canonical
correlation analyses between sets of employee obligations and employer obligations. Conway
& Briner (2005) assert that this distinction has ‘dominated’ psychological contract research
over the past fifteen years. She found two types of psychological contracts: A ‘transactional
psychological contract’ (employer obligations of high pay, rapid promotion and performance-
based pay and employee obligations of advance notice, accepting transfers, no competitor
support and protection of proprietary information) and a ‘relational psychological contract’
(employer obligations of training, long-term job security, career development and personal
support and employee obligations of working overtime, loyalty and extra-role behaviour).
The transactional-relational categorization has been used in countless numbers of
psychological contract studies (e.g. Robinson & Rousseau, 1994; Millward & Hopkins, 1998;
De Vos et al. 2009 etc.). However, the question still remains whether transactional and
relational contracts are generalisable across samples and over time (Ten Brink, 2004). For
example, Rousseau (1990) and Rousseau & McLean Parks (1993) argue that relational and
transactional contracts are best considered as being opposite poles of a single continuum
underlying contractual arrangements. However, in relation to measuring psychological
contract content, empirical investigations have shown that content items separate into two
independent factors- relational and transactional (Coyle-Shapiro & Kessler, 2000; Rousseau,
1990). This refutes the ‘continuum’ theory and supports the idea that transactional and

relational contracts should be considered as relatively independent dimensions. However,
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there is recent evidence that suggests the relational/transactional distinction is not clear-cut.
Rousseau’s Psychological Contract Inventory (PCI) (2000) has superseded previous research
in this area. Her measure introduces a third type of psychological contract, referred to as a
‘balanced’ contract. It contains both transactional and relational content items. Rousseau
(2009) suggests that this type of contract broadly reflects a typical employee-employer
relationship. There is also empirical evidence to support this tri- contract distinction (Hui et
al, 2004).

While the distinction between transactional and relational contracts seems reasonable
considering the existence of moderate supporting empirical work, there is also significant
evidence that this distinction is not so acute. For example, certain content items seem to
belong to both transactional and relational contracts, and transactional and relational items
can be exchanged. This suggests that the exchange cannot be easily classified into two
mutually exclusive types of contract. Existing empirical work also tends to be exploratory,
relying heavily on post hoc rationalisation to make sense of findings (Conway & Briner,
2005). The same authors note that while there may be many types or dimensions of

psychological contracts, there is a dearth of empirical work exploring this issue.

2.3.4 Summary of Psychological Contract Content

Research on the content of the psychological contract has largely been concerned with
describing dimensions of the contract. These dimensions represent the potentially infinite
number of items that constitute the contract itself. The primary focus of much of this research
concerns employer obligations. As has been mentioned, to strictly accord with the
definitional boundaries in place, the researcher must incorporate the obligations of both
parties into their measure of psychological contract content. A modest number of researchers
have adhered to this stipulation and even fewer have explored the linkages between both sets
of items. The content of the psychological contract has been examined in relation to a
‘transactional psychological contract’ and a ‘relational psychological contract’. However, it is
quite clear from the literature in this area that considerable doubt exists regarding the
distinction between these types of contract. Currently, the ongoing reciprocal nature of the
content of the psychological contract is insufficiently conceptualised (Conway & Briner,
2005).
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2.3.5 Features of the Psychological Contract

In the previous section we discussed the content facet of the psychological contract. The
second facet considered by Rousseau & Tijoriwala (1998) is the ‘features’ of the
psychological contract. Although it is sometimes difficult to distinguish between
psychological contract content and features, conceptually there is a clear distinction between
both. As defined by Rousseau & McLean Parks (1993) and Rousseau & Tijoriwala (1998),
psychological contract features refer to broad, general characteristics of the employment
relationship without involving perceptions of specific employer and employee obligations.
The perspective on psychological contract features thus captures the properties that underlie
the concrete terms of the contract and which are conceptually independent from the specific
contract terms. In this way they differ from the dimensions of inducements and contributions
defining the content of the psychological contract. Measures of psychological contract
features generally focus upon the characteristics of the psychological contract as they are
perceived by employees and/or employers. For example, Cassar & Briner (2009) emphasise
the socio-economic context as an influence in shaping psychological contract features.
Perhaps the most prominent of all psychological contract features studies is that of Rousseau
& McLean Parks (1993). Based upon prior work by MacNeil (1985), they have detailed five
dimensions that represent underlying features of the psychological contract: 1) stability, 2)
scope, 3) tangibility, 4) focus, and 5) time frame. Sels et al., (2004) empirically confirmed
‘stability’, ‘scope’, ‘tangibility’ and ‘time-frame’ as features while adding two more features
‘exchange symmetry” and ‘contract level’. A brief description of each of these dimensions is

given in Table 2.4
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Table 2.4: Psychological Contract Features (Rousseau & McLean Parks, 1993; Sels et al.,

2004):

FEATURE

DESCRIPTION

CONTINUUM

Stability

The degree to which the
psychological contract is
limited in terms of its ability
to evolve and change without
an implied renegotiating of
the terms.

Static — Dynamic

Scope

The extent to which the
boundary between one’s
employment relationship and
other aspects of one’s life is
seen as permeable.

Narrow — Comprehensive

Tangibility

The degree to which the
individual perceives the
terms of the contract as
unambiguously defined and
explicitly specified, and
clearly observable to third
parties.

Publicly observable —
Subjectively understood

Focus

The relative emphasis of the
psychological contract on
socio-emotional versus
economic concerns.

Economic — socio-emotional

Time frame: duration

The extent to which the
relationship is perceived to
be short-term or long-term.

Close ended — open-ended

Time frame: precision

The extent to which the
duration of the relationship is
seen as finite (defined) or
indefinite (undefined).

Specific duration — indefinite
duration

Exchange Symmetry

The degree to which the
employee perceives the
unequal employment
relationship as acceptable.

Equal - unequal

Contract Level

The degree to which an
employee perceives their
contract to be individually or
collectively regulated.

Individual - collective

These ‘features’ are another means of distinguishing one psychological contract from

another. For example, the ‘stability’ of a transactional psychological contract would be on the

‘static’ end of the continuum while a relational psychological contract would lie on the
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‘dynamic’ end (Rousseau, 2000). Similarly, employees might differ in the extent to which
they accept the level of ‘symmetry’ in their psychological contract. Assessing the nature of
psychological contracts by examining its underlying dimensions offers the potential to study
employment relationships across persons and settings. This approach allows us to understand
a variety of employment relationships due to formal contract characteristics and HR practices
(Sels et al., 2004). Through directly assessing the ways in which psychological contracts are
interpreted along certain features, researchers will be more able to compare psychological
contracts across settings than through assessing specific terms (Cassar & Briner, 2009).
However, we argue that assessing specific terms (content dimensions) across certain features
would also facilitate a comparison of psychological contracts across settings. This approach

is explored in our study.

The previous section examined the relational/ transactional distinction of the
psychological contract as regards psychological contract content. The empirical limitations of
this divide were clearly outlined, resulting in the introduction of the ‘balanced’ contract, a
contract that has both transactional and relational features (Rousseau, 2000). Freese & Schalk
(2008) and Van Den Brande (2002) suggest that the relational/ transactional distinction might
be more useful in advancing our understanding of psychological contract features. As some
content items are just not applicable to some contexts, there may be a need for overarching
dimensions based on features of the contract rather than items. The distinction between
transactional and relational contracts is very similar to Blau’s (1964) notion of economic and
social exchange within organizations. Table 2.5 summarizes the major features of both

psychological contract types:
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Table 2.5: Description of two types of psychological contracts (adapted from MacNeil, 1985;

Millward & Brewerton, 2000; Rousseau, 1995:; Rousseau & McLean Parks, 1993)

TRANSACTIONAL PSYCHOLOGICAL
CONTRACTS

RELATIONAL PSYCHOLOGICAL
CONTRACTS

Short-term monetizable exchanges

Open-ended relationship and time-frame

Specific economic conditions as primary

incentive (wage rate)

Considerable investments by employees and

employers

Limited personal involvement in the job

High degree of mutual interdependence and

barriers to exit

Specified time frame

Whole-person relations

Commitments limited to well-specified

conditions

Dynamic and subject to change

Limited flexibility

Pervasive conditions (affects personal life)

Use of existing skills

Subjective and implicitly understood

Unambiguous terms

However, some limitations of this approach have already been identified. At an empirical

level, it is almost impossible to distinguish the operationalization of psychological contract

features from the psychological contract content. Only a few studies have empirically

assessed the viability of the transactional — relational distinction using an explicit

operationalization of features instead of content terms (e.g. Freese & Schalk, 1996; 1997,
Millward & Hopkins, 1998; Schalk et al., 1995; Van den Brande, 2002). This approach is

clearly underdeveloped. Also, Guest (1998) argues that the list of features used in the extant

literature appears to be intuitive rather than theoretically derived. It is clear that the ‘features’
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approach to measuring the psychological contract has largely been ignored by researchers.
Much more work is needed in this area if we are to effectively use the features approach to

further our understanding of the dynamics of the contract itself.

2.3.6 Summary of Psychological Contract Features

The features approach describes general characteristics of employment relationships. It is a
significantly underdeveloped area of research within psychological contract literature. Given
the potential of the approach for comparing different types of psychological contracts and
employment relationships, it clearly merits further investigation. Theoretically, it sounds
feasible to prefer a feature-oriented approach to psychological contracts, since this should
enhance comparisons across different subject groups, something which is more difficult when
using content measures since some of these, like ‘career development’ for example, are not
relevant for certain groups of employees. Feature-oriented measures are more abstract and
therefore they should enhance comparability (Rousseau & Tijoriwala, 1998). However,
Rousseau & Schalk (2000) suggest that psychological contract features are weighted and
interpreted differently across countries. For example, a recent study by Cassar & Briner,
(2009) tested this proposition using a Maltese sample. They found that the way in which the
general employment relationship in construed in Malta affects the perception and
understanding of the reciprocal obligations. Studies like this emphasise the contextual
implications to which one should adhere when researching the construct. Nonetheless, we
argue that a ‘features’ approach is conducive in measuring the content of the psychological
contract across groups. Our study attempts to assess the features of the specific content
dimensions of the contract. We are not aware of any other study that has explored the content
of the psychological contract in this way. By examining the features of the ‘content’ as
opposed to the features of the ‘contract’ itself we aim to shed light on the interplay between
both sets of obligations. It would also allow us to compare the psychological contract across
different work environments. As has been discussed, this has been a significantly

underdeveloped avenue of enquiry in psychological contract research.
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2.4 Section 3

Having reviewed and examined the debate surrounding the definition of the psychological
contract and assessed the operationalisation of the concept in terms of ‘content’ and
‘features’, we now turn our attention to the theoretical perspectives that have advanced our

understanding of the concept.

2.4.1 Introduction to Theoretical Backgrounds Relevant for Understanding the
Psychological Contract

A number of theoretical backgrounds have been adopted in psychological contract studies
over the last twenty years. Based on the literature addressing psychological contracts from a
theoretical point of view (e.g. Coyle-Shapiro et al., 2004; Millward & Brewerton, 2000;
Rousseau, 1995; 2001b; Rousseau & McLean Parks, 1993; Schalk & Freese, 1997; Shore &
Tetrick, 1995 etc.), we consider three prominent theoretical perspectives. Each perspective
allows us to understand different aspects of the psychological contract. These perspectives

are analysed and discussed in turn. The theoretical perspectives we will discuss are:

1. Economic transaction perspective, concentrating on the bounded rationality of parties to

the employment contract;
2. Social exchange perspective, concentrating on the conditions of social exchange;

3. Social-cognitive perspective, concentrating on the psychological contract as a mental

model of the employment relationship;

While each of these outlooks contributes to our understanding of different aspects of the
psychological contract, together they provide a rich framework for a deeper understanding
within the broader disciplines of organisational behaviour and human resource management
by focusing on key perspectives within these fields. The fact that these perspectives stem
from different scientific disciplines (economics, sociology, and psychology) offers us the
welcome opportunity to integrate these distinct viewpoints into a fuller understanding of the
psychological contract.
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2.4.2 Economic Transaction Perspective

Economic theories of employment relationships are one of the foundations of psychological
contract theory, in that they address the incompleteness and implicit nature of employment
contracts. Within economic theory, it is generally acknowledged that the transactions for
labour services are mediated by complex contracts that cover longer, often indefinite periods
of time. These contracts are incomplete and they involve important implicit elements:
‘Instead of a simple, arm’s-length market transaction between buyer and seller, most
employment situations actually represent a complex, long-term relationship between the
employer and the employee’ (Milgrom & Roberts, 1992: 329). These implicit contractual
terms govern many of the crucial elements of the employment relationship, including pay,
work assignments, and employers’ and employees’ duties to one another. Milgrom & Roberts
(1992) point out that these implicit contracts are intended to be self-enforcing. They are
structured so that the parties have incentives to deliver their part of the contract for fear of the
consequences of violating the agreement. For self-enforcement to function effectively, it is
imperative that the parties to the contract understand their obligations to one another, that
they can observe each other’s behaviour and that each party enjoys positive outcomes from
the contract. This conception of subjective understanding being inherent in the employment
contract is closely related to the psychological contract. Moreover, it also explains the
duration of employment relationships. Since it is the prospect of future gains from
maintaining the relationship that provide the incentives under the implicit contract,
employment relationships tend to be enduring and long-term (Milgrom & Roberts, 1992;
Rousseau, 1995).

Williamson (1985; 1988) developed a model known as the Transaction Cost
Economics (TCE) framework to explain how organizational efficiency can be attained
through transactions. Two basic assumptions of TCE, namely the existence of ‘bounded
rationality’ and the development of ‘trust’, are also prevalent in psychological contract
theories. TCE theory also charts the emergence of long-term, relational contracts from
shorter-term, transactional contracts. According to Williamson (1985; 1988), bounded
rationality and parties’ opportunism can be reduced by the creation of hierarchies, or longer-
term contracts. Hierarchies enhance monitoring capabilities and the resulting social ties
reduce opportunism, which may engender trust. Trust is assumed to reduce transaction costs
associated with monitoring and to increase the efficiency of the exchange. In a hierarchically

governed employment relationship, employees typically have a supervisor whom they have
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granted legitimate, but limited authority, to direct their actions within the organisation. As
long as neither the firm nor the employee engages in activities inconsistent with the implicit
psychological contract that underlies their relationship, the relationship continues (Barney &
Lawrence, 1989). TCE posits that the proposed existence of longer-term contracts or
hierarchies reflects the development of a relational psychological contract as it is described
within psychological contract theories. According to TCE, the development of a relational
contract is determined by contextual factors such as interdependence, past practices and
environmental uncertainty (Rousseau & McLean Parks, 1993). In contrast, where the duties
of the job are relatively routine or easily measurable, and when employees have no implicit
long-term commitments to the firm, employers manage this employment relationship through
“complete contingent contracts”, whereby all employee obligations and compensations are
specified a priori. Such relationships cannot be complex. Otherwise, it would be difficult to
specify all conditions of the relationship within a contract (Barney & Lawrence, 1989). This
relationship aligns with the notion of transactional contracts in psychological contract

theories.
2.4.3 Summary of Economic Perspective

Many commentators within the psychological contract field have argued that the economic
changes in the late 1980’s and early 1990’s renewed interest in the psychological contract as
they brought changes to the employment relationship (e.g. Guest, 2004; Schalk, 2004; Coyle-
Shapiro & Kessler, 2000). ‘The assumption made by many researchers that the content of the
psychological contract was changing sparked renewed interest and focus on the economic
underpinnings of the ‘new’ employment relationship’ (Conway & Briner, 2005. P.16).
Anderson & Schalk, (1998) and Schalk (2004) argue that the ‘economic’ factor will remain a
relevant variable for consideration when examining the psychological contract. However, the
economic perspective is not being incorporated in our study for a number of reasons. Firstly,
the economic perspective examines the psychological contract in a very restrictive way. It
does not capture the idiosyncratic nature of the contract as it exclusively focuses on the
tangible economic exchange between parties. Secondly, it ignores the perceptual nature of the
contract and does not concentrate on the subjectivity inherent in every psychological contract.
This approach does not really align with our study’s definition of a psychological contract as
an ‘individual belief’. Therefore, we are eliminating the economic perspective as an

explanatory framework for our study.
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2.4.4 Social Exchange Perspective

Social exchange theory posits that all social relationships essentially consist of exchanges of
both economic (e.g. money, materials) and social resources (e.g. respect, love, support) (Blau,
1964). The social exchange perspective focuses upon the nature and dynamics of social
exchange within organizations and on status and power differences created in exchange
relationships (Taylor & Tekleab, 2004). Two elements of social exchange — ‘reciprocity’ and
‘balance’ — are also essential elements inherent in psychological contract theory. While the
psychological contract can be explained using social exchange theory, several other
constructs within the organisational behaviour and human resources literature build on the
principles of social exchange theories, e.g. organizational citizenship behaviour (Organ 1988;
Organ & Konovsky, 1989; Organ & Ryan, 1995), leader-member exchange (e.g. Xu et al.,
2008; Engle & Lord, 1997; Gernstner & Day, 1997; Settoon et al., 1996), and organizational
justice (e.g. Masterson et al., 2000). For example, leader-member exchange research has
provided strong support for the existence of a social exchange relationship between
employees and their immediate managers (e.g. Settoon et al, 1996). In general, a social
exchange theory on employment relations assumes that an equitable exchange between what
employees invest in their relationship with the organization and what they receive back in
return is a key element in the employee-organization relationship (Geurts et al., 1999). As
has been previously noted, this idea of reciprocity is a central tenet of psychological contract

theory.

Blau (1964), one of the “fathers” of social exchange theory, conceptualised social
exchange as “an exchange of activity, tangible or intangible, and more or less rewarding or
costly, between at least two persons” (Blau, 1964, P.136). The same author stipulates that
individuals engage in social exchange behaviours in order to achieve goals that can only be
realized trough interactions with others. He describes three basic principles underlying the

conception of exchange:
1. An individual who supplies rewarding services to another obligates him.
2. To discharge this obligation, the second must furnish benefits to the first in return.

3. If both persons value what they receive from the other, both are prone to supply more of
their own services to provide incentives for the other to increase his supply and to avoid

becoming indebted to him.
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This is in line with the view that the psychological contract is voluntarily entered into by the
employee (Rousseau, 1995). We will now discuss the contrasting types of exchange-

‘economic’ and ‘social’ as outlined by Blau (1964).

Blau (1964) has described the major differences between social and economic
exchange. He notes that social exchanges differ from strictly economic exchanges by
entailing ‘unspecified’ obligations such that the exact nature of how one is to reciprocate an
obligation is typically not specified and feelings of trustworthiness develop over time as one
party trusts the other to reciprocate a preceding exchange over time and the other establishes
his trustworthiness by doing so (Taylor & Tekleab, 2004). The norm of ‘reciprocity’ is a
central element in social exchange theories. According to the reciprocity norm, fulfilment of
obligations by one party is conditional on the fulfilment of obligations by the other party.
Reciprocity is a key condition of social exchange in that the stability of the exchange
relationship will be undermined if the fulfilment of either party’s needs is not contingent
upon the other party’s reactions (Gouldner, 1960). This means that mutuality of fulfilment is
a necessary condition for the stability and continuation of an exchange relationship. A review
of the literature identified several studies offering indirect support for the social exchange
prediction of reciprocity in one party’s contract obligations and the other’s contract
fulfilment/violation over time (e.g. Robinson et al., 1994; Coyle-Shapiro & Kessler, 2002;
Robinson, 1996). For example, in a two-measurement longitudinal study, Robinson et al.,
(1994) found that perceptions of the extent to which their employer violated their
psychological contracts two years after the initial measurement were related to the decrease

in the graduates’ own obligations to the employer from Time 1 and Time 2.

The social exchange literature has focused on what is exchanged between employee
and employer (e.g., job security for loyalty in the psychological contracts literature; employer
commitment for employee commitment), which has proved quite meaningful. However, other
authors have suggested that understanding the impact of the exchange relationship itself may
also be important (Shore et al., 2006). Shore and Barksdale (1998) identified four different
types of perceived exchange relationships. They assessed four types of psychological
contracts which are determined from their position on two different dimensions
characterizing psychological contract content: ‘degree of balance’ and ‘level of obligations’.
‘Degree of balance’ refers to employees’ perceptions that the level of employee and employer
obligations within the psychological contract is similar. When employees perceive a balanced

relationship, they feel obligated to reciprocate what they receive from the organization in

46



order to maintain such balance in their exchange relationship. Conversely, in an unbalanced
relationship, either the employee or the employer is perceived to be substantially more
obligated than the other party in the exchange relationship. Perceived ‘level of obligations’
refers to the perceived level of investment made in the relationship by each party. Obligations
can range from high (the employee or employer is perceived as having a strong obligation to
fulfil a particular contract term) to low (there is a very limited, or non-existent sense of
obligation to fulfil a particular contract term). The combination of both dimensions results in
four empirically confirmed psychological contract types: (1) mutual high obligations type,
consisting of employees with the highest sense of obligation to and from the organization; (2)
mutual low obligations type, consisting of employees with a weak to moderate sense of
obligation to and from the organization; (3) employee over-obligation type, consisting of
employees with moderate levels of employee obligations and low levels of organizational
obligations; and (4) employee under-obligation type, consisting of employees with very weak
obligations to and high obligations from the organization. Tsui, et al., (1997) examined this
exchange relationship from the employer’s perspective, focusing on inducements offered and
contributions expected of employees. Using inducements and contributions, they created four
categories of employment relationships, two balanced (inducements and contributions were
both either high or low) and two unbalanced (when inducements were high, contributions
were low, or vice versa). They found that when both inducements and contributions were

high, the highest performance and most positive attitudes were found among employees.

Both of these studies point to the importance of understanding exchanges between
employee and employer. The goal of these authors was to move away from the primary focus
in the literature on separate employer and employee contributions to the exchange (i.e., what
is exchanged) and to focus on the general form of the exchange relationship. Shore et al.,
(2006) explored the nature of exchanges between employee and employer. The major
purpose of their study was to prepare and test an integrated model of exchange, incorporating
commitment, perceptions of economic and social exchanges with the employer, and
employee performance. This model of exchange is being used in our study. We support their
move away from examining the individual contributions to the exchange and agree with their
view that the perceived exchange relationship, as an independent entity, is an important
variable to incorporate in a psychological contract study. It seems plausible that the general
type of exchange would affect both the formation and dynamics of the contract. This

contention is being investigated in our study.
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The issue of ‘balance’ is also a significant factor to address in social exchange
theories. According to Gouldner (1960), the amount of return to be made in reciprocal
exchange is “roughly equivalent” to what has been received. He points out that the problem
of equivalence is a difficult but important one. Blau (1964) describes the state of balance as
the psychological goal for both parties of a social exchange relationship. According to Blau,
both parties are motivated to retain the balance between what they provide to the relationship
and what they receive from it. When one party perceives the exchange is not in balance, then
over time, the individual may ultimately seek to restore the balance by reducing his/her own
contributions to the relationship, or by ending the relationship. This pattern is typical in social
exchanges over the long run (Blau, 1964). The importance of both reciprocity and balance is
also apparent in empirical work on the evaluative facet of the psychological contract (e.g.
Robinson, 1996; Robinson & Morrison, 1995; Turnley & Feldman, 1998). The empirical
findings of these studies regarding the effect of perceived psychological contract fulfilment
on outcome variables suggest that in order to restore balance in the employment relationship
employees reciprocate to the organization’s fulfilment of the psychological contract by

reducing or increasing their own contributions to the organization.

Equity theory, originally formulated by Adams (1965), explicitly addresses the issue
of ‘balance in exchange’ relationships and relates the perception of equity to social
comparison processes (Festinger, 1954). Essentially, equity theory states that the perception
of balance/imbalance is based on an individual’s comparison of the balance between what
he/she gives and receives with the balance of relevant others (Adams, 1965; Leventhal,
1980). Applied to organizations, equity research has examined the impact of perceived
equity/inequity on a number of organizational outcome variables, including quantity and
quality of work, absenteeism, loyalty, and job satisfaction (e.g. Geurts et al., 1999; Huseman
et al., 1987; Aumer-Ryan et al., 2007). Taylor & Tekleab (2004) argue that equity theory is
important to understanding psychological contracts. Equity-based expectations derive from
environmental cues as well as internal standards of fairness. According to Rousseau (1995),
the experience of inequity in the context of a relationship lends a deeper emotional weight.
When promises have been exchanged in the context of an employment relationship, the
cognitive and emotional experience of inequity is more complex than simply involving a

social comparison of balance.

While the role of ‘expectations’ has been discussed above in relation to the

conceptualisation of the psychological contract, here we look at how ‘expectations’ mediate
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the perception of a social exchange. Blau (1964) attests that individuals have prior
expectations regarding the social rewards they will receive from an exchange relationship,
which, in turn, influence the individual’s evaluation of the benefits received from that
relationship. These expectations derive from past social experience of individuals and on the
standards they have developed from past rewards. These expectations also stem from learning
about the benefits that referent others in comparable situations obtain (Rousseau, 1995).
According to Blau (1964), prior attainments influence general expectations of what rewards
can realistically be realized and what rewards need to be realized to maintain balance and
satisfaction. These expectations affect the significance of future rewards. Reward levels
experienced in the past act as a reference point for satisfaction with a future level of reward.
The role of expectations as outlined by Blau (1964) is helpful for our understanding of the
relationship between psychological contract evaluation and outcomes. As has been described,
central to the psychological contract are the ‘promissory beliefs’ that constitute the frame of
reference against which employees make up their evaluations of the inducements they have
received from their organization and the contributions they have made (Morrison &
Robinson, 1997). These promissory beliefs function in the same way as the expectations in
Blau’s (1964) theory of social exchange. However, as outlined by Rousseau (1995), it is these
promissory beliefs that make up the distinctive nature of the psychological contract compared
with other constructs like mere ‘expectations’ and ‘perceived entitlements’ where the

promissory element is absent in their respective conceptualizations.

2.4.5 Summary of Social Exchange Theory

Like the contract itself, social exchange theory deals with the exchange of resources. As has
been outlined, it has frequently been referenced as a conceptual foundation for the
psychological contract. The majority of research adopting this perspective has examined
individual and separate contributions to the exchange. While we are not examining the
formation of the psychological contract from a ‘social exchange’ perspective, the type of
exchange the employee perceives to have with the organisation is being explored. The
exchange itself is an important variable to consider in relation to psychological contracts. The
Shore et al., (2006) study illustrates the importance of perceived exchanges between
employee and employer and their model is being used in our study. Rather than examining

the individual resources exchanged between the parties we assess how the ‘type’ of exchange
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an employee has with the organisation affects their psychological contract. Specifically, we
aim to discover how a social exchange independently affects the content of the contract but

also how an economic exchange independently influences these dimensions.

2.4.6 Social-Cognitive Perspective

The social-cognitive perspective provides more insight in the subjective and idiosyncratic
nature of the psychological contract. It explains how the psychological contract can be
conceived of as a mental model about the employment relationship, guiding individuals’
perceptions of promises and evaluations of promise fulfilment (Rousseau, 1995, 2001). Core
elements are the mental schemas individuals develop about the employment relationship, the
role of information seeking and subsequent information- processing. In general, the theories
discussed in this section elaborate on the central role of meaning individuals attribute to their

environment and its impact on their behaviour (James & James, 1989).

The organization will be the chief source of job- related information for the employee.
Often the organization will be a noisy and complex environment and the information
provided about work tasks and other employees etc may be difficult to integrate with their
own thoughts, ideas and beliefs. To manage these multiple information-processing demands,
employees tend to rely on highly structured, pre-existing knowledge systems called
‘schemas’, 10 interpret their organizational world and generate appropriate behaviours (Lord
& Foti, 1986, P.14):

‘A schema is a cognitive structure that represents organized knowledge about a given

stimulus — a person or situation — as well as rules that direct information processing’.

Schemas provide individuals with a knowledge base that serves as a guide for the
interpretation of information, actions, and expectations, thereby simplifying the process by
which people make sense of events and situations (Bartlett, 1932; Fiske & Taylor, 1984;
Rousseau, 2001; Isenberg, 1986; James & James, 1989; Lord & Foti, 1986). Although a
schema is an abstract mental construct, it can be considered a sort of coherent network of
thoughts about something that might be important to an individual. Schemas consist of higher
order levels (i.e. broad, abstract elements of information) and lower order levels (i.e. more
specific, complexly arranged elements of information that stem from and remain connected to

the higher level) (Stein, 1992). Evidence exists that all individuals use schemas to some
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significant degree t