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Abstract: The unwritten expectations from the employees have been something that puzzled academicians and
practitioners equally for years. Researchers refer to psychological contract as the unwritten expectations
operating between members of an organization, the various managers and others in the organization. However
not much study seem to have been done to explore the differences in these expectations between people who
have and do not have previous work experience in other organizations. This study attempts to understand if
previous job experience acts as an influencing factor in the building up of these expectations. The influence
of demographic variables and factors like career level in the organization, performance level, etc are also
explored.
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INTRODUCTION altered employees’ perceptions and reactions in

The people assets or ‘Human Resources’ of an relationships are being replaced by short-term contracts,
organization continues to be its key strength over the lack of stability and employability and alternative forms of
years for any organization irrespective of its nature of working With these changes in the employment
activity. With more companies in the battle for the best relationship long-term employment in exchange for
talent on one side  and  the  constraints  of  resources employee loyalty is unlikely and psychological contracts
(4Ms of man, money, machine and material) on the other (PC) become more significant.
side, companies are looking beyond monetary benefits to PC is a ‘deal’ between employer and employee
keep a well motivated work force. Motivational factors are concerning  the perception of the two parties, of what
continuously changing with changes in work demands, their mutual obligations are towards each other.
life styles, etc. Lot of research has gone into what keeps Maintaining the PC is an essential part of positive
the workforce committed and motivated. The extent of employee relations. It requires interaction and
commitment is based on the employment relationship communication between employer and employee.  Over a
between the employee and the employer, in which the period of time, a climate of trust is developed provided
mutual expectations of the workforce and the employer are both parties are consistently fair in their actions, keep
met. their explicit and implicit promises and maintain honest,

The traditional employment relationship have two-way communication.  All  aspects  of   the
changed with the decline of trade union membership and employment relationship cannot be addressed  in a
the collective values related to it [1] and the rise of a more formal, written contract. PC fills the gaps in the
dyadic-level agreement. Also in the era  of  continuous relationship and shapes behavior by reducing insecurity.
change, employees are expected to go along with and Employees weigh their obligations towards the
adapt very quickly and successfully to the changes in the organization against the obligations of the organization
organization. The major changes in the structuring of towards them and adjust their behavior on the basis of
organizations including downsizing and outsourcing have critical outcomes. 

employment relationships [2]. Thus traditional working
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Literature Review: A PC is an individual’s belief in paved way for large number of researches in this area to
mutual obligations between that person and another follow. In the current research, the focus is on the
party, such as an employer [3] and is built on the employee's perception of the PC.
perception that an exchange of promises has been made
to which the parties are bound. PC differs from general Development of Psychological Contract: PC has been
concept of expectations in that contracts are more defined as ‘beliefs, based upon promises, expressed or
promissory and reciprocal [3]. implied, regarding an exchange agreement between an

Researchers  connect   the   theoretical   base     for individual and the employing firm and its agents’ [5]. This
the  concept  to  more  than  50  year old theories like exchange agreement presents the contributions to be
social exchange theory, equity theory, theory of offered by employees in return for certain ‘inducements’
organizational equilibrium etc. The concept of provided by the employing organization. Employee beliefs
‘Psychological contract’ was introduced in 1960 by about the PC develop, in part, from either explicit or
Argyris. He argued that a contract or understanding implicit promises made by the employer at the time of
would develop between the foreman and the employee if recruitment, as well as during continuing interactions
the former respected the norms of the employees’ informal between employee and employer. However all
culture. Later research [2] further refined it as the expectations do not evolve from perceived promises.
unwritten expectations operating at all times between Some expectations are developed in the absence of
every member of an organization and the various perceived promises such as employee beliefs that their
managers and others in the organization. Each employee hard work and loyalty should be rewarded with long term
has expectations about matters such as salary or pay rate, employment security. In addition employee’s perception
working hours, benefits and privileges that go with a job. of the organization’s culture and operating procedures
On the other side organization also has more implicit, also shape their PC. Researchers also explain that, most of
subtle expectations that the employee will enhance the the organizations make their PCs less explicit and rely on
image of the organization, will be loyal, will keep hints dropped at various points of employee life cycle like
organizational secrets and will do his or her best. While recruitment, induction, performance appraisal etc to shape
Argyris focuses on a specific understanding between the mutual expectations and the PC between the organization
workgroup and the individual leader, Schein’s definition and its people [6]. Hence PC typically operates at an
focuses on the high-level collective relationship, between unconscious or semi conscious level but drive behavior
the individual employee and the management/the and business performance. Studies [2] emphasize the
organization. dynamic nature of the PCs which changes over time as the

The initial attention received for this concept faded needs of the employee and the organization change. It
away until the 1990s when the economic downturn led to also changes with changes in society, industrial trends
restructuring, downsizing, mergers and takeovers in many and age of the employees and also with life cycle stages.
organizations. The subsequent changes in approach The constantly evolving and its unspoken nature make it
towards employers were more explained by PC and thus difficult to manage. 
the concept regained attention [4]. Though the earlier
definitions incorporated the expectations of the employee Forms of Psychological Contracts: The psychological
and employer, later Rousseau narrowed down the contract is unique to each employee, as it describes
definition with the individual as the central element and expectations and obligations between them and the
also emphasized its obligatory nature. Researchers had organization. However, there are patterns to these
also examined the perceptions of employment expectations. Researchers conceptualized contracts on a
relationships from the perspective of the employer  [5]. relational-transactional continuum. Some employees have
But this also raised many questions like who can be very few expectations. They expect that the organization
treated as a manager, how to take views of different fulfils its contractual obligations and in return they feel
managers, dependability of the contract and its violations obligated only to complete the explicit requirements of
when it is based on managers perception, etc. Later their role. This pattern of expectations and obligations is
definitions focussing on employee made simpler the referred to as a 'transactional psychological contract'.
measurement of PC and an aggregation of the perceptions Thus they are short-term or limited duration arrangements
of employees provide a picture of the state of PCs in the that are highly monetary or economic in focus and with
organization. The simplicity offered by this definition limited worker involvement in the organization. 



World Appl. Sci. J., 31 (Applied Research in Science, Engineering and Management): 57-62, 2014

59

On the other side, some employees place a large impact of gender on contract matters. However [1] looks
number of expectations on their organization. They expect at gender as one of the influencing variables and
ongoing training and development, promotion concludes that it is related to the formation of contracts
opportunities, involvement in decision-making etc. Also along with personality variables. They propose that
in return to this they feel obligated to go beyond the women hold stronger obligations than men. Despite large
explicit requirements of their role. This is manifested in number of studies conducted in the area of PC, there
behaviors such as working  additional  hours,  sharing seems to be a dearth of studies that focus on IT industry.
innovative or creative ideas with the organization or Also practitioners have always been puzzled whether the
through long-term loyalty to the company. This pattern is formation of PCs varies in campus hires that come into an
described as a 'relational psychological contract' which organization with a fresh and clean slate compared to
refers to long term, open-ended arrangements that lateral hires that come into the organization with a set of
comprise socio-emotional as well as economic terms and expectations pegged to their previous organization. This
are based upon mutual trust and loyalty. In a practical is to be expected based on the various models that
scenario of employment, arrangements can be suggest that agents of PC act within and outside
transactional, relational or a hybrid form. organization. The current study fills this gap and looks at

Psychological Contracts and Other Constructs: Several explored along with the impact of other demographic
studies have been done which revealed the relationship variables.
between PC and personality, workplace behavior etc [7].
emphasizes that PC is highly personal, idiosyncratic and Objectives of the Study: The objectives of the study are
self-constructed in nature. Individual perceptions can to find out:
define what the PC is and hence personality traits can
influence the contract [5]. This stream of thought led to The impact of different demographic variables on
many studies exploring the effect of personality on PCs. psychological contract of employees.
[6] explored the role of personality dispositions on the The impact of previous job experience on
prioritization of PC inducements and suggested that psychological contract levels of employees
personality characteristics captured by five factor model The impact of performance levels on psychological
are useful indicators of employees’ perceptions of PCs [8]. contract of employees 
also studied the effect of personality on organizational The impact of experience levels on psychological
behavior based on big five variables. Their results also contract levels of employees
supported the favorable impact of a relational contract on
job satisfaction, affective commitment and intentions to MATERIALS AND METHODS
quit and the unfavorable impact of a transactional
contract and breach of contract on these same outcomes. Descriptive research design was carried out to
Studies also show that motivation mediated the measure the PC levels of the subjects under study.
relationship between PC and job performance [9]. Random sampling was adopted. The population consisted

PC is also closely related to organizational justice of employees in IT industry in Kerala, a southern state of
perceptions, specifically individual assessment of India.
procedural fairness. Researchers also found a negative There are many different types of measurements of
relationship between PC breaches and ‘organizational PC. Some of them take a unilateral view looking at PC as
citizenship behavior’, performance, intentions to stay with an individual belief of the mutual expectations and
the employer and a positive relationship with turn-over. obligations. Some take bilateral view and looks at PC to be
Studies have also explored how individual factors the whole of the employer as well as employee
contribute to formation of PCs [10]. They found negative perceptions on exchanged obligations. Though a bilateral
correlation of age with transactional and relational approach clarifies differences in perspectives between
contracts. PC was also studied in the context of employees and supervisors, unilateral view is more
performance appraisals since performance appraisal often preferred for assessments [12]. This is because a
act as a “contract maker” through the promises for work psychological contract is literally psychological. The side
and reward enhancements that arise during the appraisal. of the organization consists of many players like
[11] notes that not much studies have examined the management, supervisors etc who not necessarily

the IT industry. The effect of previous work experience is
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communicate a uniform set of expectations and sometimes
contradict each other too [12]. Thus a collection of
diverse and differing expectations make the contract
difficult to interpret when the employee is not aware of
differences in perception. 

Psychological Contract Inventory (PCI) is a very
commonly used measure of PC and measures the extent to
which workers experience a “transactional” or “relational”
arrangement with their employer. 

The Psychological Contract scale (PCS) developed
by [11] assesses the relational-transactional dimensions
of the PC and produces a sub-scale score for each of
these constructs. It assesses the contract from a unilateral
perspective. [12] evaluated various measures that were in
the research field during the period from 1990 to 2005 and
recommend some for usage and some on specific
conditions    and   mark  some  as  not  recommended.
They recommend [5] for a short list of items and [12 for an
extended list of items. The PCS developed by [11] is
suggested to be suitable to assess some changes.
Researchers have later validated this scale as a means of
operationalising the two dimensions. They also provide
evidence for the construct validity of the sub-scales of
the PCS. The current study used the 17 item PCS [11].

The participants are required to indicate the degree to
which they agree or disagree to the statements on a seven
point scale ranging from 1 (strongly disagree) to 7
(strongly agree). The questionnaire also contained
questions on demographics of the respondents like age,
gender, qualification and experience. Hard copy and
electronic Questionnaire was administered to 150
employees working in various IT companies. 107 people
responded to the survey. Paired t-tests and ANOVA were
used to analyze the data concerning associations

RESULTS

The 17 item scale on PC had a transactional subscale
with 10 items (alpha of 0.7) and relational scale with 7
items (alpha of 0.65). The average age of the respondents
was 30 years. 64 % of respondents were female and 36%
male. 63% were married and 37% single. 50% of
respondents were at executive level while the rest 23%
and 27% adorned supervisory and managerial roles
respectively. 75% were engineering graduates while the
rest  had  various  other  qualifications. t-tests and
ANOVA were conducted to analyze the  impact of
various demographic variables and professional factors
on the relational and transactional contracts of
employees.

Table 1: Data and t-value with respect to Transactional contract
Variable Particular N Mean SD t- value
Gender Male 69 37.37 10.56 2.38*

Female 38 42.06 9.281
Marital Status Single 40 43.20 9.720 2.29*

Married 67 38.72 9.799
Previous No 40 40.92 9.042 0.42**
Work experience Yes 67 40.07 10.536

Table 2: Data and t-value with respect to Relational contract
Mean Standard

Variables Particulars N Value deviation t- value
Gender Male 69 38.05 5.219 -0.562**

Female 38 38.68 5.702
Marital Status Single 40 38.40 6.042 -0.084**

Married 67 38.49 5.229
Previous No 40 38.55 4.830 0.133**
Work experience Yes 67 38.40 5.926
*significant at 0.05 ** Not significant

The study found that male employees have
statistically significantly lower transactional contract
compared to female employees. This conforms with the
previous studies that propose that gender contributes to
formation of contracts [1]. Similarly single employees were
found to have statistically significantly higher
transactional contract compared to married employees.
However there does not seem to be any significant
difference between employees with previous
organizational experience and those without previous
organizational experience (Table 1). Also for relational
contract no difference has been observed with respect to
either of the variables of gender, marital status or previous
organizational experience (Table 2).

In terms of overall PC also females exhibited higher
contract compared to male employees, where there was no
variation observed with respect to other variables of
marital  status or previous organizational experience
(Table 3).

Transactional contract levels were significantly lower
for managers compared to  executives  and  supervisors.
A similar trend was observed in age groups also with
transactional contract levels declining for senior age
group levels (Table 4). This confirms the findings of [10]
that age is negatively related to contracts, though in this
study relational contracts are noticed not to vary with
age. However, contrary to earlier studies which looked at
performance appraisal as a main contributor to formation
of contracts, performance levels showed no impact on the
contract. Same way none of these variables had an impact
on relational contract, whereas overall psychological
contracts seem to be significantly lower for managers and
higher age groups (Table 4).
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Table 3: Data and t-value with respect to Psychological contract
Mean Standard

Variables Particulars N Value deviation t- value
Gender Male 69 75.42 11.656 -2.315*

Female 38 80.74 11.213
Marital Status Single 40 81.60 11.522 1.918**

Married 67 77.21 11.421
Previous No 40 79.48 9.123 0.429**
Work experience Yes 67 78.48 12.909

Table 4: Data and f-value with respect to transactional contracts
Variables Particulars N Mean Value F value
Level in organization Manager 29 33.69 11.765*

Supervisor 25 40.88
Executive 52 43.92

Age group Senior 15 34 6.218*
Middle 73 40.36
Young 19 45.58

Performance Level Very Good 31 3.48 2.043**
Good 55 41.20
Average 21 42.57

Table 4: Data and f-value with respect to Relational contracts
Variables Particulars N Mean Value t- value
Level in organization Manager 29 37.66 0.416**

Supervisor 25 38.64
Executive 52 38.81

Age group Senior 15 37.27 0.524**
Middle 73 38.51
Young 19 39.21

Performance Level Very Good 31 37.82 0.838**
Good 55 38.76
Average 21 39.39

Table 4: Data and f-value with respect to Psychological contracts
Variables Particulars N Mean F value
Level in organization Manager 29 71.34 10.559*

Supervisor 25 79.52
Executive 52 82.73

Age group Senior 15 71.27 6.258*
Middle 73 78.86
Young 19 84.79

Performance Level Very Good 31 76.87 0.937**
Good 55 79.02
Average 21 81.33

*significant at 0.05 ** Not significant

DISCUSSION

The results of the study indicate that the
transactional contract reduces in employees as they
progress in terms of age, organizational tenure and also
move up the organizational hierarchy to
managerial/supervisory level. This is expected as the
employees normally stop worrying about the short term

benefits and focus on long term benefits, development
planning etc. However it will be an eye opener to the
organizations that the relational contract has no
significant difference with respect to any of the variables
of age, tenure, or experience. Hence it is important that
organizations should look at relational aspects at every
stage of the employee’s tenure and irrespective of
whether he enters the organization afresh from campus or
after gaining an organizational experience in any other
company.

Limitations: The study did not have access to actual
performance records of employees, due to privacy norms.
Hence the performance ratings as revealed by the
respondents were used which could have distorted some
of the results

Scope for Future Research: The current study was
limited to information technology industry. Future studies
could explore similar relations in other industrial sectors
and compare any differences in the pattern between
various industries and categories of employees.
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