
 

 

 

 

 

ISSN 2309-0081                     Anwar, Rashidi & Hamid (2020) 

  
27 

I 

 

  www.irss.academyirmbr.com                                                                                     July 2020                                                                                      

 International Review of Social Sciences                                                        Vol. 8 Issue.7 
                             

 

R 
S  
S  

A Review on Psychological Contract and Psychological 

Contract Breach: Addressing Missing Link in the Context of 

Developing World 

 

 

NAVEED ANWER 
Ph.D. Scholar, IQRA University Main Campus - Defense View, Karachi. 

Email: pakistanmyaim@gmail.com  

 

MUHAMMAD ZAKI RASHIDI 
Director (Quality, Learning and Innovation) Associate Dean (Accreditation),   

IQRA University Main Campus - Defense View, Karachi. 

 

SYED ALI RAZA HAMID 
Assistant Professor, Hamdard University, Islamabad. 

 

   

  Abstract 

Business scenarios are changing and organizations in recent years have been striving much harder more 

than ever to remain competitive nationally as well as internationally. This quest results in adapting various 

strategies such as cutting costs, restructuring, outsourcing, layoffs, and downsizing. Such changes have 

evolved the psychological contracts between the employees and employers and pushed the organization 

into a different kind of work arrangements. The origin and traces of the construct Psychological contract 

can be found in the research work of Roehling (1997), in which he cited various theories to provide an 

understanding of psychological contract such as social exchange theory. According to the literature 

available on psychological contract, it was in the early 1960s and till the late 1980s the concept of 

psychological contract gone through the emergence stage, and this concept experienced the development 

stage from the late 1980s to the present. A comprehensive literature review was conducted on 

psychological contract and on its breach from peer-reviewed scientific journals of repute to set future 

research agenda. Although extensive work on the psychological contract has been conducted in the western 

world, however, there was a missing link in the literature of psychological contract in the context of 

developing word. This conceptual research paper has set an agenda for future research on psychological 

contract its breach, its exploration in the developing world particularly in Asian countries with special 

reference to its effects of employee's work outcomes. 

 

Keywords: Psychological Contracts (PC), Psychological Contracts Breach (PCB), Systematic Literature 

Review, Developing World, Asian Countries. 

 

 

Introduction 

Business scenarios are changing and organizations in recent years have been striving much harder than 

before to remain competitive nationally as well as internationally. This quest results in adapting various 

strategies such as cutting costs, restructuring, outsourcing, layoffs and downsizing. These ongoing changes 

have reshaped the organizational structures as well as the work itself (Barley, Bechky, & Milliken, 2017; 

Cascio & Aguinis, 2008; Chaudhry, Coyle-Shapiro, & Wayne, 2011; Collis et al. (2003); Lopez Bohle, Bal, 

Jansen, Leiva, & Alonso, 2017).  
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Organizations have shifted to the next level of flexibility that is being fluid and accommodate the current 

challenges such as competition to hire, attract, and retain quality and committed workers. Nowadays, 

employees demand more opportunities in work-life balance, career development, social interaction, skill 

development from their respective organizations in exchange for their efforts. (Barley et al., 2017; 

Bogosian & Rousseau, 2017; Christensen & Schneider, 2015; De Hauw & De Vos, 2010; Schreyögg & 

Sydow, 2010)  . Due to these prevalent pressures and challenges understanding employee and employer 

relations has become important more than the past and the ways organizations manage these employee 

relationships are continuously evolving. These circumstances have made it prudent to give significant 

thoughts and efforts to manage such key relationships. Such a relationship depend not only the explicit 

components but also on implicit mechanisms (i.e. psychological contract (PC) between employees and 

employers)  

 

Psychological Contract (PC): A Review 
 

The origin and traces of the construct psychological contract can be found in the research work of Roehling 

(1997), in which he cited various theories to provide an understanding of psychological contract such as 

social exchange theory, equilibrium theory by Barnards (1938), inducement and contribution model by 

March and Simons (1958). However, the terminology of the psychological contract was introduced by 

Argyris (1960) and Levinson, Price, Munden, Mandl. Further, the term psychological contract was refined 

by Schein's 1965 study (cited in Roehling, 1997, page 206); He described it as ―a psychological contract 

suggests that the employees have a range of hopes and expectations from the organization and that the 

organizations have different expectations of employees‖.  

 

These expectations cover the whole arrangement of privileges and commitments between workers and 

organizations but also include how many jobs to be completed for how much compensation. For instance, a 

worker may assume the company will not fire him as he has worked for many years, and similarly company 

will assume that the employee will not damage the company's reputation and will never give away 

company secrets. These expectations are not written formally and there is no formal agreement among 

employees and employers. As stated by despite such a situation they work powerfully as bases of behavior. 

(Roehling Mark, 1997).It has been observed by the researchers that the earlier definitions of PC focused on 

beliefs of expectations whereas the later definitions expressed PC as a set of beliefs about promises and 

obligations Rousseau (1 989), Rousseau (1 999, Herriot and Pemberton (1 997). Rousseau's (1989) research 

on the "Psychological and Implied Contracts in Organizations‖ provided psychological contract definition 

as:  

 

"When an individual perceives that contributions he or she makes obligate the organization to reciprocity 

(or vice versa) a psychological contract emerges .... It is the individual’s belief in an obligation of 

reciprocity that constitutes the contract. This belief is unilateral,” 

 

According to the literature available on psychological contract, it was in the early 1960s and till the late 

1980s the concept of psychological contract gone through the emergence stage, and this concept 

experienced the development stage from the late 1980s to the present. In his famous work on organizational 

behavior Argyris (1960) utilized the word psychological contract which depicted the relationship between 

employees and supervisors.  

 

After Argyris used the word psychological contract,  and a detailed explanation was given by both 

Levinson, Price, Munden, Mandl, & Solley (1962), Schein (1980) , as the unwritten expectation among 

employees and employers. Psychological contract as an implicit contract was also defined as the 

expectations of one side about give and take in a relationship (Kotter, 1973). PC relates to the mutual 

relationship between an employee and an employer. The psychological contract has become a key area of 

research for the last two decades as this helps in understanding the way individuals think, feel and behave 

in organizations (Delobbe, Herrbach, & Lacaze, 2005; Montes, Rousseau, & Tomprou, 2015).  
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The psychological contract has been receiving its due acknowledgment in the research arena; just a simple 

search of keyword ―Psychological Contract‖ on Google scholar produced 19,200,000 results, and out of 

which 65,400 are in from 2016-2019 and 19,200 in 2019. Two special issues relating to PC are evidence of 

its importance towards understanding organizational behavior. First, under the heading of ―The 

psychological contract at work‖ was published in 1998, Vol. (19) S1. The second was published in 2003, 

Vol. 24 (5) with the title of ―Employment relations: exchanges between employees and employers‖. Both 

issues were published by the Journal of organizational behavior (JOB). PC has become important because 

organizations and researchers are in a continuous quest to identify the ―Right‖ ways to establish strong 

quality relationships with employees, via a better understanding of employee and their feelings towards 

psychological contracts.  

 

The dynamic changes in the business environment have also affected individuals tremendously. Employees 

in 21
st
 century demonstrate less loyalty in the response of their loss of job security (which is particularly 

true for those with short-term employment contract), limited career development opportunities for some 

categories of employees, and sometimes inconsistent pay & promotion policies(Costa & Neves, 2017; De 

Cuyper & De Witte, 2006; Deery, Iverson, & Walsh, 2006; Wenzel, Krause, & Vogel, 2017).  Thus, the 

motivation for such huge attention on psychological contract research is also the changing nature of the 

employment relationships, which resulted in changes like labor –force and changes in the business 

environment. Traditional psychological contracts corresponded to an exchange of employee’s loyalty and 

contribution against job security, career development, and consistent pay & promotion policies have 

evolved.  

 

Psychological Contract Breach (PCB) 

 

Attached to PC, the researcher also contended that Psychological Contract Breach (PCB), the perception of 

employees that their organization is failed to fulfill its obligations towards them, has also turned in to an 

integral component to develop quality employees and employers relationships in contemporary 

organizations.  

 

Google scholar's keyword search ―Psychological Contract Breach‖ produced around 99,200 hits, out of 

which 22,300 from the period of 2016-2019 and 4,120 in 2019. This perception of  PCB can be the reason 

of the variety of undesirable work outcomes (Bal, De Lange, Jansen, & Van Der Velde, 2008; Balogun, 

Oluyemi, & Afolabi, 2018; Bordia, Restubog, & Tang, 2008; Matthijs Bal, Chiaburu, & Jansen, 2010; 

Morrison & Robinson, 1997; Topa Cantisano, Morales Domínguez, & Depolo, 2008). One important aspect 

of the employee-employer relationship is that  it is an individualistic phenomenon (D. Rousseau, 1995). In 

other words, what is true for the one does not necessarily apply to the other. The cohabitation of several 

sorts of work contracts and working arrangements in the same company may lead to feelings of inequity.  

 

Though, all these phenomena depend on employees’ perceptions. Based on social information employees 

have collected (Bal et al., 2008), perceptions may differ from one employee to another according to their 

analysis of the situation, as stated by D. Rousseau (1995) an employee picks up the social cues from social 

interaction and social comparison, both inside and outside of the organization will develop perceptions of 

employees. Consequently, it is of great significance to understand the psychological contract, and of 

practical worth to discover the factors which may cause the perception of PCB and further influence 

employees’ work behaviors. 

 

Inculcating Desired Work Behaviours and Psychological Contract: A Challenge for Organizations in 

Developing World    

 

Due to its fast growth, it is more competitive and the demand for the talented workforce is higher. Good 

organizations cannot afford turnover, especially the talented and quality workforce. These employees due to 

more opportunities in terms of jobs and a better outlook of the sector have ease in switching from one 
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company to another. Hence, it is important but also a huge challenge to a good organization to retain 

quality workers, and harness performance to compete with their rivals.  

 

Retaining quality workers and getting consistent performance is easy said than doing it. Organizations need 

to adapt and rework their HRM strategies to accommodate these tough times challenges. Psychological 

contracts of employees are hardly a topic of interest in operational HRM. Explicit contracts are given more 

priority compare to implicit contracts. Organizations believe that it is the explicit contract that is more 

important to fulfill and in general never tried to even discuss unwritten, unsaid expectations, and promises. 

Organizations do not even discuss so we hardly can think that organizations will systematically adopt such 

concepts.  

 

One of the main reasons for not adapting is the dearth of indigenous study material and empirical research 

which can create interest and thrust among these managers, employers and organizations in general. Not to 

condemn or complain about the contemporary researchers, but this has been observed that to understand 

employee and employer relationships , research on psychological contract mostly focused on western 

organizations (Coyle-Shapiro, Pereira Costa, Doden, & Chang, 2019; Lo Presti, Manuti, & Briscoe, 2019; 

Sparrow, 2018). 

 

Past Psychological Contract Research: A Missing Link   

 

The focus on most of the past researches on psychological contracts was on the developed countries 

focusing on western organizations (Coyle-Shapiro et al., 2019; Lo Presti et al., 2019; Sparrow, 2018). 

According to (IMF 2018) Asia has become the economic hub of the world and this part of the world 

contributes almost two-thirds of the global growth. The psychological contract theory remained a neglected 

area for empirical research in the region.  

 

The rationale for researching the psychological contract is manifold. The emergent Asian nations are under 

tremendous pressures to sustain and grow in the vibrant economic environment, the increased foreign direct 

investment (FDI) , the pressures of globalization, urbanization, cut-throat competition, and higher 

production targets have changed the face of HRM strategies in the organization i.e. employee relations and 

organizational goals (Budhwar, Tung, Varma, & Do, 2017; D. E. Guest, 2017). As discussed by Alcover, 

Rico, Turnley, and Bolino (2017) the traditional relationship among employee and employer are slowly and 

gradually giving ways to more contemporary working contract based on fixed-term, part-time and even 

zero hours. These shifts in employment contracts are inducing changes in employee and employer 

relationships, obligations, and expectations. Consequently, it is the call of the time to extend research in the 

area of psychological contract and Asian Business Environment (Birtch, Chiang, & Van Esch, 2016; 

Perera, Chew, & Nielsen, 2018).  

 

Further as stated by Stone and Deadrick (2015) that most of the theories in the organizational behavior 

(OB), and human resource management developed in western countries assume standardized cultural values 

of individuals in organizations.  

 

According to researchers psychological contract and HRM have undermine the power of contextual factors, 

variations of culture and subjectivity in term of local contexts (Agarwal & Gupta, 2018; D. M. Rousseau, 

Hansen, & Tomprou, 2018; Thomas, Ravlin, Liao, Morrell, & Au, 2016). Workplace relationships in 

prevailing time coupled with contexts (i.e. the setting which surrounds these relations) have received 

attentions of researchers in the domains of HRM and psychological contract    (Cooke, 2018, 2019; Persson 

& Wasieleski, 2015). This has been urged by researchers (i.e. (Barkema, Chen, George, Luo, & Tsui, 2015; 

Budhwar et al., 2017; Farndale et al., 2017; Reimann & Guzy, 2017) to develop local understanding and to 

see practicality , suitability of western HRM and OB theories in Asian Context  as these countries vary 

from their western counterparts in term of contexts , sociocultural , political , economic and others 

environmental factors such as institutional and organizational setups.  
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Presumption and Discussion  
 

Applying the relatively untapped Psychological contract theory (PCT), there is a need to look deeper in the 

continuous exchange between employees and their employers and the forces which distort this important 

exchange in developing word. The main theme of psychological contract theory (PCT), is that 

psychological contracts are primarily are cognitive individual-level models that depict the individual 

perceptions related to their exchange relationships.  

 

Precisely, the psychological contract (PC) is an individual’s belief system about perceived obligations 

between him and the exchange partner. Further, the Psychological contract breach is the failure of either 

party, to meet such obligations and perceived promises. (Kessler, 2013). These perceived obligations, 

promises, and inability to meet such perceived obligations and promises are surly to direct employees’ 

attitudes and behaviors via anticipation of the future’s exchange.  

 

Nurturing, a deeper understanding of these psychological contracts is not only important for getting a closer 

look at how individuals think, feel and behave in organizations but also will help to come up with strategies 

to establish better cooperation and quality employees, managers, and the business owners.  

 

PCT is related but also different in understanding the employees’ general expectations. Pre-employment 

expectations can influence the psychological contract can be affected by many other verities of obligations 

based beliefs which also include employee’s perceived promises. The responses to PCB (failure to fulfill 

psychological contract obligations) are speculated to have stronger reactions compare to unmet 

expectations, an effect meta-analytic findings support (Kessler, 2013).  

 

PCT has its roots in  Social exchange theory (Blau, 1964) and the norm of reciprocity (Gouldner, 1960), 

which also argue that an employee reacts negatively in different ways to reciprocate his / her PCB, which 

include his or her performance work (Hartmann & Rutherford, 2015; Zhao, Wayne, Glibkowski, & Bravo, 

2007). 

 

A Feed for Thought - Setting A Future Research Agenda   

 

The arguments mentioned above make a reasonable proclamation and case for research on psychological 

contracts and psychological contract breach in the Asian context. The changing landscape of organizations, 

HRM has resulted in changes in psychological contracts. This is because the concept of  Psychological 

contract was primarily developed to deal with the most important relationships with organizational contexts 

that is the relationship between employee and employer (D. Guest, 2004). Future research needs to attempt 

to explore the nature of psychological contracts, the antecedents of breach of such psychological contracts 

and its impact on employee work behaviors. Such research agenda need more attention in Asian context , 

where understanding employee employer is least on the agenda of management.(Kutaula, Gillani, & 

Budhwar, 2019; Rani, Arain, Kumar, & Shaikh, 2018). 

 

Psychological contract breach refers to the perception of employees related to the failure of organizations, 

or employers to fulfill expectations, obligations, and promises made to an employee (D. M. Rousseau, 

1989; Zhao et al., 2007). Keeping in the shifting paradigms in dealing with employee and employer 

relations, and a dearth of research in the Asian context is much needed to address this gap as pointed out by 

many thought-provoking articles (Agarwal & Gupta, 2018; Alcover et al., 2017; Lee, Chiang, van Esch, & 

Cai, 2018). 

 

More, essentially, a mix method research exploring the nature of psychological contract and psychological 

contract breach and then further examining it with a larger sample size will add a great value to existing 

body of knowledge. A mix method research may take an exploratory sequential mix method approach, 

following both post positivist and interpretivism research philosophies.  
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