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T
his study examines the status of psychological

contracts as we enter the 21st century.

Employees identified the importance they

placed on variou.s aspect.s of the psychological

contract and the degree to which their organization had

fulfilled these obligations. Results showed that orga-

nizations were struggling to fulfill components of the

psychological contract that their employees valued

most (e.g., open and honest communication). These

discrepancies (between perceived importance

and perceived fulfillment) significantly impacted

employee satisfaction and intention to leave the

organization. These discrepancies also affected

employee performance, ahhough to a lesser extent.

Organizational implications and suggestions for impro-

ving psychological contract fulfillment are discussed.
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The current economic and employment land-
scape continues to place pressure on how
organizations structure, motivate, and retain
their employee workforce (Cappelli. 1999; Hitt,
1998). As new markets, competitors, and tech-
nologies begin to emerge, there will be an
increased need for skilled employees at every
level and functional area ofthe organization
(Neilson. et al., 2000). Employees today are
often selected and recruited into an organization
because their particular skills and expertise can
assist the organization in achieving high stan-
dards of performance, especially in the short
term. As competition for the best employees
increases, managers, human resource directors,
and recruiters are all looking for the right
combination of inducements to attract these
individuals. Gaining a better understanding of
what individuals desire for their employment rela-
tionship is critical to the success of these efforts.

Psychological contracts, in general, are the set
of beliefs held by an individual employee about
the terms of the exchange agreement between the
employee and his^er organization (Rousseau.
1989). For example, an employee may perceive
that he/she has been promised competitive
wages, promotional opportunities, job training,
and meaningful work, and in return has promised
to give the organization his/her energy, time,
technical skills, and commitment. Unlike formal
employee-employer contracts, the psychological
contract is inherently perceptual and therefore
one party's interpretation ofthe terms and condi-
tions of the obligations within the contract may
not be shared by the other (McLean Parks and
Schmedemann, 1994; Rousseau, 1995, 1998).

This study examines the types of inducements
businesses currently offer to their employees in an
attempt to attract and retain their skills and exper-
tise. The purpose of this study is threefold. First,
we examine which employer inducements (psy-
chological contract obligations) are identified as
more imptirtant by employees. Second, after iden-
tifying these "important" psychological contract
obligations, we analyze employee perceptions of
how well their companies are fulfilling these oblig-
ations. Third, we examine how perceived discrep-
ancies between the importance of and fulfillment
of specific psychological contract obligations
affect employee reactions at work. These promises
and obligations, depending on employees' percep-
tions of fulfillment, can act as motivators or barri-
ers to desirable work attitudes and behaviors
(Robinson, 1996: Robinson and Morrison, 1995).

By examining the psychological contract and
the attitudinal and behavioral outcomes that can
result when perceived promises are not fulfilled,
researchers and practitioners should be able
to communicate, gain perceptual agreement
(regarding psychological contract obligations),
and manage the employee employer relationship
more effectively. The formation of this exchange
relationship begins during the recruitment and
selection process and continues throughout the
employee's tenure with an organization.

Earlier reviews by Argyris (1960), Levinson.
et al. (1962), Schein (1965). and Kotter (1973)
argue that the psychological contract is conceptu-
ally different from both a formal and implied
contract in that it considers an individual's
beliefs of the terms and conditions of an agree-
ment between the individual and his/her employer.
This concept ofthe relationship between an
employee and his/her organization has been
accepted and noted in many different forums,
including academic journals (i.e., Guzzo, et al.,
1994: Morrison and Robinson, 1997: Robinson,
et al.. 1994). practitioner journals (i.e., Ehrlich,
1994: Sims, 1994: Wilhelm. 1994), and manage-
ment textbooks (i.e., Kolb, et al., 1995: Makin,
etal., 1996; Schein. 1980).

The types of promises contained in an
employee's psychological contract can be explic-
itly or itnplicitly communicated in several ways:
written document, oral discussion, or organiza-
tional practices and procedures (Rousseau, 1989;
Rousseau and Greller, 1994; Rousseau and
McLean Parks, 1993: Sims, 1994). Because of
the pervasive norms of reciprocity that are a part
of any exchange agreement between an individ-
ual and his/her organization (Rousseau, 1989),
an individual often expects, seeks out, and creates
a psychological contract as a means for under-
standing and representing the employment rela-
tionship with his/her employer (Shore and
Tetrick, 1994).

This research strives to assist businesses by
providing information about what employees
value most and how they respond when these
needs are not fulfilled. This information should
assist companies in their efforts to offer psycho-
logical contracts that are more in line with the
exchange relationships that employees are seeking
to create. Employers with proactive psychologi-
cal contracts are likely to experience reduced
intentions to leave the organization (by employ-
ees) because their needs are being met. Shore
and Barksdale (1998) found that employees
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reported higher levels of organizational support,
affective commitment, and lower levels of
tumover intentions when their employment rela-
tionships with their organizations were fulfilled:
however, when employees perceive that their
employer has failed to fulfill promised induce-
ments, they may withhold their own designated
contributions (Robinson and Morrison, 1995).

From an equity perspective, individuals try to
find a balance between what they receive from
the organization and their own contributions. In
our study, we further examine how employees'
job satisfaction, intentions to leave, job perfor-
mance, and organizational citizenship behaviors
can be influenced when many of their organiza-
tions' employment promises are not adequately
fulfilled, especially those that are valued most by
employees in today's work environment.

METHODOLOGY
Participants

Participants were 268 employees
enrolled in a part-time MBA (Master
of Business Administration) program
at a large, Midwestern university.
These students were recruited from
management courses included within
the graduate curriculum. Only those
students who were currently
employed full-time by an organiza-
tion were included in the study. Of
the 268 participants. 51.7 percent
were male and 48.3 percent were
female. The average age was 27.6
years. The average tenure of employees within
their respective organizations was 3.4 years.
Participants had worked in an average of 2.96
organizations before joining their current
employer. Over 24 percent of the respondents
were in supervisory positions. Participants were
employed in a variety of occupational fields
including: finance and banking, sales and
marketing, computer science, human resources
and staffing, accounting, engineering, and
organizational consulting.

Overview and Procedure
All participants were told that we were con-

ducting research to better understand the rela-
tionship that an employee has with his or her
organization. In their questionnaire, employees
were asked to provide their beliefs about which
psychological contract obligations were most
important and how well their organization had

From an equity

perspective, indi*

viduals try to find

a balance between

what they receive

from the organi-

zation and their

own contributions.

fulfilled its obligations. Participants also assessed
their job satisfaction, their behavioral intentions
(intent to leave the organization), and perfor-
mance on the job. Finally, to better understand
some of our findings, we collected qualitative
data from our respondents. Employees were
asked a series of open-ended questions, includ-
ing: "How has unfulfilled employer promises
influenced your work perfonnance and decision
to remain with the organization?" and "From
your perspective, how could your organization
improve the way it has communicated its inability
to fulfill its employment promises?"

Measures
Psychological Contract Ratings. Participants

were asked to indicate those obligations that their
organization had promised to them. This set of
38 items was adopted from Kickul (in press)

^ ^ ^ ^ ^ _ and includes the following promises:
competitive salary, health care bene-
fits, adequate equipment to perform
job, challenging and interesting
work, and increasing responsibilities.
In interviews with HR managers
from 13 engineering, accounting,
and manufacturing organizations,
Rousseau (1990) found many of
these items to be the most common
promises mentioned by employers
during the recruitment process.
Participants were informed that the
38 employer obligations may have
been communicated to them explicit-

ly (verbally or in writing) or implicitly (simply
implied through other statements or behaviors).

Participants were asked to indicate the impor-
tance they attribute to specific psychological
contract obligations using a five-point scale
(I = "not at all important"; 5 = "extremely
important"). After checking off the psychological
contract obligations their companies had made
to them, respondents were asked to indicate how
well their organizations had fulfilled each of
these marked promises. They rated the fulfillment
of these promises using a five-point Likert scale
(I - "'not at all fulfilled"; 5 = "very fulfilled").
Psychological contract discrepancy scores were
calculated by subtracting the employees' fulfill-
ment ratings from their importance ratings for
each psychological contract item.

Intention to Leave the Organization. Intention
to leave the organization was measured using a
three-item scale from Meyer, et al. (1993) that
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assesses an employee's tendency to continue as
an employee of the organization. Participants
were asked how often they think about quitting
their organization, how likely it was that they
would search for a position with another organi-
zation, and how likely it was that they would
leave the organization in the next year.
Responses to these three items were made on a
seven-point scale (1 = "strongly disagree": 7 =
"strongly agree"). The intemal consistency relia-
bility (Cronbach's alpha) was .85 for this scale.

Joh Satisfaction. Job satisfaction was mea-
sured with the overall job satisfaction subscale
from the Michigan Organizational Assessment
Questionnaire (MOAQ; Cammann, et al., 1975).
This three-item subscale gives an indication of
an employee's affective response to his or her
job. Participants responded to these statements
using a seven-point Likert scale (1 = "strongly
disagree": 7 - "strongly agree"). Cronbach's
alpha tor this subscate was .86.

in-Ro/c Joh Performance and Organizational
Citizenship Behavior Toward the Organization.
Items to measure in-role performance and orga-
nizational citizenship behavior toward the orga-
nization (OCBO) were derived from Williams
and Anderson's (1991) study. In-role perfor-
mance pertains to assigned responsibilities asso-
ciated with an individual's formal employment
contract. Organizational citizenship, on the other
hand, is defined as "individual behavior that is
discretionary, not directly or explicitly recog-
nized by the formal reward system, and that in
the aggregate promotes the effective functioning
ofthe organization" (Organ, 1988: p. 4).
Because of its impact on an organization's ability
to function successfully, citizenship behavior is
an outcome of interest in this study. OCBOs are
particularly relevant in this investigation because
employees are responding to perceived inequities
in their relationships with their organizations.
Employees were asked to rate themselves on
each of the performance and OCBO items using
a seven-point Likert scale. The intemal consis-
tency of these two scales were .79 and .72,
respectively.

RESULTS
The first set of analyses examined the levels

of importance placed on different aspects of the
psychological contract. We calculated the mean
importance ratings for the 38 psychological
contract items and found that 32 ofthe items
were rated on average as "very important" or

"extremely important." The means and standard
deviations for these items are presented in
descending order in Table I.

Subjects also assessed the level to which they
felt their organization had fulfilled its obligations
in each of these psychological contract areas.
The second group of analyses examined the dif-
ferences between employees' importance ratings
and fulfillment ratings. Means were calculated
for the psychological contract discrepancy scores
(discrepancy scores - importance ratings - ful-
fillment ratings). The means and standard devia-
tions for each of the 32 psychological contract
items are presented in descending order in Table 2.

Correlations between the psychological con-
tract discrepancy scores and the four dependent
measures (intent to leave, job satisfaction, per-
fomiance. and organizational citizenship toward
the organization) were computed for eaeh ofthe
32 items. Results showed that psychological
contract discrepancies were positively related
to intentions to leave the organization for 21 of
the items. Discrepancy scores were negatively
related to job satisfaction for 23 of the 32 items.
Results were not as robust for the behavioral
outcomes. Psychological contract discrepancies
were negatively related to employees' in-role
peiibrmance for four of the items and negatively
related to employees' OCBOs for two of the
psychological contract items. These results are
presented in Table 3. The individual items appear
in the same order as Table 2.

DISCUSSION
The current investigation looks at three issues

of practical importance regarding the perceived
psychological contract that exists between
employees and employers today. The first issue
is the extent to which employees place importance
on various aspects of the psychological contract.
Mean importance ratings revealed that employ-
ees placed a high level of importance on all areas
ofthe contract (i.e., 32 ofthe 38 psychological
contract items had an average of 4.00 or greater
on a five-point scale).

This study examines the psychological con-
tract at the item level of analysis. Similar to
Kickul (in press), participants responded to a
global measure that tapped a wide range of
employer promises and obligations. By keeping
the analyses at the item level, we accomplished
two major objectives: (1) it allowed us to examine
which psychological contract obligations are
identified by employees as more important, and
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Psychological Contract Importance Items
Psychological Contract Item Mean Standard Deviation

Opponunities for Promotion and Advancement

Trust and Respect

Open and Honest Comrnunicalion

Fair Treatmcnl

Challenging and Interesting Work

Competiiivc Salary

Heath Care Benefits

Competent Management

Support from Management

Meaningful Work

Pay and Bonuses Tied to Performance

Opponunities for Personal Growth

Opportunity lo Develop New Skills

Constructive Feedback on My Performance

Competent Co-Workers

Consideration of Employees' Needs

Clear Goals and Direction

Enough Resources to Do the Job

Vacation Benefils

Recognition of My Accomplishments

Retirement Benefits

Adequate Equipment to Perform Job

Continual Professional Training

Increasing Responsibilities

Equal Opportunity for All Employees

Participation in Decision Making

Job Security

Cooperation and Support from Co-Workers

Tuition Rcimbursenieni

Sate Work Environment

Freedom to Be Creative

Rexible Work Schedule

4.66
4.64

4.62

4.57

4.52

4.51

4.50

4.46

4.46

4.43

4.39

4.39

4.36

4.33

4.33

4.31

4.31

4.29

4.29

4.28

4.27

4.24

4.24

4.21

4.20

4.16

4.16

4.14

4.13

4.12

4.05

4.02

0.56
0.57
0.60
0.63
0.67
0.66
0.79
0.69
0.66
0.71
0.72
0.70
0.70
0.77
0.72
0.69
0.77
0.71
0.78
0.78
0.95
0.82
0.74
0.78
0.95
0.85
0.93
0.78
1.18
0.98
0.94
0.89

(2) it allowed participants to assess psychological
fulfillment for only those obligations that were
promi.sed by their employer. By having partici-
pants assess fulfillment for only those perceived
promises made by iheir organizations, the scale
was able to capture accurately those obligatii^ns
that were meaningful and specific to each
employee's contract.

Most agree that the psychological contract is
multidimensional (Robinson. 1996; Rousseau,
1995). a.s evidenced by the wide variety of psy-
chological contract items in this study. Although
there is little consensus on how many distinct
psychological contract dimensions exist
(Roehling, 1996), most conceptualizations of this
construct acknowledge that some contract com-
ponents focus on inliinsic outcomes (that relate
to the work environment and the job itself, e.g..

freedom to be creative) while other contract
components focus on extrinsic outcomes (that
relate to the consequences of completing the job,
e.g., competitive salary). We make the distinction
between intrinsic and extrinsic outcomes as we
discuss the findings because it provides a nice
cognitive framework for organizations to use as
they think about employee wants and more effec-
tive ways to fulfill these perceived obligations.

Although employees were concerned about
both intrinsic outcomes and extrinsic outcomes,
eight ol" tbe ten items Ihat received the highest
employee importance ratings dealt with intrinsic
outcomes. These items addressed issues such a.s
open and honest communication, managerial
support, and challenging and interesting work.

This suggests that employees are increasingly
aware of the non-monet;ir> rewards that companies
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Psychological Contract Discrepancy Items
Psychological Contract Item

Cnmpeienl Managcmcni

Open and Honest Communication

Pay and Bonuses Tied lo Performance

Meaningful Work

Clear Goals and Direction

Opportunities for Promolion and Advancement

Consideration of Employees' Needs

Tnisi and Respeci

Recognition of My Accomplishments

Freedom to Be Creative

Competeni Co-Workers

Construtlivc Feedback on My Performanee

Continual Professional Training

Panicipation in Decision Making

Opportunities for Personal Growth

Retirement Bcnefils

Support from Management

Challenging and Interesting Work

Opportunity lo Develop New Skills

Job Security

Fair Treatment

Tiiiiion Reimbursement

Cooperation and Support from Co-Workers

Competitive Salary

Healh Care Benefits

Enough Resources to Do the Job

Increasing Responsibilities

Equal Opportunity for All Employees

Adequale Equipment to Perform Job

Vacation Benetlis

Flexible Work Schedule

Safe Work Environment

Mean Standard Deviation

2.19 1,8.̂

2.10 1.75

2.06 1.78

2.04 1.85

2.03 1.73

2.00 1.62

1.97 1.72

1.8.5 1.73

1.84 1.91

1.82 1.95

1.81 1.85

1.78 1,63

1.78 1.88

1.76 1.74

1.72 1.88

1.65 1.79

1.62 1.70

1.61 1.70

1.59 1.82

1.58 2.03

1.56 1.70

1.48 1.79

1.47 1.89

1.37 1.45

1.33 1.87

1.23 1.63

1.19 1.81

1.18 1.91

0.98 1.61

0.95 1.72

0.66 1.79

0.64 1.84

Note; Discrepancy scores (Imp<,)rtance ratings - fulfillment ratings (for each psychological contract item)).

are willitig to provide. This is not to say that
employees do not pay attention to money; how-
ever, it doe.s imply that employees take the .socio-
etnotional aspects of the psychological contract
very seriously (e.g.. Shore & Barksdale, 1998).
This implies that recruiters need lo go beyond a
discussion of compensation and benefits and
highlight aspects of their organization that job
candidates will find intrinsically satisfying.

Attraction is only one aspect of the HR chal-
lenges facing tnanagers today. Retention is equal-
ly inipottant. Companies are trying to hold on to
Iheir best employees in a business climate that
encourages employee mobility. One mechanism
for tetaining top employees is the fulfillment of
psychological contract obligations. The second

part of this investigation examined the extent to
whieh employees perceived that their employer
was upholding their psychological contract
promises. To identify potential areas of conflict,
we examined how employees' fulfillment ralings
differed frotn their importance ratings (across the
different psychological contract areas).

An examination of the mean discrepancy
scores for each psychological contract item
showed that a vast majority of the items with
larger discrepancy scores were the same items
that employees rated as the most important
aspects of the psychological contract. Specifically,
15 of the 20 itetns ranked highest in itnportance
were also shown to have one of the 20 highest
discrepancy scores (between importance and

HUMAN RESOURCE PLANNING 15



TABLE 3

sCorrelations Between Psychological Contract Discrepancy Items
1 and Employee Attitudes and Performance

Psychological Contract Item

Competent Management

Open and Honest Communication

Pay and Bonuses Tied to Perfomiance

Meaningful Work

Clear Goals and Direction

Opportunities for Promotion and Advancement

Consideration of Employees' Needs

Trust and Respect

Recognition of My Accomplishments

Freedom to Be Creative

Competent Co Workers

Constructive Feedback on My Performance

Ciintinual Professional Training

Participation in Decision Making

Opportunities for Personal Growth

Retirement Benefits

Siippon from Management

Challenging and Interesting Work

Opportunity to Develop New Skills

Job Securily

Fair Treatment

Tuition Reimbursement

Cooperation and Support from Co-Workers

Competitive Salary

Heath Care Benefits

Enough Resources to Do the Job

Increasing Responsibilities

Equal Opportunity for All Employees

Adequate Equipment to Perform Job

Vacation Benefits

Flexible Work Schedule

Safe Work Environment

*p<,05

Intent
to Leave

. 2 1 "

.18"

.15'

.2.3"

.24"

.25"

.17"

.18*'

.10

.08

,01

.22"'

.27"

.12*

.23**

.15*

. 2 1 "

.22"

.14*

.09

.19"

13'

.00

.13*

.19"

-.02

,18"

,07

.06

.22**

.02

.02

Job Satisfaction

-.24**

-.32**

-.20 "

-.28"

-.28"

-.34"

-.18"

-.32**

-.30*'

-.18**

-.11

- .33"

-.20"

-.22**

-.26**

-.04

-.29"

-.33**

-.25"

-.11

-.28"

-.01

-.16*

-.15

-.08

-.It

- . 3 1 "

-.19'*

-.10

-.17**

-.07

-.14*

Performance OCBO

fulfillment levels). This suggests that the psycho-
logieal eontract obligations that etnployees value
most may also be the obligations that companies
are having the most difficulty fulfilling.

One area of particular concem is the reported
failure of organizations to provide open and
honest communication to their employees. This
itetn's discrepancy score is especially problemat-
ic because it suggests that organizations are
susceptible to perceived psychological contract
breaches across a variety of areas because com-
munications about what employees ean expect
(in terms of employer obligations) are not being
pereeived as effective. The largest discrepancies

-.03

.11

.06

-.06

.04

.06

.07

.08

.11

.15*

.05

.02

.01

.05

•,07

.05

-.01

,08

.09

.07

.02

.17*

.06

.16*

.10

.03

.11

.i5*

,04

,07

,04

,05

,01

.01

-09

.07

.00

.04

.02

.00

.08

.00

,08

.07

.05

.07

.03

,I0

,07

,03

.05

.04

.03

.13*

.06

.12*

.07

.08

.04

.09

.07

.00

.04

.05

appear in areas of the psychological contract
that focus on intrinsic outcomes and relational
issues. This implies that supervisors and other
organizational representatives need to be more
cognizant of and responsive to employees'
desires for things such as meaningful work,
recognition, creative freedom, and opportunities
for personal growth.

Another noteworthy finding is that employees
perceived a lack of competent management. The
"compelent tnanagement" contract item exhibited
the single highest discrepancy score. This nega-
tive perception could also lead to widespread
probletTts satisfying other psychological contract
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obligations. This finding is particularly troubling
because it may often be the responsibility of an
employee's manager (acting as the organization's
agent) to see that the individual's psychological
contract is fulfilled. If employees do nol perceive
managers as competent, it is likely that they will
minimize or downplay their efforts to uphold the
psychological contract.

Finally, this investigation examines the rela-
tionship between these psychological contract
discrepancy scores and organizational outcomes.
Specifically, we look at how perceived discrep-
ancies impact job satisfaction, intent to leave,
in-role job performance, and organizational
citizenship behaviors. The findings show that
discrepancies between perceived importance and
perceived fulfilhnent of psychological contract
obligations are positively related lo intention
to leave the organization and negatively related
to job satisfaction. The significant increase in
intention to leave will be very costly for organi-
zations, particularly given the tight labor market
that currently exists. Employees who are unhappy
are likely to perceive a number of more attrac-
tive alternatives outside the organization, and
the empty position created by their departure
may indeed be difficult to fill with an equally
qualified replacement.

Although discrepancy scores did not have as
pervasive of an effect on performance as expect-
ed, the performance findings highlight an inter-
esting difference in the level of tolerance that
employees have for discrepancies relating to
intrinsic and extrinsic outcomes. Results showed
that discrepancies (between importance and
fulfillmenl) as they relate to competitive salary,
equal opportunity, tuition reimbursement, and
creative freedom were negatively related lo
performance. Three of these four psychological
contract areas deal with extrinsic outcomes.
What is interesting about these three extrinsic
outcomes, is that all three were in the bottom
(lowest) third with regard to degree of discrepan-
cy. This suggests that employees are much less
tolerant of discrepancies between what is expecl-
ed and what is received when it relates to extrin-
sic rewards. In other words, employees appear
to alter their on-the-job performance negatively
when they perceive even small discrepancies in
areas ,such as pay. Conversely, even though they
may begin to look for alternative employment,
employees appear less likely to alter their
performance efforts when they see discrepancies
between anticipated and realized intrinsic

outcomes (such as the freedom to be creative).
Discrepancies in relation to competitive salary
and tuition reimbursement also negatively affect-
ed levels of organizational citizenship behavior.

Our qualitative data provide further clarity
regarding how many of the unfulfilled employ-
ment promises influenced employees' motivation
and behavior at their organizations. For example,
many of the employees mentioned the following:

'it (unfulfilled employment promises) has sti-
fled my "creativity." I no longer ponder ways
to improve processes/increase efficiency. I
work on this aspect of my Job minimally,
because change is often not well accepted."

"My satisfaction was influenced immensely.
I am not as excited about my job anymore
and don't put in the 110%."

"i spend less lime (10% to 15%) on process
improvement, when I should be spending a
significant amount of time (30%)."

"Reduced production, motivation, dedication,
drive to make sure ihe job gets done right."

"These (unfulfilled employment promises)
have contributed in the range of 909 '̂ of the
reason I am making a career change.'"

"No reward for hard work—no motivation or
drive—production suffers. They have made it
easy for me to wanl to leave the organization
and iry a new challenge."

"It (unfulfilled employment promises) has
created burnout and a negative attitude toward
customers and co-workers,"

Human Resource Implications:
Recruitment and Selection

Given that employees' negative attitudes and
behaviors increased following a psychological
contract violation, organizations may want to
re-examine policies and practices that directly
influence how employees formulate and create a
psychological contract as a means of understand-
ing and representing the employment relationship
with their employer. One such practice that can
be applied in order to manage promises made by
the organization is to give realistic information
(e.g., realistic job previews: Wanous, 1973)
concerning an employee"s position within the
company. This information should be made
salient to the individual throughout the employ-
ee's tenure in the organization, beginning during
the recruitment and selection process. Here are
the views o\' several employees who commented

HUMAN RESOURCE PLANNING 17



on how organizations can improve their selection
process and the management of employment
promises:

"All the promises should be explained in
detail in order to avoid misunderstandings
and future disappointments."

"Be more forthright with explanations of why
things can't be as promised or simply don't
promise."

"Streamline the hiring process (e.g., include
within the hiring packet all the benefits and
non-benefits)."

From an organizational cost saving perspec-
tive, the implementation of realistic job prev iews
can be quite substantial. A recent nieta-analysis
by Phillips (1998) found that employees who
were given realistic job previews prior to hiring
were less likely to leave the organization.
Phillips was also able to calculate
the dollar value of utilizing realistic
job previews to reduce voluntary
turnover. Because the mean correla-
tion between realistic job previev/s
and lumover was -.09, she calculated
that a business that has an annual job
survival rate of 50 percent could
make 17 fewer new hires per year
per 100 retained workers if they
implemented realistic job previews.
By taking the estimated average cost
per hire in 1996 of $4,183. Phillips was able to
calculate an organizational savings of $71,111 in
voluntary turnover costs (per I(X) retained work-
ers) as a result of using realistic job previews.
Given these findings, organizations may want to
re-evaluate their recruitment policies and proce-
dures and make sure that they allow the applicant
to understand fully the type of job, work-group,
organization, and employment relationship they
may be entering into in the near future. The costs
associated with using realistic job information is
minimal and could be utilized by a business to
not only reduce turnover, but to also increase
employee satisfaction and performance (Wanous.
1980; Phillips. 1998).

Furthermore, organizations may enhance their
ability to fulfill psychological contract obliga-
tions by "targeting" highly valued psychological
contract areas in their job previews. In other
words, recruiters could gather information about
an employee's most valued outcomes (early in
the process) and then specifically address whal

Employees who

were given realistic

job previews prior

to hiring were

less likely to leave

the organization.

the candidate can expect in that area of the
employment relationship. If the company is
confident in what it can offer in that area, the
chances of a successful relationship are good.
On the other hand, if an employee prioritizes
outcomes that the organization will have difficul-
ty providing, the organization may be better off
not to hire that individual.

Along with giving employees realistic job
previews, employers could also seek alternative
and creative ways to understand and communi-
cate not only an employee's role with the organi-
zation but also the culture and expectations of
the firm. Cisco Systems, Inc.. a market leader in
the business-to-business networking hardware
industry, has been successful at recruiting indi-
viduals whom the organization calls "passive"
job seekers (i.e., individuals who may not be
actively looking tor new employment). On the
^ ^ ^ ^ ^ g cotnpany's web page, a potential new

hire can be connected with a current
Cisco employee who works in a sim-
ilar position/role in the organization.
The current employee, not the
trained recruiter, gives an inside view
regarding the cultural expectations
and work life at Cisco. Allowing
current employees to discuss and
convey Cisco's expectations is not
only a valuable selling tool to attract
competent and talented employees, it

also gives current employees a voice in the contin-
ued growth and development of the organization.
As a result of many of these recruiting innova-
tions, turnover is low (at 6.7 percent annually)
compared to the industry standard of 18 percent.
In addition, turnover is even lower among
acquired company employees, at 2.1 percent,
compared to the industry average of more than
20 percent (Neilson, et al.. 2000).

Managerial Communication
Because today s economic and employment

landscape has placed increased pressure on how
firms structure and organize their business opera-
tions, companies may struggle in meeting and
fulfilling the continued expectations of their
workforce (Cappelli. 1999). As more organiza-
tions grow and expand their business to meet
external demands of their respective markets,
they must also have the capabilities and process-
es in place to motivate, develop, and retain cotn-
petent employees. Tighter communication links
between human resource managers, supervisors.
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and employees that foster the fair allocation of
rewards and benefits need to be integrated at
all organizational levels and positions. In cases
where there have to be changes in the psycholog-
ical contract, etnployers should seek to renegotiate
the contract and thereby establish new terms that
are reflective of the new employment conditions.
It is particularly important for organizations to
communicate effectively in situations where cir-
cumstances beyond their control are responsible
for the adjustments that are being made to the
psychological contract.

Both procedural and interpersonal remedies
may be utilized to reduce adverse consequences
for the organization (Morrison and Robinson.
1997; Rousseau, 1995); that is, remedies to re-
establish a good employee-employer relationship
may include instituting communication mecha-
nisms that inform employees how decisions and
tulfillmenl of promises are made and implement-
ing procedures that allow employees to challenge
or appeal job decisions made by the firm. Human
resource managers should ensure that employees
understand how the organization is trying to
meet their multiple needs and promises. In addi-
tion, HR managers should give employees the
opportunity to express any new changes in what
they believe their organization should provide to
them. By focusing on their needs, in conjunction
with organizational capabilities and resources,
managers may further enable their companies
to retain key talent.

Many of the ideas discussed here are directly in
line with the principles of open-book management
(Case, 1996; McCoy, 1996). The underlying goal
of this approach is to empower and motivate
employees toward the common goal and strategy
of the firm (Davis, 1997) by helping employees
understand their role in the firm. By sharing a
broad array of organizational information (i.e.,
promises and obligations, as well as financial and
marketing practices), the organization is helping
its employees recognize their contribution and sig-
nificance to the success of the business. In addi-
tion, a firm employing open-book management
can provide better explanations when its ability
to fulfill psychological contract obligations is
negatively impacted by factors that may be
beyond the firm's control (e.g., market, industry,
and competition reasons; Morrison & Robinson,
1997; Rousseau, 1995). Many of the employees in
our study gave recommendations on how organi-
zations and HR professionals can effectively convey
business information and employment changes:

"Organizations should make sure that employ-
ees (1) Meet with the company and openly
discuss it (unfulfilled employment promises),
and (2) Meet with key individuals whose
expectations have been severely impacted (by
the changes)."

''Human resources should get more involved
in the company-employee relationship. They
are currently more reactive as opposed to
proactive. If they understood more about
employees' needs before it is out of control,
it could save them more time and energy."

"The company should offer a timetable of
when the changes will be implemented, rather
than putting ideas/improvements on the
proverbial "back burner.'"

"There should be direct communication on
the timeline and the skills that a person should
develop to acquire the next job/role. Work
with employees to fulfill their goals."

"There should be greater involvement of
employees regarding the finances of the busi-
ness. How what an employee does impacts the
bottom line and how changes can improve it."

Performance Appraisal
Supervisory and managerial personnel within

organizations should also receive guidance on
giving employees adequate justification and
explanations on all job/role changes. Many of
these recommendations may be integrated within
Ihe performance appraisal process where
employee expectations can be aligned with orga-
nizational/departmental strategies and objectives.
Roles and responsibilities that are in alignment
with employees' developmental needs may pro-
vide them with further motivation and encour-
agement toward the common goal of the organi-
zation. Becau.se an employee's contract can be
seen as dynamic and evolving (Thomas and
Anderson, 1998), supervisors and managers
should seek to understand the changes in
employee's expectations at various levels and
times within an employee's job tenure. For
example, during the performance appraisal
process, supervisors should assess how their
subordinates" needs and values may have
changed as they have interacted and worked
within the organization, including the relational
aspects of the employment relationship (e.g., job
security, growth and development issues, and
work-family balance). When employees' contri-
butions are rewarded in terms of their own needs
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and expectations, it may give them further reasons
to achieve many of their job/role requirements
as well as engage in citizenship behaviors.
Companies such as G.E.. Enron, and Southwest
Airlines have created and implemented business
models that ensure that both employee and orga-
nizational expectations are clearly understood,
as well as the means by which contributions are
rewarded throughout an employee's tenure with
the organization (Neilson et al.. 2000).

LIMITATIONS AND SUGGESTIONS
FOR FUTURE RESEARCH

The current siudy has some limitations that
should be taken into account. In this section we
identify these limitations and use them as indica-
tors of potential directions for future research on
the psychological contract and its relationships
with employee attitudes and behaviors.

One limitation is the presence of ^ ^ ^ ^ ^ ^
common-method variance concems.
Participants provided survey respons-
es to both the psychological contract
items as well as the outcome mea-
sures. It is possible that participants
were exhibiting a social desirability
bias when assessing their own
behaviors and this may have had a
confounding effect on some of the
correlations. It should be noted, how-
ever, that it is likely that a social desirability bias
would have led to weaker relationships between
psychological contract discrepancy scores and
performance ratings. TTiat is. someone who was
concemed about social desirahilily may have indi-
cated that they performed at a high level despite
unfilled psychological contract obligations, when
in reality they had intentionally decreased the
effort they exerted. This is a plausible explanation
for the weaker relationships that were found with
the behavioral outcome measures. Future research
should gather perfbnnancc measures from inde-
pendent sources (e.g., the employee's supervisor,
co-workers, or other organizational agents).

Psychological contract perceptions were
assessed through the perspective of MBA students
in this .study. Although most of the work on psy-
chological contract has been conducted with only
MBA students (e.g.. Robinson, 1996; Robinson et
al., 1994). these students may have different
goals, needs, and expectations than those who are
not enrolled in such programs and who are nol
considered for managerial positions. As a result,
MBA students may react more negatively towards

This study suggests

that employees

place a great deal

of importance on

intrinsic outcomes.

their employer when certain aspects of their con-
tract are unfulfilled. Further work needs to be
conducted on a variety of employees to better
understand the attitudinal and behavioral impact
of psychological contract fulfillment.

The objectives of this study (i.e., an examina-
tion of the psychological contract at the item
level) dictated the use of simple correlational
analyses. Nevertheless, it should be noted that
future research would benefit from examining
broader psychological contract dimensions (that
have been previously identified; e.g.. Robinson
et al.. 1994; Robinson; 1996) using more sophis-
ticated statistical analyses.

CONCLUSION
This study provided further evidence of the

detrimental consequences that can occur when
organizations are unable to fulfill their employ-

^ ^ ^ ^ ^ _ ees' psychological contracts. This
study moves beyond the identifica-
tion of these negative outcomes and
aitempts to provide assistance to HR
practitioners by answering two very
important questions: (1) "What com-
ponents of the psychological contract
do today's employees value most?".
and (2) "What HR practices will
provide organizations with the best
chance of consistently satisfying

psychological contract obligations?"
This study suggests that employees place a

great deal of importance on intrinsic outcomes.
Organizations need to find ways to communicate
more effectively about their abilities lo satisfy
these intrinsic needs. At the same time, our results
suggest that employees have very little tolerance
for even the smallest discrepancies when it comes
to receiving the extrinsic rewards they expect.
Focusing primarily on managerial communication
and the HR functions of recruitment and perfor-
mance appraisal, we have offered several sugges-
tions for managing the expectations that surround
the employment relationship more effectively. It
is our hope that future research will continue to
examine practical ways that managers can suc-
cessfully address the daunling challenge of
upholding psychological contracts in a highly
dynamic and ever-changing work environment.
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