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ABSTRACT 

 While it has been proved beyond doubt  by different researchers from time to time that 

psychological contract  is the  sum total of virtual perceptions and not actual perceptions of the 

employee and employer’s beliefs evolved  during the course of employment in that organisation. 

It was observed by me during the entire study on this topic that, psychological contract is related 

to expectations on one part and liabilities on the other. If liabilities are met by the employer, and 

employee’s expectations are fulfilled, then it is fulfilment of psychological contract whereas in 

the otherwise case, it is breach of contract. This study aims to elaborate the psychological contract 

and its antecedents and study the correlation existing between them.  
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PSYCHOLOGICAL CONTRACT 

On the basis of various studies on the topic, psychological contract has been described to be the “beliefs that an 

individual carries in his mind about the terms and conditions of a reciprocally exchanged agreement between that under 

observation and the other party”. Whereas, who the third party is not yet clearly defined, as this exchange agreement is 

between an employee and employer, but for an employee, the immediate superior is the employer for him as he is passes on 

the day to day management proposals to him while the instructions are guiding points for functioning passed on to the 

employee by the top  level executive through the line manager and subsequently the concerned supervisor to whom that 

employee is reporting. In the course of development of the psychological contract, the employee develops certain 

expectations in his / her mind and performs the job accordingly and returns the same to the employer in the form of his / her 

outcomes towards the organisation. 

 

DEFINITION OF PSYCHOLOGICAL CONTRACT 

According to March and Simon , 1958 ,  “ The employees’s ( one part of the contract ) are extended a variety of 

tangible as well as non-tangible attractions , directly or indirectly related to the attainment of the organisational goals in 

mutuality to their behaviour during the period of employment”. On joining the organisation as an employee , he / she agrees 

to these implied and categorical terms of employment contract which he / she accepts as presumption of the instructions 

passed on by the organisation.  

According to Argyris, 1960, “since the foreman realises, the employees in the organisational system produce 

optimally in a culture of passive leadership and as the employees agree to that, a relation is supposed to emerge between the 

employees and the foreman which is termed as “Psychological Work Contract”. Levinson et al, 1962 argued Psychological 

Contract to be, “A series of reciprocal trust measures to which the parties to the agreement may not themselves be densely 

aware but which nevertheless commands their mutual relationship”. Kotter, 1973 in his definition of the psychological 

contract briefs it to be, “An unspoken contract between an employee and his organisation which both of them expect to give 

and receive in the employment relationship”. The perception of the psychological contract hints that “There is an unwritten 

set of promises operating among all members, various managers and others working in the organisation” as hypothesised by 

Schein, 1980. 

Rousseau, 1989 in her research pointed out that the psychological contract is “The trust of employees about the 

mutual exchange compliance between the two parties to the contract”. The prominent issues in this comprise of the belief 

that a commitment has been made and compensation offered in lieu of it, which binds the two parties to set an obligation of 

mutuality. Rousseau and Greller, 1994 gave a simple definition, “Psychological Contract encircles the actions which the 

employees assumes, are expected from them and the responses they anticipate in reciprocation from the employer”. 

Rousseau, 1995 in another definition, remarked psychological contract as to be the perceptions framed by the organisation 


