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Abstract

Human resource practices represent a major mechanism for implementing a firm’s
strategic plan. These practices create a distinct type of relationship between
employee and employer which can be characterised as psychological contracts, that
is, the belief people hold regarding the terms of their employment relationship

(Rousseau and Wade-Benzoni, 1994).

The purpose of the research was to examine the type of psychological contracts that
exist within an organisation and show the impact of human resource strategies and
practices on the different contracts. Human resource practices play a significant role
in building the psychological contract that supports the strategy. This could help
organisations to allocate investments accordingly, especially in difficult times. This

research was carried out amongst knowledge workers, with a 32% response rate.

The findings reveal that it is important for the employer to realise that employees
perceive themselves as contributing more than the employer to the relationship. It
further highlights supervision as a dimension for establishing relational and balanced

contracts.

Training and development is perceived as the most important human resource
practice for developing relational and balanced contracts. A model was developed to
show organisations the impact of human resource practices on the psychological
contract. It also depicts how investment should increase within the different human

resource practices and how this translates to organisational performance.

i
(e

University of Pretona


http://www.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4
http://pdf.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4

Johannes G. Shuping
Declaration
| declare that this research project is my own work. It is submitted in partial fulfilment
of the requirement for the degree of Masters of Business Administration at the
Gordon Institute of Business Science, University of Pretoria. It has not been
submitted before for any degree or examination in any other university. | further

declare that | have obtained the necessary authorisation and consent to carry out

this research.

Johannes Gotsilemang Shuping

11 November 2009

I
R

University of Pretona


http://www.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4
http://pdf.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4

Johannes G. Shuping

Acknowledgement

I *\/ould love to thank the following people who assisted and_guided me to complete
this research project:

Dr. Careen Scheepers — Research Supervisor, for her guidance and patience when
it seemed that | was losing it.

Nico Meiring — Head of Talent Management and Learning at Kumba Iron Ore Ltd,

for helping me to get permission to conduct my research within Kumba.

&
ALK
ﬁ'— A
University of Pretona


http://www.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4
http://pdf.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4

Table of Contents

1 INEOAUCHION ...ttt e e e e e e e e e eeeeeeesaeeneneans 2
1.1  Definition of Problem and PUrPOSE.........ccoeirriircerertiee e 2
111 Research Problem........... e 2
112 RESEAICH PUIPOSE......coeieieee et 4
2  Theory and Literature REVIEW.........ccovvuiiiiiii e e e e e e e e e e 7
2.1 Psychological CONIaCT.........cccoeiiiiieice ettt s 7
211 Transactional CONLIACL .........cccoeiriiireeie e 8
212 Relational CONEIACL..........ccoiureieierireeee e e 9
213 BalanCed CONLIACE ..........cooiieieeeeiee e 9
214 TransSitional CONLIACES........c.ccereiirieieee e e 10
2.2 Human Resource Management...........covevevenienieeieie s 11
2.3  Human Resource Practices and Psychological Contracts.........ccccccvcveeveneeenne. 13
231 Recruitment and SEIECHION. ..o 14
23.2 Training and DeVElOPMENT .........cccveireee e 14
2.3.3 Pay/Reward Management ............coeveerinieeeiee e seeseseeeseere e s e s seenens 15
234 Performance Management ...........ccceverrerenesie s se e 15
235 COMMUNICELION ...ttt et s 15
3 Research PropoSIition ...........oooiiiiiiiiiiiiiii e 19
G 00 R 1007011 o] I TSRS 19
G = 10] 00 1S 1o 1TSS 19
GG T = 10] 00 1S 1 o] 1 TSRS 19
I 10700 1S 1o 1 TS 19
G T = 10] 00 1S [ 1[0 1< TSRS 19
4  Proposed Research Methodology and Design...........ccoevviveiieiiiiiieeeieiiiiee e, 21
41  ReSearCh MEtNOU ......ccouieieieeee e e 21
N U L o o) N = YA PSP 21
4.3  Population Of REIEVANCE.........ccccoieieirieece ettt 22
44  Sampling method and SIZE...........cccoeieeeiriicsecee e 22
45  Datacollection process and DESIGN.......ccccivvereririenerieeerieeee e see s sseeeseenens 23
45.1 QUESLIONNAITE DESIN.....veuviiiiie ettt sr e 23
45.2 PIOCESS.....coe e e e 24
453 Dz ez A g N TS 24
S RESUIS . s 29
51 RESPONSE RELE......ceeeuieiiiiririe ettt s nae s 29
511 OMUSSIONS. ..ottt sttt ee e st ee ettt ee e e s e e e 30
52  Sample DemOgraphiCS......ccouieurirerereereeieeseeiesesesseasseesesseseesee e ssessessassesessessenes 31
o PRSP ORT 31
521 GENUEY ...ttt e et b e e e e 32
522 QUAIITICALIONS......ccuveiecie ettt e e et e e 32
%
&
—r G
—

University of Prefona


http://www.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4
http://pdf.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4

Johannes G. Shuping

523 RBCE. .. bbbt er e 33
524 POSITTION. ...t et s er e 34
525 SUPEIVISION ..ottt sttt sttt ee et b e et et b e se e ssen e e e e 34
526 TEINUIE ...ttt e et b e eb e ee e sr e e e s ene e 35
5.3  Typeof Psychological CONIaCES...........correirieierienerieeree e 36
531 Perceptions about Employee’s Obligation..........ccccecerereneeieneniencnicienene 36
53.2 Perceptions about Employer’s Obligation ............ccceerereneienienincsicneenee 37
533 Transitiona Psychological CoNntract ............ccoceveevieeeveseseseeseeeis e 38
534 PaAITEA T-TEI....cee ettt eb e e 38
535 Type of Psychological CONIacts..........coceveeeeierieienenicece s 39
5.35.1 Demographic analysison Psychologica Contracts............ccoceveveevvcnnenene. 40
5352 Combined DemOgraphiCs........ccoouiuereriiiesierieieeeeessesreeseseeseese e e saesessessessssneses 42
5.3.6 Impact of Human Resource Practices on the Psychologica Contracts..... 44
6  DISCUSSION Of RESUILS ... 46
6.1 Response Rate and OMISSIONS......c.cceierieieriesenieirirseseeseeseese e e saessesssessesseseees 46
6.2  SampPle DeMOGrapNICS.......couiiiiieeeecie ettt enesneere e s 47
6.3  PsychologiCal CONraCtS........cccuvieeereiiesesesie et sre e s s a7
6.3.1 Perception about employee obligation...........ccccceveicncieieseere e 47
6.3.2 Perception about employer obligation ............ccccevevinerercsee e 49
6.3.3 Employee versus Employer Obligation ..........cccceveeveneninieeenecre s e 50
6.3.4 Type of Psychological CONIacts..........coeveeceieniereneseeese s s 51
6.34.1 Relational CONIACES........cccoiireriiririree e 51
6.3.4.2 Balanced CONLIACt ........cccoiurireeiirieie e e e 53
6.3.4.3  Transitional CONLIaCES........cccoimririeireeiesreeree e e 54
6.4  Impact of Human Resource Practices on the Psychological Contracts............. 56
6.4.1 HIFNG PraCliCeS .....voviieicicie ettt sresr e s nnnens 56
6.4.2 Training and DevElOPMEN ..........ccoveiririce et 58
6.4.3 Performance APPraiSal ..........ccoeviiereeeeceee e 59
6.4.4 P et bbb er e 60
6.4.5 COMMUNICELION ...ttt ee et ere s 61
6.5  Ranking of Human Resource Practicesin order of Intended Psychological
(00001 = o ST PRSP 63
T CONCIUSION ... e et e e e e e e e e e e e e e b bn e aneeeas 65
7.1 PsychologiCal CONraCtS........ccoiuieeeeeriesiesese et sresne e e 65
7.2  Impact of Human Resource Practices on Psychological Contracts................... 67
7.3  Limitationsin the Research and Recommendations.............ccccvrernenenccnineene. 70
A S V11011 0= VOSSR 71
APPENAIX A ettt ettt se e st et s et e eee s ae s e s e ene e e eneer e e e eneenenaenees 77
QUESLIONNAITE. ......eetieeeeie ettt et e et e et et et e eteeteeae et e s e sseeseestesesseeseeaseaesaeeseessesnneseessens 77
APPENAIX B .ottt sttt st en e e nenaennes 88
Assessment of Psychological CONtraCtS...........ccuvvvveeieeeve e 88
Vi
— %S

University of Pretona


http://www.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4
http://pdf.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4

Johannes G. Shuping

List of Tables

Table 1: Perception about Employee’s Obligation ...............coovuiiiiiiiiiiiinininenenn. 25
Table 2: Perception about Employer's Obligation ............cccccccoiiiiiiiiiiiiiiiiinnee. 25
Table 3: Transitional Psychological Contract...........cccooevvvviiiiniecieciie e 26
Table 4: Perception about Employee’s Obligation ..........ccccccooieviiiiiiiiiiiiiiiinne. 36
Table 5: Perception about Employer's Obligation ............ccccccviiiiiiiiiiiiiiiiinnee. 37
Table 6: Transitional Psychological Contract...........ccccoeevvviiiiiiecinciiie e, 38
Table 7: Paired t-test at a significant level of 5%. ........ccccccoeiiiiiiiiiiince e, 38
Table 8: PsychologiCal CONrACES........ccoiviiiiiiiee e e 39
Table 9: Gender on the Psychological Contracts..........cccccceeeiieeiiviiiin v, 40
Table 10: Supervision on the Psychological Contracts............cccccceeeeeeevieiinnnnnn, 40
Table 11: Tenure on the Psychological Contracts...........cccceeeviveviiiiiiieeviiiiiee, 41
Table 12: Race on the Psychological Contracts............ccccceeeveiieiieiiiii e, 41
Table 13: Position on the Psychological Contracts..........cccceevivvviviiiiieeeiiiiiee e, 42
Table 14: Gender and Supervision on the Balanced Psychological Contracts (67)
............................................................................................................................ 42
Table 15: Gender and Supervision on the Relational Psychological Contracts
20 USRS 43
Table 16: Gender and Supervision on the Transitional Psychological Contracts
22 ) TP PP RSER 43
Table 17: Relationship between HR practices and PC .............cccccceiivveviviiineennn, 44
Table 18: Human resource practices in order of priority for creating specific
[01537/ed gTo] (oo [oF= 1M oo ] o] i = Vo] K= PSP 63

vii

&
:Ch
#- O

University of Prefona


http://www.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4
http://pdf.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4

Johannes G. Shuping

List of Figures

Figure 1: Types of psychological contracts (Rousseau as cited in Rousseau and
Wade-Benzoni, 1994) ... it a e 8
Figure 2: A model of the relationship between human resource practices and the

psychological contract and their impact on employee attitudes and behaviours

(Aggarwal and Bhargava, 2008). ..........ceiiiiiiiiiiiiiee e 17
Figure 3: Geographical distributions of reSpPONSES..........ccevviiiiiiiiiiiieeeie e, 29
Figure 4: Questions that were omitted (not completed) by respondents............. 30
Figure 5: Distribution of sample DY AQe ......cooovviiiiiiie e 31
Figure 6: Distribution of sample by Gender.............oooviiiiiiiiii e 32
Figure 7: Distribution of sample by Qualification...........ccccoooeviiiiiiiiiici s 32
Figure 8: Distribution of sample by Race ...........coooiiiiiiiii e 33
Figure 9: Distribution of sample by POSItION ..o e 34
Figure 10: Distribution of sample for SUPervision ...........cccooevevviiiiiiiee e 34
Figure 11: Distribution of sample by TeNUre ..o 35
Figure 12: Human Resource (HR) Impact on the Psychological Contract (PC)

1Yo [ PP TP UPPPPPPPPRTPRPPRRRIN 69

viii
&

University of Pretona


http://www.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4
http://pdf.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4

Johannes G. Shuping

Chapter 1

Introduction to Research Problem
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1 Introduction

The impact of human resources practices on the psychological contract: A

Quantitative Study

1.1 Definition of Problem and Purpose

1.1.1 Research Problem

Numerous studies on the relationship between employees and their
organisation have been done in the past years. Among various
employment relationship constructs that have emerged, research on
psychological contract has blossomed in particular. (Agawam and Baraga,
2008). These authors further explain that psychological contracts
characterise the employee-employer relationship and emphasises
organisations’ attainment of favourable outcomes by understanding
employees’ expectations. A psychological contract is basically what the
employee expects from the organisation and what the organisation

expects from the employee.

The need to be competitive has resulted in organisations introducing
several measures for financial control (Coyle-Shapiro and Kessler, 2000;
as cited in Agawam and Baraga, 2008). Amongst various changes
introduced, benefits provided in the traditional exchange relationship such
as life long job security, guaranteed pay increase and assured career
opportunities has been withdrawn (Singh, 1998). In the employment scenario
that has emerged, employees no longer gain secure jobs in return for
offering loyalty, but instead exchange flexibility and hard work for simply
having a job (Agawam and Baraga, 2008). These changes have resulted
in altering the traditional fabric of employee-employer relationship based
on the edifice of trust, loyalty, commitment and long-term relationship
(Herriot et al.,1997).
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Psychological contracts give organisations the opportunity to manage day-
to-day employee-employer relationships proactively. The psychological
contract refers to beliefs that individuals hold regarding promises made,
accepted, and relied upon between themselves and another (Rousseau and
Wadw-Benzoni, 1994). The psychological contract offers many reasons for
difficulties in employment relationships currently being experienced by
organisations and its implications on individual and organisational
behaviour (Aggarwal and Bhargava, 2008).

The interaction and management of the relationship between employer
and employee is formally managed through organisation practices and
policies. Studies affirm the crucial role of organisation variables such as
human resource practices on influencing employee conception of the

psychological contract and organisational outcomes (Kotter, 1973; Sims, 1994;

Rousseau, 1990; Singh, 1998; Sims, 1994; Lester and Kickul, 2001; Hiltrop, 1995; Baker,
1985; King, 2000; Vos et al., 2003; Martin et al., 1998; Grant, 1999; Freese and Schalk,

1996; Guest, 1998; Rousseau, 1995; as cited in Aggarwal and Bhargava, 2008). The
aim of any organisation is to be profitable. In effect, human resource
practices generate a major way in which organisations implement their
business strategy (Rousseau and Wade-Benzoni, 1994). Rousseau and
Wade-Benzoni further state that human resource practices generate a
major strategic competence for the firm — its supply of talent and
appropriately rewarded people.

A number of conceptual studies have been written and models designed
to outline the relationship between human resource practices and
psychological contract by Aggarwal and Bhargava (2008), Rousseau and
Wade-Benzoni (1994), and Guzzo and Noonan (1994). The findings by
these international researchers have not been supported by empirical
data.

Another line of needed research is that which directly investigates the

connection between human resource practices and employee re-
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evaluation of the extent to which their psychological contracts are fulfilled
(Guzzo and Noonan, 1994). Although there have been an impressive
number of studies discussing the impact of specific human resource
practices on psychological contracts, there has been no effort to
systematically synthesise the links between these constructs and various,
human resource practices and the psychological contract (Aggarwal and
Bhargava, 2008).

Further research on the relationship between human resources practices
and psychological contracts will enhance or dispute the conceptual studies

done on the subject.

1.1.2 Research Purpose

The purpose of the research was to examine the type of psychological
contracts that exist within an organisation and show their relationship to
human resource strategies/practices. As stated previously by Rousseau
and Wade-Benzoni (1994), human resource practices are used by

organisations to implement business strategies.

By determining which human resource practices play a significant role in
building the psychological contract that supports the strategy, could help
organisations to allocate resources accordingly. This will further assist
human resource managers to prioritise practices based on their impact on
the psychological contract that is required. For example, if communication
has the most significant impact (ranked — 1) with people that have
established a relational psychological contract with the organisation, and
that is the kind of contract the organisation requires, then it should ensure

excellent communication practices within the organisation.

Demands of globalisation, increasing technological developments and

diversity of market requirements, force various changes within the
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employment relationship (Strong, 2003). As pressure on organisations to
become more flexible, adaptable and efficient increases, they may engage
in strategies that alter employee perception of the employment exchange
(De Meuse, et al., 2001). South Africa as a developing country has felt the
effects of these factors and the recent financial crisis forced employees to
violate psychological contracts. By understanding the drivers behind
psychological contracts through human resource practices, management

can use these practices to adjust to such changing environments.

Although there have been an impressive number of studies discussing the
impact of specific human resource practices on psychological contracts,
there has been no effort to systematically synthesise the links between
these constructs of various human resource practices and psychological
contracts (Aggarwal and Bhargava, 2008). Also there is no quantitative

evidence that verifies conceptual studies on this relationship.
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Chapter 2

Literature Review
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2 Theory and Literature Review

2.1

Human resource practices represent a major mechanism for implementing
a firm’s strategic plan. These practices create a distinct type of relationships
between employee and employer which can be characterised as
psychological contracts, that is, the belief people hold regarding the terms
of their employment relationship (Rousseau and Wade-Benzoni, 1994).
These behaviours affect employees’ behaviour toward customer and fellow

employees, and also affect their commitment to the organisation.

Psychological Contract

Smits (as cited in Magiure, 2001) describes a psychological contract as the
set of expectations held by the individual employee, which specifies what
the individual and the organisation expect to give to and receive from each
other in the course of their working relationship. Psychological contracts are
further defined as promises expressed, or implied, that deal with exchange
agreements between an employer and employee (Rousseau, 2004).
Historically, there existed a mutual understanding between employees and
employers (Strong, 2003). Employers expect employees to work hard and
generally do what management demand, in return, employees would
provide “good jobs” with “good pay”, offer plenty of advancement
opportunities, and virtually guarantee lifetime employment (De Meuse,
Bergman and Lester, 2001). The central premise is that employees are the
key to sustainable competitive advantage, therefore, it follows that
relationships between employers and employees are critical to ensuring
productivity and the continued release of innovation and creativity (Flood,
Turner, Ramamoorthy & Pearson, 2001).

Two major types of contracts have been common in the work place and
anchor two ends of what has been described as contractual continuum-—
transactional and relational contracts (Rosseau, 1989, as cited in Rousseau

and Wade-Benzoni, 1994). The dynamic nature of contemporary
7
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employment relations has let to an emphasis on two particular contract
terms: time frame and performance requirements (Rousseau and Wade-
Benzoni, 1994). When these two contract features are arranged in a 2 x 2
framework (Figure 1, Rousseau as cited in Rousseau and Wade-Benzoni,

1994), four types of contracts are identified:

Performance Requirements

Specific Weak
e . .
o Transaction Transitional
© 1 5
2 2
S o
L
(D]
E B _
= 2 Balance Relational
(D]
c 3 4
Q
o
@)

Figure 1: Types of psychological contracts (Rousseau as cited in Rousseau
and Wade-Benzoni, 1994)

2.1.1 Transactional Contract

Rousseau defines this contract as an employment arrangement with a
short-term or limited duration, primarily focused upon economic
exchanges; specific, narrow duties and limited worker involvement in the
organisation (Rousseau, 2000).

e Narrow/Specific —The employee is obliged to perform only a fixed or
limited set of duties, to do only what he or she is paid to do. The
employer has committed to offer the worker only limited involvement in
the organisation, little or no training or other employee development
(Rousseau, 2000).
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e Short-term — The employee has no obligation to remain with the firm;
is committed to work only for a limited time. The employer offers
employment for only a specific or limited time, and is not obliged to

future commitments (Rousseau, 2000).

2.1.2 Relational Contract

Relational contracts are presented as open-ended, less specific
agreements that establish and maintain a relationship, being based on
emotional involvement as well as financial reward (Robinson and
Rousseau, 1994).

e Stability — The employee is obligated to remain with the firm and to do
what is required to keep his/her job. The employer has committed to
offering stable wages and long-term employment (Rousseau, 2000).

e Loyalty — The employee is obligated to support the firm, manifest
loyalty and commitment to the organization’s needs and interests. Be a
good organizational citizen. The employer has committed to supporting
the well-being and interests of employees and their families
(Rousseau, 2000).

2.1.3 Balanced Contract

Balanced contracts are open arrangements with both parties contributing
to each others learning and development, conditioned on the economic
success of the employer (Sutherland and Wocke, 2008).

e External employability — Career development on the external labor
market. Employee is obligated to develop marketable skills. Employer
has committed to enhancing worker's long-term employability outside
the organization as well as within it (Rousseau, 2000).

e |Internal advancement — Career development within an internal labor

market. Employee is obligated to develop skills valued by this current
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employer. Employer has committed to creating worker career
development opportunities within the firm (Rousseau, 2000).

e Dynamic performance — Employee is obligated to successfully
perform new and more demanding goals, which can change again and
again in the future, to help the firm become and remain competitive.
Employer has committed to promote continuous learning and to help
employees successfully execute escalating performance requirements
(Rousseau, 2000).

2.1.4 Transitional Contracts

Essentially a breakdown in contracts, reflecting the absence of
commitments regarding future employment as well as little or no explicit
performance demands or contingent incentives (Rousseau and Wade-
Benzoni, 1994).

e Mistrust — Employee believes that the firm sends inconsistent and
mixed signals regarding its intentions; employee mistrusts the firm.
Employer has withheld important information from employees. Firm
mistrusts its workers (Rousseau, 2000).

e Uncertainty — Employee is uncertain regarding the nature of his or her
own obligations to the firm. Employer measures and assesses the
extent that the employee is uncertain regarding the employer’s future
commitments to him or her (Rousseau, 2000).

e Erosion - Employee expects to receive fewer future returns from his or
her contributions to the firm compared to the past; anticipates
continuing declines in the future. Employer has instituted changes that
reduce employee wages and benefits, eroding quality of work life

compared to previous years (Rousseau, 2000).
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2.2 Human Resource Management

The underlying assumption is that firm performance is influenced by human
resource practices and is supported by evidence of previous studies
(Huselid, 1995; Chang and Huang, 2003; Khatri, 2000). So, human
resource practices are themselves a strategic decision that determines
organisations’ overall performance. Hiring, compensation, and training
factors can be used to measure human resource practices (Ahmad and
Schroeder, 2003). Hiring experienced or unskilled employees affect both
product cost and quality. Whether a firm’s performance appraisals focus on
customer satisfaction or only on sales can yield distinctly different relations

with customers (Rousseau and Wade-Benzoni, 1994).

As firms become increasingly aware that people are among their most
valuable strategic assets, they are reappraising the way in which they
manage their human capital; the emphasis is shifting from personnel
management to the wider, strategic concept of human resource
management in which human resource policies and activities, including
training and development, are linked closely to business strategy
(Xirogiannis, Chytas, Glykas and Valiris, 2007). According to Ulrich (1997)
two of the ways that HR management can deliver organisational excellence
and competitive advantage are:

e By becoming a champion for employees, vigorously representing
their concerns to senior management and at the same time working
to increase employee contribution; that is, employees’ commitment
to the organisation and their ability to deliver results, and

e An agent of continuous transformation; shaping processes and a

culture that together improve an organisation’s capacity for change.
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On a general level, successful organisations share a fundamental
philosophy to value and invest in their employees (Anand, 1997; Kotter &
Hesket, 1992; Maguire, 1995; as cited in Oakland & Oakland, 2001).
Oakland and Oakland’s (2001) research further indicate that world-class
organisations value and invest in their people through the following
activities:

e strategic alignment of human resource management practices,

o effective communication,

e employee empowerment and involvement,

e training and development,

e teams and teamwork, and

e review and continuous improvement.

Human resource management also plays a vital role in employees’
retention. For organisations, the high cost of recruitment and selection
(Pfeffer, 1998), the lag and productivity loss during the induction period
(Davies, 2001), the loss of business opportunity (McCallum, 1998; Walker,
2001), and poor customer relationships (Clarke, 2001; Messmer, 2000)
have subsequently highlighted the importance of retaining committed
employees as an aspect of survival for organisations (Chew & Chan, 2008).
In response to these potential problems, many forward-thinking
organisations are striving to create a positive organisational climate in an
attempt to retain valuable employees through various human resources

management initiatives (Chew & Chan, 2008).

Some of these practices include ensuring that there is a good fit between

the employees’ values and the organisation’s values in the recruitment and

selection phase (Van Vianen, 2000; as cited in Chew & Chan, 2008),

providing equitable remuneration and performance (Boyd and Salamin,

2001; Parker and Wright, 2000), recognising efforts and the contribution
12
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made by individuals (Davies, 2001), providing opportunities for training and
career development (Wetland, 2003; as cited in Chew & Chan, 2008).
These efforts are aimed at improving human resource practices and
workplace relations and, consequently organisational performance via the

shaping of employees’ attitudes and behaviour (Whitener, 2001).

Human resources practices translate into how employee performance is
measured, the way members are trained, and whether they work

cooperatively or independently and this affects the bottom line.

Human Resource Practices and Psychological Contracts

Human resource practices shape the day-to-day behaviours of members,
and are also major mechanisms through which employees come to
understand the terms of their employment (Rousseau and Wade-Benzoni,
1994). Simply put, business strategy and employment strategy influence the
human resource practices which in turn determines psychological contracts
of employees (Aggarwal and Bhargava, 2008). Human resource practices
are proposed as one of the most potent factors determining the nature and
state of the psychological contract (Guest, 1998; Rousseau and Greller,

1994). It is believed that human resource practices send “...strong
messages to individuals regarding what the organisation expects of them
and what they can expect in return” (Rousseau, 1995) and are thus
indicative of organisation intentions. Human resource practices create
contractual and future intents that might not be explicit in the name of the
organisation through hiring practices, reward practices and developmental

activities (Rousseau, 1995).
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Guzzo and Noonan (1994) define human resource practices as
communication from employer to employee. Literature elaborates how
various human resource practices from recruitment, training, compensation
and communication are used as communication tools (Sims, 1994;
Rousseau and Greller, 1994; Lucero and Allen, 1994).

Recruitment and Selection

This is the first instance where the employee might be coming into contact
with the organisation. Therefore if the recruitment process is managed
well, it may significantly influence the employee’s attitudes and behaviour
(Kotter, 1973; as cited in Aggarwal and Bhargava, 2008). As employees
join an organisation with the belief that the latter will live up to the
promises made to them, and the employers fail to do so, the employees
perceive that their psychological contracts have been violated and may
react in ways that may go against the interest of the employers (Morrison
and Robinson, 1997).

Training and Development

The conceptual studies done prove that training and development have
become a very valued part of the employee’s psychological contract
(Martin, Staines and Pate, 1998). New work experience, interesting
assignments, expensive skill based training in line with the firm’s business
objectives and a planned career, signal an organizations intention to foster
a long-term employment relationship (Aggarwal and Bhargava, 2008).
Human resource management personnel must spend more time
discussing with trainees and their supervisors the objectives of training.
Human resource management professionals can influence the attitudes
not only by giving the required training to its employees, but also by
involving them in the need assessment phase and/or by giving them a
realistic preview/synopsis of what benefits they can expect from the

training program and how it fits their career plan (Sims, 1994).
14
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2.3.3 Pay/Reward Management

Studies on compensation have identified “pay” and “pay for performance”
as important employer obligations (Rousseau, 1990; Robinson, 1996).
Rousseau and Ho (2000), suggest that compensation and benefits that
employers provide for employees can have a major impact on their
conception of employment relationship. Therefore, organisations can
compensate employees based on the psychological contract they wish to

maintain.

2.3.4 Performance Management

The performance appraisal process involves employers setting
performance standards and providing employees with feedback about
their level of performance (Aggarwal and Bhargava, 2008). Performance
management practices in particular have been identified to play a key role
in determining employee-employer expectations (Laster and Kickul, 2001;
King, 2000). King (2000) further states that the main issue and the
greatest contribution human resource practices can make in the changing
employment scenario are in the evaluation and appraisal of employees’

performances.

2.3.5 Communication

In exposing the link between human resource practices and employee
commitment we define a firm’s human resource practices as
communications from the employer to the employee (Guzzo and Noonan,
1994). Communication from the employer to employees is what actually
links the human resources practices applied within an organisation and

the psychological contract.
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Johnson and Gardner (as cited in Suazo. et al., 2009), state that most
organizations create employee handbooks (procedures) in order to relay

information and guidelines to employees.

Rousseau (1994) summarises the Ilink between human resource and

psychological contracts:
‘Human resource practices represent a major mechanism for
implementing a firm’s strategic plan. These practices create distinct types
of relationships between employee and employer which can be
characterised as psychological contracts, that is, the belief people hold
regarding the terms of their employment relationship. These contracts
affect employees’ behaviour toward customers and fellow employees, and

also affect their commitment to the organisation”.

Literature on human resource practices as well as on a psychological contract
with employees, expressly acknowledges the need to adopt an integrated
approach to understanding the social exchange in employment relationships
(Aggarwal and Bhargava, 2008). Aggarwal and Bhargava (2008) proposed a
conceptual model, figure 2, to understand the links between human resource

practices, the psychological contract and employee attitudes and behaviour.
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Figure 2: A model of the relationship between human resource practices
and the psychological contract and their impact on employee attitudes and
behaviours (Aggarwal and Bhargava, 2008).
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Chapter 3

Research Proposition
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3 Research Proposition

The following research propositions were derived from relevant sections of

the literature review and were explored in the questionnaire (Annexure A).

3.1 Proposition 1

The four types of psychological contracts which exist across an
organisation, are:

e Relational,

e Transactional,

e Balanced, and

e Transitional.

3.2 Proposition 2

Good—excellent training and development practices are a major

requirement for establishing relational psychological contracts.

3.3 Proposition 3
A good-excellent performance appraisal practice is a major requirement for
establishing relational psychological contracts.

3.4 Proposition 4
Pay/Reward practices are a major requirement for establishing a

transactional and transitional psychological contract.

3.5 Proposition 5

An excellent communication practice is a major requirement for establishing

relational and balanced psychological contracts.
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Chapter 4
Research Methodology
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4 Proposed Research Methodology and Design

This section outlines the methodology that was used to support or dispute

the propositions stated in Chapter 3.

4.1 Research Method

As mentioned in the previous section, the aim was to verify most of the
conceptual studies done on the subject, therefore descriptive research was
done. This is research designed to describe characteristics (type of
psychological contracts) of a population or a phenomenon (Zikmund, 2003).
A survey, using a pre-tested quantitative questionnaire, was conducted
(Zikmund, 2003). The population was divided into the four types of
contracts and each groups’ characteristics (gender, age, education level,
management level) were examined. The examination of the background
information was important because it helped to identify characteristics and

factors contributing to the kind of contract established.

The second part of the research was to identify those human resource
practices, independent variables (training and development, performance
appraisals, reward and communication), that have a major influence on the

type of psychological contract - the dependent variable.

4.2 Unit of Analysis

The unit of analysis was the knowledge worker at Kumba Iron Ore Limited.
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4.3 Population of Relevance

The population of relevance consists of all knowledge workers at Kumba
Iron Ore Limited and who have been with the organisation for more than

one year. The size of the population of relevance was 936 employees.

The population of relevance had the following characteristics:

e Has a gualification (Certificated/Diploma or
Bachelor/Honours/Masters degree),

e Covers all levels within the organisation (subordinates, first-line
managers, middle managers and senior managers),

e |Involved in complex work which requires a degree of decision
making,

o Participates in performance appraisals,

e Engages in inter-functional activities

e Should be well acquainted with all of the human resource practices

The population was drawn from the organisations Enterprise Management
System (EMS) called System Application Processes (SAP). There are
variables in the system that helped in creating a sampling frame, this is the
list of elements from which a sample may be drawn as stated by Zikmund
(2003).

4.4 Sampling method and size

The questionnaire was sent to the entire population because it is quite a
small population and was hoped that it give a good idea of psychological
contracts that exist within a firm. There was no extra cost associated with
sending the questionnaires to the entire population and it helped in getting a

large sample.
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4.5 Data collection process and Design

4.5.1 Questionnaire Design

The questionnaire (Annexure A) was divided into three sections, firstly the
background information about the unit, to help with the analysis and
interpretation of the results. The second section assessed the type of
psychological contract of the sample unit and lastly, the rating of human

resource practises, as perceived by the sample unit.

The psychological contract was assessed using Rousseau’s (2008)
Psychological Contract Inventory (PCI), which has been used in several
international studies (Maharaj, 2003; Dabos & Rosseau, 2004; Hui, Lee
and Rosseau, 2004; Sutherland and Worcke, 2008). It assesses employer
and employee obligations, psychological contract transitions and
psychological contract fulfilment. There are three questions two of which
have 28 items each and the third has 16 items in the scale. The items

could not be reduced because the instrument might have lost its integrity.

The Geringer, Colette and Millimna (2002) scale on Human Resource
Management Practices was used to measure the impact of human
resource practices. There are five questions in this section each with 10

items.

Both scales used a five point scale (1- not at all, 2-to a small extent, 3-to
a moderate extent, 4-to a large extent, 5-to a very great extent). The
guestionnaire was tested for simplicity, understanding and completion time

which was about 30 minutes.
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4.5.2 Process

The method used to collect data was an electronic survey because it is

instantaneous and available 24/7. It also gives geographical flexibility as

Kumba operations are geographically spread out. There is also no

interviewer influence, anonymity of the respondent is possible, and it is not

costly, as described in Zikmund (2003).

The steps that were followed are outlined below:

a. Get emails list of population

b. Sensitise sample units about questionnaire, explaining intention of the
guestionnaire, the value it would add to the organisation and academic
community, and how long it will take to complete the questionnaire.

c. Distribute questionnaires

d. Send reminder to all after two weeks and apologise to those that have
completed the questionnaire.

e. Send final reminder five days before closure of survey.

f. Capture questionnaire data on excel

4.5.3 Data Analysis

Data analysis was performed to determine the:
e Response rate and omissions,
e Demographics of the sample,
e Type of psychological contracts that exist within the sample,
e Effects of the sample demographics on the type of psychological
contract, and
e Impact that human resource practices have on the different

psychological contracts.
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Determining the type of Psychological Contract

The questions from the questionnaire were divided into categories as in
the assessment of psychological contract, annexure B (Rousseau, 1997),
as shown below.

Table 1: Perception about Employee’s Obligation

Code | Dimension Questions
EE*1 | Short term 1,8, 15 and 22
EE2 | Loyalty 2,9, 16 and 23
EE3 | Narrow 3,10, 17 and 24

EE4 | Dynamic performance requirements 4,11, 18 and 25

EE5 | Career development — Internal market | 5, 12, 19 and 26

EE6 | Career development — External market | 6, 13, 20 and 27

EE7 | Security 7,14, 21 and 28

*EE — Employee

Table 2: Perception about Employer’s Obligation

Code | Dimension Questions

ER*1 | Short term 29, 36, 43 and 50
ER2 | Loyalty 30, 37, 44 and 51
ER3 | Narrow 31, 38, 45 and 52

ER4 | Dynamic performance requirements 32, 39, 46 and 53

ER5 | Career development — Internal market | 33, 40, 47 and 54

ER6 | Career development — External market | 34, 41, 48 and 55

ER7 | Security 35, 42, 49 and 56

*ER — Employer

25

.‘L
e
=] |

%

University of Pretona


http://www.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4
http://pdf.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4

Johannes G. Shuping

Table 3: Transitional Psychological Contract

Code | Dimension Questions

Ci No trust 57,62, 67 and 70
Cc2 Uncertainty 58, 63,68 and 71
C3 Erosion 59, 64, 69 and 72

Questions 60, 61, 65 and 66 give an overall satisfaction and commitment

level between employee and employer, as perceived by the employee.

A paired T-test was performed to determine whether there is any
significant difference at a 5% level. The aim was to test for differences

between EE and ER variables (for example del = eel — erl).

To finally determine the type of psychological contract the formula below
was used:
PC = {> (balance relational; transactional; transitional )}

Where

PC = Psychological Contract

Balance = mean (EE6,EE4,EE5,ER6,ER4,ER5)

Relational = mean (EE2,EE7,ER2,ER7)

Transactional = mean (EE1,EE3,ER1,ER3)

Transitional = mean (C1,C2,C3)

This implies that the PC of a respondent was defined by the greater mean
value between all four types, for example if the mean for balance = 3.2;
relational = 3.9; transactional = 2.8 and transitional = 3.7, then the

respondent was classified as having a relational PC.
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Determining the impact of the psychological contract on human
resource practice

ANOVA was performed. This analysis of variance was done to compare
three contracts of all human resources practices within this study. Then
Duncan’s Multiple Range test was performed to determine the mean’s of
the respondents under a particular contract for each human resource
practice.
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Chapter 5

Results
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5 Results

The research results, statistical analysis and interpretation are summarised
and presented in this chapter. Survey response rates, demographic analysis

and the corresponding results are all reviewed.

5.1 Response Rate

All employees who are part of the population of relevance were invited to

participate; this was to ensure that a large response was achieved.

Northern Cape
Gauteng 30%
35%

Limpopo
35%

Figure 3: Geographical distributions of responses

From a population of 936 , 374 employees participated in the survey and 72
responses were spoilt because they were incomplete. The response rate
from the population was 32% (302 responses) which is sufficient for
statistical analysis. The response rate was evenly distributed

geographically as shown in figure 3 above.

29

&
ALK
# -
University of Pretona


http://www.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4
http://pdf.iteksoft.com/modules.php?op=modload&name=Sections&file=index&req=viewarticle&artid=4

Johannes G. Shuping

5.1.1 Omissions
Omissions are those questions that the respondents did not complete; this

will help in determining future survey length.

Question 9, 46%
Question 14, 100%

Question 10, 69%

Question 13, 99%
Question 11, 86%

Question 12, 90%

Figure 4: Questions that were omitted (not completed) by respondents

All respondents who partially completed the questionnaires, completed all
guestions until question 8; and 46% of the respondents did not complete
qguestion 9. Figure 4 above shows the question and percentage of
respondents that did not complete a particular question from the 72 partially

completed questionnaires.
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5.2 Sample Demographics

The categories included in the respondent's demographics were age,
gender, gqualification, race, position, supervising and tenure. Respondents
were also requested to indicate in which geographical area they are
working so that the researcher could consider the effect of rural and urban
residents on the psychological contract. The distribution of the sample

across these categories is shown in the charts (Figs. 5 — 11) below.

Age
20-29
10%
50+
26%
30-39
37%
40-49
27%

Figure 5: Distribution of sample by Age

The least number of respondents (10%) are less than 30 years of age but
for the rest, the age groups are evenly distributed.
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5.2.1 Gender

Female
26%

Male
74%

Figure 6: Distribution of sample by Gender

The majority of the respondents (74%) were male which is consistent within
the mining industry and consistent with the South African knowledge

workers population samples (Strong, 2003).

5.2.2 Qualifications

Post Graduate Certificated
21% 20%

Degree

Matric or Less 15%

15%

Diploma
29%

Figure 7: Distribution of sample by Qualification

%
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Respondents seem to be evenly distributed across the qualification

categories, with those with diplomas being in the majority with 29%.

5.2.3 Race

African
19%

Coloured
8%
Indian
2%
White
71%

Figure 8: Distribution of sample by Race

Respondents are predominantly white (71%); and this is also consistent
within the mining industry population, specifically the knowledge worker
population in South Africa as identified by Chick (2001).
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5.2.4 Position
First-line
Subordinate Manage/Supervisor
31% 31%
Senior Management
15% Middle Management
23%

Figure 9: Distribution of sample by Position

The respondents are evenly distributed when it comes to their positions

within the organisation. Senior management are the lowest (15%), which is

consistent with industry norms.

5.2.5 Supervision

Not Supervising
38%

Supervising
62%

Figure 10: Distribution of sample for supervision
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The majority of the sample units have individuals reporting to them, this is
important as it gives the researcher the opportunity to have a look at the

impact of supervision on the psychological contract.

5.2.6 Tenure

Less than 2 years
9%

2-5 years

More then 20 years
15%

34%

6-10 years
11%

11-20 years
31%

Figure 11: Distribution of sample by Tenure

The majority (65%) of the sample spent more than 10 years with the
organisation and 26% of the sample have been with the organisation for

more than 5 years.
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5.3 Type of Psychological Contracts

The results for the psychological contract are divided into four categories

and then an overall overview is given.

5.3.1 Perceptions about Employee’s Obligation

Table 4 illustrates the findings of the respondents’ obligations towards the
organisation.

Table 4: Perception about Employee’s Obligation

Dimension Mean | Std | Min | Max

Dev

Balanced
Career development — External market | 2.77 | 0.90 | 1.00 | 5.00

Dynamic performance requirements 4.14 |0.55 | 2.50 | 5.00
Career development — Internal market | 4.03 | 0.63 | 1.50 | 5.00

Relational

Loyalty 4.03 |0.61 |1.75 |5.00
Security 3.66 |0.90 |1.25 | 5.00
Transactional

Short term 1.97 |0.69 | 1.00 | 4.00
Narrow 1.84 |0.66 | 1.00 | 4.25

It should be noted that the questions on short term and narrow were
negative, that is why the mean is low. The standard deviation is high in
most dimensions, implying that the data is scattered. But a significant
scattering of data is seen for career development-external markets and
security, which is an indication of inconsistency from the respondents.
Dynamic performance requirements have a low standard deviation implying

that the data is not scattered as in other variables.
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5.3.2 Perceptions about Employer’s Obligation

Table 5 shows the results on each of Rousseau’s (2000) psychological
contract dimensions regarding the employer obligations as perceived by the
employee.

Table 5: Perception about Employer’s Obligation

Dimension Mean | Std | Min | Max

Dev

Balanced
Career development — External market | 2.57 | 0.85 | 1.00 | 5.00

Dynamic performance requirements 3.30 |0.87 |1.00 | 5.00
Career development — Internal market | 3.28 | 0.90 | 1.00 | 5.00
Relational

Loyalty 3.30 |0.87 |1.25 | 5.00
Security 3.57 |0.78 | 1.50 | 5.00
Transactional

Short term 1.99 |0.72 | 1.00 | 4.75
Narrow 2.37 |0.70 | 1.00 | 4.50

As in the case of employee obligation short term and narrow are negative
guestions. The average standard deviation for employer's obligations

variables is 0.82, which implies that the data is scattered.
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5.3.3 Transitional Psychological Contract

Table 6: Transitional Psychological Contract

Johannes G. Shuping

Dimension Mean | Std | Min | Max
Dev

No trust 2.29 |0.88 | 1.00 | 5.00

Uncertainty 2.24 10.87 | 1.00 | 5.00

Erosion 2.05 |0.85|1.00 | 4.75

There is consistency between the means of these dimensions but with a

high standard deviation implying that the data is scattered.

5.3.4 Paired T-Test

Table 7: Paired t-test at a significant level of 5%.

Dimensions Employee | Employer | Difference | P-value
mean | SD* | Mean | SD

Short term 1.97 | 0.69 | 1.99 | 0.72 | -0.025 0.5809

Loyalty 4.03 | 0.61 | 3.30 | 0.87 | 0.7276 <0.0001

Narrow 1.84 | 0.66 | 2.37 | 0.70 | -0.526 <0.0001

Dynamic performance | 4.14 | 0.55 | 3.30 | 0.87 | 0.8353 <0.0001

requirements

Career development — | 4.03 | 0.63 | 3.28 | 0.90 | 0.7467 <0.0001

Internal market

Career development — | 2.77 | 0.90 | 2.56 | 0.86 | 0.1987 0.0012

External market

Security 3.66 | 0.90 | 3.57 | 0.78 | 0.0944 0.0896

*SD — Standard Deviation

If the P-value (Probability Value) is less 0.05 then it implies there is a

significant difference between the two variables at a 5% level. Loyalty,

narrow, dynamic performance requirements, career development internal
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and external markets show significant differences at the 5% level between

employee and employer obligations.

5.3.5 Type of Psychological Contracts

Table 8: Psychological Contracts

Psychological Number of Percentage
Contract Respondents

Balanced 67 22.19
Relational 208 68.87
Transactional 3 0.99
Transitional 24 7.95

The majority (69%) of the sample have relational contracts with the
organisation, followed by balanced contracts that constitute 22% of the
sample. Transitional contracts constitute about 8% of the sample, where

transactional contracts hardly exist at 1%.

Further statistical analyses are required and with three respondents it is
impossible to perform such analysis. The second largest mean happened
to put all three respondents under transitional contracts. Therefore
analysis will be done on three contract groups (balanced - 67, relational -

208 and transitional - 27).
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Gender

Table 9: Gender on the Psychological Contracts

Johannes G. Shuping

5.3.5.1 Demographic analysis on Psychological Contracts

Balanced (%) Relational (%) | Transitional (%)
Total = 67 Total = 208 Total = 27

Female 29.85 24.52 33.33

Male 70.15 75.48 66.67

Chi-sq P-value | 0.4678

There is no significant relationship between gender and type of

psychological contract at the 5% level, and the spread is relatively the

same across the type of contracts.

Supervision

Table 10: Supervision on the Psychological Contracts

Balanced (%)
Total = 67

Relational (%)
Total = 208

Transitional (%)
Total = 27

Supervising Balanced (%) Relational (%) | Transitional (%)
No 40.30 35.10 59.26

Yes 59.70 64.90 40.74

Chi-sq P-value | 0.0496

There is a significant relationship between supervision and type of
psychological contract at the 5% level, with respondents who have
balanced and relational contracts having supervisory responsibilities, while

transitional contract respondents do not.
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Tenure

Table 11: Tenure on the Psychological Contracts

Balanced (%) Relational (%) | Transitional (%)
Total = 67 Total = 208 Total = 27

0-5 years 38.81 19.32 25.93

6-10 years 16.46 8.21 22.22

11+ years 44,78 72.46 51.85

Chi-sq P-value | <0.0001

There is a significant relationship between length of tenure and type of
psychological contract at the 5% level, with the respondents with 11+ years
of service being dominant in relational and transitional contracts but in the
balanced contract a large percentage (38.81%) of the respondents falls in

the 0-5 years group.

Race

Table 12: Race on the Psychological Contracts

Balanced (%) Relational (%) | Transitional (%)
Total = 67 Total = 208 Total = 27
African 38.81 12.02 25.93
Coloured 4.48 6.73 22.22
Indian 4.48 1.44 0.00
White 52.24 79.81 51.85
Chi-sq P-value | <0.0001

There is a significant relationship at the 5% level; with whites being in the
majority in the relational contracts. But in the balanced and transitional
contracts, the Africans form 38.81% and 25.93% respectively of the

respondents.
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Position
Table 13: Position on the Psychological Contracts

Balanced (%) | Relational (%) | Transitional (%)
Total = 67 Total = 208 Total = 27
First-line manager 40.30 49.04 25.93
/Supervisor
Middle management | 34.33 32.21 37.04
Senior management | 11.94 4.81 11.11
Subordinate 13.43 13.94 25.93
Chi-sq P-value <0.0855

There is no significant relationship at the 5% level.

5.3.5.2 Combined Demographics

Table 14: Gender and Supervision on the Balanced Psychological
Contracts (67)

Gender | Supervision | No. responds. | Percentage
Female | No 9 13.44
Female | Yes 11 16.42
Male No 18 26.87
Male Yes 29 43.28

It seems as if supervision has an effect on the contract in both male and

female, as 59.7% of balanced contracts supervise others.
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Table 15: Gender and Supervision on the Relational Psychological
Contracts (207)

Gender | Supervision | No. responds. | Percentage
Female | No 25 12.07
Female | Yes 26 12.56
Male No 47 22.71
Male Yes 109 52.66

As in Table 14 above, supervisory seems to have an effect on the type of

psychological contract created.

Table 16: Gender and Supervision on the Transitional Psychological

Contracts (27)

Gender | Supervision | No. responds. | Percentage
Female | No 5 18.52
Female | Yes 4 14.81
Male No 11 40.74
Male Yes 7 25.92

Transitional contracts are dominated by respondents who are not

supervising others.
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5.3.6 Impact of Human Resource Practices on the Psychological
Contracts

Table 17: Relationship between HR practices and PC

HR Practice Balanced | Relational Transitional | ANOVA
Contracts | Contracts Contracts P-Value

Hiring 3.2015° 3.2601° 2.9185° 0.0226*

Training & | 3.5776° 3.5702° 2.9296° <0.0001*

Development

Performance 3.2904° 3.3212° 2.5960° <0.0001*

Appraisal

Pay 3.2786° 3.2345% 3.0494% 0.3142

Communication | 3.3806° 3.3517° 2.6296° <0.0001*

*Significant difference at the 5% level

Means with different superscripts differ significantly at the 5% level. There
is no significant difference between balanced and relational contracts
means. But transitional contracts differ significantly in almost all HR

practices except for pay.
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6 Discussion of Results

This chapter discusses the results in chapter 5 in terms of the propositions in
chapter 3 and the literature review. The sample and its impact or implications on

the results are discussed first.

6.1 Response Rate and Omissions

In response rates, it seems that there should be a distinction between studies
directed toward top management (CEO/MD etc.) or representatives of
organizations, and others such as rank and file, mid-level managers, or the
conventional population. For the former the norm may then be 36 + /- 13 whereas

for most other populations it may be about 60 +/- 20 (Yehuda Baruch, 1999).

Therefore a response rate of 32% in this study is acceptable within academic
studies as the population sampled was knowledge workers. The results and

interpretation thereof can be generalised to the entire population.

As mentioned in chapter 4, under the limitations, the length of the questionnaire
might have caused respondent fatigue. Of the returned questionnaires 19% were
omitted because they were incomplete, considering that if this was not the case
then the response rate could have been 40% instead of 32%. Therefore an
investigation into how far these respondents completed their questionnaires was
essential. Figure 4 shows that about 70% of these respondents ended at

guestion 9. This should give a good indication for future research on these topics.
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6.2 Sample Demographics

The sample demographics reveal some characteristics of the population which
are relevant and which should be considered when discussing and interpreting

the results.

The demographics of the sample can be viewed as representative of the South
African Knowledge workers population in the mining industry — predominantly
white (71%), male (74%) and less than 50 years (74%) (Strong, 2003). However,
there is a contradiction with regard to tenure, which Strong states as being less

than 5 years. This is also supported by Wocke and Sutherland (2008).

6.3 Psychological Contracts

6.3.1 Perception about employee obligation

The mean for career development for external marketability is 2.77 which shows
that employees do not feel the need to build contacts or skills that will enhance
their employment opportunities outside the organisation. But the respondents are
scattered as the standard deviation is 0.9, which might be an indication that there
are some respondents who feel strongly that they are preparing themselves to be

employed somewhere else.

Dynamic performance requirements have a mean of 4.14 with a standard
deviation of 0.55. The minimum value from respondents on this dimension is 2.5,
which further shows that respondent data is not scattered and this dimension has
the highest mean. Employees feel that they are obligated to perform successfully
on new and more demanding goals, in order to help the organisation become
and remain more competitive (Rousseau, 2000). They are willing to go out of

their way to ensure the success of the organisation at their own cost.
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Internal career development has a mean of 4.03 and standard deviation is 0.63,
which is also an indication that the respondents are not scattered that much. The
employees felt that it is their obligation to seek out development opportunities,

build skills and make themselves increasingly valuable to their current employer.

The majority of the employees tend to show loyalty to their employer, with a
mean of 4.03 and standard deviation of 0.61. Employees are willing to make
personal sacrifices for the organisation and will protect the image of the

organisation, because they are emotionally involved with the firm.

Employees also tend to show an obligation to stay with the organisation for a
long time and have not make plans to work anywhere else. This is evident in the
security dimension as seen on Table 4 chapter 5, where the mean is 3.66, this is
primary brought down because the standard deviation is 0.9 implying that the

data is scattered with a minimum of 1.25 and a maximum of 5.

The mean for short-term employment with the organisation is 1.97 and the
standard deviation is 0.69, showing that employees have no intention of quitting
their current jobs. The same trend is seen for the narrow dimension where the
mean is 1.84 and standard deviation is 0.66. This is an indication that employees
are prepared to have a broader job description than what is stipulated in their

contracts, for the good of the organisation.

The results in Table 4, chapter 5 show that the employee feels an obligation to

his/her employer.
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6.3.2 Perception about employer obligation

Employees’ perception about their employer obligation on career development
for external marketability is that they feel the employer is not doing enough to
help them to get external job opportunities. The mean for this dimension is 2.57
and a standard deviation of 0.85, again showing that the data is scattered as
employees differ substantially on this issue. Employees feel that the employer
does not give them job assignments or opportunities outside the firm or contacts

that can create employment opportunities elsewhere.

When considering dynamic performance requirement, the employee feels that
the employer supports him/her to attain the highest possible level of performance
within the organisation. The mean for this dimension is 3.3 with a standard
deviation of 0.87, also showing that not all employees agree with this sentiment
(min = 1 and max = 5). But the general results show that employees believe that
the employer enables them to adjust to new, challenging performance

requirements.

On the dimension of opportunity for internal development, employees perceive
the employer as granting them such opportunities. With a mean of 3.28 and
standard deviation of 0.9 it shows again that employees are not all in agreement
on this. They further believe that the employer gives them opportunity for

advancement and promotion within the organisation.

The mean for loyalty based on employee perception on employer obligation is
3.3 with a standard deviation of 0.87. This is evidence that most employees feel
that the employer shows some loyalty towards them regarding their personal
welfare. The decisions taken by the employer are believed, by the employee, to

be taken in his/her best interest.
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Employees further believe that their employment with the organisation is well
secured and that they have stable benefits for their families. The mean for
security is 3.57 with a standard deviation of 0.78, which is lower compared to the
standard deviation of other dimensions under Table 5, chapter 5. This is also
evident if one has a look at the tenure within the organisation. About 65% of the

population have been with the organisation for more than 10 years (Figure 11).

The majority of the workforce does not believe that the employer has short term
objectives for them, with a mean of 1.99 and standard deviation of 0.72 (to note
from chapter 5 that these questions were negatively asked).Generally,
employees feel that the employer has made efforts to retain them within the

organisation.

As with the security dimension, employee’s believe that the employer is involving
them in organisational matters and broadening their job specification so as to
enhance their careers. This is not as low as the above dimension but by having a
mean of 2.37 and a standard deviation of 0.7, there is also a slight indication that

not all respondents are in agreement with this.

6.3.3 Employee versus Employer Obligation

Table 7 in chapter 5 shows the results of a paired t-test at a significant level of
5%. For the first dimension for short term, there is no significant difference
between the perception of the employee and employer obligations. The
employee’s intention to stay with the organisation for the long-term is supported

with the belief that the employer intends keeping them for the long run.

On loyalty there is a significant difference that is positive, meaning that the
employee believes that they show more loyalty to the organisation, if compared

to the loyalty that the organisation shows to them.
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The other variables that show a significant difference at the 5% level is Narrow,
Dynamic performance requirements, Internal and External career development.
The employee still beliefs that they are doing more in each of these dimensions
than what the employer is doing. So from their perspective the employer can do

more in the working relationship than they are currently doing.

Again as in the case of short term employment there is no significant difference

in security from the employee and employer as perceived by employees.

6.3.4 Type of Psychological Contracts

As indicated in the literature review, there are four types of psychological
contracts namely: Balanced, Relational, Transactional and Transitional. The
results in Table 8, chapter 5, support the proposition 1 (chapter 3) that four
different psychological contracts do exist within the organisation. The majority of
the contracts are relational with 69% of the population following under this
contract, followed by balanced contracts with 22%. Only 1% of the population
have transactional contracts while the remaining 8% are transitional. As
mentioned in chapter 5, statistical analysis on transactional respondents will not
be possible because of the number of respondents. The one percent is included
in the transitional respondents because they fit into this group after transactional

contracts.

6.3.4.1 Relational Contracts

As mentioned in the literature review, relational contracts are presented as open

ended, less specific agreements that establish and maintain a relationship, being

based on emotional involvement as well as financial rewards (Robinson and

Rousseau, 1994). The two dimensions under relational contracts are
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stability/security and loyalty. With 69% of the population having established
relational contracts with the organisation, such a contract is to the benefit of both

parties.

Table 9 further shows that 75% of this group are male but this is in agreement
with the population of relevance. Supervision seems to have an influence on the
establishment of relational contracts but this cannot be concluded as the
population of relevance tend to be made up of individuals who are on a
supervisory level. But, if compared to other contracts the influence of supervisory
is evidence even in this sample group. Table 15 put further emphasis on the
effect of supervision on the relational contract, for both males and females with
supervisory responsibilities showing a higher percentage than those without

supervisory responsibility.

Table 11 shows the distribution of tenure within the relational contract with a
significant difference at the 5% level. Of the relational group 72% have spent
more than 11 years within the organisation. If this is compared to other contracts
then tenure has a significant impact in creating a relational contract. Employees
with less than five years service also show a relatively low degree of relational
contracts if compared to other contracts. This is understandable as they are still
looking for the employer they can ‘call home’. Wocke and Sutherland (2008) in
their studies on the impact of affirmative action on the psychological contract
state that some white males find it difficult to leave and have created relational
contracts with their current employees because of the fact they still have a job

with that employer (job security).

Whites are in the majority in this group more so than what the sample
demographic shows (table 12). Africans and Indians seem not to be emotionally
involved with the organisation relative to the other contracts. As mentioned

above it is easier for Previously Disadvantage Individuals (PDI), which excludes
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white males, to move from one organisation to the next. Therefore, it makes it

more difficult for PDI’s to get emotionally involved in their organisations.

6.3.4.2 Balanced Contract

The literature defines this contract as dynamic and open-ended employment
arrangements conditioned on economic success of the firm. Workers have
opportunities to develop career advantages, and both worker and firm contribute
highly to each other’s learning and development; rewards to workers are based
upon performance and contribution to the firm’s comparative advantage,
particularly in face of changing demands due to market pressure. The three
dimensions under balanced contracts are external employability, internal

advancement and dynamic performance.

About 23% of the sample have balanced contracts within the organisation. The
employer is willing to help the employee to achieve long-term employability
outside the organisation as well as within it. The employee is also required to
achieve marketable skills outside the organisation but at the same time develop

skills that are valuable to the employer.

Dynamic performances are required from the employee where they must perform
new and challenging tasks. They must also show flexibility in job specifications
because it might change as required by the environment. In support of this the
employer has committed to continuously help the employee learn and develop

new skills to help in these demanding environments.

As in the relational contracts above, supervision tends to impact on the creation
of balanced contracts in the workplace. Both Tables 10 and 14 show that
balanced contracts are more related to employees who supervise than those who

do not.
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In contrast to relational contracts, tenure does not have a significant impact on
the creation of balanced contracts. In Table 11, 0-5 years constitute 39% of the
population of balanced contracts and 11+ years constitute 45%. There is no
significant difference. This might be because of the fact that both parties
contribute to each other's learning whether it is for external or internal
employability. This fact is appealing to employees with less than five years
employment as compared to the relational contracts where security is the

emphasis.

It is interesting that Africans show a high percentage of balanced contracts as
compared to the other contracts; This is seen by the 39% of the population who
have balanced contracts, who are Africans (see Table 12). A substantial
increase, if compared to relational contracts, this is also stated in Wocke and
Sutherland (2008), that a high turnover of African managers is evident in the
work place and that it is an indication of the strong influence that a favourable
labour market place has for Africans. Again, the fact that they are not required to
train and develop skills for internal employability only, but also for external

employability, is appealing.

6.3.4.3 Transitional Contracts

Rousseau (1995) mentions that the transitional contract is not actually a
psychological contract itself, but a cognitive state reflecting the consequences of
organisational change and transitions that are at odds with a previously
established employment contracts. This is defined in chapter 2 as a breakdown
in contracts, reflecting the absence of commitments regarding future employment

as well as little or no explicit performance demands or contingency.
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Only 9% of the population tend to have a transitional contract which is relatively
low if compared to the two contracts discussed above. The dimensions that form
part of this contract are mistrust, uncertainty and erosion. The employee believes
that the employer intentionally sends mixed and wrong signals regarding their
intentions. This is evident in organisations that are closing down (Rousseau,

2004). On the other hand the employer does not trust its workers.

All this creates uncertainty in the workplace, since the employee does not know
what his/her obligations are to the employer anymore, and the same applies to
the employer. The relationship erodes as both parties expect lesser returns in the
future from each other. This relationship is beyond repair and the parties should

walk away from it (Rousseau, 2004).

Transitional employees tend to have less supervision over other workers as
compared to relational and balanced contracts. Of these employees 60% are not
supervisors (Table 10) and this also evident in Table 16 where the majority of

both males and females do not supervise under this contract.

Tenure tends to have a significant difference, where employees with 11+ years of
tenure seem to dominate the transitional contracts (51%). It is an unexpected
finding as one expects that this group of employees are to be more relational as
shown in the previous findings under relational contracts. The rationale behind
this might be that employees are very close to retirement and are preparing them
selves for leaving the organisation and planning their retirement, as 52% of

transitional employees have tenure of more than 10 years.

Race distribution also has a significant difference at the 5% level, with 52% of the
transitional employees being whites (Table 12). This factor might be influenced
by the affirmative action legislation (Wocke and Sutherland, 2008), where some

white males might feel that the employer is sending inconsistent and mixed
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signals regarding its intentions. The organisation is preaching a message of
being an employer that does not discriminate on the basis of race but at the other
hand advertises positions for Africans only, which is a contradiction to the

previous statement.

As mentioned above, supervision has a significant impact on transitional
contracts and this is further emphasised by Table 13, on positions. Employees in
first-line management and subordinates tend to make up 52% of the transitional
workers. This could imply that as they are not on high management levels, they

might feel the same frustration as subordinates.

6.4 Impact of Human Resource Practices on the Psychological
Contracts

This section discusses the findings on how different human resource practices
influence psychological contracts and the level of significance of each practice.
Table 17 in chapter 5 shows human resource practices that will be discussed and
the mean for employees under the relevant contracts related to a particular
practice. This will be discussed in detail below. Human resource practices will be
ranked on a scale of 1 — 5, with 1 having the highest impact on a psychological

contract and 5 the lowest.

6.4.1 Hiring Practices

The literature review mentions that when the hiring practice is managed well it
may significantly influence employee’s attitudes and behaviours. Hiring creates
the base to form a psychological contract with an employee, as this is the first
intervention with the potential employer. But still this is not the most influential
practice in all the psychological contracts; the level of impact differs from contract

to contract.
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Hiring practices have the least impact on balance contracts (ranked — 5) which
might be unexpected, based on what is discussed above. This does not imply
that the practice is less important for creating a balanced contract because
without a sound recruitment process the employee may not even accept
employment based on his/her recruitment experience. This practice has a mean
of 3.2015 for balanced contracts, which implies it has a moderate impact on this

contract.

On the relational contract, hiring practices are ranked fourth (4) with a mean of
3.2601. Relational and balance contracts are closely related in most instances
even if relational employees are more focused on loyalty and security compared
to balanced employees who are more career development focus. Therefore, the
same argument on balanced contracts implies here that the impact might not be
ranked that high but it still remains a significantly important practice. For
example, an organization's website and recruiters can signal the creation of a
psychological contract by using the phrase “there is a probationary period
followed by permanent employment.” The phrase sends the message that
successful completion of the probationary period may lead to long-term

employment (Arthur, 2001).

Transitional contracts show a significant difference at the 5% level from relational
and balanced contracts on hiring practices, with a mean of 2.9185. Ranked third
(3) among the human resource practices for transitional contracts, it is much
higher if compared to other contracts, implying that transitional employees find
hiring practices more important than the other two contracts, because they are

looking for a new employer.
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6.4.2 Training and Development

The literature review states that conceptual studies done prove that training and
development play a very valued part of the employee’s psychological contracts
(Martin, Staines and Pate, 1998). This is further supported by the results in Table
9, where this practice is ranked first (1) in both balanced and relational contracts,
and second (2) for transitional contracts. This finding supports proposition 2 but

should include balanced contract as well.

Relational and balanced contracts have means of 3.5776 and 3.5702
respectively, which implies that employees see training and development as

having a large impact on the respective contracts.

This finding makes sense for balanced contracts as two of its dimensions are
career development — external and internal markets. Therefore, employer’s that
want balanced employees, as described in the literature review, must invest

more in career development of employees.

But for relational contracts one might wonder why this human resource practice
is ranked first, while the dimensions for relational contracts are loyalty and
security. Relational employees might measure employee loyalty by the amount of
training and development the employer is willing to invest in them. This can also
give these employees a sense of security because they would not believe that
the employer will develop them with the intention of breaking the employment
relationship. This is further supported by Suazo, Martinez and Sandoval (2009),
who state that since organisational funds are usually limited, the expenditure of
funds for training may signal to the employee that he/she is valued by the

company and therefore likely to enjoy long-term or permanent employment.

Even if there is a significant difference between transitional employees and the

others, the ranking of training and development is still quite high (2) among
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human resource practices. The mean for transitional employees is 2.9296, a
difference of almost 0.7 from the other employees. This is an indication that
transitional employees also value career development but this relationship is
almost non existent as mentioned in the literature review. Therefore the kind of
career development amongst transitional employees will be more focussed for
the external market, implying that these employees value career development to

prepare them for employment with another employer.

6.4.3 Performance Appraisal

This is the process as explained in the literature review that in particular has
been identified to play a key role in determining employee-employer
expectations. It is not surprising that this practice is ranked third (3) in both
relational and balanced contracts with means of about 3.3 in both contracts, and

ranked the least (5) in transitional contracts with a mean of 2.5960.

Being ranked third for both relational and balance contracts shows the important
role that performance appraisal plays in creating these contracts. This is because
it has a direct influence on other practices. The feedback that an employee
receives from the performance appraisal process, whether it is positive or
negative, can have a profound impact on an employee's psychological contract
as it is directly related to the terms and conditions of employment (e.g., pay,
promotions, training opportunities) (Suazo et al., 2009). This finding supports
proposition 3 that good-excellent performance appraisal practices are a major
requirement for establishing relational psychological contracts and it is also true

for balanced contracts.

Transitional contracts find performance appraisal as having the minimal impact
on the relationship. This is influenced by the three dimensions as discussed in

the literature review: mistrust — that the employer will deliver on what is in the
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contract, uncertainty — regarding his/her own obligations to the firm and erosion —
employees expect to receive fewer future returns. Based on this, transitional
contract holders do not see the value in performance appraisal as it will not

benefit them as compared to relational and balanced contract holders.

6.4.4 Pay

The literature review states that pay is an important employer obligation that can
have a major impact on the conception of employment relationship. Transitional
contract holders view pay as having the major impact (ranked — 1) among other
human resource practices, with a mean of 3.0494. While relational contract
holders perceive it as the least important (5) practice and balanced contract
holders ranks it fourth (4), with means of 3.2345 and 3.2786 respectively. This
finding supports proposition 4 that pay practices are a major requirement for

establishing transactional and transitional psychological contracts.

The relation contract’s dimensions of stability addresses pay issues within the
relational contract because employee’s believe that the employer is committed to
offering stable wages and long-term employment as stated in the literature
review. The other dimension discussed in the literature review for relational
workers is that of loyalty, implying that the employer has committed to supporting
the well-being and interest of employees and their families. Based on this,
relational workers would not rank pay high because it is implicitly implied within

the relation contract.

Sauzo et al. (2009) state that the compensation systems that create
psychological contracts are often implicit by nature and gives the following
examples: (1) Pay incentives such as merit pay increases may send the signal

that the employee has stable or long term employment with the organization; (2)
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Benefits such as retirement health insurance may send signals that an employee

is valued by the organization and therefore can expect long term employment.

As in the case of relational employees, balanced employees also perceive pay
practices as implicitly implied. But they see it from a career development
perspective that if the employer is willing to spend on their training they will be

willing to compensate them accordingly.

In contrast to the above, transitional employees value pay as the most important
human resource factor. Rousseau (2004) describes these workers as tending to
perform in ways consistent with the contributions they are paid to make. He
further states that they tend to seek employment elsewhere if employers fail to
live up to their agreement. These employees know that their employment is not
guaranteed and they may believe that by maximizing current pay it will give them

something on which to survive if the employment relationship is terminated.

This is the only practice that does not show a significant difference between
transitional and the other two contracts, but they are ranked in the extreme
opposite side of the rankings, that is low for balanced and relational but high for

transitional contracts.

6.4.5 Communication

This is defined in the literature review as the vehicle that drives the link between
human resource practices and psychological contracts. Both relation and
balanced workers ranks communication as the second (2) most important
practices in creating these contracts. Relational and Balanced contracts have
means of 3.3517 and 3.3806 respectively. Transitional employees rank it fourth,
meaning it is the second least important practice for them, with a mean of
2.6296.
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Relational workers have an emotional relationship with the organisation,
therefore they expect to be a representative of the organisation and create a
positive image for the organisation. They are personally involved with the
organisation and know that the organisation is also concerned for their well
being. Therefore regular communications on matters concerning the organisation

or the employee are crucial for these relationships.

Balanced employees believe in career development, therefore communication of
policies or changes in policies are important to determine their future career
plans. These employees are willing to accept new and challenging demands for
the well being of the organisation therefore feedback on organisational

performance is important to them.

In contrast to the above, transitional employees do not trust the employer so any
communication is viewed as intentionally trying to mislead employees. These are
employees that view procedures and policies in a negative manner or with
intentions to limit employee’s freedom. Communicating to these employees will

not benefit the organisation as the relationship is sadly beyond repair.
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6.5 Ranking of Human Resource Practices in order of Intended
Psychological Contract

Based on the findings in Table 17 and the discussion in section 6.3, Table 18,
below shows the human resource practice in order of importance for creating a

specific psychological contract.

Table 18: Human resource practices in order of priority for creating specific
psychological contracts.

Priority | Relational Balanced Transitional
1 Training and Training and Pay
development development
2 Communication Communication Training and
development
3 Performance Performance Appraisal | Hiring
Appraisal
4 Hiring Pay Communication
Pay Hiring Performance
Appraisal

It is mentioned in the discussion in section 6.3 that human resource practices are
not completely exclusive of each other. For example, performance appraisal has
a direct impact on career development plans and pay, so the above rankings of
human resources practices in order to determine a specific psychological

contract ,is not a step by step process to be followed.
But it is a tool to help the employer to move employees from a particular contract

to another and also to determine where to put organisational resources in a

particular situation. Human resource practices are not exclusive of each other.
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7 Conclusion

Based on the literature review, prior conceptual studies had being performed on
the relationship between human resource practices and psychological contracts.
The literature review further outlined the key human resources practices that are
essential in helping to implement the strategy of an organisation. The type of
psychological contracts were also stipulated and discussed in detail. It also
emphasised the perceived relationship between human resource practices and
psychological contracts. The findings in chapter 5 and the discussions in chapter
6 are based on empirical data that support these conceptual studies and further
contributes to how human resource practices impact on the different

psychological contracts.

7.1 Psychological Contracts

The population perceive itself as doing more than what is required from them by
the organisation, but perceive the employer as contributing lesser when it comes
to meeting its own obligations. Therefore, as an employer it is important to realise
that the initiative that you undertake might not be perceived as adequate, so

employers must try to go the extra mile.

As stated by Rousseau (1994) there are four types of psychological contracts,
and the research supported these previous findings. The type of contracts within
an organisation would differ from organisation to organisation based on
contributing factors such as culture and human resource practices (Rousseau,
1994). The psychological contracts within the population are skewed towards the
relational and balanced psychological contract, implying that an emotional
relationship exists between employees and the employer. In such a population,
managers must be careful during layoffs because survivors of corporate layoffs,
managers and employees alike, need to recognise their feelings of anger, fear,
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guilt, depression and trust, while ignoring these issues can result in a serious

case of layoff survivor sickness (Noer, 1995).

The research findings show that supervision and tenure are important attributes
toward establishing relational psychological contracts. Therefore it is important
for organisations to establish individual development programs to train and finally

promote employees to supervisory levels.

It further shows that there are fewer Previously Disadvantage Individuals (PDI) in
relational contracts within an organisation. This is because of the lack of external
development within a relational contract. The employer should consider allowing
PDI's the opportunity to develop for an opportunity outside the organisation, in

order to establish relational contracts. This will also help in retaining them.

Balanced psychological contracts also show a significant influence through
supervision but none by tenure as compared to the relational contract. Africans
show a high percentage of balanced contracts, which is mainly attributed by
having both the opportunity for career development, internally and externally.
Wocke and Sutherland (2008) contribute this to the favourable market conditions
that allow for mobility within and outside the organisation. In order to move
balanced employees from balanced to relational contracts, the employer must

consider giving PDI’s the opportunity of taking up supervisory positions.

Transactional contracts are the least within the population mainly because of the
environment, and not much analysis was done on these types of employees.
Transitional psychological contracts form a very small percentage of the
population. These employees do not hold supervisory positions within the
organisation. Employees with a higher tenure dominate the transitional contracts
as compared to those less than five years. Transitional employees are dominated

by whites, which is an indication of affirmative action legislation within South
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Africa (Sutherland and Wocke, 2008). Organisational hierarchy influences
transitional employees because the majority of them are within the bottom
segment of the organisational structure. To move employees away from this

contract, the employer must invest in career development for these employees.

7.2 Impact of Human Resource Practices on Psychological

Contracts

Relational psychological contracts are what most employers with a long-term
perspective wish to create among its employees. Training and development has
the highest impact on creating this type of contract. This is because other human
resources practices are perceived by employees as implied based on the amount
of investment the employer is willing to invest on training and development of its

employees.

Communication has the second highest impact on creating relational
psychological contracts within an organisation. It is not surprising because this is
the start of many contracts and expectations are created through communication.
It should not be taken as verbal communication only but also communication
through procedures and practices within an organisation (Suazo. et al., 2009).
These may include employment benefits that are communicated and

implemented within the organisation.

Performance appraisal comes third in impacting on relational psychological
contracts, which is also used to facilitate communication (Schraeder, Becton and
Portis, 2007) This tool is used to set certain expectations from the employer with
regard to the employee obligations and the employee also has some

expectations on meeting those obligations. It can also be used to enhance
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employee focus by promoting trust (Schraeder. et al., 2007), and thus can be

used to move employee from a balanced to a relational contract.

Hiring practices are fourth on impacting on creating relational contracts followed
by pay. Hiring practices are an implied procedure that relational employees
believe that the employer will not train and develop its employees without having
intentions of promoting them (Sauzo et al., 2009). Pay is the least important for
relational employees because it is an offset of a good-excellent performance
appraisal procedure within an organisation and also implicit. This means that the
employer must have an effective recruitment and selection process but does not
have to invest heavily in it. Tulgan (2001) suggests that employers should ensure
employability via ongoing training and development, therefore avoiding employee

turnover and the need for excessive hiring within the organisation.

Balanced psychological contract holders are similar to relational employees but
only differ when it comes to pay. Pay has the fourth impact on creating balanced
contracts, as mentioned that PDI’s have a higher percentage on this contract if
compared to others. The findings support that hiring practices is not a major
issue because of favourable market conditions for these employees (Sutherland
and Wocke, 2008).

Transitional and transactional psychological contract holders are completely the
opposite of relational and balanced employees. The human resource practice
with the highest impact on transitional employees is pay; remember this has the
least impact on relational employees. Transitional employees have no trust in

the employer and are only with the organisation for their benefit.

Training and development hold the second place on impact on creating

transitional contracts, but as compared to balanced and relational employees,
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they see training as a means of empowering oneself for employment with

another employer.

The model below shows the impact of human resource practices on the different
psychological contracts. As the relationship with the employer improves (moving
up the steps) more investment is required on the upper blocks. This will translate
in organisational performance improvement (Aggarwal and Bhargava, 2008). It
can be used as a guide by organisations on using human resource practices to

allocate resources.

Relational

Communication

Performance
Appraisal

<3]rganisational Performanc>

Transitional

Figure 12: Human Resource (HR) Impact on the Psychological Contract (PC)
Model

The finding shows that when the employer’s invests in training and development
it communicates a sound performance appraisal procedure that will develop the
employee for hiring/promotion, meaning a better pay — this is the establishment

of a relational psychological contract.
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7.3 Limitations in the Research and Recommendations

The following limitations, identified in this study, should be considered in future

research:

a. The research was performed within a single organisation, and even if all
four psychological contracts are present it does not give a clear
perspective of different environments (cultures). But the findings can still
be used in other organisations, especially on the three type of
psychological contracts studied in detail. The research can also be used

as a case study.

b. Itis further limited to the mining sector which has different demographics if
compared to other sectors. This makes it difficult to extrapolate the
findings across all industries. It should also be remembered that the
dimensions of the different types of contracts do not change with industry,

so some learnings can be extrapolated across.

c. The percentage distribution across the four contracts was not the same
which makes it difficult to compare proportionately. But the impact of
human resources practices on the psychological contract is not affected;

only the demographics such as supervisory might be distorted.
d. The research only focused on knowledge workers and might not be a

representation of collar workers. Therefore the findings cannot be

extrapolated across the entire work force.
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e. The length of the questionnaire created fatigue, which must be considered
for future studies using the psychological contract inventory (Rousseau,
2008). Shorter questionnaires that examine the psychological contract
should be used for future studies.

Based on these limitations it is recommended that further research is done which
includes all industries and an equal number of employees per contract type are
analysed. Also a similar study will be beneficial for organisations if it is performed

on collar workers.

7.4 Summary

The research findings, with its limitations, can still be used to help organisations
understand the impact of human resource practices. It further supports the
conceptual findings done in the past but with more empirical data. Organisations
can allocate resources according to the HR Impact on the PC Model, depending

on the relationship that the organisation wishes to establish with an employee(s).

As discussed within this document, there is a relationship between human
resources practices which must not be ignored during implementation. Finally,
this research creates an environment for further research and debates within the

academic and business environments.
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