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Abstract 

This paper considers the relationships between the psychological contract and the organisational 

change. In this study we try to explore the concept of “Topic” in a holistic context. The main 

focus of the research is on “Topic” and its relation with “Subtopic”. The research also analyzes 

many aspects of “topic” and tries to gauge its effect on “subtopic”. Finally the research describes 

various factors which are responsible for “topic” and tries to describe the overall effect of 

“Topic” on “Subtopic”. 

 

Introduction  

Organisational change 

Change in organisations is difficult because of two built-in forms of resistance to such 

change. First, organisations, particularly those in the differentiation phase are not meant to 

change. It is expected that they will continue, irrespective of the comings and goings of 

individual members. Second, the Individuals themselves may be unaware of the changes that are 

taking place in the rest of the organisation, and hence the need for themselves to change.  

These two factors mean that there is often considerable inertia in the system. If you refer 

back to the animal mascot you chose for your own organisation (in the previous chapter), you 

may find that resistance, or slowness in reacting to change is a characteristic of the animal. (It 

may even go as far as the dinosaur which, of course, became extinct.) This Issue of resistance to 

change, and how to overcome it, will be considered later in this chapter. However, before we get 

into the detail you might like to try the following exercise, which may give you some insight into 

your own processes of learning and change. 

Considerable organisational change takes place when an organisation transforms its 

general strategy for sensation and adds or removes a major section or practice. Organisational 

change is defined as the adaptability of organisations to the various transformations suffered by 
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the environment or external, through learning. The changes are caused by the interaction force, 

they are classified as:  

• Internal changes come within the organisation emerge from the analysis of behaviour 

organisational and presented as alternative solutions, representing conditions of equilibrium, 

creating the need for a structural change, are an example of these technological adaptations, 

changing strategies, methodological, policy changes, etc. (Verburg, 1999, pp. 391–410)  

• External changes come from outside the organisation, creating the need for changes 

of internal order, are examples of this force. The government decrees, the standards of quality, 

limitations on the environment both physical and economic. 

 

Psychological contract  

The psychological contract acts as a good concept for those considering implementation 

and leading change. As opposed to the tangible written employment contract which lists formal 

expectations, payment, working hours and other role specific requirements, the psychological 

contract is a non tangible, informal agreement between the employee and employer, which 

almost works at the subconscious level, if you like. 

Many of the alterations that result in forces, not always bring a result of a structural 

change, like change of paint from the factory, exchange office. Organisation witnessed the 

changes are generated during psychological contract change and its effects. Another factor to 

consider is the changes give rise to a new behaviour that must have character of permanence that 

might be in the presence of a reflex, expressed above to bring up the learning. (Viteles, 2002, pp. 

45-71) Any change must go hand in hand with learning is the relationship that many authors 

believe that change and learning are synonymous words, organisation believe that learning is any 

change permanent in behaviour that occurs as a product of the interaction of experience. The 

changes should be permanent; otherwise it could have been caused by an instinct.  

Organisational Changes are arising from the need to break the balance, which becomes a 

much more out financially in this transformation process. As noted first, the forces must break 

the balance, interacting with other forces try to resist (resistance to change) why, when, and 

where organisation is considering changing? It must involve a set of tasks to try to minimise this 

interaction of forces. (Viteles, 2002, pp. 45-71)  
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Linking change to psychological contract  

It essentially refers to the mutual expectations people have of one another in a 

relationship, and how these expectations change and impact our behaviour over time. It covers 

the things the employee gains from the job and the things he/she expects to provide in return. 

Important benefits might come in the form to be able to work on one’s own initiative; to make 

decisions; the opportunity to use certain skills; the ability to work in a good team; to build 

relationships with other functions or customers. The list can be endless. 

It is up to the Manager of change to recognise these elements of the contract and 

understand the impact they will have during and after the organisational change program, 

working on trying to ‘rebalancing’ and shift this contract to a new level of acceptance. 

The change Leader must understand them and then embark on a pursuit to communicate 

the new vision of change clearly; involve active participation during change and up skill them 

through a range of training programs. The aim is to reduce the barriers as best one can, 

addressing the ‘rebalance’ and developing a new intangible contract for the new way of working. 

When something changes in a person’s life, this change may effectively be taking 

something away from them in their psychological contract, which they hold in high regard. This 

act then creates feelings of resentment and resistance. 

For example, a Supervisor running a production cell has just been told that the work that 

his cell produces is being manufactured elsewhere in another country. His manager has told him 

that he still has a job, but it will change to a non supervisory status and more of an operator role 

in a larger production cell elsewhere in the same plant. 

What impact would this have on his psychological contract? If this Supervisor values 

autonomy and the ability to make decisions as a leader of a team, then sure – this change could 

have massive negative effects and will upset his ‘balance’ in terms of what he holds as value.  

 

Literature Review  

Organisational change can take place at three levels - individual, group or team, and 

organisational. Individual change is really the basis for all change. Unless individuals change in 

some way, nothing changes. At management levels, management development programmes are 

the major method by which such change is encouraged. The focus is often on developing the 

skills the person needs to cope with their present job, but it may also include the development of 
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skills for the future. If any wider programme of organisational change is planned. It will need to 

include plans for individual change.  

The term ‘psychological contract’ is something of a contradiction. If we have a contract 

with someone, this refers to a precise and legally binding arrangement we have with a person or 

an organisation involving the exchange of money for an object or a service. Exam pies of this are 

when we contract to buy a house, fly with an airline or sign up for a new credit card. This is 

completely different from something psychological which relates to oar mind and therefore is 

intangible — such as the picture we have in our heads about an experience or a forthcoming 

event, or the feelings we have towards another person.  

The psychological contract essential))’ refers to the mutual expectations people have of 

one another in a relationship, and how these expectations change and impact our behaviour over 

time. The term is currently used mainly to describe the expectations an employee has of the 

organisation and the expectations the organisation has of the employee. But the idea could apply 

to any relationship; for example to a wife’s expectations of her husband and a husband’s 

expectations of his wife. We will look at the different academic definitions ‘of the psychological 

contract later in this chapter. 

How a training programme, or any other individual change programme, is set up will 

depend on the assumptions that the organizer holds about how people learn. These same 

assumptions are also fundamental to the strategy taken for any other level of change, so they are 

worth examining in relation to their implications for the design of change interventions. There 

are broadly three sets of assumptions about learning, on which social scientists tend to work.  

Several studies have found that the perception of contract fulfilment, like that of contract 

breach/violation, is a significant predictor of employee attitudes and behaviours. Nevertheless, as 

we illustrate below, findings across studies tend to differ on (1) whether contract breach/ 

violation or fulfilment is a stronger predictor of individual reactions and (2) whether the two 

occupy opposite ends of the same continuum or are actually two separate dimensions. 

Research by Coyle-Shapiro and Kessler (2000) on a sample of British public sector 

employees found that contract fulfilment, the extent to which the other party has met promises of 

inducements made within one's psychological contract, was positively related to employees' 

affective organisational commitment and self-reported organisational citizenship behaviour. 

Conway and Briner (2002) used a diary-keeping methodology to investigate the frequency of 
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perceived contract breaches, fulfilment, and—one step higher than fulfilment— incidences of 

exceeding promises as well as employees' emotional reactions to these states. Their findings 

revealed that contract breaches and exceeded promises both occurred frequently, with some 69% 

of their 45-person sample reporting at least one breach over the 10-day study period and 62% 

reporting at least one case where the inducements received from the organisation exceeded what 

had been promised. Breaches were more likely to evoke feelings of betrayal than hurt from 

contract holders, while exceeded promises were more likely to yield feelings of self-worth than 

surprise. Breaches had a stronger effect on participants' moods than did exceeded promises.  

The word change has become familiar in the most diverse organisations and has become 

a protagonist of business activity. Today, the paradigm seems to be "who does not adapt to 

change will die in the way." There is consensus that change is a reality that affects strongly, in 

fact the only thing solid to hold which is possible, it is certain that whatever happens today, 

you've already changed the next day. (Veen, 1998, pp. 5–38)  

Many people have put forward ideas for changing culture to make an organisation more 

productive and generate increased profits. While we do not need to cover many of these 

approaches a summary of some of the more powerful and practical ideas will provide a helpful 

context which influenced our approach to implementing culture change in Royal Mail Sales. 

The general atmosphere that surrounds the organisation, this continuous movement is 

dynamic and requires a high capacity to adapt to survive. They must cope with an unstable 

environment of constant change. Thus, to survive and compete have to adapt to change quickly 

and effectively. The changes organisation make will affect to some extent the relations of power, 

stability and satisfaction of individual roles within the organisation. (Tannenbaum, 2007, pp. 

200–214)  
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At the time the recently created notion of the psychological contract meant nothing to me. 

But with hindsight it is realised that this conversation was a wonderful illustration of the way 

people in personnel (as HR was then called) promote and reinforce the psychological contract or 

personal deal. In this particular case my colleague assumed that having joined what was then a 

blue- chip company I would, of course, want to spend my entire working life with the 

organisation. It was taken for granted that such an established company would continue to thrive 

and that, providing I played my part, that 1 would naturally want to continue in employment until 

I retired.  

This process can consciously, but it is very difficult to anticipate the effects of changes, 

organisation can choose to clear the direction they provide. A well-conducted process of change 

involves making a personal transformation that makes the man should be more alert, more 

flexible and therefore often has to initiate an analysis of internal review and self-knowledge. In 

this change as a process of lifelong learning, senior management should be involved in 

organisation’s response capability. An important aspect to consider is the natural tendency of 

people to resist change. Organisation must create and develop an attitude and openness to 

change, a culture that can accommodate good initiatives, and discard the bad. Organisational 
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changes should not be left to chance, or the inertia of habit, less improvisation, should be 

properly planned. (Tannenbaum, 2007, pp. 200–214)  

In the realm of organisational development theory and practice, Cooperrider and 

Srivastva (1987) questioned a fundamental premise of action research, arguing that the 

behavioural sciences had ignored the potential to tap the “generative capacity” of theory. 

Inspired by humanistic psychology, they stated: 

If organisation acknowledges Abraham Maslow's (1968) admonition that true science 

begins and ends in wonder, then organisation immediately shed light on why action research has 

failed to produce innovative theory capable of inspiring the imagination, commitment, and 

passionate dialogue required for consensual re-ordering of social conduct. (Thierry, 1998, pp. 

253–289)  

They went on to develop a new organisational development intervention method, 

“appreciative inquiry,” in what amounts to an alternative to the traditional problem-

finding/problem-solving orientation of the action research method. However, it is argued that 

appreciative inquiry is not just another organisational development method or technique but 

rather is more akin to a “mode of inquiry” that is oriented to eliciting fresh and imaginative 

possibilities for organizing or, in their words, “images of what might be.” Their approach, which 

pays a great deal of attention to the socially constructed nature of organized meanings, could be 

seen as an emergent process of dialogical “self-system actualisation.” (Thierry, 1998, pp. 253–

289)  

 

The process of change  

The change process consists basically of three stages.  

• Data collection: determining the nature and availability of necessary data and 

methods used for collection in the organisation. It includes techniques and methods for 

describing the organisational system, the relationships between its elements and ways to identify 

problems and key issues. 

• Organisational diagnosis: analysis of data collected is passed to the interpretation 

and diagnosis. Concerns are to identify problems, their consequences, establish priorities and 

objectives. 
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• Action: what is selected the most appropriate intervention to solve a particular 

organisational problem. This is not the final stage of the process of change, as this stage is 

continuous and can facilitate the process on a continuous basis. (Smith, 1996, pp. 322–338)  

 

Rationale for change  

Today organisational change is the cornerstone of continuous improvement of 

organisations. The change is the phenomenon by which the future invades organisation’s lives 

and should watch carefully from the vantage point of individuals who live, breathe and 

experience. 

People spend their lives waiting for things to change, to the people around them change 

as everything fits your way of being and thinking. But employees can assume the role of leaders 

in a process of change and create a shared vision that will mobilize the organisation and its 

human resources in the process of change. The mission of generating capacity for change is part 

of the ongoing self-education, to learn and unlearn and to help others learn. Learning is change 

and the starting point is education. 

 

Organisational culture and change  

The trends that guide the development of the contemporary world determine the changes, 

that is, the new attitudes in companies, such as the globalisation of the economy, environmental 

awareness, accelerating privatisation, strategic alliances and technological progress, make up an 

unavoidable set of conditions that affect organisations. (Elkington, 2008) The strategy that best 

interprets the responses to the demands of the changing and complex environment is summarized 

in competitiveness. 

Within the framework described above, these are all management strategies should take 

to achieving success in reaching the objectives set out along the lines predetermined by the 

vision of the organisation. Changing the culture involves a modification of a state, a condition or 

situation. Feature is a transformation, a change of dimensions or aspects more or less significant. 

The current picture of the organisations is presented and full of radical changes at a rate 

unprecedented in human history. (Kroeber, 1998, pp. 582–583)  

Organisations remain to be competitive in the pursuit of excellence through the 

acquisition of new knowledge that will enable them to keep pace with the environment. It's the 
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nature of organisations, they change over time and, therefore, managers, by definition, must be 

trying to manage change with a proactive vision. According to the above, the very survival of an 

organisation may depend on how the culture adapts to an environment of rapid change. It make a 

commitment to know the degree integration and diversification of skills, so organisation can, use 

the tools to structure an adequate portfolio of products and / or services. (Elkington, 2008)  

 

Organisational change to improve competitiveness  

The new scenario they are subject organisations, are hasty changes that demand high 

flexibility and adaptability to the demands of their environment. In this sense, be understood as 

challenges permanent changes could ensure the success or failure of an organisation. It is 

therefore of great importance for companies to know the degree of maturity and readiness to take 

the time to deal with change. A positive experience is given when it reflects the acceptance by 

employees of new policies, positive attitude towards innovation and success in previous cases. 

(Kroeber, 1998, pp. 582–583)  

A key to the acceptance of cultural change is communication. The transmission of values, 

beliefs through effective communication processes. Clarity of expectations is related to opening 

communication regarding the subject at all levels of the organisation, and relevant and timely 

information on the process of change to be implemented. For many organisations, an 

organisational change management also means moving from a traditional culture in which 

prevailing bureaucratic style, motivational and values for power and affiliation, and a climate of 

conformity to a culture of performance, which may provide new ideas people can take calculated 

risks and is encouraged to set challenging goals, through the recognition of merit and excellent 

results. (Hechy, 2008, p. 163–173)  

An analysis of the human side of change process to adapt to a more competitive 

environment, organisation may assume that the organisational arrangement, the team and the 

implementation process of change, fundamentally oriented personal characteristics require doing 

a job better and better, standards of excellence that will increase productivity and organisational 

effectiveness. In other words, it is essential that people possess a range of skills directly related 

to excellence in their respective areas of responsibilities, to ensure greater competitiveness. 

(Hechy, 2008, p. 163–173)  
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Global context of change process 

Globalisation is seen as a change process to reduce costs and develop products, creating 

greater competitiveness in foreign and domestic markets. Globalisation requires a dramatic 

change in the national approach to employment, development and management principle. 

Globalisation is characterized by joint ventures between industrial conglomerates, is that 

managers are alert when recruiting, selecting qualified people, which becomes the driving force 

behind the organisation to achieve the objectives also provided by the initiative, determination 

and commitment that make the organisation successful. (Hechy, 2008, p. 163–173)  

Today more than ever, organisations need to be generating learning in order to train and 

develop capabilities to capitalize on knowledge. This premise has recently become a competitive 

advantage, coupled with the survival of the organisation in a highly changeable. 

The globalisation of markets, increased competition, rapid development and increasing 

technological and demographic trends and demands of the labour force, force organisations to 

rethink and reconsider, in new perspectives on human development. To get the process of change 

in humans from the individual levels to the institutional leadership is needed that takes into 

account the cognitive, emotional and behavioural organisation that lead to a real transformation. 

(Hechy, 2008, p. 163–173)  

Finally, the image and thought of the leader are essential to give direction to the change 

process to achieve consistency in the team and consistency in the decisions that will make an 

organisation more competitive in a market economy, where everyone must have the same 

opportunities and the same risks. (Leavitt, 2000, pp. 41-49)  

 

Manager’s role in change process  

Before a process of organisational change or conversion of attitudes, the role of the 

manager should be to lead the change itself, becoming a visionary, a strategist and an excellent 

communicator and inspiring of all aspects involving the organisation, since that this process, by 

its magnitude, is only achieved with the commitment of the management team and entire 

organisation as a whole, becoming more important to think first convert the manager as if it has 

under him a team ready change and do not feel committed to it, that change will not happen as a 

result of passive resistance (the one in which support changes in word, but is not part of them. 

(Leavitt, 2000, pp. 41-49)  
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Psychological contract change and its effects  

A psychological contract change and its effects is the set of human resource management 

(HRM) policies and practices as well as management actions that serve to direct 

employees during their tenure with an organisation (Sonnenfeld & Peiperl, 1988). As in the 

extant HRM literature, generally, much of the theorizing around psychological contract change 

and its effects has focused primarily on content or the practices contained within organisational 

psychological contract change and its effects (Bowen & Ostroff, 2004). However, as suggested 

in the opening quote from Cappelli, changes in the external environment and the corresponding 

firm strategy cause firms to alter the objective nature of the employment exchange and, 

subsequently, the composition of psychological contract change and its effects. Therefore, our 

review of the literature in this section examines two conceptual models: (1) Sonnenfeld and 

Peiperl's (1988) strategic response typology and (2) Lepak and Snell's (1999) HR architecture. In 

the following paragraphs, we describe each model, note its basic components and the purpose it 

seems to serve for organisations, review recent research testing model validity, and where 

possible, propose its effect on employees' psychological contracts. 

 

Psychological contract change and its effects  

Although many psychological contract change and its effects models appear in the 

research literature (e.g., Gunz, 1989; Von Glinow, Driver, Brousseau, & Prince, 1983), mindful 

of space limitations we chose to focus on two that best reflect the current marketplace for labour. 

The strategic response typology of psychological contract change and its effects 

(Sonnenfeld & Peiperl, 1988; Sonnenfeld, Peiperl, & Kotter, 1988) reflects an organisation's 

beliefs, policies, and plans concerning two important HRM processes: supply flow and 

assignment flow. Supply flow describes the extent to which firms hire new employees at levels 

above entry level or rely on internal development and succession. Assignment flow describes the 

extent to which the organisation focuses on individual versus team/group contributions. The 

combination of these two processes yields four different types of psychological contract change 

and its effects that are aligned with firms' larger competitive strategy to survive and thrive in the 

existing marketplace.  
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Club psychological contract change and its effects are found in organisations that are 

striving to defend their market positions rather than to enhance them. Such firms are often 

protected by legislation or favourable monopolistic conditions, and as a result, clubs stress job 

security and their employees often see themselves as pursuing a mission that contributes to the 

greater public good, believing that fulfilling the firm's mission is more important than market 

concerns. There is often upward career mobility based on seniority and organisational 

contributions rather than individual job achievement. Because clubs rely extensively on staffing 

from within, employees tend to enter in early career and remain throughout their work life. 

Learning and development occur primarily on the job, and employees become generalists 

who move slowly upward along a structured path. Thus, employees develop firm-specific 

knowledge and intense loyalty to their organisation, and many HRM practices support the 

internal flow of people. An excellent example of this psychological contract change and its 

effects type is provided by United Parcel Service in the 1980s, as seen from this quote from 

its employee handbook cited in Sonnenfeld et al. (1988): 

We Promote From Within. Whenever possible, we fill managerial positions from our 

ranks … We fill a vacancy from the outside only when we cannot locate one of our own people 

who has the capacity or … skills … which may be required. (p. 370) 

More significant still art’ employees who having found what they believed was their 

career niche — whether at management, professional or orator level — find that their future 

becomes totally insecure. This may be because the jobs or career path they pursued are no longer 

appropriate or even exist in the economy. Examples in the UK are jobs such us printer or coal 

miner changing technology or fuel economics have eliminated these job. And in the second case 

even the organisations where these jobs existed have disappeared. The demise of Rover in 2005 

as the last UK owned mass car manufacturer has seen the elimination of what 40 years ago was a 

major employment sector in the UK.  

Changes In the psychological contracts of hurricane proportions are arising as a result of 

business pressures. Dramatic changes in the global economy include the development of low-

cost, high-quality manufacturing and now also services in China and India, are accompanied by 

ever-faster changes in technology, liberalities of markets and changing consumer expectations. 

As organisations art’ pushed to innovate increase market and customer responsiveness and 

reduce costs, they are being forced to bring about equally dramatic changes in work practices 
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and in turn employee behaviour. The impact and nature of the changes are described well by 

Hamel when he says:  

We now stand on the threshold of’ a new a’’ — the age of revolution. In our minds we 

know the new age has already arrived; in our bellies we're not sure we like it....,. For change has 

changed. 

Our literature review identified only one direct and one indirect empirical test of the 

Sonnenfeld and Peiperl (1988) typology. Baruch and Peiperl (2003) conducted the direct test that 

examined the level of support for the two dimensions of supply flow and assignment flow, while 

also attempting to verify the four proposed quadrant archetypes—namely, academy, baseball 

team, club, and fortress. Their research results supported the validity of a supply flow dimension 

but failed to confirm the assignment flow dimension. Not surprisingly, then, they found mixed 

evidence for the four types of organisational psychological contract change and its effects 

proposed.  

For example, they found some support for the proposed fortress versus club distinctions; 

however, fortresses did not report generally being in a retrenchment mode, and clubs did not 

generally provide long-term employment. Little support was found for the club versus academy 

or baseball team distinctions. An important implication of this research is that the relationship 

between organisational strategies and psychological contract change and its effects may be best 

reflected in whether they follow a “make” or “buy” strategy.  
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Methodology  

This section has documented a number of limitations that apply to the designs of most 

psychological contract studies. As a result of these limitations, findings from most empirical 

studies of the psychological contract are likely to be inaccurate and neglect fundamentally 

important features of the psychological contract. The use of cross-sectional self-report 

questionnaires means that there is a mismatch between our theoretical understanding of the 

psychological contract and the methodologies with which it is usually investigated.  

Clearly, for an organisation to fail to recognize and manage the psychological contract is 

a virtually unforgivable oversight. Employees or marketplace bear witness to the company's 

underperformance. Such an omission is to ignore the glue that holds organisations together. Such 

a shortcoming on the part of management is at no time as obvious as during a time of 

organisational change. Times of organisational change present a dilemma in that former 

“promises” may no longer be reinforced and may actually be punished. 

The interplay between crisis and overheating is the survival and development of 

companies from more than ever on their ability to change. It was previously linked with the 

experience of economic crisis, the experience that followed several periods of normality, 

predictability, and perceived safety. This security is expected to be there. The crisis is the norm, 

for the continuous task of managers, executives, project managers, HR professionals, as well as 

internal and external consultants. The investment in the professional design of change processes 

is increasingly becoming a strategic success factor. (Pennings, 1998, pp. 39–60)  

This Psychological Contracts 'iceberg' diagram below is a helpful way to illustrate some 

of the crucial aspects and influences within Psychological Contracts theory. For team-builders 

and trainers, and leaders too, it's also potentially a useful tool for explaining and exploring the 

concept and its personal meaning for people. 

An iceberg is said to be 90% hidden beneath the water. This metaphor fits the 

Psychological Contract very well, in which most of the Contract perceptions are unwritten and 

hidden, consistent with its definition. 
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Left side of iceberg = employee inputs (and employer 

needs). 

Right side of iceberg = rewards given by employer (and 

employee needs). 

Above the water level: factors mostly visible and agreed 

by both sides. 

Work | Pay = visible written employment contract. 

Black arrows = mostly visible and clear market influences 

on the work and pay. 

Red arrows = iceberg rises with success and maturity, 

experience, etc., (bringing invisible perceived factors into 

the visible agreed contract). 

Below the water level: factors mostly perceived differently 

by both sides, or hidden, and not agreed. 

Left side of iceberg = examples of employee inputs, which 

equate to employer expectations - informal, perceived and 

unwritten. 

Right side of iceberg = rewards examples and employee's 

expectations. 

Blue arrows = influences on employee and employer 

affecting perceptions, mostly invisible or misunderstood by 

the other side. 
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In fact they can't in absolute terms; but they can be made far more transparent and agreed 

if management philosophy and methods strive for good open positive cooperation between 

employer and employees. 

The concept of "change" implies that between two successive points in time there are 

marked differences in the situation, the Working Group, an organisation or relationship. Also 

under the changes can be understood as the process of changing one state to another. Changes in 

the organisation can relate to any aspect or factor. These include: 

1. The basic structure. The changing nature and level of business activity, legal 

structure, ownership, funding, nature of international operations, organized a merger, division, 

joint ventures or projects. 

2. Task activities. Changing range of products and a set of services, new markets, 

customers and suppliers. 

3. Applied technology. Changing equipment, materials, energy, technology and 

information processes. 

4. Management processes and structures. Changing the internal content of the 

organisation, work processes, decision-making processes, and information systems. 

5. Organisational culture. Changing values, traditions, informal relationships, 

motives and processes, leadership style. 

6. The human factor. Change leadership and obedience, their level of competence, 

attitude, motivation, behaviour and performance at work. 

7. The effectiveness of the organisation. Changing financial, economic and social 

aspects of its operations, changes its business image in the eyes of the public and business 

community. (Pennings, 1998, pp. 39–60)  

External sources of change can be both beneficial and harmful to the organisation. From 

the head often takes considerable skill in predicting the possible changes in the environment and 

advance the probable hazards. Sometimes this problem can be solved using analytical, including 

computer equipment, but more often than is provided by the costs of raising additional sources of 

information about the particularly dangerous sites. In Russian practice, these are the public 

authorities. 

 

Development of an Integrative Model 
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Employers expect their employees to be relationally committed to a venture, despite their 

not really having an interest or history in the firm. Such expectations can lead to unrealistic 

aspirations of new knowledge creation and innovation which will not be achieved; consequently 

hoped for increases in capacity may not emerge. Our proposed model integrates career mobility 

as discussed in Schein's career cycle and both psychological contract change and its effects 

practices and psychological contract types associated with the four employment modes discussed 

in Lepak and Snell's HR architecture. In addition, we integrate work by Bowen and Ostroff 

(2004) identifying overarching features of psychological contract change and its effects such as 

consistency, validity, and relevance that positively moderate the relationship between system 

HRM practices and organisational outcomes. The model discussed in this section was designed 

to integrate aspects of the psychological contract change and its effects, psychological contract, 

and HR literatures to outline the components necessary for building psychological contract 

change and its effects that maximize employee contract fulfilment. 

The model proposes that selected types of career movement, along with the practices of 

particular psychological contract change and its effects types, together enhance individuals' 

perceptions of contract fulfilment for the type of psychological contract associated with their 

given employment mode. As noted earlier, the model assumes that organisations' delivery of 

more (upward vertical, lateral, and radial) career movement than promised to employees is 

expected to yield contract fulfilment and favourable attitudinal and behavioural reactions, such 

as job satisfaction, organisational commitment, performance, and citizenship behaviour. 

Furthermore, the strength of the positive effect of career movement and other system activities 

on contract fulfilment will be positively moderated by overarching system features such as the 

amount of non-task-related social interaction between individuals in different employment 

modes, the consistency with which the organisation delivers on its promises, the relevance of the 

career activities, and the fairness with which career movement and system activities are provided 

to employees. The selected career movement and system activities proposed for each 

employment mode are discussed below. 

The knowledge-based category comprises human capital that is considered both highly 

valuable and unique and that is acquired (after entry-level positions) mostly from internal labour 

markets. Organisations focus on the development of these employees to create firm-specific 

assets that have the potential to create competitive advantage (Lepak & Snell, 1999; Reed & 
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DeFillippi, 1990). Lepak and Snell (1999) describe the employment relationship as “encouraging 

significant mutual investment on the part of employers and employees” (p. 36), and firms use a 

commitment-based HRM system that typically includes mentoring programs, pay focused on the 

development of skills, and knowledge sharing as well as developmental performance appraisals. 

Additionally, within the knowledge-based employment mode, job design provides a 

means of employee development. Therefore, we propose that integrating all three types of career 

movement—hierarchical, functional/technical, and radial mobility—is a useful way to enhance 

the psychological contract fulfilment because employees in this mode will tend to value career 

movement highly and will respond positively to the receipt of levels of career mobility that 

exceed that promised by the organisation (Conway & Briner, 2005). Thus, when organisations 

add types of mobility to the contract outcomes of knowledge-based employees that exceed prior 

mobility promises, we propose that a strong sense of contract fulfilment will result and will 

subsequently lead to higher levels of job satisfaction, organisational commitment, and positive 

work behaviour. 

More specifically, the organisation's provision of hierarchical advancement will become a 

way of rewarding knowledge acquisition, developing skill sets at a higher level, and recognizing 

the potential of the employee. However, as hierarchical movement will be constrained by flatter 

organisational structures, the addition of functional/technical mobility will enable employees to 

learn the operational idiosyncrasies of the firm by working in a variety of functional positions, 

accruing a broad range of skills and knowledge, and will signal the employee that while vertical 

movement is not possible, they are valued and not experiencing “arrested mobility” (Veiga, 

1981). Finally, the use of radial movement will make employees privy to closely held 

information in the firm, including financial goals, forecasts, competitive challenges, and a wide 

range of information that had been previously reserved for organisational elites (Case, 1997). 

Therefore, we predict that the addition of all three types of career movement to the existing 

psychological contract change and its effects attributes proposed by Lepak and Snell (1999) will 

lead to fulfilled relational psychological contracts for employees within the knowledge-based 

mode. 

Typical areas of concern in organisational psychology include communication, 

leadership, influence, cooperation, decision making, involvement, conflict, group and intergroup 

relations, organisational structure and culture, organisational health, change and development 
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and inter-organisational interaction. In the development of the profession in the 1990s an 

increasing role for the study of irrational and unconscious processes in organisations and the role 

of the social construction of reality play in organisation’s relationships to behaviour in 

organisations. 

When organisation want to pursue a process of change must take into account that people 

claim that the new situation provides the same security as the previous one. As the process 

proceeds without difficulty, the change goes through, but there are good problems, people tend to 

quickly return to the previous situation and that is why large proportion of the change processes 

fails in a short time to be implemented. (Schwartz, 1995, pp. 92–116)  

For a process of change can be implemented with success and sustained over time is 

essential to take into account the human factor. People must have confidence, be motivated and 

trained, and that change is a very hard, both personnel and organisational. The person leading the 

change must ensure that people can better work with less effort and greater satisfaction. Trust is 

an essential prerequisite for an atmosphere of work pleasant and frank cooperation. In this 

hypercompetitive globalized world where nothing seems secure, not surprising that confidence 

has almost disappeared from the environment work. (Schwartz, 1995, pp. 92–116)  

Employees undertake suspicious less and 1ess effective than they trust. Managers who 

distrust their employees spend their time control and neither is focused on their specific tasks and 

responsibilities.  

The motivation of resources is achieved when humans are taken into account the goals of 

the organisation and the people who compose it, creating a real energy that facilitates the process 

of change. The adaptation of the company to the reality of change has to happen through 

processes that will really and truly happening. Change should not be authoritarian as that is very 

difficult to achieve, must be flexible, with the participation of all staff through groups small but 

consistent, to allow the process forward. (Mitchell, 2001, pp. 147–188)  

To achieve change, groups must lose organisation’s fear. With the early successes 

achieved each group, members experience the satisfaction of the results that they proposed, and 

from that moment it breaks the inertia to change. To make a successful change process is a 

fundamental premise of the self-conviction managers of the organisation and staff awareness 

regarding the need for change.  

 



P a g e  | 21 

 

Warning: This paper is already submitted. If you copy it, it will be caught as plagiarised. 
 

Management of change process in a psychological context  

First is the ability to have senior management in managing change, as these involve costs, 

risks, inefficiencies time and a certain amount of trauma and turmoil in the organisation 

additionally, may require senior management to invest time and effort and ignore other key 

issues for the company.  

Second, once the change starts, it acquires a. dynamic of its own independent who 

promotes or directs, that is, it can happen that some of the most successful cases of change, the 

results are consonant as planned initially. Although in some cases, the proceeds as planned and 

does not match completely. This phenomenon is motivated, among other things, the fact that 

once triggered the change process, a series of events, actions, reactions, consequences and effects 

that hard, can be anticipated and controlled entirely by those who manage the change. (Mitchell, 

2001, pp. 147–188)  

Importantly, the change requires a high level of commitment, investment and dedication 

to achieving the new situation if there is no active participation and support of those with the 

power of decision making in the company, very likely that the change is not successful or left 

unfinished, which may be detrimental to the organisation.  

Third, the change in a company is slow, costly, confusing and conflicting, which 

normally occurs through certain stages more or less common. Therefore, it is not only important 

to design and. plan the state desired future, but deeply analyze the transition state necessary for 

the organisation to move towards the goal desired. Therefore, the changes are the product of the 

growth of organisations in terms of the plans developed by the diversification of its shares, 

specialisation of its activities, the leadership of their addresses and the characteristics of the 

market where they operate and compete. (Leung, 1996, pp. 947–962)  

 

Kurt Lewin process of change  

Kurt Lewin identified three stages of change:  

1. "Defrost" - this is the stage when the manager steps aimed at getting people to 

recognize the need for change. "Thawing" - this is the stage when decision makers should let 

people experience the pride for doing business in a familiar way, and demonstrate their 

recognition of past achievements. People should be provided with sufficient support and personal 

safety, so they decided to take part in an adventure of change. (Drenth, 2007)  
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"Defrost" may be sudden and unplanned. It can occur at the individual level. "Defrost" 

can be carried out at the group level and the result of informal conversations, comparisons with 

colleagues from other organisations or conflict of interest between different professions, but also 

may be the result of external influences coming from individual patients or organisations such as 

the professional association of doctors a or specialty.  

However, the manager decided to implement the changes, cannot wait until there will be 

similar to "unfreezing" of the event. He must find ways to intervene to improve the current 

situation identify possible sources of resistance to proposed changes and find ways to overcome 

this resistance. (Drenth, 2007)  

2. 'Movement' - the practical implementation of the changes, which require careful 

planning and wise management. For successful implementation of change is not enough to have 

a good idea and inspire its actors, is also needed strategy changes, consistent with the basic 

features of the situation. Need to monitor the change process and to take timely corrective 

actions.  

Without careful management of stage 2 cannot be successfully performed. Remember 

that before the changes are complete decision makers will have to allocate their resources 

between old and new management methods and, of course, controlled by the process of change.  

3. "Freeze" - when organisation establishes new norms of behaviour. Following the old 

rules one way or another "punished", and the new rules - "rewarded". At this stage, changes may 

be required control systems. (Drenth, 2007)  

The next reform usually has to start before the previous reform of the end. However, 

freezing is necessary in order to consolidate this success and reap the benefits of change. Lack of 

resources, increasing demands of patients, deregulation, downsizing organisations, technological 

advances, an aging population - all these factors provoke the acceleration of change within 

organisations. At this stage, recognize and reward new line of conduct, and punished for the old. 

(Roe, 2004, pp. 103–130)  

As a result, the individual experiments or in the process of adaptation to the 

consequences of "splitting the ice" events sometimes come successes, large and small. 

Understanding these advances could lead to a strategy change, which can then be transformed 

into action, allowing the case to the modalities agreed upon with the emerging future, rather than 
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departing from the past. In the process of practice learning takes place, which allows improving 

strategies and initiating new actions. (Roe, 2004, pp. 103–130)  

At a very basic level, individuals can (a) tolerate misalignment of system requirements 

with sell-concept and/or role schemas (ignoring the ill—fitting components), (h) challenge the 

new system requirements so that alteration of behaviour is unnecessary, or (c) i.e.-evaluate their 

sell-concept or role schema to embrace the new behaviour for example. If getting coffee for the 

boss seems beneath mc as a secretary, I could redefine myself—concept as different on the job 

than off the job, some socialisation strategies (especially divestiture and investiture) target the 

shaping of an individual1s sell—concept. They prop up new versions of self and discourage or 

break down others.  

This chapter is concerned with the way in which organisations change in order to cope 

with changing conditions. The generic name for the study of such changes is Organisational 

Development (OD). These changes may be in the external environment, for example markets and 

competitors, or they may be internal, for example through growth. Internal pressures push the 

organisation into different structures, as discussed in the previous chapter. Whatever the source 

of the change, they will inevitably have an effect on the people working in the organisation. It is 

with the effects of such changes, and how these can be managed, that we will now be concerned. 

 

Data Review  

Change management is a big challenge in today's organisations, and it is very significant 

in the Psychological Contract. Organisational change puts many different pressures on the 

Psychological Contract. These can vary considerably situation to situation. We need therefore to 

be able to identify and interpret the nature of change, and other factors impacting on the 

Psychological Contract, rather than merely referring to a checklist. People's needs, and their 

perceptions of their needs, can change quickly, and tend to do so more when they are unhappy.  

The variance theory approach begins identifying relationships between variables 

appropriately lagged in time by employing structural equations and other similar statistical tools. 

More recently, Poole describes how it is possible to identify the ‘attractors’ that might underlie 

the events by applying advances in non-linear dynamics to management research. (Montuori, 

1996, pp. 34–43)  
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Organisational psychology is the scientific study of human behaviour in organisations. Its 

main methods of observation and experience and that can be measured and recorded. This means 

that their procedures and results are objective. It requires that the observed facts are public and 

confirmable. 

Organisational psychology, with its methods and procedures has the same status as any 

science, as is known for its methods and not by object. When an organisational psychologist 

observes the behaviour of workers, makes it more common with the traditions of science, 

objective, impartial and consistent. If the approach is objective, it is also the object of his 

observation of human behaviour. The external behaviour is the only aspect of human existence 

that could be observed, measured and recorded objectively. However it also deals with the 

intangible dimensions of human beings: motivations, emotions, ideas and desires. (Pennings, 

1998, pp. 39–60)  

A third strategy is to run computer simulations that might reveal the evolution of 

phenomena that exhibit complex non-linear dynamics. For running meaningful simulations, one 

has to have a sense of the range of values that simulation parameters can take. Data that has been 

gathered can serve as a good starting point for establishing the range. Mezias and Eisner (1997) 

have employed such a strategy to show that the interaction between levels of competition and 

immutability in the context of complex population dynamics can produce surprising patterns of 

innovation and refinement of technology. 

 

Psychological Contract Relationship 

We posit that two overarching features of psychological contract change and its effects 

have a moderating influence on the success of that psychological contract change and its effects 

in minimising employee psychological contract violations effectively managing nonstandard 

work arrangements and developing a strong climate for psychological contract fulfilment. In the 

discussion above, we described each type of employment mode and how mobility constructs 

should be integrated. However, in this section, we suggest features that must be common 

to all the modes and, indeed, the entire psychological contract change and its effects ensure that 

psychological contracts are fulfilled. To develop the case for the inclusion of these features, we 

review here research on HRM and the linkage between HRM systems and important 

organisational outcomes such as satisfaction. 
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Managing Heterogeneous Employment Modes 

Recently, research by Broschak and Davis-Blake (2006) demonstrated that diversity 

in employee modes leads to heightened turnover intentions due to tensions between those in 

different employment modes. However, their research suggests that increasing non-task-related 

interactions such as eating in the firm cafeteria or participation in other activities where external 

and internal employees may share personal information will attenuate the effect of nonstandard 

work arrangements on dissatisfaction and turnover. The use of multiple employment modes may 

result in dissatisfaction signified by heightened turnover. We posit that building non-task-related 

interactions into organisational systems will enable the integrated psychological contract change 

and its effects described to achieve greater fulfilment of psychological contracts. 

Bowen and Ostroff (2004) have observed that change and psychological contract provide 

signals to employees about desired responses. A strong climate enables the transmission of 

messages to employees and the development of a “collective sense” of firm expectations. 

Psychological contract change and its effects, then, may better support the fulfilment of 

psychological contracts when a strong climate supporting psychological contract fulfilment is 

present. Psychological climate is defined as a “shared perception of what the organisation is like 

in terms of practices, policies, procedures, routines, and rewards—what is important and what 

behaviours are expected and rewarded” (p. 205). Thus, while we have described how both 

content and the selected use of different types of mobility may positively influence perceptions 

of psychological contract fulfilment, it is also important that we consider the conditions under 

which those psychological contract change and its effects will influence employee perceptions of 

what is expected and rewarded. Bowen and Ostroff (2004) posit that relevance, consistency, and 

fairness aid in establishing strong climates. We suggest that these three elements of climate 

enhance the ability of a psychological contract change and its effects to result in fulfilled 

psychological contract outcomes for workers within different employment modes. 

Relevance means that individuals see that the system enables the achievement of 

important goals. In each of the employment mode descriptions above, we suggested ways in 

which the individual's and the organisation's goals may be aligned. For example, using 

functional/technical mobility allows alliance, contract, acquisition, and knowledge-

based employees to gain skills that ensure employability while also enabling them to be 
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productive and achieve monetary rewards. Similarly, radial mobility gives individuals access to 

firm-specific information that may be used to achieve organisational goals. 

Organisations must do what they claim they will do if their messages concerning career 

management are to be taken as valid. Organisations that promise career mobility to 

their employees must consistently display the kind of movement promised to 

show employees that such movement is indeed possible. 

Bowen and Ostroff (2004) state that fairness aid in agreement between firms 

and employees. They maintain that all the dimensions of fairness are important—distributive, 

procedural, and interactional (Folger & Cropanzano, 1998). This should be especially important 

when the firm is using a diversity of employment modes. Employees should believe that while 

there are different systems for different kinds of employees, these systems (1) are just in their 

distribution of outcomes, (2) provide individuals with voice, and (3) treat all employees, 

regardless of employment mode, with respect. 

The changes have been as instruments of adaptation. Almost all organisations are driven 

by a crisis of mission and strategy of the organisations, and the need to adapt, rather than any 

intention to change the internal organisation itself. This perspective reflects the change in 

organisations is sometimes described as a process of conversion of a leader or leadership that is 

then transmitted throughout the company. The previous assumptions allow the approach of the 

thesis that entrepreneurship and knowledge are the two most important factors that determine the 

success of organisations. 

The new scenarios of subject organisations are hasty changes that demand high flexibility 

and adaptability to the demands of their environment. In this sense, this should be understood as 

challenges permanent changes could ensure the success or failure of an organisation. (Bunker, 

1996, pp. 15-49)  

It is therefore of great importance for companies to know the degree of maturity and 

readiness to take the time to deal with change. A positive experience is given when it reflects the 

acceptance by employees of new policies, positive attitude towards innovation and success in 

previous cases. A key to the acceptance of culture change is communication. The transmission of 

values, beliefs through effective communication processes.  

Clarity of expectations is related to opening communication regarding the subject at all 

levels of the organisation, and relevant and timely information on the process of change to be 
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implemented. For many organisations, an organisational change management also means moving 

from a traditional culture in which prevailing bureaucratic style, motivational and values for 

power and affiliation, and a climate of conformity to a culture of performance, which may 

provide new ideas people can take calculated risks and is encouraged to set challenging goals, 

through the recognition of merit and excellent results. (Bunker, 1996, pp. 15-49)  

An analysis of the human side of change process adapts a mere competitive environment. 

Organisation may assume that the organisational arrangement, team and the implementation 

process of change, fundamentally oriented personal characteristics require doing a job better and 

better standards of excellence, which increase the productivity and organisational effectiveness. 

In other words, it is essential that people poses a range of skills directly related to excellence in 

their respective areas of responsibilities, to ensure greater competitiveness. 

After all, the central constituents of organisations are people, not machines, buildings, 

telephone lines, or other infrastructural hardware. People create organisations and they are also 

in turn influenced by these creations. The way they work, the way they interact with co-workers, 

subordinates and supervisors, and the way they define and play their roles are to a large extent 

determined by the nature, goal and culture of the organisation they belong to. This attention has 

been strongly reinforced by a growing interest in social psychology in general and by the Human 

Relations Movement in the US and the early work in London in particular. 

Organisational psychology focuses on the interaction between individuals or groups of 

individuals and the organisation, but always from the perspective of the former. Organisation 

theories as such do not fall within the remit of organisational psychology, although, of course, 

knowledge of organisation theories is an important condition for understanding the behaviour of 

individuals in organisations. 

This organisational psychological orientation has created an active and productive 

subdivision of W&O psychology. A large number of books have been written and new journals 

have been started in this field (Organisation Studies, Organisational Behaviour and Human 

Performance, Administrative Science Quarterly, Human Relations and many others). If one 

compares the classical books and readers in ‘industrial psychology’ with the more recent 

published ones, one sees a significant increase in organisational topics. In the earliest 

publications these topics were actually completely absent, whereas for instance in the first 

edition of Dunnette's Handbook, published in 1976, as in Dubin's Handbook published in the 
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same year, more than half of the space devoted to the content of W&O psychology deals with 

social-organisational issues. (Bunker, 1996, pp. 15-49)  

 

Cultural aspects of change  

Organisational culture is the set of values and beliefs that inspire the life of a company. 

Culture has big implications in a process of change. If culture is determined by the beliefs of 

individuals, of course the attitude to change will be largely determined by beliefs about their 

ability to control the environment. Issues such as participation in the implementation of change 

and resistance to change are strongly influenced by the importance that a society provides for 

democratic participation and tradition, among others. (Hula, 2001, p. 324–358)  

They are the modes of thinking and practice the activities, whether or not they are 

formalized. It's about those issues and facts that are important in the life of the institution. In 

terms of organisational analysis, culture is a shared frame of reference as are values accepted by 

the working group. This is indicating what the expected manner of thinking and responding to 

specific situations. 

Because the current organisational culture emerged from a world that had greater stability 

than organisation now know, this culture will represent at present and in most cases an obstacle 

to the development of organisations. The beliefs and values that sustain the structures of 

companies must change if they want to go out successful in their fight for survival. Thus in 

organisations resent both the effect of an entrepreneurial culture in total conflict with the new 

requirements of change. (Hula, 2001, p. 324–358)  

The role of culture plays an important role in the change process, and that because it can 

be delayed, support or hinder this process depending on the consistency that exists or not, among 

the objects of change. Talking about cultural change is also talk of managing resistance to 

change. Decision makers cannot talk without thinking first create the conditions for emotional 

resistance to change is less strong.  

Organisational culture change as the group matures. When an organisation is its culture is 

established, which will provide an identity, meaning and communication system. Years later the 

same company may realize that their culture has become so traditional that only reflects the 

values of the oldest and most conservative elements of the group. Defining culture of an 

organisation is an empirical task, which is to locate where the stable social unit, which culture 
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has developed and how the cultures separately, are mixed in a total unit. This whole culture can 

be very homogeneous or heterogeneous depending on the degree to which cultures are similar or 

different subgroups. (Krippner, 2005, pp. 105–115)  

Changing corporate culture is very difficult, it is impossible. Cultural change may take 

weeks or months in cultural change can happen, but never occur in a simple and fast. On the 

contrary, it is a slow process, often necessary to improve and even the survival of the 

organisation. Decision makers cannot prescribe any beliefs or values, for both are the result of 

unconscious processes that have been installed over a corporate history that cannot be changed 

with surface measurements and fast. (Krippner, 2005, pp. 105–115)  

 

Resistance to change  

That the process of change is always accompanied by resistance to it is a reality that 

every manager must take. All change is a stress or an effort to adapt and therefore people tend to 

react with defensive behaviours in situations perceived as threatening. There can be a successful 

change in the organisation if there is no change in the conduct of its members. 

Organisation should be prepared to neutralize the resistance, is one of the primary tasks 

for a manager as to foster the emergence of dimensions such as creativity and innovation, which 

today are so required by companies, it is necessary that the change happen voluntarily. Managing 

resistance to change includes the elimination of fear of the unknown, which is primarily what 

causes the resistance. The manager will have to produce change in a manner that causes the 

fewest problems and fears as possible. To achieve this Kotter proposes six strategies for 

minimising it, among which the importance of communication:  

Engage and involve: linking the resistant activities implementing change. This strategy 

can be very useful when introducing the change does not have all the knowledge to design and 

implement it. 

Explicit or implicit coercion: when workers are forced to accept changes in a coercive 

manner either explicitly or implicitly. Managers should be aware that the main way of achieving 

a voluntary change is communication. Only in this way are achieved influence people to achieve 

a positive disposition towards the transformation. (Krippner, 2005, pp. 105–115)  
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Facilitate and support: it is of great importance when the reasons for resistance are 

anxiety and fear. It can be done to facilitate or support, train people for new skills, listening and 

emotional support. 

Handling: try to influence others covertly. Generally involves the selective use of 

information and the deliberate structuring of certain facts. 

Negotiate and agree: it is appropriate when someone is going to lose something as a 

result of the change and has enough power to resist it. It consists in offering different types of 

stimulation in exchange for support. 

Training and communication: providing pre-training about it, this could be helpful if the 

resistance is given by ignorance of the subject or misconceptions, the transmission of ideas helps 

workers understand the need for change. 

Current managers should then turn through the successful management of resistance. This 

force into a positive element that allows the strengthening and growth of employees and help 

achieve the objectives of the organisation. Resistance to change has been traditionally conceived 

as a negative force that is essential to eliminate, but it has been shown that a worker is never 

more creative when decision makers try to oppose anything which it considers harmful. Critical 

research model has its origins in Marxist practice where the underlying idea keeps a parallel with 

the dialectical approach to organisational change. (Guo, 2007, p. 308–326)  

Exploring the conflict between ideology and operational practices current critical 

research suggests the development of mechanisms of self-assessment and subsequent analysis 

that enable organisational change and development. Critical research model includes within itself 

"a certain level of dissatisfaction" within the current system, a certain tension between what is 

happening and what should happen, one of the main functions of the model to identify these 

discrepancies. Through critical inquiry can get to dramatize the differences between the views 

and perspectives of the different components of the company's senior management as well as the 

relations of conflict and confrontation between different groups, business units and business 

areas.  

Looking across the two psychological contract change and its effects models, Lepak and 

Snell's HR architecture clearly represents a refinement and extension of the original Sonnenfeld 

and Peiperl (1988) typology. Since empirical research to date provides moderate to strong 

support for its predictions, we use the Lepak and Snell (1999) model as a foundation for our 
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integrative prescriptive model of effective psychological contract change and its effects 

management.  

In summary, a growing base of research has examined the HR architecture model 

proposed by Lepak and Snell (1999), including the validity of the four employment modes 

(alliance, contract, knowledge-based, and job-based) and their corresponding HRM 

configurations (collaboration, compliance, commitment, and productivity). Thus far, findings 

provide moderately strong support for the model's prediction of a direct linkage between the use 

of multiple employment modes and higher levels of firm performance. However, to date, no 

research has examined whether different types of psychological contracts characterize each 

employment mode. 

The final employment mode, contracting, is used with employees who have skills that are 

low on value and uniqueness. Firms will tend to engage in contractual relationships with such 

employees through either outsourcing or the hiring of temporary workers and will try to manage 

these workers through compliance, using HRM systems that closely monitor employee 

performance to make certain that clearly established standards are met.  

The organisation retains the flexibility to hire and fire employees as dictated by market 

demands, keeping labour costs low in order to match fluctuations in demand for goods or 

services. Compliance systems ensure that employees have the minimum training required to 

conform to organisational rules, but as in the acquisition mode, there is little career development. 

Clearly, the psychological contract linked most closely to the contracting mode is the short-term, 

highly specific, limited-inducement transactional type. 

In summary, Lepak and Snell's model (1999) extends prior theoretical work by specifying 

the characteristics of employees that cause firms to differentially value and manage them and, as 

a result, to form qualitatively different kinds of employment relationships with them. It also 

introduces employment modes that include two used with external employees, while developing 

the nature of these modes and explaining why they are necessary. This model has already 

generated a slight theoretical revision (the internal development mode is now referred to as 

knowledge based in order to separate the nature of HRM practices from the modes themselves) 

and two empirical studies by Lepak and his associates, which we review below. 

Regardless of the type of contract, however, as implied by Cappelli's (1999) quote at the 

beginning, the increasingly market-driven focus that has dominated employment relationships 
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during the past 25 years has resulted in many changes in the developmental and career 

management aspects of organisations' psychological contract change and its effects (Robinson & 

Rousseau, 1994).  

Working hard is simply not enough to guarantee continuing promotions over one's career 

within a work organisation. For example, many organisations have flattened their structures and 

reduced levels in the management hierarchy to decentralize decisions and allow employees more 

discretion to use their skills, thus increasing the organisation's speed and agility in ways that 

enhance its competitive advantage (O'Reilly & Pfeffer, 1995). However, flatter organisational 

structures have brought fewer opportunities for upward mobility. Furthermore, the promise of 

long-term job security is something few organisational leaders can or will make in today's digital 

and global economy.  

As former CEO Jack Welch stated, “Companies cannot promise their people lifetime 

employment. Global competition is too fierce and economic cycles too frequent for any such 

guarantees. But they can promise their people every chance for employability—skills that will 

make them more attractive if they are forced to part ways” (Welch & Welch, 2005, p. 109). Like 

Welch and GE, many organisations and their leaders have substituted continuing training and 

development for long-term employment security and regular hierarchical advancement with a 

given firm. Interestingly, however, despite the noted reductions in employment security and 

career advancement opportunities, many firms continue to seek loyalty, commitment, and 

identification from their employees.  

 

Conclusion  

This paper considers the relationships between the psychological contract and the 

organisational change. Initially, the paper reviews the literature, which links together knowledge, 

the psychological contract and their relationship to organisational change. The studies 

undertaken in industry are then used to clarify the relationship between the psychological 

contract and knowledge management. The final part of the paper identifies how this affects 

knowledge creation and absorption and, consequently, the potential organisational capacity 

within firms.  

The strategy is to have a progress domain about the change. Organisational Development 

concept appears to be concerned to understand and systematize as behaviours for coping and 
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managing in the best shape changes and overcome resistance resulting in individuals and groups 

coexisting. 

Peck's (1994) study also examined the proposed chain of relationships between 

organisational strategy, HRM practices, and the employment relationship, as assessed by the 

psychological contract (relational vs. transactional). “Life is dark when no impulse and every 

impulse are blind when there is knowledge and all knowledge is useless when there is no work 

and all work is routine if there is no change. According to the dictionary is “action or effect of 

change, which in turn is giving, takes one thing into another, moves, and changes or alters.  

The word change has become familiar in the most diverse organisations and has become 

a protagonist of business activity. Today, the paradigm seems to be who does not adapt to change 

will die in the way. There is a consensus that change is a reality that affects strongly, indeed the 

only solid to hold which is possible, it is certain that whatever happens today quo, decision 

makers have already changed the next day. (Argyris, 1997, pp. 154-196)  

A unique change all aspects of the win out in collaboration with stakeholders, there must 

be a shared understanding within the organisation, he break that s may occur in the area of 

speaking and affect the productivity and quality. (Kroeber, 1998, pp. 582–583) It's good to be 

alert organisation should at least be aware of the unstable equilibrium that is constantly 

changing, being essential stop necessary few times to listen, to try to understand refocusing the 

objectives, achievements and goals towards a common direction.  

Organisational Changes should not left to chance, or the inertia of habit, less 

improvisation, should be properly planned. To conclude organisation can say that the process of 

change plays an important role in organisations.  

It is easy to get lost in theories on strategic organisation change processes unless 

organisation possesses a systematic way of understanding this ever growing literature. 

Organisation can adopt Van de Ven and Poole's (1995) typology to make sense of this literature 

and to compare change processes in terms of the generative motors that derive from four 

theoretical perspectives teleology, life cycle dynamics, dialectical processes and evolutionary 

processes. Each theory has different implications for strategic change. For instance, strategic 

change associated with teleology occurs in response to preset plans and goals. Strategic change 

associated with life cycle dynamics occurs in response to changes in the stages in the life cycle 

of an entity that occurs because of inherent life cycle logic. Strategic change associated with 
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dialectic processes occurs through mutual partisan adjustment of pluralistic entities. And 

strategic change in response to evolutionary processes occurs in response to firms' attempts to 

indigenize variation, selection and retention processes. (Kroeber, 1998, pp. 582–583)  

As organisations open themselves to a multitude of stimuli, change processes will 

become more complex than any of these four pure forms can suggest. Under these conditions, it 

is important for us to have a way of thinking about strategic change that matches the complex 

environments that organisation has to navigate. Organisation would indeed be conducting a 

procrustean transformation. Organisation use a uni-dimensional motor as the basis for the 

articulation of strategic change when the phenomena itself asks for a more sophisticated analysis 

involving the interplay of more than one motor. (Schwartz, 1995, pp. 92–116)  

Furthermore, Sturges, Conway, Guest, and Liefooghe (2005) found that organisational 

development and career management activities were positively related to perceptions of 

psychological contract fulfilment. This mediated the relationships between organisations' 

developmental and career management activities and employees' affective organisational 

commitment (the degree of attachment to and identification with the employer; see Meyer & 

Allen, 1997) as well as their job performance. Thus, it appears that developmental and career 

management activities resulting from organisations' psychological contract change and its effects 

may have an impact on employees' perceptions of contract fulfilment, which in turn mediates 

important job attitudes and employee performance. Because of the growing role that perceptions 

of contract fulfilment and what has been traditionally viewed as its opposite, contract violation, 

play in determining the impact of career mobility on individuals' perceptions of their 

psychological contract, we briefly review what is currently known about these concepts. 

 

Recommendation  

The implications of the changing nature of careers for the psychological contract are that 

organisations need to exercise caution in the promises they make to employees. Particularly 

during the recruitment stage, avoid perceptions of contract breach in relation to career issues 

arising at some future point in the relationship. When employees join the organisation with 

traditional career expectations in mind, organisations should take steps to ensure that when 

newcomers undergo their reality check, their expectations of what the organisation is willing to 

do should assist employees in developing their career. This is explicitly, consistently, and 
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accurately communicated. This will facilitate congruence between employees and employer 

legislature and help avoid the consequences associated with perceptions of contract breach 

relating to career management.  

The commonplace changes within organisations are typically programmed by pre-

established rules or institutional routines and can be analysed and explained using a life cycle 

theory of change. At the industry or population level, competitive or environmental shifts in 

resources typically govern the rates of reproduction (and resulting size and number) of various 

forms of organisations. Evolutionary theory is useful for explaining these population-level 

changes as the probabilistic workings of variation, selection, and retention processes. The 

methodology organisational change management should be based on the following sequential 

elements: 

 The analysis of assumptions, levers, key players 

 Develop a plan for change and communication strategies 

 Preparing change agents 

 Implementation of changes 

 Assessment of successful implementation 

 Correction for change 

 Confirmation of a given course 

 

Properly built management process allows companies to: 

 Effectively incorporate changes into existing processes without significant 

deviations from the standards of performance and long-term strategic goals; 

 As quickly as possible to receive feedback from the implementation of changes; 

 To unite and focus the company's staff to perform strenuous goals; 

 To strengthen the competitive positioning in the market at the expense of more 

rapid and successful implementation of change. 

It has been suggested that promotion focus is associated with more engagement in 

change-related behaviours than prevention focus. It is also found that promotion-focused 

individuals showed more openness to change than individuals with a prevention focus. During 

study organisation found that the predictive value on change attitudes was mediated by positive 

emotions. 
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Individuals who are high on self-esteem and who are “entitled” are more likely to 

interpret the slightest discrepancy as a psychological contract breach. These types of individuals 

are more likely to think that they have fulfilled their obligations to their employer and that the 

employer has not adequately fulfilled its side of the exchange.  
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