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This paper examines the theoretical and empirical rela- 
tionships between employees' trust in their employers 
and their experiences of psychological contract breach 
by their employers, using data from a longitudinal field 
of 125 newly hired managers. Data were collected at 
three points in time over a two-and-a-half-year period: 
after the new hires negotiated and accepted an offer of 
employment; after 18 months on the job; and after 30 
months on the job. Results show that the relationship 
between trust and psychological contract breach is 
strong and multifaceted. Initial trust in one's employer at 
time of hire was negatively related to psychological con- 
tract breach after 18 months on the job. Further, trust 
(along with unmet expectations) mediated the relation- 
ship between psychological contract breach and employ- 
ees' subsequent contributions to the firm. Finally, initial 
trust in one's employer at the time of hire moderated the 
relationship between psychological contract breach and 
subsequent trust such that those with high initial trust 
experienced less decline in trust after a breach than did 
those with low initial trust. 

In light of trends toward globalization, restructuring, and 
downsizing, psychological contracts are playing an increas- 
ingly important role in contemporary employment relation- 
ships. Organizations, under pressure to make rapid and con- 
stant changes, have had to alter employment relationships 
and the psychological contracts that underlie them. Psycho- 
logical contracts refer to employees' perceptions of what 
they owe to their employers and what their employers owe 
to them. In this climate of change, the traditional contract of 
long-term job security in return for hard work and loyalty 
may no longer be valid (Sims, 1994), and employees and 
employers alike are now reconsidering their mutual obliga- 
tions. More importantly, these changes have increased the 
likelihood of psychological contract breach. Organizations 
must now repeatedly manage, renegotiate, and alter the 
terms of the employment agreement continually to fit chang- 
ing circumstances (Tichy, 1983; Altman and Post, 1996) and 
thus may be less willing or less able to fulfill all of their 
promises. In addition, constant contract change means in- 
creased opportunities for employees and employers to mis- 
understand the agreement and to perceive a contract breach 
even when an actual breach did not occur. It should not be 
surprising, therefore, that the majority of employees cur- 
rently believe their employer has breached some aspect of 
their employment agreement (Robinson and Rousseau, 
1994). 
Given the apparent prevalence of perceived contract breach, 
it is imperative that we develop a solid understanding of this 
phenomenon. Unfortunately, empirical study of psychological 
contract breach remains in its infancy. Prior research has 
thus far demonstrated that psychological contract breach and 
violation is relatively common (Robinson and Rousseau, 
1994) and that it is associated with various negative out- 
comes such as a decrease in perceived obligations to one's 
employer, lowered citizenship behavior, and reduced com- 
mitment and satisfaction (Robinson, Kraatz, and Rousseau, 
1994; Robinson and Rousseau, 1994; Robinson and Morri- 
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son, 1995). A fundamental and important unanswered ques- 
tion is what role trust plays in the experience and effects of 
psychological contract breach. Rare is the theoretical paper 
on psychological contracts that does not mention the word 
trust or note its central role in psychological contracts (e.g., 
Rousseau, 1989; Rousseau and McLean Parks, 1994; Morri- 
son and Robinson, 1997). Despite the repeated mention of 
trust in the psychological contract literature, however, there 
has been virtually no theoretical explication or empirical ex- 
amination of trust in relation to the experience of psychologi- 
cal contract breach. This lapse of systematic attention to the 
function of trust is found not only in the study of psychologi- 
cal contracts but in organizational science in general (Mayer, 
Davis, and Schoorman, 1995). As Gambetta (1988: unnum- 
bered foreward) suggested, "scholars tend to mention (trust) 
in passing, to allude to it as a fundamental ingredient or lu- 
bricant, an unavoidable dimension of social interaction, only 
to move on to deal with. less intractable matters." The pur- 
pose of this study is to develop and test a relatively parsimo- 
nious theoretical model of the role of trust in the psychologi- 
cal contract breach experience by exploring the multiple 
roles played by past and current trust in influencing the de- 
tection, interpretation, and impact of psychological contract 
breach. 

Psychological Contracts Defined 
The psychological contract is defined as an individual's be- 
liefs about the terms and conditions of a reciprocal exchange 
agreement between that person and another party (Rous- 
seau, 1989). Although the psychological contract was origi- 
nally defined by Argyris (1960), Levinson (1962), and Schein 
(1980) to characterize the subjective nature of employment 
relationships, the present conceptualization focuses on indi- 
viduals' beliefs in and interpretation of a promissory contract. 
Unlike formal or implied contracts, the psychological contract 
is inherently perceptual, and thus one party's understanding 
of the contract may not be shared by the other. 

Psychological contracts, comprising perceived obligations, 
must be distinguished from expectations, which are general 
beliefs held by employees about what they will find in their 
job and the organization. For example, a new manager may 
expect to receive a high salary, to be promoted, to like his 
job, or to find the walls of his office painted a neutral color. 
These expectations emanate from a wide variety of sources, 
including past experience,. social norms, observations by 
friends, and so forth. Psychological contracts, by contrast, 
entail beliefs about what employees believe they are entitled 
to receive, or should receive, because they perceive that 
their employer conveyed promises to provide those things. 
Thus only those expectations that emanate from perceived 
implicit or explicit promises by the employer are part of the 
psychological contract. For example, if a new manager be- 
lieves she was promised pay commensurate with perfor- 
mance at the time of hire, it creates an expectation, but it 
also creates a perceived obligation that is part of the psycho- 
logical contract. Although psychological contracts produce 
some expectations, not all expectations emanate from per- 
ceived promises, and expectations can exist in the absence 
of perceived promises or contracts. 
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Psychological Contract Breach and Trust 

Psychological contract breach is a subjective experience, re- 
ferring to one's perception that another has failed to fulfill 
adequately the promised obligations of the psychological 
contract (Rousseau, 1989). Psychological contract breach can 
and does occur in the absence of an actual breach (i.e., 
whereby one party deliberately reneges on another party's 
contract and that fact can be determined by a neutral third 
party) (Morrison and Robinson, 1997). It is an employee's 
belief that a breach has occurred that affects his or her be- 
havior and attitudes, regardless of whether that belief is valid 
or whether an actual breach took place. Thus the focal point 
of interest in this study is not actual breach, but employees' 
perception of a breach, and subsequent use of the term psy- 
chological contract breach in this study refers to employees' 
perceptions of contract breach, not actual breach. In this 
study, psychological contract breach is operationalized as an 
employee's perception of the extent to which the employer 
has failed to fulfill the following promised obligations: high 
salary, promotions and advancement, pay based on perfor- 
mance, long-term job security, sufficient power and respon- 
sibility, training and career development. 

Psychological contract breach is a subjective experience 
based not only (or necessarily) on the employer's actions or 
inactions but on an individual's perception of those actions 
or inactions within a particular social context. Thus the expe- 
rience of psychological contract breach should depend on 
social and psychological factors specific to the employment 
relationship in which it occurs (Morrison and Robinson, 
1997). One such factor of particular importance is that of 
trust and, more specifically, trust in one's employer. Integrat- 
ing various definitions of trust found in the literature (e.g., 
Frost, Stimpson, and Maughan, 1978; Barber, 1983; Gam- 
betta, 1988), trust is defined here as one's expectations, as- 
sumptions, or beliefs about the likelihood that another's fu- 
ture actions will be beneficial, favorable, or at least not 
detrimental to one's interests. As a social construct, trust 
lies at the heart of relationships and contracts, influencing 
each party's behavior toward the other (e.g., Deutsch, 1958; 
Blau, 1964; Zand, 1972). As a general positive attitude to- 
ward another social entity, trust acts as a guideline, influenc- 
ing one's interpretation of social behaviors within a relation- 
ship. Trust is thus likely to play a significant role in the 
subjective experience of psychological contract breach by 
one's employer: Trust in one's employer may influence an 
employee's recognition of a breach, his or her interpretation 
of that perceived breach if it is recognized, and his or her 
reaction to that perceived breach. 

Prior Trust as Cause of Psychological Contract Breach 

As a prior positive attitude, trust in one's employer at the 
time of hire may influence psychological contract breach by 
reducing the likelihood that a contract breach will be per- 
ceived. A long history of research on cognitive consistency 
and attitude change has found that people act in ways that 
preserve their established knowledge structures, percep- 
tions, schemata, and memories (Greenwald, 1980). Cognitive 
consistency is maintained through selective perception, by 
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seeking out, attending to, and interpreting one's environ- 
ment in ways that reinforce one's prior knowledge, beliefs, 
and attitudes (Fiske and Taylor, 1984). A rich body of empiri- 
cal evidence has identified a variety of encoding and decod- 
ing biases that tend toward confirming, rather than discon- 
firming, prior beliefs (Snyder and Swann, 1978; Lord, Ross, 
and Lepper, 1979). Greenwald (1980) reviewed much of this 
literature, citing evidence of confirmation bias in responding 
to persuasion (e.g., Hovland, Janis, and Kelley, 1953; Green- 
wald, 1968; Petty, Ostrom, and Brock, 1981), in information 
search (e.g., Mischel, Ebbesen, and Zeiss, 1973; Snyder and 
Swann, 1978), in memory and recall (Mischel, Ebbesen, and 
Zeiss, 1973; Snyder and Uranowitz, 1978), and in the effects 
of first impressions (review by Schneider, Hastorf, and Ells- 
worth, 1979). 

One aspect of selective perception is that of selective atten- 
tion. People tend to seek out and focus on information that 
confirms prior cognitions, and they tend to avoid or ignore 
information that disconfirms them (Cohen, Brehm, and La- 
tane, 1959; Olson and Zanna, 1979; Eagly and Chaiken, 
1993). In psychological contract breach, selective attention 
could operate such that prior trust in one's employer will in- 
fluence the likelihood that an employee will perceive a 
breach by his or her employer. Thus an employee with low 
prior trust is more likely to look for, find, and remember inci- 
dents of breach, even in the absence of an objective breach, 
because it is consistent with his or her low prior trust. Con- 
versely, an employee with high prior trust will be less likely 
to perceive a breach when one does not occur and more 
likely to overlook, forget, or not recognize an actual breach 
when it does occur. Thus, the first hypothesis is as follows: 

Hypothesis 1: An employee's initial trust in his or her employer (at 
Time 1) will be negatively related to perceiving a contract breach by 
his or her employer (at Time 2). 

Outcomes of Psychological Contract Breach 

Consistent with prior studies finding psychological contract 
breach to be negatively correlated with various work behav- 
iors (e.g., Robinson and Rousseau, 1994; Robinson and Mor- 
rison, 1995), it is likely that employees who experience a 
psychological contract breach will reduce their subsequent 
contributions to the firm. Katz (1964) identified several dis- 
tinct forms of employee contributions, all of which are im- 
portant to an organization's well-being: (1) performing pre- 
scribed roles as part of one's job; (2) engaging in innovative 
and spontaneous behaviors that are not specified by job re- 
quirements but that facilitate organizational effectiveness; 
and (3) joining and remaining in the organization. Thus, the 
second hypothesis is as follows: 

Hypothesis 2: Psychological contract breach (at Time 2) will be 
negatively related to all three types of employees' contributions to 
the organization (at Time 3). 

Subsequent Trust as a Mediator of the 
Breach-outcome Relationships 

Although prior studies have reported relationships between 
psychological contract breach and employees' negative be- 
havioral reactions, no one has examined why psychological 
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contract breach has the effects that it does. I argue here 
that the impact of psychological contract breach comes 
about as a result of two psychological dynamics: unmet ex- 
pectations and a loss of trust, both of which mediate the 
relationships between psychological contract breach and em- 
ployees' behavioral reactions. The unmet-expectations re- 
search has repeatedly demonstrated that when employees 
fail to receive something they had expected to receive, they 
experience "reality shock," a sense of discrepancy, and thus 
dissatisfaction with the current situation, which in turn low- 
ers performance and increases turnover (for a review, see 
Wanous et al., 1992). When an employee experiences psy- 
chological contract breach, he or she recognizes that some- 
thing expected was not received, which in turn reduces his 
or her contributions to the organization. Thus, the following 
hypothesis is offered: 
Hypothesis 3: A sense of unmet expectations will mediate the re- 
lationship between psychological contract breach (at Time 2) and 
employees' contributions to the firm (at Time 3). 

Critics of the contract paradigm contend that the sole psy- 
chological mechanism underlying reactions to psychological 
contract breach is the sense of unmet expectations. Thus 
the effects of psychological contract breach can be reduced 
to unmet expectations alone. If it is true that psychological 
contract breach has its effects solely through unmet expec- 
tations, it suggests that prior empirical research on the ef- 
fects of psychological contract breach has merely replicated 
the research on the effects of unmet expectations and 
hence it adds little value to the literature. 

Psychological contract theorists, however, contend that the 
effect of psychological contract breach involves more than 
unmet expectations because it entails not only a loss of 
something expected but also an erosion of trust and the 
foundation of the relationship between the two parties. As 
Rousseau (1989: 129) stated, "the intensity of the reaction 
[to violation] is directly attributable not only to unmet expec- 
tations of specific rewards or benefits, but also to more gen- 
eral beliefs about respect of persons, codes of conduct and 
other patterns of behavior associated with relationships in- 
volving trust." 

Prior writings have posited that trust plays a key role in me- 
diating the effects of psychological contract breach, but thus 
far, this role has not been explicated. I argue here that trust 
plays a mediating role because psychological breach under- 
mines two conditions leading to trust-judgments of integ- 
rity and beliefs in benevolence-that in turn reduce employ- 
ees' contributions. Trust comes, in part, from judgments 
about integrity that are based on the perceived consistency 
of another's actions and the extent to which another's ac- 
tions are congruent with his or her words (Mayer, Davis, and 
Schoorman, 1995). In this sense, trust is cognitively estab- 
lished, in that one builds probabilistic beliefs about another's 
future actions based on rational reasons, such as the past 
behavior of or experience with that other party (Lewis and 
Weigert, 1985; Good, 1988). When an employee perceives a 
contract breach by the employer, he or she perceives an in- 
consistency between the employer's words and actions. As 
a result, the employee loses confidence that the contribu- 
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tions made today will be reciprocated, as promised, by the 
employer in the future. The link between performance and 
outcomes is undermined, and the employee's motivation to 
contribute to the firm declines (Katz, 1964; Porter and 
Lawler, 1968). 

Another condition leading to trust is belief in benevolence, 
whereby the trustee is believed to want to do good to the 
trustor because of the specific attachment they share 
(Mayer, Davis, and Schoorman, 1995). Trust comes not from 
a cognitive calculus of how a particular party will act but, 
rather, from the relational bonds between the parties (Lewis 
and Weigert, 1985) and the implicit assumptions that others 
in one's social relationships have respect and concern for 
one's welfare (Barber, 1983; Gambetta, 1988). These implicit 
assumptions are largely taken for granted and unacknowl- 
edged until violated (Garfinkel, 1963; Luhmann, 1979; 
Zucker, 1986). When a psychological contract breach occurs, 
however, it may throw into conscious question the validity of 
these assumptions, which in turn undermines the foundation 
of the relationship itself. Trust is an essential ingredient for 
any stable social relationship (Blau, 1964; Simmel, 1978). 
When promises are broken, this trust is shattered, and as 
the relationship dissolves, the employee pulls away from it, 
less willing to invest further in the relationship and less will- 
ing to act in ways that serve to maintain it. The above argu- 
ments clarify how psychological contract breach may under- 
mine an employee's trust in his or her employer and lead an 
employee to reduce his or her future contributions to the 
firm. Consistent with logic explicated above, the following 
hypothesis is offered: 
Hypothesis 4: A loss of trust will mediate the relationship between 
psychological contract breach (at Time 2) and employees' contribu- 
tions to the firm (at Time 3). 

Prior Trust as a Moderator of the Relationship between 
Breach and Trust 

As previously noted, prior trust may cause psychological con- 
tract breach because of the cognitive consistency bias of 
selective attention: Because people tend to seek out infor- 
mation that confirms their prior beliefs and avoid information 
that disconfirms them, employees with high prior trust will 
be less likely to perceive breaches than employees with low 
prior trust. A similar cognitive consistency bias, known as 
selective interpretation, suggests that prior trust may also 
moderate the relationship between psychological contract 
breach and subsequent trust by influencing the interpretation 
of a breach, if one is perceived. 

Selective interpretation is another way to maintain cognitive 
consistency. It refers to the tendency of individuals to inter- 
pret information in ways that confirm their prior attitudes and 
beliefs (for reviews, see Fiske and Taylor, 1984; Eagly and 
Chaiken, 1993). A primary function of attitudes is to serve as 
an appraisal heuristic, enabling individuals to assess objects 
and events in their environment efficiently and make sense 
of their world (Smith, Bruner, and White, 1957; Pratkanis, 
1989; Pratkanis and Greenwald, 1989). In this capacity, an 
attitudinal heuristic uses a stored evaluation of an object as a 
guide for understanding the actions of that object (Pratkanis 
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and Greenwald, 1989). Research shows that people tend to 
make incoming information fit with their prior attitudes, 
rather than the reverse (Fiske and Taylor, 1984). They also 
readily generate causal explanations of events (Nisbett and 
Wilson, 1977; Wilson and Nisbett, 1978), typically ones that 
reinforce and maintain their prior theories and hypotheses. 
For example, individuals attribute an actor's behavior to inter- 
nal causes when it is consistent with their attitudinal expec- 
tations, but they attribute it to external causes when it is in- 
consistent with those attitudes (Regan, Straus, and Fazio, 
1974). 

This literature suggests that when an employee perceives 
that his or her contract has not been completely fulfilled by 
his or her employer, the employee's prior trust in his or her 
employer will guide or influence the employee's interpreta- 
tion or understanding of that transgression. An employee 
with high prior trust will tend to perceive the breach in ways 
consistent with that prior trust, and thus interpret it in rela- 
tively neutral or positive terms (e.g., viewing it as an uninten- 
tional event, a misunderstanding, a temporary lapse, or out- 
side the responsibility of the employer). As a result, the 
employee will be able to maintain a relatively high level of 
trust in the employer, despite the perceived transgression. In 
contrast, an employee with low prior trust will tend to per- 
ceive the breach in ways consistent with low prior trust and 
to interpret it in a more negative light (e.g., as a deliberate 
dishonest act or as intentional betrayal or violation by the 
employer). Hence, the low-prior-trust employee will actually 
lose the most trust in his or her employer following a per- 
ceived contract breach. Thus, the final hypothesis is as fol- 
lows: 
Hypothesis 5: Prior trust will moderate the relationship between 
psychological contract breach and subsequent trust such that those 
with low prior trust (at Time 1) will experience a greater decline in 
trust (at Time 3) after a perceived breach (at Time 2) than will those 
with high prior trust (at Time 1). 

METHOD 

Sample 

Participants were 125 alumni of a Midwestern graduate busi- 
ness school. Thirty-four percent were women. The average 
age of the participants at the end of the study was 30 years 
(S.D. = 2.01), their average full-time work experience was 
6.29 years (S.D. = 1.78). Average salaries were $69,200, 
ranging from $25,000 to $160,000. The respondents worked 
in a wide variety of industries: consulting (23.5 percent), fi- 
nancial services (18.6 percent), food and kindred products 
(17.5 percent), chemicals and allied products (13.7 percent), 
machinery (5.5 percent), electronic equipment (3.3 percent), 
transportation equipment (3.3 percent), wholesale and retail 
trade (2.7 percent), petroleum and energy products (2.7 per- 
cent), and others (9.2 percent). 

Procedure 

I surveyed participants three times over a 30-month period. I 
gave the first survey, at Time 1 (T1), to 264 graduates of a 
master's of business administration (MBA) program who had 
recently accepted a job offer. They were given the opportu- 
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nity to win a cash prize in return for their participation. Two 
hundred and eighteen responded, yielding an 83 percent re- 
sponse rate. 

The second survey, at Time 2 (T2), was mailed 18 months 
later to the 218 respondents of the first survey. I asked par- 
ticipants to mail the completed surveys to me in self-ad- 
dressed, stamped envelopes. I sent a follow-up letter two 
weeks later and a hand-written note, encouraging participa- 
tion, four weeks later. One hundred and eighty-four com- 
pleted surveys were returned and six were returned as un- 
deliverable due to address changes (response rate of 87 
percent). 

The third survey, at Time 3 (T3), was mailed 12 months after 
the second survey to the remaining 184 participants. Again, I 
sent a follow-up reminder two weeks after the survey was 
mailed and hand-written notes, encouraging participation, 
four weeks later. In total, 165 respondents returned com- 
pleted surveys; four were returned as undeliverable due to 
address changes. The response rate for the third survey was 
92 percent. 

Only those participants who had remained with their em- 
ployer across the three time periods (N = 125) were in- 
cluded in the analysis because the dependent variables were 
measured in the third time period. The one exception to this 
rule was for an analysis examining the relationship between 
psychological contract breach at T2 and turnover at T3. In 
this analysis, the sample (N = 140) comprised those who 
had remained with their employer at all three time periods 
and those who had voluntarily left their employer between 
T2 and T3. 

Measures 

Psychological contract breach. Psychological contract breach 
was measured in the following way. At T1, participants were 
asked to indicate the extent to which their employer was 
obligated to provide a set of items to them. The instructions 
read, "Employers make promises to give employees certain 
things in exchange for their contributions to the organization. 
Using the scale below, please indicate the extent to which 
you believe your employer will be obligated or owe you 
based on an implicit or explicit promise or understanding, the 
following: ...." Participants were provided with a five-point 
Likert-type scale, ranging from "not at all obligated" to "very 
obligated," along with a list of the following employer obliga- 
tions: promotion and advancement, high pay, pay based on 
current level of performance, training, long-term job security, 
career development, and sufficient power and responsibility. 
Thus a high score indicated high perceived obligation, and a 
low score indicated little or no perceived obligation on the 
part of the employer to provide these things. These obliga- 
tions were drawn from Rousseau's (1990) measure of psy- 
chological contracts. Rousseau interviewed human resource 
managers from 13 engineering, accounting and manufactur- 
ing firms and identified these obligations as those most 
commonly promised by employers to MBA graduates during 
the recruitment process. I found additional support for Rous- 
seau's measure in a survey of full-time employed, evening 
MBA students. One set of students (N = 75) were asked to 
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describe what they were obligated to provide to their em- 
ployer and what their employer was obligated to provide to 
them in return. Based on their open-ended responses, I 
compiled a list of the most commonly reported obligations 
and gave it to another set of students (N = 79) who re- 
ported the extent to which these obligations were promised 
to them at the time of hire. Results showed that the seven 
obligations used in Rousseau's (1990) measure were those 
most frequently reported as belonging to the employment 
contracts of this sample. 
At T2, participants were asked to indicate the degree to 
which their employer had fulfilled each of the seven obliga- 
tions measured at T1. The instructions read, "Employers 
make implicit and explicit promises during recruitment which 
obligate them to give certain things to their employees in 
exchange for their employees' contributions to the organiza- 
tion. Employers vary in the degree to which they subse- 
quently fulfill those promises and obligations to their employ- 
ees. Read over the following items listed below. Think about 
the extent to which your employer made implicit or explicit 
promises to provide you with these items. Then think about 
how well your employer has fulfilled those promises. Using 
the scale below, please indicate the extent to which your 
employer has fulfilled the following obligations." They were 
provided with a five-point Likert-type scale, with anchors 
ranging from "not at all fulfilled" to "very well fulfilled." 
The measure of psychological contract breach was created 
as follows. The degree to which each item was fulfilled at 
T2 was subtracted from the degree to which it was obli- 
gated at T1. For example, if an item was perceived to be 
highly obligated at T1 (a score of 5) and was perceived to be 
not fulfilled at all at T2 (a score of 1), it resulted in a high 
breach discrepancy (5 - 1 = 4). Conversely, if an item was 
perceived to be not obligated at T1 (a score of 1) yet well 
fulfilled nonetheless at T2, it resulted in a high fulfillment 
discrepancy (1 - 5 = -4). As a final example, an item not 
perceived promised at T1 (a score of 1) and not fulfilled at 
T2 (a score of 1), yielded no discrepancy (1 - 1 = 0). 

These differences between obligations and fulfillment were 
then aggregated. The aggregated score ranged from -4 to 
+4, such that a -4 score indicated a strong sense of psy- 
chological contract fulfillment and a +4 score indicated a 
strong sense of psychological contract breach. I used this 
measure for several reasons. First, because it takes into ac- 
count both perceived fulfillment and perceived breach of the 
contract, rather than just perceived breach, it captures the 
full range of variance in this variable and does not artificially 
truncate it. Second, aggregating the perceived fulfillment and 
perceived breach of specific items captures the sense of 
psychological contract breach in a way that is consistent 
with the theoretical focus of this paper and with the litera- 
ture's conceptualization of psychological contract breach. 
The sense of psychological contract breach emanates from a 
culmination of perceptions about how specific terms of the 
psychological contract have been fulfilled. This general per- 
ception takes into account breach discrepancies (perceptions 
that the employer has failed to fulfill specific obligations), 
fulfillment discrepancies (perceptions that the employer has 
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provided some terms beyond what the employer was obli- 
gated to provide), and no discrepancies (perceptions that the 
employer has fulfilled specific obligations as promised). Coef- 
ficient alpha for this scale was .78. 

In addition to the above quantitative measure of the degree 
of breach, I also obtained a qualitative measure of the inter- 
pretation of the perceived breach from a subset of the par- 
ticipants (N = 33). These participants were asked, at T2, to 
indicate why their employer had failed to fulfill their contract. 
These responses were then coded in terms of the degree to 
which the participant perceived the employer to be responsi- 
ble for the contractual transgression. This coding was done 
by three judges, blind to the purpose of the study, using a 
scale ranging from 1, "not at all the employer's fault," to 5, 
"very much the employer's fault." I aggregated the re- 
sponses of the judges to create a measure of the interpreta- 
tion of the psychological contract breach, in this case, the 
degree to which the psychological contract breach was per- 
ceived to be the fault of the employer. 

Trust. Trust was measured at T1 and T3. I used a seven- 
item trust scale that reflects the dimensions of trust identi- 
fied by Gabarro and Athos (1976). Items included in this 
scale were the following: "I believe my employer has high 
integrity"; "I can expect my employer to treat me in a con- 
sistent and predictable fashion"; "My employer is not al- 
ways honest and truthful"; "In general, I believe my employ- 
er's motives and intentions are good"; "I don't think my 
employer treats me fairly"; "My employer is open and up- 
front with me"; "I am not sure I fully trust my employer." 
Participants used a five-point Likert-type scale, with anchors 
ranging from "strongly disagree" to "strongly agree." Coeffi- 
cient alpha for the T1 measure was .82; for T3, it was .87. 

Unmet expectations. Unmet expectations was measured 
with two global items at Time 3: "To what extent have your 
initial expectations (at the time of hire) been met regarding 
what you thought you would get from your job?" and "Have 
your initial expectations, what you thought you would get 
from your organization when you joined, been met?" Partici- 
pants answered both questions using a five-point Likert-type 
scale, with anchors ranging from "not at all met" to "very 
well met." The correlation between these two items was 
.81, and they were thus aggregated into a single index. 

Employee Contributions 

Performance. I assessed performance at T3 by asking partici- 
pants to answer two questions: (1) How would you rate 
your own work performance? and (2) How would your em- 
ployer probably rate your work performance? Participants 
used five-point Likert-type scales, with anchors ranging from 
"poor" to "excellent." These two items were highly corre- 
lated (r .84) and hence were combined into a single index. 

Organizational citizenship behavior: Civic virtue. Organ (1988) 
identified five distinct dimensions of organizational citizen- 
ship behavior (OCB): altruism, conscientiousness, courtesy, 
sportsmanship, and civic virtue. This study focused on the 
civic virtue form of 0GB, which is defined as "behavior on 
the part of an individual that indicates that he/she responsi- 
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bly participates in, is involved in, or is concerned about the 
life of the company" (Podsakoff et al., 1990: 115). I selected 
civic virtue for attention because, compared with other types 
of citizenship behavior, it is usually directed at the organiza- 
tion and more likely to be a purposeful contribution to the 
organization by an employee. Altruism, sportsmanship, and 
courtesy, in contrast, are typically directed at individuals 
within the organization, and conscientiousness, although it 
can be targeted at the organization, is often targetless (Or- 
gan, 1988). Thus, although all forms of OCB are contribu- 
tions to the organization and thus may be influenced by psy- 
chological contract breach, civic virtue is the most direct 
contribution and thus should be most influenced by per- 
ceived breach. 

On the third survey, civic virtue was assessed using a mea- 
sure designed by Podsakoff et al. (1990). Participants were 
asked to indicate how characteristic each of four statements 
was of their behavior at work. Responses were on a five- 
point Likert-type scale, with anchors ranging from "very un- 
characteristic" to "very characteristic." Sample items in- 
cluded "I attend functions that are not required, but that 
help the agency/company image" and "I attend meetings 
that are not mandatory, but are considered important." The 
coefficient alpha of this measure was .67. 

Intentions to remain. Intentions to remain with one's em- 
ployer was measured at T1 and at T3. At T1 and T3, partici- 
pants were asked, "How long do you intend to remain with 
your current employer?" (in years). At T3, participants were 
also asked four Likert-scaled questions, borrowed from Chat- 
man (1991): (1) To what extent would you prefer a job other 
than the one you are in? (2) To what extent have you 
thought about changing firms since you began to work for 
your firm? (3) If you had your way, will you be working for 
your firm 3 years from now? and (4) How long do you intend 
to remain with your firm? These items were combined into a 
single measure. Coefficient alpha was .86. 

Turnover. Actual turnover was measured at T2 and T3 by 
asking participants how many employers they had worked 
for since graduation. To calculate turnover, I dummy coded 
this information (0 = still with first employer; 1 = had left 
first employer). To distinguish between voluntary and invol- 
untary turnover, I also asked participants the following ques- 
tion: "If you are no longer with the firm you joined right af- 
ter graduation, please indicate the reason(s) why (check all 
that apply): (1) I was laid off (e.g., due to economic condi- 
tions, restructuring, etc.) (2) I was fired (e.g., due to poor 
performance, personality clashes, etc.) (3) I quit because 
(please specify) and (4) Other (please specify)." By T2, 22 
(14 percent) had resigned, and by T3, a total of 39 (24 per- 
cent) had left their employer; two reported having been 
fired, and the remaining 37 claimed to have left voluntarily. 
Thus, 15 respondents had voluntarily resigned from T2 to T3. 

Control Variables 

Several additional variables were controlled for in the analy- 
ses to rule out alternative explanations. For all of the analy- 
ses, trust in one's employer (T1), years of work experience, 
and intentions to remain (Ti) were controlled for, because 
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trust, tenure, and intentions to remain with the organization 
may influence employees' contributions to the firm by in- 
creasing their attachments and vested interests in the suc- 
cess of the organization. Further, the absolute number of 
pay raises received by T3 and the absolute number of pro- 
motions received by T3 were controlled for in all of the anal- 
yses because they represent common rewards that should 
strongly influence managerial performance. By demonstrat- 
ing that psychological contract breach (including perceived 
breach of promises of pay and promotions) has its effects on 
subsequent performance beyond that accounted for by the 
absolute number of pay raises and promotions actually re- 
ceived, one shows that it's not just the amount of these re- 
wards received that matters but, rather, the extent to which 
the employee received those rewards commensurate with 
what was perceived to be promised and obligated to be pro- 
vided by the employer. 

RESULTS 

Table 1 reports the means, standard deviations, and zero- 
order intercorrelations of the measures. The three depen- 
dent variables were reasonably independent, with the high- 
est correlation existing between performance and civic virtue 
(r = .41, p < .01). Trust (Ti) ranged from moderate to high, 
with a mean of 4.12, suggesting that these new employees 
entered the employment relationship with at least some de- 
gree of trust in their new employer. An examination of initial 
obligations at the time of hire reveals that these employees 
believed that their employer was obligated to fulfill the fol- 
lowing conditions (mean level of obligation in parentheses): 
pay based on current level of performance (4.36); career de- 
velopment (3.93); sufficient power and responsibility (3.63); 
training (3.61); promotion and advancement (3.55); high pay 
(3.02); and long-term job security (2.46).Hierarchical regres- 
sion was used to test hypothesis 1, that initial trust in one's 
employer would be negatively related to perceiving a con- 
tract breach. In the first step, psychological contract breach 
was regressed on several control variables: intentions to re- 
main (Ti), initial obligations, and work experience. When 
trust (Ti) was entered into the equation, it produced a signif- 
icant beta (-.19, p < .05), indicating that it explained unique 
variance in psychological contract breach that was not 
accounted for by the other variables, which supports 
hypothesis 1. 

Hypothesis 2, predicting that psychological contract breach 
would be negatively related to employees' contributions, 
was tested with several sets of hierarchical regressions, one 
for each dependent variable. For each equation, the control 
variables were entered first, followed by psychological con- 
tract breach. As Table 2 reveals, after controlling for number 
of promotions received, number of pay increases received, 
trust (Ti), intentions to remain (Ti), and work experience, 
psychological contract breach was found to be negatively 
related to performance, civic virtue, and intentions to remain 
with one's employer (T3). Relatedly, those who had voluntar- 
ily left their employer between T2 and T3 had reported sig- 
nificantly more psychological contract breach (mean = 4.85) 
than did those who had not left their employer (mean . 82, 
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Table 1 

Means, Standard Deviations, and Zero-Order Correlations of Measures (N = 125) 

Variable Mean S.D. 1 2 3 4 5 6 7 

1. Promotions 1.04 .72 
2. Pay increases 2.37 .80 .25-- 
3. Trust (Ti) 4.12 .57 .09 .02 
4. Intent to remain (Ti) 15.91 9.95 -.12 -.08 .13 
5. Work experience 6.14 1.61 -.08 -.01 .04 .13 
6. Unmet expectations 2.66 1.10 -.10 -.20- .04 -.01 .13 
7. Overall breach (T2) .16 .83 - .09 -.09 -.18- -.09 -.16 .30 
8. Breach-promotion -.02 1.50 -.06 -.11 -.03 -.11 -.13 .22- .65-- 
9. Breach-high pay -.26 1.41 .04 .04 -.07 -.08 -.20- .15 .63-- 

10. Breach-perf. based pay 1.01 1.24 .09 -.06 -.14 -.01 -.10 -.31 -- .61 -- 
11. Breach training .45 1.33 - .07 - .04 - .04 .02 - .04 .34-- .66-- 
12. Breach-job security -.87 1.32 -.08 -.08 -.01 -.18- -.01 .03 .49-- 
13. Breach-development .51 1.16 -.190 -.05 -.01 -.03 -.07 .30-- .66-- 
14. Breach-responsibility -.03 1.27 -.06 .03 -.02 -.09 - .09 .14 .67-- 
15. Intent to remain (T3) 2.98 1.42 -.04 .09 -.15 -.11 .15 -.31-- -.38-- 
16. Trust in employer (T3) 3.40 .84 .01 .08 .34-- .02 .01 -.29-- -.29-- 
17. Civic virtue 4.04 .57 .13 - .10 .16 .22- .04 - .08 - .25-- 
18. Performance 4.45 .57 .18 -.04 .09 .13 -.05 - .26-- - .18- 
19. Turnover n/a n/a n/a n/a -.11 .12 n/a n/a .20- 

* p < .05; --p < .01. 

t = 3.00, p < .001). These results taken together indicate 
that psychological contract breach was negatively related to 
employees' contributions to the firm, and thus hypothesis 2 
was supported. 

Hypotheses 3 and 4 predicted that the above relationships 
between psychological contract breach and employees' con- 
tributions would be mediated by unmet expectations and 
trust (T3), respectively. To test these hypotheses, I followed 
Baron and Kenny's (1986) recommendations for examining 
mediating effects in regression. They argued that mediation 
is demonstrated if three conditions are fulfilled: The first 
condition stipulates that the independent variable and the 
proposed mediator must each be significantly related to the 
dependent variable when considered separately. The preced- 
ing analyses demonstrated that the independent variable 
(psychological contract breach) was significantly related to 
the three dependent variables (performance, civic virtue, and 
intentions to remain), independent of the proposed media- 
tors (trust and unmet expectations). To determine whether 
the proposed mediators were related to the three dependent 
variables, the correlation matrix in Table 1 was examined. 
Trust (T3) was significantly related to performance, civic vir- 
tue, and intentions to remain (T3), and trust (T3) therefore 
met the first condition as a mediator for all three variables. 
Unmet expectations was also significantly related to perfor- 
mance and intentions to remain (T3), but it was not related 
to civic virtue. Thus, unmet expectations fulfilled the first 
condition as a potential mediator for two of the dependent 
variables, but not as a mediator for the relationship between 
psychological contract breach and civic virtue. 

The second condition requires the independent variable to 
be significantly related to the proposed mediator. This condi- 
tion was tested by separately regressing trust-(T3) and un- 
met expectations on the control variables and psychological 
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Table 1 (continued) 

8 9 10 11 12 13 14 15 16 17 18 

.48-- 

.33-- .54-- 

. 19-, .28- ... 38-- 

.16 .07 -.00 .18 

.23- . 18' .32--O .50-- .41- 

.35 5- .28 8-- .20- .35-- .31- .40-- 
-.21* -.21 -.28-- -.33-- -.00 -.30-- .32" 
-.10 -.1 1 -.29-- -.26-- -.05 -.26-- -.24-- .60- 
-.1 1 -.20- -.15 -.21- -.06 -.24" -.16 .38- .32" 
-.04 -.12 -.09 -.08 -.15 -.25-- -.1 1 .30-- .4100 .41-- 

.24-- .06 .00 - .06 .15 .15 .31-- n/a n/a n/a n/a 

contract breach. As Table 3 reveals, psychological contract 
breach was significantly related to both trust (T3) and unmet 
expectations. Hence, both of the proposed mediators met 
the second condition. 

The last condition stipulates that the relationship between 
the independent variable and the dependent variable should 
be weaker or nonsignificant when the proposed mediator is 
in the regression equation than when the proposed mediator 
is not in the equation. To test this last condition, several re- 
gressions were performed for each dependent variable, with 
and without each of the potential mediating variables. Table 
4 shows the results. 

When performance was regressed on psychological contract 
breach, number of promotions received, number of pay in- 
creases received, trust (Ti), intentions to remain (Ti), and 
work experience, psychological contract breach was found to 
be significant and negatively related to performance. In step 
2, unmet expectations was added to the equation, and un- 

Table 2 

Hierarchical Regressions Predicting the Impact of Breach on Employee Contributions at Time 3 (N = 125) 

Variables Performance Civic virtue Intent to remain (T3) 

Promotions .17 .18-- .20- .18- .07 .04 
Pay increases -.02 -.04 -.13 -.15 .12 .09 
Trust (Ti) .05 -.04 .07 -.06 .05 -.03 
Intent to remain (Ti) .15 .14 .23-- .21-- .09 .16 
Work experience - .17 -.19- -.07 -.09 -.05 - .08 

Step 2: Predictor 
Breach (T2) -.18- .22-- .35-- 

R2- .06 .09t- .09 .14 .03 .15 
F 1.56 1.9600 2.36- 3.0700 .75 3.23-- 
(d.f.) (5,115) (6,113) (5,115) (6,113) (5,115) (6,113) 
Change in p2 .03 .05 .12 

*p < .05;*p < .O1. 
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Table 3 

Hierarchical Regressions Predicting the Impact of Breach on Employee 
Trust and Unmet Expectations at Time 3 (N = 125) 

Variable Unmet expectations Trust 

Promotions - .04 - .01 - .01 - .03 
Pay increases -.19- -.17- .07 .05 
Trust (T1) -.03 -.01 .28- .27-- 
Intent to remain (T1) .01 .04 - .02 - .05 
Work experience .18- .22- - .09 - .12 

Breach .33- - .26-- 

R 2 .08 .18 .09 .16 
F 1.86 4.22"0 2.36' 3.57"0 
(d.f.) (5,115) (6,113) (5,115) (6,113) 
Change in R2 .11 .07 

'p < .05; "p < .01. 

met expectations was significant, while psychological con- 
tract breach was no longer significant. In step 3, unmet ex- 
pectations was removed from the equation and trust (T3) 
was added in. Trust (T3) was found to be significant, and 
psychological contract breach was no longer significant. In 
step 4, both trust (T3) and unmet expectations were entered 
into the equation together and both were found to be signifi- 
cant, although trust (T3) explained more variance, and psy- 
chological contract breach was not significant. Taken to- 
gether, these results indicate that both trust (T3) and unmet 
expectations each separately fully mediated the relationship 
between psychological contract breach and performance; 
that each mediator explained unique variance unaccounted 
for by the other mediator; and that trust (T3), in comparison 
with unmet expectations, played a stronger mediating role. 

When civic virtue was regressed on psychological contract 
breach, number of promotions received, number of pay in- 
creases received, trust (Ti), intentions to remain (Ti), and 
work experience, psychological contract breach was found to 
be significant and negatively related to civic virtue. Next, 
when trust (T3) was added to the equation, it was found to 

Table 4 

Hierarchical Regressions Examining the Mediating Effects of Unmet Expectations and Trust on the 
Breach-Contribution Relationships (N = 125) 

Variable Performance Civic virtue Intent to remain (T3) 

Promotions - .1 8- - .21- - .24"- - .26-- . 18- . 18' .04 .04 .06 .05 
Pay increases -.04 -.08 -.05 -.08 -.15 -.16 .09 .04 .06 .03 
Trust (T1) .04 .03 -.07 -.07 .06 .01 .03 .02 -.12 -.12 
Intent to remain (T1) .14 .16 .17 . 18- .21- .2200 .06 .07 .09 .09 
Work experience -. 19 -.15 -. 17- -.14 -.09 -.06 -.08 -.02 -.02 .03 
Breach -. 18 -.08 -.08 -.02 -.22" -.16 -.35" -.24-- -.20"- -.13 

Unmet expectations - .22' - .22' - .27- - .24" 
Trust (T3) .30"- .33" .23"- .56"- .53" 

R 2 .09 .16 .20 .24 .14 .19 .15 .22 .41 .46 
F 1.96' 2.94" 4.01" 4.38" 3.07-" 3.60" 3.23" 4.51 " 11.1 8"- 11.58 
(d.f.) (6,113) (7,112) (7,112) (8,110) (6,113) (7,112) (6,113) (7,112) (7,112) (8,110) 
Change in R 2 .06 .11 .04 .05 .04 .12 .07 .26 .24 

'p < .05; "-p < .01. 
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be significant, whereas psychological contract breach was no 
longer significant. Thus, trust (T3) fully mediated the relation- 
ship between psychological contract breach and civic virtue 
behavior. As previously noted, since unmet expectations 
was found to be unrelated to civic virtue, it precluded the 
possibility of unmet expectations serving as a mediator for 
the relationship between perceived breach and civic virtue. 

Finally, regressing intentions to remain (T3) on psychological 
contract breach, number of promotions received, number of 
pay increases received, trust (Ti), intentions to remain (T1), 
and work experience, psychological contract breach was 
found to be significant and negatively related to intentions to 
remain (T3). When unmet expectations was added to the 
equation, it was significant, but psychological contract 
breach also remained significant, although its beta weight 
decreased. Conversely, when trust (T3) was added to the 
equation, it was significant, but psychological contract 
breach also remained significant, although its beta weight 
decreased. The beta weight of psychological contract breach 
decreased more when trust (T3) was entered into the equa- 
tion than when unmet expectations was entered into the 
equation. When both unmet expectations and trust were 
added to the first equation, both mediators were significant, 
although trust (T3) explained more variance than unmet ex- 
pectations, and psychological contract breach was no longer 
significant. Taken together, this set of regression equations 
indicates that trust (T3) and unmet expectations (T3) each 
separately partially mediated the relationship between psy- 
chological contract breach and intentions to remain (T3); to- 
gether the two mediators fully mediated the relationship; 
and trust (T3), compared with unmet expectations, was a 
stronger mediator. 

Thus the relationship between psychological contract breach 
and performance was fully mediated by unmet expectations 
and by trust, although trust explained more variance than 
unmet expectations. The relationship between psychological 
contract breach and civic virtue was fully mediated by trust 
only and not at all mediated by unmet expectations. Finally, 
the relationship between psychological contract breach and 
intentions to remain was partially mediated by unmet expec- 
tations and by trust, although trust played a stronger mediat- 
ing role than unmet expectations, and fully mediated by both 
unmet expectations and trust together. The results show 
considerable support for -the third and fourth hypotheses, 
which predicted that unmet expectations and trust would 
mediate the negative relationships between psychological 
contract breach and employee contributions. 

Hypothesis 5 posited that trust (T1) would moderate the re- 
lationship between psychological contract breach and trust 
(T3), such that those with low prior trust should experience a 
greater decline in trust following a psychological contract 
breach than those with high prior trust. To test this hypothe- 
sis, moderated regression was performed. The interaction 
terms used in this approach are likely to correlate with the 
variables from which they were created. To reduce this mul- 
ticollinearity, Aiken and West (1991) and Cronbach (1987) 
recommended that the independent variables first be cen- 
tered around zero, subtracting each variable from its respec- 
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tive mean. This transformation does not affect the correla- 
tions among the variables, and it allows for a better estimate 
of the interaction term. In the first step, the centered depen- 
dent variable was regressed on the independent variable 
along with the control variables. In the second step, the in- 
teraction term was added to the equation. 

Table 5 

Hierarchical Regressions Examining the Moderating Influence of Prior 
Trust (N = 125) 

Variable Unmet expectations Trust (T3) 

Promotions - .01 - .01 - .03 - .03 
Pay increases -.15 -.16 .03 .04 
Intent to remain (T1) -.04 .04 -.04 -.07 
Work experience -.21 .21 -.09 -.09 
Trust (T1) .01 .01 .27-- .22-- 
Breach .30-- .3000 - .22- - .17 
Trust (T3) -.12 -.12 
Unmet expectations - .13 -.1 1 

Trust (T1) x Breach -.02 .19- 

R2 .20 .20 .17 .21 
F 3.9700 3.4500 3.3300 3.5300 
(d.f.) (7,112) (8,110) (7,112) (8,110) 
Change in R2 .00 .03 

*P < .05; ..p < .01. 

As Table 5 shows, the interaction term was significant for 
the relationship between psychological contract breach and 
trust (T3). As would also be expected, it was not significant 
for the relationship between psychological contract breach 
and unmet expectations. To interpret the effect of the inter- 
action term, I followed Aiken and West's (1991) recommen- 
dations. First, the regression equation was restructured alge- 
braically to express the regression of trust (T3) on 
psychological contract breach at different levels of prior trust 
(T1): Y = (b1 + b3ZX + (b2Z + BO), where b1 = the un- 
standardized regression coefficient for psychological contract 
breach, b2 = the unstandardized regression coefficient for 
prior trust (T1), b3 = the unstandardized regression coeffi- 
cient for the breach x prior trust interaction, and bo = the 
constant. Next, a series of simple regression equations were 
derived by substituting in three different values of prior trust, 
as recommended by Cohen and Cohen (1983): the mean of 
prior trust as a centered variable (.00), one standard devia- 
tion above the mean (.57), and one standard deviation below 
the mean (-.57). These simple slopes and their correspond- 
ing equations are presented in Figure 1. Next, t-tests for 
each of the simple slopes were computed to determine 
whether each of the slopes differed from zero and each 
other. 

As Figure 1 illustrates, the direction of the interaction effect 
is consistent with hypothesis 5: those with low prior trust 
experienced a greater decline in trust following a psychologi- 
cal contract breach than did those with high prior trust. 
When prior trust is relatively high, the relationship between 
psychological contract breach and trust (T3) is not signifi- 
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cant; when prior trust is moderate, the relationship is signifi- 
cant and negative; when prior trust is relatively low, the sig- 
nificant negative relationship between psychological contract 
breach and trust is even stronger. 

Figure 1. The interaction between trust at Time I and breach in pre- 
dicting trust at Time 3. 
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The above interaction effect was expected on the basis of 
the rationale that the lower an employee's prior trust, the 
more likely he or she will be to perceive or interpret the con- 
tractual transgression in a negative light and the more his or 
her subsequent level of trust will be affected.To test this 
argument further, I conducted an analysis of participants' 
written explanations for why the perceived breach occurred, 
which had been provided by a subset of the sample (N = 
33). Consistent with the above argument, trust (Ti) was 
found to be negatively related to holding the employer re- 
sponsible for the perceived breach (beta = -.34, p < .05), 
and holding the employer responsible for the perceived 
breach was found to be negatively related to trust (T3) when 
controlling for prior trust (T1) (beta = - .33, p < .08). 

DISCUSSION 

It has been suggested that the traditional employment rela- 
tionship of long-term job security in return for loyalty is be- 
coming extinct (e.g., Altman and Post, 1996) and that em- 
ployees are now cynical and unwilling to trust the promises 
of their employers in this era of downsizing and organiza- 
tional change (Kanter and Mirvis, 1989). The results of this 
study, however, do not support these claims: New hires in 
this study reported relatively high initial trust in their employ- 
ers, and they reported that their employers made promises 
obligating them to provide a variety of traditional benefits 
and rewards in return for the employees' contributions to 
the firm. Moreover, these employees believed in the prom- 
ises of their employer, reacting strongly when those prom- 
ises went unfulfilled. 
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Effects of Psychological Contract Breach 

Psychological contract breach was found to be negatively 
related to three forms of employee contributions: perfor- 
mance, civic virtue behavior, and intentions to remain with 
the organization. The results reported here are surprisingly 
strong when one considers several facts. First, the reports 
of employee contributions were obtained one year after the 
occurrence of the psychological contract breach. Thus, the 
effects of psychological contract breach may be enduring. 
Second, employees reported their contributions to their firm 
in the same survey that they reported the number of promo- 
tions and pay raises they had received since joining the firm. 
Despite the fact that they were required to contemplate and 
report on pay, promotions, and contributions at the same 
time, and despite the fact that pay and promotion are central 
motivators of performance, neither the absolute number of 
pay raises or promotions obtained explained as much vari- 
ance in employee contributions as did psychological contract 
breach one year earlier. 

These findings both confirm and extend the few prior stud- 
ies that have found negative relationships between psycho- 
logical contract breach and employee behaviors, such as citi- 
zenship behavior (Robinson and Morrison, 1995), intentions 
to remain (Robinson and Rousseau, 1994), and decreases in 
employees' perceived obligations to their employer (Robin- 
son, Kraatz, and Rousseau, 1994). This study, however, has 
several significant unique strengths. It entailed a more com- 
prehensive examination of the relationship between psycho- 
logical contract breach and employee contributions because 
it considered three different facets of employee contribu- 
tions. Second, this study used a validated, multi-item mea- 
sure of psychological contract breach, whereas most prior 
studies have relied on a single-item, global measure. Finally, 
it was longitudinal, rather than cross sectional, and it statisti- 
cally controlled for alternative explanatory variables. This 
study thus provides stronger evidence than prior works that 
psychological contract breach causes decreases in the full 
range of employee contributions to the firm. 

Trust as a Cause of Psychological Contract Breach 

The primary contribution this study makes is that it expli- 
cates and empirically examines the roles of trust in the psy- 
chological contract breach experience. Much of the theoreti- 
cal literature on psychological contracts mentions trust as an 
important related construct, yet virtually no attention has 
been devoted to understanding the relationship between 
trust and psychological contract breach. The first role of trust 
identified in this study was as a factor influencing the likeli- 
hood that psychological contract breach would be perceived. 
Initial trust in one's employer was found to be negatively 
related to psychological contract breach one year later. A 
simple explanation for this observed relationship is that em- 
ployers who are not trustworthy are both less likely to be 
trusted by their employees and more likely actually to breach 
an employee's contract. An alternative explanation, however, 
is that this relationship is due to the bias of selective atten- 
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tion. A large stream of research demonstrates that people 
tend to seek out and recall information that confirms their 
prior beliefs and attitudes while ignoring, overlooking, or for- 
getting evidence that disconfirms them (Fiske and Taylor, 
1984; Eagly and Chaiken, 1993). Employees with high initial 
trust in their employers may have overlooked or forgotten 
actual breaches by their employer, whereas employees with 
low initial trust may have actively searched for or remem- 
bered incidents of breach, even when no actual breach 
occurred. 

Trust as a Mediator of the Relationship between Breach 
and Outcomes 

Trust was also identified in this study as a mediator of the 
relationships between psychological contract breach and em- 
ployees' subsequent contributions. Consistent with prior psy- 
chological contract theory, results showed that psychological 
contract breach led to a loss of trust, which in turn fully me- 
diated the relationship between perceived breach and two 
employee contributions and partially mediated another. Un- 
met expectations, however, partially mediated two of the 
relationships between psychological contract breach and em- 
ployee contributions and fully mediated another. 

The above results on the mediating role of trust and unmet 
expectations have several important theoretical implications. 
The contract literature has repeatedly stated two assump- 
tions: (1) that a loss of trust is the critical ingredient in the 
relationship between psychological contract breach and sub- 
sequent employee reactions and (2) that the impact of psy- 
chological contract breach comes from something more than 
just the loss of expected rewards and benefits. This study 
empirically supports these previously untested assumptions, 
and this is important for two reasons. First, it empirically 
demonstrates, for the first time, why psychological contract 
breach has the effects that it does on employee behavior, 
because it identifies the crucial mediating variables. Second, 
it validates the several prior studies on the effects of psy- 
chological contract breach. Until now, it was impossible to 
determine whether prior studies on the effects of psycholog- 
ical contract breach were demonstrating anything new be- 
yond what is already known about the effects of unmet ex- 
pectations. Even though it has been argued in the contract 
literature that psychological contract breach and unmet ex- 
pectations were not synonymous and that the effects of 
psychological contract breach were something more than 
just the effects of unmet expectations, there were no empir- 
ical data to support these claims. The results of this study 
show that psychological contract breach produces unmet 
expectations but that unmet expectations alone cannot ac- 
count for the effects of psychological contract breach. These 
results also suggest that although the constructs of psycho- 
logical contracts and psychological contract breach are re- 
lated to expectations and unmet expectations, they are in 
fact distinct. To date, the relationship between these con- 
structs has been unclear, and the literatures on them have 
tended to remain separated. This study brings them together 
and suggests that these literatures do not compete with 
each other but, rather, complement one another. 
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Trust as a Moderator 

Perhaps the most interesting finding of this study is that 
prior trust moderated the relationship between psychological 
contract breach and subsequent trust; employees with low 
initial trust in their employer experienced a greater decline in 
their trust following a perceived breach than did employees 
with high initial trust in their employer. This relationship can 
be attributed to the bias of selective interpretation; employ- 
ees with high initial trust assimilate the evidence of an unful- 
filled contract into their prior attitude of trust, such that the 
contractual transgression is interpreted in a positive light, 
whereas employees with low levels of initial trust are more 
likely to interpret the psychological contract breach in the 
most unfavorable light and thus confirm their prior attitude. 
Content analysis of written attributions for the perceived 
breach by a subset of the sample supports this argument. 
Employees with low prior trust were more likely than those 
with high prior trust to blame their employer for the per- 
ceived breach, and blaming their employer for the perceived 
breach was negatively related to subsequent trust. This find- 
ing is consistent with a long history of research on attitude 
function, cognitive consistency, and preservation of sche- 
mata (for reviews, see Fiske and Taylor, 1984; Eagly and 
Chaiken, 1993) that shows that beliefs and attitudes influ- 
ence individuals' interpretations of reality such that they in- 
terpret it in ways consistent with those prior beliefs and atti- 
tudes. Even when faced with evidence that should 
disconfirm their prior beliefs, individuals are able to devise 
causal explanations for that evidence that allows the prior 
belief to remain intact (Nisbett and Ross, 1980). 

This reported interaction effect between psychological con- 
tract breach and prior trust has several important theoretical 
implications. First, with the exception of Robinson and Rous- 
seau (1994), we know nothing about factors that moderate 
the relationship between psychological contract breach and 
its effects. That prior trust in one's employer influences both 
one's recognition of a psychological contract breach and 
one's interpretation of that perceived breach demonstrates 
that the experience of psychological contract breach and vio- 
lation does not occur in a vacuum but depends on the social 
and psychological context in which it occurs. Second, under- 
standing the factors that moderate the relationship between 
breach and subsequent trust is important because psycho- 
logical contract breach has its impact on employee contribu- 
tions largely through a loss of subsequent trust. 

The interaction effect reported here is especially interesting 
when compared with the findings of Brockner, Tyler, and 
Cooper-Schneider (1992), who found a similar interaction ef- 
fect but one that worked in the opposite direction. They 
found that individuals with high prior commitment to an au- 
thority experienced a greater decline in their commitment 
after the authority was perceived to be unfair than did indi- 
viduals with low prior commitment. The results of these two 
studies, which appear different on the surface, may actually 
be combined to reach an interesting conclusion. This study 
examined the interaction between an individual's prior posi- 
tive attitude and the perceived occurrence of an action by an 
authority (e.g., the extent to which the authority fulfilled its 
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promises), showing that employees' prior positive attitudes 
toward an employer will tend to mitigate the impact of per- 
ceived negative actions by that employer because employ- 
ees will tend to interpret those actions in a way that is con- 
sistent with their prior positive attitude. Brockner and his 
colleagues, however, examined the interaction between an 
individual's prior attitude and the individual's judgment of 
fairness of an authority's action, which means that they 
measured not whether the employee perceived the employ- 
er's actions but, rather, the employee's interpretation of 
those actions that were perceived. Their study shows that if, 
despite an employee's positive prior attitude, the employer's 
actions are ultimately interpreted in a negative light by the 
employee, a contrast effect will result, and the employee's 
subsequent positive attitude will be strongly and negatively 
affected. An interesting avenue for future research would be 
to test this explanation and to identify the threshold of as- 
similation: At what point will disconfirming events be assimi- 
lated with one's prior positive attitudes and at what point 
will such events be seen as disconfirming one's prior posi- 
tive attitudes? 

Additional Implications 

Demonstrating the relationship between trust and the ef- 
fects of psychological contract breach bridges the gap be- 
tween the emerging psychological contracts literature and 
the more established literature on organizational trust. Trust 
has been long associated with organizational effectiveness 
(e.g., Deutsch, 1958; Zand, 1972; Golembiewski and 
McConkie, 1975). The findings of this study reveal an addi- 
tional way in which trust influences organizational effective- 
ness: by influencing employees' perceptions and interpreta- 
tions of contract breach and their contributions to the firm 
after the perceived breach. Moreover, this study extends 
prior studies of trust by revealing an important potential 
cause of trust: psychological contract breach. Finally, this 
study lends empirical support to past and current theory on 
the development of trust. It has been repeatedly argued that 
trust begets trust, such that trust between two parties pro- 
motes trusting behavior, which in turn enables trust to de- 
velop further (e.g., Solomon, 1960; Zand, 1972). The findings 
reported here suggest that trust may beget trust not only by 
influencing the trusting behavior of each party but also by 
influencing each party's perceptions of the other's behavior. 

Limitations 

One limitation of this study may be the generalizability of the 
results. The relationship between psychological contract 
breach, trust, and employee contributions may be weaker or 
nonexistent in situations in which employees' behavior is 
much more constrained. Employees with high skills levels, 
mobility, and employment alternatives, such as those in this 
study, can afford to reduce their inputs. Situational con- 
straints, however, could reduce the relationship between 
attitudes and behaviors (Schuman and Johnson, 1976; Prat- 
kanis and Greenwald, 1989) and between trust and coopera- 
tion (Mayer, Davis, and Schoorman, 1995). Employees with 
job insecurity, few skills, or few employment alternatives 
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may not change their contributions despite the experience of 
psychological contract breach. 

There are also several possible limitations to the measure of 
psychological contract breach. First, this measure does not 
account for possible change in the psychological contract 
from Time 1, when the promises were made, to Time 2, 
when the breach was perceived. If the terms of the agree- 
ment have changed, this measure may have error that would 
have weakened the reported results. This limitation would 
be difficult to circumvent, however, because it requires one 
to be able to measure the perceived obligation of each con- 
tract term just before that particular term is perceived unful- 
filled by each individual. 

A second possible limitation of this measure is that it aggre- 
gated the degree to which specific terms were perceived to 
be breached and fulfilled, weighing perceived breaches and 
fulfillment equally. People may be more sensitive to per- 
ceived breaches, however, than to perceived fulfillment (or 
overfulfillment), and thus one may argue that the former 
should be weighted more heavily than the latter in the ag- 
gregation. Because it is very difficult to determine how 
much more weight should be given to perceived breaches 
than to perceived fulfillment, they were weighted equally, 
which produces the most conservative measure of psycho- 
logical contract breach. A related limitation of this measure is 
that it does not take into account the possibility that some 
terms may be more personally important to specific employ- 
ees than others and therefore should be weighted more 
heavily than others. A finer-grained measure may have pro- 
duced stronger results. 

Managerial Implications 

This study highlights the practical importance of maintaining 
employees' perceptions of trust and contract fulfillment. Pre- 
vious work implicating the role of contracts and contracting 
within organizations has centered around the importance of 
specifying optimal contracts to achieve a convergence be- 
tween individual and organizational goals (e.g., Alchian and 
Demsetz, 1972; Williamson, 1975). This study suggests, 
however, that managing employees' perceptions of the em- 
ployer and the employment contract may be as important as 
creating a specific type of contract in the first place. 

The results showing the impact of prior trust on the recogni- 
tion and interpretation of a breach offers a particularly inter- 
esting consideration for managers. If prior trust moderates 
the impact of psychological contract breach, it suggests that 
firms that actively establish and maintain trusting relation- 
ships with their employees may inoculate them from the 
negative effects of potential contractual transgressions. If 
employers can earn the trust of their employees early on, 
employees will be less likely to perceive a contract breach in 
the first place and more likely to retain their trust despite 
possible changes or breaches (perceived or actual) in the 
employment agreement. 

Psychological contract breach, along with its negative conse- 
quences, is likely to remain common in organizations as long 
as trends toward globalization, restructuring, and downsizing 
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continue. As this study shows, the likelihood of psychologi- 
cal contract breach, and its negative impact, can be offset if 
employees' trust in their employer remains high. If restruc- 
turing and downsizing continue to be facts of organizational 
life, then the challenge for managers is to learn how to navi- 
gate such changes in a way that preserves employees' 
sense of trust. By effectively managing employees' trust, 
organizations may be able to avoid the negative ramifications 
of psychological contract breach. 
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