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ABSTRACT: This Research looks into the notion of psychological contracts between
HDFC Bank employees and HR departments, focusing on the implicit expectations,
reciprocal duties, and perceptions that shape the employee-employer relationship.
Psychological contracts differ from traditional employment contracts in that they include
attitudes about job stability, professional growth, work-life balance, recognition, and
company help. The analysis aims to determine the extent to which these informal agreements
affect the company's overall performance, as well as employee loyalty, motivation, and
satisfaction. The Research uses a combination of questionnaires and interviews with HDFC
Bank workers from various branches to discover gaps between what employees want and
what HR delivers. It also explains the reasoning behind the fulfillment or breakdown of
psychological contracts. The findings emphasize the need of good communication, explicit
policies, and active HR involvement in the development of employee trust and engagement.
This research provides HR professionals with crucial insights that will allow them to develop
strategies that assure the banking industry's long-term success by aligning corporate
objectives with employee expectations and cultivating a healthy work environment.
Keywords: Employee Expectations, Mutual Obligations, Trust and Commitment, Employee
Engagement, Job Satisfaction

1. INTRODUCTION motivation, job satisfaction, and
In today's world, the relationship between commitment to the company.
employees and corporations  extends HR has a primary responsibility for
beyond formal agreements and written administering psychological contracts, as
contracts. Psychological contracts are HR policies and procedures have a direct
informal, implicit agreements between impact on employees’ perceptions of
employees and their managers about support, justice, and career advancement.
expectations, attitudes, and HR professionals act as liaisons to ensure
responsibilities. Psychological contracts, that the  organization's  obligations
unlike normal employment contracts, do regarding recognition, growth
not specify vocations, tasks, or salary. opportunities, and work-life balance are
Employees' impressions of their workplace understood and met. The proper
and involvement are shaped by their maintenance of psychological contracts
perceived mutual understandings and develops loyalty and trust, resulting in a
oaths. These implicit agreements can have healthy ~work environment in which
a significant impact on individuals' people' objectives coincide with those of

the business. Employees may face greater
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turnover, unhappiness, and disinterest in
the organization if these agreements are
breached.

As firms and individuals engage over time,
psychological contracts become dynamic
and evolve. Changes in an organization's
strategy, leadership, or organizational
structure can have an impact on how
employees and employers perceive their
commitments. To maintain order and avoid
misunderstandings, HR personnel must
continually monitor employee expectations
and emotions. This demands a proactive
approach that includes clear policy
implementation, feedback systems, and
regular contact to ensure that both parties
are confident that their implicit
commitments are being met.

Employees are increasingly seeking
prospects for promotion, recognition, and
meaningful employment, rather than just
cash. Establishing solid psychological
contracts allows HR to  foster
organizational citizenship, enhance
motivation, and promote positive behavior.
This tactical strategy improves
organizational performance and employee
happiness by encouraging collaboration
and minimizing conflict.

2. THEORETICAL

FRAMEWORK
Psychological contracts are informal,
mutual expectations that exist between HR
and employees that go beyond official
agreements. Individual perspectives define
them, and business culture, human
resource procedures, and leadership can all
have an impact. HR expects loyalty,
productivity, and dedication, whereas
employees value job stability, justice, and
opportunity for progress.

When these expectations are met, a strong
psychological contract is formed, which
fosters trust and keeps employees engaged.
Nonetheless, violating the agreement
might lead to employee attrition and a loss
of confidence. When both sides'
expectations are met, the working
relationship is often strong. However, if
employees sense they are being exploited
or that they are not valued, the partnership
may be dissolved entirely. Trust can be
quickly eroded in such situations.

Recognize

Contributions Provide Support

Implement Psychological
Promote Flexibility Contract

Define Expectations

Unmet Expectations Happy, Productive
Employees

Recognize Contributions

Maintaining a strong psychological
contract requires appreciating employees'
actions. Workers become more dedicated
to the organization when they believe their
position is  appreciated.  Rewards,
recognition, and  possibilities  for
advancement in your profession may be
indicative of this. It motivates people to
stay focused on their jobs and achieve
higher achievement. Recognizing
employees'  accomplishments  fosters
mutual respect and trust. Finally, it
improves the work environment and
encourages people to continue their efforts.
Provide Support

Providing support to colleagues develops a
sense of appreciation and comfort at work.
Giving people the emotional support,
counsel, and resources they require could
be one way to provide this help. Workers
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are more productive and self-assured when
they understand that their employer values
their well-being. Support also helps with
the management of tension and work-
related concerns. It strengthens the link
between teammates and leaders. As a
result, offering constant assistance creates
an environment in which employees can
perform to their full potential and make a
major difference.

Define Expectations

A effective psychological contract is built
on the foundation of clear expectations. It
is critical that employees understand the
expectations for their behavior, production,
and dedication. Furthermore, companies
should advise employees about the
benefits they can expect in exchange, such
as progress, impartiality, and stability.
This shared understanding  reduces
confusion and misunderstandings. It assists
individuals in developing goals that are
aligned with the company's objectives.
Explicit expectations improve the flow of
work and develop a stronger sense of trust.
Happy, Productive Employees

When psychological contracts are kept,
employees are motivated to work hard and
are satisfied. They are more likely to be
diligent, creative, and dedicated. Absences
and workplace disagreements reduce when
people’'s mental health improves. The
employer and its employees build an
extremely tight relationship. This positive
result has an impact on the company's
overall success. As a result, when
agreements are followed, employees are
happier and more productive.

Unmet Expectations

Unmet expectations occur when either the
employer or the employee fails to meet
their responsibilities. As a result, people
may become impatient, disagreeable, or

less trusting. Employees may feel
disengagement or lower productivity as a
result of demotivation. When people are
unable to communicate with one another,
things usually get worse. Employees may
feel motivated to leave the organization if
this disappointment is not addressed. As a
result, unmet expectations have a
detrimental influence on performance and
morale.

Promote Flexibility

Employee flexibility promotes a good
work-life balance. The company's attention
for their specific needs and circumstances
is clear. Flexible behavior includes
changing one's employment, hours, or
responsibilities. When workers are given
options, they feel more autonomous and
trustworthy. Businesses can adjust to
changing circumstances and remain
resilient. When people are adaptable, they
are more likely to be satisfied and continue
with any project for an extended period of
time.

3. RELATED WORK
Liu, Nien-Chi (2025): Using the
Psychological Contract (PC) theory as a
framework, this Research looks into how
an organization's internal and external
Corporate Social Responsibility (CSR)
activities affect employee job engagement.
The authors used surveys and historical
documents to collect data from 791
employees across 40 different firms. They
look into whether CSR programs influence
employees' perceptions of whether their
psychological contracts have been
fulfilled, as well as whether this meeting
results in an increase in workplace
engagement. The findings show that
internal corporate social responsibility
(CSR) efforts aimed at employees and
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other internal stakeholders considerably
increase psychological contract fulfillment,
resulting in higher levels of job
engagement.

Eric Morusoi Kibet (2024) believes that
traditional employment frameworks must
gradually acknowledge and incorporate
psychological contracts into formal
organizational structures. This Research
looks into the changing role of
psychological contracts in the context of
formal job design. The authors note that
psychological contracts—the unwritten,
frequently implicit duties and expectations
between employers and employees—have
been extensively researched; nonetheless,
there has been little effort to effectively
integrate them into formal employment
arrangements. They use a multidisciplinary
theoretical framework to develop a
conceptual model that integrates formal
job  design factors like  position
descriptions, job tasks, organizational
structure, and human resource policies to
psychological contracts.

Snyman, A.; Ferreira, N. (2023): This
Research looks into the impact of
sociodemographic variables on
psychological contract preferences and
retention among  higher  education
employees. The authors surveyed 493
academic and  administrative  staff
members from a South African open-
distance higher education institution. The
sample was purposefully chosen at
random. They discovered that employee
expectations and  views of the
psychological contract vary significantly
depending on race, gender, age, job level,
and tenure. These variations also reflect
varied levels of satisfaction with the
company's worker retention strategy. The
findings suggest that uniform HR or

retention tactics may not sufficiently
address employees' different needs.

Russo, G. (2022): The goal of this
Research is to see if job exhaustion
mediates  the  association  between
psychological contract breach and job
performance among millennial employees,
as well as whether prior breach experience
acts as a moderating variable. The
researchers evaluated the model for the full
sample, as well as for state-owned and
non-state-owned enterprises, using data
from 235 laborers in Yunnan Province,
China. The findings show that employees'
job performance suffers significantly when
they sense a breach of their psychological
contract. Job exhaustion partially mitigates
this negative effect, implying that burnout
may be responsible for the reduction in
performance associated with contract
violations. Furthermore, the negative
impacts of a new breach on performance
are magnified by prior contract violations
that employees have encountered,;
individuals who have already been
subjected to breaches are
disproportionately harmed. It's interesting
to note that the moderating effect of
previous breach experience and the
mediating effect of fatigue were not
significant in privately held organizations.
Han, J. (2021): This Research employs
social exchange theory to examine the
influence of psychological contract
violations on the opinions of workers
regarding union membership. The authors
examine data from 371 Chinese employees
of non-governmental organizations. The
research looks at the direct influence of
perceived psychological contract
violations on union commitment, as well
as the mediation effect of organizational
cynicism. The Research also looks at how
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the perceived dual character of unions—
labor-oriented  versus  state-oriented—
influences the relationship between union
commitment and skepticism. The results
show that violating the psychological
contract dramatically increases
organizational skepticism and union
loyalty. Furthermore, a union identity that
is more labor-oriented exacerbates this
effect, whereas a union identity that is
more state-oriented reduces it.

Opolot, J. S.; Maket, L. (2020): This
Research looks into the impact of the
psychological contract on employee
engagement and performance. The authors
believe that the subjective qualities of
justice and trust have a significant impact
on workers' engagement with their jobs,
thereby broadening the concept of
psychological contract. According to the
Research’'s  empirical  research, the
psychological contract, or employees'
belief that their company meets informal
expectations and duties, is often connected
with improved workplace engagement,
which  improves job  performance.
According to the research, a strong
psychological contract fosters a sense of
commitment, motivation, and a
willingness to go above and beyond the
formal employment requirements.

4. DATA ANALYSIS
1. What is the definition of
""psychological contract™ in the context
of HDFC Bank?

20%  Written employment
agreement

Unwritten mutual
expectations

10%
Salary and benefits policy

Legal compliance
559% document

According to the Research, the majority of
respondents (55%) believe that HR and
employees have unwritten reciprocal
expectations regarding HDFC Bank's
psychological contract. Only 15% and
20% of respondents believe that legal
documents and written agreements are
representative.

2. Which HDAFC Bank HR procedure
strengthens psychological contracts?

M Recruitment only
30%

Transparent
communication & growth

Annual audits

35%
Strict disciplinary actions
20%

According to Research data, 35% of
respondents believe that career
advancement and open communication are
the most effective ways to improve the
psychological contract at HDFC Bank. In
comparison, only 15% of respondents
believe that strong disciplinary procedures
and recruitment alone are useful, while
30% are opposed.

3. What are the possible implications of
HDFC Bank's breaking of the
psychological contract?

30% l

40%

m Salary increment

Reduced employee
engagement

Better training

Legal action
20%

According to the poll, 40% of respondents
believe that a psychological contract
breach at HDFC Bank results in decreased
employee engagement. Legal action and
greater training are regarded less common
reactions, with 30% and 20%, respectively.
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5. CONCLUSION

The psychological contracts between HR
and employees are an unseen but powerful
structure  that  shapes  workplace
relationships, expectations, and trust.
These implicit agreements, like formal
policies, have a substantial impact on
employee motivation, commitment, and
job satisfaction. When HR understands
and adheres to these contracts, it fosters a
climate of transparency, equity, and
involvement, which reduces attrition and
conflict. In response, employees are more
likely to show dedication, exceed
expectations, and retain a positive attitude
toward the  organization's  goals.
Nonetheless, the potential repercussions of
these agreements being broken or
incompatible with one another include
unhappiness, disengagement, and poor
performance. Regular communication,
feedback, and praise are required to keep
control of expectations. Psychological
contracts are dynamic; they change as
organizations grow, professions evolve,
and people seek their own goals. HR
practices that consider these contracts
make it easier to build strong, long-term
connections with employees. Finally, a
strong psychological contract bridges the
gap between written and emotional
commitments, improving organizational
performance. Recognizing and cultivating
these delicate relationships allows you to
build a strong, motivated, and satisfied
workforce.

REFERENCES

1. Liu, N. C. (2025). Corporate social
responsibility and employee job
involvement: The role of psychological
contracts.

Uma Maheswari, A. (2025). Atrtificial
intelligence  in  human  resource
management: Reshaping the
psychological contract. London, UK:
Routledge.

Shachie Sandhu. (2024). Psychological
contracts and HR practices: Aligning
employee expectations and
organizational obligations. Singapore:
Springer.

Eric Morusoi Kibet. (2024). Integrating
psychological contracts into formal
work design: A multidisciplinary
perspective. ~ Cham,  Switzerland:
Palgrave Macmillan.

Snyman, A., & Ferreira, N. (2023).
Psychological contract preferences and
staff retention in higher education: A
socio-demographic perspective. Cape
Town, South Africa: Juta Academic.
Mahmoud, A. B. (2023). Psychological
contracts and young talent retention:
Evidence from Vietnam. Hanoi,
Vietnam: Vietnam National University
Press.

@ @ @ Paper Available at: www.ijtbi.com

Page | 349

This is an open access article under the creative commons license https://creativecommons.org/licenses/by-nc-nd/4.0/




