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Psychological contract and organizational
misbehavior: Exploring the moderating and
mediating effects of organizational health and
psychological contract breach in Iragi oil tanks
company

Hadi AL-Abrrow?, Alhamzah Alnoor?*, Eman Ismail?, Bilal Eneizan® and
Hebah Zaki Makhamreh*

Abstract: The study aimed to link psychological contract with organizational misbeha-
vior directly and through the moderating and mediation effects of organizational health
and psychological contract breach. For testing these relationships, the sample gathered
from 224 employees, working in Iragi Oil Tanks Company. The data collection tool was
a structured questionnaire. The preliminary analysis was performed by using SPSS 22.0
while the hypothesis testing was done through AMOS, which measures structural equa-

tion modeling that helped in simultaneous testing of multiple relationships. The
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hypotheses of study underpinned by the social exchange theory and other related
theoretical and empirical justifications found in the previous research results suggest

a negative effect of PC on OM through the mediation of PCB. The findings were also
consistent with prior studies concerning the interactive relationship between organiza-
tional health and psychological contract and their influence on organizational misbeha-
vior. The theoretical and practical implications are also provided in this study, especially
managers in Iraqi oil companies to be proactive in their role to minimize the impact of
organizational misbehavior of employees through an open-door policy. Finally, this study
helps managers to express their feedback, suggestions, and interaction with employees.

Subjects: Psychological Science; Health Psychology; Social Psychology; Work &
Organizational Psychology; CriticalPsychology; Cognitive Psychology; Business,
Management andAccounting

Keywords: psychological contract; psychological contract breach; organisational health;
organisational misbehaviour

1. Introduction

Previous studies which had investigated on organisational misbehaviour found that employees
expected favourable behaviour from their employers; however, disappointment occurred when the
employers were not able to fully achieve their objectives. This prevented them from making
organisational decisions, resulting in stress among the employees and consequently exhaustion
and burden. As a result, they began showing negative performance in the organisation.

Based on the finding above, the negative impacts have become the focus among researchers, as
highlighted by prior studies from the behavioural and organisational fields (Jahangir, Akbar, & Hag,
2004). Moreover, putting the perception of potential organisational misbehaviour away from being
faced by management assists in controlling and mitigating its adverse impacts on the organisation.
Besides, employers who feel uncertainties towards their employers may react towards their attempts
to harm the organisation (Firoozi, Mokhtari, & And Mokhtari, 2016). Following these views, researchers
have to emphasise on organisational misbehaviour which is caused by the breach of psychological
contract perceived as a crucial sociological discipline (Isik, 2015; Alhamdi, Alnoor, Eneizan, 2019).

Furthermore, with the occurrence of globalisation and prevalence of business competition, some
policies have to be drawn up, including those pertaining to operations engineering, strategic reunion,
outsourcing, affiliation, reorganisation, and flat organisation. Consequently, organisations fall short of
meeting the demands of employees, resulting in the lay-off of some employees, dissatisfaction and
disloyalty among the remaining employees, and low performance. This results in hostile and negative
attitudes in the workplace (Li & Dai, 2015). Following this phenomenon, there is an importance of
conducting a review of work misbehaviour which highlights a breach of psychological contract
leading to employees’ negative attitudes towards jobs, poor self-perception, and other issues related
to confidence (Bal, 2009). Moreover, several negative behaviours and attitudes can have adverse
effects on the organisation and its members. As an example, misbehaviour in the form of employees’
negative attitudes is considered as a breach of organisational regulations (Al-Abrrow et al., 2019;
Ahmed, Kiyani, & Hashmi, 2016). Despite the prevalence of organisational misbehaviour leading to
rising organisational costs, this issue has not been thoroughly examined at the workplace (Bennett &
Robinson, 2000). In this regard, limiting organisational misbehaviour calls for the development of an
integrated framework that explains how the relationship between leaders and employees can be
balanced during their social interactions (Martin, Thomas, Charles, Epitropaki, & McNamara, 2005).

Psychological contract is the main connection between employees and employers where some
promises are expected by the employees, while the promises expected by the employers are
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created without written terms and conditions. Based on the employee’s perspective, efforts will be
paid to fulfil their obligations in return for the expectation that the organisation will fulfil for them
(Rousseau, 2011). In the case of negative psychological contract, employees are not concerned
with their performance or organisational objectives. Therefore, there is no development of contract
liabilities among employees and employers. These are the basis of developing negative percep-
tions and obligations between both parties, provided that employees do not gain trust in employ-
ers who do not develop psychological contract. As a result, the efficiency and performance of both
sides will be reduced (Rousseau, 2011; Alhamdi, Alnoor, et al., 2019).

Psychological contract is important for the organisation as it will directly impact the organisation’s
health, provided if it is not effective in any way. Furthermore, internal and external controls are the
responsibilities of the management. Therefore, psychological contract breach arises if the manage-
ment fails in performing its duty, leading to problems in the form of organisational misbehaviour. It
was suggested in previous studies that three features were linked and related to each other
(Rousseau, 2011). The absence of trust between an employee and his employer due to non-
fulfilment of obligations will breach the contracts that come under the psychological contract.
Consequently, these issues become an obstacle to organisational health development (Chaudhry,
Coyle-Shapiro, & Wayne, 2011). This study aims to examine psychological contract, contract breach,
and organisational behaviour in a cross-sectional study as suggested by Chaudhry et al. (2011). This
issue is related to most issues occurring in developing countries, particularly the Asian and African
countries. For this reason, it is important to understand the phenomenon occurring in these countries,
specifically the Middle Eastern country of Irag, in the context chosen for this study.

Behaviour-related work issues are widespread in less developed countries such as Iraq due to the
significant impact of negative behaviour on organisations and workers (Ahmed et al., 2016). Among
the issues occurring in these organisations is organisational misbehaviour which gives negative
impacts on employees’ performance and the process of productivity. In relation to this, employers
with negative perceptions and attitudes towards their employees contribute less to the achievement
of organisational goals, innovation, and creativity (Firoozi et al, 2016). In turn, low confidence,
apprehension, and resentment towards organisation may occur among employees. This study pri-
marily aims to examine, “the extent to which psychological contract influences organisational mis-
behaviour through the mediating role of psychological contract and moderating role of organisational
health”. The mitigation of organisational misbehaviour calls for the development of an integrated
conceptual framework to shed light on the relationships between variables that can lead to negative
behaviours. This study aims to determine the relationship between psychological contract and psy-
chological contract breach, including the relationship between psychological contract and psycholo-
gical contract breach and organisational misbehaviour. It also examines the moderating role of
organisational health in the relationship between the aforementioned variables and the mediating
role of psychological contract breach on psychological contract breach and organisational misbeha-
viour. Putting the above main objectives into consideration, this study focuses on the oil transportation
sector as it is deemed to be an important economic sector in Iraq.

This study begins with an introduction which presents an overview of the concepts related to the
focused issues, the significance of psychological contract research, and research questions and objec-
tives. In the following sections, the theory and hypotheses development are discussed. In these sections,
the relevant underpinning theory known as “social exchange theory” is presented, and it is utilised to
develop this study’s hypotheses. This is followed by a discussion on relevant literature works which
support the research framework of the study. This study focuses on the energy sector as it is the most
important economic sector in Irag. According to the International Economic Forum, majority of failed
organisations belong within the energy sector scope due to higher risk, which results in misunderstanding
regarding the importance of psychological contracts. Consequently, this leads to organisational misbe-
haviour. Therefore, investigating into psychological contract in the Iraqi context is important.
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2. Literature review

2.1. Psychological contract

The concept of psychological contract was first introduced in his book entitled “Understanding of
Organisational Behaviour”, which provides a description of formal and informal consistencies between
managers and employees (Li & Dai, 2015). Essentially, psychological contract has its basis on the
premise of giving and taking where the social exchange theory is built (Cassar & Briner, 2011). The
social exchange theory, which is formulated by Blau (1964), supports the notion that employees react
to negative job attitudes as a breach of their psychological contract with the organisation, leading
them to organisational misbehaviour (Law & Zhou, 2014). This misbehaviour may include absentee-
ism, withdrawal behaviour, and deviant work behaviour (Daouk-Oyry, Anouze, Otaki, Dumit, & Osman,
2014; Bordia, Restubog, et al., 2008; Hanisch & Hulin, 1990). It is evident from this literature that
psychological contract breach (PCB) can trigger anti-citizenship behaviour which results in anger and
frustration among employees (Eckerd, Hill, Boyer, Donohue, & Ward, 2013; Kickul, 2001).

Essentially, psychological contract is a subject that has a tendency to be formed on employees’ actual
conditions (McLean Parks, Kidder, & Gallagher, 1998). It functions in creating employees’ beliefs such as
responsibilities and obligations towards organisations due to imagination and commitment that are
established in job relationship (Zhou, Plaisent, Zheng, & Bernard, 2014). This necessitates the balance
between employee and organisation’s relationship while taking employee’s efficiency, input, and hon-
esty and provision of promotion and satisfactory workplace environment from the employer into
account (Cassar & Briner, 2011). Moreover, psychological contract is described as employees’ perception
of their subject of commitment and what they receive in return of their commitment. Furthermore, this is
an employer-employee contract which involves mutual expectations (McLean Parks et al., 1998).
Therefore, it can be stated that employees’ predictions are focused on the provisions and implied
agreements/contracts. These agreements are bound between them and their employers through
a mutual commitment which follows the acknowledgement of contributions and compensations
(Rousseau, 1989). This contract may also be described as an intellectual contract between employers
and employees without proclamation or expectation (Li & Dai, 2015). It also involves unstated promises
based on views and imaginations, although they are not necessarily pre-defined by the organisations
(Morrison & Robinson, 1997).

Negativity between employers and employees will occur when the psychological contract is not
developed among them in a case where issues are present between the organisation and the
employees. This increases conflicts with management and turnover intention, which negatively
impact organisational health (Chaudhry et al., 2011). Moreover, this negativity continues when
employees are not performing and complying with the obligation based on mutual understanding
between the two parties. In the case of the absence of trust between employees and employers, it
is likely that more issues and lack of confidence will occur. This negativity in the relationship
between these parties is the most significant disadvantage to organisational success and the
development of anarchy in the organisation (Chaudhry et al., 2011).

The focus of behaviour and organisational studies on psychological contract represents an
employer-employee contract, involving employees’ perceptions of the bargains involved. Both
parties would consider whether the bargain has been met or breached (McLean Parks et al,
1998). This contract assists in facilitating employer and employee’s exchange process as it
produces expectations in the individual’s part regarding the obligations to be fulfilled. Therefore,
it determines the perception process that takes place in a mutual understanding between employ-
ees and organisations. It also consolidates the relationship between employees and the organisa-
tion and lays down the objectives of both parties (Cassar & Briner, 2011). According to previous
studies (e.g. Ay & Ozgiin, 2016; Guest, 2004; Robinson, Kraatz, & Rousseau, 1994; Zhou et al., 2014),
this type of relationship may lead to relational dimension and transactional dimension.
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Relational dimension refers to a long-run dynamic contract, which indicates employees’ feelings
regarding social and emotional concerns, confidence and beliefs, good intention, and fair opera-
tion. According to Rousseau (2000), this dimension is a concept related to employment arrange-
ments with long-run open ends depending on mutual loyalty and trust. Furthermore, employees
will have expectations and interests on what the organisation provides, and they hope to be
respected, well paid for a long term, motivated to do their jobs, and maintain job stability. In
turn, the organisation should facilitate stable payment and long-term work relationship. Therefore,
this contract appears to be based on emotions and social relationships. Besides, the relational
contract may have its basis on the mutual comfort of both parties as reflected through organisa-
tional support and loyalty. It also reflects employee’s emotional engagement and belief in the
organisation by the employee in a sense that the organisation provides financial outcomes and
safety insurance, training, and career development (Zhou et al,, 2014). There are two conditions
which must be considered under this contract, which are stability and loyalty (Rousseau, 2000).

In respect of transactional dimension, persistence and limitation are two of its characteristics
(McLean Parks et al,, 1998), and it can be viewed as a contract where employees can obtain
balanced incurred costs and benefits from their relationship with the organisation (Robinson et al.,
1994). Under this contract, employment arrangements are made according to interests in eco-
nomic exchange, tasks, and participation appropriated to the employee in a specific period of time
(Rousseau, 2000). In other words, this contract type is based on satisfaction with financial
advantages for employees and the organisation as they are inclined towards rewards and personal
characteristics (Zhou et al., 2014).

2.2. Psychological contract breach

Majority of cases stemming from the breach of psychological contract seems to have been a result
of organisation’s failure in keeping a promise stated in the contract. Consequently, the breach
reflects the perception of obligations violated by the organisation or agent. This breach is identified
as the organisation’s poor intention to meet the promises it has made to employees. This
phenomenon is attributed to the circumstances faced by the organisation which prevents it from
fulfilling the promise or the employees perceive that the promise has not been met although the
organisation perceives otherwise (Ahmed et al.,, 2016). Psychological contract breach may be
related to two major reasons, namely opposition and disclaimer. The former indicates misunder-
standing between the organisation and employees concerning the real nature of an obligation,
while the latter indicates the organisation’s cognizance of mutual obligations with employees.
However, the obligation may be left unfulfilled in a voluntary manner. .

A breach of contract is basically a phenomenon that arises with spontaneity, and the idea of it
may stem from the actual contract breach which either has happened or imagined to be. This may
be exemplified by the management’s promise to promote an employee three years in the future;
however, the promotion is nowhere in sight when the time comes. This is considered as a real
breach of psychological contract. In respect of a breach which may be brought by employee’s
implied imagination, it is clear that this occurs due to employee mishearing the manager stating
that they would be promoted in three years’ time, automatically interpreting it as a promise.
Therefore, when the promise is not fulfilled, the manager may be accused of having breached the
psychological contract (Schaupp, 2012). In other words, according to Bal (2009), psychological
contract breach is reflective of an individual’s cognitive experience.

The breach of psychological contract is always considered as a negative feature in the organisa-
tion due to the adverse impact it causes on employees (Robinson & Wolfe, 2000). However, in the
context of law, breach is considered as an offence that can have an ethical or non-ethical impact
on values and reduce the obligation in a contract for both sides. Essentially, organisations have
a psychological contract with their employees. Provided if any of the party is convicted of contract
breach, the other party with a similar restriction will not remain obligated to the contract terms
and conditions (Robinson and Wolfe, 2000). Similarly, in the case of mutual contracts, such as
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psychological contract which is not in its writing form, breach occurs in trust and mutual under-
standing. For this to happen, it requires one party to fail in fulfilling the obligation, while the other
party acknowledges the non-fulfilment or breach of the psychological contract between them.

2.3. Organisational health

The concept of organisational health is a discipline that is linked to the field of psychology,
management, education, and professional health (Nicolay, 2014). Health is primarily viewed as
a significant resource which takes the individual, organisation, and social level into account. On the
other hand, work can be a stressful experience which results in bad health condition despite it may
be conducted in a satisfactory manner (Cartwright & Cooper, 2014). In a medical sense, health is
a case where no illness or impairment exists, but this definition appears to be lacking as it fails to
illustrate the positive aspects of health. From the perspective of organisational behaviour, the
presence of individual health and the features of healthy individuals have been passed off as the
achievement of organisational efficiency (Quick, Macik-Frey, & Cooper, 2007). Moreover, organisa-
tional health depends largely on individual differences in personality and work environment
characteristics such as organisational climate. This indicates that organisational health develop-
ment offers an integrated framework for the achievement of individuals and organisational factors
which are essential for the acknowledgement of achievements in the organisation (Miller, Griffin, &
Hart, 1999).

According to Ryff and Singer (1998), organisational health can be positively defined through an
approach that does not place much emphasis on medical implications, however, it involves three
major principles which are as follows;

(1) Health is a philosophical view linked with the meaning of organisational life.
(2) Health describes a healthy mind and body and how both interact or influence each other.

(3) Health is a dynamic process involving three dimensions.

According to the above discussion, organisational health is considered as an important tool which
can be utilised to consolidate worksite health by taking the organisation’s increased ability to
tackle various values into account (Orvik & Axelsson, 2012). Similarly, in Farahani, Mirzamohamadi,
Afsouran, and Saied Mohammadi (2014) study, organisational health is identified as a reflection of
quality and productivity. The implications of it can be seen through features namely communica-
tions, strategy prediction, efficiency of employees, ability of workforce, administrative skills, morale
of employees, workplace, awareness of employees, cooperation of employees, their demographics
and educational characteristics, and the professional development that influences their behavior
(Farahani et al,, 2014). The aforementioned features may also influence employees’ physical,
psychological, and spiritual characteristics and moralities, which will consequently influence the
health of workplace and the organisation in overall (Quick et al.,, 2007). Consequently, organisa-
tional health can be described as the organisation’s ability to adapt to the environment and
achieve balance with its employees. This attribute will aid the organisation to achieve its objectives
(Zahed-Babelan & Moenikia, 2010).

Organisation health can be determined through organisational human resources and its perfor-
mance which are essential to meet strategic objectives (Turnley, Bolino, Lester, & Bloodgood, 2003).
Therefore, successful organisations in the market are those with good organisational health which
leverages its overall advantage in the market. It is evident that most organisations do not meet their
standards and are lacking appreciation and reputation in the market due to the absence of organisa-
tional health and high performance (Zahed-Babelan & Moenikia, 2010). In the case of psychological
contract, organisation health can be affected by breach of contract among employees and their
employer. With a lack of psychological contract, no one will pay attention to any instruction by the
organisation and there will be no successful implementation of order or strategy (Turnley et al., 2003).
This shows the high effectiveness of a positive employee-employer relationship. However, there are
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some cases where negative association between these parties would lead to bad organisational
health.

2.4. Organisational misbehaviour

Organisational misbehaviour refers to conduct violating the values and regulations established by
the organisation which could harm both employees and organisation. Misbehaviours vary from the
simple types such as time and resource wastage to serious ones such as theft, firing, verbal, and
physical abuse (George, Jones, & Sharbrough, 2002; Vardi & Weitz, 2002). Furthermore, stress,
turnover, and absentees are more likely to be prevalent in organisations where misbehaviour
occurs (Chernyak-Hai & Tziner, 2014; Kelloway, Francis, Prosser, & Cameron, 2010). This misbeha-
viour (individual or organisational) can manifest through five major dimensions, namely disruption
in production, vandalism, theft, mistreatment, and retreat (Hadi, Alnoor & Abdullah, 2018; Spector
& Fox, 2002).

According to the majority of previous studies which focused on organisational misbehaviour, this
phenomenon occurred on half of the employees throughout the globe and they often ended up
quitting their careers. In a study by Robbins, Judge, and Millett (2015) which involved 1500
respondents, organisational misbehaviour was found to lead to turn-over, psychological stress,
and physical sickness. Moreover, Fagbohungbe, Akinbode, and Ayodeji (2012) revealed that orga-
nisational misbehaviour is an extensive issue in organisations, where statistics showed that 33% to
75% of employees around the globe were faced with hostile behaviour with their co-workers. As
a result, this phenomenon affected organisations’ economic, psychological, and physical aspects,
and positive behaviours were proposed to limit negative behaviours at work.

Furthermore, the extensive permeation of organisational misbehaviour has also been recorded
in the developing countries in Asia, with bribery and financial corruption being the most significant
behaviours (Bashir, Nasir, Qayyum, & Bashir, 2012). Several factors are attributed to this behaviour,
which include suitable reward system, social pressures, negative attitudes, poor job performance,
unfair treatment, and poor confidence in management (Kidwell & Valentine, 2009; Litzky,
Eddleston, & Kidder, 2006). Additionally, weak management systems which fail to meet the
demands of employees, unfair incentive systems, and inefficient provision of job descriptions are
other factors which could lead to organisational misbehaviour (Griffin & Moorhead, 2014). Several
other contributing factors found in prior studies are unsuitable organisational environment,
immoral leadership, and poor organisational culture (Al-Abrrow & Alnoor, 2017; De Schrijver,
Delbeke, Maesschalck, & Pleysier, 2010). These factors may negatively affect employees and lead
to work-fatigue, non-cooperation, and increased negative attitudes which would undermine team
coordination and communication (Robbins et al.,, 2015). Consequently, organisational misbeha-
viour can be referred to as any behaviour violating the standards, expectations, social values, and
traditions of the organisation (Weitz, Vardi, & Setter, 2012).

Misbehaviour in the organisation involves breaching the rules and regulations that are set for the
improvement of human resources management, utilisation of finance, reward, compensation, and
hiring. However, not all organisations adhere to improving and maintaining these features. For this
reason, all the possible options for the betterment of organisation’s resources will be ruled out, and
this may be considered as organisational misbehaviour (Middlemiss, 2011). The top element that
will be affected by this kind of behaviour is the human resource, therefore, conflicts will arise and
a significant number of employees will leave the organisation (Middlemiss, 2011). The application
of psychological contract emphasises that an organisation should fulfil its commitment and
obligations accordingly, inculcate the right direction, and follow the vision provided to the employ-
ees in order to overcome challenges and achieve objectives. However, the increase of conflict
among employees and employers will reduce effectiveness and motivation among them, hence
impacting organisation health (Khammarnia, Baghbanian, Mohammadi, Barati, & Safari, 2013). In
the case of psychological contract, the breach of promise included in it is indicated through
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organisational performance, creating a more serious condition for management to overcome and
sufficiently control (Khammarnia et al., 2013).

3. Hypotheses development

3.1. Psychological contract, psychological contract breach, and organisational misbehaviour
Psychological contract may mitigate the insecurity that arises between employees and employers.
Furthermore, it may lead to employees feeling valued by the organisation. It assists employees in
acknowledging their appropriated roles and colleagues’ behaviours. The feeling of safety and
comfort by employees leads them to create a balance between their duties and obligations
towards the organisation and make appropriate changes in their behaviours in accordance with
their responsibilities and obligations. In other words, employees will attempt at achieving their
obligations and keeping their promises (Shore & Tetrick, 1994).

Based on the above discussion, individuals under the effect of social reciprocal theory have
a higher tendency to search for a fair and balanced reciprocal relationship with their employers.
However, with the breach of psychological contract and unbalanced reciprocal relationship,
employees will adopt steps to recreate the balance. This occurs when the decline of obligation,
contribution, or performance arises. On the organisation’s perspective, breach of psychological
contract weakens its prosperity with the display of negative behaviours among employees .
According to Kuang-Man (2013), psychological contract breach may possess a positive relationship
with organisational irony. Stated clearly, organisational misbehaviour manifests frustration, des-
pair, and poor confidence in businesses and managers and influences organisational behaviours
(Andersson, 1996). This result was in agreement with the result reported by Johnson and O’Leary-
Kelly (2003), who explained that psychological contract breach could influence the behaviour
among employees. In a study of the same calibre, Bashir and Nasir (2013) highlighted the effects
of psychological contract breach through the employees’ behaviours. Besides, Bashir, Nasir, Saeed,
and Ahmed (2011) explained that organisational misbehaviour arises when employers lose the
maintained relationship balance and breach their promise to employees, which will consequently
bring negative effects to their behaviour.

In respect of another perspective on the concept of organisational misbehaviour, Sharkawi,
Rahim, and AzuraDahalan (2013) define it as the behaviour that harms the organisation and
employees’ jobs which lead to their inefficiency. It may also be caused by various factors such
as disrespect, mitigated opportunities, increased oppression in the organisation, rising job require-
ments, and mitigated resources among others (Ahmed et al., 2016). However, most of the related
studies revealed that negligence of psychological contract leaves a significant impact and negative
behaviours among employees. It was shown in previous studies that employees work while
carrying expectations which represent the psychological contract. Therefore, frustration and nega-
tive behaviours will be formed when these expectations are not fulfilled (Bashir et al., 2011).

Evidently, psychological contract significantly depends on trust. For this reason, a stronger
contract will require a higher amount of trust from the organisation. On the other hand, poor
organisational contract would result in negative emotional reactions which will turn into disloyalty
(Kuang-Man, 2013). Negative behaviours can be prevented with the presence of efficient psycho-
logical contract between the organisation and its employees. Following Ay and Ozgun’s (2017)
recommendation, this study develops three hypotheses concerning psychological contract and its
two dimensions (relational and transactional). These hypotheses may result in misbehaviour
among employees and influence the two dimensions of employees’ behaviour in the contract.

Kaung-Man (2013) suggested in his study that psychological contract is a positive feature

while the contract breach is a negative feature which impacts employees and employers’ relation-
ship. To be specific, this negative behaviour is brought by employees, as observed by similar studies
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conducted by Partacha (2014), Sharkawi et al. (2013), and Andersson (1996) among others. The
study proposes the following hypothesis for testing;

H1: There is a negative relationship between psychological contract and psychological contract
breach.

It was found in a previous study that with the occurrence of psychological breach, it is possible that
the organisation will lose its determination (Sharkawi et al., 2013) due to the impacts inflicted on
its benefits. Therefore, researchers emphasised on the significance of negativity for psychological
contract breach and organisation misbehaviour (e.g. Mohamad & Badawy, 2016). The following
hypothesis was proposed for testing;

H2: There is a negative relationship between psychological contract breach and organisational
misbehaviour.

It was suggested that organisational psychological contract breach is related to organisational
behaviour. The relationship between these variables brings a reciprocal impact which aids with the
lack of motivation and organisation in terms of managing human resources and other resources
(Al-Abrrow & Alnoor, 2017; Bal, 2009; Cassar & Briner, 2011). This study proposed the following
hypothesis;

H3: There is a negative relationship between psychological contract and organisational misbehaviour.

3.2. The moderating effects of organisational health

Positive organisational health has an interactive effect on the psychological contract-psychological
contract breach relationship (Alnoor, Eneizan, Makhamreh, & Rahoma, 2018; Bauer & Jenny, 2012).
Organisations are responsible for the psychological health of their employees and they pay effort
to eliminate any breaches to this contract. Several studies related to this matter proved the
relationship between organisational health and psychological contract, including the relationship
between operations and psychological contract breaches (e.g. Cartwright & Cooper, 2014;
Wainwright & Sambrook, 2012).

Moreover, psychological contract breach negatively affects the performance of the organisation
and individuals working for it. In solving negative organisational performance, the improvement of
organisational health is necessary. This is the same case to the wellbeing of employees, as it is
a self-condition that encompasses physical, psychological, and social health, and is closely related
to job satisfaction (Abdulaali, Alnoor, & Eneizan, 2019; Khammarnia et al., 2013). Accordingly,
suitable and efficient policy practices and procedures contribute to efficient individual behaviour.
In addition, organisational health is a major part of employee’s prosperity and job satisfaction,
which would also result in positive behaviour in the organisation (Chernyak-Hai & Tziner, 2014). The
improvement of organisational health is achievable only when work accidents are reduced, sick
leaves are mitigated, and organisation team and departments work together to combat negative
behaviours through common policies and regulations (Roxana, 2013).

Organisational health factor contributes to the limitation of misbehaviour sources in organisa-
tion and organisational injustice. Age and education are the factors which lead to misbehaviour in
organisations. Besides, it is worthy to note that psychological contract breach indicates the
obligations which are not fulfilled by the organisation (Bal et al., 2009). Therefore, organisational
health maximises employees’ positive impression towards transaction and relational psychological
contract. This would contribute to employees’ confidence in the organisation which is achieved
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through reduced organisational misbehaviour and optimum increase of organisation’s effective-
ness and efficiency (Jensen, Opland, & Ryan, 2010).

It was suggested by previous studies that psychological contract and its breach pose sig-
nificant positive impacts on organisational health, although negative impacts are present some-
times (Chernyak-Hai & Tziner, 2014; De Schrijver et al., 2010; Farahani et al., 2014). Based on the
review created in previous study’s findings, this study proposes the following hypothesis for
testing;

Hé4: There is a moderating effect of organisational health on the relationship between psychological
contract and psychological contract breach.

According to Chernyak-Hai and Tziner (2014), Roxana (2013), and Oboyle et al., (2011) psycholo-
gical contract and organisation misbehaviour are the main factors of weak organisational health
which leads to the decline in organisational operation. Based on this finding, the researcher
proposes the following hypothesis for testing;

H5: There is a moderating effect of organisational health on the relationship between psychological
contract and organisational misbehaviour.

3.3. The mediating effects of psychological contract breach

Employees are concerned with psychological contract as it represents their views and impressions
of the promises and obligations made by their employers. Provided if the organisation fails to
maintain its obligations or this failure is based on employees’ perception, psychological contract
breach will occur. This breach may influence the employer-employee relationship, hence resulting
in disappointed employees who will react towards uncertainty and negative behaviour, feelings,
and recognition. These traits are identified as organisational misbehaviour (Kuang-Main, 2013).
Furthermore, an organisation attempting to realise economic success would pay all its efforts to
achieve efficiency and effectiveness. However, an organisation that does not put emphasis on the
social aspect and job rights of employees may risk in breaching the psychological contract. As
a result, distrust towards the organisation will likely develop among employees, as evidenced by
their misbehaviour (Andersson, 1996). To illustrate this point, employers who are incapable of
keeping their promises and obligations towards their employees could risk in losing employees’
motivation and performance as misbehaviour occurs (Bal et al.,, 2008). Additionally, employees
who perceive that the psychological contract is breached tend to feel deceived by the employers
and may give negative emotional and behavioural responses which will negatively impact the
organisation (Kickul, Neuman, Parker, & Finkl, 2001). According to the social reciprocation theory,
reciprocating parties share mutual benefits, such as money, and intangible benefits such as social
and emotional support. This theory is effective on the reciprocation premise, therefore putting it
together with psychological contract breach will be deemed as a violation of the reciprocation
principle. The violation of this principle involves a breach of organisational confidence, the occur-
rence of misbehaviour, and mitigating effectiveness of the organisation (Suazo, 2009). The broken
promises of the organisation are deemed to breach the psychological contract. This is due to the
occurrence of negative behaviours due to weakened reciprocation and relational processes
between employers and employees (Kickul & Lester, 2001).

It was revealed in Suazo’s (2009) that breaching psychological contract develops systematic
disorder and leads employees towards rejecting organisational hierarchy, which result in negative
behaviour in the organisation. Other studies suggested that the breach of psychological contract
reduces the organisation’s efficiency and performance and develops conflicts between the

Page 10 of 27



AL-Abrrow et al., Cogent Business & Management (2019), 6: 1683123 O;K-: Cogent P b us | Nness & mana ge me nt

https://doi.org/10.1080/23311975.2019.1683123

Figure 1. The research
framework.

employees and management (Bal et al., 2008; Kickul et al., 2001). In view of these findings, this
study develops the following hypothesis for testing;

H6: There is a mediating effect of psychological contract breach on the negative relationship
between psychological contract and organisational misbehaviour.

The breach of psychological contract motivates the relationship between psychological contract
and organisational misbehaviour (refer to Figure 1) as evidenced in previous literature. Therefore,
a research was proposed in this study, which is as follows:

4, Methodology

4.1. Sample and data collection

This study focused on the Iraqi Oil Tank Company in Basra, which was founded in 1972 after the
Iragi government’s realisation of the importance of oil transportation. Owning a fleet of oil
transportation, this company is still in operation. Questionnaires were distributed among the
employees of I0TC, who were this study’s target population which comprised of 444 individuals.
Following this, 244 survey questionnaires were distributed in accordance with the Zikmund stan-
dard. Random sampling technique was implemented, where respondents were randomly selected
from the list of 444 employees. The standard was represented on a table, listing appropriate
sample measurements for different levels of the research population. To be specific, 244 indivi-
duals were appropriate at the level of confidence of 0.05. The final questionnaire comprised 92
items, with 4 key variables and 14 sub-variables measured using a 5-point Likert scale ranging
from 1 (strongly disagree) to 5 (strongly agree).

4.2. Measurement of variables

4.2.1. Psychological contract

This variable was measured using Millward and Hopkins (1998) scale which consisted of 33 items.
Twenty of the items were dedicated to the psychological reciprocal (transactional) contract (e.g. I do
this job just for the money) and 13 items were dedicated to the relational contract (e.g. this job is
a stepping stone in my career development).
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4.2.2. Psychological contract breach

This variable was measured by Robinson and Morrison’s (2000) scale comprising nine items. Five of
the items were dedicated to the psychological contract breach, and four items were dedicated to
psychological contract violation. Almost all promises made by the employer during employee
recruitment were included in these items.

4.2.3. Organizational health

Consisting of 21 items, Hoy and Fedman (1987) scale was used to measure this variable. Seven
dimensions were dedicated to organisational health, three items were dedicated to integrity (e.g.
the organisation is vulnerable to outside pressure), three items were dedicated to the effects of
managers (e.g. the principal puts the suggestions made by the members into operation), three
items were dedicated to consideration (e.g. the principal is friendly and approachable), three items
were dedicated to the preparation of organisational structure (e.g. the principal makes his atti-
tudes clear to the organisation), three items were dedicated to resource support (e.g. extra
materials are available or requested), three items were dedicated to morals (e.g. employees in
this organisation like each other), and three items were dedicated to concentration (e.g. the
organisation sets high standards for organisational performance).

4.2.4. Organisational misbehaviour

This variable was measured with the scale adopted from Spector et al. (2006) consisting of 33
items. Five dimensions were dedicated to organisational misbehaviour, 3 items were dedicated to
sabotaging (e.g. purposely damage a piece of equipment in the property), 4 items were dedicated
to withdrawal (e.g. come to work late without permission), 3 items were dedicated to production
deviance (e.g. purposely did your work incorrectly), 5 items were dedicated to theft (e.g. stolen
something belonging to your employer), and 18 items were dedicated to abuse (e.g. told people
outside the job what a lousy place you work for).

4.3. Data analysis

This study employed several statistical analyses and provided a description of the study variables
and hypothesis testing. To be specific, Amos Version 22 and SPSS Version 22 based on Hayes
methodswere conducted.

5. Study results

Based on Table 1, the demographic profile of the study showing that 68% of the respondents were
male while 32% were female. As far as the age of the respondents was concerned, approximately
13% of the respondents aged between 21 and 25 years old, 21% aged between 26 and 30 years,
25% aged between 31 and 35 years category, 31% aged between 36 and 40 years old, while the
remaining 10% aged 41 years old and above. Moreover, when putting the qualification of the
respondents into consideration, 21% of the respondents held high school certificates, 27% were
diploma holders, 35% were bachelor degree holders, and the remaining 17% were master’s degree
holders. In the aspect of experience, it was revealed that 8% of them held less than a year of
experience, 11% held 1 to 3 years of experience, 16% held 3 to 5 years of experience, 29% held 5
to 10 years of experience, 12% held 10 to 20 years of experience, while the remaining 24% held
over 20 years of experience.

5.1. Reliability

Reliability is described as the consistent values produced by the tool used for data collection. In
other words, it is the extent or the level where the test results remain the same in all contexts in
terms of questionnaire items (Zikmund, Babin, Carr, & Griffin, 2010). In order to obtain reliability,
the item-to-total correlation was adopted to measure the effects of each questionnaire item in
relation to the fundamental variables. Following that, items with correlation values less than 0.40
were left out, while those with correlation values higher than 0.40 were taken into consideration
(Table 2) .
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Table 1. Demographic profile of the respondents

Variable Frequency Percentage
Gender

Male 166 68
Female 78 32
Total 244 100
Age

21-25 years 32 13
26-30 years 51 21
31-35 years 60 25
36-40 years 77 31
Above 40 years 24 10
Total 244 100
Academic qualification

High school 51 21
Diploma 67 27
Bachelors 85 35
Masters 41 17
Total 244 100
Experience

Less than 1 year 20 8
1-3 years 27 11
3-5 years 40 16
5-10 years 69 29
10-20 years 30 12
Above 20 years 58 24
Total 244 100

Several common measures, which had been used in previous management studies, were also
implemented in this study. The scales were characterised with high credibility and consistency. The
overall measures were developed based on the Likert Penta-scale, and Cronbach’s alpha was
employed to ascertain the consistency of the study’s measures. Based on the display of
Cronbach’s alpha in Table 3, it is clear that its values ranged from 0.78 to 0.88. These values
were statistically acceptable in management and behavioural literature as they exceeded the 0.70
value (Pallant, 2011).

5.2. Descriptive statistics and correlation coefficients

The descriptive statistic and correlation coefficient results are listed in Table 4. Based on the
results, it can be seen that the mean values were higher compared to the assumptive mean
values. This difference in value indicated the consistent responses from the sample population
regarding the roles of psychological contract, organisational health, and psychological contract
breach in organisational misbehaviour. Moreover, it could be seen from the table that there was
a slight difference between the values of standard deviation for each variable. The correlation
coefficient matrix findings supported the positive relationship between these variables with
a mean level of 0.05 which also indicated support for this research hypothesis. Overall, based on
the results, it can be said that the data is credible for further statistical analyses and hypothesis
testing.
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Table 3. Cronbach’s alpha values

The Scale Alpha—Cronbach
Psychological contract 0.78
Organisational health 0.88
Psychological contract breach 0.84
Organisational misbehaviour 0.81

Table 4. Descriptive statistics and correlation coefficients

Mean Std. PC ORH PCB OMB
Deviation
PC 3.32 0.94 1
ORH 3.10 0.77 0.563** 1
PCB 3.30 1.29 0.584** 0.531** 1
OMB 3.19 1.°18 0.542** 0.596** 0.567** 1

N = 201. Alpha reliabilities appear in parentheses.

PC, psychological contract, ORH, organisational health; PCB, psychological contract breach; OMB, organisational
misbehaviour.

*Correlation is significant at the 0.05 level (two-tailed).
**Correlation is significant at the 0.01 level (two-tailed).

5.3. Hypothesis testing

The direct and indirect effects of variables were involved in this study’s hypotheses. As a result,
AMOS 22 found to be the most appropriate for hypothesis testing, particularly trajectory analysis
and mean variable test. In respect of hypothesis testing, hypothesis paths presented in the
research framework were tested according to the relationships hypothesised in this study. This
process started with testing the structural model in order to fulfil certain requirements, where
one of them was the validity and reliability of the items. Successful results were achieved from
the measurement model test, particularly after testing the structural model. Moreover, the
trajectory analysis depended on the notion of least squares which were employed in the regres-
sion test. This test involved regression weights that consisted of the outcomes of the estimated
trajectory coefficient. Meanwhile, regression weights were similar to trajectory estimates (Bar B).
Trajectory analysis consisted of the critical ratio (CR) which indicated the difference between
deviation weights (t value). In the context of regression analysis, hypothesis support was indi-
cated when a CR value was greater than (-) (+) 1.96 at the 0.05 level. Table 5 presents the
relationship between effects and the research variables.

In Table 5, the trajectory coefficient results which indicated support for the hypotheses are shown.
It can be seen that psychological contract had a negative effect on psychological contract breach
(—0.333, —6.234), while psychological contract breach had a positive effect on organisational misbe-
haviour (0.424, 8.098). Moreover, a direct and negative relationship was present between psycholo-
gical contract and organisational misbehaviour (-.360, —6.174).

The direct and negative psychological contract-psychological contract breach was moderated by
organisational health (0.355, 7.643). This was the same case to the direct and negative psychological
contract-organisational misbehaviour relationship which was moderated by organisational health as
well (0.250, 3.656).

Last but not least, the effects of psychological contract on organisational misbehaviour were
negative with —.141 as the obtained values, while the obtained values of the mediating effects of
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Table 5. Hypothesis testing

Variables Estimate CR P Results
PC —> PCB -.333 -6.234 i Accept
PCB —> OMB 424 8.098 I Accept
PC*ORH —> PCB .355 7.643 o Accept
PC —> OMB .360- -6.174 e Accept
PC*ORH —> OMB .250 3.656 o Accept
PC —> PCB —> OMB =141 =7.237 e Accept

psychological contract breach were —7.237. Following these results, hypotheses H1 to H6 were
supported.

6. Results and discussion

Based on the research findings and hypothesised relationships developed through the reviewed
literature works, a negative relationship was found between psychological contract and psychological
contract breach. This result was in agreement with the finding reported by Shore and Tetrick (1994).
The negative relationship between these variables may be attributed to the function of psychological
contract which allows organisation managers to predict organisational issues and interaction.
Furthermore, lack of confidence and control among managers and employees results in breached
psychological contracts. To be specific, when Iraqi oil tank company’s employees perceive that the
company breaks its promises and obligations, weak relational contracts could occur, which will lead
to negative effects on the organisation.

A positive relationship was found between psychological contract breach and organisational mis-
behaviour, as evidenced in prior studies (e.g. Kuang-Man, 2013; Bashir & Nasir, 2013). This may be due
to the fact that psychological contract breach may pose negative influence on positive behaviours and
the organisation’s failure to realise its obligations. In this situation, employees will start suspecting
breach and displaying negative attitudes towards their employers. It can be said that psychological
contract breach comprises several factors which may lead to potential negative behaviours.

The direct negative relationship between psychological contract and organisational misbeha-
viour was supported by the findings, as suggested by previous studies by Ay and Ozgun (2017) and
Kuang-Man (2013). This direct negative relationship may be due to the fact that the achievement
of organisation’s psychological contract is indicative of its fulfilment of promises. This results in
employees’ higher tendency to display favourable behaviour.

Moreover, this study’s findings supported the findings from previous studies.. To be specific, the
moderating effects of organisational health on psychological contract and organisational misbe-
haviour relationship and similarly on the relationship between psychological contract and psycho-
logical contract breach were found in previous studies. Based on these findings, it could be
indicated that Iragi Oil Tankers Co. should measure the level of employees’ perceptions, view-
points, and feelings in order to create a healthy organisational environment and mitigate psycho-
logical contract breach. These efforts may lead to the reduction of negative employee behaviours
and organisational misbehaviours.

Last but not least, the relationship between psychological contract and organisational misbe-
haviour was mediated by psychological contract breach. This finding was in agreement with the
finding in studies by McCoy and Elwood (2009) and Schaupp (2012). The factor of this mediated
relationship was due to the differences between contract breach views and varying impressions
between one employee and another. Repetitive crises which were resulted from actual or per-
ceived breach may disrupt the confidence of the employees who may perceive a breach in the
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psychological contract. In order to mitigate those perceptions, managers must pay more efforts
and proactivity to reduce negative impacts on employees by adopting an open-door policy and
reciprocal leadership methodology. Performing this action will create a significant positive relation-
ship between managers and employees to the extent that employees can express their feelings
and suggestions with ease (Arshadi, Zare, & Piryaei, 2012; Chernyak-Hai & Tziner, 2014).

It is recommended that management and leaders refrain from making promises they cannot keep
as breaching those promises would lead to negative behaviours and increase organisational misbe-
haviour among employees. These effects would distort the social reciprocal relationship between the
two parties. Furthermore, it is also advisable for employers to provide opportunity for employees to
create a healthy work environment centred on their morale. Additionally, solutions to moral dilem-
mas may be introduced via workshops and training courses to enhance employees’ confidence in the
company and organisational health (Suazo, 2009). To sustain high quality and healthy working
environment, employees who work towards mitigating negative behaviours. This is because these
employees overcome crises, bear heavy burden of jobs, and forward creative ideas which may assist
in the preservation of organisation’s obligations towards employees (Frost & Robinson, 1999).

7. Practical implications

The practical implications of this study are related to the Iraqgi oil tank company in terms of
managing organisational misbehaviour among employees. To be specific, the breach of psycholo-
gical contract can trigger a negative thought which affects employees’ behaviour towards their job
and organisation. In solving this issue, it is suggested that the promises in the psychological
contract are those that organisations can realistically fix and reasonably fulfil for employees.
The management of many organisations has a tendency towards changes. Due to the pressure
of this situation, they mostly fail to fulfil their promises to employees during recruitment (Bordia
et al., 2008). In solving this problem, remedial actions need to be performed such as improvement
of employee’s work engagement, which can build organisation-employee relationship (Costantini
et al.,, 2017). Additionally, the organisation should explain the logical reasons for any occurrence of
psychological contract breach and compensate in appropriate ways (Morrison & Robinson, 1997).

Moreover, organisations should pay efforts to eliminate the effects of psychological contract breach
which may lead to negative behaviours among employees. In this regard, a fair and supportive work
culture needs to be created to reduce the damage occurred by the breach. Additionally, honest
communication can help develop better relationship between employees and the organisation as
communication provides feedback and conveys a positive message that the organisation cares for
the employees (Neves & Eisenberger, 2012). Additionally, there are several employees who do not
prefer to complain face-to-face. In solving this problem, organisations can develop an online platform
where employees can deliver messages regarding proposals or complains to the relevant individuals
without facing them. This helps organisations improve communication, prevent future negative
outcomes and behaviour from the employees, and establish a better relationship exchange. In
conclusion, organisational misbehaviour is one of the most discussed topics in the context of
organisations worldwide. Therefore, in order to mitigate organisational misbehaviours, several mea-
sures must be adopted. Psychological contract improvement is an action which may contribute to the
practice of positive behaviours such as organisational co-existence. Psychological contract may be
facilitated through a healthy workplace environment and effective leadership which can maintain
organisational health. Furthermore, social reciprocities must be utilised as a tool to prevent psycho-
logical contract breach and limit organisational misbehaviour. The social exchange theory of Blau
(1964) supports the notion that employees react to negative job attitudes as the breach of their
psychological contract, hence leading them to organisational misbehaviour (Law & Zhou, 2014).
Moreover, it is evident from previous literature works that PCB can trigger anti-citizenship behaviour
which may lead to employees’ anger and frustration (Eckerd et al., 2013; Kickul, 2001). Overall, this
study contributes to the social exchange theory by defining the role of psychological contract directly
and the mediating role of psychological contract breach on organisational misbehaviour. It is also
shown in the study that organisational health moderates employer-employee relationships. Last but
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not least, this study’s findings contribute to theory and provide future researchers with new avenues
to pursue in the field of organisational psychology and organisational behaviour.

8. Limitations and future research

There are limitations which need to be addressed in future studies, regardless of the support to the
proposed hypotheses where the objectives were acknowledged and the answers to the research
questions were determined. The first limitation is that Iraqi Oil Tank Co. was the only company focused
in this study; therefore, more accurate findings may be present in other sectors. Furthermore, this study
focused on psychological contract breach which was based on real situations occurring in the organi-
sation. For this reason, real situations, issues, and cultural factors must be taken into consideration in
a similar context in other countries. Focusing on these aspects will allow an extensive investigation of
the psychological contract breach and its influence on the overall organisational performance.

This study’s focus was limited to the Iragi oil tanks company. For this reason, the results
obtained may not apply to other Iraqi organisations. Furthermore, the quantitative research
method to investigate psychological contract and psychological contract breach may not provide
an in-depth understanding of the phenomenon. Based on the methodological point of view,
a qualitative approach would, in contrast, provide an in-depth understanding of the phenomenon
as it can highlight areas of improvement needed in the study. It is suggested that a mixed method
study is performed in the future to gain deeper insight into the issue.

This study focused on employee’s psychological contract breach and its impact on misbehaviour.
As a result, it did not emphasis on the other side of this issue which is the organisation itself. It is
suggested that future researches emphasise on both sides and take them into account in a case
study research. Emphasising both sides of the issue will contribute to a better understanding of the
whole phenomenon and better focus on the implications in the management’s side.

Although the issue of this study appeared to be extensive among employees, it may also be
present among the organisation’s higher-ups such as heads of sections and departments due to
the organisational structure. Therefore, the influence of psychological contract breach committed
by top management on junior management should be examined to extend the results in terms of
generalisation and accuracy. It is recommended that future studies create bigger research sample
and add the variables which were excluded due to limited time and cost. The addition of more
variables may lead to accurate and feasible results with several benefits for future studies.
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Appendix A
Factor Loadings of the Construct

Table A1l. Principal axis factor analysis, the oblimin rotation for psychological contract

Item Factor loadings
Transactional Relational
contract contract
1. I do this job just for the money. .64
2. I prefer to work a strictly defined set of working hours. .51
3. I do not identify with the organization’s goals. .53
4. It is important not to get too involved in your job. .68
5. I expect to be paid for any overtime I do. .50
6. I come to work purely to get the job done. .86
7. My long-term future does not lie with this organization. 47
8. My loyalty to the organization is contract specific. .59
9. I only carry out what is necessary to get the job done. .87
10. It is important not to get too attached to your place of work. .88
11. I work to achieve the purely short-term goals of my job. .52
12. My commitment to this organization is defined by my contract. 46
13. My long-term future lies within this organization. T4
14. T will work for this company indefinitely. .81
15. My job means more to me than just a means of paying the bills. .53
16. It is important to be flexible and to work irregular hours if .66
necessary.
17.1 am heavily involved in my place of work. .68
18. T'intend to stay in this job for a long time (i.e., over 2-3 years). .89
19. As long as I reach the targets specified in my job, 1 am satisfied. .85
20. I work only the hours set out in my contract and no more. 84
21. I expect to develop my skills (via training) in this company. .66
22. T expect to gain promotion in this company with a length of 45
service and effort to achieve goals.
23. I expect to grow in this organization. .76
24. To me working for this organization is like being a member of .58
a family.
25. 1 go out of my way for colleagues whom I will call on at a later .56
date to return the favor.
26. My job means more to me than just a means of paying the bills. .51
27. 1 feel this company reciprocates the effort put in by its .53
employees.
28. The organization develops—rewards employees who work hard .75
and exert themselves.
29. I am motivated to contribute 100% to this company in return .62
for future employment benefits.
30. I have a reasonable chance of promotion if I work hard. 92
31. My career path in the organization is clearly mapped out. 77
32. I feel part of a team in this organization. 71
33. This job is a stepping stone in my career development. .65
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