Chapter 7
The Psychological Contracts of Older
Employees

Tim Vantilborgh, Nicky Dries, Ans de Vos, and P. Matthijs Bal

7.1 Introduction

In recent decades, many developed countries have encountered demographic trends
such as lower birth rates and increased life expectancies, which increased the aver-
age age of their working populations (Kooij, De Lange, Jansen, & Dikkers, 2008).
Consequently, the proportion of older employees in the workforce is steadily rising,
and is projected to reach 32 % of the entire workforce in developed countries by
2050 (United Nations, 2007). It is therefore not surprising that governments and
organizations are calling upon researchers to investigate how older employees can
be motivated to remain productive and to continue working instead of opting for
early retirement (Bal, De Lange, Zacher, & Van der Heijden, 2013; Kanfer, Beier, &
Ackerman, 2013).

In this chapter, we focus on the psychological contract as a key mechanism to
understand what older employees expect from their employment relationships. The
psychological contract describes an individual’s beliefs regarding reciprocal obliga-
tions between her or himself and an organization (Rousseau, 1990). Put differently,
it captures what an employee believes to owe the organization and what the employee
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believes the organization owes him or her in return. Over the course of the last two
decades, the psychological contract has become one of the most influential concepts
in the organizational behavior literature due to its ability to explain social exchange
relationships and predict employees’ attitudes and behaviors (Conway & Briner,
2009). Despite the substantial evidence for these relationships, studies conducted
thus far mainly focused on the psychological contracts of young and middle-aged
employees, and people with little work experience (Ng & Feldman, 2009). At best,
they treated age as a control variable (e.g., Raja, Johns, & Ntalianis, 2004).
Nonetheless, scholars have recently begun to respond to the call for research into
the psychological contract of older workers as a particular subgroup of employees
(e.g., Bal, De Lange, Jansen, & Van der Velde, 2008; Bal, De Lange, et al., 2013; Ng
& Feldman, 2009; Vantilborgh et al., 2013).

The aim of this chapter is to provide a review of this emergent stream of research
in the literature. We briefly discuss psychological contract theory and three theoreti-
cal perspectives that have been used in the literature to discuss older employees’
psychological contracts. Next, we relate these theoretical perspectives to the content
and the process of the psychological contract, and provide an overview of empirical
studies. In the case of the content of older employees’ psychological contracts, we
complement these empirical studies with new meta-analytical findings. Finally, we
integrate these theories and empirical findings in the discussion, and offer recom-
mendations for future research and practitioners.

7.2 The Psychological Contract of Older Employees

The psychological contract is rooted in social exchange theory (Blau, 1964) and is
considered vital to understand how individuals experience their employment rela-
tionship (Shore & Barksdale, 1998). Employees can perceive various mutual obli-
gations within their psychological contract. For example, an employee may believe
that his organization is obliged to give him a pay raise in the near future and, in
return, feel obliged to work additional hours for his organization. It is important to
note that the psychological contract is subjective (Rousseau & Tijoriwala, 1998),
meaning that it focuses on the employee’s perception of the mutual obligations with
her or his organization. Moreover, the psychological contract should be distin-
guished from expectations, as only those expectations with a promissory nature are
part of the psychological contract (Rousseau & Tijoriwala). It is also important that
while the psychological contract entails obligations between two parties, the major-
ity of the literature focused on the employer side of the contract. We follow this
focus, meaning that we discuss the obligations of the organization towards older
employees as perceived by these employees.

Throughout this chapter, we distinguish the content (i.e., what employees
believe that their organization is obligated to provide them) from the process
(i.e., how employees react when perceived obligations are (not) met by the orga-
nization or when they perceive to owe less/more than the organization owes
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them in return) of the psychological contract. We draw on three theoretical
perspectives—socioemotional selectivity theory, the selection optimization
with compensation model, and the contract malleability and replicability
model—that have been used in the literature to argue that the content and the
process of older' employees’ psychological contracts differs from that of
younger employees. We briefly introduce these theoretical perspectives below.

Socioemotional selectivity theory states that as people grow older they start to
experience time as running out (Carstensen & Lockenhoff, 2004). In the context of
paid employment, this narrowing time horizon can refer both to time left until retire-
ment or time left in life in general (Zacher & Frese, 2009). Socioemotional selectiv-
ity theory therefore introduces the concept of future time perspective, which
captures individuals’ subjective beliefs of the amount of time and opportunities they
have left in their future (Bal, De Lange, et al., 2013). As long as the future is per-
ceived to be open-ended (i.e., high future time perspective), people prioritize goals
that optimize the future. However, when people view their future as close-ended
(i.e., low future time perspective), they focus on present-oriented goals that maxi-
mize emotional meaning. For example, they try to avoid negative states and inten-
sify positive emotions. Put differently, a diminishing future time perspective causes
people to focus on deriving socioemotional meaning from life as opposed to long-
term benefits and problem solving.

The selection optimization with compensation (SOC) model states that people
encounter opportunities and limitations throughout life, to which they can react with
three strategies: selection, optimization, and compensation (Freund & Baltes, 1998).
Selection refers to setting goals, meaning that people restrict their activities to a few
important domains in life (Bajor & Baltes, 2003). On the one hand, people engage
in elective selection, meaning that they identify a set of goals on which they focus
their resources (e.g., focus on relationships with family members instead of on a
career). On the other hand, people engage in loss-based selection, meaning that they
restructure goals due to having experienced a loss that threatens one’s current level
of functioning (e.g., focus on a less stressful life and foregoing a job promotion after
suffering a heart attack). Whereas selection refers to focusing on certain goals in
life, optimization and compensation refer to the means to reach these goals.
Optimization indicates that people try to enhance or maintain their means or strate-
gies to achieve certain goals (e.g., dedicating time and effort to learn new media).
Compensation means that people use alternative means to maintain a certain level
of functioning when previous means or strategies are no longer viable or useful
(e.g., delegating certain tasks that require knowledge of new technology to col-
leagues). While the SOC model assumes that everyone uses the three aforemen-
tioned strategies, the loss of resources—e.g., a diminished fluid memory—and the
new opportunities—e.g., an improved crystalized memory—associated with aging
increases the relevance of the model for older employees (Freund & Baltes, 1998;
Kanfer & Ackerman, 2004).

'We follow the majority of the literature and consider employees who are older than 50 as “older
employees” (Bal et al., 2008; Kanfer et al., 2013; Kooij et al., 2008).
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The contract malleability and replicability model is used to explain why older
employees react differently to psychological contract breach than younger employ-
ees (Ng & Feldman, 2009). Contract malleability indicates the extent to which
employees can tolerate deviations from what the other party is obligated in the psy-
chological contract, without perceiving that their contract is violated. Contract rep-
licability is defined as an employee’s beliefs regarding the extent to which aspects
of the psychological contract can also be obtained in other organizations (Ng &
Feldman). Employees are believed to react less strongly to breach when contract
malleability is high and contract replicability is low. Moreover, Ng and Feldman
proposed that psychological contracts become more malleable and less replicable as
employees grow older. They argue that this is due to older employees’ improved
ability to regulate their emotions and their more forgiving stance towards miscon-
duct in social relationships.

7.3 The Content of Older Employees’
Psychological Contracts

The content of the psychological contract refers to an employee’s perception of
what the specific inducements and contributions are that both parties owe each other
(Conway & Briner, 2009). Typologies are commonly used to describe the content of
the psychological contract, of which one of the most widely used is the transactional-
relational psychological contract typology (Rousseau, 1990). Transactional con-
tracts concern the exchange of highly specific economic inducements and
contributions within a well-defined time frame (e.g., a certain amount of pay in
exchange for a specified level of performance). Relational contracts entail the
exchange of broader, subjectively understood socio-emotional inducements and
contributions within an open-ended time frame (e.g., employee commitment in
return for job security). Mutual trust and a desire to establish a long-term exchange
relationship characterize these relational contracts. Both contract types were origi-
nally considered to represent opposite ends of a single dimension (e.g. Millward &
Hopkins, 1998). However, scholars nowadays agree that they form independent
dimensions, meaning that employees can perceive both transactional and relational
obligations (e.g., Isaksson, De Cuyper, Oettel, & De Witte, 2010).

Socioemotional selectivity theory has been used to propose that age-related dif-
ferences in the content of the psychological contract exist (e.g., Bal et al., 2008).
The central argument being that as employees grow older, they focus on other
goals in life and, hence, start to emphasize mutual obligations related to these
goals. This argument is substantiated by a recent meta-analysis which showed a
positive relationship between age and intrinsic motives, and a negative relationship
between age and growth and extrinsic motives (Kooij, De Lange, Jansen, Kanfer,
& Dikkers, 2011).
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Bal and Kooij (2011) drew on this argument to test whether older employees
reported a different psychological contract type than younger employees. They pro-
posed that age moderated the relationship between work centrality and reporting a
relational psychological contract. Building on the SOC model, they explained that
older employees are faced with a loss of resources (e.g., diminishing physical capa-
bilities and fluid memory) and therefore thoroughly consider where to invest
remaining resources. As a result, they argued that older employees only develop
relational psychological contracts with their organization if work occupies a central
role in their life. These arguments were largely supported by their data. They found
that age was negatively related to both transactional and relational obligations in the
psychological contract. However, older employees who attached a central role to
work in life were more likely to report a relational contract.

Bal and Kooij’s (2011) findings contrast with an earlier study by Hess & Jepsen
(2009) who found that baby-boomers (born between 1946 and 1964 and who cur-
rently can be considered as older employees) reported more transactional and rela-
tional obligations than employees belonging to generation X (born between 1965
and 1979). They argued that this might be due to generation-X’s cynical attitude
towards work. No differences could be discerned in the content of the psychological
contract between baby-boomers and generation-Y employees (born between 1980
and 1994). Taking a more in-depth look at specific obligations in the psychological
contract, Lub, Bijvank, Bal, Blomme, and Schalk (2012) compared generations and
found that baby-boomers reported fewer obligations related to a stimulating job,
intra-organizational mobility, and work-life balance than other generations.

In sum, the few studies to date that examined the content of older employees’ psy-
chological contracts yield mixed results. On the one hand, when relating content to
age it appears that older employees perceive fewer transactional and relational obliga-
tions than young employees (Bal & Kooij, 2011). On the other hand, studies that relate
content to generational differences suggest that older employees (i.e., baby-boomers)
perceive more transactional and relational obligations than middle-aged employees
belonging to generation-X (Hess & Jepsen, 2009). Moreover, the centrality of work in
life (Bal & Kooij) and the specific obligations underlying the transactional-relational
contract types (Lub et al., 2012) may need to be considered to fully untangle these
differences between older and younger employees.

7.4 Meta-analysis

Given that research on the content of older employees’ psychological contracts is
scarce and yields mixed findings, we conducted a meta-analysis to test the rela-
tionship between age and organizational tenure on the one hand, and transac-
tional and relational psychological contracts on the other. In June and July 2013,
we searched a number of databases (Psycinfo, ABI-Inform, and Medline) for
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papers published between 1989—the year of Rousseau’s (1989) seminal article
on the psychological contract—and 2013. We used combinations of the follow-
ing search terms: age, tenure, relational psychological contract, transactional
psychological contract. Studies were included if they contained an effect size for
the relationship between age or organizational tenure on the one hand and trans-
actional or relational contracts on the other. We only considered studies that
examined transactional and relational obligations of the employer towards the
employee, as perceived by the employee. Moreover, we only included studies
that used samples of paid employees and that were written in English or Dutch.?
Next to the database search, we examined reference lists of previous meta-analyses
for additional articles (Bal et al., 2008; Zhao, Wayne, Glibkowski, & Bravo,
2007). The programs of the annual Academy of Management meetings (years
2008-2013) were scanned and authors who had presented papers relevant to our
meta-analysis were contacted by e-mail. Finally, we distributed a call for relevant
(un)published papers via the Organizational Behavior and Careers mailing lists
of the Academy of Management. When two or more studies used the same sam-
ple, we included only the most recent study. This search strategy yielded 26
samples (Nrespondens = 7,784) that could be used to analyze the relationship between
age and the transactional and relational contract, and 26 samples (N espondents = 8,504)
that could be used to analyze the relationship between organizational tenure and
the transactional and relational contract. We analyzed the data in R with the
metafor package (Viechtbauer, 2010), using the Hunter-Schmidt estimator.
Correlations between age/organizational tenure and transactional or relational
contracts were adjusted for sample size and the internal reliability of the transac-
tional and relational contract measures. All correlations were then submitted to a
Fisher Z-transformation. We ran random effect models to estimate the true-score
correlations.

Table 7.1 provides an overview of the sample characteristics, sample size, aver-
age age and organizational tenure, internal reliabilities of the transactional and rela-
tional contract, and their correlations with age and organizational tenure of the
studies included in the meta-analysis. The mean age, weighted by sample size, was
35.20 years (mean ages ranged from 24.71 to 47.92 years in primary studies). The
mean organizational tenure, weighted by sample size, was 8.38 years (mean tenures
ranged from .48 to 14.68 years in primary studies). Fifty-two percent of the total
sample was female. Correlations between age and transactional and relational psy-
chological contracts ranged from —.35 to .17 and from —.35 to .29 respectively,
while correlations between organizational tenure and transactional and relational
psychological contracts ranged from —.31 to .19 and from —.35 to .35 respectively.
The reliabilities of transactional and relational psychological contracts ranged from
.64 to .89 and from .62 to .92 respectively.

Table 7.2 shows the number of studies (k) used in the meta-analyses, the total
sample size (N), the average correlation, the true-score correlation (p) and its stan-
dard error, the 80 % credibility interval, the 95 % confidence interval, and the test

2The mother tongue of the authors.
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Table 7.2 Meta-analytic results of relationships between age and tenure on the one hand and
transactional and relational contracts on the other

80 % 95 %
credibility confidence
SE | interval interval

Relationship | K |N Mean r | p of p | Lower | Upper | Lower | Upper | O
Age with 26 17,763 | -.11 = 12%**% 1 03 | =37 .13 =17 | =06 | 143.53%%*%*
transactional
contract
Age with 26 | 7,784 | -.01 -.02 .04 | -36 .33 -.09 .05 | 251.58%***
relational
contract
Tenure with |26 | 8,504 | —.06 -.07* .03 |-38 .24 —13 | -.002 | 218.64%%**
transactional
contract
Tenure with |25 | 8,305 | -.03 -.03 .03 |-35 .29 -.10 .04 | 222.65%**
relational
contract

p<.05; **%p< 001

for heterogeneity of the true effects (Q). As can be seen in this table, the true-score
correlations of the relationship between age and transactional contracts (p=—.12,
p<.001) and organizational tenure and transactional contracts (p=-.07, p<.05)
were statistically significant. With increasing age and tenure, employees tend to
report less transactional contracts. As age and tenure were often correlated in the
primary studies (average r=.54), we performed an additional analysis in which we
treated the correlation between age and tenure as a covariate. The results indicated
that the true-score correlations between age and transactional contracts and between
tenure and transactional contracts were contingent upon the correlation between age
and tenure (see Fig. 7.1). In particular, the true-score correlation between age and
transactional contracts became statistically significant when the correlation between
age and tenure exceeded .25 in the primary studies. Likewise, the true-score correla-
tion between tenure and transactional contracts became statistically significant
when the correlation between age and tenure exceeded .47 in the primary studies.
True-score correlations between age/tenure and relational contracts did not signifi-
cantly differ from zero for varying values of the age-tenure correlation. This implies
that both age and tenure are related to transactional contracts, and that these effects
are to a certain extent intertwined. Finally, the regression tests for funnel plot asym-
metry were not statistically significant when estimating the true-score correlations
between age and transactional contracts (#(17)=-1.05, ns.), age and relational con-
tracts (#1(16)=.96, ns.), tenure and transactional contracts (#(17)=-.61, ns.), and ten-
ure and relational contracts (#(16)=.55, ns.). This suggests a low likelihood of
publication bias influencing our findings. In sum, we can conclude from this meta-
analysis that as employees grow older and gain more work-related experience, they
tend to perceive fewer transactional obligations, while the perception of relational
obligations remains stable.
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Fig. 7.1 Plots of the true-score correlations found in the meta-analysis while controlling for the
correlation between age and tenure (Notes. Dashed lines represent confidence bands. Dots repre-
sent correlations in primary studies)

7.5 The Process of Older Employees’
Psychological Contracts

7.5.1 Breach and Fulfillment

Morrison and Robinson (1997) explain that employees perceive a breach when they
become cognitively aware that their organization failed to meet one or more obliga-
tions in the psychological contract. Put differently, employees compare the induce-
ments that the organization is obliged to provide them to the inducements they
actually receive (Vantilborgh et al., 2012). Psychological contract breach generally
results in negative outcomes for the employee and the employer, such as feelings of
violation, reduced trust, commitment, and performance, and increased turnover
intentions and deviant behaviors (Bal et al., 2008; Zhao et al., 2007). These relation-
ships between psychological contract breach and outcomes are commonly explained
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by social exchange theory (Blau, 1964) and the norm of reciprocity (Gouldner,
1960). When employees perceive that their organization is not living up to its end of
the deal, they reciprocate with negative behaviors and alter their behavior in order
to redress the balance in their psychological contract.

Socioemotional selectivity theory has mostly been used to argue that older
employees react differently to breach compared to younger and middle-aged
employees. In 2008, Bal and colleagues conducted a large-scale meta-analysis on
reactions to psychological contract breach and the moderating role of age. They
hypothesized that older employees would react less intensely—in terms of organi-
zational commitment, trust, and job satisfaction—to breaches in their psychological
contract than younger employees. This hypothesis was largely supported: older
employees reported a smaller decrease in organizational commitment and trust fol-
lowing a perceived breach than younger employees. However, they also found that
older employees reported a stronger decline in job satisfaction than younger
employees. A possible explanation for this latter finding is that the moderating vari-
able in their analysis—i.e., age—is an umbrella variable that subsumes several
underlying processes. Recent studies have therefore started to explore these under-
lying processes, which may help to further unravel differences between younger and
older employees.

A number of studies examined the role of future time perspective in this regard.
First, Bal and colleagues (2010) demonstrated that older employees with an open
future time perspective react more strongly to psychological contract fulfillment
than those with a limited future time perspective. In particular, the former employ-
ees perceive more in-role, citizenship, and high performance obligations of their
own when their organization fulfills transactional and relational obligations. Second,
De Lange and colleagues (2011) showed that employees with an open future time
perspective reported a stronger decline in work motivation when their organization
broke relational obligations than employees with a limited future time perspective.
In line with socioemotional selectivity theory and Bal and colleagues’ (2008) meta-
analysis, this finding suggests that older employees, who are more likely to experi-
ence a limited future time perspective, react less strongly to relational contract
breaches than younger employees. Third, Bal and colleagues (2013) showed that
future time perspective moderates relationships between psychological contract ful-
fillment and organizational commitment. In particular, employees with a limited
future time perspective who experience relational fulfillment report increased
continuance commitment. In other words, they feel that leaving the organization
would require them to sacrifice the socio-emotional inducements included in their
relational contract. In contrast, employees with an open future time perspective
report increased normative commitment, meaning that receiving socio-emotional
inducements inspires them to stay in the organization out of a sense of reciprocity.
Reverse relationships could be discerned for transactional contract fulfillment.
Following transactional contract fulfillment, employees with a limited future time
perspective developed normative commitment, as the short-term nature of economic
inducements triggered an immediate sense of reciprocity. Employees with an open
future time perspective reported an increased continuance commitment in case of
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transactional fulfillment, meaning that they believed that leaving the organization
required considerable (economic) sacrifices.

In contrast to socioemotional selectivity theory, the SOC model and the concept
of contract replicability have scarcely been drawn upon when studying older
employees’ reactions to breach and fulfillment. Nonetheless, both offer useful per-
spectives to better understand these relationships. First, one might argue based on
the SOC model that older employees who optimize their means to achieve certain
goals may respond differently to breach and fulfillment of obligations related to
these goals. For example, an older employee who focuses his resources on achiev-
ing a healthy work-life balance in favor of career opportunities may respond less
negatively when the organization fails to provide chances for promotion. In con-
trast, this employee may respond more negatively when the organization does not
live up to obligations related to work-life balance. Second, perceptions of contract
replicability may explain why older employees react differently to breach (Ng &
Feldman, 2009). Ng and Feldman (2008) showed that employees who perceive that
their contract is unreplicable in other organizations experienced higher levels of
affective, normative and continuance commitment. These relationships were mod-
erated by age, as older employees were especially likely to develop an emotional
bond (i.e., affective commitment) and a sense of reciprocity (i.e., normative com-
mitment) when they perceived that their contract was unreplicable.

7.5.2 The Degree of Balance

The degree of balance forms the second process—next to breach and fulfillment—
by which the psychological contract influences outcomes. It received far less atten-
tion in the literature, which is striking as balance captures an essential feature of the
psychological contract, namely exchange (De Cuyper, Rigotti, De Witte, & Mohr,
2008). The degree of balance refers to employees’ comparisons between the level of
inducements obliged by the organization to the level of contributions they are
obliged to the organization in return (De Cuyper et al., 2008; Vantilborgh et al.,
2013). Four types (see Fig. 7.2) are commonly used to describe the degree of bal-
ance: mutual low obligations (i.e., both the employer and the employee have few
obligations); mutual high obligations (i.e., both the employer and the employee
have many obligations); organization over-obligation (i.e., the employer has
many obligations while the employee has few obligations); and organization
under-obligation (i.e., the employer has few obligations while the employee has
many obligations) (Shore & Barksdale, 1998). Links can be drawn between the
degree of balance and the content of the psychological contract, as mutual high
obligations contracts resemble the relational contract type, whereas mutual low
obligations resemble the transactional contract type (De Cuyper et al.). Moreover,
unbalanced contracts (i.e., organization over- and under-obligation) have been
related to psychological contract breach (De Cuyper et al.). Research suggests that
employees who perceive high mutual obligations tend to be more committed to their
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organization, more satisfied with their job and life in general, and experience less
negative emotions (De Cuyper et al.).

To date and to our knowledge, only one study examined the relationship between
age and psychological contract balance. Vantilborgh and colleagues (2013) demon-
strated, in a sample of volunteers, that older volunteers were more likely to report
organization under-obligation, while younger volunteers were more likely to report
organization over-obligation. They explained these differences based on socioemo-
tional selectivity theory, arguing that older people were more likely to engage in
exchanges where few inducements are promised in return for their contributions, as
they attach less value to gaining inducements compared to maintaining the relation-
ship. The SOC model offers an additional explanation, as compensation strategies
used by older people may affect the degree of balance in the psychological contract.
For example, when people feel that they have to exert additional effort to compen-
sate for certain age-related losses (e.g., diminishing physical and fluid memory
capabilities), they are more likely to interpret the exchange as organization under-
obligation. Vantilborgh et al. also demonstrated that reactions to various degrees of
psychological contract imbalance depended on the volunteer’s age. Older volun-
teers were more inclined to leave their organization when faced with organization
over-obligation than younger volunteers. While the context of this study was quite
specific—namely volunteers working in non-profit organizations—its findings may
be relevant to paid employees. There is tentative evidence suggesting that older
employees’ perceive more obligations on their own behalf than younger employees
(Schalk, 2004). This might be because older employees are more benevolent, and
hence their own level of contributions is less dependent on the level of inducements
received from their organization (Wagner & Rush, 2000). This could mean that
older paid employees are also more likely to perceive organization under-obligation
or mutual high obligations than younger paid employees. However, additional
research is required to test the relationship between age and degree of balance in a
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context of paid employment. Care should be exerted when generalizing Vantilborgh
and colleagues’ findings, as the altruistic nature of volunteering can itself influence
the degree of balance in exchanges, with volunteers attaching less value to receiving
inducements than paid employees.

7.6 Discussion

Theoretical and empirical insights suggest that older employees perceive different
obligations in their psychological contract and react differently to breach, fulfill-
ment and the degree of balance in their contract than younger employees. Our meta-
analysis suggests that older employees are less likely to perceive transactional
obligations in their contract: they have lower expectations regarding tangible
inducements in the short-term from their organization, such as commensurate pay
and well-defined working hours (Conway & Briner, 2009). Our meta-analysis also
indicates that older employees perceive similar levels of relational obligations as
younger employees. Hence, there appears to be no decrease in expecting socio-
emotional inducements that strengthen the long-term relationship with the organiza-
tion, such as job security and attention to the personal well-being of the employee
(Conway & Briner). An alternative explanation for the non-significant relationships
between age/tenure and the relational contract in our meta-analysis may be that dif-
ferent components of the relational contract attenuate its overall relationship with
age/tenure. While older employees may value the socio-emotional gratification
component present in the relational contract, younger employees may value the
opportunities for growth and the learning components in this type of contract.
Moreover, older employees who do not attach a central role to work in life may
report lower levels of relational obligations (Bal & Kooij, 2011).

In general, we can conclude from the literature that older employees tend to
react less intensely to breaches in their psychological contract. They experience
smaller decreases in commitment and trust when perceiving a breach in their psy-
chological contract (Bal et al., 2008). At the same time, they become more dissatis-
fied when perceiving a breach. It is possible that older employees consider it
unlikely that they will be able to negotiate a similar contract in a different organiza-
tion (i.e., low contract replicability; Ng & Feldman, 2009). As a result, they dis-
gruntledly stay in the organization when perceiving a breach and ‘by necessity’
remain committed and trusting. However, the literature suggests that not every
older employee reacts similarly to contract breach and fulfillment. In particular,
future time perspective needs to be taken into account (Bal et al., 2010; Bal, De
Lange, et al., 2013). When older employees perceive that they have ample time left
in the organization and in life in general, they tend to react more positively to con-
tract fulfillment and more negatively to contract breach (Bal et al., 2010). When
they perceive that they have little time left, older employees start to focus on other
goals in life, rendering breach and fulfillment of the psychological contract less
relevant. Future time perspective also determines the type of commitment older
employees develop when they perceive that the organization fulfills its obligations
(Bal, De Lange, et al., 2013).
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Fig. 7.3 Factors that influence the content and process of older employees’ psychological
contracts

Finally, tentative evidence suggests that older employees are more likely to
perceive a high amount of obligations on their own behalf, resulting in a degree of
contract balance that can best be described as either high mutual obligations or
organization under-obligation (Schalk, 2004; Vantilborgh et al., 2013). A state of
mutual high obligations tends to be desirable, as it has been associated with posi-
tive outcomes such as high levels of job and life satisfaction (De Cuyper et al.,
2008). In contrast, organization under-obligation is less desirable (De Cuyper
et al.), as employees will be likely to lower their own obligations over time to
regain balance in their psychological contract.

While empirical findings to date clearly indicate that the content and process of
older employees’ psychological contracts differs from that of younger employees,
the underlying mechanisms explaining these differences are not yet fully under-
stood. Figure 7.3 provides an overview of such factors. As can be seen in this figure,
lifespan theories propose that aging triggers certain processes. On the one hand
aging is associated with a narrowing future time perspective, while on the other it
necessitates selection, optimization, and compensation strategies (Bajor & Baltes,
2003). These changes in future time perspective and strategies lead to shifting pri-
orities in goals and values (e.g., a decreasing importance of growth and an increas-
ing importance of social relationships). Goals and values in turn influence the
content of the psychological contract, as employees seek out exchange agreements
or construe their current exchange relationship in line with their goals and values
(De Vos, Buyens, & Schalk, 2005). Goals and values also influence the process of
the contract, as prioritized goals become salient in the psychological contract, caus-
ing employees to monitor whether the obligations related to these prioritized goals
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are fulfilled or not (Morrison & Robinson, 1997). Likewise, a new priority in goals
may elicit a shift in the preferred degree of psychological contract balance
(Vantilborgh et al., 2013).

Lastly, selection, optimization and compensation strategies and future time per-
spective influence how older workers respond to the psychological contract through
perceptions of contract replicability and malleability (Ng & Feldman, 2009). For
example, diminishing resources due to aging may cause employees to optimize their
current job. These older employees may believe that negotiating a similar deal in
another organization is unlikely, creating the perception that their current contract is
not replicable. As a result, they will react less negatively to breach. At the same
time, the improved emotion regulation skills of older employees—according to
socioemotional selectivity theory—will improve older employees’ tolerance for
deviations in the psychological contract (i.e., high contract malleability).

7.6.1 Research Agenda

We believe that two major challenges for future research on older employees’ psy-
chological contracts need to be addressed. The first challenge is conceptual, as
research needs to move beyond relating age or tenure to the psychological contract.
Age and tenure are merely umbrella concepts, which subsume several changes in
people’s lives and careers (Bal, De Lange, et al., 2013). Instead, attention should be
paid to studying the mechanisms underlying these relationships. While recent studies
have started to explore the role of future time perspective (e.g., Bal et al., 2010; De
Lange et al., 2011), the majority of the mechanisms linking older employees’ charac-
teristics to the content and the process of the psychological contract (see Fig. 7.3)
have not yet been empirically tested. For example, it is not clearly understood how
changing goals and values relate to changes in the desired and actual content of
employees’ psychological contract. Future research should also take into account the
role of the environment in which older employees work. For example, Ng and
Feldman (2009) argue that age dissimilarity determines whether employees will
perceive their contract as replicable and malleable. As such, an older employee working
in a team with young colleagues may react less intensely to psychological contract
breach than an older employee working in a team with similarly aged colleagues,
because he or she occupies a minority status in the former situation. Relatedly, in line
with the majority of research to date, we compared older employees’ psychological
contract to those of younger employees. However, older employees form a heteroge-
neous group, meaning that future studies should explore psychological contract
differences within this group of older employees. The second challenge is method-
ological, as future studies should ideally adopt longitudinal or cross-sequential
designs (Kanfer & Ackerman, 2004). As shown in our meta-analysis, the effects of
older employees’ characteristics are intertwined and cannot be fully disentangled in
cross-sectional research (e.g., Vantilborgh et al., 2013) or in meta-analyses based on
predominantly cross-sectional primary studies (e.g., Bal et al., 2008). To date,
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evidence is available that psychological contracts (content and process) are subject to
change over time but this has only been studied for a very specific time period,
namely the socialization period (e.g. De Vos, Buyens & Schalk, 2003; Lee, Liu,
Rousseau, Hui, & Chen, 2011). Psychological contracts are conceived as a mental
model and once established, it is the lens through which employees perceive and
evaluate their employment relationship. This model is unlikely to change unless clear
events force individuals to reconsider the terms of their employment relationship
(Rousseau, 2001). It would therefore be interesting to examine under what condi-
tions older employees become likely to change their psychological contract.
Overall, we believe that the topic of older employees’ psychological contracts
offers a rich and exciting agenda for future research. Given the societal relevance of
this line of research, we urge scholars to not merely treat age or tenure as control
variables, but rather to consider their substantive effects and the underlying mecha-
nisms linking them to the content and the process of the psychological contract.

7.6.2 Recommendations for Practitioners

Organizations trying to implement age-conscious Human Resource policies should
be aware that it is not aging itself that determines the mutual obligations that older
employees perceive and how they react to (un)fulfilled obligations (Bal, De Lange,
et al., 2013). Rather, there are a number of underlying mechanisms that are influ-
enced by the age of employees. Organizations should therefore do well to ascertain
these underlying mechanisms. For example, organizations could regularly dialogue
with employees to inquire if they perceive an open future in the organization and
what goals and values they prioritize. These results could then be used to design
tailor-made Human Resource policies, adjusted to the specific needs of employees.
This may require that organizations take a more flexible stand towards the needs of
different age groups and use idiosyncratic deals (Bal et al., 2010).

While prior findings suggest that older employees react less negatively to psy-
chological contract breach, organizations should still strive to prevent breaches
(De Lange et al., 2011). This can be done by creating realistic expectations through
effective communication (Rousseau, 1995). The direct supervisor of employees
plays an important role in this regard, as he or she represent the organization and
forms the first and foremost actor to communicate promises to employees. For older
employees, it seems advisable to communicate on mutual expectations and, if nec-
essary, renegotiate the content of the psychological contract at set intervals. This
would ensure that there is a fit between the goals and values of older employees and
the content of the psychological contract, and will decrease the likelihood of psy-
chological contract breaches due to incongruent expectations of both parties in the
contract (Morrison & Robinson, 1997).

If psychological contract breach cannot be prevented, organizations can still
take steps to reduce the negative consequences of the breach. Morrison and
Robinson (1997) stress the importance of ensuring that employees (1) correctly
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attribute the reason of the breach and (2) perceive that, while an obligation was not
met, the procedures used by the organization were fair. In case of older employees,
organizations may not easily notice that they have experienced psychological
contract breach, as they do not react as intensely as their younger colleagues
(Bal et al., 2008). Nonetheless, perceptions of contract breach will have deleterious
effects for older employees as they may remain in the organization, but at the same
time psychologically withdraw due to increased dissatisfaction. This may be espe-
cially true if these older employees belief to have little chance of finding a similar
deal in another organization or if they perceive to have little future left in the orga-
nization (Bal et al., 2010; Bal, De Lange, et al., 2013; Ng & Feldman, 2009). An
open organizational climate where employees—young and old—can voice their
complaints therefore seems advisable.

7.6.3 Conclusions

Based on the literature and on our own meta-analysis, we can conclude that the
content and process of older employees’ psychological contracts differs from that of
younger employees. Content-wise, older employees are less likely to perceive trans-
actional obligations, but perceive the same amount of relational obligations as
younger employees. Process-wise, older employees tend to react less strongly to
negative situations such as psychological contract breach and psychological con-
tract imbalance characterized by organization under-obligation. Socioemotional
selectivity theory, the selection, optimization, and compensation model, and the
contract replicability and malleability model are able to explain these differences.
We recommend future studies to assess the underlying mechanisms proposed by
these theories and models.
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