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Abstraci

This study examined the impact of Global Ecanomic
Melidown on the operations of manyfacturing
organization, its impact on psvehological contract
hreach, as well as the effect of such hreach on
workers" behaviour.  The corvelational study was
conducted with a sample of 60 workers of sefected
manuficturing organizations i Port Harcourt
The sty owcome shows that: (1) there iy o
negative impact of the global economic melidawn
on manufacturing organisations’ operations (2)
workery attribute the breach  of the reciprocal
exchange relationship with their arganizations to
the impact of the opgoime wlobal  economic
meltdown; (3} oreamization-members’ rob
satisfaction at their plade of work i regatively
impacted by the breach of the reciprocal exchane
relationship with their oreanizations: and (4)
organizaiin-members’ commitment lowards their
organizaiion s megatively impacted by the breach
af the reciprocal exchange relationship with their
organizations. The siwdy thevefore vecommends
that mannfacturing organizations should
endeavour ta evalve ways of cushioning the impact
of the global economic melidown on  their
aperationy fo enable them fulfil their obligations to

workers as defined tn the exchange relationsiig
thert exist hetweeh both parties, as this s likely to
enfiance joh satisfaction ond
ORI e,

witrkers!
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Introduction

In the last two vears, organizations all over the
plobe have come under increading pressure to
change how they operate i an ever increasing
unstable environment. Much of this pressure hay
stemmed from the volatihity m the global econonie
environment, which has deteriorated into what
many eeonomic commentators have described as
perhaps the worst global econdmic depression in
human history. Describing the situation, Rose and
Smegel (2009, p.1) seate that;

The 2008 global finuncial crisis s
notable for o number of reasons.
tncluding most obyviously ity severily wnd
speed. The international span of the crisis
has also been romarkable; essenoally all
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the mdustrialized countries have been
aflocted, as well as n large number of
developing andemerging economics,

From our assessment of the impaet of the financial
mmehdown i appears that it has among others, given
rise 1o | 1) waninge capital investment amd declinmg
markels for manufacturers, (2) huge non-servicing
loans leading 10 hogudity snd selvency problems
[ Minancial instmtions arising from lapses in
Bnancial repulatory structures, (3) fallen stocks
prices that bave thremtened mvestments m the
eapital market, and (4) the near ¢ollapse of the real
estte market due to faled mortgnge fimancing.
s mult-sectoral  conkerworm, apart  from
unpacting senously on the macro-economy of maost
nations, has slso forced individual organizations to
cut operational levels due to gross decline in
investment. Apparently, ong¢ strtegic  option
through which this has been aclieved is corporate
downsizing

For mstance, Collins (2008, 5.5) posits that "rising
unemplovment n the United States 15 alreacly
spreading around the world™. Ths 1s confirmed by
Friedman and Friedman (2009 who report that the
financial meltdown has so fur caused the loss of 30
to 50 million jobs across the glabe. The nuphcation
15 that employees are at the receiving énd of the
elobil econamine meltdown with the unprecedented
rate of pob loss in the last two years. Although
pavernments across e world, espéaially the
developed ceonuiies ke the United States and the
UK, have mstituied stmulus plans 1o kindle therr
coonoimies  bakk On streani, one  4spedt ol
organtaational [ tat may have been hugely
mnpacted by the financial erisis is the psyehological
contract ol work. Far, Granrose and Bacilli (2006)
argue that volatile emplovment conditions mercase
the level of ambrgaty regurding what employees
can expect and what they want from the
employment relationship

Thie authors hinge their arpumenton the position of
Hall and Maois (1995), that downsizing alters the

_“

pevehological contraet such that "many people
may believe that even if they do good work they
could lose thew jobs™ (Granrose and Baeilh, 2006
p.163), Simularly, Cappellt (1999) has  been
reported to argue that i response to uncertaim and
changing business cnviromment, orgamzations
alter the psvchological contract with emplovees
(Kickul ¢ al, 2004). Although, the developed
western goonomics appear o have been worst hat
by thee plobal financial meltdown, the npple efects
are no doubt mpacting all other ceonomies,
including sub-saharan Africa mations. For, the
Europesn Report on Development (ERD) (2009,
. 72) argue that “there are now mounting concerns
that the impact of the crisis on fragile countries in
Africa eould actually be substannal™. So Afnca
and Afnean based organizations are not imamune
because the world 1s now a global village. The
purpese of this paper therefore, 15 wo: (1) Examine
the effeet of the global Anoncial crisis on
organtstional  operations; (2) Examine the
mfluence of the global financial cnisis mduced
change on organisstional openthons on workers'
perception of psychological contract breach n
ther orgamzaton; and (3) Idenuly the impact of
workers' current  perception of psychologieal
contract breach on work behaviour.

This study s justfied on the premise ol the
arguinent of MeDonald and Makin (2000} that ol
tmes.of change the danger of contract vielation is
likely to be ot its ghest. Any such violaton in
Adrican work organizations is likely to have a wll
an workers hehaviour beciuse work according to
{Abagew, 1999) is largely viewed [rom an
mstrumental perspective in Afnca. Since it has
heen suseested that economie condimans play a
role in the evolution of psychological contracting
[Kackul et al, 2004), this study fashions oul wisys
for minimizing the impaet of the global financial
crisis on work behaviour, The next seetion, which
vxplicates the psychologieal contract construct, 18
also used to show how the study hypotheses were
developed.
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Literature Review

Several authors (Hiltrop, 1996 Rochling, 1997:
MeDonald and Makin, 2000, Cassar, 2001, Winter
and Jackson, 2006) have traced the ongm of the
psvehalogical contract construct 1o the work of
Arpyris (1960). Nevertheless, it has only guined
mcreased research attention m the last few years
(MeDonald and  Makim, 2000; Atkinson and
Cuthibert, 2000). Atkinson and Cuthbert (2006) for
instange argue that the psychologieal contract
constriact, which n recent years have received
attention in organtzational studies, does not have a
hroadly agreed definmion. They nonctheless adopt
the defnition of Guest and Conway (2002), which
holds that psychological contruct “comprises
perceptions of mutual obligauons mmphied within
the emplovment relationship” (Atkinson and
Cuthbert 2006, p.648). This definiton  draws
altention to the perception of both the employer and
the employee about the employment contract.
Lemire and Rouillurd (2006, p.151) thereforeargue
that

The peychological contract 1s vielated
when employees believe their employers
have not fulfilled their obligations
(Turnley and Feldman, 1999), and
cmployee reactions 1o such breaches are
expressed i vanious ways: while some
individuals step up their intention of
departing the organization (exit), others
choose various forms of expression
(voice), while others reduce their
commibment to the organization (loyalty)
or their job invelvement and
orpamizational responsibilities (neglect)
{Rusbult ¢t al., 1988; Withey and Cooper,
| DEGY

Consequently, a psychological contract, according
o Rousscau (1995, p. 9) wvolves “individual
beliefs, shaped by the organization, regarding terms
of an exchange agreement between individuals and
their organizations”. McDonald and Makin (2000,
p.84) thus emphasize the place of employees'
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perception in the entire reciprocel relattonship by
argzuing that “the individual interprets the various
gctions of the omgamsation and mfers the
payiholigieal contract with the orgamsation on the
basis of these sctions”. Psychological contrct 15
therefore a set of tacit agreements invulying
mutial promises and obliganons (Lemare and
Rouillard, 2006) between the two parties in the
employment contract viz, the employer and the
employee,

MeNetl (1985) and Rousseau (1990) have been
widely acknowledged m extant hterature (Hallier
and James, 1997 Chrobot-Muson, 2003: Atkimnson
and Cuthbert, 2006) to have wdentified two distnct
typologies for conceptualizing psychologicnl
contract. These are the transactional’ and the
relational’ contracts, Transactional contracts reler
to obligations that are cconomie based (MeDonakd
and Makin, 2000). According to Hallier and Jamoes
(1997, p.224) “transactional contracts refer o
specific, often monetizable exchanges (e g. pay o1
particular skills) which serve short-term employer
needs”, Atkinson (2007) wrgues that is Tocus is on
providing financial compensation for seryices
provided by employees. It is thus an aspect of the
psychological contract that i premised on the
coonomic exchange principle which focuses on
compensatory monetary benefits for work efforns.
In such a case, the employee's perception of the
fairness of the reward for his contribution at work
determines s behaviour,

Conversely, relational contracts are loyalty based
(MéDonald and Makin, 2000). Thus, Atkinson and
Cuthbert (2006, p.649) argue that such contracls
“are open-ended less specific agreements that
establish and maintain & relationship™, Significint
clements of the relational contract as pointed ot
by Hallier and James (1997) include guarantee of
long term employment {Le. job security), training
and carcer opporumities. These benefits are
anticipated by employées 0 exchunge for thueir
leyalty. Unlike the transactional contract, which is
devoid of long term commitment, relational
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contract 15 characterized by long-term affiliation
that is built on trust. Nevertheless, MeDonald and
Makin (2000, p.83) have succinctly pointed oul
that!

psychological contracts are not usually
citherfor. Rather the descriptions given
above rtepresent the twe ends of a
continuum. Any particular psychological
contraet will contain both transactional
andl relational elements, but i difering
amounts.

Thus the transactional and the relational aspects of
psycholopical contract do not cperate n isolation,
mdicating that both are empirical referents af the
peychological contract construct.

We resterate that change in organizational life make
psychalogical contract, which is an mmportant
determinant for workers' behaviour apparent. This
15 because during a period of change such as the one
imposed by the current global economic meltdown,
work contraets are more likely to be yiolated or
broken. Drawimng from rescarch evidence
MeDonald and Makin (2000, p.85) have shown that
when contract violation is perceived to have
oceurred, employees are more likely 1o bt towards
the transactional rather than the relational side of
the psychological contracts conlinuum, Citing the
empirical study of Robmson et al (1994),
MeDarnld and Makin (2000) argue that workers
feel less obliped 1o fulfil “relational type
oblipations” to their employers when contract
violation is percerved to have oceurred. Either way,
it appears that environmental volatlity affects
psyehalngical contracl, We therefore hypothesize
that:

I1l: There is a positive associition between the
plobal economic meltdown impact and
workers' psychological  contract.

Another issue that is crucial for this study 1s the
relationship between perceived breach in

————ﬂ

nsychological contract and its implication for work
behaviour. Psychological contract breach,
according to Granrose and Baeilli (2006), results in
imbalance in the exchange relationship at work,
and manifests m negative emotional reaction of
workers. MeDonald and Makin (2000, p.84) thus
conclude that “despite 115 informal and unwriticn
nature, it 1s an important determinant of people’s
behaviour™. Suazo (2007, p3) reviewed extant
lteratureand coneluded that:

Psychological contract breach (PCB) has
heen found to have a negative impact on
a2 wide variety of employee workplace
attitudes and behaviors. For example,
PCB has been found to be negatively
related to satisfaction (c.g.. Robinson
and Rousseau, 1994 Tekleab ef al.
2005; Turnley and Feldman, 1998),
commitment {e.g.. Bunderson, 20015
Coyle-Shapire and Kessler, 2000; Lester
etal, 2002: Raja et al,, 2004), trast {e.z2.,
Robmson, 1996), merele performance
(e.z., Robinson, 1996; Tumlcy and
Feldman, 1999a), and organizational
citizenship behaviors (e.g.. Robinson
and Morrison, 1995 Turnley and
Feldman, 200000,

In this study job satisfaction and workers
commitment have been used o measure job
behaviour outcomes. Locke (1976} according to
Olepara (2006 p.225), “defined job satisfaction asa
pleasurable or positive emotional state, resulting
from the appraisal of one's job experiences.” Un
the other hand, Ghadamost (2003) associates
commitment with wdentification, involvement und
loyulty 1o ones erganization, as well as a feeling of
obligation to stay with ones organization, Usig
measures of work behaviour n this study, we
hypothesize that:

H2: There is a negative association hetween the
workers' psychological contract breach and job
satisfaction.
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H3: There 15 a negative association between the
psychological contract breach and
workers' commibment.

wotlkers'

Methodology

This correlational study was condueted as a cross-
seetional survey. The study wmts for data
gencration were individual organizational
members and the micro-level of analysis was
adopted. The population of the study was 170
workers of selected finms in Port Harcourt and the
sample size determmed from the Krejcie and
Morgan { 1970) ble (Sarantakos, 2005 p.173) was
118, After dawa cleaming, 60 copies ol the
tstrument were used for analysis, In selecting the
respondents the simple randony sampling technique
wasadoptod

The impact of the global economie crises wis
measored with a 7-tem instrument that reflects
seven core areas ol business operations. A Likert-
Lype sehle mnging between (1) notat all, w(5) very
great exlent, wis used to express agreement with
cach of the 1ems. Psychological contragt breach
micasures were adopied from Coyle-Shapiro and
Conway's study (200%) in which a 12-item
mstmument was used W generate data on boih
psychological contract obligation and
psychological contract actual. The difference
between the actual and the obligated represents
paychological contract breach. A Likort-type scale
ranging between (1) not at all, (o (3) very great
extent, was also wsed Lo express agrecsmient witl
cach of the items on the mstument. Waorkers' job
satisfaction was measured with a 3-item imstrument
developed by Cammann et af (19835, A Tiken-type
scale rangimg between (1) strong ly disaures and (5)
strongly agree, was used w indicate agreement witly
each of the item, Organizational commutment was
measured with a 6-item instrument developed by
Meyer ef af (1993), A Likert-type scale ranging
between (1] strongly disagree and (5) strongly
apree, was also used to indicate agreement with
cach of the item, For test of reliability of the scale

Gladi! Evononie Mealtdown, Pivcholosicnl Contrael Bregch, amil Wirkers® Bahawious in Nigerian Mupificetiring Ovganizaions

the following Cronbach's alpha cocllicients were
obtamed, Impact of Global Beonomie Meltdown
{90}, Psychological Contruct Obligated {917,
Psychological Contract Actual (.89), Job
Sausluction (.72), Organizational Commitiment
(.76}, and Psychological Contract Breach (89} In
accordance with Nunnaly (1978) model. which
recommends a benchmark of 70, the refiability
levels ofthe study scale are therefore aceeplable.

Research Results and Findings

Friquencies and descriptives were used in our
primary analysis, which focused on the study
demographics and univariate analysis respectively,
The results showed that 37% of respondents were
at the semior organizational level, while 43% were
al the middle level. 70% of respondents have spent
between one and nine veurs on their johs while
those who have Spent between 1en and nineteen
years are 23%. Only 6% of respondents have spent
at least 20 years m their present employiment, (n
the level of educational qualification, we had the
following distriboton: 20% with WALC, 687
with BSe. and 12% with masters degree. Finally,
68% of respondents were males while 32% were
females.

The result of the univariate analysis is shown in
Tuble 1. The mean svores (x) obtamed [or (e
mnpact of the global cconomic meltdown an (he
operations  of manufacluring organizalions in
Nigeria is moderately weighty (x = 2.88). The two
most alfected arcas of busmess aperations e
funds for wraining and development, and
operational capital. Other areas such as volume of
business, caompetition, market share, job seeurity,
and stall’ compensation and fringe benelits heve
nol been very heavily afTected. Workor
expectations ol their employers are high. This 1
shown in the mean score of psychologieal contract
obligated (x = 3.26).
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Table I: Descriptive Statistics of Study Variables

N Mean St Tlev. Skewness
Stat Stat Stalishics Statisties  Std.Error
Gilobal Feonomic Meltdown 8 2.88 1.103093 -250 752
Impaet (GEMI)
Psychological Contract &0 3.26 92744 -372 309
Obligated (PCO)
“Psychological Contract Actual | 60 2.61 81156 093 309
(PCA)
Psychological Contract Breach | 60 | -0.65 1.02646 | 1.076 309
(PCB)
Job Satisfaction (JS) 60 | 3.33 92362 | -.585 309
| Organizational Commitment 60 ile 83642 035 309
(00)

Source: SPSS ontgat on the analysis of research data

Nevertheless, Job Satisfaction i3 high among
workers in the manufacturing industry (x = 3.33).
Similarly organizational commitment is also high
(x=3.16).

Workers' believe strongly that their orgamzations
are oblizgated to provide up-to-date training as well
as support for learning new skill, frecdom for job
performance with minimal interference  and
opportunity to be invelved in decisions that afTect
them. Sinilarly they affirm that they view their
arganizations to be obligated to provide interesting
work environment, good career prospects, fair
remuneration and long term job secunity. But how
hawve manulacturing organizations faired on the
abiove eounts, The mean score of psychological
contragt actual (x = 2.61),
organizations have only faired averagely.
Psycholopical contract breach 1s thus caleulated by

Linear rtesression was used to assess the
relationship between global economic melidown
mmpact and workers psychological contract breach,
while Pearson's product moment correlation is
pnged 1o assess the association between
psychological contract hreach, and job satisfaction
and organizational commilment respectively.
Kerlinger and Lee (2000) according lo Irving
(2005, p.16) give guidelines for accepting or

indicaies  thal

suhiracting psychological contract obligated from
psyehological contraet actual. The resultant mean
is 0,65 as shown in table 1. The negative result
mdicates a breach in psychological contract
fulfilment m manufacturing  organizations,

rejecting the null hypotheses as follows: (1) an r
value of < .20 s the benchmark for accepting the
rull hypotheses; and {(2) an r vahae of = 2015 the
benchmark for rejecting the null hypotheses.
Conversely, anrvalue of = 2015 the benchmark for
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but small relationship: (¢) 40 10 .70 = moderate
correlation, substantial relationship; (d) .70 1
A0 = high correlation, marked relationship; and
{c) = .90 very  high comrelation, verv
dependable refutionship, The regression mode|
surmmary tor hypothesis | is presented m table 2.

aceepting the alternate hypotheses and anr value of
£ 2015 the benchmark for tejecting the alternate
hypotheses. Furthermore, Guilford's (1956) scale
given i brving {2005, p.16) 15 used for interpreting
the strength of corelation (r) beétween variables, 1t
15 thus stated: (8) < .20 = slight correlation, almast
neghgible: (th) 2010 40 = low carrelation, definite

Table2: Model Summary

Model | R R Squure Adjusted R | Std, Error of the
Square Estumnate
I 265" |.070 054 99812 N

aPredictors: (Constant), GEMI
Souwrce: SPSS output on the analysis of rescarch data

Thervalue of 265 and * of .07 shows the presence aceepled that there is a positive association

of a low correlation mdicating a delinite but small
relationship between global economic meltdown
impact and workers' psychological contract breach.
Relying on the given benchmark the hypothesis is

between plobal cconomic meltidown Impact and
workers' psyehological contract breagh. Table 3 s
the result on the association between the
psychological contract of workers and their job

sabslaction and commitment,

Table 3; Pearson Correlation

PSYCBR JOBSAT | ORGCOM

PSYCBR Pearson Correlation | -214 -203

g (2-tailed) 100 SRR

N 60 60 60)
JOBSAT Pearson Correlation -214 1 63 |

Sig (2-tailed) 100 000

| N all i) )

ORGCOM | Pearson Correlation 203 % B i !

Sig. (2-tailed) A19 00

N | 6i) GI 60

Source: SPSS output on the analysis of research data
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The result shows thal psyvchalogical contract
breach is nepatively associaled with Job
satisfaction (r=-.214; p < 0.01) and organizational
commitment (1 = =203; p < 0.01). The Pearson
correlation coeflicients {r} both indicate delinite
but small relationships and since both rcoefficients
are less than 2, we accept hypotheses 2 and 3 that
there 15 a negattve association between
paychological contract breach, and job sutisfuction
and orgamzational commutment respeetively,

Discussion, Conclusions and Recommendations
The purpose of this study was o investigate the
relationship between global economie meltdown
impact and psychological contract breach, and o
examine the resulting cffect of peychological
cortract hreach on work behaviour in terms of job
satisfaction and organizational commitment. From
the foregomg results we find that; (1) there 15 a
negative impact of the global economic melidown
on manufaelunng organizations' operatons (2)
warkers attribute the breach  of the reciprocal
exchange relationship with their organizations to
the impact of the ongeing global economic
meltdown:; (3) organization-members' job
satisfaction at their place of work is negatively
imnpacted by the breach of the reeiprocal exchange
relationship with their organizations; and (4]
arganization-members' conumitment towards thewr
organization s negatively impacted by the breach
of the reciprocal exchange relationship with their
pream zations.

I'he positive associilion between global economie
meltdown impact on organizations' operations and
workers psvehalogienl contract breach is likely to
have been predicated on the faetestablished t this
study thal the economic ceisis has had a huge
impact on the work organizations the world over
meluding African based organizatons like the ones
thit make up our study population. Itappears from
owr ohservation that even though the financial
sector may haye so far been the most hat by the
crisis, other seetors of the econamy are also bewng
impacted. The results also reveal that the more

organizations are perceived by their workers to
breach the obligations they owe their stufl
members, the less the workers gamn pleasure
working in such an organization, and the less they
are willing to stay with the arpanization. Ilis worth
renerating that Locke (1976) has pointed oul that 4
positive emotional state al work results from the
apprasal of ene’s job experience (Okpara 2006).
Since psycholopical contract is a form of
psychological appraisal by workers of their work
conditions, 1t is fitting that this study confirms
Suazo (2007) positon that psychological contract
bicach negatively impicts such work behaviours
as job satisfaction and organizational
commitment. The study thercfore recommends
that manufacturing organizations should
endeavour {0 evolve ways of cushioning the
unpact of the global ceonomic meltdown on their
operations to enable them fulfill their obhigations
toworkers as delined in the exchange relationship
that exist between hoth parties, as this s likely to
enhance job satisfaction and  workers'
comaibment,
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