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ABSTRACT

Organizations and employees must be alert and adaptive in facing volatile, uncertain, complex, and ambiguous
environment. Uncertainty in the workplace as well as the workforce can pose a threat to performance. This study aims
to analyse the effect of mediating role of psychological well-being in explaining the impact of job insecurity towards
work engagement and job performance of employees working in a flexible work arrangement. This study used
Structural Equation Modelling (SEM) in the analysis. Study data were collected from 206 employees across various
sectors in Indonesia. The findings showed that psychological well-being was found to be fully mediating the impact of
job insecurity towards employees’ work engagement and job performance. Future directions highlight the importance
of providing job security to employees and maintaining employees’ psychological well-being to boost engagement

and performance thus provides benefits to the organizations.
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1. INTRODUCTION

Transformations in the last few decades, such as in
technological, economic, and political aspects, have
impacted the dynamics of work. In addition to
decreasing union strength, job stability and
predictability are now increasingly being replaced by
job insecurity in line with companies’ policies to reduce
workers, outsource, and increase demand for efficiency

[1].

Today's organizations must always be alert and
adaptive in facing environment in volatility, uncertainty,
complexity, and ambiguity (VUCA), such as external
crises. It can create uncertainty in the workplace as well
as the workforce and pose a direct threat to
organizational performance and its continuity. The
Covid-19 pandemic caused by the novel coronavirus
which emerged at the end of 2019 makes organizations
suddenly have to navigate businesses in unprecedented
conditions and find solutions to the challenges that arise

2.

The International Labour Organization (ILO) [3]
predicts a significant reduction in working hours in the

second quarter of 2020 by 14% worldwide or the
equivalent of 400 million full-time workers. This
forecast was also announced along with projections of
higher year-end unemployment rate. The Covid-19
pandemic can lead to involuntary layoffs that threaten
the security of workers in various career stages and
sectors [3].

The pandemic has brought many changes in work
environment such as limited human contact to reduce
the spread of the virus. As a result, many organizations
change the habits of their employees from working in
the office to remote work or work from home (WFH)
[4]. WFH program, which was very popular during the
pandemic, is part of the flexible work arrangements
(FWA) concept and has become commonplace in the
world of work and urban planning [5]. FWA is defined
by [6] as a job arrangement that allows employees to
adjust the amount, time, and location of their work.

This health crisis creates many challenges for the
economy and jobs in general. Organizational
performance, an aggregate of individual employees’
performance [7] in this pandemic is encountering the
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impact, along with various aspects of individual and
companies work. Economic and employment recessions,
rising  unemployment rates, and limited-time
employment contracts further increase job insecurity
[3]. Adding to the mix that many employees cannot go
to work normally may change their perceptions of job
security and well-being.

Job insecurity is defined as the perception of threat
of losing current job in the near future [8]. Various
studies have documented the negative effects of job
insecurity [1], [9]-[11], among others, it can reduce
work attitudes such as job satisfaction and commitment,
health, physical and mental well-being, undermined
performance, creativity, and adaptability [9], [12]-[14],
and also attachment to work [10], [15].

The literature shows that the effect of job insecurity
on job performance is still developing, with weaker
evidence compared to other variables but going in the
consistent negative direction [7]. Several studies have
shown the direction of a positive relationship such as
[13] which makes research on the relationship between
these two variables interesting to be explored further.

Psychological ~well-being, aside from being
impacted by job insecurity, has a positive effect on work
engagement, which shows employees involvement in
their work [16] and has a positive effect on employee
performance [17], [18]. When psychological well-being
is perceived to be unfavourable, as a consequence it will
reduce employee involvement in their work and their
performance. This paper will be presented in a structure
that include introduction, literature review, method,
results, discussions, and conclusion.

1.1.Job Insecurity

Conservation of Resources (COR) theory by [19] is
considered to be able to explain the causes of job
insecurity and why job insecurity is often associated
with negative outcomes [19]. It explains that individuals
are motivated to acquire, build, and maintain things that
are considered as valuable resources [19]. One of them
is a stable job that can facilitate individuals to obtain
other resources both in material and non-material forms
(income, shelter, food, clothing, social status, honour
and so on). When these resources are lost or threatened
with loss, it can cause psychological pressure [20].

Research related to the stress perspective through the
COR theory has been analysed through various studies
[21]. Job insecurity is found to be a stressor or
antecedent to various job outcomes [1], [8], [10], [14].
A meta-analysis involving 252 samples found that job
insecurity has a significant relationship with 56
outcomes [10]. The possible consequences of job
insecurity that occur at the individual level in the short
term (work attitude such as job satisfaction) and the
long term (health and well-being) and the organizational
level in the short term (organizational attitudes such as
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commitment) and the long term (work-related behaviour
such as individual performance) [14].

Previous research has supported that job insecurity
can lead to reduced employee well-being [9], [14], [19],
[22]. This well-being can include general health,
psychological health, namely emotional and mental
health, physical health, to musculoskeletal disorders).
Vulnerable economic conditions such as insecurity in
the labour market and income can produce a more
severe reaction to job insecurity [1].

Job insecurity was also found to have a negative
impact on job performance [9], [10], [22], especially for
employees at the lower-level management level of the
company. Research by [20] adopting [21]’s study
analysed the effect of job insecurity on performance
which has a natural U shape on employees in the United
States and was successful in confirming it. This occurs
when an individual's assessment of performance
decreases when the job insecurity level is moderate, and
increases when the job insecurity level is low and high
so that it forms an inverted-U.

1.2.Psychological Well-Being

Psychological well-being is defined as the overall
effectiveness of an individual's psychological
functioning [18]. It is a positive mental health condition
for employees. Several factors such as stress, anxiety,
depression and post-traumatic stress disorder can affect
the mental health of employees. Psychological well-
being was found to be significantly negatively employee
performance [17], [18]. When psychological well-being
is felt to be unfavourable, it will reduce employee
performance as a consequence.

Psychological well-being is related to individual
happiness and experiences. Happy employee is believed
to be more productive employee [17]. The component of
well-being happiness itself is an experience of pleasure
that can balance negative and positive thoughts and
feelings. Thus, psychological well-being focuses on
attitudes and behaviours.

Work Engagement

Work engagement is defined as positive work-
related thoughts characterized by vigour, dedication,
and absorption [23]. Vigour is described as high energy
and resilience, and a desire to invest effort in one's
work, and persistence even when faced with difficulties.
Dedication is described as significant, enthusiastic,
inspirational, proud, and challenging feelings; and
absorption is characterized when a person is immersed
in a job, that time passes quickly and is difficult to leave
work. Meanwhile, the factor structure of work
engagement was suggested to be determined from data
of each study [24].

Engagement refers to a more persistent and
pervasive cognitive-affective state that does not focus
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on a specific object, event, individual or behaviour.
Engagement is also known to be the opposite of burnout
[23]. Several antecedents such as job insecurity [15],
[25], and psychological well-being [16] are known to
affect work engagement [14].

The level of positive affective or happiness in the
study was found to reduce the negative impact of job
insecurity [25]. One of the main job outcomes found to
be influenced by work engagement is individual job
performance [14], [15].

1.3.Job Performance

Performance is a behaviour that contributes directly
to the technical core of the organization and includes
activities commonly known as part of the employee's
job [26]. Job performance or the performance of
individual employees who work in a company will
contribute in an aggregate manner to company
performance [7]. Many studies have documented the
negative effects of job insecurity [1], [9]-[11], among
others, reducing work attitudes such as job satisfaction
and commitment, to disturbing employee welfare and
health.

The literature studying the effect of job insecurity on
job performance is still developing, with weaker
evidence compared to other variables but going in the
negative direction leading to a decrease in employee
performance [7], [14]. These findings were generally
similar in both cross-sectional and longitudinal studies
and regardless of ratter whether by individual or
supervisor. Overall, the relationship between job
insecurity and performance is negative and weaker in
countries with strong social welfare protection [14].

A few but limited studies have shown a positive
direction of the relationship [13], [27]. A reason that can
explain this is that when employees feel high job
insecurity or faced with the potential for loss of valuable
resources, according to COR theory [9], this can
encourage higher performance achievement, because
they believe that hard work will protect them from being
expelled from work [7].

In summary, this study will present the analysis of
two main hypotheses as follows:

H1: Psychological well-being mediates the
relationship between job insecurity and work
engagement

H2:  Psychological well-being mediates the
relationship between job insecurity and job
performance.
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2. METHOD
2.1. Sample

This study collected data from online questionnaires
self-administered by respondents. From 234 people who
participated, 28 did not fulfil respondents’ criteria such
as working less than 1 year in the current company or
currently do not perform work in FWA, thus leaving
sample of n = 206 employed workers. The
representation of female and male respondents is almost
the same, majority of their employment status is
permanent (72%), and their tenure is 5 years 3 months
in average. Respondents occupy positions ranging from
staff to executive such as general manager.

Majority of respondents have bachelor’s degree
(67%), followed by those who completed master (23%),
diploma (7%), and high school degree (2.5%). 60% of
respondents were married, while 39% were single. 46%
and 76% of respondents were in FWA based on time
and location flexibility respectively at the time of study,
where quite a number respondents performed both. The
sectors where respondents worked vary including
telecommunications, public services, education, finance
& banking, trade and general services, manufacture, oil
and gas, transportation, and other sectors.

2.2. Measures

Respondents had to indicate variables in 7-point
responses from strongly disagree to strongly agree, and
in frequency from never to always in responding two
variables namely psychological well-being and work
engagement.

Psychological Well-Being was measured using the
12-items General Health Questionnaire (GHQ-12)
developed by Goldberg and Williams (1988) which was
used in [28]. Items 7-12 were reversed [21]. A high
score indicates a high level of employees’ psychological
well-being.

Job insecurity was measured through the Job
Insecurity Scale which consists of 4 items from [29]
who had evaluated its psychometric characteristics in
several countries. This scale is the measurement most
widely used in research on job insecurity [29].

Work engagement was measured using 9 items from
the Utrecht Work Engagement Scale (UWES), a widely
used instrument which has been psychometrically tested
in various countries and research samples [23]. Work
engagement is measured through one factor structure as
suggested by [24] and the result from factor analysis in
this study.

Job performance was measured using a 5-items
proficiency scale on individual assignments based on
[30]. Self-reported job performance assessment has been
used extensively in research and has been shown to have
good reliability [22], [30].
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3. RESULTS AND DISCUSSION

Structural Equation Modelling (LISREL 8.80) was
used to test the model fit and hypotheses. Convergent
validity is indicated by significant high factor loadings
with estimates =0.50 [31]. Outputs showed satisfactory
results with the exception of three indicators, namely
item 2 and 3 of psychological well-being and item 8 of
work engagement, thus they were excluded from further
analysis. Construct reliability (CR) of 0.70 or above and
an average variance extracted (AVE) of more than 0.50
suggest good reliability [31]. All variables met the
criteria (Table 1), aside from AVE of psychological
well-being with score 0.41. VE results < 0.50 are still
acceptable because they are considered to have no fatal
impact, and the results are acceptable with CR showing
good result [32].

Several measures of approximation were employed
to describe the strength of the model’s predictions. Each
absolute and incremental index which shows good fit
(>0.90) already provided sufficient information in
evaluating a model [30]. Absolute fit measures of y2 =
704.85 (p-value = 0.00); df = 314; Root Mean Square
Error of Approximation (RMSEA) = 0.078; and the
Goodness-of-Fit Index (GFI) = 0.80; and incremental fit
measures showed Normed Fit Index (NFI), Comparative
Fit Index (CFI), and Incremental Fit Index (IFI) at 0.94;
0.96; and 0.96 respectively, which indicated that the
model is fit.

The structural model shown in Figure 1 showed that
job insecurity negatively affects psychological well-

Table 1. Descriptive statistics
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being (B = -0.55; p < 0.01), meanwhile psychological
well-being positively affects work engagement (B =
0.51; p < 0.01) and job performance (p = 0.61; p <
0.01). The significance of mediation role was also
tested, and the results showed significant statistics of
psychological well-being in fully mediating the impact
of job insecurity towards work engagement (Bindirect =
-0.281; p < 0.01). and job performance (Bindirect = -
0.337; p < 0.01).

Studying perception of employees who are
implementing FWA is highly interesting, considering
that they possess distinct characteristics that
differentiate  them from those in conventional
arrangement. They can have varied working hours or
working from different places which may expose them
to high technology usage, less direct monitoring from
supervisor, more power to control work and life, facing
dynamic social norm [5], aside from other benefits and
challenges. Analysis of employees’ experience who are
implementing FWA from Table 1 can be summarized
that they experience quite low job insecurity, and they
perceive their psychological well-being, work
engagement, and job performance to be quite high.

The study especially confirmed the negative impact
of job insecurity towards job performance [7] and work
engagement through the mediation of psychological
well-being thus added to the growing body of research
that studies the relationship. Organizations should pay
great attention to employees’ psychological well-being
to improve employees’ performance [17] and
engagement [16] that contribute to organization’s
performance and sustainability.

. Correlation
Variable Mean Std. Dev 1 > 3 7
Job Insecurity 2.582 1.615 0.874
Psychological Well-being 5.246 1.381 -0.550** 0.875
Work engagement 5.426 1.231 -0.351** 0.548** 0.935
Job performance 5.852 0.957 -0.466** 0.686** 0.382** 0.894

**Correlation is significant at the 0.05 level (2-tailed)
Score in diagonal columns showed CR as reliability criteria

Job Insecurity

Psychological
Well-Being

Work
Engagement

Performance

Figure 1. The hypothesized structural model result

While implementing FWA practices, organizations
should foster a healthy working environment towards

employees as they are able to work in flexible schedule
and or they are not coming to the office every day.
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Operating in uncertain times, it serves as a challenge for
organizations to ensure high levels of job security to the
employees, even more so in developing country such as
Indonesia with the growing social welfare [33]. Support
from all parties is needed to build employees’ resilience
in facing uncertainties [34].

4. CONCLUSION

This study findings showed that the two hypotheses
were supported. Psychological well-being was found to
be fully mediating the impact of job insecurity towards
work engagement and job performance of employees in
FWA. FWA practice in the workforce may be even
more widely implemented in the near future. So, it is
important for organizations to understand its association
with job outcomes particularly for organizations that
embrace the practice.

This research has several recommendations that can
be addressed by future research. This study was carried
out during Covid-19 pandemic which may play a role in
respondents’ perceptions towards specific variables.
Furthermore, all variables in this study were assessed
using self-report, which may be exposed to method bias
[14]. Future research may consider involving another
source’s response in measuring them, for example
supervisor’s in rating job performance. The respondents
cover a wide job sector, where specific sectors may
portray different perceptions. Analysing other variables
can also provide valuable insights, such as the
relationship of work and family domain or role of
technology in similar context. This study was cross-
sectional in nature that future research can carry out a
longitudinal study in particular to analyse relationship
between variables which may change over time.
Highlighting  the  difference  between  sample
characteristics such as based on gender, employment
status, and so on can also bring new perspectives.
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