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The moderating role of corporate reputation and employee-company identification on the 

work-related outcomes of job insecurity resulting from workforce localization policies 

 

Abstract:  

Although previous studies have examined the impact of job insecurity, there remains a need to 

understand specific issues related to job insecurity that results from government workforce 

localization policies. This study addresses this gap by examining employees’ work-related 

outcomes: employee engagement, job burnout, and intentions to quit, recognizing the interplay of 

employees’ identification with an organization and perceived corporate reputation in the context 

of Saudi Arabia’s localization policies. The study uses social identification theory to explain how 

employees’ perception of corporate reputation and their identification with a company shape their 

work attitudes in the presence of job-insecurity. Partial least square - path modeling (PLS-PM) and 

PROCESS tool is used to test hypotheses from data collected from 135 expatriate migrant 

employees working in different organizations in Saudi Arabia. Findings show that job insecurity 

has a significant effect of reducing the engagement of immigrant employees and leads to increased 

employee burnout and intentions to quit jobs. The results of moderation analysis show that 

favorable corporate reputation reduces the negative impact of job insecurity on employee’s 

burnout and intentions to quit, whereas high level of identification with company may also reduce 

employee burnout, even during job insecurity. Although immigrant employees do not seek to leave 

a reputable organization due to localization policies, they still experience stress, become 

disengaged, and so are less productive. As a result, businesses should leverage their reputation 

towards governmental policies of localization, by advocating expatriate employees’ contributions 

towards organizations and economy. 
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1. Introduction 

In recent years, and especially following the economic downturn in 2008, there have been renewed 

government policies directed at reducing immigration and localizing job markets (Ruhs and 

Anderson, 2010). This is noted in diverse locations, for example in the US, with the Trump 

administration developing policy to reduce immigrant labor (Alexander, 2017; Payan, 2016), in 

the EU and particularly the UK, with the conservative government promising reduced 

immigration, with implied positive impact on employment for UK workers (BBC, 2017; O'Rourke, 

2016), in Singapore, with policy tensions over the need for immigration and local anti-immigrant 

sentiment (Tan, 2017), and particularly, in Arab countries including; Saudi Arabia, Bahrain, 

Kuwait, Omanm, United Arab Emirates, and Qatar, all of which have pre-existing and ongoing 

workforce localization policies to deal with unemployment issues in the local population (Hasan, 

2014; Al-Asfour and Khan, 2014).  

There are, however, significant implications for businesses that rely on an immigrant labor 

force in such a policy environment. This is specifically the case in Saudi Arabia - our context - 

that has established quotas for ‘Saudization’, the employment of local workers, (Ramady, 2013; 

Al-Asfour and Khan, 2014). Saudization has resulted in dubious practices such as ‘Ghost 

Workers’, local employees who are paid, but not required to work (Al-Asfour and Khan, 2014) as 

organizations attempt to deal with the policy, whilst managing their labor needs, and avoiding 

extra payments to the government. Nevertheless, the result is that expatriate workers are 

experiencing job insecurity, with related negative effects on their wellbeing, work behaviors and 
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intention to quit, which in turn risks productivity and so also economic growth (Cheng and Chan, 

2008; Niesen et al., 2018; Piccoli and De Witte, 2015; Piccoli et al. 2017; and Sverke, Hellgren 

and Näswall, 2002). Businesses that are subject to localization policies remain reliant on immigrant 

labor that is able to undertake work without the negative effects that come with job insecurity (and 

indeed may prefer these workers, see Ramady, 2005; 2013) and it is important that they therefore 

understand how best to manage immigrant employees who are effected by such policy Indeed, 

both businesses and governments can benefit from an understanding of how to maintain immigrant 

employee productivity during any transition to localization. 

One defense against the negative consequences of government policy directed towards 

workforce localization should be the reputation of the organization itself, and related employee 

organizational identification. Specifically, corporate reputation is recognized as an important asset 

that can protect corporations (Ali et al., 2015; Foroudi et al., 2016; Tischer & Hildebrandt, 2014; 

Wang et al., 2016; Tucker & Melewar, 2005), with positive corporate reputation shaping favorable 

stakeholder behaviors (Ali et al., 2015; Gaultier-Gaillard & Louisot, 2006; Tischer & Hildebrandt, 

2014) and with resulting positive employee organizational identification (Ashforth & Mael, 1989; 

DeConinck, 2011). Put simply, those organizations with a better reputation, and stronger employee 

identification may be better placed to avoid negative employee behaviors associated with policy-

induced job insecurity.  

This study examines the association between job insecurity and the potential work-related 

outcomes of localization, captured by employee engagement, burnout, and intention to quit, with 

corporate reputation and employee identification as moderating variables. The context is Saudi 

Arabia, a country with one of the most developed and sustained policies of workforce localization 

(Hasan, 2014; Al-Asfour and Khan, 2014). The contributions of the paper are manifold: (i) it 
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examines the work-related outcomes of job insecurity in the environment of localization of job 

market policies, (ii) it offers an understanding of the moderating roles of corporate reputation and 

employee-company identification amid job insecurity, and its effect on work-related outcomes, 

and (iii); it offers practical implications to allow corporate managers to increase positive employee 

outcomes and to avoid negative employee outcomes amid conditions of job insecurity. 

 

2. Theoretical background and hypotheses   

Localization policies have work-related implications (Hasan, 2014). Indeed, increased job 

insecurity for immigrant employees is a specific intention of the policy, with possibilities of either 

immigrant employee disengagement, an increased intention to quit, or at best a desire to work 

harder to maintain their vulnerable position regardless of the impact on their wellbeing. We might 

therefore also consider the risk of burnout under these increasing work-related pressures (Bosman 

et al., 2005; and Manzano-García and Ayala, 2017). Taken together then, engagement, burnout, 

and intention to quit represent work-related outcomes of localization policies that may be measured 

in this study.  

Amid such a situation it is challenging for organizations to keep their employees motivated, 

yet organizations with a strong reputation may find this easier to achieve. This research therefore 

further proposes that corporate reputation and related employee-company identification may yield 

positive work behavior, even amid policy-induced job insecurity, noting that where both are high, 

negative outcomes (burnout and intention to quit) should be less evident, and positive outcomes 

(engagement) should be more present.  

Although several studies have examined the impact of job insecurity on employees’ work 

related outcomes (for instance Bosman, 2005, Gosh, 2017; Niesen, et al., 2018; and Piccoli et al., 
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2017), the key constructs that reduce negative employee outcomes, and/or increase positive 

employee related outcomes amid policy-induced job insecurity have not been identified. The 

current study therefore offers an important contribution by examining the impact of job insecurity 

caused by localization policies on expatriate (immigrant) workers. Specifically, it examines how 

both corporate reputation and social identity related to an organization (Tajfel and Turner, 1979) 

moderate the relationship between job insecurity - as a psychological contract breach - and 

expatriate employees’ work-related outcomes. In doing so important implications for business 

managers are identified. To ensure productivity managers need to understanding and address 

factors that impact on employee engagement, help them to aviod burnout, and reduce their 

intentions to leave, even when there are government policies that increase job insecurity. 

2.1. Job insecurity and work-related outcomes 

 

Since 1970s there has been substantial research on job insecurity and its influence on employee 

behaviors (Ashford et al., 1989; Cobb & Kasl, 1977). Job insecurity refers to a "sense of 

powerlessness to maintain desired continuity in a threatened job situation" (Greenhalgh and 

Rosenblatt (1984, p. 438). Individuals experience job insecurity as threatening, and it is one of the 

most important work-related stressors (De Witte, 1999). Even though it may sometimes result in 

stress induced pro-organizational performance by employees, this is also detrimental for 

organizations in long-term (Gosh, 2017) as job insecurity can result in a deterioration of somatic 

or mental health (Ashford et al., 1989; Cobb & Kasl, 1977; Hartley et al., 1991). It is also related 

to negative behaviors such as disengagement, increased burnout, and intention to quit (Ashford et 

al., 1989; Cuyper et al., 2008; Hallier & Lyon, 1996; Meyer & Parfyonova, 2010), as well as a 

decline in job satisfaction, organizational commitment and employee attachment (Furaker & 

Berglund, 2014; Hallier & Lyon, 1996; Hartley et al., 1991). Overall, job insecurity can also 
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produce a decline in employee innovation (Neison, 2018), and lower employee performance 

(Piccoli, 2017). The result of all of this is that it can lead to increased costs for organizations, for 

example through absence and lowered productivity (Laszlo et al., 2010). 

2.2. Job insecurity and employee engagement 

Improving employee engagement activities has become popular among consulting firms. Schaufeli 

& Bakker, (2003) define employee engagement as: “a positive, fulfilling, work-related state of 

mind that is characterized by three interrelated dimensions, namely vigor, dedication, and 

absorption”. Employee engagement is about being psychologically present when performing a 

role, and represents both emotional and intellectual commitment, and a discretionary effort 

towards an organization (Richman, 2006). Numerous studies have also examined the influence of 

job insecurity on employee engagement, for instance, Cheng et al., (2005); De Witte, (1999); and 

Presti and Nonnis (2012) noted negative effects of job insecurity on employee engagement. 

Similarly, Greasley et al. (2005); and Stander and Rothmann (2010) hold that employees who 

perceive high levels of job insecurity work with less vigor and dedication, and hence display lower 

levels of engagement with their organization. We might therefore assume that expatriate 

employees who perceive high job insecurity as a result of by localization policy will lose interest 

and dedication towards the organization they work for. This paper therefore, hypothesizes that job 

insecurity negatively affects employee engagement. 

H1: Job insecurity is negatively related to employee engagement. 

2.3. Job insecurity and burnout 

Burnout is defined as a syndrome related to feeling emotionally overwhelmed by work resulting 

in exhaustion, depersonalization (an impassive and impersonal response towards others) and 
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reduced personal accomplishment (a feeling of having less competence and achievement in one’s 

work). Burnout is a response to emotional or interpersonal stressors at work (Maslach & Jackson, 

1981, 1996; Mustafa et al., 2007), and leads to less engagement with one’s job (Maslach et al., 

2001). There is already evidence in the literature that job insecurity impacts employee burnout. 

For example, Tilakdharee et al. (2010) found a positive association between job insecurity and an 

employee burnout inventory. Similarly, Aybas et al., (2015), Chirumbolo and Areni (2005), De 

Witte, (2005), and McLean, (2006) hold that employees who perceive high level of job insecurity 

also experience high burnout. Immigrants may already experience considerable stress and mental 

exhaustion in their jobs as they often work longer hours and have to accomplish challenging tasks 

in country where they are also attempting to establish roots. Localization policies can be a 

significant additional stressor as it impacts on their future work prospects. Hence, the second 

hypothesis is related to job insecurity and employees’ perceptions of burnout.  

H2: Job insecurity is positively related to employee burnout. 

2.4. Job insecurity and intentions to quit 

Intention to quit is an individual subjective evaluation with regards to whether one will leave the 

organization in the near future and is the most immediate predictor of such behavior (Ismail, 2015). 

In this paper, we use intentions to quit as operationalized by Colarelli (1984), where employees 

have intentions to search for new job opportunities soon. Previous studies have acknowledged that 

job insecurity increases intentions to quit, for instance; Bernston et al., (2010); Dekker & 

Schaufelli, (1995); Ismail, (2015) argue that job insecurity leads to negative evaluations of 

organizations by employees and consequently they start searching for other appropriate work. In 

a recent study, Jimenez et al. (2017) found that job insecurity caused by economic crises (where 

an organization has to reduce the workforce), led to high stress among employees and intentions 
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to quit to find other suitable work. However, little is known about how job insecurity resulting 

from workforce localizations policies affects intentions to quit. This study therefore proposes that 

in the context of workforce localization: 

H3: Job insecurity is positively related to employees’ intentions to quit. 

2.5. The moderating role of corporate reputation  

  

We might recognize that some organizations may be better placed than others to mitigate negative 

work related outcomes caused by job insecurity resulting from localization policies. It has already 

been acknowledged that corporate reputation provides a sustainable competitive advantage to 

organizations (Ali, 2011; Capozzi, 2005, Zyglidopoulos, 2005) based on the knowledge, beliefs 

and impression of the organization held by various stakeholders (Ali & Zia, 2011; Helm & 

Tolsdrof, 2013; Musteen et al., 2010; Rhee & Haunschild, 2006; Su et al., 2016). Fombrun (1996) 

defines corporate reputation as “set of collectively held beliefs about a company’s ability and 

willingness to satisfy various stakeholders”. Once established, a favorable reputation also 

safeguards an organisation, even in a crisis (Coombs & Holladay, 2001). Indeed, such is the 

perceived value of corporate reputation that it has become a key focus for corporate activity as it 

protects against a wide variety of external circumstances (Coombs & Holladay, 2001; Highhouse 

et al., 2009; Zyglidopoulos, 2005). The current study uses employees’ assessment of corporate 

reputation and considers the work behaviors that results from such assessment. Based on social-

identity theory, employees experience a sense of belonging by defining themselves as someone 

who works for an organization of high repute (Ashforth & Mael, 1989). Individuals use selective 

perceptions to assess information to avoid or reduce dissonance (Festinger, 1953; Jain & 

Maheswaran, 2000), so that employees with positive attitudes towards a company may disregard 

later negative information (Helm & Tolsdrof 2013). Research has also previously examined the 
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influence of corporate reputation in increasing employees positive work behaviors such as job 

satisfaction, commitment, and work engagement, (Helm, 2011, and Shirin & Kleyn, 2017). 

Similarly, corporate reputation has been found to reduce employee feelings of burnout and 

intention to quit (Alniacik et al., 2011, Beheshtifar and Allahyary, 2013). However, in an important 

report (Deloitte, 2016) proposed that corporate reputation is especially important for corporations 

in times of crises. Similarly, Coombs & Holladay (2001), Dean, (2004), Jain & Maheswaran, 

(2000), and Watson (2007) also find that corporate reputation is important for organizational 

survival in times of crises, and in our case this means the negative effects of job insecurity caused 

by external government policy. As an emerging field, scholars have used different corporate 

reputation constructs to explain its importance for various stakeholders (Pires,& Trez, 2018), yet 

although a number of studies are available that examine the moderating role of corporate reputation 

in the context of customer behavior (Qasim et al., 2017; and Sridhar and Mehta, 2018) and other 

stakeholders (Ali et al., 2015), there is little literature available that specifically examines the 

moderating role of corporate reputation on the relationship between job insecurity and employees 

work-related outcomes.  

Despite the indirect associations available in the literature, there remains insufficient 

theoretical evidence for the moderating role of corporate reputation on the relationship between 

job insecurity and employee outcomes. Following these arguments, we therefore propose that 

favorable corporate reputation reduces the negative effects of job insecurity, whereas unfavorable 

corporate reputation adversely influences employee engagement..      
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H4a: The negative effect of job insecurity on employee engagement is moderated by 

perceived corporate reputation. The effect is stronger when corporate reputation is 

favorable and weaker when corporate reputation is unfavorable. 

H4b: The positive effect of job insecurity on employee burnout is moderated by perceived 

corporate reputation. The effect is stronger when corporate reputation is favorable and 

weaker when corporate reputation is unfavorable. 

H4c: The positive effect of job insecurity on employee intentions to quit is moderated by 

perceived corporate reputation. The effect is stronger when corporate reputation is 

favorable and weaker when corporate reputation is unfavorable. 

2.6. The moderating role of employee-company identification 

 

According to social-identity theory, individuals also attach emotional significance to the groups to 

which they belong (Tajfel, 1978), with the likelihood of favorable behaviors (Ashforth et al., 

2008). These groups include the workplace and so employee-company identification has been 

defined as: “that part of an individual self-concept which derives from his/her knowledge of his 

membership of a social group (or groups) together with the value and emotional significance 

attached to that membership” (Tajfel, 1978, p.63). Employee-company identification postulates 

that employees value their membership of an organization when they see a good fit between their 

individual values and organizational values. The concept has been used to explain its effects in 

developing pride in organizational membership and other employee-related behaviors. 

Identification with organization is therefore important to employees as they feel that they 

personally embody organizational values and beliefs (Ashforth & Mael, 1989; van Knippenberg 

& Sleebos, 2006), experiencing high levels of meaning and goal congruence between themselves 

and the organization (Corley et al., 2006). There is already some limited research that examines 
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the positive influence of employees-company identification in increasing positive work behaviors 

(job satisfaction, commitment, organizational citizenship, work engagement) (Meyer, et al., 2004; 

Riketta, 2005; and Zafar & Ali, 2016). Other studies have examined the mediating role of 

employee company identification in developing positive employee work outcomes (Abdullah, 

2017; El-Kassar et al. 2017; and Wang et al., 2017). Guarana, (2010) in particular examined the 

moderating role of employee organizational identification in increasing employee engagement and 

reducing burnout. Since an intention to quit a job is also a negative work behavior, it may be 

assumed that higher levels of employee-company identification will also reduce employees’ 

intentions to quit amid job insecurity. Thus, employees who identify with an organization may 

experience fewer negative effects from job insecurity, and so also less burnout and a lower 

intention to quit. In addition, increased job insecurity may not decrease employee engagement if 

they perceive high level of identification with their organization. Based on these arguments, we 

propose the following hypotheses. 

 

H5a: The negative effect of job insecurity on employee engagement is moderated by 

perceived employee-company identification. The effect is stronger when employee-

company identification is favorable and weaker when employee-company identification is 

unfavorable. 

H5b: The negative effect of job insecurity on employee burnout is moderated by perceived 

employee-company identification. The effect is stronger when employee-company 

identification is favorable and weaker when employee-company identification is 

unfavorable. 
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H5c: The negative effect of job insecurity on employee intentions to quit is moderated by 

perceived employee-company identification. The effect is stronger when employee-

company identification is favorable and weaker when employee-company identification is 

unfavorable. 

 

2.7.The research model 

We bring these hypotheses together in a conceptual model, Figure 1, that also incorporates control 

variables including; designation, education and experience that may explain employees’ behaviors 

(employee engagement, employee burnout and intentions to quit).  Job insecurity is the 

independent variable with employee engagement, burnout, and intentions to quit as dependent 

variables and corporate reputation, and employee company identification as moderating variables. 

The model explains how corporate reputation and employee company identification affects the 

work behavior of expatriate employees (the sample) amid job insecurity resulting from localization 

of the job market in Saudi Arabia. Although there is existing research that examines the association 

between job insecurity and employee work related outcomes, the conceptual model in this study 

proposes that organizations can leverage a favorable reputation (as perceived by employees), and 

employees’ identification with the organization, to reduce negative work related outcomes amid 

insecure job market conditions resulting from external factors, in this case government localization 

policies. The study offers an incremental contribution to the body of knowledge on this topic by 

explaining the moderating roles of corporate reputation and employee identification, in the context 

of the localization of the Saudi labor market. 
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Insert Figure 1 here 

3. Method 

3.1 Context 

The context under investigation is Saudi Arabia, a country that is experiencing ongoing economic 

issues due to a decline in oil prices following the financial crisis of 2008, and that is representative 

of countries where the government has adopted localization policies that have impacted on the 

workforce. Despite the crisis, Saudi Arabia is a young, rich nation, facing a paradox of high wealth, 

but also high unemployment among local citizens (Torofdar, 2011), with the job market heavily 

dependent upon foreign workers (Al-Dosary & Rahman, 2009). In order to provide employment 

to local citizens, the government has therefore implemented ‘Guided Localization’ with the aim of 

replacing expatriate employees with local Saudis (Saudi Gazetta, 2016, 2017). This has caused 

unrest among expatriate employees who remain important for the Saudi economy (Aljead, 2014), 

and indeed businesses have also found the adjustment difficult. Although our focus is Saudi 

Arabia, this context is transferable to a wider range of countries that are similarly addressing 

ongoing economic and employment issues through localization policies, for example, the US, UK 

and Singapore. Like Saudi Arabia, these are also multi-cultural countries dealing with the tensions 

of globalization following the financial crisis of 2008.  

What limited research exists on the effects of Saudization on the job market in Saudi Arabia 

focuses on employment opportunities for Saudi citizens, and on the impact on economic growth 

(Torofdar, 2011), rather than the effects of localization on workplace outcomes for immigrant 

employees and the organizations they work for. The current research addresses this gap. With the 

insecurity and associated disillusionment in immigrant employees, there is a greater need for 

businesses to retain appropriate and necessary overseas workers and maintain, or increase their 
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productivity, with the possibility that those businesses with a good reputation, and identification 

with these employees, are better placed to adjust to localization. 

 

3.2 Sample and data 

The unit of analysis in this study is the immigrant employees working in Saudi Arabia. Data was 

collected through personally administered and online survey questionnaires including 135 valid 

and complete answers from immigrant employees in different organizations in Saudi Arabia (see 

appendix including demographic profile, education, and designation in the organization, monthly 

income, and tenure). Participation in the data collection process was voluntary and the 

confidentiality of the data was assured to respondents. The selection of participants was based on 

the professional connections of the research team.  

Using convenience sampling, 500 expatriates were approached, and invited to participate 

in the survey, which spanned one month (April 10, 2017 to May 10, 2017). Most respondents who 

participated were from Egypt (17.8%), India (12.6%), Jordan (10.4%), Sudan (9.6%), and Yemen 

(8.1%). The sample as a whole reflects the diversity and proportion of different overseas workers 

in Saudi Arabia. The sample included 67% males and 33% females. About 59% participants had 

a bachelor’s degree and 45% had masters degrees. Twenty three percent of respondents had 2-5 

years of experience, 57% had 6-10 years, and 12% had 11-15 years. The smaller female 

representation also reflects the more limited opportunities for female workers in Saudi Arabia. 

Appendix 1 shows the demographic characteristics of the sample. 
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3.3 Instruments and measures  

This survey questionnaire was administered in English as a language known to all participants. 

Previous studies have effectively utilized English surveys in non-native English-speaking 

countries (Ali et al., 2017; Bouckenooghe et al., 2017’ Khan et al., 2015; Naseer et al., 2016). The 

use of English also provides an opportunity for the comparison of findings with those of previous 

research that employed English surveys (i.e., primarily conducted in another context; Naseer et al., 

2016).  

From the review of the literature, various measures have been employed for the constructs 

including; job insecurity, corporate reputation, employee company identification, and employee 

engagement, burnout, and intentions to quit. The job insecurity instrument is taken form De Witte 

(2000) containing 4 items and used by Vander Elst et al. (2014) (i.e., “chances are I will soon lose 

my job”). All measures are answered on a 5-point Likert ranging from 1 (strongly disagree) to 5 

(strongly disagree).  

Corporate reputation is measured through an 8-items scale from Feldman & Vasquez-

Parraga (2013) (i.e., “this company contributes actively and voluntarily to the social improvement, 

economic and the environmental of society” or “this company stands behind its products and 

services with good price and good quality that meet consumer”). A 6-items scale from Mael & 

Ashforth (1992) measures organizational identification (i.e., “when someone criticizes this 

organization, it feels like a personal insult”).  

Employee engagement is measured through a scale developed by Saks (2006), with 6 items 

each for job engagement and organizational engagement (i.e., “I really throw myself into my job”, 

or “being a member of this organization is very captivating”). Job burnout is measured using 

Maslach & Jackson’s (1981) scale followed by Choi et al. (2012). The study uses two dimensions 
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of job burnout: emotional exhaustion (i.e., “I feel emotionally drained from customer service 

work”), and depersonalization (i.e., “I worry about being callous toward people”), with 4 items 

each. The final employee behavior - intention to quit - is measured through 3 items scale by 

Colarelli’s (1984), (i.e., “I frequently think of quitting my job”).  

Although previous studies have analyzed the influence of the demographics complexity of 

employees - for instance education, designation, and experience - in different ways (Ageeva et al., 

2018; Foroudi et al., 2016), they have not been able to explain their effects on employees work 

behavior. Hence, in addition to the key hypothesis-testing variables, this study included controls 

for education, designation, and experience to eliminate whatever effects they might have on 

employees work behavior. These three variables are measured with nominal scales described in 

Appendix I.  

3.4 Common method variance  

The data collected for this study is self-reported and cross-sectional as the data for both 

independent and dependent variables were collected from the same source and at same time. This 

might mean that the common method variance (CMV) may inflate the strength of observed 

structural relationships among the constructs in the model. To address the issue of CMV, this study 

employs Lindell and Whitney’s (2001) marker variable analysis. This involves introducing an 

additional latent variable referred as a “marker variable” that is theoretical unrelated to the main 

constructs of the study. This study uses “corporate hypocrisy” as a marker variable that is measured 

by six items adopted from Wagner, Lutz, and Weitz (2009). The data for the marker variable was 

collected at the same time and in the same manner as the focal variables, and analysis also confirms 

the reliability and validity of the marker variable (Cronbach’s alpha = 0.76, composite reliability 
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= 0.84, AVE = 0.65). Table 2 shows that none of the correlations of the marker variable is 

significant with any other variable, suggesting that the data did not suffer from CMV in this study. 

4. Analysis and results 

4.1 Statistical method 

This study employed a partial least squares path modeling (PLS-PM) technique (Henseler, Ringle, 

& Sarstedt, 2015; Sarstedt, Ringle, & Hair, 2017; Richter, Cepeda, Roldán, & Ringle, 2015). 

Despite a surprising level of enmity towards PLS-PM (Rönkkö & Evermann, 2013; Rönkkö, 

McIntosh, & Antonakis, 2015; Rönkkö, McIntosh, Antonakis, & Edwards, 2016), PLS-PM has 

become popular among scholars for its ability to construct theory ((Henseler et al., 2014b; Petter, 

2018; Rigdon, 2016; Roldán & Sánchez-Franco, 2012; Sarstedt, Hair, Ringle, Thiele, & Gudergan, 

2016). The use of PLS-PM in this study was appropriate because: (1) PLS-PM is a suitable 

approach for prediction oriented research (e.g., predictions of employee behavior); (2) PLS-PM is 

an appropriate procedure for estimating and testing complex structural relationships; (3) PLS-PM 

is a convenient tool for handling hierarchical latent variable models (e.g., employee engagement 

and job burnout); (4) PLS-PM provides latent variables scores which could be used in the 

subsequent analysis of a two-stage approach for modeling the multidimensionality and moderating 

analysis; (5) although the sample size (n = 135) may seem small, according to statistical power 

analysis using the G*Power 3.1.9.2 program (Faul et al., 2007), the model used only required  a 

sample of 45 to detect R2 values of around 0.25, therefore, the statistical power of the sample of 

135 samples was acceptable, assuming a significance level of 5%, a statistical power of 80%, 6 

constructs in this study, 37 items, and an effect size of 0.15 (Hair et al., 2017, pp.26), and finally; 

(6) the PLS-PM technique provides some of the latest statistical tools such as heterotrait–monotrait 

(HTMT) ratio for discriminant validity, effect size for relative contribution of each predictor, 
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confidence intervals in testing hypothesis, and graphs for moderation analysis. This study used 

SmartPLS 3 software (Ringle, Wende, Becker, 2015) for the PLS-PM analysis, and a freely 

available computational tool for SPSS called PROCESS macro (Hayes, 2013) for the conditional 

moderating analysis. 

 

4.2 Measurement model assessment 

To assess the measurement model of all reflective first-order constructs, this study focused on the 

psychometric properties of reliability, validity and dimensionality of each construct as discussed 

in the following sub-sections. All results of reflective first-order constructs are reported in Step 1 

in Table 1. 

4.2.1 Reliability 

The individual reliability of the items was assessed by examining the standardized factor loadings. 

As a popular rule of thumb Fornell and Larcker (1981) recommend factor loading of ≥0.707, while 

factor loading ≥0.50 could be considered practically significant for exploratory research 

(Nunnally, 1978). This study follows Roldán and Sánchez-Franco (2012) recommendation to use 

two-tailed p-values for confirming the significance of factor loadings. The standardized factor 

loadings of all first order constructs are shown in Step I in Table 1. All factor loadings are found 

to be above the minimum threshold (i.e., ≥0.50), and are significant at p < 0.001 level (two tailed), 

indicating convergent validity at the item level. Factor loadings <0.50 were dropped during path 

analysis. The construct reliability was assessed by examining the Cronbach’s alpha and composite 

reliability and should be ≥0.70 (Nunnally, 1978). Step I in Table 1 shows the scores of Cronbach's 

alpha and composite reliability are >0.70, indicating construct reliability.  
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Insert Table 1 here 

4.2.2 Convergent validity 

The convergent validity was evaluated be examining the average variance extracted (AVE) and 

should be ≥0.50 (Fornell and Larcker, 1981). This suggests that ≥50 percent of the item variance 

should be accounted for. Step I in Table 1 shows that all the constructs have an adequate 

convergent validity as the values of AVE are >0.50. 

4.2.3 Discriminant validity 

This study assesses the discriminant validity using Fornell-Larcker’s criterion and the heterotrait-

monotrait ratio of correlations (HTMT). Following Fornell-Larcker’s (1981) criterion for each pair 

of constructs, the AVE square root of each construct should be higher than the absolute value of 

their correlation. Table 2 shows both the AVE square root on the diagonal line for the constructs 

and the absolute value of their correlation.  Secondly, discriminant validity was tested using 

HTMT. The acceptable values for HTMT should be <0.85 HTMT <0.90. The values above the 

diagonal in Table 2 shows the HTMT values which are <0.85, suggesting that discriminant validity 

was present in this study.  

  

Insert Table 2 here 

4.2.4 Modeling second-order constructs 

Employee engagement and job burnout were operationalized as second-order constructs.  

Employee engagement was operationalized as a second-order construct, made up of two first-order 

dimensions: job engagement and organization engagement. As in Table 1 and Fig 1, the two first-

order dimensions reflect the higher-order construct. Similarly, this study measured job burnout as 
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a second-order construct consisting of two first-order dimensions: depersonalization and emotional 

exhaustion. A two-stage approach was employed to evaluate the second-order constructs. In first 

stage, the reflective items were used to obtain the latent variable scores for all the first-order 

reflective constructs, which, in the second stage, served as manifest variables in the measurement 

model of second-order constructs (Becker, Klien and Wetzels, 2012; Hair et al., 2017). The criteria 

for assessing the first-order constructs of the measurement model such as reliability, convergent 

validity and discriminant validity also apply to second-order constructs. As Step II in Table 1 

reported the results of reflective second-order constructs, suggesting that the second-order 

constructs met all the minimum requirements of acceptability (Ali, Musawir, and Ali, 2018, Ali, 

Ali, Badghish, and Baazeem, 2018).  

 

4.3 Structural model assessment 

This study followed the recommendations in Hair et al. (2017) to evaluate the structural model and 

testing hypothesis. Before analyzing results from the structural relationship, the collinearity test 

was conducted by examining the variance inflation factor (VIF) value. This study assessed all 

possible sets of (predictors) constructs for collinearity. The values of VIF are <3.3 or <5, 

suggesting that the structural model has minimal collinearity (Hair et al., 2017).  

The predictability in the structural model is analyzed by examining the coefficient of 

determination or R2 value for three endogenous variables. R2 may vary depending on the research 

field. The values of 0.67, 0.33, and 0.19 as measures of R2 are suggested to be substantial, 

moderate, and weak respectively (Chin, 2010). The R2 
(employee engagement) = 0.43, R2 

(employee burnout) = 

0.37, and R2 
(intention to quit) = 0.52 suggesting that R2 values were moderate and acceptable. The 

model’s predictive relevance in terms of out-of-sample prediction is analyzed by examining the 
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Q2 values via blindfolding approach. A Q2 value >0 suggests predictive relevance. The Q2 values 

for all endogenous variables >0, suggesting that the model is predictive (Hair et al., 2012). 

 

4.4 Model fit 

A goodness of fit measure is an index for model validation and obtained by calculating the 

standardized root-mean square residual (SRMR), (Henseler et al., 2015). Since SRMR is an 

absolute measure of fit, a value of zero indicates perfect fit, but a value <0.08 is generally 

considered a good fit (Hu & Bentler, 1998). This study revealed a SRMR 0.07<0.08, suggesting 

that the path model fitted with the empirical data (Hair et al., 2017; Henseler et al., 2015). 

 

4.5 Hypotheses testing 

The sizes and significance levels of the path coefficients represent the derived hypotheses. 

Following Hair et al. (2017), the significance levels of the path coefficients are obtained using a 

PLS algorithm, a resampling bootstrapping procedure (with 5000 bootstrap samples and 135 

bootstrap cases). The path coefficients, standard errors, significance level, t-values as well as the 

accompanying bootstrap confidence intervals at 95% are shown in Table 3. An examination of 

path coefficients and levels of significance suggest that all the direct, and three of the moderating 

effects are significant. The findings indicate that the direct effect of job insecurity on employee 

engagement (β = 0.13*, p < 0.05), employee burnout (β = 0.50**, p < 0.01), and intention to quit (β 

= 0.57***, p < 0.001) is positive and significant. The moderating results are discussed in next 

section. 

Insert Table 3 here 
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4.6 Conditional moderating effects   

To examine the conditional moderating effects of exogenous variables on endogenous variables at 

different values of moderating variables, this study employed an inferential test using the 

PROCESS macro. Using latent variables scores obtained from SmartPLS 3 as an input, this 

analysis produced estimates and bias-correlated 95% bootstrap confidence internals for indirect 

effect with different values of corporate reputation and employee-company identification as 

moderating constructs.  

Table 3 shows that H4a was not supported as the moderating effect of corporate reputation on 

the relationship between job insecurity and employee engagement (β = -0.02 n.s; p>0.05) is 

insignificant. There was also no support for H5a as the employee-company identification has no 

moderating effect on the relationship between job insecurity and employee engagement (β = 0.04 

n.s; p>0.05). In addition, there was no support for H5c as the moderating effect of employee-

company identification on the relationship between job insecurity and intentions to quit (β = 0.03 

n.s; p>0.05) is insignificant. 

The moderating effect of corporate reputation on the relationship between job insecurity and 

employee burnout (β = 0.19**; p<0.01) and on the relationship between job insecurity and 

intention to quit (β = 0.26**; p<0.01) were significant, in support of H4b and H4c respectively. 

Also, the moderating effect of employee-company identification on the relationship between job 

insecurity and employee burnout (β = 0.15*; p<0.05) was significant as shown in Table 4.  

Next, this study examined corporate reputation at three levels to determine whether the 

relationship between job insecurity and employee burnout varies at different levels of corporate 

reputation (Table 4(A)). These three levels were as follows: the mean (M = 3.54; S.D = 0.90), 

which was equivalent to the average levels of corporate reputation among the sample; the mean 
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minus one standard deviation (−1 S.D; i.e., 2.54), which was equivalent to low levels of corporate 

reputation; and the mean plus one standard deviation (+1 S.D; i.e., 4.54), which was equivalent to 

high levels of corporate reputation. Consistent with H4b, Table 4(A) shows that when corporate 

reputation was low (−1 S.D), the conditional effect of job insecurity on employee burnout was 

positive and significant but weak (β = 0.35, boot S.E = 0.11). However, when corporate reputation 

was high (+1 S.D), the conditional effect was both positive and significant (β = 0.74, boot S.E = 

0.12).  

     These findings supported H4b such that the positive effect of job insecurity on employee 

burnout was moderated by perceived corporate reputation. Fig 2 shows the moderating effect’s 

slope in greater detail. The effect was stronger when corporate reputation was favorable and 

weaker when corporate reputation was unfavorable. The upper blue line, which represents a low 

level of corporate reputation, has a flatter slope while the lower green line, which represents a high 

level of corporate reputation, has a steeper slope. As a rule of thumb and an approximation, the 

slope of the low level of corporate reputation was the simple effect (i.e., 0.50) minus the interaction 

effect (0.19), while the slope of high level of corporate reputation was the simple effect (i.e., 0.50) 

plus the interaction effect (0.19). Hence the simple slope plot supported the previous discussion of 

the positive interaction term. Higher levels of corporate reputation produced a stronger relationship 

between job insecurity and employee burnout, while lower levels of corporate reputation led to a 

weaker relationship between job insecurity and employee burnout. So the moderating effect of 

corporate reputation on the relationship between job insecurity and employee burnout was 

generally positive, but increased with increasing levels of corporate reputation. Applying the same 

procedures, the findings in Table 4(B) were consistent with H4c, which suggested that the positive 

effect of job insecurity on employee intentions to quit was moderated by perceived corporate 
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reputation. Here the effect was also stronger when corporate reputation was favorable and weaker 

when corporate reputation was unfavorable (Fig. 3). This suggested that the relationship between 

job insecurity and intentions to quit became stronger with higher levels of corporate reputation. 

For the low levels of corporate reputation, the slope was much flatter, as shown in Fig 3.  

      Hence, with low levels of corporate reputation, the relationship between job insecurity and 

intentions to quit became weaker. Similarly, the findings in Table 4(C) were consistent with H5b, 

suggesting that the effect of job insecurity on employee burnout was moderated by perceived 

employee-company identification. The effect was also stronger when employee-company 

identification was favorable and weaker when employee-company identification was unfavorable 

(Fig. 4). That is, the relationship between job insecurity and employee burnout became stronger 

with high level of perceived employee-company identification and for low levels of perceived 

employee-company identification the slope was much flatter and the relationship between job 

insecurity and employee burnout becomes weaker. 

Insert Table 4 here 

5. Discussion and conclusion 

This study examined the influence of job insecurity on the work-related outcomes of engagement, 

burnout, and intention to quit in the presence of corporate reputation and employee company 

identification, amid a government policy of workforce localization. Previous work has highlighted 

that although there are some apparent organizational benefits to job insecurity, such as employee 

striving to maintain their post, the negative effects are stronger (Sverke,, Hellgren and Näswall, 

2002; Cheng and Chan, 2008; Staufenbiel and König, 2010). To our knowledge job insecurity has 

not been tested in the context of government localization policies. The results confirm a significant 

effect of job insecurity in reducing engagement by immigrant employees (H1), such that the 
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workforce localization policy risks the productivity of these economically important workers. 

Policy-induced job insecurity also leads to increased employee burnout (H2) and intentions to quit 

(H3), revealing a stressed and discontent immigrant workforce. Experience is the only control 

variable that shows a positive and significant effect on employee engagement. This implies that 

experienced workers tend to be more engaged with the organization, which is also consistent with 

previous studies (Ageeva et al., 2018).  Nevertheless, overall the negative impact of policy induced  

job insecurity is significant. 

  Coombs & Holladay (2001), Dean, (2004), and Jain & Maheswaran, (2000) have all argued 

that favorable corporate reputation should reduce any negative effects caused by job insecurity, 

and indeed this study confirms that corporate reputation has a significant moderating effect 

between job insecurity (H4a), burnout (H4b) and intentions to quit (H4c), with a stronger effect 

for higher levels of corporate reputation. Identification with an organization has also been 

positively associated with a loyal workforce (Ashforth & Mael, 1989; van Knippenberg & Sleebos, 

2006), and an alignment of employees to the organizational goals (Corley et al., 2006). However, 

in this study there was insignificant moderation between job insecurity and employee engagement. 

Even with a good organizational reputation amongst immigrant employees, government 

localization policies still result in a less engaged workforce. However, when corporate reputation 

is higher the relationship between job insecurity and burnout is also higher. We theorize that this 

is because in a highly reputable company, the productivity of employees also tends to be high (for 

example see Stuebs and Sun, 2010) and therefore the environment is already highly competitive, 

prior to any impact from localization policies. Those employees who feel insecure with their jobs 

because of policy may then attempt to work even harder and are thereby more likely to burnout. 

Previous research shows that favorable corporate reputation protects the organization in a crisis, 
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or from adverse external circumstances (Coombs & Holloday, 2001; Zyglidopoulos, 2005), 

however, an implication of our findings is that even a strong positive corporate reputation cannot 

make up for a government policy that is directly aimed at immigrant workers when it comes to 

their engagement, although it still may protect employees from burnout, and the organization from 

losing key immigrant workers from resignation. 

 Employee-company identification has an insignificant moderating role between job 

insecurity and employee engagement (H5a) and burnout (H5b), but a significant moderating role 

between job insecurity and intentions to quit (H5c) among immigrant employees. Again, 

developing strong employee identification can protect a corporation from losing key immigrant 

staff prematurely in a period of localization, but does not protect against disengagement, and does 

not reduce burnout. The implications are that although employees may not seek to leave an 

organization when all other jobs are also vulnerable to localization policy, they do experience 

stress that can cause them to become disengaged and so potentially less productive.  

Overall then, corporate reputation and employee identification does not fully protect the 

organization from the negative consequences of workforce localization policies. The presence of 

a powerful new government policy therefore suggests that there are limits to the benefits that 

previous research has attributed to corporate reputation (see Coombs & Holladay, 2001; Dean, 

2004; Jain & Maheswaran, 2000). Such an observation may be transferable to other government 

policy that is capable of ‘overriding’ the careful work corporations do to develop their corporate 

reputation and nurture positive employee identification, especially in the six countries of the 

Arabian Peninsula - Bahrain, Kuwait, Oman, Qatar, the Kingdom of Saudi Arabia, and the United 

Arab Emirates (Hasan, 2014), but also in other countries where government policy is reacting to 

political demands to reduce immigrant workforces. 



27 
 

Although the focus here is immigrant employees as stakeholders, we might also consider 

the implication of such policy change on how an organization communicates with other 

stakeholders. The limitations of corporate reputation in maintaining an engaged workforce 

highlights the need for an effective government lobby, and communication about workforce needs 

with other external stakeholders to mitigate the impact on immigrant employment on the basis of 

the potential loss of productivity and related economic impact.  

Continued workforce localization may be inevitable in Saudi Arabia (and indeed 

elsewhere), but the uncertainty and job insecurity that result has serious implications for 

organizations. Disengagement, burnout and intentions to quit can reduce productivity and harm 

organizational performance during any transition to a local workforce. Although this may be 

accepted as a consequence of the policy by government, to ensure a transition that minimizes 

negative economic effects, corporate lobbying might attempt to influence policy so that it supports 

corporations and their immigrant employees through localization transitions programs, in 

particular supporting employee engagement. Where government policy is a response to a 

electorate, or local population that favors the localization of the workforce, this may also involve 

communicating the value of immigrant labor more generally in society and here again corporate 

reputation may prove valuable.  

By conveying their concern to government that expatriate employees’ knowledge and 

expertise are important for organizational performance and productivity, organization may also 

further develop a favorable corporate reputation in immigrant employees. In light of possible 

economy harm, ideally corporations might ask the government to limit any localization policy in 

order to retain sufficient number of expatriate workers to maintain organizational performance. 

Corporations might also convince the government to clearly communicate labor market policies 
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regarding the localization of labor markets as any uncertainty in labor market policies towards 

localization may be harmful even to the expatriate employees who are not likely to lose their job, 

as they won’t know for sure if their job is secure or not. Once the expatriate employees feel that 

their organization is fulfilling its responsibility to protect their jobs by communicating their 

importance to the government and other external stakeholders, the employees’ perception towards 

corporate reputation and identification with company should increase, which will in-turn reduce 

possible negative employees outcomes at work place.  

At the organizational level there is also a need for specific and directed intervention to 

address this situation by reducing ambiguity and communicating an ongoing commitment to 

important immigrant employees, so ensuring psychological job security such that they work with 

greater peace of mind and so contribute to achieving organizational goals. Managers can increase 

employees identification with the company by paying serious attention to improved internal 

communication with employees (Smidts et al. 2001), providing adequate information to expatriate 

employees about the governmental and organizational policies related to their job security and the 

actions taken by the organization to protect their jobs. Indeed where both reputation and 

identification cannot fully protect immigrant employees, direct support, for example transfers to 

other offices, visa sponsorship, or nationalization support programs are possible options. 

The model developed in this research can be applied to other countries that are undertaking 

localization, and/or anti-immigration policies in the job market where organizations are known to 

be reliant on the labor force that is subject to the insecurity that results, for example in the US, in 

the UK as a result of Brexit, and in Singapore. It would be interesting to also understand how such 

foreign employees in these developed counties perceive job insecurity under such external policies, 
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and if there is any significant change in the work behaviors of respondents with gender, education, 

income level, designation, or personality traits 
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