
The NPM Legacy: The Impacts of Job Insecurity, Innovativeness, 
and Public Employees’ Trust in Their Supervisors 

on Organizational Performance

Yunsoo Lee*

Abstract: New Public Management posed challenges to governments by 
emphasizing the flexibility of workforce, innovation, and the role of supervisors 
in running public sector organizations. However, there is debate over whether 
job insecurity and organizational innovativeness contribute to organizational 
performance in the public sector. Furthermore, despite the growing awareness 
of the importance of supervisors, the issue of public sector employees’ trust 
in their supervisors has received relatively little attention. The purpose of this 
article is to examine the impacts of job insecurity, innovation, and employees’ 
trust in supervisors on organizational performance in order to explain these 
inconsistencies and fill the void in past research. It develops a structural equation 
model, built on two sets of Korean public employee survey data, whose results 
show that job insecurity is negatively related to performance, while employees’ 
trust in supervisors and organizational innovativeness are positively associated 
with performance. In addition, employees’ trust in supervisor is positively related 
to innovativeness. 

Keywords: job insecurity, organizational innovativeness, employees’ trust in 
supervisors, organizational performance, New Public Management

INTRODUCTION

New Public Management (NPM) has been one of the central themes in public 
administration over the past three decades. NPM reforms have aimed to promote 
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efficiency and enhance government’s responsiveness to citizens (Christensen & 
Lægreid, 2011). In order to be effective, responsive, and eventually accountable, 
governments have attempted to weaken job security, encourage organizational 
innovativeness, and highlight the role of managers in leading their team (Yang & 
Kassekert, 2010). Although Hood and Peters (2004) argue that NPM has reached 
middle age, Brinkerhoff and Brinkerhoff claim that it “remains an important frame-
work for thinking about how the machinery of government can serve to achieve 
societal aims” (2014, p. 235). Therefore, understanding how the features of NPM 
personnel practices explain organizational outcomes is helpful.

In the marked contrast to employees in the private sector, public servants tradi-
tionally were guaranteed life-long employment. Historically, the life-long tenure of 
public servants originated from the need for to prevent them from being susceptible 
to political manipulation (Berman, Bowman, West, & Van Wart, 2013). As the 
influence of NPM grew, however, workforce restructuring and downsizing 
increased even in the public sector because through it governments acquired more 
flexibility to adjust their employment needs (Colley, 2012). The problem is that 
such changes did not necessarily make a difference in organizational performance, 
as NPM predicts. The impact of job insecurity on organizational performance, for 
example, is not clear (Wong, Wong, Ngo, & Lui, 2005). Drawing on agency theory, 
policy makers adopted labor market flexibility to motivate employees to perform 
(Artazcoz, Benach, Borrell, & Cortès, 2005). But organizational behavior scholars 
argue that job insecurity leads to poorer organizational performance because it neg-
atively influences employees’ attitudes about their work. Most job insecurity 
research has demonstrated that there are adverse attitudinal, behavioral, and even 
health-related outcomes (Bernhard-Oettel, De Cuyper, Schreurs, & De Witte, 2011; 
Brockner, Grover, Reed, & Dewitt, 1992; Conway & Briner, 2002, Frank & Lewis, 
2004, Hellgren & Sverke, 2003; Kuhnert, Sims, & Lahey, 1989). In light of these 
contrasting views, it is important to further probe the question of how job insecuri-
ty affects organizational performance. 

In recent years, innovation has emerged a major theme in public administration 
under the influence of NPM because it is an integral aspect of the performance par-
adigm (Yang & Kassekert, 2010). Private organizations coping with organizational 
change have always valued innovation, but there has an increasing recognition that 
innovation is also a significant element in the public sector (Hartley, 2005). NPM 
facilitated the implementation of administrative innovation in government, enhanc-
ing its performance (Schneider, 2007). In an environment of budget cuts, govern-
ments encourage innovation because it enables them to produce more with less 
(van Buuren, Eshuis, & Bressers, 2015). NPM favors innovation because it pro-
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motes cost efficiency and better meets high service demands (Windrum, 2008). For 
this reason, Yang and Kassekert (2010) consider innovation to be crucial feature of 
NPM. One good practical example is, according to Bilodeau, Laurin, and Vining 
(2007), Public Service 2000, a reform initiative implemented in Canada. Nonethe-
less, the pursuit of innovation may inhibit public sector performance because the 
predictability and regularity in running organizations that governments strive for 
can be at odds with it (Borins, 2001, 2002). In order to assess the effect of NPM on 
the public sector, research is needed to answer the question of how in light of the 
distinctive traits of public service institutions organizational innovativeness influ-
ences performance.

Furthermore, NPM enables governments to empower supervisors to do more 
than what laws and regulations require (Yang & Kassekert, 2010). Old approaches 
to public administration were based on a Weberian notion of bureaucracy that 
called for imposing standardized regulations on governments regardless of their 
type (Aucoin, 2011). Accordingly, supervisors had little discretion and were asked 
to follow the rules and control their subordinates (Dahl & Lindblom, 1992). There-
fore, employees’ trust in their supervisors was not a salient issue in the public sec-
tor. A number of studies have examined the question of trust in supervisors or 
aspects of it (Cho & Lee, 2012; Kim & Mullins, 2016; Reid, Allen, Riemenschnei-
der, & Armstrong, 2008). However, it has been studied particularly extensively in 
the private sector. To facilitate a greater understanding of the role of supervisors, it 
is paramount to consider how employees’ trust in supervisors affects organizational 
performance in the public sector. The extensive literature on supervisors also has 
not addressed the ways job insecurity affects employees’ trust in supervisors. In 
order to provide an accurate picture of the consequences of NPM-type government 
practices, this matter too must be examined.

To fill the void in the literature, this article examines the impact of job insecuri-
ty on employees’ trust in supervisors and organizational performance, assesses the 
effects of innovativeness on organizational performance, and investigates the influ-
ence of employees’ trust in supervisors on organizational performance. A greater 
understanding of NPM practices can be obtained through the examination of the 
consequences of these factors on organizational performance as a whole.

This article is organized as follows. The following section outlines the theoreti-
cal background and hypotheses. The third section explains the methods and data 
used in this study. The fourth section presents the results of a structural equation 
model derived from an analysis of surveys of Korean employees conducted in 2013 
and 2016 regarding their views on public administration. In the fifth section, the 
theoretical and practical implications of the results for public management are dis-
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cussed. The article ends with a consideration of the limitations posed by the empiri-
cal model.

LITERATURE REVIEW AND HYPOTHESES

Job Insecurity and Employees’ Trust in Their Supervisors

Greenhalgh and Rosenblatt (1984) define job insecurity as “perceived power-
lessness to maintain desired continuity in a threatened job situation” (p. 438). In 
practice, many companies and even governments have sought more flexibility in 
hiring by adopting employment at will principles at the workplace (Berman et al., 
2013). The doctrine of employment at will states that “employers have the right to 
initiate and terminate employment relationships at any time, for any reason or no 
reason at all” (Dunford & Devine, 1998). It is unambiguous how this principle 
might lead to job insecurity in the workplace. The main reason why human 
resources professionals prefer employment at will is that they believe that civil pro-
tections impedes management’s ability to run their organizations effectively and 
that employment-at-will boosts performance (Coggburn et al. 2010). Although 
employment-at-will is not yet standard in the public service sector, some public 
servants are appointed by a mandate with or without a fixed term (Colley, 2012). 
For instance, in the state of Georgia in the United States, one governor maintained 
that public workers should have no protections from dismissal (Kellough, 1998). 
Personnel policies that verge on employment-at-will in the public sector may lead 
public employees to feel that their job security is as tenuous as that of private sec-
tor workers. Increasingly, public servants no longer expect as high a level of job 
security as they used to.

According to psychological contract theory, employees and employers have an 
unwritten psychological contract that specifies that if workers perform for the com-
pany, the company will support them in turn (Rousseau, 1989). The key element of 
this theory lies in the subjective interchange between employer and employee, each 
of whom has contractual status (Cullinane & Dundon, 2006). Breach of psycholog-
ical contract occurs when employees perceive that their organization is failing to 
fulfill promises or obligations (Robinson & Rousseau, 1994). Such a breach often 
leads to mistrust (Raja, Johns, & Ntalianis, 2004; Zhao, Wayne, Glibkowski, & 
Bravo, 2007).

 Although the written contract is supposed to guarantee job security by laying 
out when a worker will retire, in practice, the power of the contract is often doubt-
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ful because firms can implicitly force employees out in various ways. For instance, 
employees can be dispatched to departments that has nothing to do with the job 
they were originally hired to do. In more extreme case, employees are ordered to 
stare blankly at a wall without a desk. A firm is able to maneuver the level of job 
security without technically breaking the law. In cases like these, the psychological 
contract theory explains more than the actual contract does. Considering the fact 
that a firm often promises a rosy future when it recruits employees, it makes sense 
that a failure to fulfill its unwritten assurances would instigate mistrust of employ-
ees toward employers. 

Job security is an important condition that employees want an organization to 
guarantee for their work (Spector, 2008). By contrast, job insecurity is often a trau-
matic experience for those involved (Kim & Choi, 2010). The higher the level of 
job insecurity, the more employees are likely to mistrust the organization they work 
for, and there is a vast amount of evidence supporting the idea of a negative link 
between job insecurity and employees’ trust in organizations (Sverke, Hellgren, & 
Näswall, 2002). Job insecurity inhibits norms of reciprocity that encourage atten-
tion to others’ welfare. The link between job insecurity and trust in organizations 
has received extensive treatment, but the link between job insecurity and trust in 
supervisors has not been covered as fully. 

To be sure, supervisors are not necessarily identical with an organization, espe-
cially when supervisors are not the CEO or owner. Nonetheless, from a perspective 
of subordinates, supervisors represent the opinions of the organization because 
supervisors are often seen as agents of an organizations (Neves, 2011). Supervisors 
are more likely to be aware of organizational circumstances. More important, 
supervisors have more influence on the management of organizations than subordi-
nates do. To an extent, managers are responsible for ensuring that subordinates 
receive essential information pertaining to their company and that they are provid-
ed with a comprehensive plan for their career. Thus, subordinates can expect super-
visors to play a role in managing their occupational status.

In addition, job security undergirds the reciprocity between supervisors and 
supervisees, because subordinates are more likely to feel they are being treated 
well by their superiors if they have job security. Supervisors are expected to diag-
nose what it will take to get subordinates to make in painful changes and assess 
their demands. Moreover, supervisors are expected to provide subordinates with 
resources to ensure that they continue to be motivated. Supervisors need to act to 
allay fears and tackle rumors about layoffs by communicating management’s inten-
tions clearly and forthrightly to their subordinates. Subordinates often feel stressed 
and fearful that management’s pledge of no layoffs might be reversed. If supervi-
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sors fail to provide job security, subordinates are not likely to reciprocate with trust 
toward their supervisors. In this regard, Kinnunen, Mauno, Nätti, and Happonen 
(2000) found that job insecurity weakens the quality of the relationship between 
subordinates and superiors. Drawing on psychological contract theory and empiri-
cal evidence, this article proposes that job insecurity is negatively associated with 
public sector employees’ trust in their supervisors.

Hypothesis 1: Job insecurity is negatively associated with employees’ trust in 
their supervisors.

Job Insecurity and Organizational Performance 

There are two views about the impact of job insecurity on organizational perfor-
mance that are diametrically opposed. One account comes from agency theory, 
which posits that job security creates a moral hazard that can lead employees to 
exert less effort if the level of job insecurity is low (Krautmann & Donley, 2009). 
Punishment on this view has a positive effect on employees’ performance because 
it encourages them to modify their behaviors (Ambrose & Kulik, 1999). If employ-
ees perceive layoff as punishment, they are likely to change their behavior and 
spend more time and effort on their work. If employees conjecture that poorly per-
forming employees are at a greater risk of being laid off, it is rational for them to 
increase their efforts (Staufenbiel & König, 2010). Firms thus typically use a threat 
of dismissal as an incentive to enhance performance by motivating employees to 
work hard so as to avoid being fired (Kwon, 2006).

Organizational behavior scholars, by contrast, contend that job insecurity has 
deleterious effects on organizational performance because it often negatively 
affects employees’ attitude toward their work. For instance, Ashford, Lee, and 
Bobko (1989) reported that higher job insecurity leads to higher turnover intention, 
lower organizational commitment, and lower job satisfaction. Cheng and Chan 
(2008) also found that the body of evidence indicated that the effects of job insecu-
rity are overwhelmingly negative.

All other considerations equal, public servants tend to accept low pay in return 
for job security. If the job insecurity of public employees who are being paid a low 
salary is increased, they will be less motivated to work hard. Since job insecurity 
makes their continued employment less certain, employees may find it difficult to 
concentrate on their jobs. Responding to heightened job insecurity, they may look 
for alternative job opportunities. When employees suffer from high levels of job 
insecurity, they are not likely to invest more in firm-specific skills acquisition or 
spend more of their personal resources on job-related tasks (Fella, 2005). As a 
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result, managers will find it harder to get employees to perform at the desire level 
on firm-specific tasks. For these reasons, job insecurity will not necessary generate 
higher levels of performance, thus suggesting that job insecurity may be negatively 
associated with organizational performance.

Hypothesis 2: Job insecurity is negatively associated with organizational perfor-
mance.

Employees’ Trust in Their Supervisors and Innovativeness

In a bureaucratic institution like a government, the role of the supervisor is 
essential in encouraging organizational innovativeness. A supervisor may utilize his 
or her discretion over administrative innovation (Berry, 1994), and a competent 
supervisor turns visionary ideas into management practices that deliver innovation 
(Li, Bhutto, Nasiri, Shaikh, & Samo 2018). Further, innovation is a cooperative 
activity that requires interaction and collaboration (Grant, 2008), and an unrespon-
sive leader with a parochial mindset chokes off innovation. Managers also need to 
play a role in encouraging recalcitrant team members to embrace innovation 
because sticking to old practices hinders transformation. The development of inno-
vative ideas can be accelerated through human interactions (Grant, 2008). Team 
members will not offer new ideas unless supervisors assume responsibility. There-
fore, trust in their supervisor will promote management innovation, which implies 
that employees’ trust in their supervisors is positively associated with organization-
al innovation.

Hypothesis 3: Employees’ trust in their supervisor is positively associated with 
organizational innovation.

Employees’ Trust in Their Supervisors and Organizational Performance

Employees’ trust in their supervisors enhances job performance. Trust lubricates 
the frictions of social life. Employees’ performance is positively affected by trust in 
their supervisors because supervisors who are perceived as supportive of the work-
force help ramp up job satisfaction among employees (Wu, Huang, Li, & Liu, 
2012; Yang & Kassekert, 2010). A strong supervisor-supervisee relationship is of 
great importance to organizations, because it encourages organizational citizenship 
behavior (Colquitt, Scott, & LePine, 2007; Dirks & Ferrin, 2002; Poon, 2006), 
increases organizational commitment (Yang & Mossholder, 2010), reduces moni-
toring costs, and constructs a cooperative work environment (Li & Tan, 2013). 
Dirks and Ferrin (2002) conducted a meta-analysis of trust in leadership and found 
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that an improvement in trust boosts job performance. 
One question is whether public sector employees’ trust in their supervisors has 

similar effects. Although ever since Sayre (1958) proposed that the public and pri-
vate sectors are alike except in a few crucial aspects, many scholars (e.g., Bozeman 
and Bretschneider, 1994; Boyne, 2002) have attempted to definitively establish the 
similarities and differences between them, no clear answer on this matter has yet 
emerged. With regard to the impact of employees’ trust in their supervisors on 
organizational performance, it is expected that, ceteris paribus, outcomes similar to 
those in the private sector will be found in the public sector as well. To varying 
degrees, a public servant works with a team member, and oftentimes he or she 
coordinates with higher-ranked personnel. Supervisees’ trust in their supervisors 
helps them acquire tacit knowledge, and the possession of such know-how 
improves overall job performance. This is as true for public sector workers as it is 
for private sector workers. Additionally, subordinates who trust their supervisor are 
likely to share task-relevant ideas and information and to make suggestions 
because they believe that their supervisors treat them fairly and recognize their 
input as valuable. Thus this study proposes that employees’ trust in their supervi-
sors is positively associated with organizational performance.

Hypothesis 4. Employees’ trust in their supervisor is positively associated with 
organizational performance.

Organizational Innovativeness and Performance

According to Moore, Sparrow, and Spelman (1997), innovations ought to be 
“new to the organization . . . [and] be large enough, general enough and durable 
enough to appreciably affect the operations or character of the organization” (p. 
276). Business literature mainly concentrates on technological innovation, especial-
ly new commercialization of goods and services to meet customer needs (Grant, 
2008; Hartley, 2005). In the public sector, however, innovation is vague. For the 
purpose of this article, innovativeness refers to an environment that fosters innova-
tion in the public sector. 

Constantly changing environments force governments to tackle new challenges 
in creative ways (Mihm, 2009). It seems clear that organizational innovativeness 
makes a difference in organizational performance because innovativeness provides 
governments with strategies for navigating volatile environments. However, there 
is some dispute over whether an innovative environment affects organizational per-
formance in the public sector. The values of public organizations overseen by 
bureaucratic, highly hierarchical, risk-averse governments can be at odds with the 
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idea of innovation and create structural impediments to it (van Buuren et al. 2015). 
What’s more, the existing bureaucratic rigmarole can stifle innovation and engen-
der side effects. Moreover, the conventional wisdom is that public sector innova-
tion is a virtual oxymoron because it conflicts with other traditional values, such as 
due process (Borins, 2002), for which it is held highly accountable. This suggests 
that an innovative environment in the public sector may harm organizational per-
formance. 

Innovations are adopted by public organizations to improve the services they 
deliver to users and citizens, services whose goal is to enhance quality of life and to 
create a healthy community (Walker, Damanpour, & Devece, 2011). In order to be 
successful, an organization must adapt to changing environmental conditions, and 
innovativeness helps governments to develop more knowledge-based decision 
models and to collect and analyze information based on thoughtful evaluations 
(Subramanian & Nilakanta, 1996). This does not encumber due process. Such 
changes rather help government institutions to remain effective and respond to 
community needs (Paulsen, 2006). As Albury (2005) notes, “Innovation is essential 
to the improvement of public services” (p. 51). It also enhances the government’s 
responsiveness in meeting citizens’ need (Alves, 2013). A good example is this 
how motor vehicle commissions in the United States adopted an online paper appli-
cation system to address to citizens’ relentless complaints about their long waiting 
times. This effort partially satisfied citizens because it shortened the time it took for 
the agency to complete tasks. This transformation was possible because the organi-
zations were open to change. In accord with this sort of empirical evidence, this 
study hypothesizes that organizational innovativeness is positively associated with 
organizational performance.

Hypothesis 5. Organizational innovativeness is positively associated with orga-
nizational performance.
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Figure 1. Research model.

METHODS

Sample

The Korea Institute of Public Administration has been conducting surveys with 
public servants every three years since 1992. The population of the 2013 and 2016 
survey of public employees’ opinions on public administration consisted of central 
and local public servants in South Korea. The 2013 survey relied on a stratified 
proportional sampling of central and local public servants, departments, types of 
occupation, and ranking and employed a questionnaire survey method. It polled 
1,027 employees from 49 central government department and 570 employees from 
16 metropolitan local governments. The final number of respondents was 1,000. 
63.4% of which were male. The distribution of age was as follows: 70 were in their 
20s, 371 were in their 30s, 356 were in their 40s, 202 were in their 50s, and 1 was 
over 60. 

The 2016 survey also used stratified proportional sampling and collected 
responses from 1,180 employees from the central government and 1,309 employees 
from local metropolitan municipalities. The final number of sample was 1,000. The 
data included a wide variety of workers such as administrative, human resources, 
and information technology staff as well as managers. On average, the respondents 
were 41.1 years old (ranging from 22 years old to 60 years old), and 366 partici-
pants were female (36.6%).

Trust in supervisor

Job insecurity Organizational
Performance

Trust in supervisor

H1 H4
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Measures

Organization Performance 

Organizational performance was assessed using Brewer and Selden (2000)’s 
items: “The customer satisfaction toward my organization is very high”; “My orga-
nization has conducted business relations with outside customers very promptly”; 
“The occurrence of goal attainment is very high in my organization”; and “The 
work performed by my work unit provides the public a worthwhile return on their 
tax dollars.” All of the items were measured on a 5-point Likert scale (1=strongly 
disagree; 5= strongly agree). Mean values were used to combine multiple items. 

Job Insecurity

Job insecurity was assessed using one item: “Drawing on your knowledge of the 
level of job security of your counterpart in the private sector, who do you think has 
more job security, the public employee with your job or your private sector coun-
terpart?” A 1 to 5 scale was used, where 1=public employee and 5=private employ-
ee. Thus, 5 indicates that the respondent felt he or she faced a higher level of job 
insecurity.

Standard measures of job insecurity need to capture employees’ perception of 
the threat of dismissal (Shoss, 2017). Job security is one of the most critical fea-
tures that distinguishes the public sector from the private sector. Public employees 
often compare their situation to that of private sector employees. Therefore, their 
feeling about job insecurity is connected to how they rate their job insecurity in 
comparison to private sector workers of the similar rank or talent.

Employees’ Trust in Their Supervisors

Employees’ trust in their supervisors can be measured in various ways. This 
study employs the following items: “My supervisor takes my concerns seriously”; 
“Subordinates trust their supervisors”; and “My supervisor approaches his or her 
job with professionalism and dedication.” Responses were based on a 5-point 
Likert scale coded 1 (very unlikely) to 5 (very likely). The mean of each of these 
dimensions of trust was used to represent a composite measure of trust.
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Organizational Innovativeness 

A four-item measure was utilized to assess organizational innovativeness: “My 
agency responds rapidly to changes in the external environment”; “My agency is 
open to change”; “My agency values innovative workers”; and “My agency appre-
ciates innovative thinking.” Responses were based on a 5-point Likert scale coded 
1 (very unlikely) to 5 (very likely). Thus, a 5 indicates higher levels of organiza-
tional innovativeness.

RESULTS

The 2013 data yields the following results. The mean of job insecurity is 1.86 
with a standard deviation of .725. Employees’ trust in their supervisors is positively 
associated with organizational performance (r=.580, p <.01). Organizational per-
formance is also positively related to innovativeness (r=.587, p <.01). With the 
2016 data, the measure of job insecurity yields a mean response score of 1.96 with 
a standard deviation of .81. The three antecedents are substantially related to orga-
nizational performance, and there is a fairly strong positive correlation between 
employees’ trust in their supervisors and organizational performance (r=.600, p 
<.01). Organizational performance has a positive correlation with innovativeness 
(r=.553, p <.01). Job insecurity is negatively related to organizational performance 
(r=-.162, p <.01). All significant correlations are found in the expected direction. 
The results of correlations look similar to those for 2013. Table 1 presents means, 
correlations, and the reliability coefficient, which is applicable to all study vari-
ables.

Table 1. Means, Standard Deviations, and Correlations, 2013 and 2016

2013 Mean Standard 
Deviation 1 2 3 4

Job Insecurity 1.86 .73 1

Trust in Supervisor 3.34 .75 -.038 (.877)

Organizational 
Innovativeness 3.17 .74 .006 .684** (.834)

Organizational 
Performance 3.51 .62 -097* .580** .587*** (.873)



The NPM Legacy   37

Korean Journal of Policy Studies

2016 Mean Standard 
Deviation 1 2 3 4

Job Insecurity 1.96 .81 1

Trust in Supervisor 3.15 .76 -.100** (.874)

Organizational 
Innovativeness 2.99 .74 -.023 .726** (.839)

Organizational 
Performance 3.38 .63 -.162** .600** .553** (.868)

Notes: *P<05. **<.01. The values of Cronbach alpha are reported in parentheses.

This study uses a structural equation model because it offers a way to establish 
an integrative model that considers both direct and indirect links among variables 
(McLeod, Scheufele, & Moy, 1999). Maximum likelihood estimates of the model 
were obtained using STATA. Before testing hypotheses, the feasibility of the pro-
posed research model was checked. The results show that this model fits the data. 
The 2013 data yielded a root mean square error of approximation (RMSEA) value 
of .073, a comparative fit index (CFI) value of .960 of CFI, and a standardized root 
mean square residual (SRMR) value of .035 of SRMR. The chi-square difference 
test was also significant (chi-square=895.06; degree of freedom= 51). For the 2016 
data, the RMSEA value was .069, the CFI value was .966, and the SRMR value 
was .031. The chi-square difference test was significant (chi-square=1541.44; 
degree of freedom=51). According to Cho and Sai (2012), good RMSEA and 
SRMR values are ones that are lower than their threshold values of 0.07 and 0.05, 
respectively. Also, CFI needs to be higher than its threshold value of 0.90. All show 
a relatively good fit.

Figure 2 presents the standardized coefficient of the structural equation model 
for the 2013 survey data. It is worth pointing out that the relationships between job 
insecurity and employees’ trust in their supervisors is negative but is insignificant. 
Thus this result disconfirms the hypothesis that job insecurity is negatively related 
to trust. Job insecurity is negatively associated with organizational performance 
(β=-.069, p<.01). Trust positively affects organizational innovativeness (β=.732, 
p<.001). The link between trust and organizational performance is positive and sig-
nificant (β=.304, p<.001). Organizational innovativeness is related to organization-
al performance supporting the hypothesis that organizational innovativeness is pos-
itively associated with organizational performance (β=.349, p<.001). Although the 
relationship between job insecurity and employees’ trust in their supervisors is sta-
tistically insignificant, the association was in the expected direction. The tested 
structural model is visually presented in figure 2.
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Figure 2. Structural equation modeling results using the 2013 survey data.

Notes: *p < .05; **p < .01; ***p < .001; The coefficients are standardized. 

Figure 3 displays standardized path estimates derived from analysis of the 2016 
survey data, which bears out the prediction that job insecurity is negatively associ-
ated with employees’ trust in their supervisors (β=-.084, p<.01). It should be noted 
that this result is different from that for the 2013 data. The data taken together 
therefore provides partial support for the first hypothesis.

Analysis of the 2016 data also bears out the hypothesis that job insecurity is 
inversely related to organizational performance (β=-.080, p<.01). Employees’ trust 
in their supervisors is strongly associated with organizational innovativeness 
(β=.860, p<.001). The hypothesis that employees’ trust in their supervisors is posi-
tively associated with organizational performance is likewise borne out (β=.374, 
p<.001). The path estimates between organizational innovativeness and perfor-
mance is significant and positive (β=.200, p<.001), which also supports the 
hypothesis that organizational innovativeness is positively associated with organi-
zational performance. These results derived from the analysis of the 2016 data are 
consistent with the outcomes from the analysis of the 2013 data.
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Figure 3. Structural equation modeling results using the 2016 survey data.

Notes: *p < .05; **p < .01; ***p < .001; The coefficients are standardized. 

DISCUSSION

Because the public sector is different from the private sector in many respects, it 
is not clear that its adoption of market mechanism as dictated by NPM can be 
effective. As Rocha, Crowell, and McCarter (2006) have suggested, studies of the 
impact of job security in a variety of sectors is needed because employees react dif-
ferently to job security depending on the sector they work in. Although a growing 
body of research has explored issues relating to job security, innovativeness, and 
the role of supervisors, less is known know about the effects of these as a whole. 
The purpose of the present study is to investigate the relationship of job security, 
employees’ trust in their supervisors, innovativeness, and organizational perfor-
mance. The parsimonious framework of this study lays out a more explicit set of 
mechanisms of key features of NPM reforms.

Agency theory and organizational behavioral scholars have offered conflicting 
accounts of the impact of job insecurity on performance. Agency theory explains 
organizational phenomena when the principal cannot verify whether the agent has 
behaved appropriately (Eisenhart, 1989). This theory can be applied to the context 
of workplace in the public sector: the government (the principal) can use a threat of 
dismissal to make public servants (the agent) behave appropriately and induce 
them to work harder. Eventually, according to agency theory, overall organizational 

Organizational
Innovativeness

Trust in supervisor

Job insecurity Organizational
Performance

-.084 .374***

.200***

.860***

-.080***
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performance will be improved by job insecurity. Most organization researchers, 
however, refute this idea by showing that job insecurity whittles down organiza-
tional performance. This study attempts to resolve this dispute by providing evi-
dence that job insecurity has detrimental effects on organizational performance. 
Analysis of the 2013 and 2016 surveys of Korean public servants shows that job 
insecurity is negatively associated with organizational performance. These results 
support the argument of organizational behaviorists that job insecurity saps motiva-
tion and undermines organizational performance.

Investigations of the relationship between innovativeness and performance in 
the public sector have likewise generated contradictory results. Innovation reduces 
performance as operational glitches take place when new ways of working are 
introduced (Hartley, 2005). Nonetheless, this study provides evidence that innova-
tiveness leads to better performance even in the public sector. The extent of the 
effectiveness of innovation depends on how able the organization is to cope with 
changes. Government organizations have been deemed inappropriate institutions 
for innovation because their function is typically regarded as maintaining status 
quo and guaranteeing due process. However, the results of this study imply that 
welcoming new ideas and applying those in practice can enable governments to 
address citizens’ changing demands and thus improve their performance.

While public administration researchers recognize that supervisors play a cru-
cial role in organizations, they show disproportionately little interest in the relation-
ships between job insecurity and employees’ trust in their supervisors. This study 
extends what is known about employees’ trust in their supervisors and its link to 
job insecurity. Even if personal job insecurity is largely determined by individual 
job competence, subordinates tend to rely on the advice and directions of supervi-
sors to a varying degree. The evidence presented in this study partially shows that 
higher levels of job insecurity diminishes subordinates’ trust in their supervisors, 
because subordinates who feel they are at high risk of losing their jobs often 
believe their supervisors did not provide enough support or protect them well 
enough.

For practitioners of public personnel management, three key implications can be 
drawn from the results for this study. The most salient finding of this study is the 
importance of job insecurity. Since job insecurity diminishes organizational perfor-
mance, policies that weaken job security should be reconsidered. A flexible con-
tract workforce has been considered an effective human resources strategy for 
boosting performance. From the organizational point of view, restructuring and lay-
offs have helped improve many firms’ competitiveness by providing them with the 
functional and numerical flexibility necessary to adapt to a changing environment 
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(Sverke & Hellgren, 2002). In the private sector business world, performance can 
be gauged by looking at an individual worker’s accomplishments, such as their 
sales of cars or insurance policies. This is because a profit provides a clear stan-
dard, numerical measure. Therefore, private employees are prone to think that job 
insecurity stems from their own incompetence. In the public sector, however, it is 
more difficult to assess performance. If employees face heightened job insecurity 
without knowing what the criteria are being used to judge their performance, they 
are likely to not work as hard. Such a reaction to job insecurity could pose a serious 
problem for public organizations. To make matters worse, employees who experi-
ence high levels of job insecurity do not trust their supervisors as much. 

Another insight that emerges from the empirical results of this study is that pub-
lic practitioners need to pay attention to innovativeness. Many government organi-
zations find themselves under intense pressure to deliver social services at a lower 
cost. Hence, government should promote innovation, using new ideas to address 
the most urgent priorities. To be sure, public administration must establish continu-
ity internally and externally. Moreover, governments need to be prepared to con-
front the risks associated with innovations (van Buuren et al. 2015). This research 
shows that organizational innovation is critical because it has a salutary effect on 
organizational performance, enabling government bureaucracies to find a balance 
between making rapid changes and preserving continuity as they seek to satisfy the 
changing demands of citizens, the result of which is better performance. Many 
bemoan the lack of incentives for innovation in the public sector, and public 
employees use the failure of previous attempts at innovation as an excuse to main-
tain the status quo (Borins, 2001). To get the most benefit from innovativeness, 
governments should create a supportive workplace environment that provides 
incentives to develop new approaches. Also, managers should establish conditions 
conducive to rapid adaptation.

The final important outcome of the present study lies in its implications regard-
ing the role of supervisors in the public sector workplace. This study provides evi-
dence that as supervisors garner greater trust, performance is enhanced. Hence, 
supervisors should realize that their relationship with subordinates can have a 
transformational effect on organizational performance. Creating an atmosphere in 
which employees trust their managers minimizes social uncertainties and interper-
sonal risks (Li & Tan, 2013). Therefore, organizations should offer education pro-
grams for cultivating the relationship between supervisors and subordinates.

Several limitations attend the findings of this study. First, this study introduces a 
cultural perspective to the job insecurity literature by assessing the impact of job 
insecurity in the Korean context. Korea is the good place to examine the repercus-
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sions of NPM because its principles have been widely adopted there (Boo, 2010). 
However, the sample is regional in nature and represents only Korean public ser-
vants. Thus, the serious question is whether this result is applicable to other states. 
Future research should take other countries’ contexts into account for fully explain 
the impacts of job insecurity. 

Second, the current analysis is not free from common method bias, because 
individual-level factors and dependent variables come from the same data source. 
This may inflate the magnitude of relationships between variables (Podsakoff, 
MacKenzie, Lee, & Podsakoff, 2003). Therefore, it would be helpful to take 
account of contextual factors such as the characteristics of public organizations. 
For instance, a multilevel analysis that accounts for influences at both the organiza-
tional level as well as individual level could identify the antecedents of organiza-
tional performance without having to worry as much about common method bias. 
Hence, future studies ought to examine the effects of NPM by using a multilevel 
analysis. 

A third limitation concerns the measure of job insecurity. A single-item measure 
was used for job insecurity. The appraisal of job insecurity is largely subjective and 
highly contextual (Bartley & Ferrie, 2001). Due to the availability of data, this 
study was only able to use the single measure of job insecurity, one that does not 
capture cases in which the employee continued to be employed. Therefore, where 
possible, future studies should employ the measures that feature a variety of char-
acteristics of job insecurity. 

A final limitation is that the survey data used in this study were collected at one 
point in time. The cross-sectional nature of the data in a structural equation makes 
it difficult to infer strong causal relationships. There may be a plausible reverse 
causality between trust and job insecurity. For instance, Arnold and Staffelbach 
(2012) argue that trust in one’s employer reduces job insecurity. Longitudinal 
research should be conducted to gauge levels of trust before, during, and after a 
change in job security. Alternatively, an experimental or quasi-experimental 
research design might establish casual connections. 

CONCLUSION

This study used a perception measure to gauge organizational performance. 
Although the information reported by public employees could accurately reflect 
organizational performance, perceptual measures of performance are often seen as 
less useful than objective measures because the observed results are subject to attri-
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bution bias (Perry-Smith & Blum, 2000; Wall et al. 2004). The measure of organi-
zational performance used in this study thus has limitations.

By the same token, despite these limitations, perceived organizational perfor-
mance is often used as a measure in the public sector because objective measures 
cannot capture all features of the overall performance, and subjective measures 
tend to cover more aspects of performance, thereby providing a more comprehen-
sive picture of performance (Andrews, Boyne, & Walker, 2006). Moreover, 
research has suggested that there is a high degree of correlation between objective 
and perceptual measures of performance (Dess & Robinson, 1984; Dollinger & 
Golden, 1992). Finally, when financial measures are unavailable, perceived organi-
zational performance is helpful (Andrews et al., 2006). In the private sector, organi-
zational performance is easily measured by objective and monetary index such as 
return on investment, market share, and growth rates of sales. Regardless of what a 
company sells, its performance can be computed numerically. By contrast, govern-
ment performance cannot be easily calculated in numbers. For these reasons, this 
paper uses a perception measure of organizational performance. Nonetheless, 
because perceptual measures are subjective and open to potential biases, this may 
raise concerns over the accuracy of the results reported in this study, and so incor-
porating an objective indicator of organizational performance would help head off 
such problems. 
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