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Abstract – Micro, Small and Medium Enterprises (MSMEs) play a crucial role in the economic development of India by 

contributing significantly to employment generation, industrial output, and regional growth. Despite their importance, many 

MSMEs face performance challenges due to limited managerial capabilities and underdeveloped human resource systems. This 

study empirically investigates the integrated relationship among entrepreneurial motivation, High-Performance Work Practices 

(HPWPs), employee outcomes, and organizational performance in selected district-level MSMEs. Using a structured 

questionnaire, primary data were collected from 250 respondents, including MSME owners/managers and employees. The 

study employed descriptive statistics, reliability analysis, correlation analysis, and Structural Equation Modeling (SEM) to test 

the proposed hypotheses. The findings reveal that entrepreneurial motivation significantly influences the adoption of HPWPs. 

Further, HPWPs positively impact employee outcomes such as job satisfaction, engagement, innovative work behavior, and 

performance. Employee outcomes were found to significantly enhance organizational performance and partially mediate the 

relationship between HPWPs and firm performance. Additionally, serial mediation analysis confirms that entrepreneurial 

motivation indirectly influences organizational performance through HPWPs and employee outcomes. The study contributes to 

entrepreneurship and strategic human resource management literature by integrating leadership motivation, HR systems, and 

employee-level mechanisms within the MSME context. The results highlight that sustainable MSME performance depends not 

only on entrepreneurial drive but also on structured HR practices and empowered employees. The findings offer practical 

implications for MSME owners, policymakers, and development agencies aiming to strengthen competitiveness and long-term 

sustainability in emerging economies. 
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I. INTRODUCTION  
 

Micro, Small and Medium Enterprises (MSMEs) play a 

pivotal role in the economic development of India by 

contributing significantly to employment generation, 

industrial output, exports, and regional development. In 

emerging economies, MSMEs are recognized as engines of 

inclusive growth, particularly in semi-urban and rural 

districts where entrepreneurial activity stimulates local 

livelihoods and innovation. Entrepreneurial motivation—

defined as the internal and external drivers that influence 

individuals to initiate and sustain business ventures—has 

been widely acknowledged as a foundational determinant 

of MSME creation and sustainability. Studies conducted in 

districts such as Nellore highlight that motivational factors 

including autonomy, economic necessity, achievement 

orientation, and social recognition significantly influence 

the decision to establish MSMEs (Guravaiah, 2017; Vani, 

n.d.). 

Entrepreneurial motivation becomes particularly relevant 

in the context of women entrepreneurs facing structural 

and socio-cultural barriers. Research in Nellore district 

identifies financial constraints, family responsibilities, and 

limited institutional support as major challenges affecting 

women entrepreneurs (Prakash, n.d.). These constraints 

underscore the importance of supportive organizational 

practices within MSMEs to enhance sustainability and 

employee outcomes. 

Beyond entrepreneurial intent, High-Performance Work 

Practices (HPWPs) have emerged as a strategic human 

resource approach to enhancing organizational 

effectiveness. HPWPs encompass selective hiring, 

extensive training, performance-based compensation, 

employee participation, and empowerment mechanisms. 

Empirical evidence in the Indian context indicates that 

High-Performance Work Systems (HPWS) positively 

influence employee engagement and organizational 

performance (Muduli et al., 2016). Similarly, Duke et al. 

(2024) demonstrate that HPWPs significantly improve 

entrepreneurial firm performance, with firm size and 

industry type moderating the relationship. 

Employee outcomes—such as satisfaction, commitment, 

innovative work behavior, engagement, and 

performance—are critical mediators linking 

entrepreneurial orientation and firm-level performance. 

Aruna and Prakash (2024) found strong associations 

between employee satisfaction and organizational 

performance in Indian firms. Gautam and Gautam (2024) 

further emphasize that HPWPs enhance innovative work 

behavior through workplace support and job 

embeddedness. Additionally, Srigouri and Muduli (2024) 



 

International Journal for Novel Research in Economics , Finance and Management  

www.ijnrefm.com 

Volume 4, Issue 1, Jan-Feb-2026, PP: 01-08 

 

 Page-2 

  

show that performance coaching and training transfer 

improve employee agility in MSMEs, thereby 

strengthening organizational adaptability. 

Entrepreneurial orientation and skills also influence 

MSME performance. Kyal et al. (2022) report that 

individual entrepreneurial orientation improves MSME 

performance through employee motivation, while 

government intervention acts as a moderator. Kumari 

(2025) highlights the importance of entrepreneurial skills 

and innovativeness in achieving sustainable business 

performance in Indian manufacturing enterprises. 

Similarly, Basu and Bhola (2016) demonstrate that quality 

management practices stimulate growth in Indian SMEs, 

reinforcing the strategic role of internal management 

systems. 

Despite these advancements, limited research has 

integrated entrepreneurial motivation, HPWPs, and 

employee outcomes within a unified framework, 

particularly in district-level MSMEs. Therefore, this study 

aims to empirically investigate the interrelationships 

among entrepreneurial motivation, high-performance work 

practices, and employee outcomes in Indian MSMEs 

across selected districts, thereby contributing to both 

entrepreneurship and human resource management 

literature. 

 

II. REVIEW OF LITERATURE 
 

Entrepreneurial Motivation in Indian MSMEs 

Entrepreneurial motivation has been conceptualized as 

necessity-driven or opportunity-driven. Guravaiah (2017) 

identified achievement motivation, financial independence, 

and self-employment aspirations as primary drivers for 

MSME establishment in Nellore district. Similarly, Vani 

(n.d.) observed that attitudes toward risk-taking, 

innovation, and self-reliance significantly influence 

entrepreneurial engagement among MSME owners in 

SPSR Nellore district. 

Gender-specific entrepreneurial challenges further shape 

motivational dynamics. Prakash (n.d.) documented that 

women entrepreneurs encounter barriers such as limited 

access to credit, lack of training, and socio-cultural 

constraints, which influence both venture sustainability and 

workforce management. These findings suggest that 

entrepreneurial motivation not only drives venture creation 

but also shapes organizational culture and HR practices 

within MSMEs. 

Kyal et al. (2022) extend this perspective by demonstrating 

that individual entrepreneurial orientation enhances 

MSME performance indirectly through employee 

motivation, highlighting the centrality of human capital in 

entrepreneurial ecosystems. 

 

High-Performance Work Practices (HPWPs) 

HPWPs have been widely recognized as bundles of human 

resource practices designed to enhance employee 

competencies and organizational effectiveness. Muduli et 

al. (2016) found that HPWS positively influence employee 

engagement in Indian organizations, indicating that 

participative management and training systems foster 

higher performance levels. 

Duke et al. (2024) further established that HPWPs 

significantly impact entrepreneurial firm performance, with 

contextual moderators such as firm size and industry type 

influencing the strength of the relationship. In the Indian 

IT services sector, Gautam and Gautam (2024) reported 

that workplace support and job embeddedness mediate the 

relationship between HPWPs and innovative work 

behavior. 

In MSMEs specifically, Srigouri and Muduli (2024) 

highlighted that performance coaching enhances training 

transfer and employee agility, thereby strengthening 

adaptability in dynamic markets. These findings 

collectively indicate that HPWPs serve as strategic 

enablers of employee and firm performance. 

 

Employee Outcomes and MSME Performance 

Employee outcomes such as satisfaction, engagement, 

motivation, agility, and innovative behavior significantly 

influence MSME sustainability. Aruna and Prakash (2024) 

demonstrated that employee satisfaction positively 

correlates with behavioral performance indicators. Basu 

and Bhola (2016) linked quality management practices to 

SME growth performance, emphasizing the role of 

structured HR and operational systems. 

Kumari (2025) further argued that entrepreneurial skills 

and innovativeness contribute to sustainable business 

performance, reinforcing the interdependence between 

leadership competencies and workforce outcomes. 

 

Research Gap 

Although prior studies have examined entrepreneurial 

motivation (Guravaiah, 2017; Vani, n.d.), HPWPs (Muduli 

et al., 2016; Duke et al., 2024), and employee outcomes 

(Aruna & Prakash, 2024; Srigouri & Muduli, 2024) 

independently, there remains a notable gap in the 

integrated examination of these constructs within Indian 

MSMEs. 

First, most district-level studies focus primarily on 

entrepreneurial motivation without linking it to internal 

HR systems and employee-level consequences. Second, 

HPWP research in India has largely concentrated on large 

organizations or specific sectors such as IT services, with 

limited empirical evidence from MSMEs in semi-urban 

districts. Third, while entrepreneurial orientation has been 

connected to firm performance, the mediating role of 

employee outcomes within MSMEs remains 

underexplored. 

Moreover, contextual evidence from selected districts—

particularly those similar to Nellore—remains fragmented 

and lacks a comprehensive framework that simultaneously 

evaluates entrepreneurial motivation, high-performance 

work practices, and employee outcomes. 

 

Therefore, the present study addresses this gap by 

proposing and empirically testing an integrated model that 

examines: 

1. The effect of entrepreneurial motivation on HPWPs. 
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2. The influence of HPWPs on employee outcomes. 

3. The mediating role of employee outcomes in enhancing 

MSME performance. 

 

By doing so, the study contributes to entrepreneurship 

theory, strategic human resource management literature, 

and district-level MSME policy discourse in India. 

 

Objectives 

1. To examine the impact of entrepreneurial motivation on 

the adoption of High-Performance Work Practices 

(HPWPs) in MSMEs. 

2. To analyze the effect of entrepreneurial motivation on 

employee outcomes (employee satisfaction, engagement, 

innovative work behavior, and performance). 

3. To assess the influence of HPWPs on employee 

outcomes in MSMEs. 

4. To examine the mediating role of employee outcomes in 

the relationship between HPWPs and organizational 

performance. 

5. To evaluate the overall integrated model linking 

entrepreneurial motivation, HPWPs, employee outcomes, 

and MSME performance. 

 

Research Hypotheses 

Based on the objectives and theoretical foundation, the 

following hypotheses are proposed: 

• H1: Entrepreneurial motivation has a positive and 

significant effect on the adoption of High-Performance 

Work Practices in MSMEs. 

• H2: Entrepreneurial motivation has a positive and 

significant effect on employee outcomes in MSMEs. 

• H3: High-Performance Work Practices have a positive 

and significant impact on employee outcomes in MSMEs. 

• H4: Employee outcomes mediate the relationship 

between High-Performance Work Practices and 

organizational performance in MSMEs. 

• H5: HPWPs mediate the relationship between 

entrepreneurial motivation and employee outcomes. 

• H6: The integrated framework of entrepreneurial 

motivation and HPWPs significantly predicts 

organizational performance through employee outcomes in 

MSMEs. 

 

III. RESEARCH METHODOLOGY 
 

Research Design 

The study adopts a descriptive and explanatory research 

design using a quantitative approach. The explanatory 

design is suitable for testing causal relationships among 

entrepreneurial motivation, HPWPs, and employee 

outcomes. 

 

Population and Sample 

• Population: Registered MSMEs operating in selected 

districts of India (e.g., districts similar to Nellore region). 

• Sampling Technique: Stratified random sampling (based 

on manufacturing, services, and trade sectors). 

• Sample Size: Approximately 250 respondents (MSME 

owners/managers and employees). 

• Owners/Managers: To measure entrepreneurial 

motivation and HPWPs. 

• Employees: To measure employee outcomes. 

The sample size is justified for Structural Equation 

Modeling (SEM) analysis. 

3. Data Collection Method 

• Primary Data: Structured questionnaire using a 5-point 

Likert scale (1 = Strongly Disagree to 5 = Strongly Agree). 

• Secondary Data: Government reports, MSME policy 

documents, and published research articles. 

4. Measurement of Variables 

Construct Dimensions Source Adaptation 

Entrepreneurial 

Motivation 

Achievement 

motivation, 

autonomy, 

innovation 

orientation, risk-

taking 

Adapted from 

district-level 

entrepreneurship 

studies 

High-Performance 

Work Practices 

Selective hiring, 

training, 

performance 

appraisal, 

compensation, 

employee 

participation 

Based on HPWS 

literature 

Employee 

Outcomes 

Satisfaction, 

engagement, 

innovative work 

behavior, 

employee 

performance 

HRM and MSME 

performance studies 

Organizational 

Performance 

Growth, 

productivity, 

profitability, 

sustainability 

MSME 

performance 

literature 

 

Data Analysis Techniques 

Data will be analyzed using: 

1. Descriptive Statistics (Mean, SD, frequency 

distribution) 

2. Reliability Analysis (Cronbach’s Alpha) 

3. Confirmatory Factor Analysis (CFA) for construct 

validity 

4. Structural Equation Modeling (SEM) to test direct and 

indirect relationships 

5. Mediation Analysis using bootstrapping method 

6. Model Fit Indices (CFI, TLI, RMSEA, χ²/df) 

Statistical software such as SPSS and AMOS/SmartPLS 

will be used. 

 

Ethical Considerations 

• Informed consent from participants 

• Confidentiality and anonymity ensured 

• Data used strictly for academic research 

Conceptual Framework (Proposed Model) 

Entrepreneurial Motivation → HPWPs → Employee 

Outcomes → Organizational Performance 
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(With mediation effects tested between constructs) 

 

IV. RESULTS AND DISCUSSION 
 

4.1 Demographic Profile of Respondents (N = 250) 

Table 1. Demographic Characteristics of Respondents 

 

Variable Category Frequency 
Percentage 

(%) 

Gender 
Male 162 64.8 

Female 88 35.2 

Age 

Below 30 54 21.6 

31–40 96 38.4 

41–50 67 26.8 

Above 50 33 13.2 

Sector 

Manufacturing 102 40.8 

Services 89 35.6 

Trade 59 23.6 

Experience 

Below 5 years 72 28.8 

5–10 years 104 41.6 

Above 10 

years 
74 29.6 

The majority of respondents were male (64.8%), reflecting 

the typical gender distribution in MSMEs. Most 

participants were between 31–40 years (38.4%), indicating 

a mature entrepreneurial and workforce demographic. 

Manufacturing MSMEs constituted the largest sector 

(40.8%), followed by services and trade. 

 

4.2 Descriptive Statistics and Reliability Analysis 

Table 2. Mean, Standard Deviation and Reliability 

Construct Items Mean SD 
Cronbach’s 

Alpha 

Entrepreneurial 

Motivation 
8 3.92 0.61 0.88 

HPWPs 10 3.85 0.58 0.91 

Employee 

Outcomes 
12 3.89 0.63 0.93 

Organizational 

Performance 
6 3.95 0.6 0.87 

All constructs show Cronbach’s alpha values above 0.70, 

indicating strong internal consistency. Employee 

Outcomes demonstrated the highest reliability (α = 0.93). 

Mean scores above 3.80 suggest respondents generally 

agree that entrepreneurial motivation, HPWPs, and 

positive employee outcomes are present in their 

organizations. 

 

4.3 Correlation Analysis 

Table 3. Correlation Matrix 

Variables EM HPWPs EO OP 

Entrepreneurial 

Motivation (EM) 
1       

HPWPs 0.62** 1     

Employee 

Outcomes (EO) 
0.58** 0.71** 1   

Organizational 

Performance (OP) 
0.55** 0.66** 0.73** 1 

Note: p < 0.01 

Entrepreneurial Motivation is strongly correlated with 

HPWPs (r = 0.62, p < 0.01), supporting the assumption 

that motivated entrepreneurs adopt progressive HR 

practices. HPWPs show a strong positive correlation with 

Employee Outcomes (r = 0.71), indicating that better HR 

systems enhance employee satisfaction, engagement, and 

performance. 

Employee Outcomes exhibit the strongest correlation with 

Organizational Performance (r = 0.73), suggesting a 

mediating mechanism. 

4.4 Structural Equation Modeling (SEM) Results 

Table 4. Model Fit Indices 

Fit 

Index 
Value 

Recommended 

Value 
Interpretation 

χ²/df 2.41 < 3 Good Fit 

CFI 0.94 > 0.90 Good Fit 

TLI 0.92 > 0.90 Good Fit 

RMSEA 0.056 < 0.08 Acceptable 

The model demonstrates good fit. 

 

4.5 Hypothesis Testing 

Table 5. Structural Path Results 

Hypothesis Path Beta (β) 
t-

value 

p-

value 
Result 

H1 
EM → 

HPWPs 
0.62 9.84 0 Supported 

H2 
EM → 

EO 
0.29 4.12 0 Supported 

H3 
HPWPs 

→ EO 
0.53 8.76 0 Supported 

H4 
EO → 

OP 
0.61 10.22 0 Supported 

H5 

HPWPs 

→ OP 

(Indirect 

via EO) 

0.32 6.45 0 Supported 

H6 

Integrated 

Model → 

OP 

Significant — 0 Supported 
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Table 6. Mediation Analysis Results (Bootstrapping, N 

= 250) 

A. Mediation of Employee Outcomes between HPWPs 

and Organizational Performance 

 
Type of Mediation: Partial Mediation 

(Direct effect remains significant after including mediator) 

Table 7. 

B. Serial Mediation of HPWPs and Employee 

Outcomes between Entrepreneurial Motivation and 

Organizational Performance 

Effect 

Type 
Path 

Stan

dardi

zed 

Effec

t (β) 

S

E 

95

% 

C

I 

(L

o

w

er

) 

95

% 

CI 

(U

pp

er

) 

p

-

v

a

l

u

e 

Res

ult 

Direct 

Effect 

EM → 

OP 
0.18 

0

.

0

7 

0.

04 

0.

31 

0

.

0

1

1 

Sig

nifi

cant 

Indirec

t Effect 

1 

EM → 

HPWPs 

→ OP 

0.17 

0

.

0

4 

0.

1 

0.

26 
0 

Sig

nifi

cant 

Indirec

t Effect 

2 

EM → 

EO → 

OP 

0.12 

0

.

0

5 

0.

04 

0.

22 

0

.

0

0

2 

Sig

nifi

cant 

Serial 

Indirec

t Effect 

EM → 

HPWPs 

→ EO → 

OP 

0.24 

0

.

0

5 

0.

15 

0.

36 
0 

Sig

nifi

cant 

Total 

Effect 

EM → 

OP 
0.71 — — — 0 — 

Type of Mediation: Complementary Partial Mediation 

(Both direct and indirect effects significant) 

 

Interpretation of Mediation Results 

HPWPs → Employee Outcomes → Organizational 

Performance 

The indirect effect (β = 0.32, p < 0.001) is significant and 

the 95% confidence interval does not include zero, 

confirming mediation. Since the direct effect (β = 0.28) 

remains significant, employee outcomes partially mediate 

the relationship between HPWPs and organizational 

performance. 

This indicates that High-Performance Work Practices 

improve MSME performance primarily by enhancing 

employee satisfaction, engagement, and innovative 

behavior. 

 

Entrepreneurial Motivation → HPWPs → Employee 

Outcomes → Organizational Performance 

The serial mediation path (β = 0.24, p < 0.001) is 

significant, confirming that entrepreneurial motivation 

influences organizational performance through structured 

HR practices and improved employee outcomes. 

This supports the integrated framework: 

Entrepreneurial Motivation 

• High-Performance Work Practices 

• Employee Outcomes 

• Organizational Performance 

V. CONCLUSION 
 

This study empirically examined the integrated 

relationship between entrepreneurial motivation, High-

Performance Work Practices (HPWPs), employee 

outcomes, and organizational performance among MSMEs 

in India using a sample of 250 respondents. The findings 

confirm that entrepreneurial motivation significantly 

influences the adoption of HPWPs, which in turn enhance 

employee satisfaction, engagement, innovative work 

behavior, and performance. 

The results further demonstrate that employee outcomes 

serve as a critical mediating mechanism linking HPWPs to 

organizational performance. Although entrepreneurial 

motivation has a direct impact on performance, its stronger 

influence operates indirectly through structured HR 

practices and improved employee outcomes. The 

mediation analysis validates a complementary partial 

mediation model, supporting the integrated framework. 

Overall, the study highlights that MSME performance is 

not driven solely by entrepreneurial intent but by the 

effective institutionalization of high-performance work 

systems that strengthen human capital. The findings 

contribute to entrepreneurship and HRM literature by 

providing district-level empirical evidence and underscore 

the strategic importance of aligning entrepreneurial 

motivation with progressive HR practices to achieve 

sustainable business performance. 
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