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Abstract

Purpose – This research would like to address the issues associated with individual entrepreneurial
orientation, which involves entrepreneurial leadership and entrepreneurial ability as the key determinants of
MSME growth. It will also explore both mediating and moderating roles of employee motivation and
government intervention, respectively during the pandemic situation.
Design/methodology/approach – A purposive sampling technique was applied during pilot study and
during the final data collection phases. Exploratory Factor Analysis (EFA) was conducted using varimax
rotation to reduce a large number of variables into a smaller set of interpretable underlying factors. Further
CFA and SEM are respectively applied to examine the psychometric properties of the scales and test the
hypotheses of the research model.
Findings – The study’s findings revealed a favourable association between entrepreneurial orientation,
business financing, management, market practices, and MSME growth performance. The results support the
notion that government policy plays a significant role as a full moderator.
Practical implications – Although the MSME sector receives government support, its implementation
requires a skilled leader who can run the business profitability. The findings support this objective.
Originality/value – This paper seeks to give important insights into one of the understudied but quickly
expanding MSME entrepreneurship, and how this environment influences individual entrepreneurial
orientation and the formation of entrepreneurial leadership. This opens up a previously unexplored area for
fresh insights and future study on enhancing entrepreneurship development research and practice for the
MSME sector.
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Paper type Research paper

1. Introduction
In India, Micro, Small and Medium-sized Enterprises (MSMEs) play an essential role in
expanding their market through new business developments. MSMEs extend their domain
through economic sectors to produce various goods and services to respond to domestic and
global demands. The available data shows that the MSME sector contributed nearly 30% of
India’s Gross Domestic Product (GDP) from 2018–19 (Annual Report, 2020–21, Department
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of MSME, Government of India). It is also the backbone of India’s economy in terms of
employment generation, reduction of regional economic imbalances and achieving
sustainable growth in rural and backward regions of the country. The sector generated
around 11.01 crores jobs during the year 2015–16, and most of these jobs were created in
micro-enterprises only (Annual Report, 2020–21, Department of MSME, Government
of India).

However, the Indian MSMEs also have some restrictions, despite their fast growth and
good outlook. The sector often lacks managerial capabilities and technical skills to run a
business more efficiently. Even there is government intervention, not all the MSME units can
perform as per the expectation. Recent nationwide lockdown due to COVID 19 further
worsens the situation (Sahoo and Ashwani, 2020). Most of them do not have adequate
direction and expertise to handle the sudden changes in a business situation (Subramaniam
and Shankar, 2020). This has severe implications for running and managing organisations
(Subramaniam and Shankar, 2020), especially small ones. So, the MSME sectors look for
people who display specific entrepreneurial orientation with leadership behaviour. The
existing literature on entrepreneurship termed this entrepreneurial orientation a combination
of entrepreneurial leadership and entrepreneurial ability (Leitch et al., 2013).

Subsequent separate research in the fields of entrepreneurship and leadership revealed
that the performance of small firms depends on the entrepreneurial behaviour of the different
stakeholders, including the employees. This is termed as Entrepreneurial Orientation (EO)
(Covin et al., 2006). EO is centered on convincing people to comprehend and agree on what
needs to be done and the facilitation of individual and community efforts to attain goals via
leadership and skill to perform (Leitch and Volery, 2017). It was found that EO has an impact
on learning, retention and satisfaction with the business (Sapienza et al., 2005). The principles
of EOwere defined at the organisational level as organisational activities such as innovation,
risk-taking inclinations, competitive aggressiveness and autonomy. Recently, EO principles
have been commonly used at the business level with little consideration for the individual
entrepreneurial orientation (IEO) (Goktan and Gupta, 2015). According to some researchers,
EO has three dimensions: innovativeness, proactiveness, and risk-taking (Wiklund and
Shepherd, 2005). Others have seen the same notion as having five dimensions: autonomy,
innovation, risk-taking, proactiveness, and competitive aggressiveness. Some researchers
use a different set of five dimensions: achievement, personal control, innovation, self-esteem,
and opportunism (Shanthakumar, 1992), and one researcher even added two more
dimensions to the previous model: risk-taking and independence (Josien, 2012).

As the present business climate evolves to a more community-based, local market, this
increases the number of individual start-ups and small-enterprise operations. With this
development comes the necessity for an individual to analyse their capacity to enter the sector
(Vogelsang, 2015). Since the early 1990s, research based on entrepreneurial leadership has
developed substantially. A new type of entrepreneurial leadership has emerged that
considers the specificities of leadership in micro and small businesses rather than huge
organisations (Harrison et al., 2018; Dabi�c et al., 2021). It is the process of “influencing and
guiding individuals’ performance to achieve those organisational goals that entail detecting
and exploiting entrepreneurial possibilities”. On the other hand, Entrepreneurial Ability (EA)
refers to an individual’s confidence in his or her capacity to accomplish entrepreneurship-
related activities, and it is a crucial strategy for overcoming perceptions of risk connected
with new venture development (Amini Sedeh et al., 2021; Ranjan and Panicker, 2020).

Thus, the Individual Entrepreneurial Orientation (IEO) is an extension of EO (Musara and
Nieuwenhuizen, 2020), and it is characterised as the tendency of persons to behave
proactively, innovatively in a risky business environment (Jong et al., 2015). IEO is also
influenced by the entrepreneurial ability of the person leading the organisation. The
promotion of entrepreneurship needs people to take specific measures to initiate and execute
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new business development practices. A variety of cognitions were discovered that affect this
behaviour, including risk perception (Renko et al., 2012), the perception of getting an
opportunity (Sarasvathy et al., 2003) and the perception of having the entrepreneurial ability
(Arenius andMinniti, 2005). In this paper, the authors would like to address the impact of this
entrepreneurial ability along with entrepreneurial leadership on IEO.

1.1 Problem statement
Entrepreneurial leadership has been used in general as a tool to define the management,
production and growth problems of small andmedium enterprises (SMEs). Leitch and Volery
(2017) have placed entrepreneurial leadership as a connection between leadership and
entrepreneurship. Different scholars who attempt the definition of entrepreneurial leadership
have recognised that it includes qualities, such as attitude, style, marketing management,
internal activities and external business circumstances, given its characteristics and roots
(Simba and Thai, 2019). The available literature shows that along with a favourable or
challenging business condition, it is essential to have a person who has the qualifications to
run the enterprise. This requires specific skills that are known as individual entrepreneurial
orientation, which is a byproduct of entrepreneurial leadership (Simba and Thai, 2019) and
entrepreneurial ability (Sengupta et al., 2013).

Moreover, entrepreneurial leaders are expected to empower people to go beyond self-
interest and work on group objectives to encourage staff engagement, initiative, and success
(Judge and Piccolo, 2004). Various literature focused on the impact of human resource
performance on a firm’s sustainable growth. A commitment to sustainability would enable
organisations, staff, consumers, and immediate social communities to establish partnerships
with their main stakeholders to implement their sustainability agenda (Daily and
Huang, 2001).

In an emerging country like India, the role of government support in the MSME sector
cannot be ignored. There is a great deal of concern and discussions worldwide on the effect of
size and the extent of government policy on economic development. Many aspects of
government policy have an impact on the degree of entrepreneurship. Some of the
possibilities will be determined by the population’s attitude towards entrepreneurship, labour
force structure, government size and function, and entrepreneurial activity and MSMEs
already in existence (Khaksar, 2011). MSMEs may directly alleviate poverty by boosting
income levels and providing jobs. Therefore, it is usual for governments to establish policies
to support their growth (Khaksar, 2011). An evaluation of MSMEs and their performance in
relation to government policies and support is provided in this study. Thus, the authors
would like to introduce government intervention as a moderating variable in the model to see
the impact on the MSME performance.

The authors have deliberated about the review of literature, methodology and have done
analysis in the following sections. At the end of the paper, discussions and conclusions have
also been added to address the research objective.

2. Review of literature
2.1 Entrepreneurial leadership and individual entrepreneurial orientation
Entrepreneurial leadership is seen as an important factor in the growth of a new enterprise
and is viewed as a power that supports the drive towards development (Leitch et al., 2013).
Empirical studies have recognised the impact of entrepreneurial leadership on successful
outcomes, linking its influence to SME growth (Koryak et al., 2015), highlighting commitment
and focusing on adaptation in high-speed development or underlining the achievement of
organisational goals (Renko et al., 2015). These approaches combine leadership with
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entrepreneurship as a special case of leadership in a business context (Cogliser and Bigham,
2004). Previous business leadership analyses (Leitch et al., 2013) showed that it is a socially
built phenomenon that can be assessed and addressed in various fascinating ways. A
relationship has to develop between the owners and the employees in an organisation to run
the business profitably. While EO offers guidance for companies to explore new business
prospects, some scholars said that it was vital to investigate the effects of successful
leadership in EO adoption (Hmieleski et al., 2012). Though most of the literature focused on
the relationship between entrepreneurial leadership and EO, not much attention was given to
IEO from the purview of small business sectors. The person having IEO is expected to behave
like the owners and drive the growth of the organisation. Hence, the first hypothesis
proposed as:

H1. There is a positive relationship between entrepreneurial leadership and IEO.

2.2 Entrepreneurial ability and individual entrepreneurial orientation
IEO has a Behavioral aspect that shows the ability of the individual to remain innovative,
proactive in the organisation, and willing to take the risk associated with the business (Jong
et al., 2015). Though the firm’s leadership has an influence on IEO, it is not the only factor that
influences it. Leaders should have the ability to run a business with the help of the given
resources. However, IEO is not the outcome of entrepreneurial leadership only. The
entrepreneurial ability of the person also greatly influences the IEO. Entrepreneurial ability is
a combination of two important factors, viz., innate talent and continuous improvement of
this talent (Sengupta et al., 2013). It is discussed in various literature that desire for profit
(Bosma et al., 2012), social ties and networks (Hoang and Antoncic, 2003), prior experience,
parental work background (Vaillant and Lafuente, 2007), awareness about one’s
entrepreneurial abilities (Bayon et al., 2015), market orientation are important factors that
lead to enhance the entrepreneurial ability of an individual. Thus, a collective impact of
entrepreneurial leadership and entrepreneurial ability can boost the individual
entrepreneurial orientation and, subsequently the performance of the small business
segment. Thus, the proposed hypothesis is:

H2. There is a positive relationship between entrepreneurial ability and IEO.

2.3 Individual entrepreneurial orientation and improved MSME performance
Due to unemployment, many people are looking to establish their own businesses. These
individuals may have a desire to become entrepreneurs, but they may lack the necessary
competencies to compete in this dynamic business environment (Khan et al., 2020). Due to the
competitive nature, it is essential to comprehend and build entrepreneurial orientation (EO)
by updating competencies. Researchers such asQuince andWhittaker (2003) and Jogaratnam
(2017) have all found a favourable link between EO and the performance of MSME.
Dependent factors that are more directly sensitive to EO and contingent variables should be
studied to understand the connection betweenEOand SME’s performance (Chiva et al., 2007) .
Organisational mechanisms affect growth as productive capital reserves are generated or
leveraged. It’s been shown in an empirical study that the benefits of entrepreneurial
orientation can take many years to manifest and that company’s success is highly dependent
on a wide range of internal as well as external organisational factors and variables
(Thoumrungroje and Tansuhaj, 2005). Additional dependent variables are more directly
related to the entrepreneurial orientation that may be used to model the link between
entrepreneurship and business performance (Muhammed and Abdulkadir, 2021;
Kittikunchotiwut, 2020). Some of the important components of organisational resources
are intellectual capital, human capital and social capital (Hayton, 2005). These resources can
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create competitiveness in any organisation. There were the firm’s own ‘organisational skills’
and “entrepreneurial competencies,”which represent the owner-driven behaviour (Man et al.,
2002). Finally, long-term success includes reliability, sustainability, progress, and
profitability (Hurley, 2018; Muhammed and Abdulkadir, 2021). To achieve this goal, it is
important to have an individual who has the required skills and expertise. Within a small
indigenous company, skilled expertise makes a significant contribution to organisational
productivity (Baldacchino, 2011). Thus, it is expected that the human capital coupled with
IEO is helping the growth of small firms in any economy.

Hence, we propose that:

H3. There is a positive relationship between IEO and improved MSME performance.

2.4 Individual entrepreneurial orientation and employee motivation
MSMEs face significant challenges in terms of employee satisfaction, organisational
commitment, and organisational efficiency, especially in emerging economies (Farooq et al.,
2015). In various literature, it is shown that employee satisfaction leads to employee
performance (Lavelle et al., 2010) and subsequently improves the productivity of the firm.
However, the different dimensions of IEOhave a direct impact on employee performance. The
five dimensions of the IEO, such as innovativeness, risk-taking ability, proactiveness
(Soomro and Shah, 2019), aggressiveness and autonomy are expected to influence the
behaviour of the employees as well. If the leader is creative, then it will help to improve the
employee motivation as they will also involve in the innovative business environment, and
this will help to improve the firm’s performance. Hence, an employee, getting a competitive
environment in a workplace, tends to behave in a similar manner. Lastly, autonomy gives
more freedom and motivates the workforce to work for the betterment of the organisation
(Soomro and Shah, 2019). Hence, the authors suggest that:

H4. There is a positive relationship between IEO and employee motivation.

2.4.1Mediating role of employee motivation onMSME performance.Existing research looks at
entrepreneurial orientation from the perspective of a company. Innovativeness is one of the
elements of entrepreneurial orientation that is rooted in personal and group activities within
organisations (Messersmith and Guthrie, 2010). A strategic framework involving human
resources, social capital, and employee attitudes is required to link HRM activities and
organisational success. Employees’ competencies and knowledge are shaped in a corporate
atmosphere that promotes learning and fosters entrepreneurial orientation (Bal et al., 2014), which
directly impacts the company’s efficiency (Jyoti et al., 2017). InMSMEunits, on the other hand, the
leader wins employee support and confidence by exploiting their familiar ties and primarily
designing casual HR activities (Garavan et al., 2016). Hence, the proposed hypothesis is:

H4a. Employee motivation positively mediates the IEO and MSME performance.

2.5 Government intervention and MSME performance
Previous studies have described factors such as a lack of institutional climate, lack of policy
support and lack of mechanisms and guidance as major obstacles to SMEs (Krauss et al.,
2010). For many policymakers, MSMEs have been a critical issue when trying to increase the
rate of growth in low-income nations. Despite the elements that contribute to the economic
success of MSMEs, there are worries about their long-term viability. Due to the previous
paradigm of economic growth during the reform period, which concentrated on large-scale
enterprises to increase exports, there has been a lack of enthusiasm and effort in the
expansion of small and medium-sized businesses. Therefore, capital and a lack of
infrastructure and human resource capacity building become major obstacles for MSMEs
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to grow and expand successfully (Kusumawardhani et al., 2015). Government policy has a
major effect on SMEs’ productivity (Das and Rangarajan, 2020). The efficiency of SMEs
varies depending on the government policies they choose (Eniola and Entebang, 2015). In
India, the regional distribution of SMEs is far broader, which can be effectively leveraged in
the inclusive development process. The government will play an important role by imposing
mandatory responsible commercial practice obligations on SMEs (Das and Rangarajan,
2020). It is argued that government policies and supports should not be restricted to financial
aid only (Banjo and Doren, 2012); rather, it should go beyond that and may focus on training
and skill development of the employees as well as leaders. Regulatory policies, trade policies,
labour market policies, regional development policies, social policies, and even gender
policies of the government all have an impact on entrepreneurial activity (Ranjan and
Panicker, 2020). This would rely on various factors, including the population’s attitude
towards entrepreneurship, labour force structure, the size and function of government, the
prevalence of entrepreneurial activity, and the number of MSMEs in the country (Socrates
and Gopalakrishna, 2020). To boost the number of new entrepreneurs and start-ups, the
government must provide a supportive environment that encourages the appropriate
individuals to become entrepreneurs and improves the quality of existing companies
(Socrates and Gopalakrishna, 2020; Ranjan and Panicker, 2020).

On the other hand, government intervention is expected to furthermoderate the individual
entrepreneurial orientation and subsequently improve the MSME performance. Because of
this intervention, it is expected that the owners of the MSME units can grow during an
adverse situation. So, the authors proposed that if there is an improvement in IEO because of
government intervention, it will further improve the MSME performance.

Hence, the authors proposed the following hypotheses by taking government intervention
as an important factor:

H5. There is a positive relationship between government intervention and MSME
performance.

H5a. Government intervention positively moderates the IEO and subsequently the
performance of MSME.

A conceptual model is developed based on a literature review to see the relationship among
the dependent (MSME performance) and independent variables. The conceptual model has
been presented in Figure 1.

Figure 1.
The proposed
conceptual model
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3. Methodology
3.1 Selection of study area and sample respondents
A comprehensive list of data related to the MSME sector is available in an MSME Annual
report published by the Government of India. However, the report is full of information but
not very specific to any particular states. In India, the MSME sector is divided into three
categories: micro, small and medium enterprises based on the MSMED Act, 2006 and
subsequent revision implemented on 1st June, 2020. According to the Government of West
Bengal, MSME Department, the MSME sectors are divided into 17 clusters, spread across 23
districts. Among these 17 clusters, the metal fabrication and furniture sector have the highest
number of clusters (184 clusters). Thus, the authors selected this cluster for this study. Since
the concentration of clusters is higher in Paschim and Purba Medinipur districts of West
Bengal (total 3400 MSME Units), according to the MSME website of Government of West
Bengal, it has been decided to select these two districts as study districts.

In this study, the sample respondents are theMSMEplayers leading the organisation. But,
in some cases (mostly for micro-enterprises), due to the small nature of their operation, it was
observed that there is hardly any difference between the immediate manager and owner. So,
for those cases, the information was collected from them as well. A purposive sampling
techniquewas applied during the pilot study aswell as during the final data collection phases.
The final stage of the survey was conducted from January 2021 to March 2021, after the
complete lockdown was withdrawn and the units were back to normal. This was done to see
the impact of government intervention on MSME units in the study areas.

3.2 Scale development
The main important variables in this study are entrepreneurial leadership, entrepreneurial
ability, IEO and MSME performance. Two more variables are added; namely, employee
motivation and government intervention, to see the mediating and moderating effects on
MSME development, respectively.

The constructs for entrepreneurial leadership were developed by Musara and
Nieuwenhuizen (2020) which includes eight items. 8 point entrepreneurial leadership has
three constructs, namely, care for others (4 items), having a vision (3 items), opportunity
oriented (3 items). Entrepreneurial ability is measured with the help of 6 constructs, namely;
desire for profit (3 items) (Bosma et al., 2012), social ties and networks (3 items) (Hoang and
Antoncic, 2003), prior experience (2 items) parental work background (2 items) (Vaillant and
Lafuente, 2007), awareness about one’s own entrepreneurial abilities (2 items) (Bayon et al.,
2015), and market orientation (4 items). Since it is argued that IEO is an extension of EO, the
authors suitably modified the scale developed by Musara and Nieuwenhuizen (2020). Many
researchers (Musara and Nieuwenhuizen, 2020; Ebrahimi and Mirbargkar, 2017)
incorporated 3 dimensions of IEO (proactivity, innovativeness and risk taking). After
adding two more dimensions, the same has been extended, namely, aggressiveness and
autonomy. The modified scale incorporated in this study has five constructs, namely,
proactivity (3 items), innovativeness (3 items), risk-taking (3 items), aggressiveness (3 items)
and autonomy (3 items). Further, a 9 item SME scale is incorporated in the present study as
developed by (Ebrahimi and Mirbargkar, 2017). The constructs for this scale are increased
employment (3 items), financial performance (3 items) and expansion of an existing business
or venture into a new business (3 items). In this study, the mediating variable is employee
motivation. The mediating variable items (3 items) are developed from existing works by
different scholars (Garavan, 2016; Maheshwari et al., 2020; Mehta and Kaur, 2021). Lastly,
government intervention is measured on a categorical scale using two variables: awareness
about policy initiatives and participation in government-sponsored schemes (Socrates and
Gopalakrishna, 2020).
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4. Analysis
The initial result shows that out of the total number of participants, around 23% are from
medium enterprises, 31%are from small enterprises, and 46%are frommicro-enterprises. So,
the concentration of micro-enterprises is more in metal fabrication and furniture clusters. On
average, 40% of the workforce are regular in nature, while the rest of the workforce is casual.
Most of these causal workers are doing routine jobs. They do possess some skills related to
metal fabrication. However, the percentage of skilled workforce is less in micro-enterprises.
Around 80%of theworkforce inmicro-enterprises do not have adequate training, andmost of
these units are family-owned. So, the skills that they possess are gained from senior family
members. Around 75% of medium and 62% of small units use technology-based production
facilities, and most of the training is arranged for this group of employees. Usage of
technology is substantially low in micro enterprises (around 14%). There is a variation in
access to finance, market access, and government benefits among these three units.While the
key to these resources ismore formedium and small enterprises, the samemay not be the case
for micro-enterprises.

In order to measure items as mentioned above, the study used a five-point ordinal (Likert)
scale from 1 5 “strongly disagree” to 5 5 “strongly agree”.

Further CFA and SEM are respectively applied to examine the psychometric properties of
the scales and test the hypotheses of the research model using statistical software AMOS
version 21. Several statistical tests and criteria like Cronbach’s Alpha values, composite
reliability, and convergent and discriminant validity are included. In addition, thorough
testing of assumptions for multivariate techniques and preliminary data analyses was
carried out, including “multiple imputations” of missing data, normality and outlier analysis.

4.1 Confirmatory Factor Analysis (CFA)
CFA is commonly used to check the accuracy of constructing indicators with the researcher’s
knowledge of the construct’s existence (or factor). CFA First Order analysis is performed to
validate each indicator variable to its representative factor concerning previous/past literature.
In CFA, exogenous and endogenous variables are combined or pooled to make simpler and
better individual CFA, mainly when performing the measurement model (Chong et al., 2014).

The present study has applied measurement model using both First Order CFA and Second
Order CFA for the construct validity and reliability and for checking the strength of item
indicators adopted andmodified by the researchers.The results of theCFAFirstOrder indicated
a goodmeasurementmodel fit of the proposed factor structure (CMIN/DF5 1.634, GFI5 0.907,
NFI 5 0.917, IFI 5 0.966, TLI 5 0.961, CFI 5 0.966, PCFI 5 0.841, RMSEA 5 0.033,
RMR 5 0.032). Further, the results of CFA Second Order also indicated a good measurement
model fit of the proposed factor structure (CMIN/DF 5 1.677, GFI 5 0.901, NFI 5 0.912,
IFI 5 0.962, TLI5 0.958, CFI5 0.962, PCFI 5 0.861, RMSEA5 0.034, RMR 5 0.038).

Table 1 presents the validity and reliability of both first order and second order constructs.
A structural model was built to examine the causal relationship among the constructs in

the research model. The structural model was evaluated by examining the standardised path
coefficients, t-statistics, and their statistical significance for testing hypotheses. Themodel-fit
indices for structural model provided evidence of comparatively good model fit (Chi-
square5 1,147.007, CMIN/DF5 2.896, GFI5 0.856, NFI5 0.873, IFI5 0.913, TLI5 0.904,
CFI5 0.913, RMSEA5 0.065, RMR5 0.115). The hypothesised results have been shown in
Table 2.

In addition to it, the present study also checked the indirect effects to test for themediating
effect of Individual Employee Motivation (IEM) between IEO and IP. In order to test
mediation analysis, the present study followed the Hayes (2009) and Zhao et al. (2010) three-
step measurement model for mediation. The first step includes whether the independent
variable is a significant predictor of the dependent variable. The second step includes
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whether independent variable is a significant predictor of the mediator. The third step
includes whether the mediator is a significant predictor of the dependent variable. From
Table 3, it is evident that IEOmediates the relationship between IEM and IP as the coefficient
value of the total effect is greater than the direct effect.

4.2 Multi-group moderation analysis- govt. Intervention
The present study also carried out multi-group moderation analysis to check moderating/
interacting effect of government intervention between Individual Entrepreneurial Orientation
(IEO) andMSMEPerformance. The data of government interventionwas split into two groups
“Participants” of government-sponsored schemes and “non-participants” for comparison
purposes using SPSS “split file” command on the demographic variable. AMOS generates a
pairwise parameter comparison matrix that tests all of the pairwise differences between the
model parameters generating z-scores. To measure the moderating effect z-score above 1.96 is
generally considered. Using these values as critical ratios, the regression weights for each pair
of relationships in the model can be compared between the groups (Radomir and Nistor, 2013).

Multi-group moderator analysis was performed to determine whether the Government
intervention between Individual Entrepreneurial Orientation and MSME Performance is
different for Participants and Non-participants of govt. Sponsored schemes. Based on the Z
scores, results indicate (Table 4) that the relationships which are moderated by government
intervention at 95% confidence level are relationships between Individual Entrepreneurial

Hypotheses Path Standardized estimate SE CR p

H1 EL → IEO 0.334 0.024 5.759 ***
H2 EA → IEO 0.403 0.036 6.232 ***
H3 IEO → IP 0.167 0.053 2.945 0.003
H4 IEO → IEM 0.288 0.053 4.941 ***
H5 IEM → IP 0.211 0.060 3.584 ***
H6 Govt → IP 0.279 0.055 5.469 ***

Note(s): ***p < 0.001; S.E.: Standard Error; C.R.: Critical Ratio; EL: Entrepreneurial Leadership; EA:
Entrepreneurial Ability; IEO: Individual Entrepreneurial Orientation; IEM: Individual Employee Motivation;
IP: Individual Performance
Source(s): Authors’ calculations

IV MV DV IV → DV IV → MV MV → DV Indirect effect Total effect Hypothesis

IEO IEM IP 0.167 0.288 0.211 0.061 0.227 Accepted

Note(s): IEO: Individual Entrepreneurial Orientation; IEM: Individual Employee Motivation
Source(s): Authors’ calculations

Constructs

Govt. Intervention

Z-Value Relationship

Participants of govt.
Sponsored scheme Non-participants

Estimate p-value Estimate p-value

EA → IEO 0.405 *** 0.158 0.056 4.028 Supported

Note(s): EA: Entrepreneurial Ability; IEO: Individual Entrepreneurial Orientation
Source(s): Authors’ calculations

Table 2.
Result of SEM model

Table 3.
Mediation analysis:

Standardized
regression weight

Table 4.
Moderation analysis:

government
intervention
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Orientation and MSME Performance. This relationship was found to be moderated by
government intervention with Z-value 4.028. The strength ofmoderation for the path IEO to
MSME Performance (0.405***) was increased by the participants of the government-
sponsored schemes group. This implies that the moderating effect of government-
sponsored schemes participants have a higher impact on this relationship than the
nonparticipants.

5. Discussion
Empirical findings and theoretical consequences are explored in this section. The results of
this study are presented in the order in which the underlying hypotheses were tested. We’ll
start by talking about the findings. Entrepreneurial leadership is regarded as an important
aspect in developing a new business and as a driving force that promotes advancement.
Empirical studies have acknowledged the impact of entrepreneurial leadership on successful
outcomes, correlating its influence to SME growth, emphasising dedication and focusing on
adaptation in high-speed and specific situations, or emphasising the achievement of
organisational goals. The findings showed that entrepreneurial leadership positively
influenced individual entrepreneurial orientation and innovative behaviour via
entrepreneurial self-efficacy. It has been seen in the previous literature also that taking
advantage of their workers’ potential to innovate is one approach for firms to become more
inventive. Employees can contribute to increase performance by generating new ideas and
implementing them in new and improved goods, services, and work processes (Leitch et al.,
2013; Koryak et al., 2015; Renko et al., 2015).

Furthermore, individual entrepreneurial orientation is associated with the generation or
adoption of good ideas and their implementation. There is also evidence that a resource-based
perspective on the firm improves business performance. This hypothesis revealed the same that
entrepreneurial leadership has an affirmative impact on individual entrepreneurial orientation.

It has also been seen that individual entrepreneurial orientation has a behavioral component
that demonstrates the individual’s ability to remain imaginative, proactive in the company, and
willing to take risks associatedwith the firm. Previously,many extant studies bySengupta et al.
(2013), Bosma et al. (2012), Bayon et al. (2015) confirmed the same. As a result, the finding
supported thatwhena person can identify and capitalise on a business opportunity, that person
is judged to have a higher potential to be an entrepreneur. Meanwhile, innovation is associated
with the use of new ideas to create new products, services, or processes. Because of the
increasingly competitive business world, current entrepreneurs must be inventive.

Furthermore, organisational mechanisms of MSMEs influence growth by generating or
leveraging productive capital reserves. Financial resources, intellectual capital, human capital,
and social capital are all key components of organisational resources. These resources have the
potential to boost competitiveness in any firm. The research demonstrated that the essential
dimensions of EO driving MSMEs performance include innovativeness, risk-taking,
proactiveness, autonomy, achievement, and learning orientations. These findings are consistent
with earlier research (Porter andKramer, 2002; Hurley, 2018) that show a strong link between the
existence of these leadership characteristics and a favorable impact at the personal, team, and
organisational levels, with the most significant boost to the performance of MSME.

Employee satisfaction has been proven in many studies to contribute to improved
employee performance (Lavelle et al., 2010) and, as a result, firm productivity increases.
Despite this, few studies have examined the impact of the entrepreneurial approach and
corporate culture on worker engagement, organisational engagement, and employee
performance (Panagiotakopoulos, 2013). Many researchers, such as Baard et al. (2014),
Soomro and Shah (2019), provided that competitive aggressiveness and a proactive mindset
and employee motivation can be linked to success in a number of ways. It is clear from the
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results that managers must develop innovative strategies to keep their personnel as
motivated as possible continually. Because of the benefits that it can bring, motivation is
critical for every business.

Another important finding is that employee motivation mediates the IEO and the
performance of the MSME. According to the analysis, the validity of hypothesis (H4a) means
that as motivation improves, so does performance: when an employee is highly driven, he or
she will performwell at work. The findings suggest that motivation has a mediating effect on
individual entrepreneurial orientation and employee performance, supporting previous
studies such as Jyoti et al. (2017), Maheshwari et al. (2020). As a result, organisational
commitment is critical and highly significant in the workplace, boostingworker performance.
An organisation must have comprehensive levels of employee commitment to have great
long-term performance.

Lastly, the study also states that Government intervention positively moderates the IEO
and the performance of MSME, where government intervention has a positive impact on
both. Previous research identified a lack of institutional climate, a lack of legislative support,
and a lack of tools and direction as primary barriers to SMEs in emerging countries engaging
in sustainable management activities (Krauss et al., 2010). But recently, many studies
confirmed that Government policy has a significant impact on the productivity of SMEs (Das
and Rangarajan, 2020; Eniola and Entebang, 2015). Our study also confirms the same and
reinforces the importance of government intervention on IEO and employee performance, as
done by Socrates and Gopalakrishna (2020). The study revealed a favorable association
between entrepreneurial values, business financing, management, market practices, and
SME growth performance. The findings further support the notion that government policy
plays a significant role as a full moderator in such connections.

Entrepreneurship is becoming more popular throughout the world, and India is no
exception. People are presently contacting numerous start-ups to tackle the country’s
unemployment problem due to limited access to work for the young. In this context, this
study offers many insights to businesses to help them understand the significance of IEO, EL
and EA. It is a clear indicator for MSMEs “managers and owners to create the IEO to improve
their enterprises” performance. Along with this, they must focus on IEM to create greater
opportunities for businesses. However, it is also the government’s obligation to ensure
adequate resources for expanding chances for improved IEO and MSME performance.
Finally, the emphasis should be on solving problems or providing the finest services to clients
through start-ups to make entrepreneurial firms more successful and long-lasting.

6. Conclusion and limitation
There has been much written on the importance of MSME sector entrepreneurship, but less
has been written about its role in IEO and the rise of entrepreneurial leadership. This article
examines the connection between IEO, employee motivation, and government intervention
using a primary database of 243 units and finds the results. Our research provides two
significant contributions to the realm of entrepreneurship. Based on the results and
following the discussions, it can be said that employee motivation positively mediates the
IEO and MSME performance, and secondly, government intervention positively moderates
the IEO and subsequent performance of MSME. The findings of this article contribute to our
knowledge of how penurious settings, such as MSME entrepreneurial environments,
provide a foundation for IEO and, ultimately, entrepreneurial leadership behaviour.
Simultaneously, the literature emphasises the importance of IEO and entrepreneurial
leadership in supporting the formation and success of entrepreneurial orientations. The
study’s methodological approach contributes to the assessment of individual
entrepreneurial orientation and performance of the employee. The study has certain
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limitations, particularly in terms of MSMEs’ heterogeneity, where the product sector could
be used to complete multi-group analysis. We recommend that future research expands its
coverage across India in order to gain a better knowledge of the strategic activities of small
and micro firms in India.

Nonetheless, we think that the findings of this study have contributed to a better
understanding of the entrepreneurial ability and strategic behaviour of MSME in general.
Policymakers will be able to utilise this information to design appropriate programmes to
enhance the sustainability of this industry.While India was the focus of this paper’s research,
this work may be expanded to analyse and improve the support measures available to
MSMEs in other developing nations in addition to India.
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