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BACKGROUND AND OBJECTIVES: The management of human resources focusing 
on workplace happiness is gaining significant attention in the study of organizational 
behavior, particularly in organizations hiring Gen Z. This generation perceives workplace 
happiness differently, making the factor crucial in understanding work behavior. 
Therefore, this study aimed to explore the role of workplace happiness as a mediator 
between motivation and performance among employees in Micro, Small, and Medium 
Enterprises in developing countries.
METHODS: The study adopted a survey design, obtaining data from 186 young workers 
across 23 MSMEs in developing countries. Path analysis was also used to test the 
proposed model. 
FINDINGS: The first results in this study showed that motivation significantly affected 
happiness at work with a p-value of 0.000 below the specified significance level of 
≤0.005 (5%). The second result also showed that motivation significantly influenced 
performance with a similar p-value of 0.000. The third result suggested that happiness 
at work exhibited a significant effect on performance with a p-value threshold. Finally, 
the study found that happiness at work mediated the relationship between motivation 
and performance as evidenced by a p-value of 0.000.
CONCLUSION: The study suggested that motivation positively affected happiness at 
work and further enhanced performance. Additionally, job satisfaction could serve 
as a mediator between motivation and performance. Cultivating a work environment 
that prioritizes teamwork, and mutual respect, as well as discourages self-serving 
behavior could further improve employee happiness, job satisfaction, and overall 
performance. This improvement would also benefit MSMEs by enhancing work quality 
and productivity.
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INTRODUCTION
Firman (2021) reported that during the COVID-19 

pandemic, approximately 60 million additional 
business operators in Micro, Small, and Medium 
Enterprises (MSMEs) continued operations to ensure 
survival in the industry. These enterprises significantly 
contribute to economic growth, accounting for up 
to 61.07% of the Gross Domestic Product (GDP) in 
2021 (Lindo, A. D. C. F., Hermawan, A., & Suharsono, 
N., 2023). This achievement is due to government 
support, particularly in terms of financial assistance. 
For example, a support mechanism is the people’s 
business loans, which as of September 1, 2021, 
amounted to Indonesian Rupiah (IDR) 177.7 trillion. 
Besides the loans, various financing models are 
also available for the ‘little people’ sector which 
are facilitated through cooperative financing, the 
Revolving Fund Management Institution, and funding 
programs for budding entrepreneurial ventures. 
MSMEs face significant challenges beyond financial 
issues to maintain business resilience such as 
human resource management (Gani, N., Suprayitno, 
D., Wardhani, D., Al Imran,H., & Rahwana, K.A. 
(2024), market penetration (Fuadah, I. W., Sulalah, 
S., Salsabila, N., & Maulana, I. (2024), and cash 
flow management (Wiardi, A. H., & Saputra, F. E., 
2022). Every MSMEs requires equipped managerial 
and entrepreneurial skills to effectively manage 
resources and compete in the industry. In the current 
competitive business landscape where opportunities 
are scarce and organizational demands necessitate 
innovative solutions, high-quality human resources 
are essential. Human resources personnel should be 
willing to show potential, maximize existing abilities, 
and even engage in tasks beyond the job descriptions. 
Happy employees in MSMEs tend to exhibit the 
highest performance levels (Bangun, Pritasari A, 
Widjaja FB, Wirawan C, Wisesa A and Ginting H,2021; 
Salas-Vallina, A., Pozo-Hidalgo, M. and Gil-Monte, 
P.R. (2020a); Thompson, A. and Bruk-Lee, V. (2021); 
and  Jaswal, N., Sharma, D., Bhardwaj, B. and Kraus, 
S.  (2024). Despite abundant publications on the 
relationship between happiness in the workplace and 
employee performance, studies showing no direct 
relationship remain limited. Most literature supports 
a positive correlation between employee happiness 
and job performance. Certain studies suggest that 
while employee happiness can enhance specific 
aspects of performance, it does not necessarily lead 

to an overall improvement in employee performance. 
Therefore, further publications on the impact of 
happiness at work on employee performance remain 
crucial. Happiness at work refers to a mindset that 
enables individuals to maximize work performance 
and reach their full potential, whether working 
independently or in groups (Pryce-Jones, 2011). 
Based on this definition, three principles evolve 
including (1) happiness at work connects to an 
individual’s mindset and awareness of the job, (2) 
it occurs both when working independently and 
collaboratively in groups, and finally (3) happiness 
at work embodies the concept of a “yin and yang” 
effect. When an employee experiences happiness 
at work, the individual tends to exhibit positive 
behaviors and attitudes that impact both individuals 
and organizations. Publications on happiness at work 
have become a focal point for scholars across various 
fields. Van-Wyk et al., (2020). focused on happiness 
among day laborers and Bibi et al., (2022) explored 
this theme in the hospitality industry. Similarly, 
Meng & Xiao (2022); Dias et al., (2022) investigated 
happiness at work within the financial sector. Other 
publications such as Ravina-Ripoll et al., (2022); and 
Khan & Abbas (2022), investigated happiness at work 
within the financial sector. Other publications such 
as Polat et al., (2022) and Minguela-Recover et al., 
(2022) investigated happiness at work within the 
financial sector. Other publications such as Miller & 
Gkonou (2022); and Van-Waeyenberg et al., (2022).  
Despite extensive studies on happiness at work, 
few explore happiness experienced by employees 
in MSMEs sector, particularly among the younger 
generation. Human resource management issues 
persist as significant challenges for many MSMEs 
business owners (Doli, 2022). Effective human 
resource management which prioritizes principles 
of human behavior and adopts the Quality of Work 
Life (QWL) method including fostering employee 
happiness at work can positively impact performance 
and influence work behavior within these 
enterprises. Understanding the behavior of Gen Z 
which is perceived to have characteristics different 
from other generations (Francis & Hoefel, 2018; 
Klopotan et al., 2020; Klopotan, I., Aleksic, A., and 
Vinkovic, N., 2020), will help organizations prepare 
to face Gen Z (Ganguli et al., 2022). This preparation 
will enable organizations to more easily adapt, 
engage, and foster intergenerational collaboration 
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(Benítez-Márquez et al., 2022). Conversely, a study 
by Lettink showed that the participation of Gen Z 
in the workforce would significantly increase from 
6.4% in 2020 to 33.4% in 2030 (Ganguli et al., Padhy, 
S. C., & Saxena, T., 2022). Publications on happiness 
at work including Gen Z are intriguing because some 
studies report that Gen Z experiences unhappiness in 
the workplace, while other generations are generally 
happy at work (Zani, R. M., Ahmad, I. N., & Saad, S. M. 
(2022). However, another study found no significant 
difference in happiness at work experienced by 
Gen Z, Y, and X (Khan et al., Aleem, S., & Walia, T., 
2021). Specifically, the influence of work motivation 
on employee performance is often mediated by 
happiness at work. Numerous studies suggest that 
work motivation affects employee performance as 
evidenced by publications conducted by Al-Aamri 
et al., (2024); Uzkurt et al., (2023); Shahzad & Khan 
(2023); Silva & Rosa (2023); Mishra & Hassen (2023); 
Kalam et al., (2023); Meng & Hu (2022); scrimpshire 
et al., (2022); Udin et al., (2023). However, several 
other studies present findings inconsistent results 
such as publications conducted by Nilasari et al., 
(2021); Rosalia et al., (2020); Eliyana et al., (2018). 
The inconsistency of these results underscores the 
current importance of publication on employee 
motivation and performance. According to Work-Life 
Balance Theory, when employees perceive a balance 
between work demands and personal needs, the 
employee tends to feel motivated leading to improved 
performance. Therefore, exploring how motivation 
influences performance through happiness at work 
remains crucial. Observing the gap in previous 
publications, this study aims to confirm the results 
by introducing motivation as an antecedent variable 
of happiness at work and employee performance. 
The novelty lies in exploring the role of happiness at 
work as a mediating variable connecting motivation 
with employee performance. Theoretically, the study 
contributes to the literature on the relationship 
between motivation and employee performance 
mediated by happiness at work. Practically, the 
results can assist relevant parties such as MSMEs in 
improving employee performance and maintaining 
sustainable competitiveness.

Literature review
Work-Life Balance Theory is defined and 

conceptualized based on two main dimensions: 

1)	 role engagement in various roles in work and non-
work life, 

2)	 minimal conflict between work and non-work 
roles (Sirgy et al., 2018). 
Thus, an individual perceives work-life balance 

when their engagement in work and non-work roles 
is balanced and there is no conflict between them. 
When an individual feels this balance, it can result 
in various outcomes such as work-related outcomes 
(e.g., job satisfaction, organizational commitment, 
intention to quit, and job performance), non-work-
related outcomes (e.g., life satisfaction, family 
performance, and leisure satisfaction), and stress-
related outcomes (e.g., depression, burnout, work-
related stress, and family-related stress) (Allen et 
al., 2000). This means that when an individual has 
the opportunity to focus on their efforts to create a 
balance between work demands and personal life 
for the well-being of both areas, it enhances their 
motivation to work and strive more effectively, 
thereby impacting better performance. Motivation 
is a process that occurs within individuals, wherein 
they experience the drive, direction, and persistence 
in their behavior to accomplish specific goals 
(Robbin & Judge, 2017). Motivated individuals also 
felt empowered to exert effort towards objective 
achievement, direct behavior towards the desire, 
and maintain diligence in their actions to achieve the 
targets. According to the same source, various factors 
motivated individuals including 
1)	 Personal factors such as perceived needs, self-

confidence, expectations, reinforcement, and 
objectives. 

2)	 Job-related factors included salary, advancement 
opportunities, rewards, supervisors, and 
coworkers as well as 

3)	 Organizational factors comprising organizational 
justice and job design. 
Furthermore, Griffin & Ebert (2015) defined 

motivation as factors that stimulate individuals to act 
in specific manners. When employees were motivated, 
the individuals would engage in behaviors correlated 
with the desires of those providing motivation. 
Motivated individuals exhibited specific actions that 
impacted the evolution of other behaviors such as 
performance and Organizational Citizenship Behavior 
(OCB) (Widarko & Anwarodin, 2022; Good et al., 
2022), organizational commitment (Norawati et al., 
2022; Winda et al., 2022), and job satisfaction (Hajiali 
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et al., 2022; Akosile & Ekemen, 2022). Although less 
common, certain studies also positioned motivation 
as a moderating variable in the relationship between 
variables, as perceived in publications by Tajpour et 
al., (2022); Zakiy & Ramadhani (2024); Abdelwahed 
et al., (2024). Happiness at work was considered a 
mindset that enabled individuals to optimize work 
performance and fulfill their potential, whether 
working independently or in groups (Pryce-Jones, 
2011). According to this definition, individuals who 
experienced happiness at work enjoyed tasks, found 
pleasure in work, appreciated collaborating with 
colleagues, felt valued and appreciated, worked 
efficiently, and understood the objectives and how the 
targets would be achieved. Consequently, happiness 
experienced by individuals influenced workplace 
behavior such as job satisfaction, motivation to 
progress, and OCB (Negri et al., 2022; Amani-
Nezhad et al., 2022; Singh & Banerji, 2022). The 
antecedents or influencing factors of job happiness 
included employee engagement and job satisfaction 
(Kustiawan et al., 2022), attachment style (Momeni 
et al., 2022), and stress (Cohen-Louck, & Levy, 2022). 
Performance was commonly used as an indicator of 
an organization’s effectiveness in managing human 
resources. Individual performance comprises both 
behaviors and outcomes (Sonnentag, & Frese, 
2002). Performance could be interpreted from three 
perspectives including the following. 
1)	 The individual differences perspective emphasized 

variations in individual characteristics as sources 
of performance differences. 

2)	 The situational perspective focused on 
situational factors that facilitated or constrained 
performance.

3)	 The performance regulatory perspective, which 
centers on performance processes. 
Therefore, performance was defined using various 

methods and considered from multiple aspects. The 
determinants of performance included factors such as 
work motivation and organizational culture (Widarko 
& Anwarodin, 2022), transformational leadership, 
and social support (López-Cabarcos et al., 2022; 
Udin, 2023). An individual’s performance level could 
impact workplace behavior within the organization, 
influencing job satisfaction (Katebi et al., 2022) and 
work ethics (Rostikawati et al., 2022). Consequently, 
achieving set performance standards could lead to 
increased job satisfaction and improved work ethics. 

This study aimed to examine the effect of motivation 
and happiness at work on performance. The role 
of mediation was also analyzed to determine how 
happiness at work mediated the effect of motivation 
on performance. Conducted in mid-2022, the analysis 
included 23 MSMEs in Bantul, Indonesia. These 
MSMEs spanned across various industries such as 
culinary, handicrafts, fashion, and workshop services 
with a significant portion consisting of enterprises 
in the culinary sector, particularly cafes. Studies on 
MSMEs within different industry classifications have 
attracted interest from scholars in various countries, 
such as Iran in the international start-up business 
sector (Tajpour, Hosseini, E., Ratten, V., Bahman-Zangi, 
B., and Soleymanian, S.M., 2023; Tajpour, M. and 
Razavi, S.M., 2023), Malaysia in the manufacturing 
industry (Hossain, Kumar, J., Islam, M.T., and Valeri, 
M., 2023), Ireland in various industries (O’Reilly Mac 
An Bhaird, C., Gorman, L., and Brennan, N.M., 2024), 
New Zealand in the banking industry (Boulanouar, 
Z., 2024), and Palestine in the food industry (Amer, 
2023). However, publications specifically focused on 
the café business which was a target work sector for 
Gen Z remained limited.

Hypothesis development
The effect of motivation on happiness at work

Employees who possessed factors that motivated 
efforts to perform certain behaviors tended to maximize 
work performance and achieve their potential. When 
someone desired to work in groups, the employee felt 
a sense of security at work. Employees experienced 
value when allowed to express personal desires at 
work. Respecting others’ feelings led to positive 
emotions, such as happiness and pride while working. 
Therefore, motivation at work further influences 
happiness at work. Several studies supported this 
discovery, showing that work motivation impacted 
happiness at work (Amani-Nezhad et al., 2022; Atan 
et al., 2021; Junça-Silva & Menino, 2022; Maria et al., 
2022; Wongsupaluk, 2021; Yap et al., 2022).  The first 
hypothesis proposed is

H1: Motivation influences happiness at work.

Effect of motivation on performance
In a work setting, employees who perceived 

factors directing behavior acted in a certain manner 
and showed high intensity tended to achieve desired 
work outcomes. Employees were more inclined 
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to establish good and effective relationships with 
colleagues, supervisors, and others when proper 
attention was placed on the feelings of others at work. 
Employees who openly expressed disagreement with 
others often experienced trustworthiness. Those 
with high motivation in work were more inclined to 
achieve high-performance levels. This was supported 
by several previous studies that showed the influence 
of motivation on performance (Affuso et al., 2022; 
Alie et al., 2022; Good et al., 2022; Haq et al., 2022; 
Hidayati, & Zulher, 2022; Norawati et al., 2022; Yoon, 
2022; Roussillon-Soyer et al., 2022; Zubaidah, R.A., 
Haryono, S. and Udin, U., 2021. Therefore, the second 
hypothesis of this research is

H2:  Motivation influences performance.

Effect of happiness at work on performance
The job satisfaction experienced by employees 

while working within an organization motivated 
positive behavior and a focus on performing well. 
When an employee consistently managed work 
activities, tasks were efficiently completed within 
given deadlines and adapted to unforeseen changes 
in job demands to meet schedules. Employees 
understood assigned tasks and responsibilities, set 
priorities, and created work plans using appropriate 
procedures, tools, equipment, and materials when 
work expectations were fulfilled. Therefore, happiness 
at work impacted employee performance. This idea 
was supported by several studies that consistently 
showed happiness at work affecting employee 
performance (Alahbabi et al., 2021; Bangun et al., 
2021; Lester et al., 2022; Meng & Muthuveloo, 2022; 

Mauri et al., 2021; Arar & Öneren, 2021; Vieira, 2022; 
Zapata-Lamana et al., 2021). Therefore, the third 
hypothesis proposed is

H3: Happiness at work affects performance.
From the discussion, the study concluded that 

when employees were driven by factors motivating 
behavior, work performance and desired objectives 
were achieved leading to positive work behavior 
and outcomes. When employees preferred working 
in groups over working alone, the employees were 
better equipped to overcome challenges at work and 
complete tasks within deadlines. Therefore, work 
motivation stimulated the evolution of job happiness 
and further enhanced employee performance. Based 
on this discovery, the fourth hypothesis proposed 
was observed as follows.

H4:  Motivation influences performance mediated 
by happiness at work.

Based on the four hypotheses derived, the 
proposed study model is depicted in Fig. 1.

MATERIALS AND METHODS
Research methods and design

This study aimed to investigate the mediating role 
of happiness at work in the relationship between 
motivation and performance among employees 
of MSMEs in developing countries. A quantitative 
descriptive method was adopted which was highly 
useful in studying human behavior. This method 
further provided a systematic and measurable medium 
to collect, analyze, and interpret data, eventually 
helping to better understand and predict human 
behavior. The study focused on MSMEs in Bantul, 

 
 
 
 
 
 
 
 
 
 
 

 
Fig. 1: Research model 
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Fig. 1: Research model
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Indonesia with the subjects being the employees in 
the Bantul Regency area. The selected MSMEs were 
those operating in the culinary industry, specifically 
cafes. The enterprises further gained popularity since 
COVID-19 and hired a minimum of 10 employees, 
suggesting the SMEs were relatively large and 
professional. The data used in this study were primary, 
specifically regarding Work Motivation, Happiness 
at Work, and Performance along with personal data. 
The data collection method included a survey method 
through the offline distribution of questionnaires. 
Each targeted café experienced an initial observation 
to ensure it met the criteria for selected MSMEs. 
Subsequently, direct communication was established 
with the café owner or manager to obtain permission 
for the study and offline distribution. The timing of 
the questionnaire distribution was adjusted according 
to the café’s conditions and was coordinated with the 
café owner/manager which led to a response rate of 
95%. The variables used in this study included Work 
Motivation, Happiness at Work, and Performance. 
To measure Work Motivation, a portion of the 
construct from Steers & Braunstein (1976) consisting 
of five questionnaire items was incorporated. For the 
happiness at work variable, a questionnaire adopted 
from Lutterbie & Pryce-Jones (2013) comprising 25 
questionnaire items was used, and a measurement 
tool from Mathis and Jackson in Chishti, et al., (2010) 
was adopted for the Performance variable. All three 
instruments underwent validity and reliability testing, 
confirming that all question items were valid and the 
three instruments had a Cronbach’s alpha greater 
than 0.7. To test the four hypotheses, Path Analysis 
was adopted using steps that included Simple Linear 
Regression Analysis and Multiple Regression (Alni et 
al., 2018).

RESULTS AND DISCUSSION
Result

The study was conducted in mid-2022 including 
23 MSMEs in Bantul, Indonesia. These MSMEs were 

spread across various industries such as culinary, 
crafts, fashion, and workshop services with a 
predominantly focus on MSMEs operating in the 
culinary sector, particularly cafes. Questionnaires 
were distributed both in hard copy and electronically 
via Google Forms, either directly to MSMEs employees 
or through local managers or designated personnel. 
The data analysis from 186 respondents showed that 
the majority were male (67% or 124 individuals), 
aged between 20 and 40 years (94.5% or 173) with a 
high school education level (70% or 129 individuals). 
Most had work experience of less than one year (43% 
or 79 individuals) or between one to five years (52% 
or 96 individuals). These demographics characterized 
the respondents as young MSMEs employees with 
relatively good education and work experience. 
This demographic composition correlated with the 
industries examined in the study, particularly the 
culinary (café) and fashion sectors which primarily 
catered to young consumers. Consequently, there 
was a need for young workers to deliver services that 
met the preferences of the target audience.

Before testing the hypotheses, the study 
conducted a questionnaire examination including a 
validity test to assess the validity of the question items 
used in the instrument for measuring the variables. 
A reliability test was also conducted to ensure 
consistent results from using the questionnaires when 
measuring the same respondent at different times. 
The validity test showed that the 25 questions related 
to happiness at work variable and the five questions 
related to motivational and performance variables 
were valid. In Table 1, the results from the reliability 
test showed that Cronbach’s alpha value for all three 
variables exceeded 0.6, suggesting good reliability. 
Descriptive analysis (mean) was conducted for each 
question item of the variables and the mean of the 
variables. Results from the descriptive analysis, as 
depicted in (Table 2), showed that all question items 
related to happiness at work variable scored above 
4 with an average variable value of 4.1, signifying 

Table 2: Validity and reliability test 
 

Variable P value Cronbach Alpha 

1. Motivation 0,00* 0,630 
2. Happiness at work 0,00* 0,931 

3. Performance 0,00* 0,743 
* Correlation is significant at the 0,01 - 0.05 level (2-tailed). 
  

Table 1: Validity and reliability test
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high levels of happiness. This was reported by all 186 
respondents across all aspects of the work division. 
Regarding motivational variables, all question items 
ranged from 3.6 to 4.2 with an average variable 
value of 3.9. These variables showed high levels of 
motivation reported by all 186 respondents across 
all aspects of work division, though not as high as 
perceived job happiness. For performance variables, 
all 186 respondents reported good performance with 
an average score of 4.2. This high performance was 
evident across all aspects of performance with values 
ranging from 4.1 to 4.2. Based on the descriptive 
analysis, the study concluded that employees from 
the 23 MSMEs expressed high job satisfaction, 
motivation, and performance. Despite coming from 
different industries including culinary, fashion, crafts, 
and workshop services, all respondents reported 
positive behavior in the respective workplaces.

This study adopted the path analysis method 
which was used to test whether happiness at 
work variable acted as a mediating variable in the 
relationship between motivation and performance of 
MSMEs employees. Before conducting various testing 
steps, the results of the Common Method Variance 
(CMV) test were presented. The testing results 
showed that among the 35 items in Motivation, 
happiness at work, and performance variables, the 
percentage of variance suggested was 26.964% lower 
than 50%. This implied that there was no common 
method bias, prompting the data to be used for 
further analysis. In this first step, analysis was carried 

out using simple linear regression to test the effect of 
motivation on happiness at work (H1). The results of 
the simple regression analysis as depicted in Table 3  
showed that the significance level was 0.00 lower 
than the required limit of 0.05. Therefore, the study 
concluded that H1 was accepted, implying that there 
was an influence of motivation on happiness at work. 
Table 2 also showed a positive Beta value of 0.580, 
implying that higher motivation led to greater job 
satisfaction experienced by 23 MSMEs employees. 
The effect of motivation on happiness at work 
was relatively strong (beta coefficient 0.580). The 
motivation variable made a significant contribution 
to changes in employee happiness, namely 33.3% 
(adjusted R square).

In this second step, analysis was conducted 
using multiple linear regression to test the effect of 
motivation and happiness at work on performance 
(H2 and H3). The results of the multiple regression 
analysis can be seen in Table 2. Table 3 shows that the 
significance level is 0.00 which means it is lower than 
the required limit of 0.05. So, it can be concluded that 
hypotheses 2 and 3 are accepted, meaning that there 
is an influence of motivation and happiness at work 
on employee performance. Table 2 also showed that 
the Beta coefficient value for the motivation variable 
was 0.283, suggesting higher motivation leading to 
better performance produced by employees in the 
23 MSMEs. The effect of motivation on performance 
was relatively strong with a Beta coefficient of 0.283. 
The third step included comparing the direct and 

Table 3: Descriptive statistic of research variable 
 

Variable Mean SD 

1. Motivation 4,1 0,866 

2. Happiness at work 3,9 0,756 
3. Performance 4,2 0,721 

 

  Table 4: Hypotheses testing result 
 

Hypothesis Code Coefficient T-value P-Value Conclusion 
Direct effect 

M      HW H1 0,440 7,86 0,000 Significant 
HW   P H2 0,581 11,381 0,000 Significant 
M      P H3 0.182 3,359 0,000 Significant 

Indirect Effect 
M  HW  P H4 0,256 3,999 0,000 Significant 

M: work motivation; HW: Happiness of Work; P: Performance 
 

Table 2: Descriptive statistic of research variable

Table 3: Hypotheses testing result



142

Gen Z work behavior in developing countries

indirect effects to determine whether the variable 
of job happiness acted as a mediating variable in 
the relationship between work motivation and 
performance (H4). The Sobel test was used to assess 
the mediating effect in the relationship between 
the independent and the dependent variables. In 
this study, the Sobel test was carried out using an 
online Sobel test application. The Sobel test statistic 
obtained from the effect of motivation on happiness 
at work and the impact of happiness at work on 
performance was 3.127 with a significant two-tailed 
probability of 0.00. This suggested that the variable 
of happiness at work could act as a mediating 
variable, signifying an influence of work motivation 
on employee performance mediated by happiness 
at work. Based on these results, the study concluded 
that H4 was accepted.

1) Motivation has a significant positive influence 
on happiness at work: The study showed that 
motivation significantly and positively influenced 
happiness at work. The results correlated with 
established theories and previous publications which 
emphasized the critical role motivation played in 
enhancing happiness at work (Amani-Nezhad et 
al., 2022; Atan et al., 2021; Junça-Silva & Menino, 
2022; Maria et al., 2022; Wongsupaluk, 2021; Yap et 
al., 2022). Motivation as an internal factor strongly 
influences how individuals perceive and experience 
work (Farooq et al., 2024). Highly motivated 
individuals tended to feel more satisfied with work, 
experiencing greater levels of happiness compared to 
those with lower motivation (Toshniwal & Narendran 
2020; Jaw et al., 2016). These results underscored 
the importance for companies and organizations to 
focus on motivational factors as a strategy to enhance 
employee happiness. In practical terms, the results 
of this study carried significant implications for 
managers and organizational leaders. By recognizing 
the importance of motivation in influencing happiness 
at work, managers could design interventions and 
programs aimed at improving employee motivation. 
Implementing effective training, career development, 
and incentive programs could also serve as tools to 
motivate employees, eventually increasing happiness 
at work. Additionally, the study opened avenues for 
further exploration into other factors that might 
interact with motivation in shaping happiness 
at work. Future publications could explore how 
elements such as workload, leadership style, and 

organizational culture might moderate or mediate 
the relationship between motivation and happiness 
at work. This study not only provided insight into the 
direct connection between motivation and happiness 
at work but also led to a deeper understanding of the 
dynamics influencing individual work experiences.

2) Motivation has a significant positive influence 
on performance: The study showed that motivation 
had a significant positive impact on performance. 
This discovery was consistent with theoretical 
perspectives and previous publications that 
outlined the importance of motivation in enhancing 
performance (Affuso et al., 2022; Alie et al., 2022; 
Good et al., 2022; Haq et al., 2022; Hidayati, & Zulher, 
2022; Norawati et al., 2022; Yoon, 2022; Roussillon-
Soyer et al., 2022; Zubaidah et al., 2021). Motivation 
as the internal drive that propels individuals toward 
achieving specific objectives, plays a crucial role in 
determining job satisfaction and the energy levels 
required to complete tasks  (Al-Aamri et al., 2024). 
This motivation stimulated employees to work harder, 
more efficiently, and effectively, which eventually 
improved performance (Uzkurt et al., 2023). These 
employees played a crucial role in determining 
job satisfaction and the energy levels required to 
complete tasks (Silva & Rosa 2023). High motivation 
fostered a positive work environment where 
employees supported each other and collaborated to 
achieve common objectives (Hidayati, & Zulher, 2022). 
Intrinsic motivations such as a sense of achievement, 
recognition, and self-development provided deeper 
job satisfaction compared to extrinsic counterparts 
including financial incentives. Employees tended 
to be more passionate and dedicated at work 
when the job was perceived to be meaningful and 
facilitated positive contributions (Haq et al., 2022). 
This led to improved individual performance and 
overall productivity of the organization. Additionally, 
motivation significantly enhanced employee 
engagement. Motivated employees were more 
inclined to be engaged in work, taking initiative and 
actively contributing to decision-making processes. 
This high level of engagement often led to innovative 
ideas and creative solutions that improved the 
organization’s overall performance. The results 
also emphasized the importance for organizational 
managers and leaders to prioritize happiness at work 
by creating a pleasant environment and offering 
opportunities for employee career development. 



143

Int. J. Hum. Capital Urban Manage., 10(1): 135-148, Winter 2025

Furthermore, management needed to adopt 
strategies that enhanced employee engagement, 
such as recognizing achievements, offering incentives, 
and fostering effective communication. The study 
also uncovered possibilities for future publications 
to explore specific factors influencing happiness at 
work and the contributions to performance. Future 
publications could also examine the differential 
effects of happiness at work on performance across 
various industries or cultural contexts to determine 
the universality of these results or any significant 
contextual variations. 

3) Happiness at work has a significant positive 
effect on performance: The study found that 
happiness at work had a significant positive effect 
on performance. The results were consistent with 
theories and previous publications that stressed 
the importance of happiness at work in enhancing 
performance (Alahbabi et al., 2021; Bangun et al., 
2021; Lester et al., 2022; Meng & Muthuveloo, 2022; 
Mauri et al., 2021; Arar & Öneren, 2021; Vieira, 2022; 
Zapata-Lamana et al., 2021). This showed that higher 
levels of happiness at work led to better performance 
of employees in carrying out tasks. Employees who felt 
happiness at work tended to perform at higher levels 
than those who were less satisfied (Wittayapornpipat 
& Wongaud 2023). Happiness at work increased 
employees’ intrinsic motivation, which positively 
impacted performance (Hermania et al., 2023). 
Additionally, work engagement theory emphasized 
that higher engagement at work often influenced 
by happiness was directly related to improved 
performance (Lester et al., 2022). The results 
carried significant implications for management and 
policymakers in organizations. By enhancing job 
happiness through appropriate interventions such 
as rewarding employee achievements and providing 
compensation, overall employee performance could 
be improved. The results of this study also suggested 
opportunities for further publications into the 
specific factors contributing to happiness at work and 
the influence on various dimensions of performance. 
Future publications could investigate moderating or 
mediating variables that might affect the relationship 
between rewards and happiness, as well as explore 
variations in these effects across different industries 
or organizational contexts. 

4) Motivation affects performance mediated by 
happiness at work: The study showed that motivation 

impacted performance through the mediating effect 
of happiness at work. Motivation which was often 
associated with improved employee performance 
(Good et al., 2022; Haq et al., 2022), generally led 
employees to work harder, stay focused, and operate 
more efficiently to increase productivity and overall 
performance (Hidayati, & Zulher, 2022). However, 
the direct relationship between motivation and 
performance was not simple and linear (Roussillon-
Soyer et al., 2022). Various factors could influence 
or strengthen this relationship with happiness at 
work being part of the most significant indicators 
of employee well-being (Alahbabi et al., 2021). 
Happiness at work is often considered one of the 
important indicators of employee well-being (Zapata-
Lamana et al., 2021). Happiness at work was not 
only related to positive moods or emotions but also 
included feelings of satisfaction, motivation, and 
commitment to work (Lester et al., 2022). Happiness 
at work influences various aspects of professional life 
including productivity, creativity, and loyalty (Vieira, 
2022). Employees who experienced happiness at work 
tended to perform better, engage more in tasks, and 
exhibit less burnout (Arar & Öneren, 2021). Although 
highly motivated employees generally performed 
better than those with low motivation (Affuso et al., 
2022). Further analysis showed that happiness at work 
played an important mediating role in this relationship. 
High motivation increased happiness at work which 
further stimulated employee performance. In other 
words, happiness at work strengthens the relationship 
between motivation and performance. This implied 
that motivated and happy employees were more 
inclined to achieve optimal performance. 

The results had practical implications for 
organizations as only increasing the motivation of 
employees was insufficient to enhance performance. 
Management also needed to cultivate a work 
environment that supported employee happiness. 
This could be achieved through various mediums 
such as providing comfortable facilities, fostering a 
positive work culture, offering appropriate rewards 
and recognition, as well as ensuring a balance 
between employees’ work and personal lives. 
Therefore, organizations could maximize employee 
potential and achieve better results

Limitation and recommendations
Based on the results of the study, future 
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publications could modify the model to include 
other factors that might influence performance. This 
modification was necessary since numerous factors 
beyond motivation and happiness at work could 
affect performance. The study further showed that 
motivation and happiness at work contributed only 
33.3% to performance, suggesting the presence of 
other influential factors future publications could 
explore. Potential factors to consider in modifying the 
study model included workload (Bartram et al., 2023), 
leadership style (Pizzolitto et al., 2023), compensation 
(Almarayeh, 2023), organizational culture (Stasa & 
Machek, 2024), and reward (Spitzer et al., 2024). 
Additionally, business practitioners could use the 
results of this study to assess and measure whether 
motivation and happiness at work were sufficient 
within the organizations. This assessment would 
be valuable for conducting early scans to detect 
performance issues. Effective early detection would 
allow organizations to take preventive measures 
before performance deteriorates, ensuring that 
employee performance remains at an optimal level.

CONCLUSION 
The study concluded that motivation had a 

positive impact on happiness at work and positively 
influenced performance. Happiness at work also 
appeared to mediate the relationship between 
motivation and performance. Therefore, developing 
a workplace environment that emphasizes 
teamwork, mutual consideration, and discouraging 
self-serving behavior could enhance employee 
happiness, job satisfaction, and performance. These 
improvements would eventually benefit MSMEs 
by raising work quality and productivity. The study 
further introduced a novel method by exploring the 
relationship between happiness at work, motivation, 
and employee performance in developing countries, 
particularly within MSMEs. Publications on employee 
behavior in MSMEs remained limited, often focusing 
on organizational performance or the perspectives 
of the owners. A unique aspect of this study lay in 
the respondents, where the majority were young 
individuals with diverse perceptions of workplace 
behavior.
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