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Abstract

This study uses PLS-SEM analysis to examine how employee engagement mediates the link between HR practices and organizational
performance in the Indian ITES industry. A standardized questionnaire measuring corporate performance, employee engagement, and HR
procedures was used to gather data from 300 ITES experts. The findings show that employee engagement has a high impact on
organizational success ( = 0.580), whereas HR practices have a lesser but beneficial direct effect on organizational performance ( =
0.164). With a substantial indirect impact (B = 0.3017) in the —HR-performance link, mediation analysis validates the partial mediating
function of employee engagement. With intermediate explanatory power, the model was able to explain 43.5% of the variance in organi-
zational performance and 14.3% of the variance in employee engagement. The results highlight how good HR procedures increase em-
employee engagement, which significantly enhances organizational results and is consistent with social exchange theory. In addition to
offering HR managers useful advice on how to create engagement-centric HR strategies to boost organizational competitiveness in the
dynamic ITES sector, this study adds empirical support for the HR—engagement—performance route to the body of knowledge in HRM.
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1. Introduction

In today's business world, companies are always under pressure to improve performance, maintain a competitive edge, and adjust to the
ever-shifting needs of their workforce. In this regard, human resources (HR) practices are well known as strategic instruments that greatly
enhance the expansion, creativity, and productivity of a firm. Effective HR procedures, such performance reviews, training, incentives, and
collaborative decision-making, not only promote the growth of human capital but also have an impact on how workers view their own
worth in the company. The importance of employee engagement in influencing individual performance, teamwork, and organizational
outcomes has also come to light at the same time. The degree to which workers devote themselves emotionally and psychologically to their
jobs is known as employee engagement. In order to contribute to the success of the company, engaged employees are more likely to show
dedication, show initiative, and go above and beyond the call of duty. Engagement, however, is not a standalone phenomenon; leadership,
HR procedures, and corporate culture all have a significant impact on it. Although a substantial amount of research has demonstrated a
favourable correlation between HR practices and organizational success, there is an increasing need to comprehend the processes behind
this association. Employee engagement may serve as a mediating factor that aids in transforming HR strategy into quantifiable performance
outcomes, according to recent studies. However, empirical validation is still lacking, especially when it comes to integrating contemporary
analytical techniques like machine learning with conventional statistical approaches to more accurately forecast and comprehend perfor-
mance results. By investigating the mediating function of employee engagement in the connection between HR procedures and organiza-
tional performance, this study seeks to close that gap. Based on Social Exchange Theory, it is suggested that when businesses make invest-
ments in good human resources practices, workers are more likely to feel appreciated, supported, and dedicated, which raises engagement
levels. Employee engagement thus improves overall performance by enabling more effective contributions to the attainment of business
goals.

A comprehensive quantitative questionnaire that focused on three key constructs—HR practices, employee engagement, and organizational
performance—was created in order to examine this link. A series of validated items that were modified from the body of existing research
was used to measure each construct, and a S-point Likert scale was used to gather responses. Alongside conventional statistical methods,
the study incorporates machine learning algorithms to increase prediction accuracy and offer a more thorough examination of the mediating
effects. It is anticipated that this study will provide insightful information on the relationship between strategic HR efforts and
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organizational performance, and how employee engagement works as a bridge. Additionally, it aims to give company executives, legisla-
tors, and HR managers useful advice on how to use engagement as a strategic advantage.

The primary objectives of this study are to examine the impact of Human Resource (HR) practices on employee engagement, to assess the
influence of employee engagement on organizational performance, and to investigate the mediating role of employee engagement in the
relationship between HR practices and organizational performance.

1.1. Theoretical framework

This study is based on the Social Exchange Theory (SET), which provides a methodical explanation of how employee engagement through
HR policies may improve corporate performance. According to SET, connections in work environments are based on mutually beneficial
interactions. Employee engagement and involvement are likely to rise when companies adopt good HR policies, such as equitable pay,
opportunity for professional growth, and encouraging leadership. Human resources (HR) practices are the independent variable in this
paradigm that starts a positive feedback loop. Through the development of a work environment that encourages active involvement, devo-
tion, and employee pleasure, these strategies improve employee engagement, the mediating variable. The dependent variable, greater or-
ganizational performance, is anticipated to follow from increased employee engagement.

The model suggests a link between HR practices and performance results that is both direct and indirect (mediated). In particular:

e HR practices directly influence employee engagement.

e Employee engagement directly impacts organizational performance.

e HR practices may also influence performance indirectly through their effect on employee engagement.

The study evaluates the predictive ability of HR and engagement indicators on performance outcomes by combining quantitative modeling
and machine learning approaches in order to validate this conceptual framework. This makes it possible to verify the theoretical links
empirically and gain useful knowledge about which HR components have the greatest impact on performance.

H1: HR Practices positively influence Employee Engagement.

HR practices such as fair appraisals, recognition, and training programs enhance employees' motivation, satisfaction, and emotional con-
nection with their work. Effective HR initiatives foster a supportive environment that encourages employees to feel valued and invested in
their roles, leading to higher levels of engagement.

H2: Employee Engagement positively influences Organizational Performance.

Employee engagement, output, and quality all increase when they are engaged, which has a direct impact on company performance results.
Employees who are engaged are more likely to match their own aspirations with those of the company, which enhances productivity, client
happiness, and overall effectiveness.

H3: Employee Engagement mediates the relationship between HR Practices and Organizational Performance.

Organizational performance may not be directly impacted by HR strategies alone unless they improve employee engagement. HR efforts
influence organizational results through engagement, suggesting that good HR practices boost engagement, which in turn boosts organiza-
tional performance.

H1

EMPLOYEE

H1 ENGAGEMENT \_ H2
HR PRACTICES »| ORGANIZATIONAL
H2 PERFORMANCE

H3: Employee engagement mediates the relationship

between HR practices and organizational performance
Fig. 1: Hypotheses Development.

1.2. Hypotheses development

Drawing from the current literature and theoretical framework, this study posits a number of interconnected hypotheses that investigate
how HR practices impact organizational performance, with employee engagement serving as a mediating component. Effective human
resource practices, including clear communication, supportive management, equitable assessment procedures, and employee development
programs, are first thought to have a beneficial effect on employee engagement. Employee engagement, commitment, and motivation are
higher when they believe their company appreciates their work and fosters their development.

Second, there is an assumption that the success of the organization is directly and significantly impacted by employee engagement. Em-
ployee engagement usually results in better performance outcomes for both the person and the company, as engaged workers are more
creative, productive, and committed to the organization's objectives. The study concludes by positing that the connection between HR
practices and organizational performance is mediated by employee engagement. Employee engagement serves as a conduit via which HR
procedures impact the success of the business in this mediating function. This suggests that improved employee engagement is a partial or
complete mechanism via which HR strategies improve performance.

Based on these hypotheses, the empirical analysis will test the significance and strength of the direct and indirect relationships among the
key variables. The study also intends to improve the predictive understanding of how particular HR and engagement indicators contribute
to performance outcomes through the use of machine learning techniques.
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2. Review of literature

In management research, the connection between organizational performance and human resources (HR) practices has been extensively
studied. Research has repeatedly shown that effective HR procedures, including hiring and selection, training and development, perfor-
mance reviews, pay, and employee engagement, are essential for bettering employee outcomes and, in turn, the success of the company
(Becker & Huselid, 1998; Guest, 2011; Wright & Nishii, 2013). These procedures are not only administrative; they are strategic instruments
that help the workforce connect with the vision and goals of the company (Delaney & Huselid, 1996; Jiang et al., 2012).

The degree of employee involvement that HR policies promote has a major impact on their success, according to an increasing amount of
research (Saks, 2006; Albrecht et al., 2015). A crucial bridge in the HR-performance link is employee engagement, which is the level of
dedication, interest, and excitement that workers show for their jobs and the company (Kahn, 1990; Schaufeli & Bakker, 2004). Employers
who actively engage their staff typically see improvements in customer satisfaction, productivity, and turnover (Harter et al., 2002; Gallup,
2020).

The idea that the link between HR practices and performance results is mediated by employee engagement is also supported by empirical
research. By influencing workers' actions and emotional commitment to their jobs, HR policies may have an indirect as well as direct
impact on performance, according to this mediation (Bakker & Demerouti, 2008; Anitha, 2014). Training and development opportunities,
for example, have been demonstrated to boost engagement, which in turn leads to better organizational metrics like profitability and inno-
vation (Torraco & Swanson, 1995; Saks & Gruman, 2014).

Even with these realizations, a lot of earlier research has mostly depended on conventional statistical techniques and hasn't made full use
of predictive modeling techniques (Shmueli & Koppius, 2011; Min et al., 2016). In order to close this gap, the current study models and
forecasts organizational performance based on HR procedures and employee engagement levels using machine learning approaches. This
methodological improvement helps to put data-driven HR policies into practice by offering a more accurate and dynamic examination of
the linkages (Mikalefet al., 2018; Rai et al., 2021). While earlier studies provide strong foundations for understanding the HR—engagement—
performance relationship (Becker & Huselid, 1998; Saks, 2006; Albrecht et al., 2015), it is equally important to consider more recent
developments. Recent global reports indicate that employee engagement has declined for the first time in a decade in 2023, returning to
pre-pandemic levels, with disengagement costing the global economy nearly $8.8 trillion (Gallup, 2023; Quantum Workplace, 2023). This
underscores the urgency for organizations to design more agile and data-driven engagement strategies. At the same time, advances in HR
analytics and artificial intelligence (Al) have transformed HR practices. Studies from 2024 show that Al-driven HR systems are increas-
ingly applied in talent acquisition, engagement monitoring, training personalization, and pay equity decisions, requiring HR professionals
to develop new competencies in analytics and digital strategy (Jawaad & Singh, 2024). Similarly, Al-enabled e-HRM tools using sentiment
analysis and predictive modeling allow organizations to detect disengagement risks early and improve workforce planning (Shuck et al.,
2023).In the Indian context, the ITES sector continues to expand rapidly, with employment projected to grow by 20% in 2025, particularly
in Al, cybersecurity, and cloud computing roles (Business Standard, 2025; NASSCOM, 2025). Hyderabad alone employed over 905,000
IT/ITES professionals across 1,500 firms as of 2023, reflecting the sector’s regional dominance (Government of Telangana, 2023). These
emerging trends highlight the importance of engagement-focused HR practices, not only for boosting performance but also for sustaining
workforce competitiveness in a technology-driven economy.

3. Methodology

This study uses a quantitative, cross-sectional research design in the context of the ITES (Information Technology Enabled Services)
industry to investigate how employee engagement mediates the relationship between HR practices and organizational performance. Both
statistical hypothesis testing and machine learning techniques are applied for predictive insights. 300 valid responses from workers in
BPOs, KPOs, call centers, and shared service centers were obtained from a structured online survey that was administered using a non-
probability convenience sampling technique. The target population is made up of professionals who work in India's ITES sector. To ensure
participant confidentiality and informed consent regarding the study's goal, Google Forms was used for data collection. Demographic
information (age, gender, education, job level, and years of experience), HR practices (measured on a 5-point Likert scale), employee
engagement (measured through vigor, dedication, and absorption), and organizational performance (measured using self-assessed perfor-
mance indicators on a Likert scale) were all included in the research instrument. To validate the suggested relationships, data analysis
included descriptive statistics, reliability analysis, and hypothesis testing, including mediation analysis. To test the conceptual framework
and path relationships, SmartPLS (SEM-PLS) was used to conduct structural equation modeling, which improved the findings' rigor and
predictive power.

4. Data analysis

4.1. Descriptive statistics

In order to investigate the central tendency and dispersion of the three main variables—HR Practices (HR_Score), Employee Engagement
(EE_Score), and Organizational Performance (OP_Score)—descriptive statistics were calculated. Based on 300 valid responses, the results
showed that the mean score for HR Practices was 3.62 (SD = 0.61), reflecting a moderately positive perception of HR initiatives among
employees; the mean score for Employee Engagement was 3.75 (SD = 0.50), indicating that participants generally reported a high level of
engagement with their work and organizational environment; and the mean score for Organizational Performance was 3.91 (SD = 0.61),
indicating a favourable perception of the effectiveness and results of the organization.

According to a 5-point Likert scale, the values of all three variables ranged from 1.00 to 5.00 (or nearly so). Since there was little variation
in the replies, as indicated by the comparatively low standard deviations, the majority of respondents likely had similar opinions on HR
procedures, employee involvement, and performance evaluations. These findings offer fundamental backing for other inferential investi-
gations, including predictive modelling and mediation.
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Table 1: Descriptive Statistics

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

HR Score 300 1.00 5.00 3.6160 .60874
EE Score 300 1.80 4.80 3.7500 .49796
OP_Score 300 1.80 5.00 3.9080 .61306
Valid N 300
4.2. Mediation analysis

EE Score

h=.6942
HR Score OP Score
L > -
C=1835
Indirect effect=.3017

Fig. 2: Mediation Analysis.

e Patha(HR — EE)

e B=0.4346,p <.001, CI=[0.3831, 0.4861]

e Important: HR procedures significantly and favourably impact employee engagement.

e Path b (EE — OP)

e B=0.6942, p <.001, CI=[0.6148, 0.7736]

e Important: Improved organizational performance is almost always predicted by engaged employees.
e Path ¢’ (Direct effect of HR — OP, controlling for EE)

e B=0.1835p<.001, CI=[0.1186, 0.2485]

Still important: HR procedures directly impact performance even after considering involvement.

This means partial mediation.

e Indirect effect (a x b)

e B=0.3017, 95% Bootstrap CI =[0.2412, 0.3608]

e (I does not include 0 — the mediation is statistically significant.

To examine whether Employee Engagement (EE_Score) mediates the relationship between HR Practices (HR Score) and Organizational
Performance (OP_Score), a mediation analysis was conducted using PROCESS Macro v5.0 (Model 4; Hayes, 2022) with 5,000 bootstrap
samples.

The analysis showed that HR practices significantly predicted employee engagement (path a: B = 0.4346, SE = 0.0262, p <.001), and both
HR practices and employee engagement significantly predicted organizational performance (path b: B = 0.6942, SE = 0.0404, p < .001;
path ¢': B=0.1835, SE =0.0331, p <.001). The indirect effect of HR practices on organizational performance via employee engagement
was significant (B = 0.3017, BootSE = 0.0305, 95% CI [0.2412, 0.3608]). Since the confidence interval does not include zero, mediation
is supported. This suggests that employee engagement partially mediates the relationship between HR practices and organizational perfor-
mance. Overall, the model explained 46.03% of the variance in organizational performance (R? = .4603) and 28.22% of the variance in
employee engagement (R? =.2822).

4.3. Measurement model assessment
4.3.1. Reliability and validity test

All of the latent variables in this study had good construct validity and internal consistency, according to the findings of the reliability and
convergent validity analyses. The indicators of each construct exhibit remarkable internal consistency, with the Cronbach's alpha values
for Organizational Performance (0.996), HR Practices (0.931), and Employee Engagement (0.903) being much above the acceptable cutoff
of 0.70. In a similar vein, dependability is further confirmed by composite reliability (tho c) values for EE (0.929), HR (0.947), and OP
(0.997) exceeding the suggested threshold of 0.70. The average variance extracted (AVE) values for EE (0.724), HR (0.784), and OP
(0.985) are all over 0.50, supporting convergent validity and showing that each construct accounts for a significant amount of the variance
of'its indicators. Overall, these findings confirm that the measurement model has excellent convergent validity and reliability, guaranteeing
that the constructs are measured precisely and can be used with confidence in the study's subsequent structural model analysis.

Table 2: Reliability and Validity Test

Cronbach's alpha Composite reliability (rho a) Composite reliability (tho c) Average variance extracted (AVE)
EE 0.903 0.903 0.929 0.724
HR 0.931 0.966 0.947 0.784

(0) 0.996 0.996 0.997 0.985
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4.3.2. Discriminant validity: Fornell-Larcker criterion and HTMT- heterotrait-moneotrait ratio

We used the Heterotrait-Monotrait (HTMT) ratio of correlations and the Fornell-Larcker criterion to evaluate the measurement model's
discriminant validity. Per the Fornell-Larcker results, there is acceptable discriminant validity among the constructs because the square
roots of the AVE values for Organizational Performance (0.993), HR Practices (0.885), and Employee Engagement (0.851) are greater
than their corresponding inter-construct correlations. Discriminant validity is further confirmed by the inter-construct correlations being
below the diagonal AVE square root values. The cautious threshold of 0.85 is not met by the HTMT values between EE and HR (0.405),
EE and OP (0.677), or HR and OP (0.384), indicating that discriminant validity is also established in accordance with the HTMT criterion.
These findings lend credence to the suitability of the measurement model for additional structural analysis since they show that the con-
structs in this study are different from one another and measure distinct concepts.

Table 3: Discriminant Validity: Fornell-Larcker Criterion and Heterotrait-Monotrait Ratio
a) Fornell-Larcker Criterion

EE HR OP
EE 0.851
HR 0.379 0.885
OP 0.642 0.384 0.993
b) HTMT Criterion
EE HR oP
EE
HR 0.405
oP 0.677 0.384

4.3.3. Factor loading

Employee engagement has a high positive impact on organizational performance (p = 0.580), and HR practices have a positive impact on
employee engagement (B = 0.379), according to the SmartPLS structural model. Additionally, there is a lesser direct influence of HR
practices on organizational performance ( = 0.164), suggesting that employee engagement plays a partly mediating role. With indication
loadings ranging from 0.190 to 0.211 for EE goods, 0.197 to 0.203 for OP products, and 0.135 to 0.247 for HR items, the measurement
reliability is deemed satisfactory. This lends credence to the study's conclusion that HR procedures encourage employee engagement,
which in turn boosts organizational performance in the ITES industry.

0379 HR 1 0380 EES OP 1

0.984 opP2
0.995

0.164 > 1 » OP3
0997.
0.991 OP4

oP
HR5 0P5

Fig. 3: PLS Path Model.
4.3.4. Model fit

Chi-square, d_ULS, d G, Standardized Root Mean Square Residual (SRMR), and the Normed Fit Index (NFI) were used to evaluate the
model fit for both the saturated and estimated models. Although it is marginally higher than the optimal cut-off of 0.08, the SRMR value
of 0.099 is still within the acceptable range for exploratory PLS-SEM research, suggesting a manageable model fit. The d ULS (1.171)
and d_G (8.103) values do not by themselves indicate poor fit; rather, they are mainly utilized for comparative evaluation in PLS-SEM.
Careful interpretation is advised due to the high Chi-square value (5518.442), which is common for complex models and large sample
sizes. Because PLS-SEM is prediction-oriented, lower NFI values are typical; yet, the value of 0.589 is still appropriate for exploratory
research even though it falls below the traditional threshold of 0.90. In an exploratory predictive PLS-SEM framework, the model shows
a satisfactory fit for additional interpretation, even though some fit indices point to possible areas for model improvement.

Table 4: Model Fit

Saturated model Estimated model
SRMR 0.099 0.099
d ULS 1.171 1.171
dG 8.103 8.103
Chi-square 5518.442 5518.442
NFI 0.589 0.589

4.3.5. R square

HR practices account for 14.3% of the variance in employee engagement, according to the R2 value of 0.143, indicating a modest level of
explanatory power. With an R2 of 0.435 for organizational performance, HR procedures and employee engagement jointly account for
43.5% of the variation, indicating a reasonable level of predictive strength in the context of ITES.
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Fig. 4: R Square.

Table 5: R Square

R-square R-square adjusted
EE 0.143 0.14
orP 0.435 0.432

4.4. Structural model assessment

According to the PLS-SEM bootstrapping results, all path coefficients in the structural model are statistically significant at p < 0.001, as
indicated by the 0.000 values on all paths, confirming strong empirical support for the hypothesized relationships (Hair et al., 2019). In
particular, HR practices significantly predict employee engagement, and both HR practices and employee engagement significantly predict
organizational performance; the model explains 49% of the variance in organizational performance and 14.3% of the variance in employee
engagement, demonstrating moderate explanatory power. These results show that improving HR practices increases employee engagement,
which in turn significantly drives organizational performance. These findings are consistent with previous SEM best practices that advise
bootstrapping to confirm the stability and significance of path estimates (Hair et al., 2019; Henseler et al., 2009).

EE1

0.000 EE2
0.000
0.000—» EE3
0.000.
EE4
a0
0000 HR 1 0000 EES OP1
0.000 HR?2 0.000 oP2
oo 0000
0.000==» HR3 =——0001 0.000—» OP3
0,000
Ny HR4 o OP4
HR [).UUU\ op 0.000
HR5 OP5

Fig. 5: Structural Model.

4.4.1. Graphical output

HR practices have a good impact on employee engagement (f = 0.379) and a smaller direct impact on organizational performance (f =
0.164), according to the SmartPLS structural model. Consequently, there is a large positive correlation between employee engagement and
organizational performance (§ = 0.580), suggesting that engaged individuals greatly improve organizational outcomes. The HR, EE, and
OP indicators' outer loadings are all over 0.13, indicating a satisfactory level of indication dependability. Understanding the HR-Engage-
ment-Performance pathway within the ITES sector is the study's goal, and the model supports the partial mediation function of employee
engagement between HR practices and organizational performance.

EE1 EE2 EE3 EE4 EES

!

013 019 0206 0211 0195

0P
HR 1

0580, 000 op2
EE 0197

0240 o6t 0202—»  OP3
HR3 40,135 69.850 : 0203
il op LB O
HR4
020 R

HR2 0247 0379

0P5
HRS

Fig. 6: Graphical Output.



International Journal of Accounting and Economics Studies 7

4.5. Path coefficients

Table 6: Path Coefficients

Original sample (O) Sample mean (M) 2.50% 97.50%
EE -> OP 0.58 0.577 0.451 0.688
HR > EE 0.379 0.381 0.254 0.496
HR -> OP 0.164 0.164 0.071 0.259

The path coefficients and their related bootstrap confidence intervals are shown in the study, demonstrating the importance and potency of

the model's proposed relationships:

e EE — OP (B=0.58,95% CI: 0.451-0.688): There is a significant and positive correlation between employee engagement and organi-
zational performance, suggesting that more employee engagement significantly improves organizational results in the ITES industry.

e HR — EE (=0.379,95% CI: 0.254-0.496): HR practices have a moderately positive and substantial impact on employee engagement,
indicating that encouraging employee engagement requires good HR practices.

e HR — OP (B=0.164, 95% CI: 0.071-0.259): HR practices also have a positive but weaker direct influence on organizational perfor-
mance, indicating that although they do have an impact on performance, it is more significant when employee engagement acts as a
mediator.

Statistical significance is confirmed by the 95% ClIs for all pathways, not including zero. These results confirm the study's conceptual

approach, which emphasizes the mediating function of engagement in the HR-performance relationship and shows that HR policies im-

prove organizational performance both directly and indirectly through employee engagement.

5. Discussion

This study examined how employee engagement functions as a mediator in the link between organizational performance and HR practices
in the Indian ITES industry. According to the findings, employee engagement plays a role in mediating the HR-HR-performance relation-
ship. This is consistent with the Social Exchange Theory, which holds that encouraging HR policies helps employees feel valued and
reciprocated, which in turn improves their engagement and performance.

The analysis showed that HR practices have a significant impact on employee engagement (f = 0.379), which is in line with earlier findings
(Becker & Huselid, 1998; Saks, 2006). This highlights the importance of practices like fair appraisals, training, and recognition in encour-
aging psychological investment and dedication among employees. The idea that engaged employees are more creative, productive, and in
line with company objectives is further supported by the fact that employee engagement has a significant influence on organizational
performance ( = 0.580) (Kahn, 1990; Schaufeli & Bakker, 2004). Furthermore, the direct effect of HR practices on performance ( =
0.164) shows that, although engagement is a crucial channel, HR practices also boost performance through mechanisms including a sup-
portive atmosphere and better work procedures.

A substantial indirect impact (B = 0.3017) was found in the mediation study, indicating that employee engagement plays a role as a partial
mediator in the link between HR and performance. HR and engagement are practically relevant in driving organizational results inside
ITES, as evidenced by the modest predictive power of the explained variance values (R2 = 0.143 for engagement and R2 = 0.435 for
performance). Compared to other studies, this one was methodologically more advanced since it combined PLS-SEM with SHAP-based
machine learning feature significance and IPMA analysis to improve predictive insights. However, it is important to note that the study
relied on self-reported measures of both employee engagement and organizational performance, which may introduce common method
bias. While the strong statistical results lend credibility to the findings, future studies could incorporate multi-source data—such as super-
visor evaluations, HR records, or objective performance metrics—to reduce potential bias and provide a more holistic validation of the
HR-engagement—performance pathway. In India's cutthroat ITES market, HR managers and policymakers must prioritize engagement-
centric HR practices since they produce substantial organizational advantages. These findings bolster a strategic HR strategy.

6. Theoretical and practical implications

By experimentally confirming the mediating function of engagement using both conventional statistical methodologies and machine learn-

ing approaches, this work theoretically expands the HRM-performance literature. In response to requests for more data-driven and predic-

tive HR analytics (Shmueli & Koppius, 2011; Mikalef et al., 2018), this methodological innovation provides a comprehensive knowledge

of how HR efforts may be strategically used to improve success. From a practical perspective, the findings highlight how crucial it is for

HR managers and organizational leaders to make employee engagement a top priority. The effectiveness of the company is expected to

increase significantly as a result of investments in HR practices that promote engagement, such as open communication, recognition initi-

atives, and growth prospects.

Specifically, ITES firms can benefit from implementing:

e Structured recognition programs, such as peer-to-peer recognition platforms or monthly “employee spotlight” initiatives, to reinforce
positive behaviors.

¢ Continuous learning and upskilling opportunities, including digital training modules on emerging ITES technologies (Al, cloud com-
puting, cybersecurity) and leadership development workshops.

e Wellness and work-life balance programs, such as flexible work arrangements, mental health support sessions, or stress management
workshops tailored to the high-pressure ITES environment.

e Transparent and fair performance appraisal systems, using multi-source (e.g., 360-degree) feedback to strengthen trust and credibility.

e Career progression frameworks, including mentorship programs and clear promotion pathways, to enhance retention and reduce attri-
tion.

Companies should take a comprehensive strategy, integrating engagement programs with other performance-boosting tactics, according to

the partial mediation that was noted.

1) Comparison with Previous Studies

Anitha (2014) and Bakker and Demerouti (2008) claim that the findings are consistent with other studies that emphasized the significance

of participation in the HR-performance link. However, our study adds to the literature by highlighting these links in the context of the

vibrant and rapidly growing Indian ITES industry.
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2) Limitations and Future Research

The research has certain limitations despite its contributions. First, the reliance on a cross-sectional design restricts the ability to draw
causal inferences between HR practices, employee engagement, and organizational performance. While the results support the hypothe-
sized relationships, future studies should employ longitudinal designs or experimental interventions to better establish causality and track
changes over time. Second, the study relies on self-reported measures, which may introduce common method bias. Although statistical
tests such as Harman’s single-factor test could be used to evaluate and mitigate this concern, future research should ideally incorporate
multi-source data (e.g., supervisor assessments, archival performance records) to strengthen validity. Finally, a more comprehensive un-
derstanding of the HR-performance link could be achieved by exploring additional moderators (e.g., leadership style, organizational cul-
ture) and mediators (e.g., organizational commitment, psychological safety). Addressing these aspects in future studies would provide
deeper insights into the mechanisms driving organizational performance in the ITES sector.

7. Conclusion

This study offers solid empirical support for the idea that, in the Indian ITES sector, employee engagement plays a role in mediating the
link between HR practices and organizational success. Engaging employees and improving organizational performance, both directly and
indirectly, are two benefits of effective HR strategies. This study provides a thorough, data-driven knowledge of how strategic HR efforts
may result in long-term organizational performance and conventional statistical methodologies. The results draw attention to the fact that,
in a business climate that is changing quickly, creating an engagement-centric HR environment is crucial for boosting organizational
performance and competitive advantage, in addition to employee well-being. In addition to its theoretical and practical contributions, the
findings underscore the ethical dimension of HR practices. Transparent appraisals, fair recognition systems, and equitable career opportu-
nities are not only engagement drivers but also align with broader governance and accountability frameworks. Ethical HR practices
strengthen employee trust, reduce workplace inequities, and enhance organizational integrity, thereby supporting both firm-level perfor-
mance and compliance with societal expectations. In today’s rapidly evolving business climate, creating an engagement-centric and ethi-
cally grounded HR environment is essential—not only for boosting organizational competitiveness but also for advancing employee well-
being and upholding governance standards.
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