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Abstract

Introduction: Women entrepreneurs encourage innovation. They contribute to the creation of jobs and the expansion of
the Indian industry. They struggle to grow and compete in dynamic markets due to limited resources, networks, and
technology.

The purpose: This study is to examine how entrepreneurial leadership and social capital influence the inventions of

Indian women entrepreneurs and their business performance. It also examines the moderating effect of innovation skills
on enhancing company success.

Research Gap and Objectives: Despite growing acknowledgement of women entrepreneurs, research on leadership,
social capital, and creativity in Indian women-owned SMEs is minimal. The study looks at the direct effects of
entrepreneurial leadership and social capital on business performance and the ability to come up with new ideas. It also
looks at the role that innovation capability plays in these effects.

Methods: The research examines 375 women-owned small and medium enterprises in India. We used SEM via partial
least squares (PLS) to analyse structured questionnaire data and determine variable correlations.

Results: Entrepreneurial leadership and social capital improve business creativity and efficiency. Innovative capability
mediates the connection between entrepreneurs, leadership, social capital, and corporate performance, underscoring its
significance.

Discussion: The findings suggest that female Indian entrepreneurs require leadership and strong networks of connections
to maximise their creativity. A fast-changing business environment requires Al-driven innovation to solve problems and
achieve competitiveness.

Originality: This study shows how entrepreneurial leadership, social capital, and creativity help Indian women-owned
SMEs. Al innovation advances women entrepreneurs' profitability.

Keywords: Entrepreneurial leadership; social capital; business performance; women entrepreneurs; innovation
capability; Al innovation.

1. Introduction
Women-led SMEs, especially in Karnataka, are essential to innovation, job creation, and inclusive
growth in India. These women entrepreneurs overcame larger organisations by quickly adapting to
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market changes. Their role in economic development is essential, as they stimulate corporate
expansion, promote innovation, and strengthen communities [10].

In 2022, women entrepreneurs in India constituted 20% of all MSMEs and contributed 3.9% to the
nation's GDP, an increase from 3% in 2017 (Ministry of MSME, 2022). This shows the need for
strategic empowerment to help women entrepreneurs scale their impact and boost economic
development. Women-led SMEs, especially in Karnataka, are essential to innovation, job creation,
and inclusive growth in India [11][12]. These women entrepreneurs overcame larger organisations by
quickly adapting to market changes. Their role in economic development is essential, as they
stimulate corporate expansion, promote innovation, and strengthen communities [9]. In 2022, women
entrepreneurs in India constituted 20% of all MSMEs and contributed 3.9% to the nation's GDP, an
increase from 3% in 2017 (Ministry of MSME, 2022). This shows the need for strategic
empowerment to help women entrepreneurs scale their impact and boost economic development.

The Resource Advantage Theory (RAT) (Hunt & Morgan, 1997) and Dynamic Capability (DC)
paradigm (Teece, 1997) are strengthened by illustrating how social capital and entrepreneurial
leadership assist women-led SMEs in Karnataka succeed. Rat asserts that competitive advantage
necessitates distinctive organisational resources, encompassing social networks and leadership [1][3].
The DC framework fosters innovation to sustain competitiveness in a changing context. To run their
businesses and create collaborative networks for capital, markets, and mentorship, women
entrepreneurs in Karnataka require entrepreneurial leadership. Al-driven innovation, in conjunction
with this leadership, boosts corporate competitiveness by facilitating data-driven decision-making,
optimising operational efficiency, and enhancing consumer engagement [2].

To empower women entrepreneurs in Karnataka, prioritise:

1. Improve capital access: offer personalised financial solutions.

2. Promote innovation ecosystems: Enhance Al adoption via education and financial incentives.

3. Develop social capital: Networks and mentoring foster trust and information exchange.
Entrepreneurship, social capital, and Al innovation have the potential to help Karnataka women
entrepreneurs succeed, improve business performance, and promote India's economic growth and
inclusiveness.

2. Background of this Study

Innovating, creating jobs, and promoting social inclusion, Indian women entrepreneurs are changing
the economy. [13][15] contend that women-led SMEs have significant resilience and adaptability,
qualities essential for overcoming economic difficulties and promoting equitable growth.
Notwithstanding financial limitations, market restrictions, and societal norms, female entrepreneurs
leverage their expertise, networks, and determination to achieve success. This research enhances the
resource-based view (RBV) by incorporating additional elements and utilising the Digital Dynamic
Capability Theory (DCT) in the context of women-led [5][4]. Women entrepreneurs comprised 20%
of India's MSMEs and 3.9% of its GDP in 2022, up from 3% in 2017 (Ministry of MSME, 2022).
This expansion indicates the increasing significance of women-owned businesses and the demand for
stronger support systems to enable female entrepreneurs even more[7][8].

RAT of Competition (Hunt & Morgan, 1997) and the DC framework (Teece, 1997) underpin this
study. Social capital and entrepreneurial leadership are essential to RAT's competitive advantage and
financial prosperity.
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The DC framework underscores an organization's capacity to identify opportunities, capitalise on
them, and reallocate resources to swiftly adapt to market dynamics.

Women entrepreneurs rely on social capital, which includes networks, conventions, and trust, as well
as group activities. It helps women-led SMEs overcome structural barriers by providing market
opportunities, mentorship, and crucial resources [16][17]. Indian women entrepreneurs use
community networks and informal support to solve business problems. Numerous research studies
have investigated the impact of social capital on financial and non-financial performance outcomes,
producing inconsistent findings Women entrepreneurs also require leadership. executives improve
business performance and adjust to changing market needs by employing leadership attributes such as
vision, risk-taking, innovation, and proactivity[18][20]. Entrepreneurial leadership and business
performance are context-dependent, since some research have shown inconsistent outcomes The
implementation of Al-driven technology is essential for fostering innovation and providing women-
led SMEs with a competitive advantage. Al technologies enable predictive analytics, data-driven
decision-making, and process optimisation, helping businesses spot market trends, improve
operations, and engage customers [21][22]. Women-led SMEs can improve their competitive
standing in dynamic marketplaces and substantially increase their innovation potential by
incorporating Al into their operations. Despite increasing awareness of women entrepreneurs'
contributions, studies investigating the interaction of social capital, entrepreneurial leadership, and
inventive skills in affecting business success, especially in India, remains scarce. This study examines
how these factors affect female entrepreneurs and Al-driven innovation to bridge this gap [23][24].
The study's findings aim to support and encourage women entrepreneurs. Inclusiveness, and
sustainable economic growth in India, and offer insightful information to policymakers and business
executives.

3. Research Objectives/Hypothesis

This study aims to establish a conceptual framework to examine the correlations among
entrepreneurial leadership, social capital, Al-driven innovation, and business performance, with an
emphasis on empowering women entrepreneurs in India.

The objectives of the study:

1. Examine the significance of social networks, trust, and shared norms in encouraging creativity
through Al adoption and implementation in Indian women-led SMEs.

2. Analyse how vision, risk-taking, and responsiveness in entrepreneurial leadership affect Al
adoption and advancement in woman-led SMEs in India.

3. Examining how social and cooperative networks boost financial and non-financial performance of
Indian women-led SMEs.

4. Assess how entrepreneurial leadership affects growth, competitiveness, and success in Indian
woman-led SMEs.

5. Analyse how Al-driven innovation boosts operations, customer engagement, and overall
performance gains for women-led SMEs in India.

6. Examine how Al-driven innovation strengthens social capital, entrepreneurial leadership, and
business success in women-led SMEs for long-term growth.

The hypotheses formulated based on the proposed framework are as follows:

H1: Social capital significantly It enhances Al-driven innovation capacities in women-led SMEs in
India.

H2: Women-led SMEs in India benefit greatly from entrepreneurial leadership in Al-driven
innovation.

H3: Social capital considerably boosts economic success for women-led SMEs in India.

314



—

LEX LOCALIS-JOURNAL OF LOCAL SELF-GOVERNMENT F e S
ISSN:1581-5374 E-ISSN:1855-363X ‘ Lb)i.‘_f
VoL. 23, No. $3(2025) LOCALIS

H4: Entrepreneurial leadership improves business performance for women-led SMEs in India.
H5: Al-driven innovation boosts business performance for women-led SMEs in India.

H6: The relationship between entrepreneurial women-led SMEs in India mediates leadership and
business performance. Al-driven innovation.

H7: Al-driven innovations influence the link between social capital and business performance in
women-led SMEs in India.

This framework underscores the importance of entrepreneurial leadership and social capital, and Al-
driven innovation is assisting women entrepreneurs in India in overcoming obstacles. This framework
assists women entrepreneurs in India in overcoming challenges, achieving competitive advantages,
and promoting sustainable business growth.

4. Conceptual Model

Conceptual Model: Empowering Women Entrepreneurs in India.

The conceptual model developed for this study integrates entrepreneurial leadership, social capital,
Al-driven innovation capabilities, and business performance to examine their interrelationships in
the context of women-led SMEs in India. This model is structured to capture the interplay between
critical drivers of business success and highlights the mediating role of innovation capabilities in
empowering women entrepreneurs.

Key Components of the Model

1. Entrepreneurial Leadership

the vision, creativity, and strategic concentration of women entrepreneurs. It promotes risk-taking,
proactiveness, and creativity, which boost Al-based innovation and business performance.

2. Social Capital

Social capital includes networks, trust, and collaborative norms that help women entrepreneurs obtain
resources, penetrate new markets, and find mentorship. Sharing resources and engaging through
social capital can boost creativity and commercial results.

3. Ability to innovate using Al

The capacity of women-led SMEs to implement and leverage Al technology for product innovation,
process enhancement, and improved market adaptability. It links entrepreneurial leadership and social
capital to the business performance.

3. Performance of Businesses

The business performance aspect examines women-led SMEs' profitability, market share, and
sustainability. Entrepreneurial leadership, social capital, and Al-driven innovation improve corporate
outcomes

Performance

leadership
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The importance of the model

The suggested approach is beneficial both theoretically and practically, particularly for women-led
Indian SMEs. The model illustrates the impact of entrepreneurial leadership, social capital, Al-driven
innovation, and company performance on the success of women entrepreneurs.
The model uses Al-driven innovation as both a separate factor and a link between factors, making the
Resource-Based View (RBV) and Digital Dynamic Capability Theory (DCT) better. This improves
comprehension of the impact of technological improvements, leadership characteristics, and social
networks on SME performance.

Policymakers, business leaders, and women entrepreneurs can all benefit from the method's useful
recommendations. It underscores the significance of social capital and entrepreneurial leadership in
the adoption and innovation of Al. Women-led SMEs can increase competitiveness, sustainable
economic growth, and the economy.

The model illustrates the mediation of leadership, social capital, and commercial outcomes by Al-
driven innovation. This knowledge helps SMEs deploy Al, allocate resources, and overcome
structural constraints, boosting financial and non-financial results.

The idea helps women entrepreneurs overcome challenges, capitalise on opportunities, and prosper in
changing business environments.

The Hypothesized Relationships in the Proposed Model

The hypothesized relationships in the proposed model are categorized as follows:

1. Direct Effects

° Social capital and entrepreneurial leadership show a direct effect on Al-driven innovation
skills (H1, H2).

° Social capital and entrepreneurial leadership have a direct influence on business performance
(H3, H4).

° Al-driven innovation capabilities directly improve business efficiency (H5).

2. Mediating Effects

« H6: Al-driven innovation capabilities serve as a mediator between entrepreneurial leadership and
business performance.

« H7: Al-driven innovation mediates the relationship between social capital and business
performance.

The current model highlights the significance of entrepreneurial leadership, social capital, and Al-
driven innovation in assisting women entrepreneurs in India to surmount hurdles, get competitive
advantages, and promote sustainable business success.

5. Research Methodology

The Karnataka Department of Trade and Commerce's list of registered Small and Medium Enterprises
(SMEs) was the study's goal. Businesses had to be up and running for at least a year in order to be
eligible for the study. There are 2,887 SMEs in Karnataka, which are divided between 2,735 small
businesses and 152 medium-sized businesses. The necessary sample size was determined to be 352
SMEs using Slovin’s Methodology.

To make sure the sample represented the respective sizes of the two SME categories, a proportional
random sampling technique was employed. The chance of selection was higher for larger categories.
333 small businesses and 19 medium-sized businesses made up the final sample.

The study employed a stratified random sample technique to choose the SMEs. First, the Karnataka
Department of Trade and Commerce's statistics categorised enterprises. A random number generator
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was thereafter employed to select the participants. The final responders—333 small company owners
and 19 medium-sized business owners—had lead their enterprises for at least a year.

Research Instruments

The principal study tool was a structured questionnaire, disseminated through two methods:
personally given questionnaires (hand-delivered to participants) and email-based questions. The
survey employed a 5-point Likert scale to gather data about participants' thoughts and perceptions.
The research assessed numerous essential variables:

1. SME Business Performance: This was assessed using five factors delineated by Hudson et al.
(2001): quality, timing, financial performance, customer satisfaction, and human resources.
2. Innovation Capability: This was assessed using various indicators, including learning capability
3. Social Capital: The factor was assessed through three dimensions—relational capital, cognitive
capital, and structural capital.

4. Entrepreneurial Leadership: Entrepreneurial leadership was assessed using five fundamental
behaviours: Reactiveness, Risk taking, Innovation, Establishment and Ethics

Before the comprehensive data collection, the questionnaire was subjected to a validity and reliability
evaluation via a pilot test with 30 SME respondents in Karnataka. The pilot test findings validated the
questionnaire items as both valid and reliable, confirming their suitability for subsequent application.
The stringent testing procedure confirmed the instrument's capacity to precisely collect the necessary
data for the investigation.

6. Literature Review (aligned to objectives)

1. Social Capital and Al-Driven Innovation Capabilities

Businesses, especially women-led SMEs, need social capital—social networks, norms, and trust—to
access tools, resources, and expertise needed for innovation [26][27]. Social capital helps
entrepreneurs connect with financial institutions, legislators, and industry mentors, fostering
collaboration and innovation [28][29]. Indian women entrepreneurs might improve Al-driven
innovation capabilities to streamline operations and develop solutions tailored to certain markets by
leveraging their social networks and linkages. Studies show that cognitive, relational, and structural
social capital affect technological adoption and innovation performance [30][31].

2. Entrepreneurial Leadership and Al-Driven Innovation Capabilities

Entrepreneurial leadership has been defined by a visionary perspective, propensity for risk, and focus
on innovation [32][33]. In order to promote creativity and implement Al-driven innovation within
their businesses, women entrepreneurs frequently display these qualities. Research reveals
entrepreneurial leadership develops tactics, motivation, and communication that drive innovation
[34][35]. Research indicates that leaders' capacity to motivate and empower teams fosters innovative
behaviour, allowing SMEs to maintain competitiveness in dynamic marketplaces [36][37].
Leadership among women entrepreneurs in India promotes the integration of Al technologies,
resulting in innovative solutions that address market needs.

3. Social Capital and Business Performance

Social capital enhances the success of SMEs by providing access to both financial and non-financial
resources.[38][39]. For women-led SMEs in India, social capital helps them reach more markets and
better engage customers. Studies indicate that social capital enhances financial performance and
operational efficiency [40]. Nevertheless, certain research has shown inconclusive outcomes,
indicating that the influence of social capital on corporate performance may differ based on the
setting [41][42]. In India, women entrepreneurs have recognised the relational and structural
components of social capital as key factors in their business growth.
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4. Entrepreneurial Leadership and Business Performance.

SME effectiveness depends on entrepreneurial leadership integrating business goals with market
possibilities [43]. Women entrepreneurs in India frequently have leadership attributes that allow them
to overcome problems, foster creativity, and efficiently manage resources. Research indicates that
entrepreneurial leadership significantly contributes to corporate success, with attributes such as
vision, innovation, and proactive behaviour positively impacting business results [44[. Some
leadership attributes, such as a proactive attitude, may not always directly effect performance,
requiring further research in India [45].

5. Al-Driven Innovation Capabilities and Business Performance.

With Al-driven innovation, SMEs may generate new products, optimise processes, and improve
decision-making [46] found that Al technologies improve corporate performance by providing
predictive insights, simplifying supply chains, and personalising client offerings. Women
entrepreneurs in India who use Al-driven innovation have achieved a competitive edge and market
reach. Research indicates that innovation capabilities are essential for enhancing both financial and
non-financial performance in SMEs (Saunila et al., 2014).

6. Mediating Role of Al-Driven Innovation Capabilities.

The relationship between social capital, entrepreneurship, and business performance is well-
established. Research demonstrates that strong social networks and relationships foster innovative
practices, leading to improved organisational performance (Huang &amp; Chen, 2017; Prihadyanti,
2010). Entrepreneurial leadership encourages creativity and adaptation, which boosts innovation
(Fontana &amp; Musa, 2017). The use of Al technologies in India's women-led SMEs amplifies these
effects by providing advanced instruments for decision-making and problem-solving. Innovation
capabilities mediate performance, social capital, and leadership, underscoring their significance in
competitive advantage (Bagheri, 2017; Jafri et al., 2014).

7. Strategic Framework for Empowering Women Entrepreneurs

The literature emphasises entrepreneurial leadership, social capital, and Al-driven innovation as ways
to help women entrepreneurs overcome systemic constraints and succeed. Indian women
entrepreneurs may grow sustainably and boost the economy by creating innovative ecosystems, social
networks, and leadership skills (Ali &amp; Iskandar, 2016). The suggested framework aligns these
components, creating an environment that allows women-led SMEs to thrive in dynamic
marketplaces (Purwati et al., 2020).

7. Discussion

Analysis of Structural Equation Model with AMOS

This study created a theoretical model based on the research framework's principles and aspects.
Structural Equation Modelling (SEM), a reliable statistical method that combines measurement and
structural models, was used to examine the suggested links. Because it enables the simultaneous
study of several variables, including direct and indirect effects, SEM is especially well-suited for
assessing complicated interactions.

We used AMOS 4 software for data processing and SEM analysis since it can handle multivariate
data and reliably estimate variable associations. AMOS is particularly effective for the validation of
theoretical models and the testing of research hypotheses.

The study utilised the SEM approach to assess model fit and analyse the relationships between
entrepreneurial leadership, social capital, Al-driven innovation capabilities, and business
performance. This analysis facilitated the examination of direct and mediating effects, thus
confirming the research hypotheses. The findings offer insights into the factors affecting the success
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of women-led SMEs in Karnataka, India, highlighting the roles of Al-driven innovation, leadership
traits, and social networks in enhancing business performance.
Data Analysis and Results
Analysis of Structural Equation Model with AMOS
This research developed a theoretical model based on the concepts and dimensions specified in the
research framework. We used structural equation modelling (SEM), a robust statistical technique that
integrates measurement and structural models to analyse the proposed relationships. Structural
Equation Modelling (SEM) is a beneficial way to look at complex relationships because it lets you
look at many variables at once and consider both direct and indirect effects.
Because of its multivariate data handling and variable relationship estimation capabilities, we used
AMOS 4 for data processing and SEM analysis. AMOS is effective for the validation of theoretical
models and the testing of research hypotheses.
The study used the SEM approach to assess the model fit and analyse the relationships between
entrepreneurial leadership, social capital, Al-driven innovation capabilities, and business
performance. This analysis facilitated the examination of direct and mediating effects, thus
confirming the research hypotheses. The results show what makes women-led small businesses in
Karnataka, India, successful (Purwati et al., 2020). They show how Al-driven innovation, leadership
traits, and social networks can improve business performance.
Goodness of Fit
Evaluating the Structural Equation Model (SEM) involves testing both the measurement and
structural components to ensure alignment between the empirical data and the theoretical model. A
model is considered a good fit when it demonstrates conceptual and statistical consistency with the
observed data.
The overall fit of the model in this study was assessed using various fit indices. The results are
summarized in the table below:

Table 1: Goodness of Fit Indices

No Goodness of Fit Index Cut-off Results Fitness
Value

1 Chi-Square Significant Probability >0.05 (1)306090';3 86 (b = Marginal Fit
2 GFI (Goodness of Fit Index) >0.90 0.824 Marginal Fit
3 AGFI (Adjusted Goodness of Fit Index) | > 0.90 0.792 Marginal Fit
4 TLI (Tucker-Lewis Index) >0.90 0.946 Good Fit

5 CFI (Comparative Fit Index) >0.90 0.952 Good Fit

6 NFI (Normed Fit Index) >0.90 0.916 Good Fit

7 IFI (Incremental Fit Index) >0.90 0.952 Good Fit

8 RMSEA (R_oot Mean Square Error of 0.05 - 0.08 0.058 Good Fit

Approximation)

Source: AMOS Version 21 (2020)

The results indicate that while certain indices (GFI, AGFI, and Chi-Square probability) fall within the
marginal fit category, the remaining indices (TLI, CFI, NFI, IFI, and RMSEA) demonstrate a good
fit. This suggests that the overall model aligns well with the observed data and is suitable for
validating the proposed relationships and hypotheses.
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Hypothesis Testing

This study conducted hypothesis testing at a significance level of 0.05, utilising the t-count (critical
ratio or CR) value for weight regression. In AMOS 21 software, a critical ratio (CR) value greater
than 1.967 or a p-value below 0.05 results in the rejection of the null hypothesis (HO), suggesting
support for the alternative hypothesis.

The results of the hypothesis testing/Isummarized in the table below:

Table 2: Standardized Regression Weights

No Endogenous Variable Exogenous Variable | CR. P Conclusion
1 Social Capital Innovation Capability | 2.973 0.003 Accepted

2 Entrepreneurial Leadership | Innovation Capability | 10.742 0.000 Rejected

3 Social Capital SME's Performance 0.855 0.393 Accepted

4 Entrepreneurial Leadership | SME's Performance 3.779 0.000 Accepted

5 Innovation Capability SME's Performance 2.311 0.021 Accepted
Source: AMOS version 21 (2020)

Note: MS = Social Capital, KW = Entrepreneurial Leadership. KI = Innovation Capability, KB =

SME's Performance

Fig 2. AMOS Model
This study investigates the role of indirect variables in determining whether social capital and
entrepreneurial leadership enhance business performance via innovation capabilities. The Sobel test
assessed the significance of the indirect effects.
The calculator available at http://quantpsy.org/sobel/sobel.htm performs Sobel tests. Figures 3 and 4
illustrate the results of these computations and provide a detailed explanation of the indirect impacts

discussed below.
This study clarifies the role of innovation capability as a mediator in the relationship between external

and internal variables.
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Test Test Statistic Std. Error p-value
Sobel test
1.990091 0.01645 0.046581
Aroian test 1.943137 0.016847 0.052
Goodman test 2.040623 0.016042 0.041288

Table 3. Sobel Calculator 1

Parameter Input/Result
a (Path Coefficient) 0.132
b (Path Coefficient) 0.248
0.034
sa (Standard Error of a)
0.107
sg (Standard Error of b)

Interpretation:

The Sobel test and Goodman test show statistically significant p-values (< 0.05), indicating that the

mediation effect is significant.
However, the Aroian test yields a p-value of 0.0520, which is slightly above 0.05, making it

marginally insignificant.

Given that two out of the three tests confirm statistical significance, the results suggest that there is
sufficient evidence to support a significant mediation effect of the mediator (Innovation
Capability) between the independent variable and Business Performance
Table 4. Sobel Calculator 1

Parameter Input/Result

a (Path Coefficient) 0.71

b (Path Coefficient) 0.248

s (Standard Error of a) 0.066

sg (Standard Error of b) 0.107

. p-value
Statistic Std. Error

Test
Sobel Test 2.2658 0.0777 0.0235
Aroian Test 2.2565 0.0780 0.0240
Goodman Test 2.2752 0.0774 0.0229
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The strong path coefficient a=0.71a = 0.71a=0.71 and moderate b=0.248b = 0.248b=0.248 suggest a
significant indirect effect of the independent variable on Business Performance through the
mediator (Innovation Capability).

All three tests (Sobel, Aroian, and Goodman) produce statistically significant p-values (< 0.05),
confirming that the mediation effect is reliable and significant.

These results highlight the critical role of Innovation Capability as a mediator in influencing
Business Performance.

The results of the Sobel test are as follows:

1. Figure 3 presents a p-value of 0.046, which is below the 0.05 significance the limit. Innovation
Capability significantly mediates the relationship between Social Capital and Business Performance,
indicating an indirect effect.

2. Figure 4 reveals a 0.023 p-value, below 0.05. Innovation Capability significantly mediates the
relationship between Entrepreneurial Leadership and Business Performance, demonstrating a
substantial indirect effect.

The findings indicate that Innovation Capability serves as a mediator in the relationship among Social
Capital, Entrepreneurial Leadership, and Business Performance.

1. Innovation and Social Capital

The study highlights how important social capital is for encouraging Al-driven innovation in
Karnataka's women-led SMEs. Social capital supports development by improving knowledge sharing
and lowering the cost of information acquisition. Synergistic network effects facilitate collaboration
and resource sharing, thereby enhancing the development and adoption of innovative solutions
(Abrahamson &amp; Rosenkopf, 1997). Relational, cognitive, and structural social capital serve as
essential facilitators of innovation (Jafri et al., 2014). Women entrepreneurs in Karnataka use formal
networks, including government-supported cooperatives and informal associations, to foster
innovation. SMEs need collaborative ecosystems that support these networks so they can compete.

2. Entrepreneurial Leadership and Innovation

Entrepreneurial leadership significantly influences innovation in women-led SMEs in Karnataka.
Leaders utilising technology facilitate Al integration and digital transformation in corporate
operations. Women entrepreneurs, especially those who are younger and knowledgeable about
technology, employ Al-driven tools such as e-commerce platforms, social media, and data analytics
for consumer engagement, supply chain management, and production optimisation. Entrepreneurial
leadership cultivates adaptive techniques that empower firms to develop sustainably, maintain
resilience, and preserve competitiveness in fluctuating marketplaces. These findings correspond with
research (Shin & Zhou, 2007; Bagheri, 2017) highlighting the significance of leadership in fostering
organisational innovation. Corporate Performance and Social Capital
Social capital indirectly enhances business performance in women-led SMEs in Karnataka by
promoting creativity and collaboration. Formal networks endorsed by the government facilitate
growth, whereas informal connections foster trust and the exchange of information. Social capital
limits its direct influence on financial performance. The integration of social capital with Al
technologies for market analysis, customer engagement, and supply chain optimisation can boost
SMEs' resilience and competitiveness. This corroborates the findings of Sugiyanto and Marka (2017)
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that social capital, in conjunction with strategic enablers such as innovation, propels sustained
company success.

3. Entrepreneurship and Business Performance

Entrepreneurial leadership in Karnataka has transformed the performance of women-led SMEs,
emphasizing strategic expansion and value creation (Jones & Crompton, 2009). Women
entrepreneurs aged 20-40 have driven regional economic growth by leveraging education, digital
skills, and strategic thinking. Programs tailored to the unique challenges faced by women
entrepreneurs can further enhance their contributions. When combined with Al-driven innovation,
strong entrepreneurial leadership boosts productivity, operational efficiency, and profitability.
Policies and training programs focusing on leadership development and technology adoption can
empower women entrepreneurs, ensuring sustainable growth and competitiveness in the Indian
market.

4. Innovation Capability and Business Performance

Innovation capabilities are essential for improving the business performance of women-led SMEs in
Karnataka. They can increase financial and operational performance and stay competitive in a
changing market by innovating across goods, processes, and business models.
Learning, access to varied sources of creativity, technical developments, and a culture of continual
improvement promote innovation. Women entrepreneurs in Karnataka are leveraging technology and
developing external collaborations to create innovative solutions that promote business growth.
Robust innovation capabilities allow SMEs to react quickly to market fluctuations, seize emerging
opportunities, and enhance resilience against competitive challenges.
Strategic initiatives, including the adoption of e-commerce platforms, Al-driven tools, and advanced
production methods, are crucial to their success. According to prior research (Calantone et al., 2002;
Jimeénez & Valle, 2011; Bowen et al., 2010), innovation drives corporate success and creates long-
term value.

5. Mediating Innovative Capabilities: Social Capital and Business Performance

Innovative talents act as an intermediary between social capital and business performance in women-
led small and medium-sized enterprises (SMEs). Effective social networks, trust, and collaboration
among women entrepreneurs in Karnataka encourage creativity, hence enhancing economic success.
Social capital, recognised as a valuable and renewable resource, enhances organisational innovation
by promoting advancements in products, processes, and administrative activities. The Resource-
Based View and Resource Advantage theories emphasise the significance of strategic resources, such
as social capital, in enhancing long-term performance and competitive advantage. This reinforces the
function of mediation.

The findings align with previous studies by Tjahjadi & Soewarno (2018) and Huhtala et al. (2013),
which emphasize the critical role of innovation capabilities in transforming organizational resources
into improved business performance.

6. Innovation Skills Facilitate Entrepreneurial Leadership and Business Performance

The research indicates that entrepreneurial leadership improves business performance in women-led
SMEs in Karnataka by influencing innovative capabilities. Effective entrepreneurial leadership
cultivates an innovative environment, hence substantially enhancing business outcomes.
Women entrepreneurs in Karnataka demonstrate strong leadership traits, including reactiveness,
creativity, and a willingness to take risks, which contribute to the development of robust innovation
capabilities. Young women leaders, in particular, leverage technology to drive innovation and remain
competitive in the digital age. Their consistency, adaptability, and strategic decision-making enable
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SMEs to strengthen their market positioning and sustain growth through innovation (Lawson &
Samson, 2001).

Through the amalgamation of entrepreneurial leadership Innovative capabilities completely mediate
the connection between entrepreneurial leadership and corporate performance, supporting Resource-
Based Theory, Resource Advantage Theory, and Dynamic Capability Theory.

These theories emphasise the significance of value-oriented resources and organisational innovation
in achieving a competitive advantage.(Purwati et al., 2020) with strong innovation capabilities,
women-led SMEs in Karnataka can achieve sustainable growth and maintain a competitive advantage
in the global market.

8. Conclusion

To achieve the research objectives, one can draw the following conclusions from the research
findings and discussion:

1. Social Capital: Although social capital does not directly affect the business performance of
women-led SMEs in India, its significance emerges when mediated by Al-driven innovation
capabilities. The text highlights the critical role of social networks, relationships, and community ties
in promoting business success through innovation.

2. Entrepreneurial leadership: substantially impacts the business success of women-led SMEs, both
directly and indirectly. Entrepreneurial leadership drives sustainable success for women entrepreneurs
by influencing Al-driven innovation skills, highlighting the role of leadership in adjusting to market
obstacles and creating growth.

3. Al-Driven Innovation Capabilities: Social capital and entrepreneurial leadership greatly enhance
Al-driven innovation in women-led SMEs. These competencies boost business performance, making
innovation a critical growth and competitiveness driver.

The study highlights the significance of entrepreneurial leadership, social capital, and Al innovation
in enhancing the capabilities of women entrepreneurs. The factors are essential for sustainable
business growth and competitiveness in India's SME sector.

9. Implications and Future Scope of Study

This study examined how resource-based theories, notably RBT and RAT, can help women-led
SMEs in Karnataka, India, gain a competitive edge. Entrepreneurial leadership, social capital, and Al-
driven innovation improve women entrepreneurs' firm performance. There was no direct link between
corporate performance and sustainability in the study.

This difference shows that resource-based theories of competitive advantage prioritize quick
expansion and market advantage. They do not address the long-term sustainability of women-led
SMEs.

Future studies should examine how business performance strategies affect long-term sustainability.
These studies empower Karnataka women entrepreneurs to use entrepreneurial leadership, strong
social networks, and Al-driven innovation for short-term success, long-term resilience, and
sustainable growth in a rapidly changing market.
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