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ABSTRACT

	
Aims: This study aims to examine how entrepreneurial leadership, training, absorptive capacity, and innovation capability can affect business performance, as well as the influence of the mediating effect on innovation capability.
Study design: Quantitative
Place and Duration of Study: Sample: This study used a sample of 200 respondents from the Banyumas, Purbalingga, Banjarnegara, Cilacap, and Kebumen districts. The data collection technique used a questionnaire with a multistage random sampling method.
Methodology: Statistical analysis used the Partial Least Square Structural Equation Modeling (PLS-SEM) method, which uses an inner model, an outer model, and hypothesis testing. The outer model is used to test validity and reliability, and the inner model uses R-square and F-square tests. Hypothesis testing is done through bootstrapping testing.
Results: This study's results indicate that entrepreneurial leadership, training, absorptive capacity, and innovation capability have a significant impact on business performance. Likewise, the variable innovation capability as mediation of entrepreneurial leadership, training, and absorptive capacity significantly impacts business performance.
Conclusion: This research implies that an organization or MSME must pay attention to and optimize business potential by considering entrepreneurial leadership, training, absorptive capacity, and innovation capability to influence business performance improvements and creating a vision to identify and take advantage of new business opportunities by paying attention to innovation and preparing the workforce to deal with technological changes. This can drive economic growth by increasing business efficiency and market competitiveness
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1. 

1. INTRODUCTION 

In the current era of globalization, Micro, Small and Medium Enterprises (MSMEs) are an essential sector in the growth and development of the Indonesian economy. The growth of MSMEs is certainly a facilitator of employment by showing its strategic role to the government in helping to reduce poverty and unemployment (Santosa & Budi, 2021). According to data from the Ministry of Cooperatives, Small and Medium Enterprises, there are 64.2 million MSME players, or 99.9% of Indonesia's total number of business actors (Ministry of Finance of the Republic of Indonesia, 2019). MSME labor absorption includes 117 workers, or 97% of the labor absorption of the business world, and contributes 61.1% to the national economy (GDP). Large businesses, which comprise only 0.01% of the total number of enterprises, contribute 38.9% of the rest. MSMEs face various challenges, including limited resources, lack of access to technology, and low managerial skills. 

MSMEs in Indonesia face many challenges that make their business performance unstable and shaken (Anatan & Nur, 2023). Although MSMEs have a potential role, many problems still need to be resolved in their growth and development (Widagdo & Sa’diyah, 2023). MSMEs also face difficulties applying new technologies, hindering their ability to innovate and remain competitive.
In general, business actors face problems related to limited knowledge, funding, human resource competencies, entrepreneurial orientation, and financial literacy, which results in a lack of long-term orientation (Azhar & Arofah, 2021). The Office of Cooperatives and SMEs stated that the increase in the number of MSMEs has not been supported by satisfactory performance due to the low quality of human resources in business management science, business actors who do not have entrepreneurial skills, production factors, low business knowledge, limited access to capital sources, innovation and aspects of local government policies that pay less attention to MSMEs. 

SME performance reflects the results achieved by a business in its operational activities and shows how effectively and efficiently it achieves its objectives. Performance measurement can be done through financial and non-financial metrics. Financial performance measures the profit generated by a business in a given period, while non-financial performance assesses achievements related to the business vision and strategy  (Ma’ruf, 2021).

Micro, Small, and Medium Enterprises (MSMEs) play a pivotal role in economic development, particularly in fostering job creation, reducing poverty, and stimulating innovation. In an Islamic economic framework, the significance of MSMEs extends beyond material gains; it encompasses values such as fairness, trustworthiness, social welfare, and the equitable distribution of wealth. MSMEs embody the principles of maslahah (public benefit) and adl (justice) by contributing to societal well-being and economic inclusion. Enhanced MSME business performance enables these enterprises to better fulfill their zakat obligations, a key pillar in Islam that helps redistribute wealth and alleviate poverty.

Several researchers have examined business performance factors in entrepreneurial leadership (Paudel, 2018; Nguyen et al., 2021; Srimulyani et al., 2023), training (Aliyu, Ahmad, et al., 2019; Barba Aragón et al., 2014; Anindita & Kustini, 2022), absorptive capacity (Prakasa et al., 2022; Yáñez-Araque et al., 2017; Salisu & Mohammed, 2019), innovation capability (Fanbasten, 2014; Aini, 2012; Zainurrafiqi & Amar, 2021).

This study addresses the gap with a focus on MSMEs. It offers new insights into how entrepreneurial leadership can be organised strategically, training can develop human resources, absorptive capacity can be a management knowledge capability, and innovation capability can provide an understanding of innovations related to products, processes, services, or management systems so as to influence business performance in MSMEs. 

This study examines how entrepreneurial leadership, training, and absorptive capacity can affect business performance, with innovation capability as a mediating factor. With research on this relationship, this study provides a deeper understanding of how entrepreneurial leadership, training, and absorptive capacity affect the success of MSME business performance and the role of innovation capability as a mediating factor. The findings provide easy insights for businesses and policymakers in designing effective strategies to promote the adoption of financial technology and expand financial inclusion among SMEs.
2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

2.1 Literature Review 
Resource based view theory (rbv) is an approach that can be taken to achieve sustainable competitive advantage (Barney et al., 2001). (madhani, 2010) states that the sustainable competitive advantage of a business entity depends on the resources it has obtained from resources that are unique, valuable, rare, difficult to imitate, and cannot be replaced, and to obtain lasting benefits for a business, these resources must be managed effectively. Resource-based view theory (rbv) is a suitable theory for considering the ability of intellectual capital and entrepreneurial capability and predicting innovation capability to sustain business performance. Rbv explains that intellectual capital includes knowledge, skills, and other intangible assets that support entrepreneurial capability, which is the ability of businesses to seek opportunities, take risks, and manage resources creatively. Effective management of internal resources can help msmes achieve sustainable performance through strategic innovation. A business that can improve its performance by utilizing existing resources and capital (chandra & augustine, 2020).

2.2 Hypotheses Development

2.21 Entrepreneurial Leadership on Business Performance
Leaders in every organization play the most crucial role in obtaining organizational success. Entrepreneurial leadership can capitalize on new opportunities and improve a company's ability to create change, improving competencies that allow them to compete (walsh & huang, 2014). Entrepreneurial leadership can affect business performance when a leader recognizes opportunities in accordance with a company's capabilities to achieve its goals and objectives (sowa et al., 2004).  Previous research states that entrepreneurial leadership in organizations must be innovative and proactive to achieve their mission and goals (anggriani & kistyanto, 2021). Previous research found that entrepreneurial leadership has a positive effect on business performance (paudel, 2018). The resource-based view theory explains that companies usually use human resources with expertise in their fields to compete for advantages over outsiders (wernerfelt, 2007).
H1: entrepreneurial leadership has a positive effect on business

2.22 Training on business performance
Training is an activity to provide, obtain, and improve, as well as develop potential, productivity, discipline, and work ethic at a certain level of skill and expertise with a level of qualification or work (nadeak, 2022). Companies that train their employees to optimize a business and can develop their employees' skills are efficient and effective in improving business performance (mdhlalose, 2020). The more often the company conducts training for employees that can be applied to work, the more the business performance of msmes will increase (anindita & kustini, 2022). Previous research suggests that training in business performance has a positive effect (anindita & kustini, 2022);(fangiziah et al., 2023). Training plays a key role in enhancing two key sources of competitive advantage for a company: its human capital and organizational knowledge (zevallos et al., 2013). Therefore, this study proposes a hypothesis:
H2: training has a positive effect on business performance

2.23 Absorptive capcity to business performance
Absorptive capacity is defined as the ability of a company to acquire, assimilate, and exploit knowledge or information for commercial purposes (maldonado et al., 2015). Absorptive capacity has been proven to encourage company performance by updating key products or technologies to manage business performance more efficiently and enable it to be more creative. The higher the absorptive capacity, the greater the potential to adapt to changes in the external environment and find alternative solutions while creating innovations that impact business performance. Innovation capacity is needed to improve the competitiveness of msmes. Absorption capacity can have a positive impact on business performance and innovation capability. This study uses the resource-based view theoretical framework, which states that the company's ability to use unique resources, especially intangible assets, will create a competitive advantage. (teece, 2016). Previous research shows a close relationship between absorptive capacity and business performance (salisu & mohammed, 2019).
H3: Absorptive Capacity has a positive effect on Business Performance

2.24 Innovation capability on business performance 
Innovation capability is the firm's ability to apply knowledge, skills, and collective resources to innovation activities (hogan et al., 2011). Innovation capability refers to the ability of a company to develop and implement new ideas, innovative processes, products and services (jin & choi, 2019). This includes utilizing external knowledge and collaboration to achieve sustainable competitive advantage. According to some experts, innovation capability is a multidimensional construct focusing on products and providing innovation in processes and management. Research shows a significant positive relationship between innovation capability and business performance. The resource-based view theory focuses on the internal conditions of the company, where the profit and value of the company are determined by its resources and capabilities. The value, scarcity, possibility of imitation, and availability of substitute goods assess the company's resources (hurley & hult, 1998). Many experts argue that innovation capability has a positive effect on the business performance of smes (ferreira et al., 2021);(merdekawati, 2023). Companies with good innovation capability show better economic results, including improved financial and operational performance (anggriani & kistyanto, 2021). Therefore, this study proposes a hypothesis:
H4: innovation capability has a positive effect on business performance

2.25 Innovation capability mediates entrepreneurial leadership on business performance 
The resource view theory states that the environment is a key factor affecting entrepreneurial leadership, innovation capability, and business performance (wernerfelt, 2007). Entrepreneurial leadership is recognized as a key factor in improving business performance. Research shows that entrepreneurial leadership significantly influences organizational performance, especially in dynamic and innovative industries (fuadiputra et al., 2017). Entrepreneurial leadership is recognized as a key factor in improving business performance. Leaders who implement this leadership style tend to create an environment that supports innovation, gives autonomy to teams, and encourages creativity. Innovation capability serves as a mediator in the relationship between entrepreneurial leadership and business performance. This means that entrepreneurial leadership not only directly impacts business performance but also affects the firm's innovation capability, which in turn has an impact on business performance. Research shows that the better an entrepreneurial leader supports the innovation process, the higher the firm's innovation capability, improving business performance (purwati & hamzah, 2021). Therefore, this study proposes a hypothesis:
H5: Innovation capability mediates the relationship between Entrepreneurial Leadership and Business Performance

2.26 Innovation Capability Mediates Training On Business Performance
Training improves skills and knowledge, which drives business performance. Well-trained employees are likelier to create creative, efficient solutions and adapt to market changes. Companies can put pressure on improving training by combining innovation capability factors because these two factors can help improve business performance in MSMEs. Training and innovation capability are business resources that are likely to provide sustainable business performance because skills are acquired through experience, which gives different and unique characteristics to business strategies. (Georgiadis & Pitelis, 2016). Research shows that practical training can improve business performance (Georgiadis & Pitelis, 2016). Innovation capability acts as a mediator in the relationship between training and business performance. This means that training not only directly impacts business performance but also improves the company's innovation capability. In other words, employee training can strengthen their ability to innovate, contributing to improved business performance (Chinomona, 2013). Therefore, this study proposes a hypothesis:
H6: Innovation Capability mediates the relationship between Training and Business Performance

2.27 Innovation Capability Mediates Absorptive Capacity on Business Performance 
Absorptive capacity is an organization's ability to identify, assimilate and apply new knowledge for commercial purposes. This includes the learning process that enables companies to adapt to market and technological changes. Absorptive capacity as knowledge management to produce innovation capability in MSMEs and achieve good business resilience. The higher the absorptive capacity, the greater the potential to adapt to changes in the external environment and quickly find alternative solutions while creating innovations that impact business performance. Innovation capability is needed to improve the competitiveness of MSMEs. Absorptive capacity can have a positive impact on business performance and innovation capability. Innovation capability functions as a mediator in the relationship between absorptive capacity and business performance. This means that absorptive capacity directly impacts business performance and increases the company's innovation capability. In other words, companies with good absorptive capacity will be better able to develop innovative products and processes, improving business performance (Samsudin & Economics, 2021). Therefore, this study proposes a hypothesis:
H7: Innovation capability mediates the relationship between Absorptive Capacity and Business Performance. 






Fig. 1. Conceptual framework
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3. METHODS 

This research uses a quantitative approach using primary data as a questionnaire. The sample used in this study is the msme sector in banyumas, purbalingga, banjarnegara, cilacap, and kebumen regencies. The population used in this study were msme actors in bps data in 2022, totaling 252,116. This study uses a multistage random sampling technique by grouping districts, applying criteria, and ease of location. The sample criteria in this study are msmes with a minimum number of employees of 2 people and a minimum age of 1 year. Respondents the research respondents were MSME actors who live in Banyumas. The number of respondents. The number of questionnaire respondents collected was 200 people. Table 2 shows the characteristics of characteristics of the respondents.


Table 1. Respondent Characteristic

	Respondent
	Categories
	Total
	Presentation

	Gender
	Man​
	110
	55.00%

	
	Woman
	90
	45.00%

	

Age Owner Business
	19- 28
	50
	25.00%

	
	29- 38
	47
	23.50%

	
	39- 48
	55
	27.50%

	
	49- 59
	41
	20.50%

	
	60- 87
	7
	3.50%

	

Regency
	Banyumas
	98
	49.00%

	
	Cilacap
	29
	14.50%

	
	Purbalingga
	26
	13.00%

	
	Kebumen
	22
	11.00%

	
	English
	25
	12.50%

	


Business Age
	1-2 year
	56
	28.00%

	
	3-6 year
	71
	35.50%

	
	7-11 year
	33
	16.50%

	
	12-16 year
	13
	6.50%

	
	17-25 year
	16
	8.00%

	
	>25 year
	11
	5.50%

	
Structure Business Ownership
	Business Personal
	167
	83.50%

	
	Business Family
	27
	13.50%

	
	Partnership Limited
	4
	2.00%

	
	Company Limited
	2
	1.00%

	Sector Business
	Culinary
	88
	44.00%

	
	Clothes And Beauty
	15
	7.50%

	
	Servise
	20
	10.00%

	
	Industy
	55
	27.50%

	
	Fishing and Fisheries 
	5
	2.50%

	
	plaza
	17
	8.50%

	Source: Developedby the authors (2024)










Based on the table above, the respondents in this study were mostly male, with a percentage of 55%. Respondents with an age range of 20 to 40 years. This study involved eight MSME industries, of which 44% were engaged in the culinary sector. Then, from the fashion and beauty sector as much as 7.5%. Furthermore, from the service sector as much as 10%, from the processing industry sector as much as 27.5%, from the livestock and fisheries business sector as much as 2.5%, from the shopping sector as much as 8.5%, with a percentage of each region as much as 49% from Banyumas, 14.5% from Cilacap, 13% from Purbalingga, 11% from Kebumen, and 12.5% ​​from Banjarnegara. The ownership structure is mostly dominated by individual businesses, which is 83.5%, while the rest are family businesses, limited partnerships, and limited liability companies. Meanwhile, the criteria based on business age are 2 to 6 years as much as 56%.
4. RESULTS AND DISCUSSION
4.1 RESULTS 

4.1.1 Average Variance Extracted (AVE)
The AVE value is at least 0.5. This value illustrates adequate convergent validity, which means that one latent variable can explain more than half of the variance of its indicators on average.










Table 2. Average Variance Extracted (AVE)



	 
	Average Variance Extracted (AVE)

	Entrepreneurial Leadership
	0.611

	Training
	0.831

	Absorptive Capacity
	0.595

	Innovasion Capability
	0.586

	Business Performance
	0.611

	Source: Primary Data Processed (2024)




AVE above 0.50 means no variables are discarded because they have met convergent validity.

4.1.2 Construct Reliability
The instrument used in the variable is said to be reliable if it has a Cronbach Alpha of more than 0.60. Meanwhile, rho c if the value is more than 0.70, it can be said that the variable is reliable.

Table 3. Cronbach's Alpha and Composite Reliability

	 
	Cronbach's Alpha
	rho_A
	Composite Reliability

	Entrepreneurial Leadership
	0.972
	0.973
	0.974

	Training
	0.950
	0.975
	0.961

	Absorptive Capacity
	0.948
	0.951
	0.954

	Innovasion Capability
	0.961
	0.961
	0.964

	Business Performance
	0.964
	0.965
	0.967

	Source: Primary Data Processed (2024)



The value of each variable above is said to be reliable or reliable because the Cronbach alpha value is more than 0.60, and rho c is more than 0.70, so it can be validated that the variable is reliable.

4.1.3 R-Square 
According to (Purwanto & Sudargini, 2021) states that R-Square is used to measure structural model evaluation and can consider the predictive ability of the model.

Based on the data in Table 6 above, the value of R2 on business performance is 0.615. This value shows that business performance is influenced by entrepreneurial leadership, training, absorptive capacity, and innovation capability.

Table 4. R-Square

	
	R Square
	R Square Adjusted

	Business Performance
	0.623
	0.615

	Innovasion Capability
	0.662
	0.657

	Source: Primary Data Processed (2024)



4.1.4 
4.1.5 f-square
The criteria for the f2 value is if the value of 0.002 indicates that the latent predictor variable has a minor impact, then 0.15 is indicated to have a moderate influence, while if the f2 value is 0.35, it is indicated to have a large influence.


Table 5. F square

	 
	Business Performance
	Innovation Capability

	Entrepreneurial Leadership
	0.056
	0.216

	Training
	0.042
	0.043

	Absorptive Capacity
	0.086
	0.180

	Innovation Capability
	0.055
	 

	Business Performance
	 
	 

	Source: Primary Data Processed (2024)





Based on the f-square table, the results on the entrepreneurial leadership variable are 0.056, the training variable is 0.042, the absorptive capacity variable is 0.086, the innovation capability variable is 0.055.

4.1.6 Direct Effect
Direct effect analysis can be used to test the hypothesis of the direct effect of an independent variable on the dependent variable.

The probability value (p-value), if the p-value <0.05, can be said that the effect of the variable is significant. However, if the p-value> 0.05, the variable is not essential.


Table 6. Direct Effect Test

	 
	Original Sample (O)
	Sample Mean (M)
	Standard Deviation (STDEV)
	T Statistics (|O/STDEV|)
	P Values
	Decision

	Entrepreneurial Leadership -> Business Performance (H1)
	0.261
	0.257
	0.121
	2.296
	0.016
	Supported

	Training -> Business Performance (H2)
	0.129
	0.129
	0.041
	3.113
	0.001
	Supported

	Absorptive Capacity -> Business Performance (H3)
	0.320
	0.319
	0.088
	3.641
	0.000
	Supported

	Innovation Capability ->   Business Performance (H4)
	0.248
	0.252
	0.086
	2.888
	0.002
	Supported

	Source: Primary Data Processed (2024)



Table 7. Indirect Effect

	 
	Original Sample (O)
	Sample Mean (M)
	Standard Deviation (STDEV)
	T Statistics (|O/STDEV|)
	P Values
	Decision

	Entrepreneurial Leadership -> Innovasion Capability -> Business Performance (H5)
	0.109
	0.114
	0.047
	2.296
	0.011
	Supported

	Training -> Innovasion Capability -> Business Performance (H6)
	0.030
	0.031
	0.014
	2.088
	0.019
	Supported

	Absorptive Capacity -> Innovasion Capability -> Business Performance (7)
	0.100
	0.098
	0.038
	2.645
	0.004
	Supported

	Source: Primary Data Processed (2024)




4.2 
4.3 DISCUSSION 

4.2.1 First Hypotheses Testing Results

Table 6 shows that the P-value of entrepreneurial leadership on business performance is significant at the level of a = 5% with a positive coefficient direction. This research can be interpreted as a study that shows that entrepreneurial leadership can influence and direct the performance of members to recognize and explore entrepreneurial opportunities in achieving company goals. Business performance requires entrepreneurial leadership with high ambition and commitment to manage MSMEs. Commitment and ambitiousness can build a vision of the business mission so that the business becomes successful. High entrepreneurial leadership can help companies more quickly realize the vision of the business mission to become a more successful business by being able to recognize and read market opportunities, being able to calculate, consider, and take risks on previously known opportunities, and being able to allocate their resources effectively and efficiently. Conversely, if entrepreneurial leadership cannot direct members' performance to recognize and explore entrepreneurial opportunities in achieving organizational goals, it can reduce company performance. Therefore, entrepreneurial leadership is critical in improving business performance (Linfang et al., 2021). The results of this research support several previous empirical studies that show a positive effect of entrepreneurial leadership on business performance (Moghaddam et al., 2015).

4.2.2 Second Hypotheses Testing Results

Table 6 shows that the P-value of training on business performance is significant at the level of a = 5% with a positive coefficient direction. The positive coefficient shows that the more often the company conducts training for employees that can be applied to the work, the business performance of MSMEs will increase. Training refers to how learned skills and behaviors can be used, generalized, and maintained in the work environment. Therefore, they consider that training has a vital role in providing benefits to the sustainability of a business. Companies that train their employees to optimize a business can develop their employees' skills and become efficient and effective in improving business performance. Training will provide the ability to identify and take advantage of opportunities and entrepreneurial skills, gain knowledge, and bridge the gap between current and desired performance to produce good business performance. Training has a positive effect on business performance, in line with previous research (Husnah & Nurhayati, 2018), (Astuti, 2020), (Anindita & Kustini, 2022). With effectively implemented training that positively impacts business performance, it can emphasize the importance of investing in human resource development to achieve better organizational goals.

4.2.3 Third Hypotheses Testing Results

Table 6 shows that the P-value of absorptive capacity on business performance is significant at the level of a = 5% with a positive coefficient direction. The positive coefficient indicates that the better the absorptive capability, the better the business performance of MSMEs. Knowledge refers to a company's ability to identify and acquire external knowledge critical to operations, such as customer preferences, supplier operating information, and new technological developments through formal and informal procedures. The results of this study can provide the ability to absorb and utilize external knowledge. High absorptive capacity can help companies more quickly adapt to market changes. Companies can identify and integrate new technologies that improve operational efficiency. Conversely, if absorptive capacity is not applied optimally, it will reduce business performance. These results support the research (Arshad & Arshad, 2018), (Salisu & Mohammed, 2019) , and (Liu et al., 2018). These results also show that the ability of MSMEs to acquire, assimilate, and apply new knowledge or information will positively impact MSME performance.

4.2.4 Fourth Hypotheses Testing Results

Table 6 shows that the P-value of innovation capability on business performance is significant at the level of a = 5% with a positive coefficient direction. High innovation capability makes companies more competitive by quickly adapting to market changes. Innovation capability is essential for businesses in improving new product development, innovative actor development, innovative resources, internal management processes, and other innovations. They feel that the innovation process has an impact on business sustainability. Companies with a high level of innovation can create and develop new ideas and transform these ideas into processes, products, and services (Adolph, 2016). The easier it is to implement the innovation process, the more sustainable the business in MSMEs can be. Conversely, if a company finds it challenging to implement the innovation process to create new things to improve business performance, it should pay attention to the innovation capability factor. This research is in line with the research (Sulistyo & Ayuni, 2018);(Battor & Battor, 2010).

4.2.5 Fifth Hypotheses Testing Results

Table 7 shows that the P-value of entrepreneurial leadership on business performance with innovation capability as a mediating variable is significant at the level of a = 5% with a positive coefficient direction. Entrepreneurial leadership is critical in determining the innovation process in business performance. The results of this study also show that entrepreneurial leadership is dynamic, persistent, able to recognize and read market opportunities, consider and take risks on opportunities that have been known beforehand, and able to allocate human resources to be innovative. Therefore, they feel that applying dynamic, persistent, committed, ambitious attitudes in entrepreneurial leadership makes it easier for them to carry out business performance. This ease further enhances the development of innovative actors and their innovative resources for MSMEs. So that they pay more attention to factors that influence current and future factors for MSMEs, entrepreneurial leadership involved in entrepreneurial behavior can motivate MSMEs to be more dynamic, persistent, committed, and highly ambitious, and can emphasize employees to be able to develop innovative actors so that they can find and take advantage of available opportunities. Thus, MSMEs will become more creative and have a higher level of effectiveness and creativity (Galloway et al., 2013). This research is in line with (Jumiati et al., 2023).

4.2.6 Sixth Hypotheses Testing Results
Table 7 shows that the P-value of training on business performance with innovation capability as a mediating variable is significant at the level of a = 5% with a positive coefficient direction.  Training refers to how learned skills and behaviors can be applied, generalized, and retained in the work environment. The training factor is very important in the sustainability of business performance. They find training easy because it can improve employee skills and strengthen the organization's innovation capabilities. Good training does not only improve individual skills. However, it can also enhance the company's innovation capacity, which can improve business performance. Therefore, companies must focus on developing practical training to drive innovation capability and improve performance in a more competitive market. Well-trained employees are better able to generate new ideas and implement innovative solutions. This study's results suggest an excellent opportunity to improve business performance through intensive training equipped with innovation capability elements and appropriate skills. Ultimately, improving business performance will positively and significantly contribute to economic growth. The results of this study are in line with (Aliyu et al., 2019).

4.2.7 Seventh Hypotheses Testing Results

Table 7 shows that the P-value of absorptive capacity on business performance with innovation capability as a mediating variable is significant at the level of a = 5% with a positive coefficient direction. The results of this study indicate that absorptive capacity with various information and knowledge can improve innovation capability for business performance. Factors on absorptive capacity are very important in determining innovation capability for business performance. An organization's absorptive capacity is to recognize, assimilate, and apply new knowledge from the external environment to create more effective and sustainable innovation ideas. With these factors, the company can achieve better business performance. Organizations with high absorptive capacity will be better able to recognize and accept new knowledge more quickly, increasing innovation capabilities. Conversely, organizations that do not pay attention to the absorptive capacity factor will be less able to absorb various information and the application of new technology that can optimize knowledge as an intangible asset that drives better business performance (Santiani, 2019). The results of this study are in line with the statement that absorptive capacity has a positive effect on business performance, with innovation capability acting as a mediator (Liu et al., 2018); (Salisu & Mohammed, 2019).

5. CONCLUSION AND RECOMMENDATIONS

This study aims to examine how entrepreneurial leadership, training, absorptive capacity, and innovation capability can affect business performance, as well as the influence of the mediating effect on innovation capability. The results of this study indicate that entrepreneurial leadership, training, absorptive capacity, and innovation capability significantly influence business performance, with innovation capability acting as a mediator. This research implies that an organization or MSME must pay attention to and optimize business potential by considering entrepreneurial leadership, training, absorptive capacity, and innovation capability to influence business performance improvements and creating a vision to identify and take advantage of new business opportunities by paying attention to innovation and preparing the workforce to deal with technological changes. This can drive economic growth by increasing business efficiency and market competitiveness. Future research should investigate other potential mediators that explain the relationship between entrepreneurial leadership, training, absorptive capacity, and business performance. In addition, the examination of sectorial and geographical differences may provide valuable context.

Give adequate information to allow the experiment to be reproduced. Already published methods should be mentioned with references. Significant modifications of published methods and new methods should be described in detail. This section will include sub-sections. Tables & figures should be placed inside the text. Tables and figures should be presented as per their appearance in the text. It is suggested that the discussion about the tables and figures should appear in the text before the appearance of the respective tables and figures. No tables or figures should be given without discussion or reference inside the text.
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