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Abstract: The purpose of this research is to determine the impact of the IT-
enabled dynamic capability on innovative capabilities and to provide scientific
solutions in this regard to improve the performance of small and medium-sized
enterprises. The data were collected from a sample of 225 employees of small
and medium-sized enterprises active in Qazvin province by means of standard
questionnaires. Hypotheses were tested using structural equation modeling
with the partial least squares method and using Smart PLS and SPSS software.
The results of the structural model test for hypotheses with a direct effect
showed that the IT-enabled dynamic capability has a direct, positive, and
significant effect on the innovative capability and performance of small and
medium-sized enterprises, and innovative capability also has a significant effect
on the performance of small and medium-sized enterprises. Transformational
leadership moderates the relationship between innovative capability and the
performance of small and medium-sized enterprises. The results of the
structural model test for the mediation hypothesis indicated the confirmation of
this hypothesis. In general, the creation and development of innovative
capabilities combined with transformational leadership can strengthen the
impact of the IT-enabled dynamic capability on the performance of small and
medium-sized enterprises.
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Extended Abstract

Introduction

Today, small and medium-sized companies have become the engine of global economic growth
(Danisetal., 2011). But every day, the atmosphere of small and medium companies becomes more
complex and dynamic, and the creation and development of competitive advantages depend on
having a suitable strategy, continuous improvement of existing technologies, and innovative
(Sinha & Sheth, 2018). On the other hand, the growth of these companies in economic
development and social interventions in the economy has also faced many challenges, and these
challenges have caused small and medium-sized companies to look for a way to achieve the
dynamic capabilities of information technology and improve their performance, and use
innovative capabilities for their progress, as a result. Small and medium-sized companies can
increase their efforts by creating and developing innovative capabilities and dynamic capabilities
of information technology to keep up with these challenges, and in this hyper-competitive business
environment, the dynamic capabilities of small and medium-sized companies' information
technology and innovative capabilities are significant, which can have insightful effects on the
performance of the company's employees and colleagues (Obeng et al., 2014). Although sufficient
academic research has focused on the relationship between information technology and
innovation, there are still insufficient empirical findings on information technology innovations
and ultimately their subsequent impact on the performance of small and medium enterprises.
Several studies address the impact of dynamic IT capabilities, but their scope is limited (Mikalef
& Pateli, 2016).

Case Study
The statistical population of this research is small and medium companies with fast and active
performance in Qazvin province.

Theoretical framework

IT capabilities can be used for innovation purposes to the extent that they are aligned (Raymond
et al., 2018). Research results showed that technology management had a positive effect on
leadership, profitability, increasing employee participation, and improving organizational
performance (Kalantari & Kalantaripour, 2020). In research, the findings showed that there is a
significant relationship between transformational leadership and authentic leadership with
organizational innovation (Zarei & Heidari, 2020).

This study examines the dynamic capabilities of information technology with a variety of
innovative capabilities of the firm, which has received limited attention in the past (Ilmudeen et
al., 2020). Also, in a study, the findings emphasize the vital role of transformational leadership in
an emerging economy (Afriyie et al., 2020). Transformational leadership consists of strengthening
internal motivation, rational stimulation, psychological empowerment, supporting innovation and
relative freedom, creating a vision, and encouraging and challenging, which can increase the
creativity of their employees. Leaders of SMEs must understand how critical and important
innovative capacity is to business performance and must recognize the dynamic capabilities of
information technology to determine market share for SMEs (Northouse, 2018).

Methodology
The statistical population of this research is small and medium companies with fast and active
performance in Qazvin province. Then 225 questionnaires were considered. The way to access
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this statistical population is first a simple random visit to each of them and then choosing a non-
random judgmental sample of personnel with five years of experience and above. A standard
guestionnaire with a five-point Likert scale was used to collect the data required to test the
hypotheses. Then the reliability of the standard questionnaire was measured by calculating the
composite reliability index. Data analysis has been done in two descriptive and inferential parts.
The method of data analysis for descriptive data was using SPSS software. The structural equation
method using Smart PLS software has been used for inferential data to test research hypotheses.

Discussion and Results

As a result, the dynamic capabilities of information technology have a positive and significant
effect on the performance of small and medium-sized companies (llmudeen et al., 2020). The
dynamic capabilities of information technology have a positive and significant impact on
innovative capabilities (IlImudeen et al., 2020; Kalantari & Kalantaripour, 2020). The innovative
capability has a positive and significant effect on the performance of small and medium enterprises
(Agyapong et al., 2017; Ravichandran, 2018; Yang, 2012). Transformational leadership moderates
the relationship between innovative capability and the performance of small and medium-sized
companies, and innovative ability plays a mediating role in the impact of dynamic information
technology capabilities on the performance of small and medium-sized companies (Aral & Weill,
2007; llmudeen et al., 2020).

Conclusion

As a result, the dynamic capabilities of information technology have a direct, positive, and
significant impact on the innovative capacity and performance of small and medium-sized
companies, and the innovative capability also has a significant impact on the performance
of small and medium-sized companies. Transformational leadership moderates the
relationship between innovative capacity and the performance of small and medium-sized
companies, and it is also confirmed that innovative capacity plays a mediating role in the
impact of dynamic information technology capabilities on the performance of small and
medium-sized companies.
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