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Abstract 

This paper seeks to examine the influence of human capital business development services (HCBDS) 

on the attainment of sustainable competitive advantage (SCA) among agribusiness small and medium 

enterprises (SMEs) in selected regions in Kenya. The study applied a descriptive correlation research 

design and positivism philosophy. Inferential statistics were used for data analysis which was then 

confirmed by structural equation modeling (SEM). A census survey was used to select 117 agribusiness 

SMEs from the database of Africa Agribusiness Academy (AAA), of which 84 (72%) SMEs responded. 

The AAA database hosts agribusiness SMEs from five business regions, namely Great Rift, Nairobi, 

Lower Eastern, Upper Eastern and Western regions. The research is useful to the Business development 

services (BDS) providers and SMEs’ policy makers and offers new knowledge to researchers on SCA 

among agribusiness SMEs. The study adopted a margin error of 5%. The results reveal that HCBDS 

had a significant and positive influence on SCA among agribusiness SMEs. Agribusiness SMEs should 

thus endeavor to access HCBDS continually to build the competencies of their employees to enhance 

organizational capabilities and competitive advantage (CA). Further, BDS providers and policy makers 

should adopt strategies and policies for enhancing the human resource capacities of agribusiness 

SMEs. 

Keywords: Human Capital Business Development Services, Agribusiness SMEs, Sustainable 

Competitive Advantage  

Introduction 

SMEs are essential to most countries because they are the central generator of economic growth 

and a main source of job creation. They operate in a dynamic environment that is characterized 

by disruptions. Their survival therefore depends on how they engage in practices that can 

enhance their CA. This requires a paradigm shift from ordinary business practices to strategic 

actions that generate superior value for their customers. Such strategies should be customer-

centric and pro-market. BDS is an example of such an approach that empowers growth-oriented 

SMEs to seize emerging opportunities in the market for SCA (Liu, Ko, Ngugi, & Takeda, 

2017). SMEs face different challenges such as unaffordability of skilled human capital, poor 

innovation and market access and absence of channels for accessing information which hamper 

their growth. This hinders establishment of new SMEs and contributes to the collapse of new 

ones within the first five years (Katua, 2014). According to Kimando  and Sakwa (2012), 

limited access to BDS accounts for the high failure rate of SMEs. BDS is a vital resource to 

SMEs for improving their CA. HCBDS refers to business services availed to SMEs to enhance 

their skills and competencies through training and acquisition of knowledge, mentorship and 

Cite: Njoroge, M., Muchara, M., & Kaluyu, V. (2021). Human Capital Business 

Development Services and Sustainable Competitive Advantage among Agribusiness 

SMEs in Kenya. The University Journal, 3(1), 69-80. 
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advisory services to improve their SCA (International Finance Corporation, 2004; Sabarudin 

& Wan, 2011). 

Theoretical Review 

The dynamic capability theory (DCT) was developed by Teece (2009) and explains how a 

firm’s strategy positions it to sustain its competitive advantage (CA) in a dynamic and 

competitive business ecosystem. The DCT recognizes how capability choices assumed by 

organizations influence their performance (Pisano, 2017). This study is anchored on DCT. 

Dynamic capabilities (DCs) are necessary for facilitating absorption of external knowledge to 

build the human capacity of a business. In this study, HCBDS build the DCs of the human 

resources for strategic decision making Mori (2015). The DCs of a firm are enhanced through 

its human capital using knowledge acquisition, training and advisory support, which are the 

sub-variables in the study. DCT considers that the DCs are essential in propelling the firm to a 

state of SCA (Agostini, Nosella & Filippini, 2017). Fonger (2016) alludes that DCT explains 

how firms such as agribusiness SMEs access BDS including training and advisory services, to 

acquire knowledge to enhance their capabilities to rapidly respond to market changes by 

reconfiguring and reorganizing their resources. The foregoing review on human capital BDS 

and DC theory demonstrates how the theory is applicable and relevant in explaining HCBDS.  

Conceptual Framework 

The conceptual framework of this study highlights the association between the dependent 

variables, SCA of SMEs and the independent variable, the HCBDS. The SCA is explained by 

the valuable, rare, inimitable resources and organization (VRIO) model (Miethlich & 

Oldenburg, 2019). This research has one independent variable, HCBDS. Human capital BDS 

refers to business services made available to SMEs to enhance their skills and competencies 

through training, acquisition of knowledge and advisory services, enhancing their ability to 

respond to customers (International Finance Corporation, 2004; Sabarudin & Wan, 2011). 

HCBDS is operationalized by training and knowledge acquisition; and responsiveness to 

customers and advisory services. Medase and Barasa (2019) posit that training increases 

knowledge of SMEs. Cumming, Fischer and Theodore (2015) argue that advisory services are 

targeted advice towards a specific firm’s unique challenges. The present-day dynamic changes 

in consumer preferences, compels firms to be in constant communication with customers 

(Amalnick & Zadeh, 2017). The study’s dependent variable is sustainable competitive 

advantage. The concept of SCA was given prominence by (Porter, 1985) when he defined it as 

strategic cost leadership, differentiation, and focus approach for ultimately attaining market 

competitiveness. SCA empowers a firm to make higher profits than the average earned by other 

actors in the industry over a prolonged period (Chatzoglou et al., 2018).  
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Figure 1: Conceptualized Relationships between HCBDS and Sustainable Competitive 

Advantage among Agribusiness SMEs in Kenya 

Source: Author 2021 

Empirical Literature 

Agostini, Nosella and Filippini (2017) define human capital as the combined human capability 

for addressing business challenges. According to OECD (2017), performance of SMEs in the 

economy is constrained by inadequate skills, poor leadership capabilities and inadequate 

employee training. Employees can be the most vital sources of creativity and innovation 

especially when they are inimitable, non-substitutable and distinctive. Such expertise leads to 

CA due to generation of new ideas and products that are hard to be imitated by other firms 

(Agostini et al., 2017). Human capital is a vital resource for the accomplishment of SMEs’ 

SCA (Chen, Ming-Huei & Chang, 2013).  

Training includes instruction and coaching and promotes the growth of SMEs. It is aligned 

with organizational strategic plans and business activities in a firm (Fararah, Al-Swidi & 

Yusoff, 2014). For SMEs, training conveys skills to entrepreneurs which enables them to 

perform more successfully (Kimando & Sakwa, 2012). Otieno, Olomi and Kiraka (2009) 

reiterate that training is one of the main elements of BDS and is critical for SCA of enterprises. 

Mensah, Ohene-Yankyera and Aidoo (2018) state that business training elevates the growth of 

SMEs. Felício, Couto and Caiado (2014) undertook a research among SMEs in Portugal to 

establish the influence of human capital on firm performance. The study established that human 

capital strongly influences organizational performance. Nyamagere and Nchimbi (2018) 

conducted a case study of SMEs in Tanzania that established that entrepreneurship and 

business training enabled SMEs to access information and recognize opportunities. In a study 

conducted among SMEs in Kenya, Ongoncho, Ngugi, Odhiambo and Kamaara (2017) posit 

that managerial training and success of SMEs have a major and positive association. Khalique, 

Bontis, Shaari and Isa (2015) conducted a research in Pakistan to evaluate the association 

between human capital and organizational performance among SMEs. The findings of the 

study revealed that human capital has insignificant influence on organizational performance.  

Zubielqui, Jones, Seet and Lindsay (2015) define knowledge as a strategic resource and a social 

construct among SMEs. According to Pacharapha and Ractham (2012), acquisition of 

knowledge enhances a firm’s ability to harness the existing knowledge and advance its 

knowledge base. Pervan, Pervan and Ćurak (2017) argue that firms accumulate knowledge 

which has a positive impact on the firm’s performance. Liao and Barnes (2015) state that 

knowledge acquisition enables understanding of market trends, technological variations, and 
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product innovation, which is vital for SMEs. Knowledge acquisition is critical for SMEs 

because they require knowledge to advance their SCA. Knowledge acquisition is a foundation 

of CA and improves organizational performance. It enables leveraging of skills within and 

across organizations (Loebbecke, Fenema & Powell, 2016). Al-Jabri and Al-Busaidi (2018) 

conducted a study in Oman to assess the influencing factors of knowledge acquisition among 

SMEs. The study findings confirmed that knowledge acquisition is affected by factors such as 

trust. Liao and Barnes (2015) undertook a study to establish the role of knowledge acquisition 

in creating product innovation among SMEs. The study findings show that for SMEs’ 

knowledge acquisition positively affects product innovation flexibility.  

Cumming, Fischer and Theodore (2015) define advisory services as the provision of advice 

targeted towards a specific firm’s unique challenges. It incorporates customized coaching 

extended to a business aimed at addressing a specific business problem (Pickernell, Senyard, 

Jones, Packham & Ramsey, 2013). Advisory services include: taxation services, human 

resource, accounting, marketing, financial management, information technologies, legal issues, 

and strategic management. Due to the high rate of business failure at the start-up phase for 

SMEs, advisory services could be helpful. López-Cózar-Navarro, Priede-Bergamini and 

Benito-Hernández (2016) state that business advisory services are perceived to have a positive 

impact on the performance of SMEs. Business advisory services assist SMEs mitigate risks, 

access vital information, and expand business networks, which contribute to their growth. 

Williams and O’Donovan (2015) conducted a study in Australia to establish the extent to which 

BDS provided by accountants contributed to the sustainability of SMEs. The study revealed 

that there is expectation gap between the accountants’ current level of service offering to SMEs 

and the roles they should be playing. Best, Ferris and Wheatley (2015) conducted a study 

among SMEs in Uganda to establish their BDS needs. The SMEs cited the need for advisory 

services as critical. A study was conducted in Tanzania which looked at impact of BDS on 

SMEs. It established that the SMEs prefer advisory services it includes guidance and coaching 

which is important during the early years of business set-up (Nyamagere & Nchimbi, 2018).  

SMEs are employing different approaches in the functions of technology and marketing to 

improve their SCA. By strategically focusing on the creation of customer value, firms can 

generate higher levels of satisfaction leading to improved business performance  (Frambach, 

Fiss & Ingenbleek, 2016). Customer-oriented firms place their customers at the core, formulate 

activity plans based on market intelligence, then responsively deliver goods and services to 

meet the customer needs (Asikhia, 2010). Customers’ behavior has changed over time, as they 

demand higher standards, quality and efficiency. Hence, SMEs are increasingly putting in place 

initiatives to improve their responsiveness to their customers (Lipiäinen, 2015). Agostini, 

Nosella and Soranzo (2017) assert that firms establish relationships with external actors to 

develop innovations, brands, and connection with customers. SMEs have a distinctive 

marketing style informed by their relationship with customers. This allows them to offer a 

combination of products and services that meet customers’ expectations (Agostini et al., 2017). 

SMEs seek for information to promote customer satisfaction through improvement of current 

products and services or design new ones (Potra, Izvercian, Pugna & Dahlgaard, 2017). Galvão 

(2018), conducted a case study of a SME in Brazil. The results of the study emphasize that a 

thorough knowledge of customers and their expectations enables creation of products or 

services that create value for them. Such customer orientation enable SMES to continuously 

create superior value for them (Alteren and Tudoran, 2016). 
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The studies presented point to some knowledge gap, which calls for more research. Some of 

the studies were conducted in other countries, providing an opportunity to conduct a similar 

study in Kenya. Also, some of the studies focused on specific demographic groups such as 

youth or women owned SMEs providing an opportunity to investigate SMEs owned by a more 

inclusive population. Most of the studies have mainly focused on the firm performance as the 

dependent variable creating a knowledge gap on investigating SCA as the dependent variable. 

The studies have looked at other SME sectors and not agribusiness SMEs. The importance of 

the SME sector further justifies the need for more research on the sector to respond to emerging 

issues such as innovations. This is useful to both policymakers and business owners since 

dealing with emergent issues may need a review of the existing policy frameworks and new 

managerial expertise. This study was, therefore, motivated to examine the influence of HCBDS 

on SCA among agribusiness SMEs in selected regions in Kenya.  

The following hypothesis was investigated:  

H01: Human capital business development services have no influence on sustainable 

competitive advantage among agribusiness SMEs in selected regions in Kenya. 

Methodology 

The research applied positivism research philosophy and descriptive research design. The study 

population was 117 agribusiness SMEs registered in the database for Africa Agribusiness 

Academy (AAA), which is a platform established to enable access to BDS by agribusiness 

SMEs. A census survey was applied to select all the 117 agribusiness SMEs, out of which 84 

(72%) responded. Data collection was undertaken through a questionnaire with a 5-likert scale. 

The suitability of the questionnaires was tested through the reliability test using Cronbach’s 

alpha score. Training and knowledge acquisition had an alpha score of 0.901 and 

responsiveness to customers and advisory services a score of 0.925. A score of 0.7 and above 

was considered acceptable, hence the questionnaire was reliable. Content validity of the 

questionnaire was assessed using the Average Variance Extracted (AVE). Training and 

knowledge acquisition scored an AVE of 0.543 and responsiveness to customers and advisory 

services a score of 0.613. A score of 0.5 and above was considered to be a satisfactory 

measurement, thus satisfying the content validity. Statistical Package for Social Scientists 

(SPSS) was used for data analysis. Inferential data analysis methods of Pearson’s correlation 

and simple linear regression were used in the testing of the hypotheses. The study adopted a 

margin error of 5%. 

Results and Discussion 

Correlation Test for Human Capital Business Development Services and Sustainable 

Competitive Advantage  

Correlation test was conducted to test for significant relationship between the variables of 

study. Table 1 shows two categories of correlation: first, the correlation between the HCBDS 

constructs and the correlation between the HCBDS constructs and the SCA as the dependent 

variable. On the correlation between the HCBDS constructs, training and knowledge 

acquisition had positive and significant relationship with responsiveness to customers and 

advisory servicesr (84) =.812, p<.05. This implies that an increase in training and knowledge 

acquisition increased responsiveness to customers and advisory services by 81.2%. On the 

relationship between the HCBDS constructs as the independent variable and the SCA as the 

dependent variable, SCA had positive and significant relation with; training and knowledge 

acquisition r (84) =.645, p<.05, and responsiveness to customers and advisory services (AS)r 
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(84) =.649, p<.05. This implies that an increase in training and knowledge acquisition increases 

in SCA by 64.5%. Further, an increase in responsiveness to customers and advisory services 

increases SCA by 64.9% 

Table 1: Correlation Test for Human Capital Business Development Services 

Constructs and Sustainable Competitive Advantage 

 Training & KA  Responsiveness to 

customers & AS 

  SCA 

Training & 

Knowledge 

acquisition  

Pearson Correlation 1   

Sig. (2-tailed)    

N 84   

Responsiveness to 

customers & 

Advisory services 

Pearson Correlation .812** 1  

Sig. (2-tailed) .000   

N 84 84  

SCA 

Pearson Correlation .645** .649** 1 

Sig. (2-tailed) .000 .000  

N 84 84 84 

**. Correlation is significant at the 0.01 level (2-tailed). 

Hypothesis Testing for Influence of Human Capital Business Development Services on the 

Attainment of Sustainable Competitive Advantage 

The study hypothesis was H01: Human capital business development services have no 

influence on sustainable competitive advantage among agribusiness SMEs in selected regions 

in Kenya. 

The linear model had three tables with the model: Y= β0+ β1Xi + ε. 

The first table is the model summary table presented as Table 2. The table shows the HCBDS 

has positive and significant influence on SCA among agribusiness SMEs in Kenya R2 = .462 

F (1, 82) =70.541, p<.05. This shows 46.2% of SCA among the agribusiness SMEs in Kenya 

is attributed to HCBDS. 

Table 2: Model Summary for Human Capital Business Development Services 

Model R R 

Square 

Adjusted R 

Square 

Std. Error 

of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Change 

df1 df2 Sig. F 

Change 

1 .680a .462 .456 .57353 .462 70.541 1 82 .000 

a. Predictors: (Constant), HCBD 

The second table is the ANOVA table presented as Table 3 and the result was significant F (1, 

82) = 70.541, p<.05). This shows the linear regression model used to test the hypothesis was 

suitable for predicting the outcome variable of influence of HCBDS on SCA among 

agribusiness SMEs in selected regions in Kenya. 
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Table 3: ANOVA Test for Human Capital Business Development Services 

Model SumofSquares df MeanSquare F Sig. 

1 

Regression 23.204 1 23.204 70.541 .000b 

Residual 26.973 82 .329   

Total 50.177 83    

a. Dependent Variable: SCA 

b. Predictors: (Constant), HCBD 

The third table is Table 4 which shows regression coefficient of HCBDS on SCA. The HCBD 

statistically influence SCA among agribusiness SMEs in Kenya (β = .680 t = 8.399, p<.05). 

The implication of this is that increase in HCBDS increases SCA among agribusiness SMEs in 

Kenya by 0.680. 

Table 4: Coefficients for Human Capital Business Development Services 

Model Unstandardized Coefficients Standardized                   

Coefficients 

         t           

Sig. 

        B Std. Error         Beta 

1 
(Constant)     1.073 .337  3.182 .002 

HCBD    .719 .086      .680 8.399 .000 

a. Dependent Variable: SCA 

From Table 4, the equation of the model can be presented as: 

Y= β0 + β1Xi + ε. 

Y =competitive advantage; 

β0 = Constant; 

β1= HCBDS and 

ε= Error term 

Y = 1.073 + .680 Xi 

The model shows an increase in HCBDS increases SCA among agribusiness SMEs in Kenya 

by 0.680. The study rejects the null hypothesis, H01: Human capital business development 

services have no influence on sustainable competitive advantage among agribusiness SMEs in 

selected regions in Kenya and accepts the alternate hypothesis H11, Human capital 

development services have influence on sustainable competitive advantage among agribusiness 

SMEs in selected regions in Kenya. 

The objective of the study was to examine the influence of HCBDS on the attainment of SCA 

among agribusiness SMEs in selected regions in Kenya. The results of the regression analysis 

indicated that HCBDS have a positive and significant influence on SCA among agribusiness 

SMEs.  Several studies are convergent with this study. Chen, Ming-Huei and Chang (2013) 

assert that human capital is a vital resource for SMEs and has a positive impact on their growth 

and profitability. Felício, Couto, and Caiado (2014) reiterate that human capital is a vital factor 

for the performance of a business. Nyamagere and Nchimbi (2018) state that SMEs benefit 

from technical training programs which leads to business growth. Fararah et al. (2014) 

established that training is a crucial enabler for effective and successful running of the business. 

Ongoncho et al. (2017) highlight that managerial training and success of SMEs have a major 

and positive association. Loebbecke, Fenema and Powell (2016) assert that knowledge 

acquisition is a foundation of CA and improves organizational performance. Al-Jabri and Al-



 

 

~ 76 ~ 

 

Njoroge et al.                                                           Human Capital Business Development Services … 

Busaidi (2018) in their study among SMEs in Oman established that knowledge acquisition is 

important to SMEs and is a driver for SMEs’ CA.  

Other studies are consistent with the findings of this research regarding advisory services and  

responsiveness to customers. Pickernell et al. (2013) affirm that advisory services can assist 

businesses in the start-up phase to avert business failure. Williams and O’Donovan (2015) posit 

that business advisory services contributed to the business sustainability of SMEs. Nyamagere 

and Nchimbi (2018) argued that business advisory services enhance SMEs productivity. 

López-Cózar-Navarro et al. (2016) established that business advisory services have a positive 

impact on the performance of SMEs. Cumming et al. (2015) revealed that advisory services 

enabled SMEs to develop their capabilities, competencies and CA. Lipiäinen (2015) observes 

that SMEs endeavor to put in place strategies for improved responsiveness to customers, in 

order to sustain their CA. Alteren and Tudoran (2016) established that firms seek to 

appropriately understand their customers to continuously create superior value for them. Potra 

et al. (2017) posit that SMEs need to enhance customer loyalty, which in return enhances the 

CA of the firm. While most scholars’ work is convergent with this study, Khalique, Bontis, 

Shaari and Isa (2015) had a divergent view. The study reveals that human capital have an 

insignificant influence on the firm performance.  

Conclusion 

The results of the study showed that HCBDS significantly influence SCA among agribusiness 

SMEs in selected regions in Kenya. The regression coefficient showed that a unit increase in 

HCBDS positively and significantly changes SCA among agribusiness SMEs by 68%. Based 

on these findings, it can be concluded that HCBDS that enhance the capacities and 

competencies of the employees of agribusiness SMEs such as training and advisory services, 

are key contributors to their SCA. Agribusiness SMEs in Kenya may, therefore, seek to build 

the competencies and knowledge of their staff to attain SCA. 

Following the findings of the study, agribusiness SMEs in Kenya should continually build the 

capacities of their employees to enhance their capabilities and SCA. The SMEs should promote 

organizational learning to build competencies that enhances new product development, value 

addition, and ability to aggressively market their products. This would significantly influence 

their SCA. Providers of HCBDS and policymakers should adopt strategies and policies for 

enhancing the human resource capacities of agribusiness SMEs. 

The study has contributed to the existing body of knowledge by responding to information 

gaps. Most of the studies in SME sector have focused on manufacturing SMEs or SMEs in 

general. This study has contributed to the body of knowledge by focusing on agribusiness 

SMEs. Further, most studies focus on performance of the firm as the dependent variable. This 

study has contributed to the existing body of knowledge by looking at the SCA of agribusiness 

SMEs as the dependent variable. Theorists have viewed dynamic capabilities as strategic to a 

firm’s competitiveness. However, most of the studies that have applied the theory have not 

looked at the agribusiness SME sector. This study contributed to the body of knowledge by 

applying the dynamic capabilities theory to the agribusiness SME sector.  

This study focused on agribusiness SMEs hence a research to look at the influence of HCBDS 

on SCA among SMEs in other sectors would contribute to this field of knowledge. The study 

was conducted in selected regions in Kenya and further research may be conducted in other 

regions of the country and in other developing countries or developed countries. This study is 
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being concluded in the context of the COVID-19 pandemic. A study to establish the effects of 

COVID-19 pandemic on the SCA among agribusiness SMEs in Kenya would be helpful to 

establish if they sustained their CA during these disruptions.  
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