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1. INTRODUCTION  

Firm Performance is an important concept among business managers as well as scholars in business 

research. Concerns over firm performance are often motivated by the perception of threats to the 

durability of the firm. These concerns seem to be justified by the ever-growing competition for market 

and resources (Maltz, Shenar & Reilly 2003). Globally, firms are looking for strategies that will 

enable them cope with the dynamic global competition (Easterby-Smith & Prieto, 2008). The search 

for how to respond to environmental turbulence has led several scholars and strategic managers to 

view Dynamic Capabilities as being central to strategy and firm Performance (Teece, 2017).  

Ambrosini and Bowman (2009) state that the role of dynamic capabilities is to impact on the firm’s 

extant resource base and transform it in such a way that a new bundle or configuration of resources is 

created so that the firm can sustain or enhance its performance. According to Easterby-Smith and 

Prieto (2008), dynamic capabilities can take on multiple roles in organizations, such as changing 

resource allocations, organizational processes, knowledge development and transfer and decision 

making. 

The Food Manufacturing is the largest manufacturing sub sector in Kenya. It contributes 30% 

manufacturing GDP and 40% of all employees in the manufacturing sector (GOK, 2018). Increasing 

performance of food manufacturing firms is seen as a contributor to creation of employment, 

sustaining economic growth. Through its commitments on the UN Sustainability Goal 2 and Vision 

2030, the government has pledged to increase food production.  

1.1. Statement of the Problem 

Performance of manufacturing firms in terms of contribution to GDP has been declining from 11.8% 

in 2011 to 8.4 in 2017 (KAM, 2018). Indeed, production volumes have been contracting leading to an 

overall decline of 1.1 per cent in 2017 (KNBS, 2018). In terms of growth rate, performance has 

declined from 5.6% in 2013 to 0.2% in 2017. This decline has largely been attributed inferior 
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performance of firms in the food manufacturing sector which declined by 10.8 per cent in 2017 

(KNBS, 2018). Due to frequent shortages in the country, there has been increasing pressure on food 

manufacturing firms to increase performance and meet demand for food. Furthermore, globally, 

strategies are being sought to make firms better performing and more competitive (Easterby-Smith & 

Prieto, 2008). There is however limited number of studies on how the interaction of dynamic 

capabilities and performance of firms in this sector to inform initiatives to stimulate growth in firms in 

this sector. 

Research on sustainable performance suffers from gaps such as lack of consensus on its definition and 

selection of indicators (Combs, Crook, & Shook, 2005) furthermore, many studies have measured 

sustainable performance with a single indicator (mainly financial performance and represented the 

concept as unidimensional, (Glick, Washburn, & Miller, 2005). As such, the strategic management 

field clearly needs more studies so as to get a clearer conceptualization of sustainable performance 

and identify better measurement efforts (Richard, Devinney, Yip, & Johnson, 2009). Furthermore, 

studies on the performance of manufacturing firms in   Kenya have not considered the influence of 

dynamic capabilities on performance in the context of food processing firms.  

Ambrosini and Bowman (2009) state that the role of dynamic capabilities is to impact on the firm’s 

extant resource base and transform it in such a way that a new bundle or configuration of resources is 

created so that the firm can sustain or enhance its performance.  Scholars have portrayed Dynamic 

Capabilities as direct drivers, preconditions, moderators, or mediators of sustainable performance 

(Arend and Bromiley, 2009).Thus, there is no consensus as to how the two are linked. Moreover, 

studies on how Dynamic Capabilities affect sustainable performance of Food manufacturing firms in 

Kenya are rare. Furthermore, the dynamic capabilities concept itself has not been exhaustively studied 

(Arend & Bromiley 2009).  

1.2. Objectives of the Study 

The general objective of this study was to investigate the effect of dynamic capabilities on 

performance of food manufacturing firms in Kenya. Specifically, the study sought to assess the effect 

of adaptive capabilities on performance of food manufacturing firms in Kenya, determine the 

influence of marketing capabilities on sustainable performance of food manufacturing firms in Kenya; 

establish the effect of alliancing capabilities on sustainable performance of food manufacturing firms 

in Kenya; examine the effect of managerial capabilities on sustainable performance of food 

manufacturing firms in Kenya. 

1.3. Significance of the Study 

This study was significant in several ways. First, the overall findings of the study helps in informing 

policy decisions on how to mitigate food security in the country through using dynamic capabilities to 

enhance performance of food manufacturing firms.  Secondly, the study provides managers of food 

manufacturing firms with additional information on how dynamic capabilities interact among 

themselves to influence performance. Third, the findings of the study are useful in informing 

investment decisions of potential entrepreneurs who wish to invest in food manufacturing ventures. 

Fourth, this study contributed to the existing body knowledge by showing how dynamic capabilities 

interact with other organizational variables such as firm competence to impact performance. Fifth, the 

study provides useful insights to future scholars who want to study dynamic capabilities. 

2. LITERATURE REVIEW 

2.1. Theoretical Review 

This study was informed by the dynamic capabilities theory as the main theory. This theory was 

complemented by the theory of optimal firm size, the Upper Echelons Theory, the Balanced Score 

Card theory and the RBV theory. These theories were considered as relevant in illuminating the 

objectives and variables of the study. 

2.1.1. The Upper Echelons Theory 

Hambrick and Mason (1984), were the first proponents of the theory. According to this theory, 

managerial background characteristics predict strategic choices and performance levels. According to 

Hambrick (2007), the dominant principle of the theory is that managers’ interpretations of the 
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situations they face is motivated by their experiences, values, and personalities. This in turn affects 

the decisions they make. The theory posits that the performance of a firm depends on the 

characteristics of its managers such as age, functional background, and educational experiences 

(Sadeghinejad & Najmaei 2013) in this vein, organizational outcomes depend at least in part, on TMT 

composition. They argue that by examining the individual characteristics of members of the TMT, 

insights into the manner by which individual interpretations of situational factors impact the decisions 

made by these employees can be gained as they relate to decision making and organizational 

performance (Adner & Helfat, 2003). Tripsas and Gavetti (2000) highlight that senior managers 

determine the way Dynamic Capabilities are deployed. 

The Upper echelons theory was considered to have considerable relevance in this study as it explains 

one of the reasons why different firms perform differently. The study therefore anchored the 

hypotheses relating to effect of managerial capabilities on performance.  

2.1.2. Resource Based View (RBV) 

The RBV was suggested by Wernerfelt (1984) and popularized by Barney (1991) using insights 

provided by Penrose (1959). The RBV presents a connection between internal resources, strategy, and 

the performance of the organization (Torrington, Hall and Taylor 2005). RBV was a shift from earlier 

suggestions that superior performance comes from managing factors that are external to the firm 

(Peteraf & Bergen 2003). In essence the underlying presumption of theory is that it is the resources 

and competencies inherent in the firm rather than in the environment which determines sustainable 

performance (Wang Senaratne, & Rafig 2015).According to Peteraf and Bergen (2003), a central 

premise of the resource-based view is that firms compete on the basis of their resources and 

capabilities. 

The theory was considered relevant for this study as it emphasizes that value creation and superior 

performance of a firm is affected by combination of the competitive strategy and its resource base as 

posited by (Eisenhardt & Martin, 2000).  It explains how a form can increase performance by 

acquiring and utilizing VRIN resources and was therefore used to inform the independent variables  

2.1.3. Balanced Score Card Framework 

The Balanced Scorecard Framework was developed by Robert Kaplan and David Norton in 1992 as a 

framework for measuring performance from four different perspectives; financial, customer, internal 

process and learning and growth. According to Kaplan (2010), non-financial perspectives for 

measuring company success were introduced in the BSC framework because financial metrics were 

deemed not to offer an insufficient measurement of Performance. Couturier and Sklavounos (2019) 

and Drury (2004) argue that the need to integrate financial and non-financial measures of performance 

led to the emergence of the BSC as a set of performance measures drawn from the firm’s strategy to 

give top management a comprehensive view of the performance organizational units. The framework 

is said to provide managers with a concise insight into the overall firm and therefore aids them to 

make informed decisions about objectives and overall performance (Bose & Thomas, 2007). 

According to Bisbe and Barrubés (2012) the BSC arms management with a flexible performance 

management tool that enables them to interpret, negotiate, modify, combine, and configure   existing 

routines to suit local conditions. The BSC framework is relevant for this study as it was considered to 

be a useful mechanism for developing and selecting relevant performance indicators. The BSC 

framework was used to inform the dependent variable. 

2.1.4. Dynamic Capabilities Theory 

According Ambrosini and Bowman (2009), Terence’s (1990) working paper is probably the first 

contribution developing the notion of dynamic capabilities. Dynamic capabilities theory itself was 

developed by Teece in 1994. Teece, Pisano and Shuen (1997,) saw competitive advantage in turbulent 

environments as a function of dynamic capabilities rather than competitive positioning or industry 

conflict. The theory enhances the RBV (Teece, Pisano& Shuen, 1997; Teece 2017; Zahra et.al., 

2006). Dynamic Capabilities theory explains long-run firm survival by showing how firms can 

manage competitive threats by redeploying their resources (Teece, 2010).  

In this theory, sustainable performance depends on distinct processes shaped by asset positions and 

the evolution path(s) the firm has adopted or inherited (Teece & Pisano, 2016). The theory suggests 

https://www.emerald.com/insight/search?q=Jerome%20Couturier
https://www.emerald.com/insight/search?q=Jerome%20Couturier
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that Performance a firm during periods of rapid change depends on its ability to sharpen its 

technological, organizational, and managerial processes (Teece, 2017). Firms use Dynamic 

Capabilities to reconfigure their resources as markets emerge, collide, mutate, or cease (Eikelenboom, 

& Jong, 2017).  

According to Teece (2018), Helfat &Peteraf, (2009) the price system is inefficient in allocation of a 

firm’s resources. Therefore, managers give directives to deploy in value-enhancing ways. Because 

managers make decisions under uncertainty, they do not create once-and for-all solutions but 

continually reconfigure firm resources and competences as needed (Zara et.al. 2006). Teece (2014) 

argues that in this framework, sustainable performance comes from shappening  internal processes, 

structures and procedures to generate   innovations, be they technological or organizational.  The 

Theory contributes to strategic management by explaining how firms can sustain performance using 

dynamic capabilities. This study used the Dynamic Capabilities Theory to inform the independent 

variable. 

2.2. Empirical Review 

A study was conducted by (Cabral 2014) to test whether differences adaptive capability is 

related to performance of firms in Brazil. The study used content analysis of literature instead of 

primary information collected directly from firms in Brazil. The results of data analysis using 

multiple linear regression showed that the effect of adaptive capabilities Performance is 

mediated by innovation strategy. The significance of the study was that it confirmed the view 

held by (Eisenhardt & Martin 2000) that adaptive capabilities affect performance indirectly. The main 

limitation was that it did not consider non-financial indicators of performance. 

Morgan, Vorhies and Mason (2009), conducted a study to examine the effect of marketing capabilities 

on firm Performance. The study collected primary data using questionnaires administered via a mail 

survey on 748 U.S. firms. Marketing capability was operationalized in terms of product development, 

pricing, channel management, marketing communications, selling, market planning, and marketing 

implementation while performance was operationalized in terms of profitability and market share.  The 

study used structural equation modelling (SEM) technique to analyze the data.  The findings indicated 

that market orientation and marketing capabilities are complementary assets that directly contribute to 

sustainable performance. The main limitation of the study was that study used data collected from 

USA, a cultural setting which the researchers argued led to a stronger market orientation-sustainable 

performance relationship.  

Phapruke, Intakhan, and Nantana (2010) examined the effect of alliance capability on Performance. 

Alliance capability was operationalized in terms of business excellence and performance was 

operationalized in terms of firm growth.  Data was collected using a questionnaire administered on a 

sample of 812 SMEs in Thailand. Data was analyzed using multiple regression technique. The study 

used Baron and Kenny (1986) model to test for mediation.  The results showed that alliance capability 

mediates the relationship between knowledge transfer achieved through alliances and Performance.  It 

also found that knowledge transfers in turn impacts Performance through innovation.  

Kabongo and Boiral (2017) studied effect of managerial capability on Performance of eco-efficient 

firms. Primary data was collected from managers of 12 firms involved in processing of waste 

materials in Canada using questionnaires and interviews. The findings of multiple regression showed 

that Performance of eco efficient firms largely depends on application of managerial capabilities in 

coordination of competencies, innovation and technological development. It also depends on 

adjustments in human resource management, networking and marketing. This study contributed to 

existing literature on Dynamic Capabilities by offering additional insights on the role played by 

management capability in the success of firms. 

2.3. Conceptual Framework 

The study proposed a conceptual model where it was hypothesized that dynamic capabilities affect the 

performance of food manufacturing firms. Based on theoretical models found in the literature review 

the conceptual framework shown in Table 2 was adopted. 

In the framework, dynamic capabilities were operationalise in terms of adaptive, marketing, alliancing 

and managerial capabilities. The study framed the following hypotheses: 
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Hypothesis one: Adaptive capabilities have no significant effect on performance of food 

manufacturing   firms in   Kenya  

Hypothesis two: Marketing capabilities have no significant effect on performance of food 

manufacturing   firms in Kenya.  

Hypothesis three: Alliancing capabilities have no significant effect on performance of food 

manufacturing   firms in Kenya.  

Hypothesis four: Managerial capabilities have no significant effect on performance of food 

manufacturing   firms in Kenya  

 

Figure1: Conceptual Framework 

Source: Author, (2019) 

3. METHODOLOGY 

3.1. Research Philosophy and Design 

This study inclined to positivistic view in order to obtain an objective view of the relationship 

between dynamic capabilities, and performance of selected food manufacturing firms in Kenya. Based 

on the purpose of the study and the philosophical orientation adopted, the study used a descriptive, 

explanatory and cross-sectional survey research design. This design was chosen because it is 

convenient and saves the researcher time and costs associated with longitudinal studies which involve 

taking multiple measures over an extended period. 

3.2. Empirical Model 

To test for direct relationship between dynamic capabilities and performance was tested using 

multiple regression analysis.  Objectives one through four were addressed using model 3.1 below 

Y=β0+β1AC+ β2MC+ β3LC+ β4GC+ ε ……………………………. (3:1) 

Where: Y= Performance (dependent Variable), β i = Beta coefficients (i = 0, 1, 2, 3, 4), AC= Adaptive 

Capability, MC= Marketing Capability, LC= Alliancing Capability, GC4= Managerial Capability, ε = 

Error term  
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The coefficients measured the effect of the independent variables (AC, MC, LC, and GC) on the 

dependent variable Y.  

3.3. Target Population and Sample Size 

The target population consisted of 70 food manufacturing firms operating in Nairobi county Kenya 

and listed in the directory of manufacturers published by the Kenya Association of manufacturers as 

at June 2018. This study adopted the simplified sampling method developed by Krejcie and Morgan 

(1970) for determination sample size for a finite population. According to Krejcie and Morgan (1970) 

the formula for determining a sample size for a finite population is as follows; 

 

Where; s = sample size needed. X
2
 = confidence level desired (3.841). N = population size.  

P = the population proportion, d = the degree of accuracy. 

Using this model, it was determined that a sample of 59 Firms would suffice for a population of 70. 

The 59 firms were chosen using a ratio of 84% from each category to represent the entire population.  

From these 59 firms, 5 respondents were identified from each of the firms. This sample size of 295 

was considered adequate based on (Creswell and Plano 2011) proposition that a sample of at least 30 

must exist for generalization to take place. 

3.4. Data Collection and Instrumentation 

Primary data was collected on dynamic capabilities and performance indicators using semi-structured 

questionnaire. The instrument was adopted from strategic management studies that have studied 

similar variables with modifications aimed at addressing the specific objectives. Closed-ended 

questions were constructed on a 5-point Likert Scale to provide structured responses to facilitate 

quantitative analysis, testing of hypotheses and drawing of conclusion. However, open-ended 

questions were used to enable respondents provide additional information that would not be captured 

in the closed-ended questions. This method was preferred because of the need to ensure reliability of 

responses from the respondents. The semi structured questionnaires were administered to senior 

managers responsible for Finance, Marketing, Human Resources and Corporate affairs in each of the 

firms. These functional heads were presumed to be knowledgeable in the areas under study.  

A pilot study was also undertaken to help in establishing the degree of clarity of the proposed research 

instruments and also help identify issues in the research design that needed to be addressed prior the 

main study (Zikmund, 2003) .The pilot study was conducted among 20 non-food manufacturing firms 

located in another county other than Nairobi where the study was being conducted.   

4. DATA ANALYSIS 

4.1. Reliability of Research Instrument 

The overall Cronbach’s Alpha as per pilot study was 0.91. The Cronbach’s alpha coefficient rages 

from 0 to 1. According to Cooper and Schindler (2003), while a minimum threshold of 0.70 is 

recommended for exploratory work, a Cronbach’s Alpha value above 0.50 is regarded as an indicator 

of reliability. In this study, the threshold for Cronbach’s Alpha of the research instruments was set at 

α=0.6 where variables with α greater than 0.6 were considered to have internal consistency or reliable. 

The results indicate that all the variables attained a Cronbach’s above the acceptable level of 0.60.thus 

the research questionnaire was found to be reliable. 

4.2. Analysis of Response Rate 

Out of the 295 distributed, 190 were returned representing a response rate of 64.4%. According to 

Wimmer and Dominick (2006), a response rate of 21% - 70% is acceptable for self-administered 

questionnaires. The overall response rate of 64.4% was therefore considered to be satisfactory for the 

analysis and reporting. Unreturned questionnaires were attributed to factors such as busy schedules of 

the respondents since majority most of targeted respondents were senior managers in their respective 

firms 
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4.3. Characteristics of Respondents  

A summary of Respondents Characteristics is set out in Table 1 

Table1: Characteristics of respondents  

Gender Frequency Percent 

Male 121 63.7 

Female 69 36.3 

Total 190 100 

Years of service in organization   

1-3 years 26 13.7 

4-5 years 56 29.5 

more than 5 years 108 56.8 

Total 190 100 

Core Business of respondents firm   

Beverage Manufacturing 44 23.2 

Flour Milling 37 19.5 

Sugar Confectionery  24 12.6 

Meat & Fish Processing 23 12.1 

Dairy Processing 23 12.1 

Edible Oil Refining 16 8.4 

Bread and Pastry 11 5.8 

Spice and Condiments 8 4.2 

Honey Processing 4 2.1 

Total 190 100.0 

Source: Survey data 2019 

4.4. Descriptive Statistics 

The respondents were asked to respond to statements on each of the variables on a scale of 1-5. Where 

1 = "not at all, "2 ="slight extent" 3= "moderate extent" 4 = "high extent" and 5 = "very high extent".  

Measures of central tendency specifically the mean and standard deviation were used to summarize 

the characteristics of the variables under study. A summary of the Descriptive statistics were as shown 

in Table I below. 

Table1: Descriptive Statistics 

Variable Variable Aggregate Std Deviation 

Adaptive capability 3.96 1.250 

Marketing capability 3.69 1.250 

Alliancing capability 3.50 1.334 

Managerial capability 3.33 1.344 

Performance 3.55 1.083 

Source: survey data: 2019 

4.5. Diagnostic Tests  

To test for normality assumptions, this study utilized the Shapiro-Wilk test to test for normality. 

Levene’s test for equality for variances was used to determine the existence of Heteroskedasticity. 

Multicollinearity was diagnosed using variance inflation factor (VIF) techniques.  

Garson, (2012) suggests that Wilk's test should not be significant if the assumption of normality is 

met. All the variables had a P-value greater than 0.05. The results showed that all the variables had 

Levene statistics with p-value greater than 0.05. Consequently, the study failed to reject the null 

hypothesis that the data was homoscedastic .According to Field (2009), VIF values greater than 10 or 

Tolerance values below 0.1 indicate high levels of multicollinearity problem. The study therefore set a 

threshold of (VIF < 10) and Tolerance value of (T≥0.01) to interpret that there is no problem of 

multicollinearity. The results showed that there was no threat of multicollinearity since all the 

variables had VIF of less than 10. Similarly, all the variables had a Tolerance value of more than 0.1. 

4.6. Research Findings 

Multiple regression analysis was conducted at 95 percent confidence level (α = 0.05)  
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Table3: Relationship between Dynamic Capabilities and sustainable performance 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0.699
a
 0.489 0.478 0.46915 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 39.006 4 9.751 44.305 .000
b
 

Residual 40.718 185 0.220   

Total 79.724 189    

Coefficients 

Model Unstandardized  Standardized  t Sig. 

B Std. Error Beta 

1 (Constant) 0.888 0.217  4.096 0.000 

Adaptive Capability 0.195 0.073 0.205 2.662 0.008 

Marketing Capability 0.161 0.077 0.164 2.097 0.037 

Alliancing Capability 0.252 0.059 0.298 4.303 0.000 

Managerial Capability 0.138 0.066 0.169 2.096 0.037 

a. Dependent Variable: Sustainable performance 

b. Predictors: (Constant), Adaptive Capability, Marketing Capability, Alliancing Capability,  Managerial 

Capability 

Source: Survey Data, (2019) 

The model fitted had an Adjusted R Square = 0.489 which show that dynamic capabilities (adaptive 

capability, marketing capability, alliancing capability and managerial capability) explained 48.9% of 

the variation in firm's performance. The remaining 51.1% was explained by other variables other than 

the ones in the model. These findings showed that dynamic capabilities are significant predictor 

variables of sustainable performance. The findings agreed with Ambrosini and Bowman (2009), 

Easterby-Smith and Prieto (2008) and Teece, (2008) who found that dynamic capabilities significantly 

enhance sustainable performance. 

The ANOVA results showed F (4, 189) = 44.305 (which is greater than critical F value of 2.42) and p-

value < 0.001 (which was less than 0.05.) The study therefore failed to reject the null hypothesis that 

the model fitted had a goodness of fit. These results found that dynamic capabilities significantly 

explained performance of food manufacturing firms in Kenya and the model was statistically 

significant and adequate to predict performance. 

The Beta coefficients showed that all the independent variables had a significant effect on the 

dependent variable. Adaptive capability had β=0.205, P-0.008). Marketing capability β = 0.164, 

P=0.037 Alliancing capability had β 0.298, P=0.000 Managerial Capability β = 0.169 P=0.037). 

Based on the results of the regression analysis the regression model was estimated in the equation 

below as follows: 

Y=0.888+ 0.205AC +0.164MC +0.298LC+0.169GC + ε                              

5. DISCUSSIONS AND IMPLICATIONS FOR THEORY 

The first objective of the study was to determine the effect of adaptive capabilities on performance. 

The results of multiple regression in showed that adaptive capabilities had β 1=0.205, p-value=0.008. 

Since β1 ≠0 and p was less than the significant level of 0.05, the study rejected H01 implying that 

adaptive capabilities have a positive and significant effect on the performance of food manufacturing 

firms in Kenya. The conclusion drawn was that adaptive capability has a significant and positive 

effect on performance of food manufacturing firms.  

Adaptive capability by their nature helps firms to reconfigure their resources so as to adapt to the 

changing business environment. In this way, firms obtain a viable fit with their external environment 

so that the organization responds to emerging business opportunities. Responding to business 

opportunities means that the firm is able to continually sell its products and raise revenue. In 

considering the financial aspect of performance, the descriptive statistics indicated that the firms on 

average registered a positive growth of between 1- 10% implying that there was increase in sales, 

profits and marker share. Thus, it is possible to show how adaptive capabilities developed by the 

sample firms contributed to a positive performance of food manufacturing firms in Kenya. 
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The real-life practice of strategic management in organizations assigns the strategic management 

practices associated with adaptive capabilities to the top echelon of the organization mostly corporate 

and business levels. In considering the demographic characteristics of the profiles of respondents of 

the study, it was observed that 94.7% of the respondents had over 6 years of work experience in firms 

that had existed in the industry for the same period of six years. Thus, given this kind of experience in 

doing planning and executing strategic management practices for survival in the same environment 

the characteristics of the respondents justifies the significant effect of dynamic capability on the 

performance of food manufacturing firms in Kenya. 

In addition, the dimensions of adaptive capability used in this study were measured through horizon 

scanning, change management and resilience. The findings in the descriptive section showed that they 

were rated in this study at high extent. The study singles out the roles of scanning and effecting 

required changes to build business resilience suitable to sustain the business. The theoretical literature 

on dynamic capabilities provide a highly valuable contribution towards sustainable performance in 

that they offer the needed flexibility for dealing with environmental complexity in a rapidly changing 

environment. 

The results of analysis of descriptive data showed that the respondents' firms had committed to 

creating of adaptive capabilities in the form of horizon scanning Change Management and resilience. 

The current study showed that top management in organizations use horizon scanning to detect early 

signs of potentially important developments through a systematic examination of potential threats and 

opportunities, new technologies and their effects on the business Horizon scanning provides the 

background to develop strategies for anticipating future developments and thereby gain lead time It 

also provides a way to assess trends to feed into a scenario development process. It provides 

background for review of products strategies to enable food manufacturing firms to build resilience to 

respond to business disruptions. 

The current study followed the direction previously set by Cabral (2010), Kaehler, Busatto, Grace, 

Hansen and Santos (2014), Eshima and Anderson (2016) and Ali, Sun and Ali (2017). The studies had 

focused on the relationship between adaptive capabilities and business performance and found that 

adaptive capabilities positively influence performance. The findings of this study favorably compare 

with those of the previous studies in that they demonstrate direct and positive influence effect of 

adaptive capabilities on sustainable performance. Studies by Eisenhardt and Martin (2000), and 

Protogerou, Caloghirou and Lioukas (2011) however reported that adaptive capabilities indirectly 

influence sustainable performance. 

The second objective of the study was to determine the effect of marketing capabilities on the 

performance of food manufacturing firms in Kenya. The study therefore tested the hypothesis that 

marketing capabilities have no significant effect on performance of food manufacturing firms in 

Kenya. The decision criteria was to fail to reject H02 if, β1 =0 and P >0.05. The results   showed that 

marketing capabilities had β2=0.164, p-value = 0.037. Since β2 ≠0 and p was less than 0.05, H02 was 

rejected and the alternative hypothesis was taken to hold implying that marketing capabilities have a 

significant effect on performance of food manufacturing firms in Kenya. The results demonstrated 

marketing capabilities enhanced sustainable performance. The study therefore concluded that 

marketing capabilities have a positive and significant effect on performance of food manufacturing 

firms in Kenya. 

These findings were explained in terms of the dynamic capabilities theory, descriptive characteristics 

and previous studies on the variable. A basic concept in marketing is that to achieve success, firms 

must use marketing capabilities to position their products the marketplace in such a way that 

consumers believe they need their products and that those products have a particular benefit. In 

practice a firm's marketing strategy is designed by top management and works within the direction 

provided by the overall corporate strategy. They interact with other elements of the corporate strategy 

and define how the company will use marketing capabilities to target, position, and market and sell its 

products.  

In strategic management, the principal idea behind the concept of a strategic window is that there are 

only limited periods during which the link between the key requirements of a market and the 

particular competencies of a firm competing in that market is at an optimum. Consequently, 

investment in new product lines or a market area is timed to coincide with periods during which a 



Dynamic Capabilities and Sustainable Performance of Selected Manufacturing Firms in Kenya 

 

International Journal of Managerial Studies and Research (IJMSR)                                                 Page | 51 

strategic window is open. Scholars have argued that to attain long term success, firms develop 

marketing capabilities that enable them to collect information about market opportunities, develop 

goods and services to meet the needs of customers in selected markets and to price these products 

according to market information. 

Conceptually, Market sensing capabilities enable firms to sense and react to market changes and 

facilitate firms to foretell and anticipate customer explicit and latent needs.  These, in turn, help them 

to develop new products or employ existing products with new features and attributes to satisfy both 

the needs of current customers and new customers to ensure the stability and survivability. In this 

regard, findings from descriptive statistics showed that food manufacturing firms, to a moderate 

extent use market sensing capabilities to scan the environment for strategic windows and threats 

through expending resources on market research and monitoring of market trends. 

Managing customer relationships is a key aspect of marketing which is in turn a building block for 

firm success. Firms use customer relationship management capabilities to persuade the ultimate 

consumers to buy their products and persuade others that what it sells meets their needs. Customer 

relationship management capabilities help firms to communicate product advantages to potential 

customers and distribute products to customers. In this regard, the descriptive statistics results of the 

current study have shown that to a moderate extent, food manufacturing apply their collective 

knowledge, skills, and resources to the market-related needs, thus enabling them to add value to their 

customers and be competitive. 

Another key component of marketing in food manufacturing firms is competitive positioning of 

products in the minds of the customers. Because of its dependence of communication, marketing 

demands a discriminating brand name or trademark to identify the products. The results of descriptive 

statistics showed that to a large extent, firms use brand management capabilities to create customer 

loyalty, persuade the new buyers, and establish an emotional connectivity with the customers and 

influence consumers perception and attitude toward their brands. 

Considering the demographic characteristics of the respondent firms, it was observed that 43% of the 

respondents had an annual sales turnover of over Ksh 50 million in terms of market share, 71.1 % of 

the respondents' firms held a market share below 20%. Most of the respondents indicated that their 

firms did not provide adequate budgets for market research and branding activities and this may 

explain the large number of firms with small market share. 

The findings of the current study are compared with previous studies done by Morgan, Slotegraaf and 

Vorhies (2009); Azizi, Movahed and Khah, (2009); Vijande, Pérez, Gutiérrez and Rodriguez, (2012) 

and Morgan, Vorhies and Mason, (2009). These studies focused on the effect of marketing capability 

on performance and reported that marketing capabilities have a direct effect on sustainable 

performance. The current study agrees with these studies to the extent that marketing capabilities have 

a positive and direct effect on performance. The findings contradict those of Afzal. (2009) that 

marketing capabilities have a moderating effect on sustainable performance.  

The third objective was to determine the effect of alliancing capability on performance. The results 

showed that alliancing capabilities had β3=0.298 and p-value < 0.001. Since β3≠0 and p was less than 

0.05, H03 was rejected and the alternative hypothesis accepted implying that alliancing capabilities 

have a significant effect on performance of food manufacturing firms in Kenya. The study therefore 

concluded that alliancing capabilities have a significant and positive effect on sustainable 

performance of food manufacturing firms in Kenya. These findings were explained by the conceptual 

nature of the variable, the RBV theory, the Dynamic capabilities theory, and the demographic data on 

the variable, descriptive statistics and previous studies. 

Conceptually, alliancing is a corporate strategy where firms interact with partial congruence of 

interests whereby they cooperate with each other to reach a higher value creation if compared to the 

value created without interaction and compete separately to increase their market share. They are used 

to develop a collection of value-creating resources that a firm cannot create independently. Few food 

manufacturing firms in Kenya have all of the resources needed to compete effectively in the current 

dynamic landscape. Thus, firms seek access to the necessary resources through alliances. As 

articulated by Anand and Khanna, (2000) it is a firm's alliance capabilities that influence the ability of 

firms to create and capture value, through alliances. In line with the RBV, alliancing capabilities are 
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an intangible asset which food manufacturers can use to influence the operating environment and thus 

enhance performance through reduction of external cost of doing business.  

This study conceptualized alliancing capabilities in terms of alliance experience, interorganizational 

coordination, and partner identification propensity. Alliancing capabilities enhance sustainable 

performance of firms by enabling them to overcome resource constraints, enter new markets and 

hedge against environmental uncertainties and even create options to expand. The study found that 

food manufacturing firms in Kenya have, to a large extend used alliance experience to lobby for 

favorable government regulations, jointly fight counterfeit , setting industry standards, negotiate for 

favorable tax regimes and to share information about industry trends. 

Regarding interorganizational coordination, the study found that food manufacturing firms encourage 

their managers to participate in leadership of industry associations. The descriptive statistics also 

showed that the respondent firms have managers responsible for intra industry partnerships and they 

frequent review their alliance portfolios. This coordination supports sustainable performance through 

endorsement and recognition by peers and builds reputation for the firms and their brands. Trust by 

peers and customers explain why most of the firms have been resilient for more than 10 years since 

inception. 

On partner identification propensity, the study found that food manufacturing firms use alliance 

capabilities to identify potential partners, initiate and termination relationships all the firms were 

members of an industry association and were constantly looking for partners. The firms also indicated 

that they had created partnerships with farmers and suppliers to secure stability of prices and raw 

material.  

This study followed the direction set by Rotharmel and Deeds (2006); Schreiner, Kale, and Corsten, 

(2009); Phapruke, Intakhan and Nantana, (2010) and Ziggers and Tjemkes (2010). These studies 

focused on the role of alliancing capabilities on performance and reported that showed that firms 

capable of deploying their alliance capability in the entire alliance process gain better results from 

their alliances. The findings on this variable agree with these other studies to the extent that they 

showed that a firm's performance is positively correlated to its alliance capability. 

The fourth objective was to examine the effect of managerial capability on the performance of food 

manufacturing firms in Kenya, The study therefore tested H04 that managerial capabilities have no 

significant effect on performance of food manufacturing firms in Kenya. The decision criteria was to 

fail to reject H04 if β4=0, and p-value was more than 0.05. The results of multiple regression showed 

that managerial capabilities had β4= 0.169, p-value =0.037. Since β4 = 0 and p-value was less than 

0.05. β=0 (H04) was rejected and the alternative hypothesis β 4 ≠0 was accepted implying that 

managerial capabilities positively and significantly affected performance of food manufacturing firms 

in Kenya. The study therefore concluded that managerial capabilities have a strong and positive effect 

on the performance of food processing firms. 

These findings were explained by the conceptual nature of the variable, upper echelons theory, 

cognitive theory, and demographic characteristics of the respondents, descriptive data and previous 

studies on the variable. Fredrickson (2001) states that because it is not possible for all managerial 

characteristics needed in an organization to reside in one person no matter how talented, firms rely on 

the collective knowledge and capabilities residing in top management teams to deliver performance. 

As pointed out by Penrose (1959), a firm's repository of proprietary firm specific knowledge held by 

its managers determines the speed at which a firm can take advantage of emerging opportunities in its 

domain of business. 

In line with the cognitive theory of the firm, knowledge structures residing in top management teams 

are employed as mental templates for decision making. As indicated by Helfat and Raubitschek 

(2000) managers have perceptions and knowledge of the firm's resources, its business environment, 

its customer base and its competitive challenges. The demographic characteristics showed that 86.3% 

of the respondent managers had worked in the same firm for more than 4 years. Based on previous 

experiments, accomplishments, and failures during this period managers have developed these 

cognitive lenses through which they perceive and interpret the world. 

The current study conceptualized managerial capabilities in terms of management style, people 

development, managerial human capital and succession planning. The descriptive statistics on the 
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variable showed that management of food manufacturing firms had built managerial capabilities in 

human capital management style people development and succession planning) the results also 

showed that the firms had employed line managers with functional experience to enable them to 

efficiently perform their tasks. The study results also showed that firms had encouraged their 

managers to create social capital through social ties such as friendships social club memberships, 

directorships of other companies and transfer the goodwill and knowledge that these lies confer to 

their influence to work settings. 

This study followed the direction of Tripsas and Gavetti (2000), Adner and Helfat (2003), Eggers and 

Kaplan, (2009), Bellner and MacLean, (2015), Kabongo and Boiral, (2017), Ali, Sun, and Ali (2017). 

Kor and Mesko, (2009) Ahmed, (2017). These studies focused on the effect of managerial capabilities 

on performance and reported that performance in firms depends on the application of managerial 

capabilities. The findings of the current study agree with these previous studies that managerial 

capability directly affects sustainable performance.  

6. CONTRIBUTION OF THE STUDY TO KNOWLEDGE 

One of the ongoing discourses in strategic management is why some firms perform better than others. 

At the centre of this discourse is the question of whether a firm’s dynamic capabilities is related to its 

performance. Past empirical studies have portrayed dynamic capabilities as predictors, of sustainable 

performance while others have portrayed them as moderators and mediators of the relationship 

between performance and other variable. Furthermore, previous studies on the relationship between 

dynamic capabilities in Kenya have used only financial indicators of performance leaving out the non-

financial indicators. 

This study contributes to the general body of knowledge in several ways. First, it contributes the 

ongoing discourse on why some firms perform better than others by empirically testing the effect of 

dynamic capabilities on performance of food manufacturing firms in Kenya, This study establishes 

empirically that dynamic capabilities positively and significantly influence the performance of 

manufacturing firms. Second, the study it provides more understanding on the role of adaptive by 

showing that adaptive capabilities have a positive and significant effect on performance.  

7. AREAS FOR FURTHER RESEARCH 

This study recommends several areas of further research. First, the study showed that adaptive 

capability, marketing capability, alliancing capability and managerial capability explained 44.4% of 

the variation in performance food manufacturing firms in Kenya. The study recommends that further 

studies should focus in establishing other factors that account for the remaining 65.6% of the variation 

in performance of the food manufacturing firms in Kenya. Second, the study suggests that future 

studies on dynamic capabilities should also focus on other types of dynamic capabilities such as 

absorptive capabilities and innovative capabilities. Third, the study recommends further research on 

the effect of dynamic capabilities on the performance of organizations in the service sector in Kenya. 

In this regard, the study suggests further investigation of the effect of dynamic capabilities on the 

performance of firms in the tourist sector, and also public service departments. 

8. CONCLUSIONS AND RECOMMENDATIONS 

Based on the summary findings, several conclusions can be made. First, the findings of this study 

show that dynamic capabilities have a direct and positive effect on performance. Therefore, increasing 

dynamic capabilities can increase overall performance of food manufacturing firms.  The study 

therefore makes a number of recommendations. First, management of food manufacturing firms 

should deliberately build dynamic capabilities to enable them to scan the environment for 

opportunities, threats and technologies that will inform their strategies on how to respond to market 

changes. Moreover, manufacturing firms should build resilience to enable them to survive and 

adversities and unforeseen changes in the market. Further, the study recommends that management of 

manufacturing firms create environment for employees to offer solution besides traditional strategies 

to effective respond to market disruptions. 

Second, this study revealed that lack of adequate budget for market research limited firms from 

developing marketing capabilities and product development as informed by market research in 

majority of the firms surveyed. The study therefore recommends that management together with 
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stakeholders should review the budget allocations set aside for development for marketing 

capabilities.  

Third, the study found that food manufacturing firms only recruit managers who have functional 

skills. The study notes that in order to gain superiority, a firm requires that top management possesses 

a broad set of complementary skills however, it is unlikely that a single person no matter how 

talented, would possess all the managerial skills required for the successful operation of a large 

organization. The study therefore recommends that manufacturing firms should invest in 

strengthening of managerial capabilities of the entire top management teams before looking for top 

managers from outside the firm. Furthermore, firms should invest in building TMT's human and 

social capital. Fourth the study recommends that Government interventions aimed at increasing food 

security should institute policies aimed at helping food manufacturing firms to build dynamic 

capabilities.  

The main limitation of this study was that it was conducted among food processing firms in Nairobi 

County, which hosts the capital city of Kenya. The results may therefore not be easily generalizable to 

firms in other sectors and other counties with different resource constrains and business operating 

challenges. 
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