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This study examines the interactive effect of market orientation in the relationship between
organizational learning and market performance. Market performance, as the dependent variable, is
expected to create wealth for organizations and shareholders, however, so far, little empirical attention
has been given to market performance as one of the decisive end outcome of organizational learning
activities. Using a cross-sectional survey design, the empirical findings indicated a positive relationship
between the study variables. A continuum among the organizational learning styles (adaptive learning,
generative learning and triple-loop learning) was established with market performance. Market
performance is greatly improved when organizational learning interacts with market orientation and the
discussion focuses on managerial support, an appropriate learning infrastructure and market-based
organizational culture as the foundations for the relationships in the organizations.
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INTRODUCTION

Organizational learning has become a key resource for
improving organizational performance (Akgin et al,
2003; Hoe and McShane, 2010; Jiménez-Jimenez et al.,
2008; Jyothibabu et al., 2010) as companies with the
capacity to learn faster are likely to respond to market
challenges better than competitors. According to Chang
and Ahn (2005) business (firm) performance is inclusive
of both organizational performance and market perfor-
mance; where market performance is a measurement
system that is expected to cover all aspects of
organizational performance in the market place while
organizational performance is an internal or employee-
focused performance. The purpose of this study is to
focus on market performance as one of the end
outcomes of organizational learning.

The benefits of organizational learning are expected to
be embedded and manifested in the products and
services offered whereby customer value is tested in the
marketplace in terms of customer reaction. As the
competitiveness and survival in the market continue to
depend on customer reaction, we contend that this
relationship should be of interest to organizations that

practice organizational learning. Furthermore, we argue
that implementing market orientation is a learning
process which bears much of the seminal work of Senge
(1990), and Bui and Baruch (2010).

Review of literature shows that empirical studies on
organizational learning have concentrated on organi-
zational performance outcomes other than market-based
performance outcomes. For example, empirical study by
Politis (2005) focused on work outcomes such as pro-
ductivity; also a study by Yeo (2003) on the relationship
between organizational learning and performance
indicated internal performance outcomes such as
employee attitudes, motivation and commitment. Even
the study by Yang (2007) on organizational learning
emphasized internal performances. We, therefore, put it
that existing empirical explanations of how organizational
learning relates to market performance are incomplete
especially if learning is expected to create wealth for
organizations and shareholders.

The bottom-line is that as an organization learns to
make sense of its markets, market-based information,
such as customer-based behaviors, is expected to create
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outcomes that are manifested in its market performance
(O’Keeffe and Harington, 2001). For instance, according
to McGuinness and Morgan (2005) and Wang and
Ahmed (2003), consumers’ reaction as to how best an
improvement can be successful has to be sought if
organizational learning is expected to cause a change in
market performance especially at consumer level. Also in
line with the institutional theory the rate at which an
organization learns need to be better than competitors if
changes in the marketplace are to be expected; and at
least in line with market changes in order to cause an
impact in the market place (Saru, 2007; Konidari and
Yvan, 2006).

Organizations have to develop the capability to tap and
learn from market-based information that resides in
stakeholders who include customers, competitors,
channel members and suppliers so that appropriate
responses are made at the right time (Hoe and McShane,
2010; Werr et al., 2009). In this case, an organization has
to continuously adapt to the market environment which
requires a market orientation approach. Market orien-
tation is explained in the context of implementing the
marketing concept that focuses on satisfying customer
needs better than competitors (Racel et al. 2007; Mason
and Harris, 2006; Zhou et al., 2009).

Market orientation includes acquiring data, processing
that data and analyzes information on customers,
competitors and society in general. Organizations are
expected to learn from that knowledge in order to achieve
superior market-based outcomes. As a result market
orientation contributes to the attainment of a sustainable
competitive advantage by learning what customers need,
want and deliver customer value, examine and
proactively counter current and potential competitors; and
adjust to market trends with appropriate customer value
offerings (Day, 1994; Hunt and Morgan, 1995).

LITERATURE
DEVELOPMENT

REVIEW AND HYPOTHESIS

Organizational learning and market performance

Empirical research on the link between organizational
learning and market performance is still scare. However a
significant body of literature emphasizes that organi-
zational learning is a strong source for gaining
competitive advantage which in turn implies achieving
better organizational performance.

Garnett et al. (2008), Hancott (2005) and Schiuma and
Lerro (2008) noted that a good number of variables have
been used in measuring organizational performance
which include profitability measures, shareholder return,
return on sales, number of new products, return on
assets, return on capital, return on sales and others.

A study by Steer (1975) identified three dimensions of
measuring  organizational  performance: financial
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performance, business performance and organization
effectiveness, on the other hand Delaney and Huselid
(1996) has market performance as a distinctive
measuring variable for organizational performance.

In this study we emphasize the importance of
organizational learning in influencing market performance
in terms of. financial performance since the financial
component of an organization is much a result of
customer buying, market growth which is expected to be
attained if positive learning has taken place in the
organization and customer satisfaction implying that the
organization has successful learnt to manage and
implement the marketing concept. In this case the
fundamental argument is that for organizational learning
to be a source of profitability, competitiveness and
survival for an organization it has to be translated into
market-based outcomes that measure market perfor-
mance. This means that employees are committed and
open to learning (Prugsamatz, 2010) which ultimately
improves the organization’s competitiveness and
performance in the market place.

Furthermore the relationship between organizational
learning and market performance enables the
organization to be proactive in sensing trends and events
in the market place (Day, 1994; Tippins and Soh, 2003).
The relationship enhances the questioning and review of
the norms and values of the organization in order to
adjust to market trends. Among the obstacles to organi-
zational learning is motivating employees to learn by
sharing knowledge and to encourage them to abandon
what they currently have as successful working practices
and beliefs for new ones which may be considered risky.

Argyris and Schon (1978; 1996) and Senge (1990)
established two types of organizational learning: adaptive
learning (single-loop learning) and generative learning
(double-loop learning). Adaptive learning is about making
better the existing rules, enhancing efficiency and
improving the existing strategies, without tapering with
the norms and beliefs of the organization. In this case
when an error is detected and corrected there is no
questioning or altering the underlying values of the
system (Argyris, 1999) since it occurs within the context
of existing mental models (Akglin et al., 2003; Argyris
and Schon, 1978; Slater and Narver, 1995).

Consequently, if there is any fault with the existing
mental models, adaptive learning can lead to non-optimal
market performance. Adaptive learning is regarded as
the lowest level of learning in that even if habits are
learned there is still resistance to both change and future
learning which does not stop the error or problem to
happen again (Burgoyne, 1995).

Generative learning (double- loop learning) promotes
inquiry, challenges current assumptions and cause new
theories-in use (Argyris and Schon, 1996). Generative
learning redefines the current values, beliefs and norms
focusing on enabling strategic renewal and trans-
formation. Errors are questioned constructively as well as
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why or how successes occur and in this way learning
takes place when mismatches are corrected by first
examining and altering the governing variables and then
the actions (Argyris, 1999; Marquadt, 1996). This type of
learning is basically intuitive and tacit in nature requiring
a higher level of constructive foresight and rethinking.
According to Senge (1990) this level of learning is about
creating rather than coping.

Building on adaptive learning and generative learning,
is the triple-loop learning as the highest level of
organizational learning. At this level of learning there is
constant questioning and re-examination of current
norms, beliefs, values, products, processes and systems
as to how they promote the organization in the future
market place (Kuada, 2010; Wang and Ahmed, 2003).
Wright et al. (1995: 51) observed that “despite the firms
resources and capacities having added some value in the
past, changes in customers’ demands, in industry’s
structure or in technology may turn them into less
valuable in the future. This observation is in line with
triple-loop learning and therefore the continuous
challenge and assessment of those fundamental
variables becomes the source of innovation for the
organization. At this level the mental models are not
blocked and are not even kept within the current
experiences and practices only; but open-up to
accommodate new mental models that competitively
propel the organization in the long-run (Bui and Baruch,
2010; Weldy and Gillis, 2010). When an organization
successfully implements the triple-loop learning, it starts
“to see patterns where others see only events and forces
to react to” (Senge, 1990: 73). From the previous
discussion we hypothesis as follows:

Hi: There is a positive relationship between
organizational learning and market performance.

H,: Every organizational learning style (a) adaptive
learning, (b) generative learning and (c) triple-loop
learning, adds to the prediction of market performance.

The interactive effect of market orientation

Literature review on market orientation emphasizes its
importance in obtaining information about customers,
competitors and market trends. It enables the
organization to acquire new knowledge and anticipate the
needs of its current and future customers. This new
knowledge becomes the base for challenging the current
assumptions, beliefs and values leading to learning.
Market orientation scholars have over time agreed that
for market orientation to have an impact on performance
firms need to develop their ability to learn generatively, to
address latent needs and create customer value (Day,
1994, 1999; Kohli et al., 1993; Jaworski et al., 2000;
Slater and Narver, 1995, 1999). Within this line of
thinking, Baker and Sinkula (1999) and Jiménez-Jimenez

et al. (2008) add on that a strong market orientation must
be complemented by a strong learning orientation to
optimize the ability of firms to engage in both adaptive
and generative learning activities.

Market orientation is a necessary condition for
organizational learning as market information is
transformed into knowledge. Slater and Narver, (1995)
argue that managers seeking to maximize organizational
learning need to know how to develop efficient market
information through market orientation activities

Most of the studies to date, that have been carried out
on market orientation have been based upon the five
different perspectives developed by Shapiro (1988), Kohli
and Jaworski (1990), Narver and Slater (1990), Ruekert
(1992) and Deshpande et al. (1993). Recently, the
capability perspective has been proposed by Foley and
Fahy (2009, 2004). This perspective is based on the
understanding that market orientation has positive
relationships with a number of capabilities such as
customer-linking capability (Hooley et al., 2005) and the
market-sensing capability (Day, 1994). Market-sensing is
a pre-emptive capability which enables the firm to track
and learn how the market is moving in advance of its
competitors. This is through an open approach to market
information development and interpretation, leading to
the capture of market insights as characterized by
activities such as scanning outside the periphery or
seeking insights beyond the usual sources (Menguc and
Ash, 2006; Olavarrieta and Friedmann, 2007).

Shapiro (1988) conceptualized market orientation as an
organizational decision-making process starting from
information up to implementation. The major elements of
this process are a strong commitment by management to
share market-based information interdepartmentally and
to practice open decision-making between functional and
divisional employees. With this perspective, markets and
customers must be understood, information has to
permeate into every corporate function, it is important to
develop the ability to make strategic and tactical
decisions, decisions must be well co-ordinate, and the
strength and weaknesses of competitors must be
understood.

Kohli and Jaworski, (1990) developed the intelligence
perspective of market orientation. In this perspective
market orientation is viewed as the implementation of the
marketing concept, and is a mixture of three activities:
organization of market intelligence pertaining to current
and future needs of the customer, dissemination of
intelligence  within  the organization and also
responsiveness to the information obtained.

The strategic focus perspective by Ruekert, (1992)
presented the market orientation as the degree to which
a strategic business unit obtains, learns and uses
information regarding its customers, develops a strategy
considering the obtained information about customer
needs, satisfaction and implements that strategy meeting
those needs and wants.



Ruekert (1992) borrowed information and responsi-
veness aspects of his perspective from Kohli and
Jaworski (1990) and Narver and Slater (1990). This
perspective focused on the business unit in an
organization (identifying market orientation in each unit of
an organization) rather than the whole organization or
individual market as the unit of analysis.

Deshpande et al. (1993) developed the customer
orientation perspective. They proposed that in order to
achieve a long-term profitable venture, an organization
should put the customer’ interest first, while not excluding
all the stakeholders such as owners, managers and
employees. Deshpande et al. (1993: 27) further noted
that, “we see customer orientation as being a part of an
overall, but much more fundamental, corporate culture”.

The perspective of Deshpande, Farley and Webster
makes use of the cultural perspective of Narver and
Slater (1990). In this regard organizational learning and
market orientation are mutually dependent and
synergistic related in enhancing market performance (Bell
et al.,, 2008; Baker and Sinkula, 2002). Based on the
previous discussion, organizational learning can influence
market performance through the mediation of market
orientation, therefore we hypothesize that:

Hs: The interaction effect between organizational learning
and market orientation improves market performance.

METHODOLOGY
Research setting and procedure

A cross-sectional survey design examined the relationship between
organizational learning and market performance with the interaction
of market orientation. A self-administered survey questionnaire was
used to collect data. Questionnaires were anonymously completed
and data confidentiality assured. A questionnaire was developed on
the three study constructs using measurement scales derived from
previous empirical studies which were modified to suite the study
location.

The questionnaire was screened by experts/professionals with
whom a series of personal interviews were undertaken and basing
on their expert comments, some items were removed due to lack of
conceptual relevance. After this step, a second version of the
questionnaire was presented to another group of experts/
professionals who were requested to rate the relevance of each
measurement item. Taking into consideration the comments of the
experts/professionals the instrument was further refined and a pilot
study conducted on a sample of 60 organizations to evaluate the
reliability and validity of the measurement. A content validity index
of 0.7 and over was obtained from the pilot study.

The participating firms were approached and requested to
participate in the study. One respondent at senior level or middle
level management from each of the participating organizations was
contacted in person to fill in the questionnaire. We chose to use
senior or middle managers as unit of inquiry because they are seen
as having a wide breadth of knowledge of all the organization’s
functions, activities and operating environment (Frost et al., 2002;
Hillman and Keim, 2001). This is consistent with Westphal and
Frederickson (2001), Chattopadhyay et al. (1999), and Spanos and
Lioukas (2001) who also agree that top management has a
significant impact on strategic direction and change.
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Sampling and sample characteristics

The sampling frame for the study was based on the Uganda Bureau
of Statistics (UBOS) - Business Register 2006/07. The report
indicated a population of 11,153 organizations in Kampala region
from which a sample size of 718 firms (manufacturing sector 324
firms and service sector 394 firms) was established using Krejcie
and Morgan (1970) table. After establishing the sample size for
every industry in the stratum, a purposive sampling method
(judgemental sampling) was used to select the responding firms
using the sample frame obtained from UBOS. Of the 494 returned
guestionnaires, 483 were usable questionnaires (67.2%) and were
analyzed for the study. 11 questionnaires were unusable (8 were
inconsistently answered and 3 were incomplete).

Demographic characteristics of the sample firms and firm
respondents show that both manufacturing and service sectors
were adequately presented (45.8 and 54.2%, respectively).
Numbers of employees and annual turnover indicate that the study
covered the basic divisions of firms in Uganda namely small-scale
enterprises (maximum of 50 employees and an annual income
below shillings.100 million), medium-size enterprises (employing
between 50 tol00 workers with an annual income exceeding
shillings. 360 million) and large firms (with more than 100
employees). Organizational tenure indicated that 93.6% had
operated in Uganda for more than 5 years, 97.1% of firm
respondents were in positions of departmental managers and
above, and 97.8% were holders of PhDs (3.1%), Master’s degrees
(28.5%), professionals (21.9%) and Bachelor’'s degrees (44.3%).
Over 73.5% of firm respondents had worked for over 4 years with
their respective firms. All the firms are in the private sector located
in and around Kampala the capital city of Uganda a developing
country in the East African region.

Measurement, validity and reliability

The questionnaire comprised of two sections. The first section
captured data on the organization profile and that of firm
respondents. This was followed by organizational learning as a
function of adaptive learning, generative learning and triple-loop
learning while market performance covered financial performance,
market growth and customer satisfaction. Market orientation
covered customer orientation, competitor orientation and inter-
functional coordination. Measurements scales were based on
previous empirical studies and modified to fit into the local situation.

All item scales were anchored on a five point scale with 5 =
‘strongly agree’, 4 = ‘agree’, 3 = ‘neither agree nor disagree’, 2 =
‘disagree’ and 1 = ‘strongly disagree’. The scale reliability values
(Cronbach alpha) for all components were greater than 0.7 which is
the minimum acceptable level suggested by Neuman (2006) and
Nunnally (1978, 1967).

Organizational learning scales were derived from the works of
Bennett (1998); Chaston et al. (1999); Mostafa (2005) and Sadler-
Smith et al. (2003). This yielded a reliability Cronbach alpha
coefficient of 0.898. Item scales for market orientation were derived
from Narver and Slater (1990) and Narver et al. (2004) and yielded
an overall reliability of Cronbach alpha coefficient 0.862. Market
performance scales were adapted from the empirical research
works of Shoham et al. (2005), Narver and Slater (1990) and
Narver et al. (2004), yielding an overall Cronbach alpha coefficient
of 0.894.

Control variables
Type of industry, number of employees and organizational tenure

were introduced in the hierarchical regression models as control
variables. It would give an erroneous picture if they are not
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Table 1. Zero-order correlations matrix.

Parameter Means St. dev 1 2 3
Organizational learning (1) 3.79 0.533 1.00

Market orientation (2) 3.91 0.627 0.442* 1.00

Market performance (3) 3.85 0.814 0.476** 0.697** 1.00

** Correlation is significant at the 0.01 level (2-tailed): N=483. Source: Primary data.

Table 2. Hierarchical regression of the predictive power of each organizational learning strategy
(adaptive learning, generative learning and triple-loop learning) on market performance.

Variable Model 1 Model 2 Model 3 Model 4
Constant 4.86** 4.88** 4.29** 2.88**
Type of industry -0.092** -0.092** -0.078 -0.028
Number of employees -0.335** -0.336** -0.273* -0.100
Organizational tenure 0.172* 0.173* 0.135* 0.063
Adaptive learning 0.002 -0.001 0.000
Generative learning 0.267** 0.047
Triple-loop learning 0.600**
R 0.356 0.356 0.440 0.673
R square 0.127 0.127 0.194 0.453
Adjusted R square 0.121 0.120 0.185 0.446
F — statistics 23.1 17.3 22.9 65.8
R Square Change 0.127 0.000 0.067 0.260
F change-statistics 23.1 0.05 39.5 326.1
Sig 0.000 0.820 0.000 0.000
Sig F Change 0.000 0.000 0.000 0.000

n = 438 Standardized regression coefficients are reported. **regression is significant at the 0.01 level, *

regression is significant at the 0.05 level.

controlled; for instance we believe that some industries may be
given preferential treatment by government policy (Briggs, 2009) or
by virtue of geographical location which enhances their competitive
advantage. Firms with many employees and higher annual turnover
are expected to have the capability in developing superior
competitive advantages (Briggs, 2009). We also expect that for
some firms staying long in a certain environment enhances their
chances to build superior competitive advantage.

RESULTS

Table 1 indicates that organizational learning significantly
and positively correlate with market performance (r =
0.476, p < 0.01) which supports hypothesis H;. This
relationship indicates that organizational learning is a
positive function of market performance and as
mentioned before there is lack of confirming empirical
evidence where the dependent variable is market
performance. However, the results indicate what has
been widely conceptualized in literature that organiza-
tional learning improves organizational performance in its
wide application. Therefore, taking a general position of

organizational performance (which may or may not
include market performance) the results of this study are
supported by previous studies that found a positive
relationship between organizational learning and
performance (Bontis et al., 2002; Ellinger et al., 2002;
Michna, 2009; O’Keeffe and Harington, 2001; Tippins and
Sohi, 2003; Whittington and Dewar, 2004; Yeo, 2003).
The contribution of organizational learning (47.6%) to
market performance reflects its importance and
Brockmand and Morgan (2003), Dixon (1992), Dodgson
(1993), and Nevis et al. (1995) refer to organizational
learning as a critical competence for achieving superior
performance. Firms with such competence are expected
to learn faster and are better prepared for future
challenges than competitors (Day, 1994). Yeo (2003)
found out that the positive relationship is a result of a
collective effort of both individual learning and team
leaning which he referred to as subsets of organizational
learning.

Table 2 establishes the extent to which adaptive
learning, generative learning and triple-loop learning are



important in influencing market performance, respec-
tively. The results show the R squared change at each
step of the regression as well as the significance of the
beta weights for each variable in each model.

In model 2 adaptive learning accounted for 0.000%
variance in market performance (AR2? = 0.000) causing a
statistically non significant standardized coefficient (B =
0.002, p < 0.01). This is an indication that adaptive
learning style do not foster significant positive changes in
market performance, H,, is not supported.

In Model 3, generative learning was introduced in the
regression model and it contributed an additional 6.7%
variance in market performance (AR? = 0.067, p < 0.01)
resulting in a statistically significant standardized
coefficient (B = 0.267, p < 0.01), supporting Hy,. When
triple-loop learning was introduced in Model 4, it made an
additional 26.0% variance in market performance (AR? =
0.260, p < 0.01), resulting in a statistically significant
standardized coefficient (B = 0.600, p < 0.01) and
supporting Ho.

The standardized beta values in Models 2 to 4 give an
insight in the form of a continuum among these three
organizational learning styles, starting from the adaptive
learning style a low-level learning stage with non-
significant effect on market performance, through
generative learning style with significant effect on market
performance to triple-loop learning style with a higher
significant effect on market performance. It is observed
that in model 4 when the triple-loop learning a higher-
order learning style is introduced in the model even the
generative learning style stops to be significant.

It was hypothesized (Hs) that market performance is
improved when organizational learning interacts with
market orientation. To test Hz four multiple hierarchical
regressions were conducted as shown in Table 3.

The results in Table 3 show that organizational learning
and market orientation accounted for 13.5 and 9.3% of
variance in market performance, respectively (AR? =
0.135 p < 0.01 and AR? = 0.093 p < 0.01). More
empirical findings have emphasized that organizational
learning is a critical competence and a major asset for
organizational performance (Ho, 2008; Jiménez-Jimenez
et al., 2008; Lei et al., 1996; Subramanian et al., 2009). It
is also market-based knowledge that is very much
needed by an organization in its efforts to offer value to
customers.

Model 4 show that when the two-way interaction term
[Organizational learning* market orientation (OLXMO)]
was introduced in the model, it contributed an additional
16.0% of the variance in market performance (AR? =
0.160, p < 0.01) supporting Hs. The main effects
(organizational learning, market orientation and the
interaction term) accounted for 49.1% variance in market
performance (R squared = 0.491, p < 0.01).

In order to shed more light on the specific nature of the
interaction effects, Jose (2008) advances the idea of
generating graphs using ModGraph programme.
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According to Jose (2008), the conditions for the
statistical significant interaction to occur are (a) the
regression lines must not be parallel meaning that the
regression lines must exhibit different slops or gradients
and (b) the effect of one of the variables must differ
depending on the level of the other variable, that is the
magnitude of an effect should be greater at one level of
the variable than at another.

Organizational learning

Figure 1 proves that the effect of organizational learning
on market performance differ depending on the levels of
market orientation. The magnitude effect of organiza-
tional learning on market performance is greater at high
levels of market orientation than at low levels of market
orientation. The results support H; as the magnitude of
an effect is greater at one level than at another level
proving that a significant interaction exists, which is
consistent with Aiken and West (1991) and Jose (2008).

DISCUSSION AND MANAGERIAL IMPLICATIONS

This study empirically examined the relationship between
organizational learning and market performance (H,), the
extent to which each of the organizational learning
strategy namely: adaptive learning, generative learning
and triple-loop learning is important in influencing market
performance (H,) and the interaction effect of market
orientation in the relationship (H3).

To achieve these relationships and benefit from them
managerial support is vital together with an appropriate
learning infrastructure and market-based organizational
culture. Market-based organizational culture serves in
guiding employees’ behaviours and attitudes to
appreciate the value and importance of this relationship.

Non-marketing staff may try to distance themselves
from learning about market trends unless management
guides and shapes the behaviours and attitudes of all
employees. Such a culture imposes coherence, order
and meaning to the need for interpreting market trends.
For example, organizations with a low level of market
performance may focus on improving organizational
learning process by developing strategic training activities
that enrich customer satisfaction practices, put in place
better systems to store, manage and interpret market-
based knowledge in all sections of the organization.

Management should be open to new ideas and, to a
certain extent tolerate some risk experimentation with
some allowance for failure (Prugsamatz 2010). In this
way, management promotes positive attitudes towards
learning and marketing.

The results indicated that when an organization
depends on the adaptive learning style, there is no signi-
ficant effect on market performance. With the generative
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Table 3. Hierarchical regression analysis with market performance as the dependent variable.

Variable Model 1 Model 2 Model 3 Model 4
(Constant) 4.86** 3.78** 1.56** 1.98**
Type of industry -0.092 -0.083** -0.019 -0.022
Number of employees -0.335** -0.203** -0.050 -0.049
Organizational tenure 0.172** 0.101** 0.039 0.049
Organizational learning 0.405** 0.198** 0.170*
Market orientation 0.245** 0.203**
OLxMO 0.333**
R 0.320 0.488 0.575 0.701
R square 0.103 0.238 0.331 0.491
Adjusted R square 0.099 0.233 0.325 0.486
F — statistics 23.18 44.72 105,24 90.69
R Square Change 0.103 0.135 0.093 0.160
F change-statistics 23.18 95.58 253.02 88.28
Sig 0.000 0.000 0.000 0.000
Sig F Change 0.000 0.000 0.000 0.000

n = 438 Standardized regression coefficients are reported. ** Regression is significant at the 0.01 level,
* regression is significant at the 0.05 level.

Market Orientation

high
== med

Market Performance

== |ow

low

Organizational Learning

med

high

Figure 1. Interaction effect of organizational learning and market orientation on market performance.

learning style a positive significant contribution to market

performance is achieved and contribution

is highly

improved with triple-loop learning style. For managers,
this is in the form of a continuum with adaptive learning

as the low level of learning at one end and on the other
end is triple-loop learning - the higher-order level of

learning. Managers should strive to move

their

organizations from the lower end of the continuum where



the impact to market performance is minimal to the higher
level of the continuum.

Huber (1991) introduced the concept of unlearning,
pointing out the fact that the difficulty to forget and
unlearn the way things are done in organizations is one
of the major barriers to learning and change as most
employees may be inward-looking, preferring to perform
tasks which are routine in order to keep the status quo.

An organization operating at the adaptive level of
learning will in most cases focus on survival only and not
much on market performance superiority. To move into a
more competitive position the organization has to
upgrade its learning capabilities to the generative
learning level. At the generative learning level routines
and the status quo are constructively challenged in order
to effect necessary adjustments to improve on the market
performance.

According to the results of this study, when the
generative learning level is attained, the impact of
organizational learn on market performance increases as
the organization test potential ideas and replace old rules
with new ones. The organization is now more competitive
in the marketplace and should start to benefit in terms
such as profits, market share and customer satisfaction.

In order to offer products and services that contribute to
operational efficiency and strategic effectiveness leading
to better market performance, an organization will have to
apply triple-loop learning. This level of organizational
learning focuses on innovativeness to enhance superior
market performance in the future marketplace.

The competitiveness of the organization is now at
market leadership or close to market leaders. This level
requires continuous re-examination of how the
organization’s mission, vision, culture, offerings, the
process used, structures and systems are in conformity
with the future marketplace.

When organizational learning process is inclusive of
market-based information, it leads to what Morgan and
Turnell (2003: 256) refer to as ‘a process of market-
based organizational learning’; an indicative of a market
driven learning organization. This positive relationship
enables the organization to learn and act proactively to
market changes by facilitating radical and incremental
changes that allow the organization to achieve better
marketplace results (Mupepi, 2008).

Market-based organizational learning enables the
organization as a whole to focus on satisfying customer
needs (Levinthal and Rerup, 2006); which in turn
promotes creativity, innovativeness, risk-taking and
experimentation which are closely connected with
competitiveness in the market place. Employees become
conscious in developing those skills that identify market
opportunities and reduce on threats that may negatively
impact market performance. This means that it is
possible to reduce market performance negative gaps by
focusing on learning from external information. A positive
approach to this relationship is helpful for an organization
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to be skillful at problem solving, experimenting with new
approaches, learning from their own experience,
following the best practices of others and transferring
knowledge quickly and efficiently throughout the
organization.

Leaders must be models for new market-based
learning behaviours and norms; they must develop and
communicate a consistent learning vision and promote
learning initiatives in a manner that helps organization
members focus, allocate resources, and choose or reject
different opportunities (Bui and Baruch, 2010).

In the case of motivation, employees need to feel
valued and appreciated not only for visible output or
production but also for learning on the job, and
generating, and generalizing knowledge that improves
the learning curve of the organization. According to
James-Gordon and Bal (2003), employees, especially
salespeople, should be given more control and
responsibility over their everyday tasks, self-development
and their job-related training in order to enhance their
self-directedness in learning.

Conclusion

There is need for organizations to link their organizational
learning activities with market-based information in order
to improve on their market performance. It is better to
focus on higher levels of learning combined with a market
orientation approach. These developments requires an
organizational culture that challenges the status quo on a
number of issues, accepts openness to new ideas,
practices unlearning, and can takes on risks for purposes
of learning and innovativeness.

Organizations are in better positions to develop
competences that are both organization-based and
marketplace-based to undermine competitor’s innovation,
making competition irrelevant and open up new market
opportunities.

FUTURE RESEARCH

We acknowledge some limitations in this research study
especially that instead of a cross-sectional design, a
longitudinal study may be carried out. For future
research, this study can be repeated in a different
environment especially that we have tried to present a
detailed methodology used for this study. This is
important as there are still scare empirical studies that
have examined this relationship to enable practitioners
evaluate their organizational learning outcomes in terms
of market performance. Also, other than combining both
manufacturing and service firms, research studies can
take one sector at a time. Other important constructs of
market performance such as market share; customer
retention and customer complaints can also be tested.
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