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ABSTRACT

Every organizational development theorists stress the need for organizational changes
to remain competitive for any business (private, public, or nonprofit) stating that the need for
change is drive_n by external and internal environmental forces and organizational changes
must be planned whereby things to change and desired outcomes are clearly established. The
concept of learning organization is one of the total change strategies available to
organizations of all categories to utilize in steering through the challenges thrown into the
path of survival and success. The literature suggests changes to organizational factors are
necessary to implement the change strategies to bring about learning in organizations.
Finally, the benefits for such changes must be examined and measured as every
organizational change is geared towards better performance outcomes both financially and
knowledge-wise.
The purpose of this study was to examme: (1) the effects of external and internal
driving forces of change on planned organizational changes with respect to learning
perspectives; (2) the relationships between interacting organizational variables (under the
influence of driving forces of change); and (3) the effects of interaction of organizational
variables and learning outcomes on perceived levels of organizational performance both
financially and knowledge-wise.
A theoretical model and a survey instrument were developed to assess and validate all

the points mentioned above in a real world situation where learning and knowledge are
essential components. Personnel of small and medium sized software developments firms in
Thai Software Industry were chosen as the case study for empirical studies to assess and
prove the theories and literatures. The results indicated that the driving forces of change do
have an indirect effect on learning outcome and organizational performance of an
organization mediated by organizational variables.
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1 INTRODUCTION
It is usually the practice, traditionally, in organizations to leave all the thinking and
planning to senior management while everyone else follows what is decided as the best
practices for the organization by the senior management. This method of planning and
conducting business for organizations may still be successful to a certain degree except that it
does not fully utilize the available resources namely the entire workforce in the organization
who may have a lot to offer towards effective and efficient work processes, improved
products and services for customers, and a productive work climate. It is generally accepted
nowadays that organizations are being increasingly challenged by a competitive market
geared towards globalization which calls for setting new business strategies in order to meet
the near and long-term goals and overcome the challenges. Leadership capabilities must be
built up to a better and stronger level and workplace must be transformed into a healthier
environment by creating a work climate open to creative thoughts. It is necessary to do away
with work hierarchies and shift away from the traditional practices.
Constant changes are a way of survival for organizations m dynamic business
environments. Competitive markets and ever-changing customer demands usually are the
major driving forces for organizations to continuously think about initiating changes for
better performance. One of the major reasons organizations change is to obtain success
financially and knowledge-wise, and they do so through tools and techniques designed to
meet the challenges brought about by dynamic business environment. Vision, Mission, Goals
and Objectives are usually set based on the environmental factors at the time when the
organization is brought into existence and organizational strategies and plans are laid down
accordingly. However, as the term "dynamic" suggests, the environment is always changing
and organizations need to follow suit by changing organizational strategies and plans
accordingly to survive and be successful. For organizations to compete in the current
1

infonnation age, it is necessary to remain dynamic, competitive and to continuously look for
ways to improve.
Continuous change and improvement in tum demand a commitment to learning and the
transfer of that learned knowledge into action (Garvin, 1993). It has become apparent that
organizations thac do not learn better and faster from past experiences and do not translate
new knowledge better and faster into improved systems, processes, products, and services
will not survive long. The ability to learn better and faster than competition may only be the
sustainable competitive advantage and the key to survival (Senge, 1990). As such, learning
within organizations has become a prime research target in recent years . Organizational
development theorists has stated that a continuous learning process is proven to be beneficial
in tenns of change and performance and is imperative for the organizations to cope with the
modem day business world (Senge; 1990; Garvin, 1993; Marquardt, 1996; Watkins &
Marsick, 1996). The attention given to an organization's ability to learn is driven by the need
to remain dynamic and fluid in a constantly changing environment which is being shaped by
environmental, industry-level and organizational-level driving forces. Organizations that
develop strategies and encourage to actively and continuously learn at the individual, team
and organizational levels have been termed as learning organizations by organizational
development theorists.
Though the concept of learning organizations may be a new approach to organizational
development and management, the various dimensions of learning organizations presented in
the published literature are not entirely new concepts, but rather are a collection of the
theoretical findings including organizational learning, organizational development, system
theory, and cognitive science. These theories are collectively utilized to build organizations
that continuously and effectively learn (Wikipedia, 2012).

2

Pedler, Burgogyne and Boydell ( 1991) described a learning organization as "an

organization that facilitates the learning of all its members and continuously transforms
itself'. Peter Senge (1990) has further expanded the definition by adding the involvement of
the people in which he stated that learning organization is the place where members develop
the aptitude neces-sary to create desired results, where innovative, unrestrained and out of the
box thinking are fostered, where their ambitions to succeed are collectively and totally
unleashed and where members are encouraged to learn continuously together to see the
~omplete

picture of their efforts. Johnson (1993) concurred with Senge's definition of the

concept by stating that work environment in learning organizations are conducive to
innovative thoughts. Each and every member of the learning organization holds the belief that
answers for every problem encountered in the workplace are there inside each individual and
collectively within the organization itself, and it is critical that organization exploit into this
knowledge base. Members of learning organizations would experience a paradigm shift from
traditional strict hierarchical workplace attitude to the one where input and viewpoint of
every member is valued and nurtured, and learning to participate in the idea creation,
innovation and challenging oneself to contribute to the betterment of the workplace is
encouraged (Rheem 199 5). Watkins and Marsick ( 1992) has provided some basic
characteristics of learning organizations as an organization where the change processes are
geared towards shared values and principles, and changes are jointly carried out with
members being accountable as a whole rather than individually for the results through total
involvement. Mason (2012) stated that truly learning organizations cherish changes and are
constantly establishing positions to cause a structure that is continuously developing with
integrated visions of the future.
In addition to suggestions by theorists on the definition of learning organization (Senge,
1990; Pedler et al, 1991; Kline & Saunders, 1993; Watkins & Marsick, 1993; Marquardt,

3

1996) and the obvious importance of learning and collective action, there are other
characteristics that are recognized as part of learning organization such as vision and mission
which includes learning as part of its goals, an organization culture that promotes learning
and the supporting environment or climate and the leadership that strongly advocates
learning. Lesser characteristics may include systems thinking and open communications
among members, flexible organizational structures with effective organizational supportive
systems, management supportive to learning and teams motivated to learn.
The idea of learning organizations differs from other organizational development
theories in the perspective of the systems view, i.e. how the organization views and
determines its relations and impacts to the industry it is involved in, and how the internal
systems fits into the larger system (Haines Center for Strategic Management, 2010). Leaming
organizations are built with emphasis on the perspective of learning opposed to Total Quality
Management's focus on process quality or Organizational Re-engineering's focus on process
efficiency and .effectiveness. It has been widely theorized that by focusing on learning for
organizational strategies and plans, the organization shall obtain the ability to develop new
ways of thinking on high levels, more refined and mature levels of generating innovative
thinking, creativity, and organizational advancement (Senge, 1990; Watkins & Marsick,
1993; Kaiser & Holton, 1998)

1.1

Significance of the Study
O'Keeffe (2002) wrote that "learning organizations develop as a result of the pressures

facing modern organizations which enable them to remain competitive in the business
environment". It is, therefore, critical and imperative to understand how much of an influence
external and internal driving forces; i.e. environmental, industry and organizational-level
forces (Lunenburg, 2010; Sakar, 2010) exert upon management of an organization to take
action in terms of formulating and implementing organizational strategies, style of
4

management and leadership, and organizational culture in transforming into a learning
organization; how each individual and/or work unit itself strives towards creating a learning
organization; the level of significance some of the organizational variables (Burke et el,
1992) have on the organizational change; and how these changes collectively affect the
performance of the organization financially and knowledge-wise.
The purpose of the study is to assess the perception of members of organizations to
discover how big an influence external and internal forces exert upon an organization to
~trive

towards becoming a learning organization, to evaluate how important a role the

organizational variables play on organizational performance via changes and learning
outcome, and finally to assess the level of effectiveness of the changes on performance of the
organization both financially and knowledge-wise through respondents' perception. The
study shall empirically measure the principle perceptions of learning organization such as the
culture of learning, and learning at all levels of the organization in a field survey and based
on the measurement it shall analyze the relationships between driving forces and
organizational variables, organizational variables and learning outcomes at various levels,
and perceived financial and knowledge performance improvements using a theoretical model.
This study is heavily influenced by the work of Jirayut Poomontre (Poomontre, 2005) where
the theoretical model was based on the same basic principles and theories but this study has
extended the model some more by adding the aspects of driving forces of change and their
influence on the organizational development.
Since the turn of the century, due to the advancement in communications in
globalization, Thai businesses are adopting many management concepts, theories, and
practices to assist their respective organizations in achieving the ultimate purpose of
sustainable development and viability. The management theories and concepts of knowledge
management, organizational learning and learning organizations are becoming well known

5

among the rapidly and constantly changing business industries. Some studies have shown that
organizations in both private and public sectors are attempting to deal with the challenges
brought about by changing social trends, consumer behavior, regulations, competition, etc. by
encouraging for learning to occur at all levels of the organizations. Every change for
betterment of the organization is always a good practice; however, it is imperative to
empirically measure the effectiveness of the changes through organizational performance
outcomes. Therefore, this study shall explore the organizational changes with regards to
learning perspectives due to the external and internal driving forces and how the changes to
and interaction of organization variables or dimensions correlate to the learning outcomes and
perceived levels of financial and knowledge outcomes.
To conduct the research in a Thai environment, personnel of small and medium sized
software development firms in Thai Software Industry were chosen as the target group of the
study. The reason was that organizations that develop things based on intellectual factors
need innovation, and learning brings about innovation. It is also an important business sector
that plays a prominent role in the country's attempt in becoming a creative economy and
offer lucrative opportunities for investors.
1.1.1 History of the Thai Software Industry
Since the late 1980s, Thailand has worked towards developing a nationwide
information technology infrastructure with the intention of serving both the government and
the private sector. The Ministry of Information and Communication Technology (ICT) was
established in 2002 to develop and support comprehensive and wide-ranging electronic
processes for government, commerce, industry, and society. It is the aim of the new policy to
incorporate information technology into every walks of Thai society and eventually improve
the economy and modernize the nation.
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Nowadays, Thailand is becoming an attractive investment location for reasons such as
availability of vital components for software development firms like superior infrastructure
for development of information and communications technology including fast and reliable
broadband Internet connection, availability and ease of connection of required electrical
power, security conscious networks, and availability of excellent facilities for R&D and
production. Availability of skilled technical people working in the software sector and
potential for hiring more at half the cost of those in the United States and the European Union
is.also a big attraction for foreign investors. Legal framework in Thailand also offers strong
support where the Board of Investment (BOI) classifies software development as a priority
activity crucial to the country's prosperity (Thailand Investment Review, 2011).
Thai Software sector's market value in 2010 was 67 billion baht. The overall value of
Thailand's computer software market from 2006 to 2010 has shown a continuous upward
trend, with an average growth rate of 10.6% per year, as illustrated in Table 1 and (NSTDA,
2009).

(/)
Table 1: Total Value of Thai Computer Software Market in (2006-2010)

Year

Total Value (Billion Baht)

2006

50.064

2007

56.616

2008

62.937

2009

64.365

2010

67.884

Source: Executive Summary: Thailand ICT Market and Industry (NSTDA)
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Figure 1: The Computer Software Market in (2006-2010)
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1.1.2 The Need for Leaming Organizations in Thai Software Industry
The means of learning organizations would be one of the approaches for Thai Software
Industry to gain an edge against competitors and for business sustainability and viability as
having more knowledge on hand and ready to use it for own advantages is always an
advantage against competition. Enough suggestions has been made concerning the need to be
adaptive, quick to respond, and being in-line with business needs to survive in and be
successful in the frenzy business world of 21st century (Ross, Beath, & Goodhue, 1996, cited
in Roepke, Agarwal, & Ferratt, 2000). Traditional ways of top-down organizational
management and structures are no longer effective in Thailand's business landscape.
Consumers demand better quality, service, and support which the competition is ready to
offer in a very competitive market. It is essential to be always ready, both knowledge and
performance wise to stand out against the competition both locally and globally. By nature,
the software business is a learning business. There are always new technologies to learn, new
and better methods to accomplish things and past experiences to reflect upon to gain better
quality product and guarantee customer satisfaction. It is absolutely necessary to be
8

knowledgeable and competent to maintain the current customer base and gain new customers.
Leaming must be a second nature at all levels of the organizations for this industry and it is
important that the industry realized how important learning is to their survival.

1.2

Statement of Problems
Leaming organizations do not just evolve into one overnight. In other words, they are

not instantaneous and do not happen on the whim of the management. There are forces
compelling the move towards this change. Training alone is insufficient in creating the basis
of a learning organization, but success will only be realized as the consequence of learning at
the whole organization level (Pedler et al, 1991 ). To maintain competitive, organizations
must learn better and faster than existing competition and must develop a culture that is
responsive to customers' needs (Hipsher et el, 1997; O'Keeffe, 2002). Argyis (1999)
identified that organizations are required in principle to be knowledgeable on new products
and process as they become available, ongoing events in the external environment, and
generate innovative answers to problems utilizing all means at disposal (skills, knowledge,
human, etc.)
Burke and Litwin (1992) defined external environmental forces as "any outside

condition or situation that influences the performance of the organization" and being the
most important driver for change. Indeed, most changes can be traced back to external drivers
for change such as technological developments, competitive environment such as declining
market shares due to competition, economic/financial problems, social trends such as changes
in consumer tastes, preferences, purchasing patterns & frequencies, and politics.
However, not every attempt to become a learning organization can be attributed to or
can be explained by external environmental forces. There are internal driving forces within
the organization itself such as poor financial performance, nature of the workforce,
dissatisfaction of the workforce, inefficient existing systems, a requirement to boost profits,
9

or cultural traits not aligned with organizational goals and objectives which may individually
or collectively force the management to strive towards becoming a learning organization.
Ang and Joseph (1996) has done a research on the various literatures available on learning
organization and organizational learning and concluded that 35% of the publication included
in the research mentioned trigger events for organizational learning or for creation of learning
organizations. Hence, it is crucial that organizations are aware of the intensity and importance
these driving forces of change influencing the organizational changes geared towards a
learning organization. Most research literatures on learning organizations do not empirically
test the significance of external and internal driving forces on the learning organizations.
Rather, it is stated that they do have an impact. Therefore, these statements should be
empirically tested by determining whether the external and internal driving forces
collectively explained the organizational change and perceptions on performance (financially
and knowledge-wise) or are there any other forces that are unexplained by various
organizational change models.
Furthermore, there are certain organizational dimensions in 7S Framework (Pascale and
Athos, 1981; Peters and Waterman, 1982) that are interrelated and could not be ignored in
any small or large scale successful implementation of organizational strategy or
organizational change process. Burke and Litwin (1992) have added further theory on how
external environment affects these factors and how these factors affect each other and
organizational performance. Hence, it would be useful and valuable for the management to
see how much each of these organizational dimensions can contribute towards becoming a
learning organization and organizational performance both financially and knowledge-wise.
Eventually, it is essential that the organizations measure the effectiveness of the
changes contributing towards organizations' financial and knowledge performance outcomes
in becoming a learning organization by assessing the perception of its members (Yang,

10

Watkins, & Marsick, 2004) and continuously improve the practices and processes according

300G2 e.-·1

to the feedback from the measurement.

Most of the organizational change models focus on the organizational change process
itself, but not on what drives them towards this change or discusses on measuring the
organizational performance after change. For example, McKinsey 7S Framework (Pascale
and Athos, 1981; Peters and Waterman, 1982) connects structure, strategy, systems, skills,
style, staff, and shared values elements in an inter-relationship and stated that these aspects of
the organization are required to be aligned and supporting each other in order for the
organization to do well. Hence, the model is useful in identifying the areas for realignment
for improving organizational performance or to maintain the alignment (and therefore the
performance level) during any kind of organizational change and it is mainly utilized to
assess and observe changes in the internal situation of an organization. Kotter's Eight Steps
to Change (Kotter, 1996) is an eight steps model where each step represents an action and
aligned in a straight line manner. Steps include establishing a sense of urgency, forming a
powerful and guiding coalition, developing vision and strategy, communicating the vision,
removing obstacles and empowering the action, planning for and creating short-term wins,
consolidating the gains, and anchoring in the future. The essence of the model is to focus on
the employee buy-in which is an essential component of the organizational change. It also
provides clear guidance to the change process.
The basis of the research was not only to find elements that are essential for
organizations in moving towards the learning organization, it was also necessary to identify
the driving forces that are pushing the organization towards this change and essentially
measure the performance after change in terms of finance and knowledge. Therefore, it is
necessary to combine the models and extend the capabilities and prove that the assumptions
and theories used in building the model is correct by empirically testing it out.
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1.3

Objectives of the Study
The objectives of this study are as follows.
•

Appraise the construct of Learning Organization as it is portrayed by various
existing literature and implied benefits and shortfalls it offers through review of
various literatures

•

Empirically measure the perception on driving forces; environmental-level,
industry-level and organizational-level, that causes organizations to transform
into Learning Organization in Thai Software Industry

•

Evaluate the perception on the role and effect of learning organization
dimensions, i.e. transformational and transactional variables to be found in the
small and medium sized firms in Thai Software Industry

•

Empirically test and analyze the perceptions on the relationships between driving
forces of change, learning organization dimensions, learning outcome and its
effect on perceived organizational performance outcomes both financially and
knowledge-wise in the Thai Software Industry against a theoretical research
model

•

Analyze the findings to seek for unexplained driving forces and organizational
dimensions (if any) that may have a role to play in organizational changes in the
Thai Software Industry which is not part of the research theoretical model
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1.4

Scope of the Study
Research is targeted at small and medium sized software development and information

technology firms of approximately 20-100 employees in Thailand. The population, sample
size, and number of organization included in the research are determined by the list of
-

organizations supplied by Association of Thai Software Industry (see section 3.3 for more
details). The survey shall ask the staff in these organizations for their perceptions on
following topics; what environmental forces are vital to organizational changes, what roles
each organizational variable play in learning in their organizations, how necessary is learning
to their organization and how learning affects the organizational performance both financially
and knowledge-wise. Though the study shall be restricted to software development and
information technology organizations it is the researcher's belief that the results can be
inferred and applicable to other sectors oflnformation Technology.

1.5

Benefits of the Study

-

J=-

The outcome of this study shall provide what driving forces are more influential and
will directly influence an organizations' way of thinking with regards to business and
strategies, and practices shall be appropriately modified towards becoming a learning
organization. It shall also pinpoint what driving forces are insignificant and could be
disregarded. The results shall list out the perceptions of respondents on role and level of
influence each organizational variable exert on the learning outcome and on performance of
organization both financially and knowledge-wise. Therefore, the organization will be
equipped with the knowledge to lay down short and long term plans for changes to the most
influential organizational variables first and foremost and the not so prominent ones in the
latter stages. The research shall bring value to the small and medium sized software
development firms as the result shall be empirically tested and verified, and will provide
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understanding on effects of environmental forces and effects of organizational variables on
perceived levels of organizational performance improvement both financially and
knowledge-wise.

1.6

Theoretical Framework
A learning organization has the superior ability to continuously learn, adapt and change.

It has come into existence upon necessity to survive and prosper, driven by environmental

forces and must have certain values like appreciation for learning and thirst for knowledge,
firm policies and management practices supporting learning, programs, support systems and
organizational structure in place to support and accelerate organizational learning.
The theoretical framework is constructed from a collection of existing theories. It is the
researcher's belief that driving forces shall require the organizations to change and
organizational changes from learning perspective involves attempting to learn better and
faster than competition and transforming the organization into a learning organization (Senge,
1990; Garvin, 1993; Ang and Joseph, 1996). This action shall affect certain organizational
variables in such a way that they will play a vital supporting role towards achieving that goal.
The organizational model of Burke and Litwin' s (1992) "A Causal Model of Organizational

Performance and Change" hypothesized the relationship between external environment
influencing organizational variables; the constructs of transformational and transactional
variables, and organizational performance which is the very goal the learning organizations
are trying to achieve. The original model is extended by measuring the level of influence
external and internal forces exert on the organizational variables. Furthermore, continuous
learning must occur at all levels; individual, team, and organizational, in a learning
organization and the result of the effort taken to create capacity to learn better and faster at all
levels (the learning outcome) shall improve organizational effectiveness and performance
(Senge, 1990; Pedler et al., 1991; Watkins & Marsick, 1993; Marquardt, 1996). It is
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hypothesized in the model that certain organizational variables are vital to transforming into a
learning organization and must be taken into consideration when the transformation strategy
is developed. Eventually, every performance outcome domain must be measured for feedback
and improvement The scale of measuring the performance in terms of perceived
improvement financially and knowledge-wise is adopted from the Watkins and Marsick's
"Dimensions of Learning Organization Questionnaire" (Yang, Watkins & Marsick, 2004 ).

Driving Forces of Change, Transformational and Transactional Variables, Leaming
Outcome, and Organizational Performance are to be viewed as latent constructs in the model.
They may not be measured directly, but rather indirectly through a set of indicators (see
Figure 2). Following indicators shall be used to indirectly measure the construct of at driving
forces of change which are political, economical, social, technological, and legal
(environment); new entrants, substitute products, bargaining power of suppliers and buyers,
and intensity of rivalry (industry); and perspective from customer, financial, process and
learning (internal).
Figure 2: Nomological Network of Theoretical Framework
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The learning organization construct shall be measured through following indicators;
individual learning, team learning, and organizational learning. The performance construct
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shall be evaluated through following indicators; perceived level of performance financially
and knowledge-wise.
1. 7

Definition of Terms
To enhance the readability of this research, following definitions are provided for better

comprehension of the terms in the context they are used.
1. 7. I Driving Forces (of Change)
Change theories stated that changes are driven by factors external and internal to an
organization. These factors include, but not limited to the developments in the macroeconomic environments, practices and prospects in the industry, and the organization's
performance, strength and weaknesses.
I. 7.2 Organizational Change
Organizational change process involves shifting an organization, through a variety of
means, away from its current state of things in the direction of some future state everyone
desired, to enhance the organizational effectiveness (Lunenberg, 2010). Organizational
change may be heavily influenced by Driving Forces (of Change). Changes can have
following dimensions. The magnitude or size of the change may be incremental, major or
transformational. The focus of the change may be at differing points in the system such as
strategic, tactical or operational. The level of change may occur either at individual, group,
organization, or all of them (Sarkar, 2010).
1.7.3 Organizational Leaming
Organizational Leaming is defined by Dixon ( 1994) as the deliberate utilization of the
results of undertaking learning processes at different levels of the organization such as
individual, group and organization level itself to constantly change the organization towards a
direction that is progressively satisfactory to all the stakeholders. Organizational Leaming is
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regarded as something of significance to be adopted as part of Organizational Change as a
mean by which management can "bring out the best" in the organization (Watson, 2002).
1. 7.4 Learning Organization
Learning Organization is defined as an organization that makes things easier for
learning to occur among its members and constantly change itself for advancement (Pedler et
al, 1991). The concept focused mainly on promoting continuous improvement and
innovation, creation and sharing of knowledge and most importantly creating and promoting
a learning culture at the individual, team and organizational levels. The idea has become a
widely used term and gained recognition since the publication of Peter Senge (1990).
1.7.5 Transformational Factors
The term transformational factors are defined by Burke and Litwin (1992) as
organizational variables influencing or influenced by fundamental changes in an
organization. The influencing or being influenced is theorized to be brought about by the
organization interacting with environmental driving forces (both internal and external to the
organization).
1.7.6 Transactional Factors

S

( E
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The term transactional factors are defined by Burke & Litwin (1992) as factors that
have a significant influence on the behavior of the organization and changes happen as results
of the short-term reciprocity (mutual exchanges of favors) among individuals and groups.
1. 7. 7 Organizational Performance
Organizational Performance is defined as "the outcome or result as well as the

indicator of effort and achievement" (Burke & Litwin, 1992). Actual organizational output or
results is usually measured against the intended outputs set by objectives and goals when
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performance is being determined. Organizational Performance covers broad areas of
outcomes depending on industry such as financial, product market, knowledge-wise, etc.
1.7.8 Organizational Performance Measurement
Organizational performance measurement in this dissertation entails the process of
collecting and comparing the perception of individuals in an organization of the past and
present financial and knowledge-wise results through learning outcomes at individual, group
and organizational level due to changes initiated by the organization concerning
transformational and transactional factors.
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2 LITERATURE REVIEW

In the following sections, effects of driving forces of change on organizational
transformation, the role of organizations variables on learning at individual, team and
organizational learning, and improvement of organizational performance through learning
and changes shall be reviewed through relevant theoretical literature and empirical studies.
Information searches were conducted on databases available at Assumptio.n University
Library system and popular Internet search engines with the following keywords;
organizational change, driving forces of change, change factors, learning organization,
individual learning, team learning, learning in organizations, organizational culture,
organizational

learning,

management,

knowledge

learning

organization

transformation/implementation and measuring learning organization. Information from
various online journals, textbooks, research papers, doctoral dissertations, master thesis and
books by well-known authors were reviewed, evaluated and consolidated for this literature
review.
2.1

Reasons for Organizational Change

Researcher shall review the relevant literature on theory of change and why change
occurs as part of the dissertation. However, other aspects of organizational change such as
change process and change management shall not be covered.
Charles Darwin once stated that "it is not the strongest of the species that survives, or

the most intelligent, but the one most responsive to change". Change is unavoidable in every
aspect and walks of life. As such, organizations which are made up of a group of individuals
from all walks of life must also adapt and change in order to survive just as each individual
must. The only certainty for organizations in the so called "Information Age" is countless
changes through the life cycle of the business which is unavoidable if the organization is to

19

remain viable. Organizational change process involves shifting an organization, through a
variety of means, away from its current state of things in the direction of some future state
everyone desired to enhance the organizational effectiveness (Lunenberg, 2010).
2.1. l Theory and Dimensions of Change
Organizational changes are not spontaneous events. Driving forces (both internal and
external) initiate the change process and keep the change going on whereas resisting forces
(internal) go against (attempt to oppose) driving forces. Change happens because the forces
driving for change are stronger than those resisting the change. They are also not
instantaneous. The organization must first be aware of and accept the need for change and be
prepared to move away from the current practices. Hendry (1996) stated that the hardest
piece in the entire change process is in beginning the process. Next, the dimensions of change
such as scale, focus, type, and source of changes must be agreed upon and a plan must be
formulated to implement the changes desired. The plan must clearly state the desired outcome
from the changes with the method and tools necessary to measure the outcome of change
defined. Many theorists and literature have defined the following dimensions of change
(Ackerman, 1986; Alas 2007; Billing, 2009; Pettigrew and Whipp, 1999; Pierce et al, 2002;
Sakar, 2010).
1)

Scale/Magnitude of Change

Three distinct groups for the magnitude of changes are defined in most literature.
Incremental changes are intentionally implemented slowly over time to promote continuous
improvement and stability such as cultural changes of an organization; operating values,
norms of behavior, relationship between management and employees, etc. Major or
Transitional changes replace existing ways of accomplishing tasks with something new such
as elimination of non essential activities for cost reduction; outsourcing; partnering; creating
industry alliances, etc. Radical or Transformational changes are very rare and usually ends
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when a new condition or circumstance materialize out of the remains of the old state such as
structural changes of an organization; mergers, acquisitions, consolidations, divestitures,
promotions, layoffs, or new leadership, etc.
2)

Focus of Change

Tactical or eperational changes are changes taking place within the given system with
intention to influence at individual and team/group level such as developmental changes
improving skills, methods, or conditions through technology utilization, work processes reengineering, better tools and techniques, etc. Strategic changes are changes aiming to change
the system itself at organizational level such as an organization changing its strategic intent,
core purpose, or m1ss10n.
3) Type of Change
Proactive changes are usually planned, effective and are implemented by organizations
to produce some kind of strategic advantage anticipated in the future environment. The
organization deems that according to its assessment, the change shall be beneficial. Reactive
changes are responses to the unexpected changes in the status of the environment, industry or
organization that have occurred.
4)

Context or Source of Change

NC~
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The source of the change can originate either externally or internally. The following
section, Driving Forces of Change, shall review the literature in detail.
2.1.2 Driving Forces of Change
For each organizational change, there is a driving force or a cause whether it is external
pressure from the environment and industry or internal pressure within the organization. For
each organizational change, there is a force, cause, or source of those organizational changes
(Sutevski, D, 2009). Every change usually brings out direct and indirect effects to the entity
that is being changed. Some important focus points in each category (internal and external
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forces) will now be reviewed (Proehl, 2001; Pierce et al, 2002; Sakar, 2010; Spector, 2011;
Maynard, 2011 ).
External driving forces are situations or events that are out of the influence of the
organization to control as they occur outside of the organization (environment or industry
related) whereas - internal driving forces are pressures in the internal environment
(organization related) that can initiate changes and are under the control of the organization.
Change drivers are numerous and dynamic with some of them widespread and common
regardless of scale, sophistication and industry like "technology utilization" but some are
industry specific like "industry regulations". They can be inter-related where at least one
aspect of internal change drivers is expected to be affected by external change drivers.
Perceived intensity of the same change driver differs between organizations. It is not an

-

adequate reason for the organizational change when a change driver appears on the scope but
it is up to the organization that is affected to decide.

r-

~

1) External Driving Forces

External driving forces collectively include environmental and industry level change
drivers as they originate outside the organizations in macro-economic environment and the
industry. Changes from external driving forces are usually triggered upon the organization's
awareness of the changes in the macro-economic environment or upon the analysis of the
practices and prospects in the industry, and its decision to take action to gain strategic
advantage over competition. It is always important for the management to be aware of the
level of influence of environmental and industry related drivers, and maintain a strategic
planning process that is able to respond rapidly and easily adaptable to current and future
environment.
Environmental change drivers are part of the PESTEL framework. They are Political,
Economic, Social, Technological, Environmental, and Legal factors. They may be inter-
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related where a political change in terms of tax policies may affect the social and economic
factors.
Political factors include factors such as government stability, trade regulations, social
and tax policies, etc. Industry friendly regulations, sound social policies and moderate tax
policies are dependent on a stable government which in turns contributes to higher
investment, diligent and high productivity workforce.
Economic factors include issues like accessibility to credit, interest rates, inflation, and
unemployment rates. Access to credit and capital are essential to the survival of many SMEs
and high interest rates prevent business expansions and affect the unemployment rate. During
recession in the local or national economy or when encountered with rising inflation rates, the
workforce suffers from attitudes and low morale problems, which may in tum affect
performance and productivity.
Social factors include population demographics, wealth distribution among population,
lifestyles and trends that changes with time, and higher or lower educational levels that are
results of education policies. The factors in labor markets such as available workforce (young
or aging population), skilled workers (education levels) affect organizations directly where it
leads to a shortage or a surplus of qualified employees. Lifestyle services and products
flourish when wealth is widely distributed among intelligent and socially competent
population with superior brand awareness.
Technological factors such as latest discoveries and innovations, rapid advances and
changes in technology, new technology that rapidly become obsolete, and new technological
platforms usually influence organizations to change. Computers and Internet together have
revolutionized workplace and business processes with the higher speed of data processing
and information retrieval which has positively affected organizational performance and
productivity.
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Environmental factors include environmental protection laws such as carbon emission
control regulations, laws on waste disposal, regulations on energy conservation, and positive
stances demanded by environmental activists. Initiatives by Government and NGOs alike are
drawing the population away from non-environmental friendly choices of goods; and urging
organizations to think green in their business and operational practices.
Legal factors inciting organizational change may include product, employment, and
health/safety regulations, and competition laws. It is always prudent for entities affected by
changes in governmental laws and regulations to study the context and content, and analyze
the impact and benefits.
Organizations upon analysis of the industry practices and prospects such as
competitor's objective, assumption, strategies, and capabilities and customer's preferences,
spending strategies and pattern may decide to initiate organizational changes to gain strategic
advantage over competition. The five competitive forces stated by Michael Porter (1985) can
be used to explain the industry level change drivers which are entry of new competitors,
threat of substitute products, bargaining power of suppliers, bargaining power of customers,
and existing rivalry between competitors. The strength of these forces may vary among
different industry but the collective strength of these five forces can determine whether an
organization in a certain industry can make profit.

'il

Entry of new competitors brings new capacity and resources into the industry. The entry
may be seen by the existing organizations as a threat to their profitability and may raise the
barriers to enter or entry level requirements to the market. Entry barrier may include
requirements for capital investment (supplier), economies of scale, costs associated with
supplier switching for customers, industry distribution channels and technology access for
new entrant, consumer brand loyalty, and government policy. Higher entry level requirements
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and likelihood of retaliation from existing organizations may hinder the opportunities of the
new entrant and make the task more difficult.
Threat of substitute products may require an organization to initiate changes that raise
the performance or price feature of products and services rendered. The magnitude and focus
of change may depend on buyers' readiness to use the substitute product, quality level of the
substitute product, price and performance of substitutes compared to existing product, and the
costs involved in switching to substitutes.
Bargaining power is a powerful force as it may determine the level of profit enjoyed by
an organization. Suppliers containing the high bargaining power may induce actions in an
organization on changes that would strengthen the position as a buyer to reduce potential
business risks. The scale and context of changes may depend on availability of suppliers in
certain areas where the supplies are needed, costs associated with switching suppliers,
importance of using the supplier's brand, supplier's control on distribution channels, quality
and service provided by current supplier, the level of profits supplier is enjoying, and what
affects the customer's positioning have on supplier.
High bargaining power of buyers may motivate the organization to diversify its
customer base to create more selling opportunities, improve on the market positioning and
increase the products' unique and distinguished features, and initiate cost cutting programs to
reduce prices. The type of change initiatives taken by the organization may depend on
availability of buyers in certain areas where the product is to be sold, product's unique
features, level of quality and service provided, danger of backward integration, and costs
associated with switching for customers.
Rivalry among the existing competitors is the norm for every industry and it is usually
the case where a competitive move by an organization has effects on another organization.
The effected organization may take actions to change its position to be more preferable and
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competitive by changing things around such as business practices involving delivery and
distribution, and promotions and pricing of the product to respond to the positioning of the
competitor. The action taken for change depends on the nature of competition where
concentrated competition will bring out higher response level than fragmented, cost
structures, level of product differentiation, costs associated with switching products, strategic
objectives, and exit barriers in case the organization desires to leave the industry.
2) Internal Driving Forces
Many other theorists have listed various causes as internal driving forces of change
such as issues with customer satisfaction, stressed organizational finances, limited skill level
of employees, technological know-how, changes in the leadership, high turnover, employee
morale, needs and values, and so on. Lunenberg (2010) has stated that processes and people
problems are the two most significant pressures for change that are generated internally.
These numerous possible internal change drivers can be categorized into four organizational
perspectives at its most fundamental level as suggested by Balanced Score Card framework
(Kaplan & Norton, 1992). The framework proposed that the organization observe four
perspectives, i.e. customer, financial, process, and learning, when attempting to implement
organizational vision and strategy into results, monitor organizational performance against
strategic goals or identify underperforming areas that internal organizational changes should
be initiated upon.
The significance of customer focus and customer satisfaction to survival of the
organization is a fact and as such qualified as an internal change driver. Unhappy customers
will eventually move away to other suppliers to satisfy their requirements. Performing poorly
in this perspective is a warning sign of future problems though the financial outlook of the
organization is acceptable. Changes may need to be initiated to increase declining customer
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satisfaction, to gain repeat customers and customer referrals, to boost access to market and
market share, and to create better value propositions from the customer point of view.
Organizational financial perspective covers the financial objectives which is usually the
lifeblood of the organization. A business organization in weak financial position is always a
concern for all the stakeholders and it is something that must be immediately addressed by
the management. Changes are necessary to address the concerns of the shareholders such as
return on asset and investment, stock price, profitability, and equity.
Internal operational goals and key business processes necessary to deliver the
objectives are covered under business process perspective. Management needs to be informed
of whether various processes are working properly in tandem and if the end results satisfy the
customer (the fundamental mission of a business). The organization may undertake changes
to deal with issues under the process perspective such as service downtime due to poor or
weak business processes and methods or the improvements on business processes to deal
with long/huge work in process, backlogs, high defect rates, long cycle times, high operation
and maintenance expense, and to identify risks and identify corresponding mitigation
measures.
Under the learning perspective are the intangible drivers of change for future
achievements such as human, organizational and information resources, skills and knowhow,
supportive training and systems, strong leadership, and organizational culture. This topic will
be reviewed in detail in next section as this is one of the main points of this research.
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Table 2: Driving Forces for Organizational Change

External Drivers
Environment

Internal Drivers

Industry level

Organizational level

- Political

- New Entrants

- Customer

- Economic

- Substitute Products

- Financial

- Social

- Bargaining Power (Supplier)

- Process

- Technology

- Bargaining Power (Buyer)

- Leaming

- Environmental

- Intensity of Rivalry

- Legal

2.2

Organizational Change from Learning Perspective
Leaming is a trait of a self-adjusting organization m organizational development

discipline. An organization that learns contains the awareness for changes by evaluating the
signals from its environment (both internal and external) and makes changes accordingly as
required (Wikipedia, 2012). One or more aspects of the various perspectives of the
organization are always influenced by changes in the environment or industry such as tax
breaks or a change in interest rates announced by the government affecting financial aspects
of the organization. However, as it was stated in previous section, the presence of external
driving forces does not necessarily mean a change is imminent. The management may deem
the driving forces insignificant or the resources required for the change may be beyond the
ability of the organization to spend and simply choose to do nothing. Then again, all internal
changes are not always influenced by external change drivers. The organization may still
ponder changes to enhance certain aspects for various reasons even when there are no
affecting changes in the environment or industry. Organizational changes from learning
perspectives can take place as the result of both external and internal change drivers as
environmental and industry level changes requiring organizations to create a learning culture
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or organizations having decided that creating a learning culture is beneficial in the long term
for achieving its vision, implementing its strategies and attaining its goals.
Organizational change from the learning perspective involves a lot more than the
management providing training for employees and expecting learning to occur at every level.

It comprises creating, developing and maintaining among the employees in the organization,
the cultural traits and attitudes related to continuous learning and self-improvement that
would facilitate in developing an organizational learning culture. Employees are the most
effective repository of knowledge and are the primary resource for organizations and,
therefore, it is imperative that employees, as knowledge workers, "are in a permanent
()~

learning mode" (BSC Resources, 2012).

2.2.1 Leaming for Self-Improvement (Individual Leaming)

.,A

The significance of learning was first noted by a Chinese philosopher Confucius (551 4 79 BC). He believed that everyone would gain from learning by the following statement.
"Without learning, the wise become foolish; by learning, the foolish become wise. "
"Learn as

ifyou could never have enough of learning,

as

if you might miss something."

Kaplan and Norton (1992) emphasize that learning is more than training. Training
suggests teaching or providing knowledge to people about some topics that they have no prior
knowledge of or for people to be able to do a certain task successfully such as basic skills and
work training. People generally attend training because of the skill and knowledge imparted
is necessary for them to be competent in their occupations. However, this kind of training is
not what makes the difference between the organization being successful or just surviving. It
is not enough to just develop and deliver training; it must be absorbed, used, reinforced and
continuously supported through the organizational learning culture.
Leaming involves something beyond just acquiring the skills needed to deliver products
and services and entails combination and modification of skills and knowledge gained
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through training in creation of new types of knowledge. Hence, from the learning perspective,
it would bring more positive results for the organization to let employees explore and develop
(within limits) their own individual potentials while performing their duties. Content
employees performing jobs that they enjoy and excel at would always perform better than
unhappy employees toiling away at what the management decides should be doing. Through
training, the skills and knowledge are gained but only through learning, creativity and
innovation is realized. Learning occurs because employees have a desire to learn and have a
notion that learning shall benefit them and result in developing their natural abilities, aiding
them to grow into what they dream to become. Learning shall also help extend the idea of
self-development into assisting others to, first, recognize the need for developing their
potential and eventually achieving and fulfilling it. This, in turn, shall assist in developing the
organization in achieving its vision.
The above statements collectively do not mean that training is the incorrect form of
organizational development and no longer valid. Training is very much still a part of learning.
Nevertheless, the focal point of organizational development should be on facilitating learning
and development of employees beyond the skills necessary for work, assist them to achieve
their potentials and fulfill their dreams. Learning is a core trait of the organization that
contains the awareness of changes in its environment (both internal and external) and make
changes appropriately (Wikipedia, 2012) and must be encouraged and nurtured while an
organizational learning culture is being realized, ultimately resulting in a learning
organization.
2.2.2 Team Learning
Individual learning, when it happens, is undeniably beneficial to the organization but no
one can bring success to an organization single-handedly. As such, many organizations have
tried to put emphasis on learning together as team and bring about positive results in terms of
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knowledge, creativity and innovation. Organizations have come to gradually becoming more
dependent on teams of individuals to implement vital strategies and perform operational
related tasks (Edmonson, Dillon, & Roloff, 2006). Dick McCann (n.d.) wrote that selfmanaged teams offer the potential for downsizing organizations and the prospect of
improving productivity. However, many organizations claimed having difficulty in achieving
real success in their attempt. Creating a high-performing, self-managed team is not a
spontaneous effort and could not expect instantaneous positive effects. Before anything, it is
essential for a self-managed team to build a culture of constant individual and team learning.
Senge wrote "teams, not individuals, are the fundamental learning unit in modern

organizations." (1990: p. 10); and it is the communication and exchange of ideas among the
members of the team that is responsible for escalating the power of the organization to
expand and advance.
Team learning process involves members of a team working together towards a
common objective and trying to achieve that objective through a combination of efforts.
Furthermore, willingness from members of different groups to work together to build new
mindsets and create enthusiastic knowledge sharing process throughout the organization is
also crucial for building successful self-managed teams. In the context of learning
organizations, team members are more inclined to communicate and distribute the knowledge
while supplementing the skills of one another for effectiveness. Failure would be quite certain
in trying to work and learn from the team work, while the commitment and effort from all
individual members of the team are absent (Wikipedia, 2012). Edmondson et al (2006)
reported current viewpoints, results and conclusions on the means and factors crucial to team
learning by evaluation of empirical studies on team learning in three areas of research:
outcome improvement, task mastery, and group process. They concluded that team learning
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indeed is beneficial for organizations as learning in teams is perceived as a crucial mean in
which strategically and operationally self-adjusting and receptive organizations are created.
The importance of team learning to organizational learning is proven under many
contexts, as well as individual learning's importance to occur prior to team learning. It is the
second step in implementing organizational learning where people are eager and capable of
working in groups in building new beliefs and knowledge sharing throughout the
organization. The collection of individuals as a whole becomes a lot more than just the sum
of its parts when team learning truly occurs.
2.2.3 Creating an Organizational Learning Culture
Johnston and Hawke (2002) defined learning culture as "the existence of a set of

attitudes, values and practices within an organization which support and encourage a
continuing process of learning for the organization and/or its members". John Bersin (2010)
goes as far as stating that the strength of an organization culture may well be the most
specific and by far the largest impact driving force in business. It is also crucial in the sense
that it is necessary for the members of the organization to believe in the continuous
improvement process on strategy, mission and operations via individual and organizational
learning; i.e. the learning culture. He further stated that the organizational culture may
include wide-ranging actions such as conducting formal strategic planning sessions, informal
sessions of after-action reviews and management approaches like leaders paying attention to
criticism.
Further aspects of culture may include the shared organization history, certain
expectation, customs, written and unwritten rules that employees should adhere to, values
that organization embraces, and important relationships in the organization that influence on
the behavior of individuals in the organization (Conner & Clawson, 2002). They have
theorized that management may not be able to influence the organizational outcomes directly.
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However, decisions the management undertake may outline the culture of the individuals
working for the prganization which could and will influence the outcomes. Sometimes, the
only thing that stands between the intentions of the leaders and the organizational
performance outcomes is the culture of an organization. Burke and Litwin (1992) have also
theorized in this context that changes to transformational factors such as leadership, strategy,
and culture directly influences the work climate which determines the organizational
performance.
In building a learning culture, creation of work climate supportive to learning is crucial.
It is in this context that individuals gradually learn to respect the cultural diversity, accept

different ways of thinking and doing things, and most importantly supporting one another
through the differences. In an environment supportive to learning, employees should be
confident in taking calculated risks and try new approaches to get things done, search out
better ways to attain goals, and carry those actions out in collaboration with others.
Leadership must also strengthen the learning process by seeking input and feedback from
subordinates. Active discussions among management and employees on their thoughts on
organizational improvement bring huge benefits in assisting the continuous learning and
transfer of knowledge processes as employees generally have acquired, over time, the
information, knowledge and expertise in dealing with customers and their perspective. When
the management encourages information sharing, the employees become an active part of the
company where participation becomes voluntary (Abudi, 2011). In creation of a long-lasting
organizational learning culture and ultimately a learning organization, learning is inarguably
an essential foundation block.
2.3

Distinguishing Organizational Learning and Learning Organizations
Discussions on organizational learning and learning organization concepts dated back to

the 1960s (Cangelosi & Dill, 1965; Galbraith, 1967; Polanyi, 1967, cited in Vera & Crossan,
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2001), but only in the 1990s that they have started to become popular concepts, see Figure 3
(Ang & Joseph, 1996; Vera & Crossan, 2001). With the introduction of the concept of the
learning organization by Peter Senge (1990) in his book, the concept has truly drawn the
attention of management. Since then, many definitions have been given by many authors to
the concepts of learning organizations and organizational learning.
Figure 3: Growth in Publications (1965-1994)
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6rtenblad (2001) wrote that "almost everyone once used the terms organizational

learning and learning organization interchangeably,

if not as synonyms".

At the same time,

there is literature that attempt to furnish definitions and distinguish the two concepts (Argyris,
1999; Argyris & Schon, 1996; DiBella, 1995; Easterby-Smith & Araujo, 1999; Finger &
Brand, 1999; Griego et al., 2000; Marquardt, 1996; Marsick & Watkins, 1994; West &
Burnes, 2000; Yang et al., 2004; Tsang, 1997, cited in Kontoghiorghes, Awbery, & Feurig, P.
L., 2005). However, there is yet to be a single definition that is universally accepted
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(Ortenbald, 2001). One thing that is accepted is that the concept of learning organizations
originated in the theories of organizational learning, but these two topics focuses on differing
focal points. However, many authors on organizational learning and learning organization
theories almost always discuss individual learning as the basis of both concepts.
6rtenblad (2001) identified in his literature, three normative distinctions between the
two ideas, namely learning organization and organizational learning (see Table 3). First
distinction is on the description of the concept. Tsang (1997) stated that organizational
learning is a concept that describes activities of certain types that happens in organizations
whereas learning organization itself is an organization. Loermans (2002) in his literature
supported the concept of learning organization as an entity and organizational learning as
learning process.
Second distinction is on the existence of the concept. Leaming organization is a
normative concept but organizational learning is a kind of description. 6rtenblad further
explained this distinction by stating that "learning organizations needs activity or effort to be

created' (Dodgson, 1993, cited in 6rtenblad, 2001 ), preferable as they are ideal concept but
not entirely necessary, mostly unreachable and with unknown properties as to nobody
actually know what it would look like, but organizational learning as "something that exists

naturally without any efforts and necessary" (Kim, 1993), obtainable and with known
(observable) characteristics.
Third distinction is on the development background of the idea. The theories and
definitions on organizational learning transpired from academic findings based on actual
practices, but the literature on learning organization theoretical models were developed for
organizational improvement (Easterby-Smith, 1997). Tsang (1997) also discussed on this
distinction as describing the organizational learning research as being descriptive and the
learning organization research as being prescriptive. According to Argyris (1999), learning
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organization is geared towards practices, rules, and regulations that organizations should
follow and practiced mainly by consultants and practitioners of the concept, but literature on
organizational learning is more scholarly oriented and produced by academics.
Finally, Ortenbald (2001) suggested two complementary dimensions. First dimension is
based on who or what learns. He stated that the focus of the concept of organizational
learning is on individual learners as only individuals are capable of learning and
organizations only learn through its members (Kim, 1993), but learning occurs at the
individual, group, and organizational levels in an learning organization. Second dimension is
the location of knowledge (where the knowledge 1s stored) in the organizations. This
distinction is supported by Blacker (1995, cited m Ortenbald, 2001) by stating that
organizational learning generally views knowledge as something that exists in the brains and
bodies of individuals but learning organizations believe knowledge to exist in the culture or
built into the routines or encoded as organizations do not posses brains or bodies.
Table 3: Differences between Organizational Learning and Learning Organization
Learning Organization

Organizational Learning
Character of the content

Organization Form

Processes

Amount ofNormativity (relativity to the concept)
Descriptive

Normative (Ideal Concept)

Exists Naturally

Needs Activity

Neutral

Preferable

Necessary

Not Necessary

Obtainable

Unreachable

Known

Unknown

Group of Target
Practitioners

Academics

Consultants
Source: Ortenbald, A. (2001). On differences between organizational learning and learning organization. The
Learning Organization, 8(3), 125-133.
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2.4

Defining Organizational Learning (Learning in Organizations)
Recent growth of interest in organizational learning is initiated by the increased pace of

change in the business environment experienced by organizations in various industries.
Changes are taking place in the environment every moment caused by different driving
forces, opposed to years it took for something to change in the past. Traditionally, it was
believed that work is a routine that is complicated to change, learning and work is somehow
totally separated, and innovation is a disruptive but necessary action. However, it has been
proven time and again through the success stories that organizations that learn quickly and
create new ideas in relation to their work are capable of changing their operational routines
for performing more effectively in the continuously changing environment.
Alex and David Bennet (2008) wrote that organizational learning requires "a sharing of

language, meaning, objectives, and standards" and as such significantly different from
individual learning; however, organizational learning is distinctly more than the total sum of
individual learning. They asserted that learning is deemed crucial for the development of
individuals, and it is equally vital for organizations as organizations are established with a
collection of individuals and the principles, procedures and practices, and interaction that
enabled organizational learning are also established by individuals. They have further stated
that organizational learning enables the organization to continue the work when it is deprived
of certain individuals due to a variety of reasons as corporate knowledge; i.e. the result of
cooperated and collaborated experiences and the competence these experiences generates
supported by data, information, and networks in the organization, still remains except for the
individual skills. Tsang (1997) defined that organizational learning occurs when it generates
actual or prospective changes in an organization after some changes in the correlation
between organization thinking, deeds and environmental reactions. Researcher has reviewed
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different models and theories of organizational learning by some well-known authors in line
with the research context which are as follows.
2.4.1 Models and Theories
Chris Argyris and Donald Schon were the first authors to propose models that assist
organizational learning. They have defined organizational learning as "the process of

detection and correction of errors" (Argyris &Schon, 1978:2) and when the outcome of a
work process is not as planned or expected, there would be an attempt by the organization to
inquire, understand and solve the problem. The employees involved in the process, while
trying to find a solution would have to work together and collaborate with other concerned
employees in the organization and that is when and how learning shall take place. They have
theorized that learning is, therefore, a direct product of interaction among employees and
identified three levels of learning which may take place in organizations. Single loop learning
involves detecting an error and correcting it so that the organization may continue with its
existing policies or attain its current objectives. The idea emphasize on "techniques and

making those techniques more efficient" (Usher & Bryant: 1989: 87). Double loop learning
involves a change in action taken (error correction), when an error is detected as it modifies
the organization's fundamental standards, procedures, and goals. Argyris (1985) wrote that
double-loop learning process improves individual and organization learning via information
feedback. The third and highest level of learning is deutero-learning and involves learning
how to improve single loop and double loop learning (the learning system of the organization
itself. Deutero-learning is termed by many authors as learning how to learn. All three levels
of learning can take place in organizational learning but double-loop and deutero-learning are
theorized as of critical importance to improve the sustainability and success of organizations.
Senge ( 1990) has written that individual learning does not always promise
organizational learning but organizations can only learn through its individual. Without
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individual learning, no organizational learning occurs. He stated the difference between two
types of learning where adaptive learning is doing just enough to for individual or
organization to survive, but is important and necessary whereas generative learning is the
learning that enhances the individual or organization's capacity to create (Senge 1990: 14).
Huber (1991) argued from a different perspective on organizational learning. He
clarifies that organizations may not always be aware that learning is taking place or intend the
learning to occur, and increased effectiveness is not always achieved by the learning when it
occurs. Most importantly, he stated that observable behavioral modification is not necessarily
the result of learning. His definition on learning from behavioral perspective is that an entity
learns when the result of the processing of information is the change in the range of its
potential behavior. Four attributes of organizational learning were identified by Huber
namely; existence, breadth, elaborateness, and thoroughness. The first attribute, the existence
of organizational learning defined the learning to have occurred when a unit of the
organization obtains knowledge deemed potentially useful to the organization. A resulting
assumption from this notion is that not all units in an organization need to learn for an
organization to have learnt something. The second attribute, the breadth (extent) of
organizational learning affirmed more organizational learning to have occurred when more
units in the organization receives the knowledge initially obtained by a single unit and found
it potentially useful. The third assertion, the elaborateness of organizational learning declared
more organizational learning to have occurred when different versions of understanding and
explanation of the same knowledge are achieved as it shall develop changes in the series of
potential behaviors. The last attribute, the thoroughness of organizational learning stated
more organizational learning to have occurred when various organizational units understands
the different versions of explanation in the same way (or uniformly). Huber explained that
uniform does not necessarily mean the consistency in ''perceived value or validity of the
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interpretation" but rather the understandings across units of the possibly different
interpretations.
Daniel H. Kim (1993) stated that "all organizations learn, whether they consciously

choose to or not". Organizations have an obligation to learn for their continued existence.
Some organization-s strategically set objectives to create environments for organizational
learning to happen whereas others just react to the environmental changes resulting in
ungainly habits that are not beneficial to the organizations. Nevertheless, some kind of
learning always takes place in organizations. However, organizations learn via its members,
but not necessarily any specific member. Individuals, nevertheless, can learn without the
assistance from organizations. It is the general occurrence among individuals to continuously
take actions and observe the outcomes and experience but not all of these actions have
organizational level impacts. Therefore, individual learning may either directly or indirectly
affect organizational learning, and as such, understanding the theories of individual learning
is vital to realize organizational learning. Kim proposed that it is necessary to distinguish
between different levels where learning occurs, allow for different types of organizations, and
identify how the individual learning is transferred into organizational learning which is the
most vital part of organizational learning. For that, he designed OADI-SMM (observe, assess,
design, implement-shared mental) model which addresses "the transfer of learning through

the exchange of individual and shared mental models". He stated that all individuals create
individual mental models; an individual's outlook on the world, which includes explicit and
implicit insights (beliefs). These mental models supply the framework for looking at and
interpreting new information, and how previously collected information is related to a given
condition or circumstance. Individual learning process changes these beliefs and the changes
are interpreted into the mental models. Individuals share their mental models in organizations
and shared mental models are created as a result. Therefore, learning at the organizational
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level is affected by the effect of individual learning on the organization's shared mental
models.
Probst and Biichel (1997), in their systems theory view, stated that learning by
individuals is a pre-requisite of organizational learning. Furthermore, they defined
organizational learning as the interaction between individual and organization by which "the

organization's knowledge and value base changes, leading to improved problem solving
ability and capacity for action". They stated three key criteria which lead to successful
organizational learning; the ability to respond to the desires of the members of the
organization who the organizational changes will have affected, the ability to adapt to
changes of the organization, and how soon or how fast can the organization act. In their
model, the organizational learning process is characterized by increases in organizational
knowledge and the range of possible actions, and changes in individual realization of reality.
There would be very low level of progress in learning under organizational cultures where
certain issues are not for discussion or modification, and steadfast devotion to official
procedures or top-down strategy implementation processes.
DiBella and Nevis (1998) suggested that organizational learning can be viewed from
two perspectives. Normative perspective views organizational learning to be capable of
happening only when a certain collection of requirements are met and capability perspective
views learning as a naturally occurring or innate process in all organizations and there is no
best way for learning to occur. The organizational culture generally determines the levels of
learning and how the learning occurs in the organization. They have identified four
organizational learning styles that describe how organizations learn where source of
knowledge and scope of learning determine the style of learning of the organization.
Correction learning style stated that by analyzing the experience gained (internal knowledge
source) in the performance of duties and responsibilities which is a continuous source of
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learning, mistakes and errors are corrected, and incremental improvements are made to
actions already designed and implemented. Innovation learning style is where the
organization acquires completely new ways to carry out tasks by rethinking what it does,
why, and how and creating new products or process as a result. Adaptation learning style is
where learning occurs through incremental changes by combining knowledge acquired from
studying the experiences of others or collecting data about ongoing conditions in the
environment (external knowledge sources) and knowledge that is already known. Acquisition
learning style is where organizations simply purchase the knowledge they desire from
external environment (external knowledge source) and assimilating that knowledge into their
own operations.
From definition and theories of various authors researcher has reviewed, following
points can be inferred. Individuals do the learning and not the organization, however, what
individuals learn directly or indirectly affect the organization and organizations have an
obligation to learn for their survival. It is imperative that a work environment inducive to
learning is created to facilitate organizational learning. Organizational learning is dependent
on allowing interaction among employees to take place and learn together to solve problems
as a team and allow to learn from their mistakes. Sometimes, it is necessary to realign
fundamental business processes, strategy, objectives and goals while correcting mistakes and
errors as they are part of the problem. Nevertheless, organizations always learn whether they
are responding to environmental changes for survival (adaptive) or learning that is carefully
planned and implemented to create ability to innovate (generative learning). Organizations
would change over time and also would organizational learning as it take place via employee
interaction, education and training, and copying the actions of others to achieve end results.
These above points can be closely linked to concept of the learning organization, which
will be reviewed in the next section.

42

2.4.2 Organizational Leaming Constructs
Huber (1991) defined four constructs integrally linked to organizational learning which
are as follows.
1) Knowledge Acquisition
Knowledge acquisition process acqmres or obtains the knowledge. Many formal
organizational activities and informal behaviors are carried out with the intention to attain
information or knowledge (Huber, 1991). According to Daft and Huber (1987), this process
can happen at macro level by focusing on behaviors of organizations and micro level by
analyzing the behaviors of individuals. According to Huber, organizational processes used for
acquiring information or knowledge (knowledge acquisition activities) can be organized into
five actions. The first action is congenital learning which is a collection of inherited
knowledge since its onset and additional acquired knowledge before the formation of
organization. The second action is experiential learning which is acquiring knowledge
through direct experience and mostly unintentional. The third action is vicarious learning
which is the acquiring of knowledge through second-hand experience or through the
experience of other organizations in similar situations. The fourth action is grafting which is
knowledge acquisition through recruiting individuals and specialist with the knowledge not
currently existing in the organization. The last action is searching which is gaining
knowledge through wide-ranging sensing of the organization's external environment, making
focused searches in a small section in internal or external environment of the organization,
organizational performance monitoring, and unintended acquisition of knowledge through
noticing (Huber, 1991 ).
2) Information Distribution
Huber (1991) declared more organizational learning to have occurred when more units
in the organization receives the knowledge initially obtained by a single unit and found it
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potentially valuable. One way to bring about organizational learning is creating, sharing and
extracting useful pieces of information beneficial to the organization. Information widely
distributed and shared and amassed in the organization would ascertain availability of that
information to individuals who did not create the knowledge when needed and, as a result
learning could occur.
3)

Information Interpretation

Daft and Weick (1984, cited in Huber, 1991) define interpretation as "the process

through which information is given meaning". There would always be situations where
different individuals can derive different meanings from same information. The uncertainty is
whether this is good or bad from organizational perspective. Huber (1991) gave his thoughts
on this issue as more organizational learning to have occurred when different versions of
understanding and explanation of the same knowledge are achieved. He explained that
development of different opinions develop changes in the series of potential behaviors which
is fitting for learning to happen. Many authors had pointed out that organizational learning
occurs in an environment where difference in opinions is respected and this point supports
Huber's thoughts.
4) Organizational Memory

S

( E

69

Knowledge is the one of the most important assets of every organization, especially in a
learning organization. However, organizations regularly fail to remember the actions taken in
the past and the reason behind it (Conklin, 1997). The parts involving human in the
organizational memory are usually unsatisfactory to the organization due to knowledge loss
with personnel turnover, non-anticipation of future needs. As such vital information is
disposed and personnel are unaware of who holds the knowledge or where it is available or
stored (Huber, 1991). Conklin (1997) refers to organizational memory as an augmented
memory, a new capacity for organizations, based on information technology. Simply put, it is
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the storage of information for later use by organizational members with the aid of information
technology. Key knowledge and informational assets are expanded by the organizational
memory through acquisition, arranging, distribution, and reusing of the knowledge created
earlier organizational members (Conklin, 1997; Fischer & Palen, 1999). Without the
organizational memory, information acquired, distributed and interpreted could and would
not be properly stored and retrieved for future learning purposes.
2.5

Defining the Learning Organization Concept

Leaming Organization is an ideal concept and is rather hard to define in terms of
practicality. It does not self-create but needs effort, drive and coordination among the
members of the organization. It is also difficult to say if an organization has achieved the
learning organization status or can be termed a learning organization as it is quite subjective
and depends on the perception of individuals. However, many authors try to describe it as a
necessity in tackling the rapid-changing environment with increasingly demanding customer
base as learning is essential to quickly solve any issue that arises and learning organizations
are at the very heart of this concept. David Chistenson (2007) wrote that "true learning

organizations are rare even though the idea is widely accepted'. He stated that how to create
and sustain a learning organization seems difficult to achieve, even though it is easy to
envision what a learning organization should look like.
2.5.1 Evolution into Leaming Organizations
Rowden (2001) argued that "it is more practical to think of the learning organization as

a model of strategic change". He believed that the learning organization model emerges to
help create definite plans and perform important organizational changes under the constantly
changing conditions for conducting business activities. Throughout the organizational
development history, organizations have undergone significant changes. They, as an entity,
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are becoming more sophisticated but at the same time more adaptable. Rowden (2001) wrote
that by doing things, facing problems, and finding out how to solve them over time has
enabled organizations to learn to change and every cycle of these three actions is an
opportunity for organizations to learn. He stated that organizations have increased their level
of sophistication 1n initiating strategic change at different pace and scale depending on its
capability and available resources. As the direct result of these changes, organization models
have also evolved albeit slowly but steadily and so are recognition and utilization of
employees' potential and removal of limitations in making use of this abundance in potential.
McGill and Slocum Jr. (1993, cited in Kell, 2003) viewed the development over time of
organization models as shifting of attitudes towards organizational change and cooperation
with actions taken for change. Four strategic change models for organizations were proposed
by Rowden in his article, "The Learning Organization and Strategic Change", see Table 4.

In the first model, management of the organizations believed that there is only one best
and correct way to do things and it is the job of the management find out the this best way.
Such organizations put a lot of emphasis on standardizing processes and actions through rules
and regulations. First and foremost job of a manager is to enforce the rules and control
employees' behavior regardless of the situation. Often, adaptive changes take place which
may not address the cause of the issue at hand and changes are only due to environmental
driving forces but not as the product of learning. The organization relies on the relatively
unchanging business environment for their sustainability and success. The planning of
strategic change is solely up to the senior management and it is the assumption that if the
management can create outstanding plans, it would be easy to execute them and the result
would be the successfully carried out planned changes (Gluck, 1986; Morrisey, 1996; cited in
Rowden, 2001). Middle management who actually implements the plans does not have the
advantage of being involved in the planning process and are therefore either not committed or

46

not fully understood them. They may even have vital ideas, insights and knowledge that, if
taken into account during the planning, would be beneficial to the organization.
In the second model, the approach was altered to prevail over the weak points in the
first model. The point in question is that creating excellent plans are insufficient and the
implementation process needs detailed attention from persons responsible for implementing
the plans (Fusch, 1997, cited in Rowden, 2001 ). Middle managers become involved in
strategic planning process and implementation plans which describes issues such as possible
risks, contingency plans, attention to resources for plan realization, communicating the plan
to all stakeholders become part of strategic planning. However, organizations still find
strategic change to obviously need more sophisticated skills than expected and resources that
are required by strategic changes need more time than allotted duration between planning and
implementation to develop.
In the third model, creating "readiness for change" in the organization is emphasized
upon more so than planning and implementation from the lessons learned in the previous
models: It calls for building awareness among the employees of the necessity of the change,
sharing of the vision of the results of changes, and building an environment facilitating the
changes among the employees. These tasks are to be accomplished through arranging the
organizational culture, strategies, processes, systems, standards, and rewards to aid the
change process and finally providing the necessary skills to employees in the organization to
take active part in developing plans and implementing the planned changes (Barger & Kirby,
1995, cited in Rowden, 2001).
Finally, the fourth model of strategic change, the learning organization, materialized to
overcome the weak points in the earlier models. Rowden (2001) has stated that transforming
into a learning organization expands the magnitude of an organizations' thinking ability as
thinking is supposedly done by all members of the organization including the organizational
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strategy and hardly any barriers exist among individuals belonging to various units or teams
or the management and operational layers in the organizational structure. He wrote that in the
fourth model, "learning is not something that just happens but it is made to happen". The
fundamental concept is for everyone to communicate and work together while generating vast
aptitude and flexibility for responding to continuously shifting environments.
Notable points in this model are constant readiness where readiness is not specifically
necessary to be built and the organization is always ready for change; continuous planning of
open, shared and adaptive plans acceptable to the organization are the norm instead of plans
rigid in its nature created by senior management; improvised implementation with makeshift
changes, experimentations, success being rewarded, and in making successes the practice of
the organization; and action learning where the organization takes instantaneous action,

-,....

consider the results, and adjust the action as it moves forward, attempting to improve the pace
and effectiveness in learning how to change.

Table 4: Organizational Models for Strategic Change
Version
First Model

Planning Focused

*

~

Purpose

Formal, fixed planning documents by senior managers
(emerged in 1940's-1950's)

Second Model

Implementation Focused

Complex implementation of strategic change plans
(emerged in 1970's-1980's)

Third Model

Readiness Focused

Creation of readiness for change along with planning
(emerged in late 1980's-early 1990's)

Fourth Model

Integrated Organizational

Integrates readiness, continuous planning, improvised

Learning Focused

implementation and action learning (mid 1990's)

Source: Rowden, R. W. (2001). The Learning Organization and Strategic Change. SAM Advanced Management
Journal, 66(3).
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2.5.2 Description of a Leaming Organization
Since Peter Senge (1990) has coined the term learning organization, definitions for
learning organizations have become abundant in the literature. A few well cited definitions by
well-know authors.are as follows.
Pedler et al11991) stated learning organization make learning easy and possible for all
of its members and they are constantly changing themselves. Garvin (1993) wrote that a
learning organization excelled in generating, obtaining, and sharing of knowledge and
adjusting the organizational activities to mirror the knowledge and insights acquired. Watkins
and Golembiewski (1995) emphasized that a learning organization continuously learns and
changes itself and possess the keen ability to learn, adapt, and change. DiBella and Nevis
(1998) described that learning organization concept assumes the organization to possess the
capability to adjust itself to changes and the management to possess the ability of anticipating
or recognizing of problems and solving them through learning skills. Daft and Marcie (1998,
cited in Rowden, 2001) defined every member of a learning organization to be actively taking
part in recognizing and finding solutions to problems while allowing the organization to
constantly conduct experiments, make changes, get better, and consequently improving the
organizational capability to develop, learn, and attain its purpose of existence.
All these definitions emphasize on the points of continuous learning, sharing knowledge
and best practices, adapting and transforming with the goal to improve performance. The
belief behind these statements is that learning is beneficial and should be encouraged to kept
up continuously, it is most effective when the results are shared with others, and every
experience is a chance for learning to occur (Calvert, Mobley, & Marshall, 1994; Watkins &
Marsick, 1993, cited in Rowden, 2001). Leaming organization, as an entity, must facilitate
the sharing of knowledge and best practices within the organization where the members can
collaborate to find best solutions. Some important points of being a learning organization is
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that there should always be enough time for the members to learn, an environment inducive
to learning is promoted, and members must be made aware that learning for their own
development is part of their responsibility. As such, learning is ingrained into the part of
expectation the organization have on its members.
2.5.3 Characteristics of a Learning Organization
Garvin (2000, cited in Christenson, 2001) in describing the characteristics of learning
organizations, stated that knowledge is common property in a learning organization rather
than a few specialist individuals possessing the knowledge to accomplish certain tasks. He
further elaborated by stating the learning organization performs more than the function of
knowledge repository as opposed to organizational learning; individuals in learning
organization take action on knowledge they possess, take advantage of new insights and
adapt the actions taken appropriately.
Rowden (2001) wrote that efforts are always made to create frequent and continuing
chances for learning through actual actions and practice in a learning organization and
members are encouraged to think how the work gets done. It is the trait of a learning
organization to continuously assess the situation and without waiting for problems to crop up.
Reflecting on things happening in both internal and external environment is part of the
organizational culture and individuals may query for the original beliefs set via this process
and look for more profound solutions to the problems.
Sudharatna and Li (2004) during the verification of the relationship between
characteristics of learning organizations and an organization's state of readiness to accept
changes indentified and listed six characteristics. The first characteristic is cultural values
where constant learning to obtain new sets of skills to satisfy customer demands is deemed a
vital ability for learning organizations. Next is leadership commitment and empowerment as
support from management is necessary to actually build and maintain cultural values in an
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organization. Leaders in learning organization initiate assurances to organizational changes as
well as improve the employees' learning ability. The third characteristic is communications
where the management is required to communicate to all organizational members, the
organizational missions and goals, so that everyone is working towards the same goals.
Knowledge transfer is the next characteristics as expansion of knowledge entirely depends on
the amount of knowledge communicated by individuals. The fifth characteristic is concerned
with employees being treated as the most important assets of an organization as they possess
both the knowledge to accomplish their respective jobs as well as the understanding on why
their jobs are vital and how their accomplishments are contributing towards organizational
goals. The final characteristic is performance upgrading which is a significant parameter in
determining that the organization is doing the correct things.
Kontoghiorghes et al (2005) in their research for the correlation between characteristics
of learning organization and change adaptation, innovation, and organizational performance
made a list of the characteristics of the learning organization. They have listed open
communications as in Sudharatna and Li (2004 ), systems that reward innovation and risk
taking, support and recognition for learning achieved by members, allocating sufficient
resources to perform the job, working in teams, systems that reward learning achievement,
environment conducive to training and learning, and systems that support knowledge
management.
2.5.4 Advantages of Leaming Organizations
Albert Einstein once said that "problem cannot be solved with the same mindset that

created them". A new approach of solving the organizational problems arising from not being
able to adapt and change in time with the rapidly changing external and internal environment
is, therefore, necessary. The concept of learning organizations is revolutionary in this aspect
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as it proposes to do away with the traditional mindset of how an organization should work
and develop and suggest an entirely new set of ideas.
Most of the problems encountered by organizations nowadays include but not limited to
unmotivated and uninterested employees, low skill and knowledge level of the workforce,
lack of fresh ideas-from employees, employees just following orders without input, constant
bickering without real productivity, lack of communication among employees, not getting
anything done without a specific specialist, repeated mistakes, etc. The root cause of all these
symptoms could be traced to the lack of sharing of knowledge, creation of new ideas through
learning and working as a team, people not changing when the environment is changing.
Senge (1990) stated learning organizations as antidote to learning disabilities. He wrote
that learning organizations expands organizations' capacity to create their future and gives an
organization "the only sustainable sources of competitive advantage which is the ability to

learn faster than its competition". Pedler et al (1991) deduced that learning organizations
release underdeveloped potential and transform individuals and organizations in a condition
where organizations are able to adapt, change, develop and transform in response to wishes of
people inside and outside the organization. Garvin (1993) wrote that learning organizations
have moved away from perspective of continuous improvement towards dedication to
learning and organizations are becoming proficient at interpreting the newly acquired
knowledge into new sets of behaviors. Marquardt and Reynolds (1994) stated that learning
organization concept creates organizations that are able to adjust to the changing environment
around them and only organizations that can transform themselves into more intelligent,
proficient organizations will survive and achieve strategic advantages. Chirstenson (2007)
stated that the successful learning organizations generally have set an agenda for learning
generated from the holes in knowledge that are identified. No information is left deemed
unimportant or irrelevant and remains unreported and all reported information can be trusted
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as they are originated from strong relationships and reporting systems. Conflicting
perspective are always sought after with the purpose of looking for chances at better and
effective learning. Mistakes do not repeat as members frequently contemplate and extract
valuable lessons from the experience, distribute the acquired lessons, monitor and take
necessary actions in supporting the realization of refined processes. Critical knowledge is not
lost when certain specialists leave the organization for various reasons as the learning
organization has kept, distributed and embedded the vital knowledge into their values,
standards, systems, and processes.
Summarizing all the listed advantages from various authors, it can be deduced that the
concept of learning organization if properly implemented shall bring the ability to detect
adapt and change quickly to external and internal environmental changes and bring
sustainability and strategic advantages to the organization. This unique ability shall be
achieved through learning and sharing knowledge, and creating new ideas among the
members which is promoted through an environment conducive to learning which make
employees take pleasure from what they can attain and achieve job satisfaction.
2.5.5 What is not a Leaming Organization?

*

Leaming organizations neither are a ready set of procedures to follow for better
performance of the organization nor are a finished product that is readily obtained. Bringing
people together and sharing information is not learning; Learning focuses first and foremost
on sharing existing information, and furthers to the next level, where the existing information
is used for new knowledge generation (Chapman et al, 2006). Again, organizations usually
mistakenly believe in believing learning to be the end of process in creation of learning
organizations, but it is only the means to the end (Ikehara 1999, cited in Wonacott, 2000).
Almost all forms of learning by definition should generate new knowledge, but that alone is
insufficient in building a learning organization as "new knowledge must be applied to
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improve the performance of the organization's activities" (Patterson 1999, cited in Wonacott,
2000). It is an ideal concept and a new approach where a picture of how good things can be if
the organizations are to possess certain abilities (a shared vision). The emphasis of the
concept is on everyone sharing the available information and learning together for the good
of the organizatiorr(utopia for knowledge workers).

2.6

Organizational Performance and Measurement

The most important goal for every organization is to initially survive and eventually
succeed and this goal is logically achieve through highest possible performance by its
members and the organization as a whole.
2.6.1 Defining Organizational Performance
Organizational performance is "the measurement of the actual output or results of an

organization against its intended outputs or goals and objectives" (Wikipedia, 2012).
According to Richard et al. (2009), three areas of outcomes are covered in the organizational
performance framework. The first area of outcome is financial performance which includes
parameters relating to financial status of the organization such as gross and net profits, return
on assets and investment, etc. The second area of outcome is product market performance
with scales of measurement such as volume of sales, organization's market share of the
industry, etc. The final area of outcome is shareholder return where measured items of
performance are such as total shareholder return, economic value added, etc.
Literature of learning organization by many authors implied that learning organizations
are highly competitive and effective organizations and are able to share existing knowledge
and create new knowledge out of it, good at learning via actual actions and experimentations
and creating new innovations, and contain the ability to transfer knowledge among members
to solve problems quickly and effectively (Senge; 1990; Pedler et al., 1991; Kline &
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Saunders, 1993; Garvin, 1993; Marquardt, 1996; Watkins & Marsick, 1996). There are
further implications suggesting that taking on board the practices suggested by the learning
organization approach should improve organizational performance (Senge, 1992; Kline &
Saunders, 1993; Kuchinke, 1995; Slater & Narver, 1995). Many of these claims, however, are
supported by very-few empirical studies and remain an ideal concept though several attempts
have been made, see section 2.6.3.
2.6.2 Measuring Organizational Performance
Every change must be measure for its effectiveness and necessity for further changes.
This is also true for organizational changes where the organizational performance outcome
must be measured in relation to the changes made. Kaplan and Norton (1996) suggested two
categories of performance measures which are outcomes and drivers.
Swanson and Holton (2001) defined outcomes as "measures of effectiveness or

efficiency relative to the core outputs of a system or subsystem" and drivers as "measure
elements of performance that are expected to sustain or increase system, subsystem, process
or individual ability and capacity to be more effective or efficient in the future" (p. 199).
Outcomes are generic across organizations and they reveal the actions taken and
accomplishments in the organizations. Drivers are important signs that indicate potential
outcomes in the future and have a tendency to be exclusive to the organization. Hence,
drivers should be able to predict future outcomes; for example, financial performance
outcome of an organization may be driven by customer satisfaction, which may in tum be the
result of optimized internal processes due to knowledge sharing and process innovation
which are the result of learning.
The important question is out of many parameters in an organization what outcomes
should be measured or where should the organizational measurement be focused. Swanson

55

(2001) suggested four performance domains for measurement in organizations which shall
provide suggestions on sections or areas that attention should be paid for improvements.
The mission is the cause of existence for the organization. In the context of learning
organization, the mission would be to become a learning organization. By definition a
learning organization excelled in generating, obtaining, and sharing of knowledge and
adjusting the organizational activities to mirror the knowledge and insights acquired and
make learning easy and possible for all of its members and they are constantly changing
themselves. In terms of a mission statement, it is rather vague. To excel at something is a
perception and hard to quantify and also are the "make learning easy" and "constantly
changing" parts. They are all subjective and could not accurately be measured. However,
there are certain characteristics of the learning organizations against which the measurement
can be done. DLOQ (Yang et al, 2004) and Learning Organization Survey Tool (Garvin,
Edmonson, & Gino, 2008) accomplish this purpose, see rriore in 2.7.

-

Processes are necessary steps in accomplishing a mission (means to an end). To achieve
the ideal concept of learning organization there are intermediate steps involved such as

"creating continuous learning opportunities, promoting inquiry and dialogue, encouraging
collaboration and team learning, empowering people toward a collective vision, etc" (Yang
et al, 2004). These processes are to be undertaken to achieve the ultimate goal of becoming
the learning organization (the mission). It is, therefore, imperative that these steps are
measured in relation to becoming a learning organization. Again, DLOQ (Yang et al, 2004)
and Learning Organization Survey Tool (Garvin, Edmonson, & Gino, 2008) serve this
purpose.
The critical performance subsystem of learning organizations could assume to be
components such as systems to acqmre and distribute knowledge and learning, offering
leadership support for learning, being attuned to its environment, etc. They are essential
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subsystems which are at the structural level of the organization (Yang et al, 2004). DLOQ
measures this domain as part of its overall measurement.
Eventually, at the individual level, it is imperative that members of a learning
organization are learning (individual learning); i.e. creating, acquiring, sharing, transferring
knowledge and making experiments and new innovations. Learning Organization Survey
Tool (Garvin, Edmonson, & Gino, 2008) does measure this part of the domain.
2.6.3 Empirical Studies on Learning Organization vs. Performance
Goh and Ryan (2002) attempted to find "the relationship between the learning

capability of organizations and its potential impact on firm performance". They have
developed a scale to measure the learning capability of an organization and collect data on
financial and non-financial performance. They have discovered "no direct correlation

between learning capability and financial performance"; however, there is a strong
relationship to job satisfaction. This implied an indirect effect as financial performance may
expect an improvement due to higher job satisfaction, less turnover and absenteeism.
Furthermore, they have found that size has a negative impact on learning capability
suggesting larger organizations may find it difficult to achieve strong learning capability.
Constantine Kontoghiorghes, Susan M. Awbrey and Pamela L. Feurig (2005) attempted
to explore "the relationship between certain learning organization characteristics and

change adaptation,

innovation,

and bottom-line organizational performance". The

characteristics constructs in the research comprise of open communications and information
sharing; risk taking and new idea promotion; and information, facts, time, and resource
availability to perform one's job in a professional manner. The findings concluded that higher
levels of performance, change adaptation, and innovation are more likely to be generated
from "organizational interventions that focus on the structural, cultural, and communication

system characteristics of the organization" rather than focusing specifically on learning and
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its application. This statement was elaborated by stating that ability to rapidly adapt to change
can be strongly predicted by factors such as taking risks and promoting new ideas when
required, opens communications and sharing of information, and availability of resources
when needed. Ability to introduce product or service quickly can be predicted strongly by
factors such as availability of resources when needed, open communications and sharing of
information, and taking risks and promoting new idea when required.

2.7

Theoretical Models, Nomological Networks and Survey Instruments
This section shall review the various nomological networks, theoretical models and

survey instruments that influences the idea conception of the research; i.e. the theoretical
model, see Figure 2.
2.7.1 Nomological Network of LO and OL
Soon Ang and Damien Joseph (1996) did an integrated study on organizational learning
and learning organizations. They argued that even with the increasing level of interest in the
two topics; the underlying concepts, definitions and activities on them remains fundamentally
different and often incongruous. Their aim was to study "the eclectic nature of prior

literature with the aim of evolving the underlying nomological network on organizational
learning and learning organizations" (Ang & Joseph, 1996:2). The analysis on literature
discovered a nomological network of events that triggers and makes the organizational
learning necessary; organizational learning processes and learning organizations designs; and
learning outcomes, see Figure 4.
1) Trigger Events
They explained that the triggering events (circumstances which act as catalysts) can be
conceived as antecedents to organizational learning and learning organizations in the context
of a nomological network. This theory is supported by Watkins and Marsick (1993 ), stating
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that organizations do not learn proactively, but only when the necessary or when a situation
set off a condition that requires learning. Levinthal & March (1993, cited in Ang & Joseph,
1996) have given an insight to organizational learning by stating organization tend to invest
more on taking advantage of the existing knowledge rather than in learning or creating new
knowledge when they are under pressure to perform. Their study has concluded that out of
425 publications, about 35% (150) mentioned trigger events (external and internal) for
organizational learning or for creating learning organizations. Internal triggers mentioned
were issues related to human resources, process implementation, inter-organizational
relations and external triggers mentioned were issues related to business environment,
technological and economic environment, ecological and political environment.
Figure 4: Nomological Network of Organizational Leaming and Leaming Organizations
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2)

Core Concepts

Ang and Joseph (1996) have stated that the nature of the origin of the literature on
organizational learning processes is diverse and creation of learning organizations is also
divergent according to the point the author and the research was trying to make.
The researchers distinguished and grouped the literature on organizational learning into
three focal points. The first point was the assumption-surfacing learning which emphasizes
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on the assumptions fundamental to everyday actions of the organization that are scrutinized
by intense dialog and interaction among organizational members. The second point is the
experiential learning based on past experiences. The entire emphasis is on learning from
actions taken in the past and those experiences from those actions outline the basis for
examining, analyzing and reflecting organizational actions. The last point is the sequence in
information processing which includes acquisition of new knowledge, distributing the
knowledge, providing meaning to the knowledge acquired and systematize the new
knowledge into standards and procedures.
The conclusion made from the literatures the researcher has studied was that in creation
of learning organizations, fundamental organizational redesign is necessary along the lines of
reconfiguring the organization running on hierarchical work processes to a team based one,
see Figure 5. The organizations should depend heavily on team members with selfmanagement abilities and superior analytical skills in carrying out actions like learning as
teams, systematic approach to problem solving, planning for possible work scenarios, mental
modeling, and creation of shared visions (Senge 1990; Garvin 1993). These team members
usually possess two crucial characteristics which are abilities to find direction on their own at
work and being able to perform more than one function. However, facilitators are required to
elevate the organization into this level of capability; a mentoring and visionary leadership
that is not concentrated to a few individuals, an organizational culture that encourages
experimentation and reflection of results, and a learning framework in the form of learning
resources and technological aids.
Figure 5: Structure of Leaming Organizations
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3)

Leaming Outcome

The researchers concluded that the learning outcomes implied by the literature upon
creation of learning organization are usually very broad and not really supported by empirical
means. Nevertheless, organizational theorists almost always regard organizational learning
and learning organization positively in their literature and discussions by stating
organizational learning and learning organization will drive organizations towards greater
competitiveness and better chance of survival.
4)

Conclusion

The authors concluded the research with the following statements. Organizational
change and learning assures high performance in short durations, and survival in the long run
and the concepts offer practical approaches and ways to promote organizational adaptation.
The nomological network framework with trigger events, organizational learning processes,
and ideas and traits of learning organizations, and learning outcomes present "core

theoretical and practical hooks for fruitful avenues in future research and practice" (Ang &
Joseph, 1996).
2.7.2 Causal Model of Organizational Performance and Change
Burke and Litwin's "A Causal Model of Organizational Performance and Change" was
originally developed by Litwin and his associates (Litwin & Stringer, 1968; Tagiuri &
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Litwin, 1968). Burke and his colleagues has refined the original model though a series on
studies until both authors; Burke and Litwin has collaborated together to create the current
version of the model (Burke & Litwin, 1992). The final version of the model is a causal
model which describes the causal mechanisms of a system; i.e. the cause and the effect
between events or factors. The model was developed from Burke and Litwin's consulting
practice and the authors have attempted to link the ideas to the theory and research. However,
all the relationships described in the model has not either been supported by literature or
empirically tested but the validity of the model is yet to be proven simultaneously across a
variety of organizations.
1) Organizational Variables
The model includes twelve theoretical constructs (i.e., organizational variables);
external environment, mission and strategy, leadership, organizational culture, structure,
management practices, systems, work unit climate, task requirements and individual skills,
motivation, individual needs and values, and individual and organizational performance.
The input to the system is the external variables and output is the individual and
organizational performance variable. The "feedback loop" travels from input of the system to
the output and vice versa. The concept is that the organizational performance may be directly
affected by external environment and external environment may be affected by organizational
performance through what the organization manufactures, produces or by the way the
organization conducts business.
2)

Climate and Culture

Organizational culture, in the context of the model, was defined as "relatively enduring
set of values and norms that underlie a social system". As such, the values and standards are
in the background of the organization's members' perception, are not part of day to day
management and the level of influence it exerts is rather at the organizational level.
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Organizational climate, however, is defined as ''psychological state strongly affected by

organizational conditions". It is the perceptions of the members on how the local work unit
or team are managed in day to day workings and always at the foreground of the members'
perception with the level of influence at the group level. The work climate is theoretically
affected by organizational culture as the beliefs are usually the basis of an individual's
actions.
Figure 6: Burke and Litwin's Causal Model of Organizational Performance and Change
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3)

Transformational and Transactional Dynamics

The organizational variables are further distinguished into transformational and
transactional dynamics. The transformational dynamics links to organizational culture in the
context of organizational change in that interaction with environmental (external) forces shall
probably require a-change of organizational culture and the way the organization think or do
things.
Table 5: Summary of Transformational Factors

Definition

Factor
External Environment

Outside
situations

(of

the

organization)

conditions

or

that influences performance of the

organization
Leadership

Executive behavior that provides direction and
encourages others (subordinates) to take necessary
action

Mission and Strategy

Central purpose of the organization and how the
organization intends to achieve that purpose over
time

Organization Culture

AQ

Rules,

values

and

principles

that

guide

organizational behavior which are influenced by
organizational history, customs and work practices
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Transactional dynamics is the change in the ways people conduct day to day business;
i.e. work climate and does not require a change of organizational culture.
Table 6: Summary of Transactional Factors
Definition

Factor

Managers' use of human and material resources to

Management Practices

carry out the organization's strategy
Arrangement of functions and people into levels of

Structure

responsibility,

decision-making,

authority,

and

relationships
Systems (Policies and Procedures)

Standardized

policies

and

mechanism

which

facilitate work
Collective impressions, expectations, and feelings

Work Unit Climate

,....

of work unit members
Tasks Requirements/Individual Skills

Behavior required for task effectiveness; specific
skills

*
Individual Needs and Values

and

knowledge

required

for

work

accomplishment

'lf7

Specific psychological factors that provide desire
and worth for individual actions or thoughts

Motivation

Aroused behavior tendencies affecting actions,
persistence and goal attainment

4)

Conclusion

The model has made following key points in conclusion. The external environment is
the most influential (but not the only) driver in organizational change as changes in the
external environment invariably pave the way for vital changes within an organization which
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usually are mission and strategy, organizational culture and leadership. These changes are
thought to be essential to survival and to stay ahead of the competition and usually transforms
the organization from the present state to a virtually different state with different ways of
thinking and doing things. Changes in these key aspects affect and stimulate other changes
within an organization such as alteration to structure, systems and management practices.
However, they are more operational or transactional in nature and may or may not have an
impact to the organization as a whole. They may rather affect the local work climate and
employees' motivation which may indirectly influence individual and organizational
performance. The organizational variables tend to interact among themselves and any
alteration to any one of them can eventually create an impact on the rest, resulting in an
upwards or downwards movement of individual and organizational performance.
2.7.3 Leaming Organization Survey Instrument
Garvin, Edmonson, and Gino's (2008) built an assessment tool for organizations to
identify areas where the need to promote sharing of knowledge, creation of innovative ideas,
learning from errors and holistic thinking is required.

*

1) Core Idea of the Assessment Tool

The core idea was to first understand the three building blocks necessary in creating a
learning organization which are an environment supportive to learning, learning processes
solid enough to produce results, and reinforcement from leadership on learning. Next step is
to use the assessment tool, the "Learning Organization Survey" to determine how well the
team or the organization is performing in each area_ of the building block. For the first two
building blocks, the assessor is asked to rate on a seven point Likert scale, according to his or
her perception on the statements concerned with the work unit in the organization he or she
works for. The third building block asked the assessor to rate, according to the perception,
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how often the management illustrates the behavior expressed by the statements in the survey
tool according to a seven point Likert scale.
2)

How it works?

The authors have collected baseline data earlier from surveys of large groups of senior
management. The ratings of the perception of the assessor are compared against the baseline
data (the benchmark scores). If the ratings of a particular building fall below the median, the
authors suggest starting an undertaking to improve in the particular area by assembling a
team to come up with detailed and solid plans for improving the weak area. They also suggest
sharing practices with other work units that may benefit from the practices if the scores are
above the median.
3)

Conclusion

The items measuring each building block are statistically validated and verified with
input from the senior management of various organizations across many industries. As such,
the benchmark data represents the varying perceptions of a group of leaders with proven
managerial records and can be trusted enough to do some good if implemented.
2.7.4 Dimensions of Learning Organizations Questionnaire

*

Watkins and Marsick' s ( 1993, 1996) developed a survey instrument to validate the
multidimensional measure of the learning organizations based on the concepts and practice of
the construct.
1) Background
Watkins and Marsick (1993, 1996) defined learning as "a continuous, strategically used

process --- integrated with and running parallel to wort<'. They have claimed in their
writings that some organizations are putting emphasis on intentional and strategic learning,
capturing and transforming knowledge into ideas for organizational improvements. As such,
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there are certain measures that organizations must undertake m becoming learning
organizations.
2)

Action Imperatives

Seven action imperatives or activities member of a learning organization are required to
be involved in are- identified by Watkins and Marsick (1999). In their theory for learning
organization, these actions characterize an organization as becoming a learning organization.
A theoretical model was created with these action imperatives emphasized into three key
components (see Figure 7). The authors claimed that the research has confirmed the links
between these three components.
3)

Survey Instrument

The survey tool was named "Dimension of the Learning Organization Questionnaire
(DLOQ)" which is a scale which the authors claimed will enable the assessor to think about
how the organization the assessor works for provide support and utilize learning at an
individual, team, and organizational level. As such, the assessor will be able to determine if
the organization is using learning to improve performance. The original model of instrument
(Watkins & Marsick, 1999) consisted of 43 items that measured the seven dimensions of a
learning organization and 12 items that measures two aspects of organizational development.
Yang et al. (2004) refined the original model and created an abbreviated version with 21
items. The new model is claimed not to have reduce the level of soundness of theoretical
structure.
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Figure 7: Nomological Network of the Dimensions of LO and Performance Outcomes
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4)

How it works?

The assessor is asked to rate each item according to his or her perception of the item
statement on one of the dimensions or performance through a five-point Likert scale. The
results provide information on how the organization is perceived by the assessor in terms of
how well the capacity for learning is developed among individuals and teams in the
organization and the organization itself and contains a comparison of the assessor scores to
scores from the normative database for each of seven action imperatives together with an
explanation on lower and higher scores compared to normative ones. The scores only
represent the perception of the assessor. To obtain a collective perception of a larger group,
the scores of the group can be averaged and a profile of the unit in the organization can be
created. These scores will form a basis in perfecting the approaches to how the organization
learns and utilize its capability to learn in creating positive impact on performance outcomes.
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5)

Conclusion

The authors claimed that the model will be useful as a framework for other researchers
m studying various dimensions of learning and their connection to other organizational
performance variables and DLOQ is a useful tool to deploy in assessing dimensions of the
learning organization. This claim was based on statistical results displaying evidence of

"internal consistency and the construct reliability of the dimensions of the learning
organization" (Yang et al, 2004).
2.8

Adoption of Learning Organization Approach in Thai Corporations
As per the policy of each successive Thai Government since the late 1980's, Thailand

has moved away from mainstream agriculture based society into industrial and manufacturing
one. As such, learning institutions have produced a new crop of knowledge workers suitable
for the changing work places. However, in most of the big enterprises in Thailand, the
corporate culture is of the one based on seniority. Fresh graduates are not going to be listened
to by senior management or they may not even come into contact with one. As such, fresh
ideas from the new generation were rarely paid attention to and accounted for. It is usually do
as I say or as the regulations prescribed.
This trend, however, is slowly changing in Thai Corporations with the infusion of
graduates from western institutions or with foreigners working for Thai Corporations. New
approaches and ideas are slowly being taken up by the senior management, who themselves
may be recipients of these new ideas and are open-minded on taking ideas and innovations
suggested by subordinates.
However, adoption of the learning organization concept is still not prevalent in Thai
Corporations but there are signs that the idea is starting to take root in educational institutions
and service industry. It is hoped that with the changes in attitude toward learning culture the
acceptance of the concept would gain momentum among the industry leading organizations.
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3 RESEARCH METHODOLOGY
3.1

Research Overview
An organization does not become a learning organization overnight. The learning

organization apprc:iach could be termed as a total change strategy focused on learning
perspective. Change is required from everyone at every level in the organization. It involves
setting good strategy and able leadership to create a learning culture over a period of time to
actually transform an organization into a learning organization.
Organizational changes are heavily influenced by the environmental-level, industrylevel and organizational-level driving forces that exert upon organizations to take action in
order to initiate changes to remain competitive. Whenever there are organizational changes,
there are certain organizational factors that interact among themselves to bring about desired
outcomes; i.e. improvement of organizational performance. They may be transformational
which requires an entirely new set of thinking and behavior from the members such as
strategies and mission, direction of leadership and organizational culture or transactional
factors which are day to day transactions heavily influenced by the transformational factors
such as work climate, organizational structure, management practices, and support systems
and most important of all, the desire and motivation.

~

As such, the theoretical research model (see Figure 8) was designed to find out how
heavily (the level of relationship) the environmental-level, industry-level and organizationallevel driving forces influence to bring about organizational changes. The PESTEL framework
of macro-environmental factors which consist of Political, Economic, Social and
Technological, Environmental and Legal factors forms the basis of the environmental-level
driving forces of change. However, the environmental factor was left out of the conceptual
framework as not applicable to small and medium sized software development firms after
extensive consultation with the experts from the Association of Thai Software Industry. The
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Porter's Five Forces Analysis Framework (Porter, 1985) was used as the basis of the
industry-level driving forces of change. The four perspectives of Balanced Scorecard (Kaplan
& Norton, 1992) namely Financial, Customer, Processes, and Leaming formed the basis for

organizational-level driving forces of change.
The model analyzed the level of reaction and interaction of the two groups of
organizational variables; namely transformational and transactional variables to the changes
induced by the driving forces of change from the learning perspective. The transformational
variables included strategy, leadership, culture and transactional variables included
management practices, climate, organizational structure, support systems, and motivation,
which were extracted from the organizational model of Burke and Litwin's (1992) "A Causal
Model of Organizational Performance and Change".
Furthermore, it has been theorized that transformational variables exert influence on
transactional variables to a certain degree and the research was intended to either prove or
disprove this theory. Next step in the research was to find out how big an influence these
organization variables exert towards organizational performance, and creating a learning
culture and outcome at individual, team, and organizational levels.
Eventually, the model changes to the organizational culture were measured through
perception of the members of the organizations on the organizational performance in terms of
knowledge and finance. The concept of measuring the organizational performance in terms of
perceived improvement, financially and knowledge-wise is adopted from the Watkins and
Marsick' s "Dimensions of Leaming Organization Questionnaire" (Yang, Watkins & Marsick,
2004).
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Figure 8: Conceptual Framework of Research
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3 .1.1 Research Questions
•

Do external and internal driving forces exert an influence on an organization's
transformational and transactional variables and to what extent?

•

Cari transformational variables alone transform the organization into a learning
organization and affect the learning outcome?

•

Do transformational variables have a profound effect on transactional variables?

•

Can transactional variables alone transform an organization into a learning
organization and affect the learning outcome?

•

Do all organizational variables collectively affect the learning outcome and
organizational performance?

•

Can the learning outcome at individual, team and organizational level wield a
positive effect on the perception of organizational performance financially and
knowledge-wise?

3.2

Hypotheses
From the research questions, following hypotheses were developed for the research to

either prove or reject with the assistance of the developed research model and the data
collected from the sample population.

Hypothesis 1: Environmental-level, Industry-level, and Organizational-level driving forces
of change exert significant influence on organizations' transformational and transactional
variables and they are correlated;

Hypothesis 2: Transformational variables by themselves cannot significantly affect the
learning outcome;

Hypothesis 3: Transformational variables exert a significant effect on transactional variables;
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Hypothesis 4: Transactional variables by themselves cannot significantly affect the learning
outcome;

Hypothesis 5: Transformational and Transactional variables collectively and significantly
affect the learning outcome;

Hypothesis 6: The learning outcome at individual, team and organizational levels
collectively and significantly has positive effect on the perception of organizational
performance financially and knowledge-wise.

3.3

Research Design
This research was designed to be descriptive and would apply quantitative techniques

(see details in Section 3.3) with the intention that the results are reliable, acceptable and
valuable to the community. A survey using a custom designed scale was used to gather
information from respondents currently working in the designated industry. A professional
marketing research company was employed to acquire reliable data so that accurate
projections and conclusions can be made. In developing the scale, outcomes of the past
research in the area of learning organization, measuring learning organization and forces
driving organizational changes was taken into consideration.
The scope of the research was confined to a single industry namely Thai Software
Industry to control the differences in factors exerting influences and the kind of performance
evaluated upon. The industry chosen for research is very much influential and involves all
walks of life in Thai society as application of computer and software in today's business
world is not anymore optional, but is a requirement for survival. Therefore, it is unavoidable
that there would be heavy influence exerted from internal and external factors on the
management practices of the organizations. It is also the nature and requirement of this
industry to learn continuously and apply the learned knowledge to survive and remain
profitable in the fiercely competitive market.
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3.4

Research Tools
A scale was developed based on the various literature and theories concerning driving

forces, organizational factors from learning perspective and perception on organizational
performance. The initial theory and scale was refined through qualitative process by asking
for expert opinions and have been revised several times.
The items for measuring the constructs of external environmental and industry level
driving forces of change and internal organizational driving forces of change were extracted
from the various organizational change literatures from many sources. They included the
published papers "Forces for and Resistance to Organizational Change" by Fred C.
Lunenberg in National Forum of Educational Administration and Supervision (Lunenberg,
2010), "The Driving Forces of Change: Organization Transformation at Macro and Micro

levels" by Sumit Sakar in 4th Scientific Quality Congress Middle East (Sarkar, 2010), online
articles "Sources of Organizational Changes" by Dragan Sutevski in Entrepreneurship in a
Box (Sutevski, 2009), "Four Major Forces Creating Change in Organizations Today" by
Ruth M. Tappin in Ezine @rticles (Tappin, 2009), "Organizational Change and Forces

Prompting Change" by Saroj Rawat in shvoong.com (Rawat, 2008), and "Internal and
External Environmental Forces Driving Organizational Change" by C. Maynard in
Linkedin.com (Maynard, 2011).
The items for construct measurement and scales for organizational variables, learning
outcomes and perceived organizational performance were adopted from "Assessing Strategic

Leverage for the Learning Organization" (ASLLO) (Gephart et al., 1996), Leaming
Organization Survey (Garvin et al, 2008), DLOQ (Yang et al, 2004) and Doctoral
Dissertations (Poomontre, 2005).
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3.4.1 Instrument Design
The basic ideas for the survey instrument were first obtained from the relevant literature
described in the preceding section. Later, a research framework and theoretical model was
constructed accordingly as described in following paragraphs.
First, the-components or items involved for each construct was listed and verified for
relevance with actual industry practice through expert opinion. For this verification, an
interview was conducted with Mr. Dhirachat Chayapom, General Manager of Tetra Solution
Limited Partnership, located in Bangkok, which is a software development firm providing
hospitals with software solutions for medical equipment. A list of the items extracted from
the literature was provided and the opinion of the verifier was sought for the relevance to the
actual industry practice. Initial version of the survey instrument was developed after this
process.
Expert opinion was sought for a second time for the instrument verification after it was
developed. An interview with Mr. Preecha Praipattarakul, CEO of MOL Thailand Group and
Vice President of Association of Thai Software Industry was conducted for this process. The
items for each construct were verified and added or deleted according to the industry practice.
The resulting version was used for translation and evaluation process (see section 3.4.2)
and the resulting Thai version of the survey instrument was used for Item-Objective
Congruence Index testing (see section 3.4.3) and Pilot testing (see section 3.4.4).
3.4.2 Instrument Translation and Evaluation
The scale for this study was first created in English. The scale was then translated into
Thai where three translators (including the researcher) independently did the translation while
being careful not to change the context of the meaning, but also not adhering word for word
to English. The translated results were compared and difference in opinions were sorted out
and rectified among the translators. The Thai version scale was translated back into English
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by two other translators using the same process to ensure consistency, uniformity in
comprehension and function it serves. The whole process succeeded in producing Thai
version of the scale with sub-scale items that are figuratively equivalent, but not literally to
the English version. Following the final evaluation by the researcher, actual evaluation in the
field was carrted out to try out the scale where 15 native Thai speakers and 5 English
speakers were asked to verify the readability and comprehension of the scale with the purpose
of validating the items.
3.4.3 Item-Objective Congruence Indexes (IOC)
The scale was evaluated for construct validity through Item-Objective Congruence
Index Testing (Rovenelli & Hambelton, 1997) where relevant experts evaluate and rate each
item in the scale on whether if the item represents the objective of the scale for which they
were designed. The possible ratings for each item included
•

1: the item clearly represented the objective;

•

0: the expert was unsure or unclear with the item;

•

-1: the item clearly did not represent the objective.

The ratings for each item were added and then divided by the number of experts rating
the item and the result was an index value between -1 to +1 where an index of -1 was a total
agreement by all raters that the item was not measuring the objective it was designed to
measure. An index of + 1 represented a complete agreement by all raters that the item was
measuring the objective it was designed to measure. It was the assumption of the test that the
index of each item only represented a single objective which it was designed to measure. The
objectives for each item and sub-scales were explained in section 3.7.l and 3.7.2.
The first such evaluation was conducted by five experts; one researcher and four
professionals in organization and human resources development/management discipline. The
instrument was then revised accordingly to the resulting index and the first pilot test results.
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The second evaluation also involved five experts; three researchers and two academics
in relevant fields. The resulting index values for each item was again examined and the
instrument modified accordingly before the actual full-scale data collection was carried out.
3.4.4 Pilot Tests
Prior to the full-scale data collection, a small-scale pilot testing was carried out to test
for comprehension and readability of the items and validate the survey instrument. A total of
20 full time staff of Alphametrics Co. Ltd, a member of Association of Thai Software
Industry, was surveyed as part of pilot testing. Internal consistency and factor loading of each
construct was measured using the sample data collected. The evaluation deployed common
factor analysis technique in detecting the factors (unobserved latent construct) from the items
in the scale and to confirm construct validity. A number of criteria was deployed to determine
the number of factors (in case more than one was detected) to retain after the evaluation
which included assessment of the scree plot and eigen values greater than or equal to one.
Second round of pilot testing was carried out after the modifications were done to the
version that was used in the first pilot test according to IOC indexes (see section 3.4.3) and
the results from analysis. A total of 26 full time staff of One To One Contacts Public
Company Limited was surveyed as part of the pilot testing and the same types of tests and
analysis were carried out.

3.5

Research Survey
The member organizations of Association of Thai Software Industry (ATSI) were

selected as sample population for the research. The focus group consisted of member
organizations with at least 10 employees up to 100 employees; there were altogether 52
organizations that met the criteria with a total population of 1545 individuals. The average
number of employees was 29. There were 35 organizations with between 10-30 employees
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and 9 organizations with between 31-50 employees and 8 organizations with above 50
employees. As such, they were grouped accordingly and termed small, medium and large
organizations. All organizations were asked for cooperation in conducting the survey. During
the collection process, the prospective respondents were assured of complete confidentiality
to promote cooperation and to provide answers that reflected their real opinion.
3.6

Data Collection

A professional marketing research company was employed to acquire the data. All
respondents were selected individuals working in the member organizations of Association
of Thai Software Industry (ATSI). Only the custom designed scale in Thai was employed

as all the respondents were Thai. All companies surveyed were located in Bangkok and
greater Bangkok areas.
The respondents were grouped into three levels namely senior management, middle
management and operations level. The sample size of 308 individuals was calculated from
the following equation, Cochran (1977) with maximum variability assumed at 0.5, 95%
confidence level and ±5% precision. The calculation for sample size was as follows.
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Target Sample Population = 1545 individuals; 52 organizations.
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308

3.7

Data Measurement and Analysis
Following independent and dependent constructs were measured and analyzed as part of

the research. They were measured through items organized into various sub-scales with
different number of items for each subscale where each sub-scale represented a single
construct (latent variable).
3. 7 .1 Instrumentation (Independent Variables)
There were altogether three constructs acting the role of independent variables in the
research model which were environment-level, industry-level and organizational-level
driving forces of change.
I)

Driving Forces of Change: Environmental-level

The environmental-level forces construct was measured through 5 items subscale. It
was designed to measure the level of influence perceived by the assessor belonging to the
organization being evaluated for environmental-level forces of change; political, economic,
social, technology, and legal (Sakar, 2010).
2)

Driving Forces of Change: Industry-level

The industry-level forces construct was measured through 5 items subscale. The scale
was designed for measuring the level of influence the assessor perceived as being exerted
upon the organization the assessor belonged to for industry-level forces of change such as
new comers to the industry, bargaining power of suppliers and customers, substitute products,
and intense rivalry among existing competitors (Sakar, 2010).
3)

Driving Forces of Change: Organizational-level

The organizational-level forces construct was measured through 4 items subscale. The
scale was designed to evaluate the perceived level of influence being exerted upon the
organization the assessor belonged to for organizational-level forces of change which were
perspectives from customer, financial, process, and learning (Kaplan & Norton, 1992).
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3. 7 .2 Instrumentation (Dependent Variables)
There were altogether two major constructs acting the role of dependent variables for
driving forces of change which were transformational organizational variables and
transactional organizational variables though they served both roles as dependent and
independent variables wherein they were also independent variables to learning outcomes and
performance improvement constructs which truly were dependent variables .
1) Transformational Organizational Variable: Leadership
The leadership construct was measured through 5 items subscale. The scale was
designed for measuring the perceived level of the assessor in strong and visible leadership
practiced in the organization (Holton & Kaiser, 1998).
2) Transformational Organizational Variable: Organizational Culture
The organizational culture construct was measured through 7 items subscale. The scale
was designed to measure the perception of the assessor of the organizational culture in
following aspects. The knowledge belonging to the organizations varies and that every
member of the organization is a potential source of knowledge and contributor to learning,
the organization allowing the members to be independent thinkers and let them promote and
implement new ideas freely, and everyone is working towards the benefit of the organization
and its stakeholders with the same objects. (Gephart et el, 1996).
3) Transformational Organizational Variable: Mission and Strategy
The mission and strategy construct was measured through 8 items subscale. The core
idea was to measure the perceived level of assessor in systems thinking (understanding
components that influence one another within the organization as a whole), external
monitoring (organizational effort in acquiring information about changes in the environment),
and knowledge creation (ability to acquire, disseminate, and interpret information to benefit
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organizational response to challenges and to improve organizational performance) being
practiced in the organizations (Holton & Kaiser, 1998).
4) Transformational Organizational Variable: Management Practices
The management practices construct was measured through 10 items subscale. The core
idea was to measure the perceived level of the skills and behavior displayed by the supervisor
or manager of the assessor in the organization concerning learning support (promote and
enable learning to occur), learning motivation (encourage and motivate employees to learn
and develop as individuals and as groups), and performance effectiveness (promote and
enable greater effectiveness and better performance) practices (Holton & Kaiser, 1998).
5) Transformational Organizational Variable: Organizational Structure
The organizational structure construct was measured through 6 items subscale. The
focus of this subscale was in measuring assessor's perception on internal alignment
(integration of goals, function, roles, work efforts, problem-solving and decision-making) and
facilitative structures (provision of interactional access to individuals and groups both inside
and outside the organization) in the organization (Holton & Kaiser, 1998).
6)

Transformational Organizational Variable: Systems

The systems construct was measured through 7 items subscale. This subscale was
designed to measure the assessor's perception on the level of strength of various
organizational systems (communication system, information system, and human resource
system) in their ability to function as learning support structures (Holton & Kaiser, 1998).
7) Transformational Organizational Variable: Climate
The climate construct was measured through 10 items subscale. This sub scale measures
the assessor's perception on generative learning climate (values, norms, and behaviors of the
members in promoting learning) and promotive interaction (actions to encourage and
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facilitate efforts to grow, perform, and achieve success) in the organization (Holton & Kaiser,
1998).
8) Transformational Organizational Variable: Motivation
The motivation construct was measured through 5 items subscale. The subscale was
designed for measuring the assessor's perceived levels in commitment and involvement
expressed by the work effort and behaviors of employees in the organizational (Holton &
Kaiser, 1998).
9) Transformational Organizational Variable: Leaming Outcome
The learning outcome construct was measured through three constructs; individual,
group and organizational learning with 3, 6 and 3 items subscales respectively. This outcome
was included in the model to see the influence of the interaction between transformational
and transactional variable on learning outcome as learning has been hypothesized as having
positive effects on individual and organizational performance. Three constructs that represent
different level of learning in the model are as follows.
Individual learning construct measures assessor's perception on the aptitude of
individuals in the organization to draw lesson from actual successful and failed experiences
in learning and utilizing the knowledge gained in making better conclusions or improvements
(Holton & Kaiser, 1998).
Team learning measures assessor's perception on the ability of workgroups in the
organization to acquire, interpret, and share knowledge to increase the learning in groups and
in work practices to better the performance and effectiveness (Holton & Kaiser, 1998).
Organizational learning measures assessor's perception on the ability of the
organization as a single entity on comprehending business goals set and problems
encountered, and the related ability to learn and make core changes needed to eliminate
obstructions in attaining the stated objectives (Holton & Kaiser, 1998).
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10) Transformational Organizational Variable: Performance Improvement
The performance improvement construct was measured through two constructs;
financially and performance-wise with 3 and 7 items subscales respectively. The two
subscales were . designed to measure the perception of the assessor on indicators of
achievement in-the organization (Burke & Litwin, 1992) both financially and performancewise.
3. 7.3 Analysis
The data collected was analyzed for the frequencies, percentage, univariate descriptive
statistics such as mean, standard deviation, etc. and bivariate descriptive analysis such as
cross-tabulation information from demographic data, quantitative measures for dependence,
etc.
The collected data was then tested for internal consistency and construct validity. The
internal consistency test involved testing each item in the construct for item-total correlation
value of more than 0.3 and Cronbach's Alpha of the construct itself to indicate good
reliability (0. 7

~a ~

0.9). Furthermore, the construct validity test using principle component

matrix using the varimax rotation method was employed. The validity of each construct was
verified by examining the results for extraction of not more than one component from the
items submitted for each construct, and all of the factor loadings were greater than 0.6.
The un-standardized scores for each item in the constructs were then computed into
standardized scores by reducing all of the items for a sub-scale (construct) into a single new
dimension using factor analysis. As such, only a single value for each construct (latent
variable) was loaded into the model for further analysis.
Inferential statistical analysis was then conducted on the collected data where a
structural equation model (SEM) was built from the conceptual framework and the data
collected was used against the model to prove or disprove the dependencies in the theoretical
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model. It is the unique ability of SEM in working as a combination of factor analysis and
multiple regression techniques that allows the researcher to examine a series of dependent
relationships in the model simultaneously. It is able to treat a single variable as both predictor
variable and dependent variable in the same analysis in contrast to path analysis. One of the
most importanCissues that SEM has taken into account which other methods do not is the
improvement of statistical estimation by accounting for measurement errors in the estimation
process. The results from the SEM analysis include the goodness of fit index and
improvement over baseline model with the significance of each relationship in the model.

3.8

Anticipated Research Findings and Deliveries

}'

The research was expected answer all the questions stated in the section 3 .1.1 and prove
the hypotheses list in section 3.2. The research findings would further reinforce, if verified,
the literatures reviewed and adopted as part of the theoretical model. The deliverables from
the research included descriptive statistics of the sample population, structural equation
model analysis findings and the meaning of the results, and the conclusion on the results.

86

4 EXPERIMENTAL RESULTS AND ANALYSIS
The research theoretical model was designed to learn the effects of the driving forces on
the organizational variables, the reaction and interaction of the organizational variables and
the outcomes from the learning perspective, how the outcomes influence the creation of a
learning culture and learning outcomes at individual, community or team, and organizational
levels, and finally the organizational performance itself in terms of knowledge and finance.
As such, driving forces at various levels (environmental-level, industry-level and
organizational-level)

were

observed and

analyzed

as

independent variables

with

transformational (strategy, leadership, and culture) and transactional (climate, organizational
structure, support systems, and motivation) organizational variables, learning outcomes
(individual, team, and organization), and organizational performance (knowledge and
finance) as dependent variables whereby structural equation modeling methods were
deployed for analysis of the dependency between the independent and dependent variables.
Following sections would provide a detailed description of the sample population and
the results of the statistical analyses with regards to the hypotheses (see section 3.20).
4.1

Sample Population
A total of 52 organizations (member organizations of Association of Thai Software

Industry) with 1545 possible respondents were contacted for survey and 26 organizations
agreed to be surveyed with 372 respondents providing responses. Altogether, 24% of the
targeted population responded from 50% of the targeted organizations. The number of female
respondents accounted for 235 respondents (63.2%) and 137 male respondents (36.8%). The
majority of the respondents were in the age group of 20-30 years (159 respondents, 42.7%),
followed by the age group of 31-40 years (147 respondents, 39.5%), 51-60 years (61
respondents, 16.4%), 41-50 years (4 respondents, 1.1%), and over 60 years (1 respondent,
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0.3%). Only 17 respondents (4.6%) completed lower than a bachelor degree, 326 respondents
(87 .6%) graduated with a bachelor degree, whereas 28 respondents (7.5%) obtained a masters
degree. In terms of job responsibility, 39 respondents (10.5%) were from management level,
57 respondents (15.3%) were from supervisory level and 276 respondents (74.2%) were from
operations levet The respondent-related data is displayed in Table 7.
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The number of respondents were quite evenly distributed among relatively new and
established organizations in the Thai software industry with 1-4 years old organizations
accounting for 127 respondents (34.1%), 5-10 years old organizations accounting for 122
respondents (32.8%), and organizations with over 10 years of established history accounting
for 123 respondents (33.1 %). All of the respondents (372 respondents, 100%) surveyed
belong to a limited company. The number of respondents working for organizations with
operations in Thailand only was 281 respondents (75.5%), ASEAN region was 51
respondents (13.7%), Asia-Pacific region was only 9 respondents (2.4%), and around the
World was 31 respondents (8.3%). The related information on the respondents' organizations
is displayed in Table 8.
Table 8: Related Information of Organizations of Respondents
Category

Count

Per Cent

Number of Years in Industry (Organization)
1-4 years
5-10 years
Over 10 years

~

Type of Organizations

r(,11

Limited Company

127/372

34.1%

122/372

32.8%

123/372

33.1%

5

'~J?

372/372

~~

$~

*

100.0%

Countries/Regions of Operations
Thailand

281/372

75.5%

ASEAN

51/372

13.7%

9/372

2.4%

31/372

8.3%

Asia-Pacific
World
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4.1.1 Descriptive Statistics for Independent and Dependent Constructs
The standard deviation of the constructs, both independent and dependent, were in the
range of 0.9 - 1.2 on a seven point Likert scale. These values suggested that the survey
instrument had been able to gather adequate amount of variability from the respondents from
different organizations. The mean values were in the 4.9 - 5.5 range which demonstrated that
the responses tended to agree more with the survey instrument than disagree with it (see
Table 9).
Table 9: Sample Sizes, Means and Standard Deviations
N

M

SD

1. Environment

372

4.9935

0.93

2. Industry

372

5.1145

0.95

3. Organization

372

5.3266

0.98

4. Leadership

372

5.4145

1.07

5. Culture

372

5.5841

0.91

6. Mission & Strategy

372

5.1391

0.85

7. Practices

372

5.3293

0.96

8. Structure

372

5.2769

0.97

372

5.0622

1.04

5.3306

0.89

372

5.5280

1.00

12. Individual Leaming

372

5.4552

0.93

13. Team Leaming

372

5.4485

1.01

14. Organizational Leaming

372

5.0188

1.21

15. Financial Performance

372

5.1335

1.16

16. Knowledge Performance

372

5.0449

1.07

Constructs

9. Systems
10. Climate
11. Motivation

*cfla, 'J11fl1ti
1

NC E

90

372

~~

4.1.2 Analysis for Differences in Response between Groups
The respondents originated from different personal and educational backgrounds,
varying responsibility levels and were working for organizations with varying numbers of
employees, organizational maturity and stability, and the area of operations. Hence, there
could be differing views offered from the respondents on the effects of driving forces of
change on their respective organizations and organizational variables, influence of the
interaction among the organizational variables on the learning outcome of the organization as
a whole and most importantly what the organizations had achieved in terms of finance and
knowledge due to learning outcomes.
As such, the scale measurement scores for underlying latent constructs were studied to
determine if any significant differences in perceptions existed between subgroups based upon
responsibility level, i.e. management, supervisory, and operations. This ensuing information
represented the complete perception and impressions of the workforce on the environment,
industry, organizations, learning, and performance and should be useful to the management,
supervisors and employees alike to learn about the responses, perceptions and impressions of
similar organizations (their own included) in a wider context.
One-way ANOVA or Analysis of Variance method was deployed to evaluate the
collected data for any significant differences in mean scores of each underlying sub-scale
between the three different responsibility levels of employees as mentioned above. The
results are displayed in Table 10. It was very interesting to find that apart from strategy
(difference in perception between management and operations) and organizational learning
(difference in perception between all sub-groups), the different sub-groups did not record any
difference in opinion as it was hypothesized.
It could, however, be explained that respondents originated from small to medium sized

organizations and the management kept the workforce abreast and well-informed of the
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ongoing industrial practices, events, organizational performances, and the workforce are
offered a closer view of the management practices and leadership capabilities, more so than
possible in large corporations. This would have resulted in the management, supervisory, and
operational level having the same opinions on many points.
Nevertheless, the above analysis originated from personal opinion of the researcher
based upon the small scale analysis of only 52 organizations not representing a probability
sample. It was only conducted as a potential point of interest for any results that may have
been a difference of opinion from sub-groups. Therefore, any differences or non-difference
were not determined to have significantly affected the outcome of the main research.
Table 10: Descriptive Statistics for Three Responsibility Levels (ANOVA Results)
Variables

Mean

Sub Groups Mean

Q..

Management Supervisory

Operations

1. Environment

4.99

5.27

5.06

4.94

2. Industry

5.11

5.28

5.20

5.07

3. Organization

5.33

5.51

5.41

5.28

4. Leadership

5.41

5.54

5.56

5.37

5. Culture

5.58

5.62

5.60

5.58

5.14**

5.46

5.18

5.09

5.58

5.33

5.29

6. Mission & Strategy

~If.

~

7. Practices

5.33

8. Structure

5.28

5.56

5.29

5.23

9. Systems

5.06

5.33

4.96

5.05

10. Climate

5.33

5.47

5.30

5.32

11. Motivation

5.53

5.49

5.51

5.53

12. Individual Leaming

5.46

5.78

5.39

5.42

13. Team Leaming

5.45

5.65

5.40

5.43

14. Organizational Leaming

5.02**

5.36

4.36

5.11

15. Financial Performance

5.13

5.26

4.94

5.16

16. Knowledge Performance

5.04

5.30

4.90

5.04

&ti
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4.2

Hypotheses Analysis Techniques
4.2.1 Hierarchical Multiple Regression Analysis
Multiple regression is a statistical technique that is available for researchers to analyze

the relationship between a dependent variable and a number of independent or predictor
-

variables. Hierarchical regression is one of the three multiple regression technique (standard,
hierarchical, and stepwise) available. Each technique differs in the ways of handling the
intersecting variances of predictors due to correlation among them, and the originator
(researcher or software) to determine the order of loading/entry of predictors into the
prediction equation (Tabachnick & Fidell, 1989, as cited in Ho, 2006).
Hierarchical regression model is reputed to be most adaptable as it allows the researcher
to decide the order of entry of the predictors into the prediction equation where the order is
usually determined by the researcher based upon logical or theoretical basis. It is usually the
practice to enter the strongest possible predictors for the dependent variable into the equation
first followed by the weaker ones. The level of variance explained for the particular group of
predictors is recorded in each step, i.e. for each group of predictors entered, together with the
change in variance explained. Another possibility is to do just the opposite and enter the
weaker predictors, first followed by the stronger ones to eliminate the small and insignificant
level of variances explained by the weaker predictors (Ho, 2006). Furthermore, it is important
to take note of the underlying assumptions in multiple regression as follows.
1) Linearity
The first assumption is that of linearity. Since the concept of correlation forms the basis
for regression analysis, multiple regression assumes that the relationship between dependent
and independent variables is linear where the predicted values falls into a straight line pattern
in ascending or descending slope or horizontal or vertical line. As such, it is crucial that the
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linearity is preserved. For this research, the scatter plots from each predictor and dependant
variable were created to observe linearity and all the relationships were found to be linear.
2) Homoscedasticity
The second assumption is the equal variances between patrs of constructs or the
homoscedasticity. Multiple regression assumes that the error variance is constant across the
predicted values. For this research, scatter plots were plotted from standardized residual
values and predicted values and the pattern was observed from the resulting dots and the
pattern observed did not display any increasing or decreasing change or spread in the
residuals and all pairs of constructs regressed preserved the homoscedasticity.
3) Normality of the Error Terms
The third assumption is normality of the error terms where errors of prediction are
normally distributed. Errors of predictions are differences between predicted and the actual
observed values of the dependent variable. For this research, the residual values from the
regression model was saved and examined for the normality based on the following aspects.
First, the skewness and kurtosis values were examined (close to 0) followed by the
significance of the "tests of normality" (not significant). The histograms were plotted from
the residuals (normal distribution), followed by the Q-Q plot of the unstandardized residual
values; expected vs. observed normality (linear) and observed vs. deviation from normality
(straight). Based on these results, the normality for residual errors were found to be preserved
for all the regression models and conformed to the assumption.
4) Independence of Error Terms
The fourth and final assumption is that prediction errors are independent and are not
correlated. The assumption of independence can be abused when the sample data is collected
for the same variables in sequence over time. The Durbin-Watson test is a test for such cases
where serial correlation of adjacent error terms exists and the calculated Durbin-Watson
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statistic ranges from 0 to 4 with 2 as the midpoint. Independent residuals results in values
between 1.5 and 2.0. For this research, the data was not collected in sequence, and hence, this
assumption is preserved.
5) Multicollinearity
Multicollinearity is when two or more variables are in near perfect linear relationship
with each other and when there is such a case among the predictors, the estimates for a
regression model become impossible as the power of prediction is being shared by the
predictors and not unique to one of them. The results become contradictory where the
regression model as a whole may be highly significant and fits the data whereas the beta
coefficient of each predictor is insignificant. This situation is the direct results of the
predictors sharing the same underlying dimensions that may strongly predict the dependent
variable and the predictors are not capable of individually prediction. Multicollinearity can
become a major problem in data analysis using the regression technique when independent
variables by chance are correlated and the prediction of the dependent variable using these
predictors in the model may result in uncertainty of which predictor actually is a strong one.
In such cases, ridge regression analysis is a good alternative to reduce the potential
multicollinearity related analysis problems. The tolerance (>0.1 is acceptable) and variance
inflation factor (< 10 is acceptable) values for each predictor could be evaluated for
multicollinearity. Another indicator of multicollinearity would be close to 0 in eigenvalue
under collinearity diagnostics, indicating that predictors are highly intercorrelated.
4.2.2 Structural Equation Modeling Analysis
Structural Equation Modeling method of data analysis combines multiple regressions
analysis, factor analysis and multivariate analysis of variance (ANOVA) and most suitable in
proving theoretical models against observed dataset for validity and reliability. It has several
advantages over multiple regression which are as follows (Ho, 2006).
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Firstly, it allows the researcher to examine a series of dependence relationships between
variables with level of variance determined by factors not in the theoretical model (termed
"exogenous variables") and variables with level of variance explained by these exogenous
variables or other variables like itself (termed "endogenous variables") simultaneously which
multiple regression is incapable of doing. Secondly, SEM is able to represent dependence
relationships between unobserved or latent concepts i.e. hypothesized constructs that could
only be measured through other observed variables, in the model whereas multiple regression
could only analyze relationships between directly observed variables. Finally, it improves
statistical estimation by taking into account the measurement errors in the process of
estimating. Most of the statistical techniques assume that no errors exist while variables are
observed or they were measured perfectly which is very hard to accomplish due to inaccurate
responses and issues with operationalization of the concepts. As such, there usually is a fair
amount of error involved in measurements and the final coefficients would be biased in
unknown scale and direction. SEM overcomes this limitation by developing estimates of
latent constructs based on shared variance among the observed variables which in tum
eliminate the potential bias resulting from random measurement error.
The overall fit of the theoretical model and observed dataset could be measured by a
number of goodness-of-fit measures which are used to evaluate the level to which the
observed covariance matrix matches with the predicted one within the hypothesized model.
Three types of goodness-of-fit measures are available which are absolute fit measures,
incremental fit measures, and parsimonious fit measures (Ho, 2006).
The absolute fit indices are observed to evaluate the fit of the data to the model, namely
the chi-square statistics (x2' CMIN, CMIN/DF), the goodness-of-fit index (GFI) and the root
mean square error approximation (RMSEA). Among these measures, the chi-square (x2)
statistics is the most fundamental measure of overall fit as it is the only statistically based
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measure of goodness-of-fit available in SEM (JOreskog & Sorbom, 1993, as cited in Ho,
2006). It is usually the practice in application of chi-square tests to reject the null hypothesis
(i.e. accept the alternative hypothesis) and claim that the expected/theorized and observed
dataset are significantly different, meaning the larger the chi-square (CMIN) value, the better
it is and the lower the P value, the better it is. However, with SEM, the opposite is true
because it is essential that the difference between expected and observed dataset is
insignificant and retain the null hypothesis which proves a good fit for the theorized model.
Nevertheless, the chi-square statistic is vulnerable to large sample sizes and the test results
will indicate that the observed and expected dataset are significantly different from the
theory. This significant difference may be very small as to be trivial (Gulliksen & Tukey, as
cited in Arbuckle, 2007).
The incremental fit measures include Tucker-Lewis Index (TLI), Normed Fit Index
(NFI), Relative Fit Index (RFI), Incremental Fit Index (IFI), and Comparative Fit Index
(CFI) . The underlying assumptions and the calculation methods for these indices may
somehow differ, but they all are designed for comparison between the proposed model and
the independence model (with assumption of independence among the variables i.e. no
dependence to each other) and the statistical values range from 0 (worst fit) to 1 (perfect fit).
The parsimonious fit measures indicate if the proposed model has achieved parsimony
1.e. using the least amount of estimated coefficients to achieve the resulting level of fit
(goodness-of-fit index). A high model fit index (a near perfect fit) achieved through many
coefficients are thought to be not parsimonious. The indices observed include Parsimonious
Normed Fit Index (PNFI), Akaike Information Criterion (AIC), and Parsimonious Goodnessof-Fit Index (PGFI). Higher values of PNFI are deemed better, indices of 0.06 to 0.09 are
proposed to be indicative of substantial model differences (Williams & Holahan, 1994, as

97

cited in Ho, 2006), which also hold true for PFGI whereas AIC values closer to zero indicate
better fit and greater parsimony.
4.3

Hypotheses Findings

During the analysis, the following variables were declared as observed independent
variables namely driving forces at environmental-level; G 1.1 (Politics), G 1.2 (Environment),
G 1.3 (Social), G 1.4 (Technology), G 1.5 (Legal), driving forces at industry-level; 02.1 (New
Entrants), 02.2 (Substitute Products), 02.3 (Bargaining Power of Suppliers), 02.4
(Bargaining Power of Buyers), 02.5 (Intensity of Rivalry), and driving forces at
organizational-level; 03.1 (Customer), 03.2 (Financial), G.3 .3 (Process), 03.4 (Learning).
The following variables were declared as observed dependent variables namely
transformational organizational variables; 04 (leadership), 05 (culture), 06 (mission and
strategy),

transactional

organizational

variable;

07

(management

practices),

08

(organizational structure), 09 (support systems), 010 (climate), Gl 1 (motivation), learning
outcomes;

012

(individual),

013

(team),

014

(organization),

and organizational

performance; G 15 (know ledge), G 16 (finance).

ol.~

4.3. l Hypothesis 1

*

The purpose of the hypothesis was to test the significance and level of influence that
driving forces of changes have on transformational and transactional organizational variables.
The hypothesis was as follows. "Environmental-level, Industry-level, and Organizationallevel

driving forces

of change exert significant influence

on

transformational and transactional variables and they are correlated."

98

organizations'

1)

Environmental-level towards Transformational and Transactional Variables

The hypothesis was that environmental-level driving forces of change; politics,
environment, social, technology, and legal, exert significant amount of influence on
organizations' transformational variables and transactional variables.
The predictors in this analysis were politics (Mean = 4.86, SD = 1.244), environment
(Mean= 5.04, SD= 1.213), social (Mean= 4.84, SD= 1.304), technology (Mean= 5.49, SD
= 1.171), and legal (Mean= 4.73, SD = 1.267) driving forces. All the environmental-level
driving forces of change were significantly correlated at 99% confidence level ( p

~

.01)

with transactional (Mean = 5.36, SD = 0.776) and transformational (Mean = 5.30, SD

=

0.848) organizational variables as displayed in Table 11 .
The average relationship between all environmental-level driving forces of change and
transformational organizational variables was .57 and all environmental-level driving forces
2

of change accounted for 32% of variance (Adjusted R = 31.0%) in transformational
variables. The F-test statistics change of final regression model entered at 5th step was 17.84
and was very highly significant at 99.9% confidence level, F(l,366)=17.84, p
Table 13).

~

.000 (see

*

The average relationship between all environmental-level driving forces of change and
transactional organizational variables was .43 and all environmental-level driving forces of
change accounted for 18.2% of variance (R2 = 17.1 %) in transactional variables. The F-test
statistics change of final regression model entered at 5th step was 25 .22 and was very highly

significant at 99.9% confidence level, F(l,366)=25.22, p
2)

~

.000 (see Table 13).

Industry-level towards Transformational and Transactional Variables

The hypothesis was that industry-level driving forces of change; New Entrants,
Substitute Products, Bargaining Power of Suppliers, Bargaining Power of Buyers, Intensity of
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Rivalry, exert significant amount of influence on organizations' transformational variables
and transactional variables.
The predictors in this analysis were new entrants (Mean = 5.28, SD = 1.176), substitute
products (Mean

= 4.96,

SD = 1.273), bargaining power of suppliers (Mean = 4.85, SD =

1.266), bargaining power of suppliers (Mean = 5.17, SD = 1. 124), and intensity of rivalry
(Mean= 5.30, SD= 1.126). All the industry-level driving forces of change were significantly
correlated at 99% confidence level (p

s .01) with transactional (Mean= 5.36, SD= 0.776)

and transformational (Mean = 5.30, SD = 0.848) organizational variables as displayed in
Table 11.
The average relationship between all industry-level driving forces of change and
transformational organizational variables was .616 and all industry-level driving forces of
change accounted for 37.9% of variance (R2 = 37.1%) in transformational variables. The Ftest statistics change of final regression model entered at 5th step was 17.84 and was very
highly significant at 99.9% confidence level, F(l,366)=16.69, p

s .000 (see Table 13).

The average relationship between all industry-level driving forces of change and
transactional organizational variables was .41 and all industry-level driving forces of change
accounted for 16.6% of variance (R2 = 15.4%) in transactional variables. The F-test statistics
change of final regression model entered at 5th step was 1.352 and was not significant,
F(l,366)=1.352, p

~

.0.5 (see Table 13).

3) Organizational-level towards Transformational and Transactional Variables
The hypothesis was that organizational-level driving forces of change, Customers,
Finance, Process, Leaming, exert significant amount of influence on organizations'
transformational variables and transactional variables.
The predictors in this analysis were customer (Mean = 5.53, SD = 1.182), finance
(Mean= 5.16, SD= 1.200), process (Mean= 5.33, SD= 1.191), and learning (Mean= 5.28,
100

SD = 1.142). All the industry-level driving forces of change were significantly correlated at
99% confidence level (p

s .01)

with transactional (Mean = 5.36, SD = 0.776) and

transformational (Mean = 5.30, SD = 0.848) organizational variables as displayed in Table
11.
The average relationship between all organizational-level driving forces of change and
transformational organizational variables was .68 and all organizational-level driving forces
of change accounted for 46% of variance (Adjusted R2 =45.4%) in transformational variables.
The F-test statistics change of final regression model entered at 4th step was 26.90 and was
very highly significant at 99.9% confidence level, F(l,367)=26.90, p

s .000 (see Table 13).

The average relationship between all organizational-level driving forces of change and
transactional organizational variables was .43 and all organizational-level driving forces of
change accounted for 18.6% of variance (Adjusted R 2 = .17.8%) in transactional variables.
The F-test statistics change of final regression model entered at 4th step was 9.250 and was
highly significant at 99% confidence level, F(l,367)=25.22, p

4)

s .01

(see Table 13).

Inter-correlation among Driving Forces

All the driving forces of change are highly significantly inter-correlated at 99%
confidence level as displayed in Table 12. As such, hypothesis l(D) was proven and accepted

(see Table 12).
5) Final Model of Hypothesis 1
The final model for transformational organizational variables with all environmentallevel driving forces of change explained 32% (adjusted R 2 = 31.0%) of the variance in
transformational organizational variable with four significant predictors. The significant
predictors, listed according to the relative level of influence were economic ( ,8 = .224 **),
legal (,8=.215***), technology (,8=.151*), and politics (,8=.133*). The final model for
environmental-level driving forces of change with transactional organizational organization
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variables explained 18.2% (adjusted R2 = 17.1 %) of the variance m transactional
organizational variable with only two significant predictors. The significant predictors, listed
according to the relative level of influence were legal ( fJ = .280*), and economic

( fJ = .205***).
The final model for transformational organizational variables with all industry-level
driving forces of change explained 37.9% (adjusted R2 = 37.1 %) of the variance in
transformational organizational variable with three significant predictors. The significant
predictors, listed according to the relative level of influence were intensity of rivalry
(/J = .254***), new entrants (/J = .205***), and bargaining power of buyers (/J= .181 *).The
final model for industry-level driving forces of change with transactional organizational
organization variables explained 16.6% (adjusted R2 = 15.4%) of the variance in transactional
organizational variable with only a single significant predictors. The significant predictor was
new entrants (/J=.212**).
The final model for transformational organizational variables with organizational-level
driving forces of change explained 46% (adjusted R2 = 45.4%) of the variance in
transformational organizational variable with four significant predictors. The significant
predictors, listed according to the relative level of influence were learning ( fJ = .275***),
finance (/J=.222***), customer (/J=.192**), and process (/J=.125*). The final model for
organizational-level driving forces of change with transactional organizational organization
variables explained 18.6% (adjusted R2 = 17.8%) of the variance in transactional
organizational variable with only two significant predictors. The significant predictors, listed
according to the relative level of influence were finance ( fJ = .222 ***), and legal ( fJ = .198 *).
Hence, hypothesis 1 was fully supported according to the final model. However, it was
worth to note that the industry-level driving forces of change did not influence transactional
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organizational variables and not all sub-level predictors were significant. All the above
statistics can be found in Table 13.
Table 11: Correlation between Driving Forces of Change and Organizational Variables
Transformational

Transactional

Political

.426**

.279**

Economic

.474**

.339**

Social

.357**

.249**

Technology

.392**

.204**

Legal

.428**

.372**

Environmental-level

Industry-level

"o

~

New Entrants

.501 **

Substitute Products

.393**

.268**

Bargaining Power of Suppliers

.419**

.279**

Bargaining Power of Buyers

.517**

.329**

Intensity of Rivalry

.552**

.334**

Customer

.572**

.307**

Finance

.548**

.374**

.361 **

Organizational-level

Process
Leaming

*«(,111

5

t-..(

~'Vlf}

.540**
.585**

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

*

.340**
.367**

Table 12: Inter-correlation between Driving Forces of Change
Gl.1

Gl.2 Gl.3 Gl.4

Gl.S G2.1

G2.2

G2.3

G2.4

G2.S

G3.1

G3.2

G3.3 G3.4

Environmental-level

Politics - GI. I
Economic - G 1.2
Social - G 1.3
Technology - G 1.4

.674 .. .450 .. .341 .. .394 .. .377" .332 .. .444 .. .395 .. .403'' .324 .. .351 ..
.547" .431" .405 .. .420" .340" .460" .383 .. .402" .381 '* .338"
I
.479" .410" .211" .360" .441" .377" .324.. .279 .. .300"
.427 .. .388 .. .325 .. .315" .355" .375" .382" .312"
I

Legal - GI .5

.345" .320"
.337" .356"
.330" .289"

.438" .437"
.359.. .345 .. .363'' .262 .. .292 .. .230" .302" .290" .279"

Industry-level

.558" .435" .520" .625.. .400" .399" .412'' .478"

New Entrants - G2. l

.ss3'' .soo" .s23'' .31 o" .3oo" .310" .395"

Substitute Products - G2.2

.575" .479" .301" .301" .295" .296"

Bargaining Power of Suppliers - G2.3

.670.. .462" .43 !'' .475" .495"

Bargaining Power of Buyers - G2.4

.529 .. .422 .. .479 .. .591"

Intensity of Rivalry - G2.5
Organizational-level

Customer - G3. l

.593.. .628.. .621 ..

Financial - G3.2

.566... Sis''
.614"

Process - G3 .3
Leaming - G3 .4
**.Correlation is significant at the 0.01 level (2-tailed).
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Table 13: Standardized Coefficients for Driving Forces of Change in Regression
2
3
Transformational

4

5

2

3
4
Transactional

5

Environmental-level
.426*** .196**

Political

.341 ***

Economic
Social

.178*

.170*

.133*

.288***

.244*** .224**

.119*

.049

.279***

.092

.080

.078

.029

.277***

.241 **

.231*

.205*

.082

.066

.021

.047

-.024

.014

.205*** .151*

Technology

.215***

Legal

.280***

R2

.182

.245

.255

.286

.319

.078

.120

.124

.126

.182

Adjusted R2

.179

.241

.249

.278

.310

.o75

.115

.117

.116

.171

.182

.064

.010

.031

.033

.078

.042

.005

.002

.056

.361 ***

.307*** .282*** .239*** .212**

2

Change in R

Industry-level
New Entrants

.501 *** .410*** .369*** .288*** .204***
.164*

Substitute Products

.064

.025

.223*** .113*

Bargaining Power of Suppliers
Bargaining Power of Buyers

.096

.105

.034

.014

.004

.138*

.080

.078

.152*

.116

.290*** .181*

~

Intensity of Rivalry

-.003

.084

.254***

R2

.251

.270

.303

.351

.379

.130

.137

.149

.163

.166

Adjusted R2

.249

.266

.298

.344

.371

.128

.132

.142

.153

.154

Change in R2

.251

.019

.033

.048

.028

.130

.006

.013

.013

.003
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2

3

4

2

Transformational

3

4

Transactional

Organizational-level
.572*** .382***

Customers
Finance

.285***

.322*** .257***

.307***
.222***

.132*

.058

.296***

.247*** .222***

.216*** .125*

Process

.164*

.275***

Leaming

-.009

.098
.198*

R1

.328

.395

.420

.460

.094

.151

.1 66

.186

Adjusted R2

.326

.391

.416

.454

.092

.147

.159

.178

.328

.067

.025

.040

.094

.057

.0 15

.021

2

Change in R

***.Correlation is significant at the 0.001 level.
•• .Correlation is significant at the 0.0 1 level.
*.Correlation is significant at the 0.05 level.
Table 14: Summary for Hypothesis 1
Transformational

Transactional

Environmental-level

Supported

Supported

Industry-level

Supported

Organizational-level

Supported

Supported

All Forces

Supported

Supported

Not Supported
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4.3.2 Hypothesis 2
The purpose of the hypothesis was to test the significance and level of influence that
transformational organizational variables have on learning outcome. The hypothesis was as
follows. "Transformational variables by themselves cannot significantly affect the
learning outcom-e."

1) Transformational towards Leaming Outcome
The hypothesis was that transformational organizational variables; leadership, culture,
and mission and strategy, exert significant amount of influence on learning outcomes.
The predictors in this analysis were leadership (Mean = 5.41, SD = 1.070), culture
(Mean= 5.58, SD = 0.912), and mission and strategy (Mean = 5.14, SD = 0.853). All the
transformational variables were significantly correlated at 99% confidence level ( p ::::; .01)
with learning outcomes (Mean= 5.34, SD= 0.851) variables as displayed in Table 15.
The average relationship between all transformational organizational variables and
learning outcome was .64 and all transformational variables accounted for 40.5% of variance
(Adjusted R2 = 40.0%) in learning outcome. The F-test statistics change of final regression
model entered at 3rd step was 71.88 and was very highly significant at 99.9% confidence
level, F(l,368)=71.88, p::::; .000 (see Table 16).

2) Final Model of Hypothesis 2
The final model for learning outcome with all transformational organizational variables
explained 40.5% (adjusted R2 = 40.0%) of the variance in learning outcome with two
significant predictors. The significant predictors, listed according to the relative level of
influence were mission and strategy ( /J = .426***), and culture ( /J = .264***). Hence,
hypothesis 2 was fully supported according to the final model. However, it was worth to note
that the leadership organizational variable did not influence learning outcome variables and
not all sub-level predictors were significant. All the above statistics can be found in Table 16.
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Table 15: Correlation between Transformation Variables and Leaming Outcome

Learning Outcome
Transformational Organizational Variables
Leadership

.426**

Culture

.474**

Mission and Strategy

.357**

**.Correlation is significant at the 0.01 level (2-tailed).
Table 16: Standardized Coefficients for Transformational Variables in Regression

1r

1

2

3

Learning Outcome

Transformational Organizational Variables
Leadership

.452***

Culture

.234***

.363*** .264***

Mission and Strategy
R2
Adjusted R2
Change in R2

.051

.426***

(/)

~

***.Correlation is significant at the 0.001 level.
9')9

.204

.289

.405

.202

.285

.400

.204

.085

.116

ol.~

Table 17: Summary for Hypothesis 2

Learning Outcome
Transformational Organizational Variables
Not Supported

Leadership
Culture

Supported

Mission and Strategy

Supported
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4.3.3 Hypothesis 3
The purpose of the hypothesis was to test the significance and level of influence that
transformational organizational variables have on transactional organizational variables. The
hypothesis was as follows. "Transformational variables exert a significant effect on
transactional variables."
1) Transformational towards Transactional
The hypothesis was that transformational organizational variables; leadership, culture
(organizational culture), and mission and strategy, exert significant amount of influence on
transactional organizational variables.
The predictors in this analysis were leadership (Mean = 5.41, SD = 1.070), culture
(Mean = 5.58, SD = 0.912), and mission and strategy (Mean = 5.14, SD = 0.853). All the
transformational variables were significantly correlated at 99% confidence level (p::;; .01)
with transactional organizational variables (Mean = 5.30, SD = 0.848) variables as displayed
in Table 18.
The average relationship between all transformational organizational variables and
transactional organizational variables was .80 and all transformational variables accounted
for 63.3% of variance (Adjusted R 2 = 63.0%) in transactional organizational variables. The Ftest statistics change of final regression model entered at 3rd step was 189.03 and was very
highly significant at 99.9% confidence level, F(l,388)=189.03, p::;; .000 (see Table 19).
2)

Final Model of Hypothesis 3

The final model for transactional organizational variables with all transformational
organizational variables explained 63.3% (adjusted R2 = 63.0%) of the variance in
transactional organizational variables with two significant predictors. The significant
predictors, listed according to the relative level of influence were mission and strategy

(p = .542***),

and leadership ( P = .302***). Hence, hypothesis 3 was fully supported
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according to the final model. However, it was worth to note that the culture organizational
variable did not influence transactional organizational variables and not all sub-level
predictors were significant. All the above statistics can be found in Table 19.
Table 18: Correlation between Transformational and Transactional Variables

Transactional
Transformational Organizational Variables
Leadership

.649**

Culture

.511**

Mission and Strategy

.746**

**.Correlation is significant at the 0.01 level (2-tailed).
Table 19: Standardized Coefficients for Transformational Variables in Regression

2

1

3

Transactional
Transformational Organizational Variables
Leadership
Culture

.649***

~

.535***

.302***

.190***

.064
.542***

Mission and Strategy
R2
Adjusted R 2
Change in R 2

«(,111

5 r-.. (

9')9

~'Vlv1at1~'6\

.422

.445

.633

.420

.442

.630

.422

.023

.188

***. Correlation is significant at the 0.001 level.
Table 20: Summary for Hypothesis 3

Transactional
Transformational Organizational Variables
Supported

Leadership

Not Supported

Culture

Supported

Mission and Strategy
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4.3.4 Hypothesis 4
The purpose of the hypothesis was to test the significance ·and level of influence that
transactional organizational variables have on learning outcome. The hypothesis was as
follows. "Transactional variables by themselves cannot significantly affect the learning
outcome."
1) Transactional towards Leaming Outcome
The hypothesis was that transactional organizational variables; practices (management
practices), structure (organizational structure), systems (supporting systems), climate (work
environment/climate), and motivation (employee motivation) exert significant amount of
influence on learning outcomes.
The predictors in this analysis were practices (Mean = 5.32, SD = 0.956), structure
(Mean= 5.28, SD= 0.967), systems (Mean= 5.06, SD= 1.040), climate (Mean= 5.33, SD=
0.886), and motivation (Mean = 5.53, SD = 0.999). All the transactional variables were
significantly correlated at 99% confidence level (p

~

.01) with learning outcomes (Mean=

5.34, SD= 0.851) variables as displayed in Table 21.
The average relationship between all transactional organizational variables and learning
outcome was .77 and all transactional variables accounted for 59.6% of variance (Adjusted
R2 = 59.0%) in transformational variables. The F-test statistics change of final regression
model entered at 3rd step was 61.82 and was very highly significant at 99.9% confidence
level, F(l,366)=61.82, p
2)

~

.000 (see Table 22).

Final Model of Hypothesis 4

The final model for transactional organizational variables with learning outcomes
variables explained 59.6% (adjusted R2 = 59.0%) of the variance in learning outcomes with
three significant predictors. The significant predictors, listed according to the relative level of
influence

were

motivation

( P= .413 ***),
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systems

( P= .215 ***),

and

practices

(,8=.146***). Hence, hypothesis 4 was fully supported according to the final model.
However, it was worth to note that the climate and structure organizational variables did not
influence learning outcome variables and not all sub-level predictors were significant (see
Table 22).
Table 21: Correlation between Transactional Variables and Leaming Outcome
Learning Outcome

Transactional Organizational Variables

.659**

Practices

\\JER 1ry

Structure
Systems

.614**

0

Climate

.638**
.676**
.712**

Motivation

-

~

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

Table 22: Standardized Coefficients for Transactional Variables in Regression
1

~

2

3

4

5

Learning Outcome

Transactional Organizational Variables

7~

Practices

.659***

Structure

.468***

.363**

.240***

.146*

.238***

.093

.060

.032

.309***

.190**

.215***

.313**

.071

Systems
Climate

.413***

Motivation

Ri
Adjusted R

2

Change in R

2

.435

.454

.494

.528

.596

.433

.451

.489

.522

.590

.435

.020

.039

.034

.068

***.Correlation is significant at the 0.001 level.
** . Correlation is significant at the 0.01 level.
*. Correlation is significant at the 0.05 level.
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Table 23: Summary for Hypothesis 4

Learning Outcome
Transactional Organizational Variables
Practices

Supported

Structure

Not Supported

Systems

Supported

Climate

Not Supported
Supported

Motivation
4.3.5 Hypothesis 5

The purpose of the hypothesis was to test the significance and level of influence that
transformational and transactional organizational variables combined have on learning
outcome. The hypothesis was as follows. "Transformational and Transactional variables

collectively and significantly affect the learning outcome."
1) Organizational Variables towards Leaming Outcome

.,_,

-

The hypothesis was that all organizational variables combined; leadership, culture
(organizational culture), mission and strategy, practices (management practices), structure
(organizational structure), systems (supporting systems), climate (work environment/climate),
and motivation (employee motivation) exert significant amount of influence on learning
outcomes.
The predictor in this analysis was organizational variables (Mean= 5.32, SD= 0.779).
All the organizational variables were significantly correlated at 99% confidence level
(p

~

.01) with learning outcome (Mean= 5.34, SD= 0.851) variables as displayed in Table

24.

The average relationship between all organizational variables and learning outcome was
.68 and all organizational variables accounted for 45.7% of variance (Adjusted R2 = 45.6%)
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in learning outcome. The F-test statistics of regression model was 311.85 and was very
highly significant at 99.9% confidence level, F(l,370)=311.85, p
2)

s .000 (see Table 25).

Final Model of Hypothesis 5

The final model for organizational variables with learning outcomes variables explained
45.7% (adjusted-R2 = 45.6%) of the variance in learning outcome. The single highly
significant predictor was organizational variables (/J=.676***). Hence, hypothesis 5 was
fully supported according to the final model (see Table 25).
Table 24: Correlation between Organizational Variables and Leaming Outcome
Learning Outcome

Organizational Variables

.745**

**.Correlation is significant at the 0.01 level (2-tailed).
Table 25: Standardized Coefficients for Organizational Variables in Regression
Learning Outcome

Organizational Variables

.747***

R2

.556

Adjusted R2

.554

Change in R2

r

.556

***.Correlation is significant at the 0.001 level.
** . Correlation is significant at the 0.01 level.
*. Correlation is significant at the 0.05 level.
Table 26: Summary for Hypothesis 5
Learning Outcome

Supported

Organizational Variables
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4.3.6 Hypothesis 6
The purpose of the hypothesis was to test the significance and level of influence that
learning have on organizational performance. The hypothesis was as follows. "The learning

outcome at individual, team and organizational levels collectively and significantly has
positive effect on the perception of organizational performance financially and
knowledge-wise."
1) Leaming Outcome towards Performance
The hypothesis was that learning outcome variables; individual learning, team learning,
and organizational learning, exert significant amount of influence on organizational
performance.
The predictors in this analysis were individual (Mean= 5.46, SD= 0.929), team (Mean
= 5.45, SD= 1.012), and organization (Mean= 5.02, SD= 1.212). All the learning outcome
variables were significantly correlated at 99% confidence level (p s .01) with
organizational performance (Mean= 5.07, SD= 1.035) variables as displayed in Table 27.
The average relationship between all transactional organizational variables and learning
outcome was .68 and all transactional variables accounted for 45.7% of variance (Adjusted
R2 = 45.3%) in transformational variables. The F-test statistics change of final regression
model entered at 3rd step was 14.48 and was very highly significant at 99.9% confidence

level, F(l,368)=14.48, p

s .000 (see Table 28).

2) Final Model of Hypothesis 6
The final model for organizational performance variables with all learning outcomes
variables explained 45.7% (adjusted R2 = 45.3%) of the variance in organizational outcome
with three significant predictors. The significant predictors, listed according to the relative
level of influence were individual (/3=.555***), team (/3=.538***), and organization

115

( /3 =.157***).

Hence, hypothesis 6 was fully supported according to the final model (see

Table 28).
Table 27: Correlation between Leaming Outcome and Performance

Performance
Learning Outcome Variables
Individual

.555**

Team

.652**

Organization

.370**

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

r

Table 28: Standardized Coefficients for Leaming Outcome Variables in Regression
2
3
Performance

1

Learning Outcome Variables

.555**

Individual

.153**

.158**

.538*** .477***

Team

.157***

Organization

Rz

.308

.436

.457

Adjusted R2

.306

.433

.453

.308

.129

.021

Change in R

2

*** . Correlation is significant at the 0.001 level.
**.Correlation is significant at the 0.01 level.
*. Correlation is significant at the 0.05 level.
Table 29: Summary for Hypothesis 6

Performance
Learning Outcome Variables
Individual

Supported

Team

Supported

Organization

Supported
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4.4

Theoretical Model vs. Observed Dataset
The hypothesis of the proposed theoretical model was as follows. "The driving forces

of changes exert influence upon organizational variables which in turn interact among
themselves and influence the learning outcome whereby the organizational performance
is affected."
In the proposed theoretical model, the driving forces of changes, organizational
variables

(transformational,

transactional),

learning

outcomes,

and

organizational

performance were treated as latent constructs that were indirectly measure through 94
measured items. The number of items and the observed variables through which the latent
constructs were represented were displayed in Table 30. The linear structural analysis of the
overall model fit was conducted using Structural Equation Modeling techniques which
allowed the researcher to graphically build a covariance based structural mode and provided
all the fit indices as discussed in section 4.2.2. Two steps were involved in the assessment
process of the relationships and in adjusting the model in order to obtain a better model fit.
4.4.1 Preliminary Analysis (1 51 Step)
The data collected was run through several analysis methods and tests to ensure the
reliability and consistency of the data before structural equation modeling analysis was
carried out. The analysis included principle component analysis to ensure that items in the
constructs belong to the constructs, internal consistency analysis to ascertain that responses to
items in the constructs are reliable, and confirmatory factor analysis to validate the fit of data
against constructs.
1) Principal Component Analysis
Items that belonged to a single construct according to theory were validated through a
PCA extraction to confirm that not more than a single factor with an Eigen value greater than
was extracted from the collection of items. All of the constructs demonstrated no cross
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loadings during these tests, and all factor loadings were at least 0.5, or the per cent of
variance explained was at least 50% (see Table 30).
2) Internal Consistency
The data for items of the same sub-scale were tested for internal consistency to confirm
that the items that measured the same general construct produced similar scores. The
resulting Cronbach's Alpha value for all constructs exceeded 0.8 which indicated good
reliability (see Table 30).
3) Confirmatory Factor Analysis
A confirmatory factor analysis model was designed and tested against the data collected
to confirm that the structure fits the observed data and that the measurement items adequately
represented the constructs for which they were written. The results indicated that all of the
regression weight estimates except for the fixed ones (at 1.000) were statistically highly
significant at the 99.9% confidence level with the standardized regression weights from the

low of 0.38 for organizational learning to the high of 0.92 for team learning, indicating that
all measured variables were reliable indicators for which they were written to represent. The
amount of variances accounted for measured variables by their latent constructs resulted in
the range of .144 - .853 (see Table 31).

NCE 196Ci

Even though all of the items may have been statistically very highly significant at the
.001 level some of them may not have represented the construct well, especially for
organizational learning at the estimated regression weight of .380 and squared multiple
correlations of .144 with the residual error of 86%.
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Table 30: Eigen Value, PCA and Cronbach's Alpha for all Constructs

Factor (number of observed items)

Eigen
Value

Variance (%)

Cronbach's
Alpha

Environmental-level forces (5 items)

2.834

56.686

0.807

Industry-level forces (5 items)

3.178

63.560

0.854

Organizational-level forces (4 items)

2.770

69.249

0.851

Leadership (5 items)

3.922

78.434

0.931

Culture (7 items)

4.544

64.907

0.907

Mission & Strategy (8 items)

4.313

53.916

0.876

Driving Forces

Transformational Variables

S/"f

Transactional Variables
Management Practices (10 items)

7.004

70.040

0.952

Org. Structure (6 items)

4.256

70.773

0.917

Systems (7 items)

4.997

71.382

0.933

Climate (10 items)

6.716

67.160

0.945

Motivation (5 items)

4.138

82.766

0.948

Individual Leaming (3 items)

2.435

81.152

0.883

Team Leaming (6 items)

4.636

77.262

0.939

Organizational Leaming (3 items)

2.355

78.503

0.863

Learning Organization

6'1

'6\~

Organizational Performance
Finance (3 items)

2.414

80.458

0.875

Knowledge (7 items)

5.281

75.448

0.945
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Table 31: Standardized Regression Weights (f3) and Squared Multiple Correlations (R2)
Construct

Measured Variable

Standardized Squared
Regression
Multiple
Weights
Correlations

Environmental-level Forces Political

Industry-level Forces

0.740

0.547

Economical

0.809

0.655

Social

0.673

0.452

Technological

0.591

0.349

Legal

0.569

0.324

New Entrants

0.735

0.541

Substitute Products

0.678

0.459

Supplier's Bargaining Power

0.661

0.437

Buyer's Bargaining Power

0.781

0.610

Intensity of Rivalry

0.821

0.674

0.804

0.646

Finance

0.714

0.510

Process

0.773

0.598

Leaming

0.782

0.612

Leadership

0.747

0.558

Culture

0.680

0.463

0.789

0.623

0.885

0.782

Structure

0.853

0.728

Systems

0.826

0.682

Climate

0.867

0.752

Motivation

0.790

0.624

Individual

0.806

0.650

Team

0.923

0.853

Organizational

0.380

0.144

Finance

0.852

0.726

Knowledge

0.871

0.759

Organizational-level Forces Customer

Transformational Variables

Mission & Strategy
Transactional Variables

Leaming Outcomes

Performance

Practices

6'1

ol.

1i11~'6\$~
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4.4.2 Structural Equation Model Analysis (2nd Step)
After the data had been analyzed in the first step for reliability and validity, the full
model was tested next. The underlying assumption in model testing was that proposed
theoretical model was not the best fit model but rather the best model based on literature and
past empirical studies and the structural relationships in the model were only tentative. The fit
of the model to the data had to be evaluated accordingly to the results of the analysis and
modify the proposed model to better fit the dataset statistically and plausible explanation
could be provided while taking into account the collection and bias related errors. Joreskog
(1993, as cited by Ho, 2006) proposed considering three classes of information when
evaluating a model's goodness-of-fit namely squared multiple correlations, overall fit of the
model, and examining residuals and modification indices (if any) to modify the model
improve the fit.
1) Factor Loadings (Regression Weights)

-

~

First step in the result interpretation was to observe the factor loadings for each latent
construct in the model. The factor loadings provide each item's contribution towards their
latent constructs. The factor loadings (Standardized Regression Weights) and their statistical
significance (Critical Ratio) for the final refined model were provided in Table 32. The
maximum standardized regression weight possible was 1.0 (the fixed regression weights for
selective observed variables). All the observed items (except leadership, culture, mission

and strategy) provided a positive and relatively high regression weight and were highly
significantly at 99.9% confidence level (C.R 2: ±1.96, p < .001) which indicated that relation
to their respective constructs (except for fixed parameter) in the final model.
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Table 32: Standardized Regression

Construct

Weights(~)

and Critical Ratio (C.R.)

Standardized
Regression
Weights

Critical
Ratio

0.743

10.294***

Economical

0.808

10.744***

Social

0.672

9.679***

Technological

0.584

8.805***

Legal

1.000

New Entrants

0.731

15.053***

Substitute Products

0.676

13.656***

Supplier's Bargaining Power

0.662

13.320***

Buyer's Bargaining Power

0.787

16.523***

Intensity of Rivalry

1.000

Measured Variable

Environmental-level Forces Political

Industry-level Forces

Organizational-level Forces Customer

Transactional Variables

1.000

Finance

0.708

14.045***

Process

0.771

15.537***

Leaming

0.785

15.863***

Practices

1.000

Structure

0.830

24.801 ***

0.822

20.419***

0.852

21.793***

0.770

18.275***

Individual

0.721

6.675***

Team

0.818

7.114***

Organizational

1.000

Finance

1.000

Knowledge

0.875

Systems
NCE 196Ci

Climate
Motivation
Leaming Outcomes

Performance

ol.

1i11~'6\$~

***. Correlation is significant at the 0.001 level.
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18.984***

2)

Squared Multiple Correlations

Second step in the result interpretation was to examine for any unjustified values or any
other irregularities that may not be according to the researcher's expectation in the squared
multiple correlations as they are the indices of the level of variance in each observed item
accounted for by-its latent construct, and therefore, is the strength of the linear relationship
between item and construct. A small value indicates a weak relationship possibly stating that
the power of explanation a latent construct accounted for by the variance in its observed
items is low and the fit of the model is not good. The square multiple correlation indices for
the final refined model were provided in Table 33. The amount of variance accounted for by
the variance in their respective observed items were 54.1 % and57.8% for environment-level,
and organization-level driving forces of change respectively by industry-level forces, 68.3%
for transactional variables by combination of leadership, culture, mission and strategy
indicators, 92.5% for learning outcome by transactional organizational variables and 76.3%
for organizational performance by learning outcome (see Table 33).
Table 33: Square Multiple Correlations of Latent Constructs

Construct

Squared
Multiple
Correlations

Environment-level Forces

0.541

Organization-level Forces

0.578

Transactional Organizational Variables

0.683

Learning Outcome

0.925

Organizational Performance

0.763
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3)

Structural Relationships

Third step in the result interpretation was to examine standardized regression weights
and statistical significance structural relationships in the model and to evaluate if the results
conformed to the proposed theoretical model (see Table 34). The results indicated positive
and highly significant relationships influence from industry-level forces upon environmentallevel and organizational-level forces at

(p =

(p =

0.698, p < .001) and

0.760, p < .001)

respectively. Environment-level forces exerted positive and highly significant influence upon
leadership

(p

=

0.242, p < .001), mission and strategy

(p

=

0.205, p < .01) with

organizational-level forces were also exerting positive and highly significant influence upon
leadership

(p

= 0.453, p < .001), culture (p = 0.707, p < .001), mission and strategy

0.438, p < .001). The collective influence from leadership
0.087, p < .05), mission and strategy

(p =

(p =

0.286, p < .001), culture

(p

=

(p =

0.574, p < .001) was also positive and significant

upon transactional organizational variables. The influence from transactional variables upon
learning outcome was positive, very high and also highly significant

(p = 0.962,

p < .001).

Finally, the organizational performance influenced by learning outcome was also highly
positive and significant

(p = 0.873, p < .001).

124

Table 34: Structural Relationships Coefficients
Squared
Multiple
Correlations

Construct

Industry-level+ Environment-level

0.698***

Industry-l~vel

0.760***

+ Organization-level

Environment-level + Leadership

0.242***

Environment-level + Mission & Strategy

0.205**

Organization-level+ Leadership

0.453***

Organization-level+ Culture

0.707***

Organization-level +Mission & Strategy

0.438***

Leadership + Transactional

0.286***

Culture + Transactional

0.087*

Mission & Strategy + Transactional

0.574***

Transactional + Leaming Outcome

0.962***

Leaming Outcome + Organizational Performance

0.873***

***.Correlation is significant at the 0.001 level.
4)

Model Fit Indices

The final step was to determine absolute and incremental fit indices and following
indices, namely the chi-square statistics (x2, CMIN, CMIN/DF), the goodness-of-fit index
(GFI) and the root mean square error approximation (RMSEA) were observed during the
analysis to evaluate the fit of the data to the model. The relative chi-squre (CMIN/DF) value
was 3.3 and P was significant at .000. This value indicate a poor fit due to the significant
difference (demonstrated by .000 significance), but the large sample size of 372 may have
caused this significance difference as explained above. As such, the other goodness-of-fit
indices were observed as the complement to the chi-square statistics. The GFI reached .831,
indicating that more than 80% of variances and covariances could be explained by the
theorized model. The RMSEA of the refined model was .079, which was in the acceptable
range of 0.4 - 0.8.
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The following incremental fit measures Tucker-Lewis Index (TLI), Normed Fit Index
(NFI), Relative Fit Index (RFI), Incremental Fit Index (IFI), and Comparative Fit Index (CFI)
were examined next. According to baseline comparisons, the final refined structural equation
model exhibited a minimum improvement of 84% (RFI) and a maximum improvement of
90% (CFI) in fit over the null model (where it was assumed that no correlation existed among
the variables and that they were all independent), with the rest of the indices at 88% TLI,
86% NFI, 90% IFI; an average of an 87% improvement over the baseline model (see Table
35). The overall fit of the final model (see Figure 9) was in the acceptable range with all
expected structural relationships positively and significantly dependent and the latent
constructs were adequately explained without a high amount of residual.
Table 35: Model Fit Indices
Measurement

Abbreviation

Value

Chi-square (p-value)

CMIN, p-value

1006.382
(p=.000)

Chi-square/df
Root Mean Square Error
of Approximation

,A
Comment

Poor fit but since N=372
(> 200) it is expected

CMIN/DF

3.3

RMS EA

0.079

Adequate fit

Same as above

Goodness-of-fit

GFI

N

0.831

Acceptable fit

Normed Fit Index

NFI

'V/fJ1

0.857

Acceptable fit

Tucker-Lewis Fit Index

TLI

0.880

Acceptable fit

Comparative Fit Index

CFI

0.895

Acceptable fit

Relative Fit Index

RFI

0.836

Acceptable fit

Incremental Fit Index

IFI

0.896

Acceptable fit

Adjusted GFI

AGFI

0.791

Higher than 0.5 (Acceptable)

Parsimonious GFI

PGFI

0.671

Higher than 0.5 (Acceptable)

Parsimonious CFI

PCFI

0.778

Higher than 0.5 (Acceptable)

Parsimonious NFI

PNFI

0.745

Higher than 0.5 (Acceptable)
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Figure 9: Refined Structural Equation Model (Best Fit Model)
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5 CONCLUSIONS AND RECOMMENDATIONS
In this chapter, a brief overview of the research including the framework and theories it
was based upon, the sample population and size, and the analysis techniques are first
provided followed by the interpretation of results and findings on each regression model and
the structural equation model from the analysis of the collected dataset and comparisons
against published theories and past results. The collective interpretations and conclusion of
the findings are presented in the conclusions and the future research topics could be found
under recommendations.
5.1

Overview of the Research
The intention of the research was to find out the external and internal forces that may

have driven the organizations to bring about changes in the direction of building an
environment conducive to learning at individual, team, and organizational level, promoting a
learning culture among its members, and finally developing into a learning organization. It
was further expanded to find out the organizational variables that may play a role in building
the environment and promoting such a culture, the interaction among the variables
themselves, and possible influence (if any) on the learning outcome. The final step of the
research was to measure the impact of such a development in terms of finance and
knowledge.
The survey instrument was designed based on the following analysis, theories and tools.
The macro-environment factors analysis (Sarkar, 2010), Porter's five forces analysis (Porter,
1985), and balanced scorecard (Kaplan & Norton, 1992) ideas were used in the research
framework as external and internal driving forces of change. The organizational variables that
may play a crucial role in organizational changes and performance were represented by
Burke and Litwin's causal model of organizational performance and change (Burke &
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Litwin, 1992). The measurement of learning outcome and learning organization were based
on "Assessing Strategic Leverage for the Learning Organization" or ASLLO (Gephart et al.,
1996), Leaming Organization Survey (Garvin et al, 2008), and actual organizational
performance ideas were based on Watkins and Marsick's "Dimensions of Learning

Organization Questionnaire" or DLOQ (Watkins & Marsick, 1997). The survey instrument
was validated by subject experts, academics and experienced researchers for congruence
towards the research objectives prior to the actual data collection with two pilot tests in
between the validation carried out to check for any misunderstandings or consistency issues
before actual collection.
The sample population was drawn from the small and medium sized Thai software
firms, members of Association of Thai Software Industry (ATSI) and a total of 372
respondents from 52 organizations responded. The dataset collected was checked for
consistency, reliability before running through several multiple regression models using
hierarchical method responding to the hypotheses set for the research. This was followed by
testing for the structural dependence relationships using a structural equation model that was
designed based on the research framework and hypotheses, and results and findings were
reported in the previous chapter. The following sections would interpret the meaning of the
results of each multiple regression model.
5.2

Discussion on the Hierarchical Models

5.2.1 Influence of Driving Forces of Change on Organizational Variables
All the driving forces of change were highly correlated to organizational variables at
99% confidence level (see Table 11). However, when the predictors i.e. environmental,
industry, and organizational-level forces were loaded in sequence into the hierarchical model,
there were some intermediate models where some predictors caused the model to be
insignificant, but when all the predictors were loaded, the final model was significant
129

although some predictors were insignificant predictors for the organizational variables. There
also was one situation where the final model itself was insignificant.
Hypothesis 1 was fully supported for the part of positive influence of all the driving
forces of change on transformational variables as all the final models for driving forces were
significant and variance was explained at 31.9% (adjusted R2
level, 37.9% (adjusted R2

=

=

31.0%) for environmental-

37.1 %) for industry-level, and 46.0% (adjusted R 2

=

45.4%) for

organizational-level (see Table 13). However, social factor under environment-level forces
became insignificant when technology factor was loaded; substitute products factor became
insignificant when bargaining power of suppliers factor was loaded and the bargaining power
of suppliers factor itself became insignificant when intensity of rivalry factor was loaded.
In contrast, Hypothesis 1 was not fully supported for the part of positive influence of all
the driving forces of change on transactional variables as industry-level forces were not
deemed to be significant predictors. The respondents deemed industry-level forces such as
substitute products, bargaining power of suppliers and buyers, and intensity of rivalry as not
having any significant effect on transactional variables, except for the new entrants into the
market. Only the final models for environment-level forces with variance explained at 18.2%
(adjusted R2

=

17.1%), and organizational-level forces with variance explained at 18.6%

(adjusted R2 = 17.6%) were significant predictors (see Table 13). Compared to the level of
variance explained for the transformational variables, the level of influence was a lot lower.
Political factor under environment-level forces became insignificant with the introduction of
economic factor whereas social and technology factors never were significant and deemed as
not having any positive influence upon transactional variables. In addition, the customer
factor under organizational forces became insignificant when finance factor was loaded and
process factor became insignificant when learning factor was loaded. All these findings are
displayed in Table 36.

130

Table 36: Summary Findings for Driving Forces Predictors on Organizational Variables
Predictors
Transformational

Model Summary

Transformational

Transformational

Supported

***

Supported and
Significant
Predictor

***

Supported

*

Environmental-level Forces
1) Political

2) Economical

3) Social

4) Technological

5) Legal

Transformational

0

Loaded

Supported and
Significant
Predictor
Supported and
Significant
Predictor
Supported and
Significant
Predictor
Supported and
Significant
Predictor
Supported and
Significant
Predictor

Supported

***

~

Supported and
Significant
Predictor

***

***

All

Supported and
Significant
Predictor

Supported and
Significant
Predictor

***

I only

Industry-level Forces
I) New Entrants

Predictors
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el

***

***

I only

***

I and 2

r-

~

*

1,2, and 3

I, 2, 3, and 4

2) Substitute Products

Supported

Not Supported

3) Bargaining Power of Suppliers

Supported

Not Supported

4) Bargaining Power of Buyers

5) Intensity of Rivalry

Supported and
Significant
Predictor
Supported and
Significant
Predictor

***

I and 2

l .. y

Not Supported

***

Not Supported

***

0

2) Finance

3) Process

4) Leaming

Supported and
Significant
Predictor
Supported and
Significant
Predictor
Supported and
Significant
Predictor
Supported and
Significant
Predictor

1,2, and 3

*

I, 2, 3, and 4

All

~

Organizational-level Fore es
I) Customer

*

Supported

***

***

I only

Supported and
Significant
Predictor

***

***

I and 2

Supported

***

*

1,2, and 3

**

All

Supported and
Significant
Predictor
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***

~

*

These findings also agreed with the structural dependence relationships in the final
refined structural equation model (see Figure 9) where findings indicated the positive
influence of industry-level forces upon transactional forces were mediated by environmentallevel and organizational-level forces, and transformational variables. The findings were also
in-line with the theories of Burke and Litwin's causal model of organizational performance
and change (see Figure 6) where external forces may directly influence transactional
variables

and

influence

on

transactional

variables

would

be

indirectly

through

transformational variables. The level of influence exerted by the driving forces of change
upon the transformational variables also was higher compared to the transactional variables.
The findings could be further explained by the fundamentals of business as follows. The
changes in the political situation, the status of economy, norms and values of the society, the
technology trend, and the country's legal sector which are all related to macro environment
would somehow influence an organization to adapt. However, the new entrants to an
industry, substitute products, bargaining power of suppliers and buyers, and intensity of
rivalry are more aligned to micro environment specific to an organization's survival and its
ability to serve the market and make a profit. The respondents, being the member of small
and medium sized organizations, may have formed the perception that the effects of micro
environment were not influential as the products and market share of the organization do not
involve a significant part of the industry and changes in the industry in turn would have very
little effect on the organization. Organizational-level forces, of course, are deemed directly
responsible for changes in the organization.
In conclusion, the driving forces of change positively and directly influence
transformational variables but the positive influence upon transactional variables was indirect
and mediated by transformational variables as the causal model had suggested.
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5.2.2 Influence of Transformational Variables on Leaming Outcome
All the transformation variables were highly correlated to learning outcome variables at
99% confidence level (see Table 15). The intermediate and final models were also significant
when the predictors i.e. organizational leadership, culture, and organization's mission and
strategy were loaded in sequence into the hierarchical model. However, the observed variable
leadership was an insignificant predictor for the learning outcome in the final model. As such,
Hypothesis 2 was fully supported as transformational variables do exert positive influence on
learning outcome as the final model was significant and explained 40.5% (adjusted R2

=

40.0%) of variance in learning outcome (see Table 16). All these findings are displayed in
Table 37.
Table 37: Summary Findings for Transformational Variables on Leaming Outcome

Coefficient of
Predictor

Model
Summary

Predictor
Loading

Supported

***

1 only

***

1and2

***

All

Transformational Variables

1) Leadership

Supported and
2) Organizational Culture

3) Mission and Strategy

Significant Predictor
Supported and
Significant Predictor

~

In contrast to the hierarchical model, the structural dependence relationships in the final
refined structural equation model (see Figure 9) indicated no such influence upon learning
outcome from transformational variables. The findings could be further explained by the
fundamentals of business as follows. The organizational leadership, culture, and mission and
strategy may be necessary ingredients for an organizational change but they may not directly
cause positive learning outcome as it could not be forced upon by the leadership on the
workforce with an order with changes made to organizational mission or strategy to achieve
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those missions or promotion and encouragement of changes in organizational culture. These
actions would rather support and build foundations for the organization to carry out day-today transactional activities, which were in-line with the strategy and with capable leadership
in tandem; the positive changes would then be realized.
In conclusion, the hypothesis that transformational variables positively influence
learning outcome may be supported if the context of analysis is only limited to this single
relationship, but in the greater scheme of things it would be rejected as the positive influence
was mediated by transactional variable as the structural model had indicated.
5.2.3 Influence of Transformational Variables on Transactional Variables
All the transformation variables were highly correlated to transactional variables at 99%
confidence level (see Table 18Table 15). The intermediate and final models were also
significant when the predictors i.e. organizational leadership, culture, and organization's
mission and strategy were loaded in sequence into the hierarchical model. However, the
observed variable organizational culture was an insignificant predictor for the transactional
variables in the final model. As such, Hypothesis 3 was fully supported as transformational
variables do exert positive influence on transactional variables as the final model was
significant and explained 63.3% (adjusted R2 = 63.0%) of variance in transactional variables
(see Table 19). All these findings are displayed in Table 39.
The structural dependence relationships in the final refined structural equation model
(see Figure 9) also indicated positive influence upon transactional variables from
transformational variables, though the influence of organizational culture was quite low
which was also in-line with the organizational culture not being a significant predictor in the
hierarchical model. The respondents deemed the change in organizational culture to be
insignificant, or not as significant as the change in organizational leadership and/or
organizational mission and strategy. The reason behind could be that the respondents
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surveyed as sample population belonged to small and medium sized organizations with a
small workforce with not too diverse an organizational culture which would highly influence
day to day transactional activities. Furthermore, these results also agreed with Burke and
Litwin's causal model of organizational performance and change (see Figure 6) where
external forces afe theorized to have influence upon leadership, culture, and mission and
strategy where these constructs, in turn, influence the transactional variables. In conclusion,
the hypothesis that transformational variables positively influence transactional variables was
fully supported by both the hierarchical model and structural equation model.
Table 38: Summary Findings for Transformational on Transactional Variables
Transactional

Model

Variables

Summary

Predictors

,A

Loaded

Transformational Variables

~

Supported and
Significant

1) Leadership

***

1 only

***

1and2

Predictor
Supported

2) Organizational Culture

Supported and
3) Mission and Strategy

~

Significant
Predictor

***

*

All

5.2.4 Influence of Transactional Variables on Learning Outcome
All the transactional variables were highly correlated to learning outcome variables at
99% confidence level (see Table 21). The intermediate and final models were also significant
when the predictors i.e. management practices, organizational structure, supporting systems,
climate, and employees' motivation were loaded in sequence into the hierarchical model.
However, the observed variables structure and climate were insignificant predictors for the
learning outcome. As such, Hypothesis 4 was fully supported as transactional variables do
exert positive influence on learning outcome as the final model was significant and explained
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59.6% (adjusted R 2 = 59.0%) of variance in learning outcome (see Table 22). All these
findings are displayed in Table 39.
Table 39: Summary Findings for Transformational Variables on Leaming Outcome

Coefficient of
Predictor

Final Model

Predictor
Loading

***

1 only

***

1and2

Transactional Variables
Supported and
1) Management Practices

Significant
Predictor

2) Organizational Structure

Supported

/"f

~
Supported and
3) Supporting Systems

,A
***

Significant
Predictor

:::>
4) Climate

5) Motivation

C/)

***

Supported

ti

-

l,2,and3

1,2,3,and4

C)

* ,,,'"J
('4

Supported and

***

Significant
Predictor

All

~

The structural dependence relationships in the final refined structural equation model
(see Figure 9) also indicated very high positive influence upon learning outcome from
transactional variables, 20% more so than transformational variables. As explained earlier in
section 5.2.2, the workforce believed that the day-to-day transactional activities carried out
in-line with the missions laid down by the management and strategies laid out to achieve
positive learning outcomes with the supporting organizational culture and capable leadership
would bring about positive changes. These results also agreed with Burke and Litwin's causal
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model of organizational performance and change (see Figure 6) where any outcome of
organizational performance i.e. learning outcome would be mediated by transactional
variables. In conclusion, the hypothesis that transactional variables positively influence
learning outcome. was fully supported by both the hierarchical model and structural equation
model.
5.2.5 Influence of Organizational Variables on Leaming Outcome
All the organizational variables were highly correlated to learning outcome at 99%
confidence level (see Table 24). The final model was significant when the single predictor i.e.
organizational variables, was loaded into the hierarchical model and the predictor also was a
significant predictor for learning outcome. As such, Hypothesis 5 was fully supported as
organizational variables do exert positive influence on learning outcome as the final model
was significant and explained 55.6% (adjusted R 2 = 55.4%) of variance in learning outcome
(see Table 25). All these findings are displayed in Table 40.

-

The structural dependence relationships in the final refined structural equation model
(see Figure 9) also indicated very high positive influence upon learning outcome from
transactional variables at unprecedented 96% of variance in learning outcome explained. This
indicated that the workforce truly believed that the day-to-day transactional activities carried
out in-line with the missions laid down by the management and strategies laid out to achieve
positive learning outcomes with the supporting organizational culture and capable leadership
would bring about positive changes to learning outcomes. These results also agreed with
Burke and Litwin's causal model of organizational performance and change (see Figure 6)
where interaction among the organizational variables influenced by external forces would
exert positive influence upon outcome of organizational performance i.e. learning outcome.
In conclusion, the hypothesis that organizational variables positively influence learning
outcome was fully supported by both the hierarchical model and structural equation model.
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Table 40: Summary Findings for Organizational Variables on Leaming Outcome
Coefficient of
Predictor

Supported and
1) Organizational Variables

Significant Predictor

Final Model

Predictor
Loading

***

1 only

5.2.6 Influence of Leaming Outcome on Organizational Performance
All the learning outcome variables were highly correlated to organizational
performance at 99% confidence level (see Table 27). The intermediate and final models were
also significant when the predictors i.e. individual, team, and organizational learning were
loaded in sequence into the hierarchical model and all the predictors also were significant
predictors for organizational performance. As such, Hypothesis 6 was fully supported as
learning outcome variables do exert positive influence on organizational performance as the
final model was significant and explained 45.7% (adjusted R 2

=

45.3%) of variance m

organizational performance (see Table 28). All these findings are displayed in Table 41.
The structural dependence relationships in the final refined structural equation model
(see Figure 9) also indicated very high positive influence upon organizational performance
from learning outcome at very high level of variance in organizational performance explained
at 87%. This indicated that very high majority of the workforce truly believed that positive
learning outcomes at individual, team and organizational level would bring about positive
changes in organizational performance both in finance and knowledge factors. The findings
also supported literature of learning organization by many authors who suggested that that
taking on board the practices suggested by the learning organization approach should
improve organizational performance (Senge, 1992; Kline & Saunders, 1993; Kuchinke, 1995;
Slater & Narver, 1995). Many of these claims, however, were supported by very few
empirical studies, but the measurement of organizational performance in terms of finance and
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knowledge in this research has proven these suggestions to be true. In conclusion, the
hypothesis that learning outcome positively influence organizational performance was fully
supported by both the hierarchical model and structural equation model.
Table 41: Summary Findings for Leaming Outcome on Organizational Performance
Coefficient of

Model

Predictor

Predictor

Summary

Loading

***

1 only

***

1and2

***

All

Supported and
1) Individual Leaming

Significant
Predictor
Supported and

2) Team Leaming

Significant

.,.

Predictor
Supported and
3) Organizational Leaming

Significant
Predictor

5.2.7 Summary of the Regression Models
From six sets of predictors loaded into six respective hierarchical regression models,
there were two full sets and four partial sets of predictors which were significant that
contributed to explaining the variance in the dependent variable; namely organizational
variables and learning outcome. However, when the organizational variables were separated
into transformational and transactional categories, their predictive powers became less
certain and some individual variables in the categories were not able to significantly predict
the dependent variable. Leadership could not significantly explain the variance in learning
outcome, organizational culture could not significantly predict the transactional variables,
and organizational structure and work climate together could not explain the variance in
learning outcome. The results of the regression analyses may have failed to support some of
the relationships in the hypotheses of the research as suggested by the literature but this does not
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mean a rejection of the theory proposed. It could just be any of the following reasons ranging
from the sample population of the survey did not support the perception of the sample
population the theory was based upon, the difference in the industrial practices, difference of
culture and climate in the east and the west and so on. As such, further testing of hypotheses in
different industries with different cultural backgrounds which are in more advance stages of
building learning organizations may just fully support the models and the predictors
accordingly to the theories they were based upon.
Furthermore, additional analysis was carried out with responses separated for the
management, supervisory, and operational respondents to check for difference of opinions. The
management and operational level respondents deemed the environment-level driving forces to
have significant effects towards transformational and transactional organizational variables with
politics, environment, technology, and legal factors as significant predictors. Both groups do not
consider social trend to be a significant predictor. It was also true for the industry-level driving
forces. The management and operational level respondents thought the environment-level
driving forces to have significant effects towards transformational and transactional
organizational variables with bargaining power of buyers to a significant predictor. However, all
three groups of respondents agreed that organizational-level driving forces exert significant
effect on transformational variables with learning the most significant predictor. In addition, all
three groups again agreed that transformational variables have significant effect on transactional
variables. Moreover, every group also gave the opinion that both transformational and
transactional variables brought significant effect on learning outcome and learning outcome
influenced the organizational performance both financially and knowledge-wise.
In summary, all groups of respondent agreed that learning was a key predictor and changes

to organizational variables with perspective to learning would bring about positive learning
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outcomes and finally resulting in positive organizational performance both financially and
knowledge-wise as the research model has theorized.
5.2.8 Summary of the Predictors
The fundamental underlying purpose of the research was to find out the driving forces
of change behind the organizational changes that may have pushed the organizations to
develop organizations into learning organizations. Furthermore, it was to determine the
organizational variables that are important in building a learning organization and bring about
positive learning outcome. Finally, the learning outcome at different levels is to be evaluated
for positive organizational performance. As such, those three sets of variables, namely,
driving forces of change, organizational variables, and learning outcome were either
separately or as a group, treated as predictors.
The results suggested that for the small and medium sized Thai software companies, the
external macro-environment and internal organizational driving forces would exert positive
influence and the influence of external micro-environment would be more indirect. However,
it is important to take note that these sample population only represent small and medium
sized organizations and with the inclusion of bigger sized organizations these results could be
different. Furthermore, the predictive power of organizational variables on learning outcome
was quite high, but separately, the transformational variables became insignificant which was
as the theory suggested. It is also worth noting that the predictive power of transactional
variables over learning outcome alone was very high in itself. In addition, the learning
outcome could positively predict the organizational performance to a very high level.
The results suggested that the conceptual framework the research was based upon was
at least acceptable for the Thai software industry where the predictors would significantly
explain the variance in each dependent variable in the model. However, as the time change
the driving forces could also change with it. Furthermore, the forces for each industry may be
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different or may be the same, but the predictive power could be different. As such, it would
be prudent to further identify the driving forces of change in relation to the situation and
industry.

5.3

Discussio~s

on Structural Dependence Relationships

In the structural equation model, there were three latent constructs of driving forces of
change namely ENVIRONMENT, INDUSTRY, and ORGANIZATION identified by 14
observed variables which were politics, economic, social, tech, legal, new entrants, substitute
products, supplier bargaining power, buyer bargaining power, intensity of rivalry, customer,
finance, process, and learning. There were three observed variables representing
transformational variables leadership, culture, and mission. Transactional latent construct
named TRASACTION was identified by five observer variables namely practices, structure,
systems, climate, and motivation. Three observed variables individual, team, and
organization learning identified learning outcome construct named LEARNING. The
performance latent construct named PERFORM was identified by finance and knowledge
observed variables. In summary there were 6 latent constructs identified by 24 observed
variables and 3 independent observed variables. All the observed variables significantly
contributed to their respective latent constructs in the final model (see Figure 10).
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Figure I 0: Final Structural Equation Model
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In the final model, the inter-correlation among the driving forces of change and the
transformational variables was strong with correlation coefficient in the 0.6 - 0.7 range, but it
was weaker with the transactional variables (see Table 11), though it was still statistically
significant indicating a stronger influence on transformational changes. The standardized
regression weights also confirmed this finding, where there were no significant dependence
between driving forces of change and transactional variables. The organizational variables,
both transactional and transformational, were strongly inter-correlated as theorized with the
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correlation coefficient at 0.9. There also was a statistically significant effect on transactional
variables from transformational variables as theory suggested though it was a weak influence
for organizational culture. There were strong inter-correlations between both the
transformational and transactional variables with the learning outcomes and organizational
performance as also confirmed by hierarchical regression models (see Table 37, Table 39).
However, the structural model revealed that only the regression weights from the
transactional variables to learning outcomes and learning outcomes to performance were
statistically highly significant. This finding also was according to the conceptual framework.
In conclusion, there was no significant influence or effects on the learning outcome or
organizational performance of an organization exerted by the driving forces of change
(environmental-level, industry-level, and organizational-level). Nevertheless, there were
indirect effects recorded where organizational variables (transformational and transactional)
were acting as mediators towards learning outcome. The highest level of effect was exercised
by organizational-level forces followed by environmental-level forces on transformational
variables, which in tum exerted a positive effect on the transactional variables. Furthermore,
the results indicated that the higher the efficiency and effectiveness of the day-to-day
organizational transactions, the higher was the possibility of individual, team and
organizational learning occurring in the organization. Finally, the higher the level of learning
took place, the higher the level of organizational performance there would be in terms of
finance and knowledge. The explanatory (predicted) power of the model was reasonably
good (the residual was 24%) in that five predicted variables accounted for 76% of the
variance in determining the organizational performance.
The above findings empirically proved the hypothesis by the researcher as follows. The
respondents deemed that all driving forces of change in the research model truly influenced
the organizations to take action to change by creating an environment inducive to learning,
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promoting a learning culture to remain competitive. The actions taken to meet these goals
could be defined as transformational for the organization; transforming the organization in a
holistic manner under a total change strategy, and transactional for the organization;
promoting day to day interactions within the organizations conducive for learning. The
results had also-empirically proved the theoretical model of Burke and Litwin's "A Causal
Model of Organizational Performance and Change" (1992), where the existence of
relationships between external environment and organizational variables (the constructs of
transformational and transactional variables) and organizational performance was confirmed.
The research model, however, had specified a further point to Burke and Litwin's model that
changes in the organizational variables driven by internal and external driving forces must be
aimed at improving the learning outcome at the individual, team and organizational levels to
have a positive effect on organizational performance, financially and in terms of knowledge.

5.4

-

Conclusions and Recommendations

The findings of the research has pointed out through empirical study, the driving forces
that are more influential than others and that would directly influence an organization's way
of thinking as regards to the business and its strategies. With this knowledge, practices can be
appropriately modified towards building a learning organization. At the same time, the
driving forces that are insignificant and that can be disregarded were also pinpointed. The
results also listed the perceptions of the respondents on the role and level of influence that
organizational variables exert on the learning outcomes and the performance of organizations
in terms of finance and knowledge. In this way, the organization will be equipped with the
knowledge to lay down short-term and long-term plans for changes to the most influential
organizational variables first and foremost, and to the not so prominent ones in the later
stages. The results should be of value to small and medium sized software development firms
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and will provide understanding of effects of environmental forces and effects of
organizational variables on the perceived levels of organizational performance improvement.
Although this study provided credible evidence of reliability and validity for the
conceptual framework and its corresponding survey instrument, several issues should be
noted. First, the- sampling technique used for instrument development and validation was
based on convenience and cooperation. Further validation with a more diverse base of Thai
software organizations would strengthen the validity of the instruments and their findings.
Second, the number of respondents for each organization in some cases was few and may not
have represented the overall position of the organization's collective opinion. Cooperation of
a certain number of respondents would be necessary to further extend the reliability of the
results. Eventually, it would be interesting to further extend the validation of this instrument
to other industries in order to determine if the learning organizations indeed have an influence
over organizational performance, financially and in terms of knowledge.
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APPENDIX A
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ITEM-OBJECTIVE

CONGRUENCE INDEX
Q..

.,_,

~

TES:J: RESULTS
'V/fJ1

Part 1: Driving Forces of Change

This construct represented forces external and internal to an organization such as macroeconomic environments, practices and prospects in the industry, and the organization's
performance, strength and weaknesses that may drive an organization to change.
-

Score
Number

Question

IOC

0

1

2

8

0.8

1

9

0.9

2

8

0.8

~

10

1.0

1

9

0.9

2

8

0.8

2

8

0.8

5

5

0.5

-1

1. Environmental-level Driving Forces of Change
1.1

Political; eg. stable government, industry-friendly
social policies, trade regulations, tax policies

"];..,

1.2 Economic; eg. credit accessibility, unemployment
rates, interest rates, inflation
1.3

,,

Social; eg. education levels, changes in lifestyles,
population demographics

1.4 Technological; eg. new innovations and discoveries,
c:.::;..

pace of technological innovations and pace of
obsolescence

1.5

Legal;

eg.

employment

regulations,

competitive

regulations, health and safety regulations, product

GI

regulations

2. Industry-level Driving Forces of Change

2.1

New Entrants; compelling of the company to initiate
change in entry level requirements

2.2 Substitute Products; heightening of performance
/price features of product and services

2.3 Bargaining Power of Suppliers; consideration of
changes to reduce risk due to weak buyer position
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2.4

Bargaining Power of Buyers; diversification of
customer base, improvement of separate aspects and

3

7

0.7

2

8

0.8

2

8

0.8

2

8

0.8

10

1.0

10

1.0

price reducing cost cutting
2.5

Intensity of Rivalry; creation of changes in delivery,
promotion, distribution, pricing and products in
response to competitive rival's position

3. Organizational-level Driving Forces of Change
3.1

Customer Perspectives; involvement of influence of
customer satisfaction, referrals, repeats, value
propositions, demographic, market accessibility and

~

share
3.2

c

1 .....

Financial Perspectives; major concerns on
shareholders' investment returns, asset returns, profits

i=:: )

, stock prices etc.
3.3

Process Perspectives; assessment of all related steps

~

of the process, i.e. downtime, work in process,

maintenance expenses, risk and mitigation measures
3.4

Leaming Perspectives; changes relating to new

c::>

11

backlog, defect rates cycle times, operation and

~

::

1,;

products, new patents, employees' suggestions, their
revenue and promotion certification, development
plans etc.
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Part 2: Transformational Organizational Variables
This construct represented organizational leadership, culture, mission and strategy which are
organizational variables influencing or influenced by fundamental changes in an
organization.
Score
Number

Question

IOC

0

-1

1

4. Leadership

4.1

Management helps employees understand how they

9

0.9

10

1.0

2

8

0.8

2

8

0.8

2

8

0.8

10

1.0

10

1.0

5

5

0.5

5

5

0.5

l
can help the organization to achieve its goals

"];..,

4.2 Management always spends time learning how to do
,~

their jobs better

4.3

I~

Management is willing to be questioned by employees
about decisions

4.4 Major decisions are not made final by management
until there is broad based input

4.5 Management always ensures that different units work
well together

""-

-47?~.

5.1

:
'

5. Culture

I

It is more important to learn from mistakes than to
blame people who make them

5.2 The most important thing is to find the best ideas,
regardless of the source

5.3

You believe in doing what is the best for the
organization, even if it is not best for the business unit

5.4 Being flexible is considered to be essential in the
organization;
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5.5 Everyone should have a common understanding of
2

8

0.8

10

1.0

10

1.0

organizational goals

5.6 The nature of work today makes it essential to work
and learn with people in different parts of the
organi~ation

5.7 To be successful, we need to take risks and try new
things, as long as site and personal safety are not
compromised

6. Mission and Strategy

6.1

You think about how today's actions could have longterm consequences we might not expect

{)

1

9

0.9

1

1

8

0.7

~

9

0.8

3

7

0.7

3

7

0.7

4

6

0.6

2

8

0.8

6.2 Our business plans include developing new products I
services that are significantly better or different from

c::.:::

what is on the market today

6.3 Your organization always has ongoing research and
1
development

6.4 You identify the core strengths that have made the
~

organization successful and build upon them when
you create plans for the future

°"

~

1\ I ~®
I~

6.5 You establish some key measurements against which
you can track progress in achieving your goals

6.6 You look around the organization to find examples of
success and innovation that you can build upon

6.7 You seek to learn from failures and problems, without
placing blame
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Part 3: Transaction Organizational Variables

This construct represented management practices, organization structure, supporting systems,
workplace climate, and employee motivation which are organizational variables that may
have a significant influence on the behavior of the organization and changes may happen as
results of the short-term reciprocity (mutual exchanges of favors) among individuals and
groups with respect to these constructs.
Score
Question

Number

IOC

0

-1
~

7.1

7. Management Practices

Managers/supervisors provide opportunities for

'

~

employees to generate new creative ideas about their
work

7.2

10

1.0

~

10

1.0

1

9

0.9

10

1.0

1

9

0.9

1

7

0.5

2

8

0.8

Managers/supervisors' actions help valuable learning
to be used across the organization

7.3

1

Managers/supervisors help set goals that encourage
people to learn more rapidly

7.4

Managers/supervisors help employees to develop
skills they need to work and learn together effectively

7.5

Managers/supervisors like it when employees
challenge the way things are done in order to improve
them

7.6

Managers/supervisors provide feedback about
employees' performance that helps them to be more

2

effective in their jobs

7.7

Managers/supervisors see to it that employees have
the resources they need to be effective in their jobs
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7.8

Managers/supervisors create situations where
4

6

0.6

2

8

0.8

3

7

0.7

2

8

0.8

4

6

0.6

4

6

0.6

3

7

0.7

2

8

0.8

2

8

0.8

3

7

0.7

2

8

0.8

2

8

0.8

everyone wins when goals are achieved

7.9

Managers/supervisors provide opportunities for
employees to input and participate in decision making

7.10

Managers/supervisors create work strategies together
with employees
8. Organizational Structure

8.1

The organization' s goals have helped units to work
together more effectively

8.2

When we solve problems, we take into account the
fact that the solutions may have different impacts on

~

different parts of the organization

8.3

The way we are organized helps us keep in touch with
the right people outside the organization;

8.4

The way we are organized helps make sure the
correct people are held accountable for results

8.5

The way we are organized helps us to know the way
of coordinating between people and their jobs

8.6

'

The way we are organized into units helps us interact
with the right people inside the organization
9. Systems

9.1

Rewards for employee are appropriate for their effort

9.2

Our work systems are well integrated across functions
in the organization

9.3

Organization has standards to measure learning of
employee in each department
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9.4

Information system of organization has good standard
3

7

0.7

10

1.0

1

9

0.9

2

8

0.8

2

8

0.8

10

1.0

1

8

0.7

3

7

0.7

3

7

0.7

2

8

0.8

3

6

0.5

4

6

0.6

and easy to access
9.5

The organization's information technology systems
are designed to help us learn

9.6

The oi-_ganization's information technology systems
are enough to support learning

9.7

Financial resources can be obtained to try promising
new ideas

10. Climate
10.1

News and information can be used to improve your
knowledge and ability for achieving in organization's

~

goals
10.2

10.3

You try to find new knowledge and improve your
abilities for supporting the need of organization in the

~

future

~;

Coworkers and you collaborate to find the things that
1
make organization successful

10.4

Organization has enough equipment for work

10.5

Organization supports you to find new solutions for
solving problems

10.6

Organization supports you to help and give some
suggestion to your coworkers

10.7

Organization supports you and coworkers to
1
concentrate in growth and success of organization

10.8

Organization supports you and coworkers in adjusting
to the change in organization
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10.9

Organization supports you to spend time for
10

1.0

1

9

0.9

1

9

0.9

10

1.0

4

6

0.6

3

7

0.7

2

8

0.8

reviewing the learning experiences of the organization
10.10

Organization supports you to get help and suggestions
that are necessary to create learning in workgroups
and teams
-

11. Motivation
11.1

Coworkers and you assist each other to make
organization successful;

11.2

During crisis, coworkers and you try to work to better
I~

the situation;
11.3

Coworkers and you are active workers;

11.4

Coworkers and you concentrate in plans and goals of
organization;

11.5

Coworkers and you have relationships like family
when working together;
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Part 4: Learning Outcome

This construct represented learning outcome at individual, team, and organizational levels
which focused mainly on promoting continuous improvement and innovation, creation and
sharing of knowledge and most importantly creating and promoting a learning culture.
Score
Question

Number

IOC
-1

0

1

12. Individual Learning
12.1

Leaming and experience from working in each
~

1

9

0.8

10

1.0

9

0.9

2

8

0.8

1

9

0.9

I

9

0.9

1

9

0.9

project can help in changing the performance level;
12.2

Leaming from mistakes can help your organization to
succeed in achieving the goals;

12.3

When a problem occurred, you can change crisis to be

v

1c::.::

opportunity by changing your plan for achieving the
goals;

fJ!
'0"

13.1

13. Team Learning

W orkgroups and teams help you to obtain more
learning and experience;

13.2

~ Ii

'
r

('\

W orkgroups can normally make you understand
strength and weakness of organization well, where the
understanding is obtained through different work
attitudes;

13.3

W orkgroups and teams make you share experience
with each other;

13.4

W orkgroups and teams make you and members help
each other;
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13.5

In workgroups, you often get the new equipment in
5

5

0.5

3

7

0.7

4

6

0.6

8

0.8

7

0.6

supporting your work from other members;

13.6

You and other members in workgroups usually check
for feedback in developing and sharing knowledge
from Other groups or departments;

14. Organizational Learning
14.1

When business problems or crises indicate that the
way we do things no longer works, we have found it
difficult to respond quickly to change our goals and

0,

practices;
14.2

. I~
~

When your organization has conflicts between
~?.

different departments, you usually find it that conflicts
2
occur from not understanding the duties of each other

~"

clearly;
14.3

We seldom consider how short term decisions will
1
impact long range business outcomes;

ctli

S NC
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96

2

Part 5: Organizational Performance
This construct represented organizational performance measurement of the past and
present financial and knowledge-wise results through learning outcomes at individual, group
and organizational level due to changes initiated by the organization in respect to
transformational and transactional factors.
Score
Number

Question

IOC
-1

0

1

15. Finance
15. l

The organization has, in your opinion, expanded the

~ .?\

business or has received better returns from business
during the past year such as more customers from a

1

0.9

2

8

0.8

2

8

0.8

4

6

0.6

2

8

0.8

1

9

0.9

3

7

0.7

~

wider customer base, increase number of repeating

~
c::.:::

customers, etc.;
15.2

9

-

The organization has, in your opinion, achieved better
performance results financially during the past year;

15.3

The organization has, in your opinion, provided better
~

rewards for employees during the past year;

""
16.1

) Ci

I./

16. Knowledge

You think employees of organization share opinions
and suggestions more than last year;

16.2

Organization has more and better service for
customers compared to last year;

16.3

You think the number of customers that you provide
service has increased compared to last year;

16.4

Organization has more products and services to offer
the customers compared to last year;
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16.5

Overall performance level has improved compared to
last year in relation to the different formats that was

3

7

0.7

2

7

0.6

designed;
16.6

You think the work performance of employees is
1
faster £Ompared to last year;

Survey Instrument Evaluators - Professional Researchers
1. Ms. Dangjaithawin Anantachai

Chief Operating Officer, Managing Director
INTAGE (Thailand) Co., Ltd.
President
Thai Marketing Research Association

2. Dr.Arpapat Boonrod

Managing Director
Insight Asia Market Research Co., Ltd.
Director
Thai Marketing Research Association

3. Mrs. Warunee Chookhare

Executive Vice-President
CSN Research Ltd.
Director & Treasurer
Thai Marketing Research Association

4. Ms. Puntharee Israngkul
na Ayudthaya

Assistant Director
ABAC POLL Research Center

Survey Instrument Evaluators - Academic
1.

Dr. Yurapom Sudharatna

Assistant Professor
Department of Management
School of Business
Kasetsart University

2.

Dr. Punnaluck Satanasavapak

Deputy Chairperson
Department of Marketing
Department of Integrated Marketing Communications
Faculty of Business Administration
Assumption University
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Survey Instrument Evaluators - Organizational Development Professionals

1. Dr. Suchart Otaivites

Senior Vice President, Human Resources Division
Central Pattana Public Company Limited

2. Mr. Vorarat Laohathanakul

Vice President, Human Capital Management and
Organizational Development Division
Central Pattana Public Company Limited

3. Ms. Araya Charoenkul

Assistant Vice President
Organizational Development Division
Central Pattana Public Company Limited

4. Mr. Somnuk Reantragoon

Vice President
Human Resources Business Unit
Thaicom Public Company Limited
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APPENDIX B
Q.
~

~

~

PILOT TEST RESULTS

Reliability Testing
Driving Forces of Change Constructs

1. Environmental-level Driving Forces of Change
Reliability Statistics
Cronbach's Alpha

N of Items

.821

5

Item Total Statistics
Variables
Political; eg. stable government, industryfriendly social policies, trade regulations, tax
policies
eg.
credit
accessibility,
1.2 Economic;
unemployment rates, interest rates, inflation
1.3 Social; eg. education levels, changes m
lifestyles, population demographics
1.4 Technological; eg. new innovations and
discoveries, pace of technological innovations
and pace of obsolescence
1.5 Legal; eg. employment regulations, competitive
regulations, health and safety regulations,
product regulations

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

21.38

11.606

.640

.782

21.27

12.845

.619

.784

21.04

14.998

.458

.826

20.04

14.198

.580

.797

21.04

11.078

.803

.724

1.1

2. Industry-level Driving Forces of Change
Reliability Statistics
Cronbach's Alpha

N of Items

.913

5

Item Total Statistics
Variables

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

2.1

New Entrants; compelling of the company to
initiate change in entry level requirements

21.73

16.605

.793

.891

2.2

Substitute Products; heightening of performance
price features of product and services

22.15

14.855

.781

.898
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2.3

2.4

2.5

Bargaining Power of Suppliers; consideration of
changes to reduce risk due to weak buyer
position
Bargaining Power of Buyers; diversification of
customer base, improvement of separate aspects
and price reducing cost cutting
Intensity ·of Rivalry; creation of changes in
delivery,_ promotion, distribution, pricing and
products in response to competitive rival's
position

22.15

16.695

.808

.889

22.12

16.746

.795

.891

21.69

17.022

.746

.901

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

3. Organizational-level Driving Forces of Change
Reliability Statistics
Cronbach's Alpha

N of Items

.779

4

Item Total Statistics

Variables
3 .1

3.2

3 .3

3.4

Customer
Perspectives;
involvement
of
influence of customer satisfaction, referrals,
repeats, value propositions, demographic,
market accessibility and share
Financial Perspectives; maJor concerns on
shareholders' investment returns, asset returns,
profits , stock prices etc.
Process Perspectives; assessment of all related
steps of the process, i.e. downtime, work in
process, backlog, defect rates cycle times,
operation and maintenance expenses, risk and
mitigation measures
Learning Perspectives; changes relating to new
products, new patents, employees' suggestions,
their revenue and promotion certification,
development plans etc.
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Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

16.15

8.695

16.15

12.135

.394

.810

16.54

6.578

.659

.712

16.58

8.734

.666

.683

.661

Organizational Constructs - Transformational
4. Leadership
Reliability Statistics
Cronbach's Alpha

N of Items

.908

5

Item Total Statistics
Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

19.19

16.882

.650

.910

19.46

15.778

.784

.885

19.62

14.726

.853

.869

19.46

13.858

.850

.869

19.65

14.955

.719

.899

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

·cronbach 's
Alpha if
Item
Deleted

It is more important to learn from mistakes than
to blame people who make them

31.23

60.905

.731

.907

5.2 The most important thing is to find the best

31.27

63.325

.715

.906

31.46

68.178

.717

.904

30.69

70.862

.685

.908

Variables
Management helps employees understand how
they can help the organization to achieve its
goals
4.2 Management always spends time learning how
to do their jobs better
4.3 Management is willing to be questioned by
employees about decisions
4.4 Major decisions are not made final by
management until there is broad based input
4.5 Management always ensures that different units
work well together

4.1

~

5. Organizational Culture
Reliability Statistics

Cronbach's Alpha

N of Items

.915

Item Total Statistics
Variables
5.1

ideas, regardless of the source
You believe in doing what is the best for the
organization, even if it is not best for the
business unit
5.4 Being flexible is considered to be essential in
the organization;

5.3
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5.5

Everyone should have a common understanding
of organizational goals
5.6 The nature of work today makes it essential to
work and learn with people in different parts of
the organization
5.7 To be successful, we need to take risks and try
new things, as long as site and personal safety
are not c_ompromised

30.35

66.235

.822

.894

30.31

67.422

.841

.893

30.46

69.378

.760

.901

6. Mission and Strategy
Reliability Statistics
Cronbach's

N of Items

.792

Item Total Statistics

Variables
6.1

You think about how today's actions could have
long-term consequences we might not expect

Our business plans include developing new
products I services that are significantly better or
different from what is on the market today
6.3 Your organization always has ongoing research
and development
6.4 You identify the core strengths that have made
the organization successful and build upon them
when you create plans for the future
6.5 You establish some key measurements against
which you can track progress in achieving your
goals
6.6 You look around the organization to find
examples of success and innovation that you can
build upon
6. 7 You seek to learn from failures and problems,
without placing blame

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

31.38

34.006

.073

.840

31.65

30.635

.446

.777

31.85

26.215

.685

.736

31.81

26.802

.697

.736

31.46

28.258

.591

.754

31.38

26.086

.677

.737

31.08

30.314

.424

.780

6.2
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Organizational Constructs - Transactional
7. Management Practices
Reliability Statistics
Cronbach's Alpha

N of Items

.929

10

Item Total Statistics

Variables
7 .1

7.2
7. 3
7.4

7.5

7. 6

7. 7

7.8
7.9

7.10

Managers/supervisors provide opportunities for
employees to generate new creative ideas about
their work
Managers/supervisors' actions help valuable
learning to be used across the organization
Managers/supervisors help set goals that
encourage people to learn more rapidly
Managers/supervisors help employees to
develop skills they need to work and learn
together effectively
Managers/supervisors like it when employees
challenge the way things are done in order to
improve them
Managers/supervisors provide feedback about
employees' performance that helps them to be
more effective in their jobs
Managers/supervisors see to it that employees
have the resources they need to be effective in
their jobs
Managers/supervisors create situations where
everyone wins when goals are achieved
Managers/supervisors provide opportunities for
employees to input and participate in decision
making
Managers/supervisors create work strategies
together with employees
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Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

43.35

62.955

.764

.920

43.23

60.425

.879

.913

4 3. 04

5 9. 318

.788

.920

42.81

62.642

.746

.921

43.23

68.105

.667

.925

43.19

66.322

.620

.928

43.38

69.526

.542

.931

43.38

66.566

.822

.919

43.46

66.258

.718

.923

43.27

65.405

.770

.920

8. Organizational Structure
Reliability Statistics
Cronbach's Alpha

N of Items

.930

6

Item Total Statistics
Variables
8.1
8.2

8.3

8.4
8.5

8.6

The organization' s goals have helped units to
work together more effectively
When we solve problems, we take into account
the fact that the solutions may have different
impacts on different parts of the organization
The way we are organized helps us keep in
touch with the right people outside the
organization;
The way we are organized helps make sure the
correct people are held accountable for results
The way we are organized helps us to know the
way of coordinating between people and their
jobs
The way we are organized into units helps us
interact with the right people inside the
organization

*

Scale
Mean if
Item
Deleted

Scale
Variance
ifltem
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

22.81

38.242

.753

.923

23.00

35.680

.832

.912

23.27

37.165

.862

.911

23.00

34.320

.845

.911

22.77

35.705

.851

.910

22.85

36.295

.672

.936

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach,s
Alpha if
Item
Deleted

28.81

29.202

.446

.911

28.27

26.285

.791

.863

28.19

28.482

.708

.874

9. Systems

~

Reliability Statistics

Cronbach's Alpha

N of Items

.892

7

Item Total Statistics
Variables
9.1
9.2
9.3

Rewards for employee are appropriate for their
effort
Our work systems are well integrated across
functions in the organization
Organization has standards to measure learning
of employee in each department
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9.4 Information system of organization has good
standard and easy to access
9.5 The organization's information technology
systems are designed to help us learn
9.6 The organization's information technology
systems are enough to support learning
9.7 Financial resources can be obtained to try
promisil!g new ideas
10. Climate

27.85

28.055

.707

.873

28.12

26.586

.853

.856

28.19

28.242

.732

.871

28.12

29.146

.658

.879

Reliability Statistics
Cronbach's Alpha

N of Items

.936

10

Item Total Statistics

Variables

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

44.04

57.398

.765

.929

44.00

63.440

.384

.944

43.92

57.834

.720

.931

44.50

58.980

.577

.938

44.54

56.258

.767

.929

44.19

55 .282

.821

.926

44.00

52.480

.836

.925

44.04

54.038

.864

.924

44.12

53.946

.841

.925

44.00

54.480

.851

.924

10.1

News and information can be used to improve
your knowledge and ability for achieving in
organization's goals
10.2 You try to find new knowledge and improve
your abilities for supporting the need of
organization in the future
10.3 Coworkers and you collaborate to find the
things that make organization successful
10.4 Organization has enough equipment for work

10.5
10.6
1O.7

10.8
10.9

10.1 O

Organization supports you to find new
solutions for solving problems
Organization supports you to help and give
some suggestion to your coworkers
Organization supports you and coworkers to
concentrate in growth and success of
organization
Organization supports you and coworkers in
adjusting to the change in organization
Organization supports you to spend time for
reviewing the learning experiences of the
organization
Organization supports you to get help and
suggestions that are necessary to create
learning in workgroups and teams
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11. Motivation
Reliability Statistics
Cronbach's Alpha

N of Items

.942

5

Item Total Statistics
Variables
Coworkers and you assist each other to make
organization successful;
11.2 During crisis, coworkers and you try to work
to better the situation;
11.3 Coworkers and you are active workers;
11.4 Coworkers and you concentrate in plans and
goals of organization;
11.5 Coworkers and you have relationships like
family when working together;

11.1

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

19.88

17.386

.828

.932

20.04

15.878

.898

.921

19.92

19.034

.890

.925

20.00

16.960

.895

.919

20.00

19.680

.758

.944

:E'

Learning Outcome Constructs

~

:::::>

12. Individual Learning

r-

t/)

~
~~~~-R_e_l_ia_b_il_ity~S-t_a_ti_s_ti-cs~~~~- ~
Cronbach 's Alpha

N of Items

.881

3

....,,

Item Total Statistics
Variables
Learning and experience from working in each
project can help in changing the performance
level;
12.2 Learning from mistakes can help your
organization to succeed in achieving the goals;
12.3 When a problem occurred, you can change crisis
to be opportunity by changing your plan for
achieving the goals;

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

11.08

6.714

.659

.926

11.15

5.095

.813

.792

11.62

4.566

.870

.739

12.1
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13. Team Learning
Reliability Statistics
Cronbach's Alpha

N of Items

.940

6

Item Total Statistics
Variables
13.1
13.2

13.3
13.4
13.5
13.6

Workgroups and teams help you to obtain more
learning and experience;
Workgroups can normally make you understand
strength and weakness of organization well,
where the understanding is obtained through
different work attitudes;
Workgroups and teams make you share
experience with each other;
Workgroups and teams make you and members
help each other;
In workgroups, you often get the new equipment
in supporting your work from other members;
You and other members in workgroups usually
check for feedback in developing and sharing
knowledge from other groups or departments;

*

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

26.46

28.978

.880

.922

26.38

29.766

.804

.931

26.42

27.934

.886

.921

26.38

28.966

.876

.922

26.81

28.642

.792

.934

26. 77

32.025

.695

.943

14. Organizational Learning
Reliability Statistics

Cronbach 's Alpha

N of Items

.707

3

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

*

Item Total Statistics
Variables
14.1

When business problems or crises indicate that
the way we do things no longer works, we have
found it difficult to respond quickly to change
our goals and practices;

181

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

9.96

4.998

.424

Cronbach's
Alpha if
Item
Deleted

.773

14.2

When your organization has conflicts between
different departments, you usually find it that
conflicts occur from not understanding the
duties of each other clearly;
14.3 We seldom consider how short term decisions
will impact long range business outcomes;

9 .4 2

6.094

.377

.786

9.85

4.695

.874

.229

Organizational Performance Constructs
15. Finance
Reliability Statistics
Cronbach's Alpha

N of Items

.729

3

Item Total Statistics

Variables
The organization has, in your opinion, expanded
the business or has received better returns from
business during the past year such as more
customers from a wider customer base, increase
number of repeating customers, etc.;
15 .2 The organization has, in your opinion, achieved
better performance results financially during the
past year;
15 .3 The organization has, in your opinion, provided
better rewards for employees during the past
year;

Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

8.73

2.925

.513

.686

9 .4 2

2.334

.660

.501

9.46

2.738

.491

.715

15 .1
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16. Knowledge
Reliability Statistics
Cronbach's Alpha

N of Items

.848

7

Item Total Statistics

Variables
16.1
16.2
16.3

16.4
16. 5

16.6

You think employees of organization share
opinions and suggestions more than last year;
Organization has more and better service for
customers compared to last year;
You think the number of customers that you
provide service has increased compared to last
year;
Organization has more products and services to
offer the customers compared to last year;
Overall performance level has improved
compared to last year in relation to the different
formats that was designed;
You think the work performance of employees
is faster compared to last year;
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Scale
Mean if
Item
Deleted

Scale
Variance
if Item
Deleted

27.04

Correlated
Item-Total
Correlation

Cronbach's
Alpha if
Item
Deleted

19.878

.770

.799

26.92

22.794

.607

.826

26.42

25.454

.405

.853

26.77

24.585

.598

.830

26. 73

22.125

.751

.806

27.04

24.278

.439

.852
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Effects of Environmental Forces and Influence of Organizational Variables
on Learning Organizations and their Performance:
A Case Study on Perception of Personnel of Small and Medium Sized Software
Development Firms in Thailand
Part 1: Background Information

Please provide- the following information about your company and yourself. Please choose
only one choice per question.
1. Gender

[l] Male

[2] Female

2.

[ 1]
[3]
[5]
[1]
[3]
[5]

Less than 20 years
30 - 40 years
50 - 60 years
Diploma
,,_,,
Master Degree
Others _ _ _ __

[2]
[4]
[6]
[2]
[4]

[ l]
[2]
[3]
[4]
[5]

Senior Management
~
Middle Management
Supervisory
Technical/Professional/Operations
Others _ _ _ _ _ _ _ __

Age

3. Education

4. Position of Evaluator

J.;;;;,

Q..
5. Number of Subordinates

20 - 30 years
40 - 50 years
over 60 years
Bachelor Degree
Ph.D

[1] None
[3] 5 -IO
[5] 16-20

[2] less than 5
[4] 11- 15
[6] over 20

[l] 1 -2 years
[3] 5 - 6 years
[5] 9 - 10 years

[2] 3 - 4 years
[4] 7 - 8 years
[6] over IO years

[1] under 10
[3] 21 - 30 staff
[5] 41 - 50 staff

[2] 10 - 20 staff
[4] 31-40 staff
[6] over 50 staff

8. Value of the Company
(in Million Baht)

[ 1] less than 10 Million
[3] 20 - 30 million
[5] 40 - 50 million

[2] IO - 20 million
[4] 30 - 40 million
[6] over 50 million

9. Type of Company

[ 1] Single Proprietorship
[3] Limited Partnership
[5] Others _ _ _ _ __

[2] Ordinary Partnership
[4] Company Limited

10. Countries the Company is
Currently Operating

[ 1] Thailand only
[3] Asia Pacific
[5] Others _ _ _ _ __

[2] ASEAN
[4] Global

under Evaluator's
Supervision
6. Number of Years the
Company is in Software
Industry
7. Number of Staff in
Company

~
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The following questions are about your organization. Please state your opm1on for each
question by giving a score between 1 and 7; for 1 indicates strong disagreement and 7
indicates strong agreement.

Part 2: Please record your opznzon whether the following factors affect your
organization by selecting the score. (Please choose only one score per question)
1.
1.1.
1.2.
1.3.
1.4.
1.5.

Strongly
Strongly
Disagree_____,. Agree

Environmental-level Factors
Political; eg. stable government, industry-friendly social
policies, trade regulations, tax policies
Economic; eg. credit accessibility, unemployment rates, interest
rates, inflation
Social; eg. education levels, changes in lifestyles, population
demographics
Technological; eg. new innovations and discoveries, pace of
technological innovations and pace of obsolescence
Legal; eg. employment regulations, competitive regulations,
health and safety regulations, product regulations

2.2.
2.3.
2.4.
2.5.

New Entrants; compelling of the company to initiate change in
entry level requirements
Substitute Products; heightening of performance /price features
of product and services
Bargaining Power of Suppliers; consideration of changes to
reduce risk due to weak buyer position
Bargaining Power of Buyers; diversification of customer base,
improvement of separate aspects and price reducing cost cutting
Intensity of Rivalry; creation of changes in delivery, promotion,
distribution, pricing and products in response to competitive
rival's position

3.2.
3.3.

3.4.

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

Strongly
Strongly
Disagree_____,. Agree

3. Organizational-level Factors
3.1.

3

Strongly
Strongly
Disagree_____,. Agree

2. Industry-level Factors
2.1.

2

Customer Perspectives; involvement of influence of customer
satisfaction, referrals, repeats, value propositions, demographic,
market accessibility and share
Financial Perspectives; major concerns on shareholders'
investment returns, asset returns, profits , stock prices etc.
Process Perspectives; assessment of all related steps of the
process, i.e. downtime, work in process, backlog, defect rates
cycle times, operation and maintenance expenses, risk and
mitigation measures
Learning Perspectives; changes relating to new products, new
patents, employees' suggestions, their revenue and promotion
certification, development plans etc.
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2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

Part 3: Please record your opinion on how the following factors affect learning in
your organization by selecting the score. (Please choose only one score per question)
4.
4.1.
4.2.
4.3.
4.4.
4.5 .

5.
5.1.
5.2.
5.3 .
5.4.
5.5.
5.6.
5.7.

6.
6.1.
6.2.

6.3.
6.4.

6.5.
6.6.

Strongly ___. Strongly
Disagree
Agree

Leadership Support for Learning Organizations
Management helps employees understand how they can help the
organization to achieve its goals
Managef!1ent always spends time learning how to do their jobs
better
Management is willing to be questioned by employees about
decisions
Major decisions are not made final by management until there is
broad based input
Management always ensures that different units work well
together

It is more important to learn from mistakes than to blame people
who make them
The most important thing is to find the best ideas, regardless of
the source
You believe in doing what is the best for the organization, even
if it is not best for the business unit
Being flexible is considered to be essential in the organization;

Mission and Strategy of Learning Organizations
You think about how today's actions could have long-term
consequences we might not expect
Our business plans include developing new products I services
that are significantly better or different from what is on the
market today
Your organization always has ongoing research and
development
You identify the core strengths that have made the organization
successful and build upon them when you create plans for the
future
You establish some key measurements against which you can
track progress in achieving your goals
You look around the organization to find examples of success
and innovation that you can build upon
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3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

Strongly ___. Strongly
Disagree
Agree

Organizational Culture in Learning Organizations

Everyone should have a common understanding of
organizational goals
The nature of work today makes it essential to work and learn
with people in different parts of the organization
To be successful, we need to take risks and try new things, as
long as site and personal safety are not compromised

2

*

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3 4 5 6

7

2

3

5 6

7

4

Strongly ___. Strongly
Disagree
Agree
2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

6.7.

7.
7.1.
7.2.
7.3.
7.4.
7.5.
7.6.
7.7.
7.8.
7.9.
7.10.

8.
8.1.
8.2.

8.3.
8.4.
8.5.
8.6.

9.

You seek to learn from failures and problems, without placing
blame

Management Practices in Learning Organizations
Managers/supervisors provide opportunities for employees to
generate new creative ideas about their work
Managers/supervisors' actions help valuable learning to be
used across the organization
Managers/supervisors help set goals that encourage people to
learn more rapidly
Managers/supervisors help employees to develop skills they
need to work and learn together effectively
Managers/supervisors like it when employees challenge the
way things are done in order to improve them
Managers/supervisors provide feedback about employees'
performance that helps them to be more effective in their jobs
Managers/supervisors see to it that employees have the
resources they need to be effective in their jobs
Managers/supervisors create situations where everyone wins
when goals are achieved
Managers/supervisors provide opportunities for employees to
input and participate in decision making
Managers/supervisors create work strategies together with
employees

Organization Structure for Learning Organizations
The organization' s goals have helped units to work together
more effectively
When we solve problems, we take into account the fact that the
solutions may have different impacts on different parts of the
organization
The way we are organized helps us keep in touch with the right
people outside the organization;
The way we are organized helps make sure the correct people
are held accountable for results
The way we are organized helps us to know the way of
coordinating between people and their jobs
The way we are organized into units helps us interact with the
right people inside the organization

Supporting Systems for Learning Organizations

2

3

4

5

6

7

Strongly -----+ Strongly
Disagree
Agree
2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

Strongly -----+ Strongly
Disagree
Agree
2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

Strongly -----+ Strongly
Disagree
Agree

9.1.

Rewards for employee are appropriate for their effort

2

3

4

5

6

7

9.2.

Our work systems are well integrated across functions in the
organization

2

3

4

5

6

7

188

9.3.
9.4.
9.5.
9.6.
9.7.

Organization has standards to measure learning of employee in
each department
Information system of organization has good standard and easy
to access
The organization's information technology systems are
designed to help us learn
The organization's information technology systems are enough
to support learning
Financial resources can be obtained to try promising new ideas

10. Work Climate in Learning Organizations
10.1.
10.2.
10.3.
10.4.

News and information can be used to improve your knowledge
and ability for achieving in organization's goals
You try to find new knowledge and improve your abilities for
supporting the need of organization in the future
Coworkers and you collaborate to find the things that make
organization successful
Organization has enough equipment for work

10.5.

Organization supports you to find new solutions for solving
problems
10.6. Organization supports you to help and give some suggestion to
your coworkers
10.7. Organization supports you and coworkers to concentrate in
growth and success of organization
10.8. Organization supports you and coworkers in adjusting to the
change in organization
10.9. Organization supports you to spend time for reviewing the
learning experiences of the organization
l 0.10. Organization supports you to get help and suggestions that are
necessary to create learning in workgroups and teams

11. Employee Motivation in Learning Organizations
11.l.
11.2.
11.3 .
11.4.
11.5.

Coworkers and you assist each other to make organization
successful;
During crisis, coworkers and you try to work to better the
situation;
Coworkers and you are active workers;
Coworkers and you concentrate in plans and goals of
organization;
Coworkers and you have relationships like family when
working together;
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Part 4: Please record your opinion on how the following factors bring results to
learning in your organization by selecting the score. (Please choose only one score
per question)
12. Individual Learning in Learning Organizations
12.1.
12.2.

12.3.

Leaming and experience from working in each project can help
in changing the performance level;
Learning from mistakes can help your organization to succeed
in achieving the goals;
When a problem occurred, you can change crisis to be
opportunity by changing your plan for achieving the goals;

13. Team Learning in Learning Organizations
13.1.

13.3.

Workgroups and teams help you to obtain more learning and
experience;
Workgroups can normally make you understand strength and
weakness of organization well, where the understanding is
obtained through different work attitudes;
Workgroups and teams make you share experience with each

13.4.

other;
Workgroups and teams make you and members help each

13.2.

13.5.
13.6.

other;
In workgroups, you often get the new equipment in supporting
your work from other members;
You and other members in workgroups usually check for
feedback in developing and sharing knowledge from other
groups or departments;

14. Organizational Learning in Learning Organizations
14.1.

14.2.

14.3.

When business problems or crises indicate that the way we do
things no longer works, we have found it difficult to respond
quickly to change our goals and practices;
When your organization has conflicts between different
departments, you usually find it that conflicts occur from not
understanding the duties of each other clearly;
We seldom consider how short term decisions will impact long
range business outcomes;

15. Financial Performance in Learning Organizations
15.1.

The organization has, in your opinion, expanded the business or
has received better returns from business during the past year
such as more customers from a wider customer base, increase
number of repeating customers, etc.;
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15.2.
15.3.

The organization has, in your opinion, achieved better
performance results financially during the past year;
The organization has, in your opinion, provided better rewards
for employees during the past year;

16. Performance Knowledge-wise in Learning Organizations
16.1.
16.2.
16.3.
16.4.
16.5.
16.6.

You think employees of organization share opinions and
suggestions more than last year;
Organization has more and better service for customers
compared to last year;
You think the number of customers that you provide service
has increased compared to last year;
Organization has more products and services to offer the
customers compared to last year;
Overall performance level has improved compared to last year
in relation to the different formats that was designed;
You think the work performance of employees is faster
compared to last year;
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