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ABSTRACT 

The concept of the learning organization has received considerable attention in the 

scholarly literature because superior learning processes have been heralded as a source 

of competitive advantage. Organizations that embrace strategies consistent with the 

learning organization are thought to achieve improved performance. Yet few empirical 

studies have examined the relationship between the learning organization concept and 

firms' performance. To assess this association, the authors obtained managerial 

responses to the Watkins and Marsick Dimensions of the Learning Organization 

Questionnaire (DLOQ) instrument along with both perceptual and objective measures of 

firms' performance. Results suggest a positive association between the learning 

organization concept and firms' financial performance. The article discusses 

implications for research and practice. At the same time the study focuses on finding 

upto which extend the Learning Organization practices are using in Sri Lankan Software 

companies and it revealed that only few practices are common in the industry. 

"The Relationship between Learning Organization Practices and Organizational 

Performance: The case of Software Industry in Sri Lanka" 

By H.A.A.R. Hettiarachchi 



Acknowledgement 

Firstly, I would like to extend my sincere gratitude to my supervisor Dr. K.M.S.D. 

Kulatunga Department of Information Technology, University of Sri Jayawardenapura, 

for his invaluable advices and guidance. 

I also thank former Course Coordinator Dr. P.D. Nimal and present Course Coordinator 

Dr. P.J. Kumarasinghe, Faculty of Graduate Studies, Sri Jayawardenapura, for providing 

continuous support and advices to carry out the research successfully. 

I further extend my deepest gratitude to management people of software companies 

interviewed for their support in numerous ways. 

I sincerely thank all the managers and participants in Sri Lankan Software companies 

for extending their support for data collection and by providing their feedback and 

assistance to this research exercise. Finally thank my family and friends. Without their 

help and support this endeavor would not have been possible. 

H.A.A.R. Hettiarachchi 

5266FM20 10037 

[k'4 



Table of Content 

BONAFIDECERTIFICATE............................................................................................ii 

Abstract............................................................................................................................ iii 

Acknowledgement............................................................................................................ iv 

Tableof Content ................................................................................................................ V 

Listof Tables.................................................................................................................... ix 

Listof Figures................................................................................................................ xiii 

Listof Abbreviations...................................................................................................... xiv 

CHAPTER 	1: 	Introduction................................................................................................ 

1 .1 	Research Background .............................................................................................. I 

1.2 The Concept of Learning Organization................................................................... 4 

1.3 	Problem 	Statement 	.................................................................................................. 5 

1.4 	Research 	objectives .................................................................................................7 

1.5 	Importance and Benefits of the study......................................................................7 

1 .6 	Layout of the report................................................................................................. 8 

1.7 	Concluding Remarks ............................................................................................... 8 

CHAPTER 2: Literature Review ...................................................................................... 9 

2.1 	Introduction 	.............................................................................................................9 
2.2 Data, Information, Knowledge, and Wisdom..........................................................9 

2.3 	Learning in organizations...................................................................................... 12 

2.4 	Organizational 	Learning........................................................................................ 15 

2.4.1 	Definitions of organizational learning................................................................ 17 

2.5 	Organizational Learning Culture........................................................................... 18 
2.6 Background to the concept of Learning Organization .......................................... 20 
2.7 Defining the Learning Organization...................................................................... 22 

2.8 Learning Organization Characteristics.................................................................. 28 

2.9 Importance of Learning Organizations.................................................................. 29 
2.10 Organizational learning and the learning organization ....................................... 30 

2.11 	Learning Organization measurement tools.......................................................... 32 

2.12 Dimensions of the Learning Organization .......................................................... 36 

2.13 The development and validation of the DLOQ ................................................... 40 
2.14 Organization Performance................................................................................... 43 

2.15 Linking Learning Organization Practices and Increasing in Organizational 

Performance................................................................................................................. 47 

2.15.1 Case Studies of Success: Learning Organization Practices Vs Increase in 

Organizational 	Performance .................................................................................... 52 

2.16 Sri 	Lankan software 	Industry .............................................................................. 54 

V 



2.16.1 Application Product Companies/Organizations............................................ 55 

2.16.2 Software Services Companies ...................................................................... 55 

2.16.3 Off-shore Development Centers................................................................... 56 

2.17 Why Sri Lanka is suited for off-shore development centers............................... 56 

2.18 Shift of Software Industry towards Low Wage Countries .................................. 57 

2.19 	Overall market trend........................................................................................ 60 

2.19.1 	Volume.......................................................................................................... 60 

2.19.2 	Potential Product Areas............................................................................. 60 

2.20 Learning Organizations in the Sri Lankan Context............................................. 62 

2.21 	Software Companies as Learning Organizations ................................................ 63 

CHAPTER 3: Research Methodology............................................................................ 66 

3.1 	Introduction 	........................................................................................................... 66 

3.2 The research process 	............................................................................................. 66 

3.3 	Pilot Questionnaire................................................................................................ 66 

3.4 Research Population and Sample .......................................................................... 67 

3.4.1 Sample size required (The Survey System, 2009). ......................................... 68 

3.5 	Learning organization practices ............................................................................ 68 

3.5.1 	Continuous 	learning........................................................................................ 69 

3.5.2 	Inquiry and dialogue....................................................................................... 69 

3.5.3 	Team 	learning ................................................................................................. 70 

3.5.4 	Empowerment................................................................................................. 70 

3.5.5 	Embedded systems.......................................................................................... 70 

3.5.6 	Systems connection......................................................................................... 71 

3.5.7 	Leadership....................................................................................................... 71 

3.6 Organization Performance Measurements ............................................................ 72 

3.7 Theoretical Framework ......................................................................................... 75 

3.7.1 	Main dependent factors................................................................................... 76 
3.7.2 Main independent factors................................................................................ 76 

3.8 Measurement and Measures .................................................................................. 78 

3.9 	Hypothesis............................................................................................................. 82 

3.10 	Final 	Questionnaire 	............................................................................................. 83 

3.10.1 	Rules 	of Coding................................................................................................ 84 

3.11 	Data 	collection..................................................................................................... 87 

3.12 Method of Data Collection.................................................................................. 88 

3.13Summary 	............................................................................................................. 89 

CHAPTER 4: DATA ANALYSIS.................................................................................. 90 

4.1 	Introduction 	........................................................................................................... 90 
4.2 Responses from the questionnaire......................................................................... 90 

4.3 	Reliability of the Data 	Set ..................................................................................... 91 

4.3.1 	Independent Variable 1: Continuous Learning............................................... 92 

vi 



4.3.2 Independent Variable 2: Dialogue and Inquiry...............................................93 
4.3.3 Independent Variable 3: Team Learning ........................................................ 94 
4.3.4 Independent Variable 4: Embedded System................................................... 95 

4.3.5 Independent Variable 5: Empowerment......................................................... 96 
4.3.6 Independent Variable 6: System Connection.................................................. 97 
4.3.7 Independent Variable 7: Leadership...............................................................98 
4.3.8 Dependent Variable: Organizational Performance.........................................99 

4.4 	Data Distribution................................................................................................. 100 

4.4.1 	Participants.................................................................................................. 100 
i. Distribution of the Number of Employees in the IT Company Sample ......... 101 
ii. Sample Education Experience Distribution................................................... 102 
iii. Distribution of the Employee Role in the IT Company Sample................... 103 
iv. Distribution of the Type of Business in the IT Company Sample................ 104 
v. Sample Annual Revenue Distribution............................................................ 106 

4.4.2 	Organization Performance Statistics........................................................... 108 
4.4.3 Organizational Performance Measurement .................................................. 109 

4.5 Objective 1: To find out the factors which explain the relationship between 
Learning Organization practices and Organization Performance in Sri Lankan 
context. 	...................................................................................................................... 111 

4.5.1 	Continuous Learning..................................................................................... 112 

4.5.2 	Dialogue and Inquiry .................................................................................... 113 

4.4.3 	Team 	Learning.............................................................................................. 114 

4.5.4 Embedded 	System......................................................................................... 116 
4.5.5 	Empowerment............................................................................................... 117 

4.5.6 	System 	Connections...................................................................................... 118 

4.5.7 	Leadership..................................................................................................... 119 
4.5.8 Organizational Performance ......................................................................... 121 

4.6 Objective 2: Extent to which the Learning Organization practices are practicing in 
the Sri Lankan Software companies. ......................................................................... 122 

4.6.1 	Practicing Continuous learning..................................................................... 123 
4.6.2 Practicing Dialogue and Inquiry................................................................... 124 
4.6.3 Practicing Team Learning............................................................................. 126 
4.6.4 Practicing Embedded Systems...................................................................... 127 
4.6.5 Practicing Empowerment.............................................................................. 129 
4.6.6 Practicing System Connections .................................................................... 130 
4.6.7 	Practicing Leadership 	................................................................................... 131 
4.6.8 Other finding related to Extent to which the Learning Organization practices 
are practicing in the Sri Lankan Software companies . .......................................... 133 

i. 	Continuous Learning................................................................................... 133 
ii. 	Dialogue and 	Inquiry .................................................................................. 137 
iii. 	Team 	Learning............................................................................................ 139 

iv. 	Embedded Systems..................................................................................... 140 

vH 



v. 	Empowerment 	 . 142 

vi. 	System Connection ..................................................................................... 145 

vii. 	Leadership................................................................................................... 146 

viii. 	Summary of Interviews questions........................................................... 148 

4.7 Objective 3: Learning Organization practices which affect in software 
organization performance and their impact on Organizational Performance............ 151 

4.7.1 	Testing Hypothesis 	....................................................................................... 152 

4.8 Summary of Hypothesis Testing......................................................................... 158 

4.9 Generalization of the Analysis ............................................................................ 158 

CHAPTERS: 	Discussion.............................................................................................. 160 

5.1 	Introduction 	......................................................................................................... 160 

5.2 	Summary of Contribution.................................................................................... 160 

5.2.1 Objective 1: To find out the factors which explain the relationship between 
Learning Organization practices and Organization Performance in Sri Lankan 

context.................................................................................................................... 161 

5.2.2 Objective 2: To what extent learning organization concept is practicing in the 

SriLankan IT companies....................................................................................... 164 

5.2.3 Objective 3: To identify Learning Organization practices with significant 
positively affect with Organizational performance . .............................................. 168 

5.3 	Recommendations 	............................................................................................... 172 

CHAPTER 6: Summary and conclusion....................................................................... 174 

6.1 	Limitations........................................................................................................... 176 

6.2 	Future 	Directions................................................................................................. 177 

References..................................................................................................................... 179 

AppendixI - Questionnaire...........................................................................................188 

VIII 



List of Tables 

Table 2.1: Sample definitions and constructs of learning organization.......................... 24 

Table 2.2: 	Action Imperatives......................................................................................... 37 

Table 2.3 - Countries of Origin of Foreign Collaborators of Software Development 

Companies Signed Up To Commence Operations in Sri Lanka ............................. 58 

Table 2.4 : Is yours a learning Organization? Research Findings................................... 62 

Table 3.1: Operationalising the Variables ....................................................................... 78 

Table3.2: 	Rule of Coding............................................................................................... 84 

Table 4.1 : Reliability Statistics - For all variables ....................................................... 91 

Table 4.2 : Reliability Statistics - Continuous Learning ............................................... 92 

Table 4.3 : Item-Total Statistics - Continuous Learning............................................... 93 

Table 4.4 : Reliability Statistics - Dialogue and Inquiry................................................ 93 

Table 4.5: Item-Total Statistics - Dialogue and Inquiry................................................ 94 

Table 4.6 : Reliability Statistics - Team Learning......................................................... 94 

Table 4.7: Item-Total Statistics - Team Learning ......................................................... 95 

Table 4.8 : Reliability Statistics - Embedded System..................................................... 95 

Table 4.9 : Item-Total Statistics - Embedded System .................................................... 96 

Table 4.10: Reliability Statistics - Empowerment.......................................................... 96 

Table 4.11: Item-Total Statistics - Empowerment ......................................................... 97 

Table 4.12: Reliability Statistics - Systems Connection ................................................ 97 

Table 4.13 : Item-Total Statistics — System Connection................................................. 98 

Table 4.14: Reliability Statistics - Leadership 	............................................................... 98 

Table 4.15 : Reliability Statistics - Leadership 	.............................................................. 99 

Table 4.16: Reliability Statistics - Organizational Performance................................... 99 

ix 



Table 4.17: 	Item-Total Statistics - Organizational Performance................................. 100 

Table 4.18: Sample Demographics —No. of Employees in the Company.................... 101 

Table 4.19: Sample Demographics - Level of Education Experience in the company 103 

Table 4.20: Sample Demographics - Employee Role in the Company........................ 104 

Table 4.21: Sample Demographics - Type of Business ............................................... 105 

Table 4.22: Sample Demographics - Universities........................................................ 107 

Table 4.23: Descriptive statistics for the Organization Performance ........................... 108 

Table 4.24: Descriptive statistics for Organizational Performance .............................. 111 

Table 4.25: KMO and Bartlett's Test for continuous learning ..................................... 112 

Table 4.26: Rotated Factor Matrix for continuous learning.......................................... 113 

Table 4.27: KMO and Bartlett's Test for Dialogue and Inquiry................................... 113 

Table 4.28: Rotated Factor Matrix................................................................................ 114 

Table 4.29 	: KMO and Bartlett's Test........................................................................... 115 

Table 4.30: Rotated Factor Matrix................................................................................ 115 

Table 4.31: KMO and Bartlett's Test............................................................................ 116 

Table 4.32: Rotated Factor Matrix................................................................................ 117 

Table 4.33: KMO and Bartlett's Test............................................................................ 117 

Table 4.34: Rotated Factor Matrix................................................................................ 118 

Table 4.35 	: KMO and Bartlett's Test........................................................................... 119 

Table 4.36: 	Rotated Factor Matrix ................................................................................ 119 

Table 4.37: KMO and Bartlett's Test............................................................................ 120 

Table 4.38: Rotated Factor Matrix................................................................................ 121 

Table 4.39: KMO and Bartlett's Test............................................................................ 121 

Table 4.40: Rotated Factor Matrix................................................................................ 122 

x 



Table 4.41: 	One sample statics for Continuous Learning . ........................................... 123 

Table 4.42: One Sample Test for Continuous Learning ............................................... 124 

Table 4.43: 	One sample statics for Dialogue and Inquiry............................................ 125 

Table 4.44: One Sample Test for Dialogue and Inquiry ............................................... 126 

Table 4.45: 	One sample statics for Team Learning . .................................................... 126 

Table 4.46 : One Sample Test for Team Learning ........................................................ .127 

Table 4.47: 	One sample statics for Embedded System. ............................................... 127 

Table 4.48: One Sample Test for Embedded Systems.................................................. 128 

Table 4.49: 	One sample statics for Empowerment . ..................................................... 129 

Table 4.50 : One Sample Test for Empowerment......................................................... 130 

Table 4.51: 	One sample statics for System Connections. ............................................ 130 

Table 4.52 : One Sample Test for Empowerment......................................................... 131 

Table 4.53: 	One sample statics for Leadership. ........................................................... 132 

Table 4.54: One Sample Test for Continuous Learning ............................................... 133 

Table 4.55: Summary of facts derived regarding Continues Learning......................... 148 

Table 4.56 	: Summary of facts derived regarding Team Learning............................. 148 

Table 4.57: Summary of facts derived regarding Embedded Systems ......................... 149 

Table 4.58 	: Summary of facts derived regarding Empowerment .............................. 150 

Table 4.59: Summary of facts derived regarding Systems Connection........................ 150 

Table 4.60: Summary of facts derived regarding Leadership....................................... 151 

Table 4.61: Tests of Normality for independent variables............................................ 152 

Table 4.62: Tests of Normality for Dependent variables.............................................. 152 

Table 4.63: Correlation between Continuous Learning and Organizational Performance 

................................................................................ 153 

xi 



Table 4.64: Correlation between Dialogue and Inquiry and Organizational Performance 

......................................................................................................154 

Table 4.65: Correlation between Team Learning and Organizational Performance .... 155 

Table 4.66: Correlation between Empowerment and Organizational Performance .....155 

Table 4.67: Correlation between Embedded Systems and Organizational Performance 

......................................................................................................156 

Table 4.68: Correlation between System Connections and Organizational Performance 

......................................................................................................157 

Table 4.69 Correlation between Leadership and Organization Performance...............158 

Table 4.70: Summary of correlation analysis ...............................................................158 

Table 5.1: Summary of valid factors.............................................................................161 

XII 



List of Figures 

Figure 2.11: Data Information Knowledge and Wisdom..................................................10 

Figure 2.2: Comparison of learning organization measurement tools............................ 36 

Figure 2.3 : Learning organization Action imperatives Mode! ....................................... 48 

Figure 2.4 : Nomologica! Network of the Dimensions of Learning Organization and 

Performance Outcomes............................................................................................51 

Figure 3.1: Theoretical framework for the study ............................................................ 77 

Figure 4.1: Sample Demographics - No. of Employees in the company ..................... 102 

Figure 4.2: Sample Demographics - Level of Education Experience in the company. 103 

Figure 4.3: Sample Demographics - Role playing in the Organization ....................... 104 

Figure 4.4: Sample Demographics - Business Type .................................................... 106 

Figure 4.5 : Sample Demographics - Annual Revenue................................................ 107 

Figure 4.6: Distribution of Organization Performance data.......................................... 109 

Figure 4.7: Descriptive Statistics for Organizational Performance .............................. 110 

XIII 



List of Abbreviations 

Abbreviation Description 

LO Learning Organization 

IT Information Technology 

DLOQ Dimensions of the Learning Organization Questionnaire 

OL Organizational Learning 

OD Organization Development 

BOI Board of Investment 

ERP Enterprise Resource Planning 

OASP Online Application Service Provider 

HBR Harvard Business Review 

HR Human Resources 

ROT Return of Investment 

CPT Cost Per Transaction 

ICTA Information Communication Technology Agency 

xiv 


