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a b s t r a c t

Facing such a fast-changing environment, an organization should be more market-driven and learning-
oriented. It is believed that a learning organization (LO) is apt to develop and maintain its own compet-
itiveness rather than that without learning ability. Even though many studies have been addressing the
importance of LO and the plausible relationship with competitiveness, the incoming impacts of knowl-
edge have force them to focus attentions on knowledge-intensive industry (KII). Managing change is
the high priority for continuing education institutes (CEIs), one of KII in Taiwan, coping simultaneously
with diversified market needs and limited resources. Prior literatures, however, concerned with strat-
egy-performance relationship have been oversimplified the contextual effects. Therefore, this study deci-
des to develop a conceptual framework with an adaptation of Prajogo and Sohal’s model to describe the
missing linkage in context of environment-strategy-performance (ESP). To serve as benchmarking, we
further introduce an integrated model named ‘the Learning Organization Pyramid’ (LOP) for facilitating
a good understanding of LO and CE system. This study finally concludes that a LO would be the best solu-
tion for KII to bridge the gap in terms of system planning.

� 2009 Elsevier Ltd. All rights reserved.
1. Introduction

It is true that the only constant thing in life is continuously
changing. In 21st century, the so-called knowledge-based economy
era, no one can prevent himself/herself from the challenges of
knowledge as well as organization itself. The power of knowledge
is a very important resource for preserving valuable heritage,
learning new things, solving problems, creating core competences,
and initiating new situations for both individual and organizations
now and in the future (Liao, 2003). Many organizations currently
engage in knowledge management (KM) in order to leverage
knowledge both within their organization and externally to their
shareholders and customers (Rubenstein-Montano et al., 2001)
for creating superior customer value and improving their perfor-
mance. Thus, those issues involving KM have attracted attentions
from researchers and practitioners in last decades.

An organization of good performance is mostly resulted from its
responsiveness and adaptability to the surrounding environment.
A competitive environment requires an organization to pursue
more complex dimensions of performance, most notably quality
and innovation (Bolwijn et al., 1990). Stata (1989) and Sinkula
ll rights reserved.
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et al. (1997) suggest that organizational learning (OL), especially
in knowledge-intensive industry (KII), not only leads to organiza-
tional innovation, but also becomes the only sustainable competi-
tive advantage. Murray and Donegan (2003) argue that learning
orientation can lead to a favorable culture for innovation and
improving the behavior and capability of individuals so that the
organization can more effectively respond to its environment. In
addition, Hackman and Wageman (1995) assert that effective qual-
ity management is ‘about as learning-oriented as it is possible for a
management program to be’. It is no surprise that quality and inno-
vation has significantly become two determinant resources of
competitiveness in today’s business environment. Above all, it is
reasonably accepted that the role of OL plays in context of
competitiveness.

Beginning in the 1980s, the concept of a learning organization
(LO) was articulated by scholars and practitioners. LO is defined
as a place where knowledge is fully utilized, capacity is expanded,
behavior is changed, and competence is gained (de Geus, 1988;
Garvin, 2000; Saylor, 1992; Senge, 1990; Swieringa & Wierdsma,
1992). Even though many theorists have viewed LO as a successful
foundation for contemporary organizations (Robbins, 2001) and
have been addressing its importance and plausible relationship
to competitiveness in terms of quality, innovation and business
performance (Baker & Sinkula, 1999; Chang & Sun, 2007; Dai, Dus-
erick, & Dai, 2005; Ellinger, Ellinger, Yang, & Howton, 2002), the
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large knowledge input, short product life cycles, high demand for
customized products, and great quantity of production value (Liao,
Fei, & Chen, 2007) have forced these researchers and practitioners
to focus attention on KII.

Because of the popularization of life-long learning, the life-long
education has dominated the world education systems for these
decades. Continuing education (CE), the major force of life-long
education, provides appropriate opportunities for those who can-
not finish their professional or normal education in the past in con-
trast to the traditional higher education (e.g., universities/colleges).
Since 1998, the Ministry of Education (MOE) has been promoting
the ‘Recurrent Education’ and ‘Life-long Education’ in Taiwan; the
number of continuing education institutes (CEIs) has been on the
rise around the island. Thus, managing change is the high priority
for CEIs coping simultaneously with diversified market needs and
limited resources. These changes, as a result, force CEIs to make at-
tempts to retarget their market and customers and to redesign
their operating system.

Just like any business, KII is subject to fast-changing environ-
ment too. Prior literatures, however, concerned with strategy-per-
formance relationship rarely focus on CE and have been
oversimplified the contextual effects. From strategic management
perspective, we suggest that there probably exists a missing link-
age somewhere in the so-called ‘environment-strategy-perfor-
mance’ (ESP) chain. To explore the potential gap within the ESP
context and further to search for the best solution to bridge this
gap, this paper, therefore, proposes a new conceptual model
named ‘ESCAPE’, which is based on the concept of Prajogo and So-
hal (2001) with some modifications.

To date, there are lots of CEIs in Taiwan, including universities
and colleges, institutions of vactional training, community col-
leges, life-long education and adult education institutes and corpo-
rate consulting companies and so on. In terms of market
concentration, universities and colleges are supposed to be the rep-
resentative of CE for following analyses. Our case institute, the
School of Continuing Education of Chinese Culture University
(SCE), is the largest CEI in Taiwan and it would be a good example
of paradigm transfer for its flexible strategies and innovative
initiatives.

This study makes three contributions to the extant literature.
First, the survey on CEIs will help researchers and practitioners
to broaden and refresh their views with this emerging industry
in knowledge economy. Next, a graphical representation is used
for clearly depicting the causality of ESP chain. Finally, we also sug-
gest that the key role of OL plays in the missing linkage between
organizational culture and organization’s capabilities or
competences.
2. Theoretical background

2.1. Organizational learning (OL) and KII

Facing an environment with high competitions and rapid
changes, organizational learning (OL) has already become the req-
uisite for survival (Fulmer, 1994). For the rapid environment
changes and the fast increases of technology, skills and knowledge,
organization therefore needs to learn to adapt to these changes
(Huber, 1991). In today’s business environment, most people agree
that the organization’s ability to learn faster than competitors is a
significant source of competitive advantage (McGill & Slocum,
1993; Nevis, DiBella, & Gould, 1995; Senge, 1990; Slocum, McGill,
& Lei, 1994; Stata, 1989; Ulrich, Von Glinow, & Jick, 1993).

As a result of IT progress and the accumulation and diffusion of
knowledge, KII has become a dominant role in a country’s eco-
nomic development. It is worth noting that the nature of the
knowledge-based economy should focus on ‘innovation’ first and
all these innovation–intensive activities would further enhance
organization’s capabilities for creating superior value and main-
taining sustained competitiveness. Thus, OL has been regarded as
one of the strategic means for organizations to successfully archive
their long-term objectives (Cunningham & Gerrard, 2000; Harung,
1996; Senge, 1990).

2.2. Organizational learning and knowledge management (KM)

Organizations are seen as learning through processes that cre-
ate new knowledge or modify existing knowledge (Phang, Kan-
kanhalli, & Ang, 2008). From the knowledge-based perspective,
Bates (1998) argued that knowledge is the basis of learning. An
organization cannot compete with others in this changeable envi-
ronment for the lack of adequate knowledge and renewal capabil-
ity. Knowledge or information is now perceived as the most
significant strategic resource in organizations, and its management
is regarded as critical to organizational success (Ipe, 2003). The
development and growth of organizations have made information
technology and information capital significant assets in organiza-
tions (Lai, Lin, Lin, Wang, & Huang, 2009). Managing knowledge
is important because knowledge is one of the most strategic weap-
ons that can lead to sustained increase in profits (Choi & Lee, 2002).

Facing such a turbulent environment, business must keep on
learning in order to maintain its competitiveness. Garratt (1990)
indicates that the enforcement of KM ability would be conducive
to the enhancement of OL capability. In other words, business
could have organizational learning capabilities underlying well
individual learning (Nonaka & Takeuchi, 1995). According to Stata
(1989) and Senge (1990), learning was the only sustainable com-
petitive advantage, and a learning situation resulted in organiza-
tional knowledge (or memory) (Schatz, 1992). Sarvary (1999)
considered OL as KM. He regarded KM as a business process,
through which firms generate and utilize their institutional or col-
lective knowledge, including OL, knowledge production and
knowledge distribution. OL is the process through which a firm ob-
tains information or knowledge. Consequently, OL is the KM capa-
bility by which people acquires and utilizes information and
knowledge.

2.3. Organizational learning and organizational culture (OC)

OC is the shared understanding or values of an organization‘s
employees, which in turn will determine how things work in the
organization (Wallach, 1983). Osland, Kolb, and Rubin (2000) de-
fined OC as a pattern of shared values and beliefs that produce cer-
tain norms of behavior. Andrew and Yate (2002) argue that OC is
an aggregation of shared values, beliefs, and understandings
among members. Tucker (2001) describes OC as a company’s val-
ues, traditions, priorities and paradigms and its universal existence
within organization will affect the implementation of organiza-
tional change.

Dodgson (1993) provides a comprehensive definition of OL: OL
involves the ways firms build, supplement and organize knowl-
edge and routines around their activities and within their culture,
and adapt and develop organizational efficiency by improving the
use of the broad skills of their workforces. OL is seen as a dynamic
process based on knowledge, which implies moving among the dif-
ferent levels of action, going from the individual to the group level,
and then to the organizational level and back again (Crossan, Lane,
& White, 1999; Huber, 1991). Lopez, Peon, and Ordas (2004) ar-
gued that collaborative culture influences OL, which in turn influ-
ence business performance.

A culture encouraging change is a critical feature of OL. Espe-
cially facing such a fiercely environmental situations, organization
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needs more stronger adaptive culture to motive the mutual coop-
eration and learning among members (Daft, 2001). Schein (1996)
suggests that OL failures may be caused by the lack of communica-
tion among the organization’s different cultures. According to Kul-
ulanga, Edum-Fotwe, and McCaffer (2001), OL acts as a catalyst for
implementing an organizational learning culture and such the
learning culture would systematically improve OL. Brian and Pat-
tarawan (2003) suggested that OC is positively related to OL.

2.4. Organizational learning and learning organization (LO)

To some degree, the theory of LO can be seen as a branch of that
of OL whereas OL is the strategy for developing a LO. Beginning in
the 1980s, the concept of a learning organization was articulated
by scholars and practitioners. An organization can be viewed as a
learning entity. An organization is made up of individuals. Individ-
uals must learn first before OL can occur. Without a LO there can be
no continuous improvement (Chang & Sun, 2007). Swieringa and
Wierdsma (1992) point out that OL is the changing of organization
behavior. Essentially, LO is not only capable of learning, but also of
learning to learn. In other words, it is not only able to become com-
petent but also to remain competent.

The experimental experience of English enterprises, Garratt
(1990) suggests that a LO is the application of organizational devel-
opment and learning. Garvin (2000) defined LO as a LO is an orga-
nization skilled at creating, acquiring, interpreting, transferring
and retaining knowledge, and at purposefully modifying its behav-
ior to reflect new knowledge and insights. Senge (1990) proposes
five disciplines of LO: (1) systems thinking; (2) personal mastery;
(3) mental model; (4) shared vision; and (5) team learning.
3. Strategic management perspective—environment, strategy
and performance

The extant strategy literature in general has approached the
construct of the environment from many different perspectives.
In some cases, strategy is viewed as managerial response to envi-
ronmental forces driving change. In other instances, it is ap-
proached from the perspective of managerial anticipation or to
be out front of changes in order to seize opportunity before others.
The main theme underlying this construct is the causal relation-
ship the environment has with firm performance (Olsen, 2004).

Strategy is an essential part of any effective business plan. By
using an effective competitive strategy, a company may find its
industry niche and learn about its customers (Porter, 1980). The
fundamental question in SM is how firm achieves and sustain com-
petitive advantage (Teece, Pisano, & Shuen, 1997). Basically, SM is
an array of decisions and actions (processes), which lead to the
development of an effective approach to achieve the organization’s
objectives (Glueck & Jauch, 1984). To some degree, SM is regarded
as a bridge building between the perceived present situation and
the desired future situation (West-Burnham, 1994; Wheale,
1991). To achieve and to maintain a superior competitiveness than
the other competitors, a firm should take advantage of its product
cost to beat its rivals and then to provide values to its consumers.

3.1. Original ESP model—Prajogo and Sohal’s research

Prajogo and Sohal (2001, 2006a) suggest that there are three
factors affecting TQM, namely external environment, original strat-
egy and internal environment (i.e., culture). Prajogo and Sohal
(2006b) also point out that business environment, organizational
strategy, and OC impact TQM practices in order to determine qual-
ity or innovation performance. This paper thus argues that the ori-
ginal ESP chain can be divided into two separated parts, including
‘environment-strategy-culture’ (ESC) linkage and the relationship
of TQM-innovation. From strategic management perspective, it is
obvious that the original ESP model is limited to an outside-in ap-
proach and is not appropriate to provide researchers and practitio-
ners with useful information to catch the whole picture of ESP.
Therefore, this paper proposes an integrated model to improve
understandings of ESP.
3.2. Conceptual model—ESCAPE

The term ‘ESCAPE’ refers to ‘the adoption of this system can help
an organization to escape from the old and inefficient situation and
then move towards another new and innovative situation’. In a
word, the ESCAPE model provides with a strategic direction mov-
ing towards success and superior performance. The original con-
cept of ESCAPE is derived from the competitive theories and
management principles (e.g., the resource-based view & TQM). ES-
CAPE comprises six key components, such as Environment (E),
Strategy (S), Capability/Competence (C), Advantage (A), Perfor-
mance (P), and Evaluation (E) (Fig. 1).

By comparison with original ESP model, it is evident that the ES-
CAPE model provides broader view and useful information for
understanding any value-created initiatives within CEIs. Even
though there is an inconsistency (or gap) between ESP and ESCAPE,
for example, the term ‘C’ in ESP refers to culture whereas the term
‘C’ in ESCAPE refers to ‘capability/competence’. After realizing the
impacts of LO on competitions in the future, this paper proposes
a new term ‘C2C’, which highlights the continuous process from
creating an open/positive culture to developing its own capability.

From strategic management (SM) perspective, the nature of SM
characterizes adaptability and sustained competitive advantage
(SCA) while adaptability shows an interdependent relationship be-
tween environment and organization. Basically, an organization’s
SCA might result from the successful integrations of internal skill,
activities and resources and efficient implementation. It is evident
that an organization today with high mutual learning and close
interaction among its partners is supposed to be a market-driven,
innovative and learning-oriented.

Consequently, it is necessary to validate the ESCAPE model with
some management theories and principles. Accordingly, this paper
zooms in ESCAPE to examine the working processes within organi-
zation in detail (Fig. 2). This paper argues that LO is not only capa-
ble of learning, but also of learning to learn. That is they are not
only able to become competent but also to remain competent.
The strategic model consists of the following five parts, which
are closely interlinked each other.

� Environment-strategy-culture—Prajogo and Sohal (2001).
� Organizational learning—Huber (1991).
� Learning organization—Senge (1992, 1994).
� Knowledge management—Nonaka and Takeuchi (1995).
� Resource-based view—Hamel and Prahalad (1994).

To facilitate a good understanding of a qualified CE system and
an innovative program of CEI, we would further introduce a con-
ceptual model, taking an example by a case CEI, as a benchmarking
in following section.
4. An integrated model—Learning Organizational Pyramid (LOP)

4.1. Defining LOP

Knowledge is the key to effective competition (Demarest, 1997).
It is no doubt that the impacts of the environment on organizations
have been significant and the challenges have forced them inevitably
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to deal with. More and more organizations today are confronted
with increasing homogeneity of competition, growing market
uncertainty and changing customer demands. Alavi and Leidner
(1999) indicate that many organizations are developing information
systems designed specifically to facilitate the sharing and integra-
tion of knowledge. LO is another concept in the knowledge society
(Robbins, 2001). Both as power and a resource, knowledge is strate-
gically important for individuals and enterprises (Liao, Fei, & Liu,
2008). OL has emerged as a key strategic variable and has been found
to be an important absorptive process driven by innovation (Cosier
et al., 1981; Cohen & Levinthal, 1990; Kiechel, 1990; Stata, 1989).
OL would enhance the innovative capacity of an organization (Argy-
ris & Schon, 1978) and the learning capability might be the compet-
itive advantage available to the company of the future as
environment change dramatically (Cosier et al., 1981).

Realizing the impact of LO on competition in the future, we
would introduce an integrated model entitled, the ‘‘Learning Orga-
nization Pyramid (LOP)” (see Fig. 3) into this paper to aid in orga-
nizational knowledge management internally. Mapping the image
of ESCAPE to LOP model, there are three major mechanisms in this
model: (1) the concept of ‘The 5th Discipline’ (Senge, 1990, 1992);
(2) TQM implementation (e.g., ISO 9001), and (3) KM activities (i.e.,
knowledge creation, knowledge storage, knowledge sharing and
knowledge diffusion). All these components are integrated effec-
tively to link the database and virtual library (i.e., LOL) to business
operation system (BOSS) thoroughly within the organization.

For many years, organizational researchers have been con-
cerned with the issue that how firm can build and sustain the com-
petitive advantage (Day, 1994; Day & Wensley, 1988). Today, the
rapid change that we experience in the market demands an unpar-
alleled learning response from organizations (Bennett, 1994). All
organizations in an open system need to learn and if they fail to
adapt to these environmental pressures (i.e., economic, social and
technological), they will cease to exist (Bartell & Bates, 2001).
Learning will lead to organization’s ability to rightly act on stimuli
which resulting from either internal or external to the organization
(Bhatt & Zaveri, 2002; Bierly & Hamalainen, 1995; Steensma,
1996). On the basis of resources and capabilities theory of the firm,
knowledge is a source of competitive advantage (Conner & Prah-
alad, 1996). Moreover, the development of an effective and effi-
cient knowledge management system has been considered a
means to this end (Nonaka, 1994). The below is a description of
these five main elements of the LOP:

4.2. Five components of LOP

Building shared vision—All activities within organization are un-
der the instructions of a shared vision. This shared vision is one,
which brings individuals together as one and is one, which will
lead the company in a manner of which it was planned to be.

Mental edge—It should be bore in mind from top to bottom of
the organization ladder, that the only way to beat the competition
is through continuous improvement, constant innovation, and the
ability to adapt and react to market changes in a timely manner.
Thus, the mental edge and shared vision should be seen as neces-
sities for shaping the shared value within organization completely.
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Business Operating Systems (BOSS)—All human resources are
determined to be valuable assets and intellectual capital to the
organization. An organization’s utmost performance mainly relies
on every individual’s achievement. In LOP model, we encourage
individuals to devote themselves to self-development, knowledge
creation and sharing through utilization of the Business Operating
Systems (BOSS), including inquiry, research and development,
communication, marketing, and others in service delivery process.

ISO 9000—Adopting ISO 9000 in LOP enables transformation of
tacit knowledge into explicit knowledge. In general, there are little
difference between ISO 9000 and TQM. McAdam and McKeown
(1999) argue that ISO 9000 is the basis of TQM. ISO 9000 is a tech-
nique-oriented system whereas TQM is a complex operating sys-
tem linking people and technique (Liao, Cheung, & Lai, 1995). For
ISO 9000 put emphases on the consistency in the four actions,
PDCA (plan-do-action-check), and on standardization of proce-
dures. Thus, ISO 9000 could provide an effective and consistent
manner of transferring knowledge from one time frame to another
thoroughly. Such transference would further generate quality
assurance in the process, necessary in efficient and effective oper-
ations within an organization.

Learning Organization Library (LOL)—The main structure of LOP
is ‘Learning Organization Library’ (LOL). It is a function-oriented
database comprised of various knowledge-based libraries storages
and handles the requisites for daily operation, R&D, marketing,
production, and administration.

To sum up, knowledge of an organization’s own environment
is vital for strategic decision-making (Drucker, 1995). Organiza-
tions in high competitions need a system to help make more in-
formed decisions in time. According to the previous descriptions,
we rather refer LOP to a knowledge-based system (KBS) or a
decision support system (DSS) in terms of system planning. Basi-
cally, LOP characterizes a system with a user-interface (BOSS)
and a friendly access to operating database (LOL), a place in fa-
vor of innovative and open culture for cultivating KM and OL
activities, a quality-assurance.
5. Conclusions and future research

5.1. Conclusions

Facing such a turbulent and uncertain environment today, a CEI
itself should develop its capabilities and core competences to out-
pace its rivals in order to create superior customer value and im-
prove financial performance (e.g., profitability, market share and
growth rate). In this respect, CEIs should be equipped with the
capability of market-driven and learning-focused. This statement
is similar with the findings of Slater and Narver (1995) and Sinkula
(1994). This study suggests that a LO would be the best solution for
KII (e.g., CEIs) to bridge the gap. Thus, if CEIs want to succeed in
ever-changing marketplace today, they should learn how to satisfy
various levels of customer’s needs and how to design a feasible
operating system so as to embrace the innovation performance,
the operating efficiency and effectiveness, and sustained competi-
tive advantage.
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5.2. Limitations and future research

The main limitation of this study comes from the adoption of
case study methodology instead of empirical testing. Another lim-
itation is that the concept of ESCAPE is based on authors’ real expe-
riences with reengineering in CE industry. This model therefore
might be restricted to a specific firm project rather than a general-
ized one. After reviewing the conceptual model ESCAPE, this paper
possibly proposes the followings questions in need of further
research.

� Even though there still exist debates between TQM and innova-
tion, the further empirical testing related to TQM-innovation
relationship is required.

� The moderating role of organizational structure on the relation-
ship between KM implementation and innovativeness.

� As culture may determine the performance of strategy
implementation, such as TQM, KM and innovation. It is
interesting to test its moderating effects on strategy
implementation.

� The mediating role of human resource practices (HRPs) in ESP
context is desirable.
� For sharing the same goal (Senge, 1992), OL is likely positively
related to TQM. Besides, some scholars highlight the negative
impacts of knowledge inertia on organizational learning (Liao
et al., 2008). It seems that TQM may be affected by knowledge
inertia.

� Basically, a market-driven and learning-focused firm can create
a favorable climate to support innovation. Hence, it comes to a
conclusion that TQM plays a good mediating role in strategy-
performance relationship.

� For the market uncertainty and turbulence will change the state
of competition and impact the accuracy of market preferences,
such potential effects of uncertainty should be carefully taken
into consideration in ESP context.
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