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ABSTRACT
Aim/Purpose

This paper aimed to examine the impact of learning orientation on organizational performance of small and medium enterprises (SMEs) via the mediating
role of total quality management (TQM) practices and the moderating role of
innovation culture.

Background

SMEs’ organizational performance in developing countries, particularly in Kuwait, remains below expectation due to increasing competition and inadequate
managerial practices that negatively impact their performance. Although several
studies had revealed a significant effect of learning orientation on SMEs’ performance, the direct impact of learning orientation on their performance is still
unclear. Thus, the link between learning orientation and organizational performance remains inconclusive and requires further examination.

Methodology

This study adopted a quantitative approach based on a cross-sectional survey
and descriptive design to gather the data in a specific period. The data were collected by distributing a survey questionnaire to the owners and Chief Executive
Officers (CEOs) of Kuwaiti SMEs using online and on-hand instruments with
384 useable data obtained. Furthermore, the partial least square-structural equation modeling (PLS-SEM) analysis was performed to test the hypotheses.

Contribution

This study bridged the significant gap in the role of learning orientation on
SMEs’ performance in developing countries, specifically Kuwait. In this sense, a
conceptual model was introduced, comprising a learning orientation, TQM
practices, innovation culture, and organizational performance. In addition, this
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The Nexus Between Learning Orientation and Organizational Performance of SMEs
study confirmed the significant influence of TQM practices and innovation culture as intermediate variables in strengthening the relationship between learning
orientation and organizational performance, which has not yet been verified in
Kuwait.
Findings

The results in this study revealed that learning orientation had a significant impact on organizational performance of SMEs in Kuwait. It could be observed
that TQM practices play an important role in mediating the relationship between learning orientation and performance of SMEs, as well as that innovation
culture plays an important moderating role in the same relation.

Recommendations
for Practitioners

This study provided a framework for the decision-makers of SMEs on the significant impact of the antecedents that enhanced the level of organizational
performance. Hence, owners/CEOs of SMEs should improve their awareness
and knowledge of the importance of learning orientation, TQM practices, and
innovation culture since it could significantly influence their performance to
achieve success and sustainability when adopted and managed systematically.
The CEOs should also consider building an innovation culture in the internal
environment, which enables them to transform new knowledge and ideas into
innovative methods and practices.

Recommendations
for Researchers

The results in this study highlighted the mediating effect of TQM practices on
the relationship between learning orientation (the independent variable) and organizational performance (the dependent variable) of SMEs and the moderating effect of innovation culture in the same nexus. These relationships were not
extensively addressed in SMEs and thus required further validation.

Impact on Society

This study also influenced the management strategies and practices adopted by
entrepreneurs and policymakers working in SMEs in developing countries,
which is reflected in their development and the national economy.

Future Research

Future studies should apply the conceptual framework of this study and assess
it further in other sectors, including large firms in developing and developed
countries, to generalize the results. Additionally, other mechanisms should be introduced as significant antecedents of SMEs’ performance, such as market orientation, technological orientation, and entrepreneurial orientation, which could
function with learning orientation to influence organizational performance effectively.
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INTRODUCTION
The role of small and medium enterprises (SMEs) in the economic development of industries and
developing countries is of critical significance (Manzoor et al., 2019). Globally, SMEs’ role is one of
the main instruments for economic independence (Hoque & Awang, 2019). In general, SMEs promote sustained development objectives by creating employment opportunities, promoting entrepreneurship and innovation activities, endorsing sustained industrialization, and narrowing income disparities, which are essential to eradicate poverty in developing nations (Manzoor et al., 2019).
Over the last few years, most businesses operating in Kuwait are SMEs (Alzougool, 2019). Despite
the magnanimous economic support and contribution of the governments in developing countries
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towards improvement of SMEs sector, SMEs’ performance in developing countries fall short of the
governments expectations in strengthening the national economy (Afriyie et al., 2019; AlQershi et al.,
2020; Hafeez et al., 2013; Haroon & Shariff, 2016; Lo et al., 2016; Mgeni, 2015; Peter et al., 2018).
Similarly, in Kuwait, SMEs’ contribution to its GDP is low at 3%, indicating its SMEs’ weak performance compared to other developing economies (Abu-Aisheh, 2018; Al-duwailah et al., 2019; Alzougool, 2019). Furthermore, SMEs in Kuwait contribute only 23% of the total employment, which is
two times less than the percentage of SME employment in developed economies (Abukumail et al.,
2016; Al-duwailah et al., 2019; Alzougool, 2019). This situation indicates poor growth and a high failure rate in Kuwaiti SMEs.
This weak performance is due to the country’s lack of appreciation of SMEs’ critical role in the national economy (Abu-Aisheh, 2018). Therefore, Kuwait has recently established government agencies
to support the SME sector and help entrepreneurs enhance their firms’ performance to maximize
their economic contribution (Miniaoui & Schilirò, 2017; Ramadhan & Girgis, 2018). Despite the recent entrepreneurial strategies adopted by Kuwait and the continuous efforts to improve SMEs’ performance, SMEs and entrepreneurs still face numerous challenges (Abu-Aisheh, 2018; Alhabashi,
2015; Dana et al., 2021). Therefore, these issues must be identified and resolved so that SMEs could
become a major contributor to Kuwait’s economic development.
In order to understand what weakens SMEs’ performance, many researchers have attempted to study
various factors and predictors in creating efficient models to ensure continuous improvement of
SMEs’ performance, such as entrepreneurial leadership (Nor-Aishah et al., 2020), customer relationship management (CRM) (AlQershi et al., 2020), technological capabilities (Taghizadeh et al., 2020),
knowledge management (Ferraris et al., 2019), entrepreneurial and market orientation (Mamun et al.,
2018), and supply chain network (Z. Ali et al., 2019). Although they have provided important insights, there were inconsistent results on the strength and direction of the relationships. In fact, no
systematic literature had presented an in-depth understanding of the variables affecting the SMEs’
ability to increase their performance. Due to this critical gap, the current study analyzed the existing
knowledge on the predictors of SMEs’ performance to create new models and develop theories and
dependable recommendations for effective management practices.
According to, Resource-Based View (RBV) theory, SMEs will not achieve a superior competitive
edge and performance relative to their competitors by prioritizing their tangible assets without scrutinizing and optimally harnessing their internal and intangible resources (Ratnawati et al., 2018). SMEs
in the contemporary business environment must deal with intense competitive pressure. Therefore,
SMEs must enhance their competitive abilities to ensure their survival and sustained development.
There are several approaches and strategies that SMEs can adopt to deal with continuous changes
and threats that could improve their performance and achieve sustainability (Yang, 2018). The organizational learning theory proposed that SMEs can enhance their performance and capacity by exploring and integrating new knowledge with their existing knowledge (Huang & Li, 2017). Learning orientation is crucial for organizations that should take suitable actions to adapt to the changing technology, customer demands, and multifaceted environment in order to improve overall performance
(Harvey et al., 2019).
In principle, learning orientation is an organization’s commitment and passion in enhancing an individual’s potential, knowledge, competency, and skills (Atitumpong & Badir, 2018). Beneke et al.
(2016) defined learning orientation as the fundamental values, beliefs, and practices that shape an organization’s ability to acquire, assess, share, and implement knowledge and information regarding
technological advancements, customer requirements, competitors, and changes in the marketplace.
Furthermore, learning orientation helps organizations create novel mental models and surpass the
learning frontier by exploring new methods to interpret, exploit, and translate knowledge into wellorganized practices and processes (Huang & Li, 2017). Learning orientation also aims for structure
transformation, which focuses on articulating change in an organization through continuous improvement (Mahmood et al., 2015). Thus, the extent to which learning orientation can improve
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SMEs’ performance depends on other organizational factors including total quality management
(TQM practices) that ensure continuous improvement of the whole organization.
TQM is an integrated managerial philosophy that aims to continuously improve the quality of processes and goods to achieve customer satisfaction and better organizational performance (Anil & Satish, 2016). Mehra and Rhee (2004) asserted that TQM practices are a powerful management instrument in enhancing the learning process through emphasizing teamwork and cooperative learning.
Moreover, several researchers have confirmed that implementing TQM practices could increase
SMEs’ flexibility, efficiency, and competitiveness to fulfil customer requirements and enhance organizational performance by continually improving their activities (Imran et al., 2018; Mehralian et al.,
2017; Pambreni et al., 2019; Yang, 2018). Hence, integrating learning orientation with TQM practices
could significantly affect SMEs’ performance if accompanied by innovation culture, which creates
common individual beliefs, values, and assumptions that facilitate the innovation process and enhance organizational performance (Dabić et al., 2018).
There is an uncertainty in the literature review concerning the effect of learning orientation on
SMEs’ performance (Beneke et al., 2016; Wolff et al., 2015). Hence, this study bridged the significant
literature gap in developing countries by investigating the impact of learning orientation on SMEs’
organizational performance with TQM practices and innovation culture as intermediate variables.
This study is also one of the few conducted in emerging economies that investigated the effect of
these variables in one model. Past studies have proposed that managerial issues are among the primary factors connected to SMEs’ failure in developing countries (Abdollahi et al., 2014; Haroon &
Shariff, 2016). In this regard, SMEs’ managers still struggle to deal with incompetent managerial activities that require effective managerial practices, sufficient knowledge of the principles of quality,
and innovation process, all of which significantly affect their businesses development. In light of this,
the present study revealed multifaceted theoretical and practical solutions by increasing SME managers’ awareness in developing countries about the significance of the complementary roles of learning
orientation, TQM practices, and innovation culture. These practices enable organizations to improve
their organizational performance when adopted systematically.

LITERATURE REVIEW
ORGANIZATIONAL P ERFORMANCE
The potential success of any organization, including SMEs in developing countries, depends on its
organizational performance (Ng & Kee, 2018), capacity to effectively implement activities and strategies, and the efforts toward achieving its objectives (AlQershi et al., 2020). Due to this fact, organizational performance is one of the most controversial concepts among scientists in establishing the effective factors that contribute to continuous performance improvement (Carter et al., 2018). The definitions of organizational performance vary, similar to its differing philosophies. Richard et al. (2009)
defined organizational performance as an organization’s actual output compared to its expected outputs (goals and objectives).
Moreover, organizational performance is described as the sum of activities and achievements attained by all departments within a given period (Kamau & Wanyoike, 2019). Z. Ali et al. (2019) defined organizational performance as an organization’s effective transformation of tangible and intangible resources to achieve its objectives. Therefore, organizational performance is the productivity of
its firm members determined by their revenue, earnings, development, and growth.
It could be observed that several studies have provided significant outcomes in enhancing SMEs’
performance in developing countries (Alosani et al., 2020; Bahta et al., 2020; Eniola et al., 2019; Kiyabo & Isaga, 2019). However, few studies provide effective antecedents, variables, and models that
impact SMEs’ performance, leading to their weak performance in developing countries (G. Ali et al.,
2020), particularly in Kuwait (Abu-Aisheh, 2018; Al-duwailah et al., 2019; Alzougool, 2019). SMEs in
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developing countries strive to obtain a superior competitive advantage in the national market due to
competition from international firms to remain profitable and increase their performance. Nevertheless, limited studies have identified the factors and variables that contribute to developing SMEs’ performance in emerging economies (Bannour & Mtar, 2019; Rojas-Lema et al., 2020).
As mentioned in the contingency theory, there is no performance measuring system and framework
useable for all types of organizations under all conditions; contrarily, the systems are adapted based
on the established organizational and context-specific factors (Richard et al., 2009). Therefore, business models related to SMEs should be extended by exploring specific competencies that enhance
SMEs’ performance continuously (Falahat et al., 2020). In this vein, Asemokha et al. (2019) stated
that issues related to organizational learning, managerial activities, innovation culture, and other drivers that affect SMEs’ sustainability and growth remain unresolved. Hence, the elements that increase
SMEs’ performance at all firm levels remain largely unexplored (Kafetzopoulos, 2020).
In general, past studies have developed multifaceted models to measure the effect of different variables such as learning orientation (Atitumpong & Badir, 2018; Harvey et al., 2019; Kiyabo & Isaga,
2019), TQM practices (Al-Dhaafri et al., 2016; Eniola et al., 2019; Qasrawi et al., 2017), and innovation culture (Dabić et al., 2018; Xie et al., 2016) on SMEs’ performance. Literature reviews have
shown contradicting results on the critical roles of the variables on improving the SMEs’ performance directly. Furthermore, some studies have failed to confirm the role of learning on their performance (Beneke et al., 2016; Wolff et al., 2015). Meanwhile, other studies have not found any significant impact of TQM practices in terms of involvement of people, customer focus, leadership,
and continual improvement components on SMEs’ performance (Sinha et al., 2016). Hence, more
studies should measure the impact of TQM practices on SMEs’ performance and should not stop
with the results extracted from studies applied on large firms (Sahoo & Yadav, 2020; Sila, 2018). Studies have also suggested that innovation culture does not directly affect their performance and should
play a conditional role (Ghasemzadeh et al., 2019).
Based on the literature review, researchers noted a lack of rigorous models with a continuous role in
enhancing performance due to the different contexts in which these models were applied. The performance cannot be systematically managed without understanding the context and antecedents of
SMEs. Hence, the set of variables and models should be improved and extended to offer more insights into SMEs’ growth in developing countries (Kafetzopoulos, 2020). Therefore, this study focused on assessing the role of three different managerial activities (learning orientation, TQM practices, and innovation culture) and their impact on SMEs’ financial and non-financial performance.
Financial performance is associated with an organization’s capability to yield a return or revenue and
is frequently deemed an indicator of business outcomes. In other words, it indicates the effective implementation of an organization’s business activities (Orlitzky et al., 2003). Chavan (2009) criticized
SMEs for their excessive dependence on measuring financial results and ignoring their non-financial
performance since it is the determining factor of value. Due to their excessive dependence on the
financial measures of performance, SME managers focused on past events while ignoring the true
determinants of success. The delayed nature of financial measures only provides details of past
events but not information on future performance. In fact, non-financial performance is a better indicator of an organization’s future financial performance. Besides, non-financial performance offers
insight into the link between business activities with financial results that considerably impact business performance and competitiveness. For example, the degree of customer satisfaction could indicate future cash flow that would otherwise not be available (Maduekwe & Kamala, 2016).

L EARNING ORIENTATION
Learning orientation is one of the crucial entrepreneurship weapons to ensure organizational survival
and success (Atitumpong & Badir, 2018). Furthermore, learning orientation is a mindset in creating
knowledge and an essential asset that generates an organization’s superior values that cannot be easily
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duplicated by its competitors (Pérez et al., 2019). Learning orientation is also described as an organizational approach to improve an organization’s capabilities to continuously develop its activities and
performance based on better knowledge, experience, and understanding (M. Baba et al., 2017). It encourages organizations and individuals to build their proficiency and acquire new knowledge, abilities,
and competencies. Thus, they would pursue interesting and difficult tasks that enable them to learn
from mistakes and concentrate on unfamiliar and new knowledge domains that allow them to learn
the most (Attumpong & Badir, 2018). According to, Sinkula et al. (1997, p. 309), learning orientation
is an organization’s culture that influences its inclination to structure and implement new knowledge.
Additionally, it is a value system that determines a firm’s satisfaction based on the adopted approaches by actively assessing the strategies, processes, and practices that influence their organization’s performance (Sattayaraksa & Boon-itt, 2016). This implies that short episodes of organizational training and development are insufficient, considering that learning orientation requires framing a novel organizational culture that modernizes values, conventions, principles, assumptions, and
behavior (Y. Baba, 2015; Gil et al., 2018).
In addition, learning orientation enables the top management to use their capacity to question the validity and efficiency of existing competencies, practices, and standards to improve the organization’s
performance. It also strengthens the organization’s learning norms and inspires individuals to acquire
fresh insights to increase their capacity to achieve superior performance. Thus, learning orientation
reinforces the organization’s learning behavior and transforms its climate into a more advanced market and entrepreneurial-oriented, ensuring long-lasting growth and continued existence (Gil et al.,
2018; Hussain et al., 2018; Sattayaraksa & Boon-itt, 2016).

TQM P RACTICES
TQM is a holistic management approach that enables SMEs to employ quality improvement in their
functions to produce and deliver products/services that satisfy customers’ needs in a better, faster,
safer way and with cheaper manufacturing cost relative to their competitors. This practice is achieved
through effective leadership by the organization’s top management, which aims to ensure quality
across all organizational levels (Al-Dhaafri et al., 2016; Rogo et al., 2017). The adoption of TQM
practices allows organizations to restructure their existing rules and regulations to enhance employees’ performance regarding the proficiency, effectiveness, and organizational productivity (Iqbal &
Asrar-ul-Haq, 2018).
Moreover, this approach applies quality improvements to provide a competitive edge, customer satisfaction, organizational excellence, innovative solutions, appropriate first-time attitude, and increased
output efficiency, productivity, and profitability (Anil & Satish, 2016; Gharakhani et al., 2013). Hence,
TQM practices aim to continuously develop an organization’s capacity to effectively respond to customer demand concerning product quality, innovative design, delivery speed, product value, and
price. These practices also enable organizations to handle the challenges in the market (Eniola et al.,
2019; Madanat & Khasawneh, 2017). Recently, many SME managers have adopted TQM practices to
gain customer loyalty. TQM is a preferred approach to differentiate an SME’s activities from its competitors and achieve a better outcome in an increasingly competitive environment (Sule et al., 2017).
In the literature, TQM is defined in different contexts and perspectives with no single generally accepted definition to date (Anil & Satish, 2016; Bouranta et al., 2019; Haroon & Shariff, 2016). TQM
practices are a sequence of activities involving all individuals in the quality processes that aim for
continuous improvement in production operations and techniques and ensure zero defects and customer satisfaction (Kumar et al., 2018). These practices are an integrated organizational-level philosophy to improve product quality, services, and processes to meet customer expectations. Furthermore,
it is implemented across all departments to enable all staff to meet or exceed customer requirements
and achieve greater organizational value in different markets over its competitors (Al-Ali & Abu-
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Rumman, 2019). TQM is also viewed as a management philosophy to create radical change, an unconventional philosophy in running organizations, an alternative model, or a comprehensive framework that increases their general performance (Patyal & Maddulety, 2015).
Most significantly, TQM cannot be implemented by one person; it requires all employees’ involvement to implement knowledge and work on quality products, services, and practices (Patyal & Maddulety, 2015). This inference is based on studies conducted in different countries and sectors. As
mentioned before, TQM requires all individuals’ continued participation since product and service
quality improvement require their involvement in identifying issues and improving manufacturing
processes. Specifically, the feasible ideas proposed by employees must be applied. Thus, employees
will benefit from TQM implementation since it contributes to their enrichment, development, and
training (Iqbal & Asrar-ul-Haq, 2017).
It should be highlighted that total employee involvement cannot be achieved without a solid strategic
orientation towards quality that facilitates efficient TQM implementation. Therefore, the current
study proposed that excluding learning orientation prevents implementing efficient TQM practices
(Lee & Lee, 2015). In this context, previous studies have not investigated the role of learning orientation as an effective strategic orientation in employing TQM in SMEs in developing countries. Hence,
this study attempted to bridge this significant literature gap.

I NNOVATION C ULTURE
Innovation culture is part of an organizational culture that reflects its tendency to compete or resist
innovation (Dabić et al., 2018; Sattayaraksa & Boon-itt, 2016). This fact implies that innovation is
central to organizational culture. Dabić et al. (2018) described innovation culture as a group of common values in a firm that produces the best performance by exploring new ideas and opportunities,
establishing innovative practices, encouraging innovative behaviors, and constructing infrastructure
for innovation processes. Establishing this culture creates the infrastructure and internal environment
that inspire employees to support the thoughts, processes, practices, and actions necessary for innovativeness. In other words, innovativeness occurs in a work environment that encourages the sharing
of creative and novel outcomes (Villaluz & Hechanova, 2019). Innovation culture also encourages
open communication, reduces competition between individuals, and allows decentralized decisionmaking (Himarsson et al., 2014). It fosters continuous improvements in processes and promotes responsiveness to the market requirements. Besides, organizations can outperform their competitors by
achieving desires that even customers are unaware of. This culture enables discovering new ways of
performing things, which increases the organizations’ competitive edge and innovation performance
(Hilmarsson et al., 2014).
Based on the above discussion, this study defined innovation culture as an intangible source that contributes to higher innovation levels by searching and accepting diverse opinions, creating a new way
to think and act that supports innovative ideas. This culture accepts mistakes to grow, encourages
risk-taking propensity, rewards success, allows flexible management in working hours, solves problems, encourages communication, acknowledges others’ work, and encourages team spirit.

CONCEPTUAL FRAMEWORK AND HYPOTHESES
L EARNING ORIENTATION AND ORGANIZATIONAL P ERFORMANCE
Resource Based View (RBV) demonstrates the link between learning orientation and organizational
performance. The concept argues that learning orientation contributes to developing organizational
performance by generating continuous knowledge acquisition, new organizational culture, a multifaceted social relationship, and new ideas (Ma et al., 2019; Yabs, 2017). Learning orientation encourages employees’ behavioral changes, which is an essential source of competitiveness that produces
continuous performance improvement (Mahmoud et al., 2016). Prior studies confirmed that learning
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orientation has superior outcomes, such as better growth, strong competitive advantage, high adaptability, and profitability (Atitumpong & Badir, 2018; Harvey et al., 2019; Kiyabo & Isaga, 2019). Additionally, learning orientation involves developing new vision, knowledge, and capabilities critical to a
firm’s innovation and performance level (Mahmoud et al., 2016).
Naturally, organizational performance with a significant degree of learning orientation is better than
a limited level, which is the case in a highly volatile and cutthroat business climate. Nonetheless, numerous scholars submitted that learning orientation and performance is not fully understood to date
(Beneke et al., 2016; Shariff et al., 2017; Wahab & Mahmood, 2015). Hence, there are multiple results
and perspectives on the relationship between learning orientation and organizational performance.
Many researchers have presented that learning orientation directly influences organizational performance (Kiyabo & Isaga, 2019; Lestari et al., 2018; Mantok et al., 2019; Nikraftar & Momeni, 2017;
Pérez et al., 2019). On the other hand, several studies demonstrated an indirect relation between
learning orientation and organizational performance; thus, it is worth noting that learning orientation
influences innovation, which enhances organizational performance (T-S. Lee & Tsai, 2005; Mahmoud
et al., 2016; Rhee et al., 2010).
Meanwhile, several studies have failed to establish that learning orientation directly or indirectly impacts organizational performance (Beneke et al., 2016; Nybakk, 2012; Suliyanto & Rahab 2012; Wolff
et al., 2015). Furthermore, Ebrahimi et al. (2018) investigated the impact of learning orientation on
SMEs’ performance, revealing that it does not positively influence their performance. In light of
these results, this study identified the impact of learning orientation on the organizational performance of SMEs in Kuwait. Thus, the following hypothesis is proposed:
H1: There is a positive effect of learning orientation on organizational performance of
SMEs.

TQM P RACTICES AND ORGANIZATIONAL P ERFORMANCE
The RBV theory states that an organization’s effective performance can be sustained through its
unique and intangible resources, which cannot be easily duplicated, replicated, or substituted (Homaid et al., 2015). TQM practices promote outstanding competitive advantage since they could energize an organization’s processes, practices, and rules; thus, hindering potential imitators from gathering the required resources to apply similar techniques successfully. This exceptional combination of
culture, individuals, and organizational resources ensures continuous performance development and a
sustained competitive advantage (Eniola et al., 2019). Thus, SMEs that want superior long-term performance and adapt successfully to a constantly changing environment should adopt the TQM approach (Benavides-Velasco et al., 2014).
Globally, scholars considered TQM practices a phenomenon connected to a higher level of organizational performance (Al-Dhaafri et al., 2016; Imran et al., 2018; Pambreni et al., 2019; Qasrawi et al.,
2017). Singh et al. (2018) investigated the effect of TQM practices (human resource management,
organizational leadership, strategic planning and development, customer relationship, and supplier
management) on the organizational performance of Indian SMEs and found that TQM practices
positively influence performance. This result confirmed that SMEs could achieve better results and
superior performance by implementing TQM practices. Furthermore, Eniola et al. (2019) explored
the role of TQM in SMEs’ performance in Nigeria, revealing that TQM significantly impacts their
performance. TQM also allows the firms to achieve continuous improvement in all processes, thus
producing desired outcomes. Sahoo and Yadav (2020) contended that several studies had obtained
less optimal results regarding the relationship between TQM practices with performance.
Moreover, Sila (2018) indicated a discrepancy in the findings of the impact of TQM practices on performance in various sectors. Due to this inconsistency and the limited studies investigating the effect
of TQM practices on the SMEs in the Gulf countries, particularly in Kuwait, it is vital to investigate
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the link between TQM practices and organizational performance in Kuwaiti SMEs. Thus, this study
proposed the following hypothesis:
H2: There is a positive effect of TQM practices on organizational performance of SMEs.

L EARNING ORIENTATION , TQM P RACTICES , AND ORGANIZATIONAL
P ERFORMANCE
Numerous studies had proven that learning orientation directly impacts SMEs’ performance (Kiyabo
& Isaga, 2019; Lestari et al., 2018; Mantok et al., 2019; Nikraftar & Momeni, 2017; Pérez et al., 2019).
On another note, studies also demonstrated that learning orientation directly or indirectly influences
organizational performance (Beneke et al., 2016; Ebrahimi et al., 2018; Nybakk, 2012; Suliyanto &
Rahab 2012; Wolff et al., 2015). Hence, several researchers proposed that the role of other intervening variables should be investigated to understand better the learning orientation mechanism that
could enhance SMEs’ organizational performance (Real et al., 2014; Serna et al., 2016; Vij & Farooq,
2015).
Therefore, failing to reach the targeted performance through learning orientation results from ineffective managerial practices. To be specific, applying learning orientation as the only internal resource
is insufficient to increase SMEs’ organizational performance and achieve competitive advantage
(Beneke et al., 2016; Ebrahimi et al., 2018). Management approaches such as TQM practices can be
integrated with learning orientation to create a conducive organizational environment and culture
that promotes a shared vision and commitment to learning. There is also a need to emphasize the importance of sharing knowledge and information in the whole organization and transforming them
into sound practices, procedures, and policies to attain organizational goals (Çömez & Kitapçi, 2016;
Lam et al., 2011; C-Y Lee & Lee, 2015). Learning orientation could transform organizations by focusing on continuous improvement in individual attitudes and creating a conducive culture and values
in enhancing individuals’ knowledge, skills, and capabilities (Atitumpong & Badir, 2018; Harvey et al.,
2019; Kiyabo & Isaga, 2019).
Learning orientation also creates an organizational climate that improves employees’ abilities, skills,
and desires to adopt TQM practices to achieve better performance and sustainability (Mahmood et
al., 2015; Mahmud & Hilmi, 2014). It requires the employees to improve their collective competencies, acquire the ability to learn new working methods, and abandon old habits to develop performance (Mahmood et al., 2015). TQM practices further aim to transform ideas into actual products
and services to achieve continuous excellent performance (Sahoo & Yadav, 2020). Ang et al. (2011)
argued that organizations must address learning orientation if they intend to transform from a learning organization into entities that implement TQM practices to develop their organizational performance. Based on this perspective, TQM practices can only be comprehensively implemented with the
firm’s dedication towards continuous learning (C-Y Lee & Lee, 2015).
The connection between learning orientation and TQM practices is complementary, whereby both
constructs are mutually dependent and have a synergetic effect on one another (C-Y Lee & Lee,
2015). Thus, both constructs should be implemented concurrently to achieve organizational change
and improve its performance. In order to understand the relationship between learning orientation
and SMEs performance better, various researchers recommended measuring the effect of learning
orientation on organizational performance by integrating intermediate mechanisms to strengthen
their relationship (Serna et al., 2016; Vij & Farooq, 2015). Several studies revealed that TQM practices could influence organizational performance through the role of mediation (Al-Dhaafri & AlSwidi, 2016; Imran et al., 2018). However, limited studies have investigated the mediating effect of
TQM practices in explaining the link between learning orientation and SME’s organizational performance in developing countries. Thus, the current study bridges this significant gap by investigating
the intermediary role of TQM practices in the relationship between learning orientation and SMEs’
performance in Kuwait. Consequently, the following hypothesis is posited:
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H3: TQM practices mediate the relationship between learning orientation and organizational
performance of SMEs.

L EARNING ORIENTATION , I NNOVATION C ULTURE , AND ORGANIZATIONAL
P ERFORMANCE
Learning orientation is a firm’s enthusiasm and commitment to increasing its talents, skills, and competencies by acquiring and exchanging new knowledge on market changes, customer requirements,
and competitor activities. Besides, it involves keeping up with the latest technological developments
of new products and services to ensure that they achieve better and sustained performance than their
competitors (Atitumpong & Badir, 2018). Admittedly, learning orientation is a crucial component in
the success and survival of SMEs. Nevertheless, numerous studies have demonstrated the insufficiency of solely investigating the direct impact of learning orientation on SMEs’ performance since
the findings do not provide a complete picture of the scenario (Beneke et al., 2016; Ebrahimi et al.,
2018; Mahmoud et al., 2016; Wolff et al., 2015).
RBV submits that superior organizational performance and competitive advantage depend on other
factors not limited to the firm’s assets or one of their internal resources (Kiyabo & Isaga, 2019).
Conversely, it is influenced by task context and follower characteristics (Mokhber et al., 2017) and organizational culture and characteristics (Aboramadan et al., 2019; Buccieri et al., 2019). Hence, innovation culture could be vital in developing organizational performance (Alosani et al., 2020; Dabić et
al., 2018). This culture involves the intention to be innovative and how individuals are committed to
learning new ways to do business. These impact the orientation towards creating and implementing
new ideas (Villaluz & Hechanova, 2019). This practice also involves the infrastructure that supports
employees’ innovative work behaviors, configuring the elements of the innovation process, and the
management’s commitment towards innovation (Hilmarsson et al., 2014). In addition, innovation culture consists of beliefs, systems, encouragement, the ability to protect new technological innovations,
and tolerance towards failure. In a nutshell, the core concept of innovation culture is the employees’
psychological empowerment to stimulate innovation and enhance performance (Xie et al., 2016).
Dabić et al.’s (2018) survey on 253 SMEs in Croatia showed that innovation culture is crucial in ensuring a firm’s success and significantly impacts their business performance. Furthermore, Stock et al.
(2013) demonstrated that a firm’s innovation-oriented culture considerably affects business performance via a product innovation program.
Despite the role of learning orientation as a critical factor of the success and survival of SMEs (Pérez et al., 2019; Sattayaraksa & Boon-itt, 2016), it is insufficient to merely investigate the direct impact
of learning orientation on organizational performance (Ebrahimi et al., 2018; Real et al., 2014; Serna
et al., 2016; Vij & Farooq, 2015). Past studies have examined the different predictors which stimulate
the relationship between learning orientation and SMEs’ performance. Nonetheless, there is still limited knowledge of the main effect of innovation culture on the relationship between learning orientation and organizational performance. Thus, the absence of sufficient moderator variables could be
one reason for the inconclusive results of previous studies investigating the direct effect of learning
orientation on organizational performance.
Moreover, few studies have analyzed the intermediary role of innovation culture in the relationship
between learning orientation and organizational performance in SMEs in developing countries.
Ghasemzadeh et al. (2019) have demonstrated that innovation culture plays a crucial moderating role
in linking organizational learning and innovation performance in the pharmaceutical sector. Alosani
et al. (2020) revealed that innovation culture has a partial mediating role in the Six Sigma-organizational performance relationship. Additionally, Salge et al. (2012) suggested that innovation activities
play a significant moderating role that enhances an organizations’ competency in establishing effective strategies that eventually improve organizational performance.
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Therefore, this study examined the moderating effect of innovation culture on the relationship between learning orientation and SMEs’ organizational performance since innovation culture helps in
promoting innovative strategy, receptiveness to creative ideas, and learning processes; all of which are
reflected in achieving outstanding performance (Xie et al., 2016). This study proposed a strong correlation between learning orientation and innovation culture since they could foster creativity among
employees and a sharing platform for innovative ideas. Innovation culture is a moderator that eliminates the boundaries between learning orientation and SMEs’ business performance and further
strengthens their relationship with its ability to generate entrepreneurial spirit and unite employees
towards innovative work behavior.
This situation helps increase flexibility and dynamics, and receptiveness towards the unknown. Besides, few studies have measured the moderating role of innovation culture in the relationship between learning orientation and organizational performance of SMEs. Thus, the current study bridged
this significant gap by investigating the direct impact of learning orientation that organizations can
adopt, depending on their innovation culture. Consequently, the following hypothesis is presented:
H4: Innovation culture moderates the relationship between learning orientation and organizational performance of SMEs.
The conceptual framework of this study is formed based on the results of past studies relevant to
the current variables and the RBV theory. RBV states that organizational performance is highly dependent on its existing internal resources and capabilities. This assertion is derived from the fact that
organizations can achieve superior performance than their rivals by efficiently utilizing their internal
resources. The proposed model illustrates the association between the four variables and their impact
on Kuwaiti SMEs. These variables are divided into four categories: (1) independent variable: learning
orientation; (2) dependent variable: organizational performance; (3) mediating variable: TQM practices; and (4) moderating variable: innovation culture, as shown in Figure 1. Most significantly, this is
one of the few studies that seek to determine the implications of TQM practices in SMEs as a mediating variable and innovation culture as a moderator in the relationship between learning orientation
and organizational performance to gain a better insight into it.

Innovation
Culture

Learning

H1

H4

Organizational
Performance

Orientation

H2

TQM practices

H3

Figure 1. Conceptual Framework

157

The Nexus Between Learning Orientation and Organizational Performance of SMEs

METHODOLOGY
This study performed an extensive review of conceptual frameworks that were used in previous empirical studies which related with SMEs’ organizational performance. Subsequently, the present study
proposed a new conceptual model that integrates four crucial constructs (learning orientation, TQM
practices, innovation culture, and organizational performance), which aims to address the weakness
of SME’s organizational performance of in developing countries. This study also employed a quantitative approach, and the structural model was tested using PLS-SEM. In order to verify the conceptual model, the data for Kuwaiti SMEs was gathered by administering a survey questionnaire written
in Arabic and English. A five-point Likert scale ranging from “strongly disagree” to “strongly agree”
was used. The questionnaire was designed using uncomplicated and straightforward terms to provide
comprehensible questions and for the respondents to answer based on their perspectives.
The survey items were adapted from previous studies to ensure content validity, and minor modifications were made when necessary. Furthermore, the measurement scale from Sinkula et al. (1997) was
adopted in the context of the present study and used to measure learning orientation. On another
note, the measures for TQM practices were adopted from Sahoo and Yadav (2017), while the scales
for innovation culture were based on Cormican and O’Sullivan (2004). The items for measuring organizational performance were adopted from Fang et al. (2014) and Flynn et al. (2010).
The SMEs were selected with the assistance of the government agencies involved in promoting the
socio-economic development and growth of entrepreneurs in Kuwait (Ministry of Commerce and
Industry and Kuwait National Fund for SME Development). The targeted population was the owners and CEOs of SMEs registered in the Ministry of Commerce and Industry in Kuwait, and they
were selected using a random sampling method. The researchers distributed a total of 500 questionnaires using both online survey and paper-based questionnaires through a face-to-face survey. 392
questionnaires were returned, with 384 useable questionnaires after data cleaning. The data were initially analyzed using the Statistical Package for the Social Sciences (SPSS) to address the problems
concerning missing values, outliers, and non-normality. Smart Partial Least Squares (PLS) 3 was then
used to carry out the primary analysis. Finally, assessment of the measurement model considered the
values for reliability and validity while the hypotheses were tested using a bootstrapping method to
determine the significance of the proposed relationships.

RESULTS
Data analysis was conducted using the PLS-SEM technique with the Smart PLS version 3.3.2. Subsequently, a two-stage approach was employed to test the hypotheses of the study. In the first stage, the
measurement model was used, which comprised convergent and discriminant validity. Once the validities were confirmed, the hypothesis testing of the structural model was performed. Convergent
validity indicates when a particular item measures a latent variable that it is supposed to measure
(Hair et al., 2017). The parameters assessed in the convergent validity test are loading, average variance extracted (AVE), and composite reliability (CR). The value of loadings should be ≥ 0.5, the
AVE should be ≥ 0.5, while the CR should be ≥ 0.7. Table 1 shows that all values for loadings,
AVEs, and CRs are higher than the threshold values recommended by Hair et al. (2017), thus confirming that the convergent validity in the current study has been established.
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Table 1. Convergent Validity
Construct

Item

Loading

CR

AVE

Learning Orientation (LO)

LO1

0.924

0.958

0.821

LO2

0.950

LO3

0.898

LO4

0.802

LO5

0.947

TQM1

0.911

0.963

0.837

TQM2

0.925

TQM3

0.911

TQM4

0.925

TQM5

0.904

OP1

0.906

0.969

0.864

OP2

0.951

OP3

0.936

OP4

0.911

OP5

0.942

IC1

0.926

0.977

0.896

IC2

0.949

IC3

0.951

IC4

0.941

IC5

0.965

TQM practices

Organizational Performance (OP)

Innovation Culture (IC)

Figure 2 presents the measurement model of the study where learning orientation is the independent
variable, organizational performance is the dependent variable, TQM practice is the mediating variable and innovation culture is the moderator. All variables contain five items each. The above measurement model confirms that the values of the factor loading for all the items are above 0.7 which
means that all the items are perfectly loaded on their respective construct.
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Figure 2. Measurement Model
The discriminant validity presented in Table 2 follows Fornell and Larcker’s (1981) suggestion,
whereby the square root of AVE for each construct must be greater than the correlation coefficient
of the constructs presented in the model. Hence, this condition has been satisfied.
Table 2. Discriminant Validity
IC

LO

OP

IC

0.947

LO

0.139

0.906

OP

0.910

0.139

0.930

TQM practices

0.221

0.169

0.216

TQM

0.915

STRUCTURAL MODEL
Bootstrapping was performed to obtain the t-values, and the results of the hypotheses examining the
direct and indirect relationships are presented in Table 3. The results showed that learning orientation
has a considerable effect on organizational performance with p < 0.035, and TQM practices significantly affect organizational performance with p < 0.000. The result also indicated that TQM practices mediate the effect of learning orientation on organizational performance with p < 0.011.
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Table 3. Direct and mediated relationships
Relationship

Beat

SE

T Statistics

P Values

H1: LO -> OP

0.107

0.051

2.116

0.035

H2: TQM practices -> OP

0.201

0.050

4.044

0.000

H3: LO -> TQM practices -> OP

0.034

0.013

2.567

0.011

Figure 3. Structural Model
Figure 3 illustrates the structural model of the current study. The model shows the direct relationship
between learning orientation and organizational performance. It also depicts the indirect relationship
of learning orientation with organizational performance through the mediation of TQM practices.

RESULT FOR MODERATION
This study also used the bootstrapping technique to test the moderating effect. H4 suggested that innovation culture moderates the link between learning orientation and organizational performance in
Kuwaiti SMEs. The results in Table 4 show that the moderation effect is significant with p < 0.027,
and hence the hypothesis is supported.
Table 4. Result for Moderation
Relationship

Beat

SE

T value

P Values

H4:LO OP (Moderator IC)

0.040

0.018

2.221

0.027
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DISCUSSION OF THE FINDINGS
The empirical findings of this study showed that organizational performance is positively affected by
learning orientation at the 0.05 level of significance (β=0.107, t= 2.116, p<0.035). Therefore, (H1) is
supported. This result is consistent with those obtained by earlier studies (Kiyabo & Isaga, 2019; Lestari et al., 2018; Mantok et al, 2019; Nikraftar & Momeni, 2017; Pérez et al., 2019) which have proven
that learning orientation is fundamental for the continuous development of SMEs performance in
the background of a multifaceted environment. Kiyabo and Isaga (2019) made an inference based on
the data gathered from 300 owners and managers of SMEs that learning orientation is one of efficacious strategic orientations that have a significant influence to create competitive advantage that promotes SMEs’ performance. Similarly, Pérez et al. (2019) have shown the strong impact of learning
orientation on the business performance of micro and SMEs business performance and suggested
that the top management of these firms should commit to learning processes in order to be able to
create superior competencies and to be more competitive; however, they have to first review their
current method of learning.
H2 tested the TQM practices-organizational performance relationship, which is supported by the
empirical outcomes at a 0.05 level of significance (β = 0.201, t = 4.044, p < 0.000). Thus, H2 is confirmed. This finding is consistent with the studies that suggested TQM practices as a holistic managerial approach that beneficially impacts SMEs’ performance (Al-Dhaafri et al., 2016; Imran et al., 2018;
Pambreni et al., 2019; Qasrawi et al., 2017). To elaborate, G. Ali et al. (2020) conducted a study on
393 owners and managers to analyze the joint influence of entrepreneurial orientation, market orientation, TQM practices, and SMEs’ organizational performance in Saudi Arabia. It was discovered that
the impact of TQM practices is greater than the effect of entrepreneurial orientation and market orientation in enhancing organizational performance and development of Saudi Arabian SMEs.
Similarly, Hilman et al. (2019) revealed that TQM practices significantly influence SMEs’ performance in Riyadh, Mecca, and Eastern Saudi Arabia regions. The researchers also demonstrated that
TQM practices could ensure a constant quality improvement in processes and employees’ efforts to
achieve the expected results. Thus, TQM is a critical component that ensures the success of any business operating in a constantly changing environment. This approach enables SMEs to cope with
changes in customer needs, production volume, and innovation. As mentioned above, most studies
have proven the strong impact of learning orientation on SMEs’ performance (Kiyabo & Isaga,
2019; Lestari et al., 2018; Mantok et al., 2019; Nikraftar & Momeni, 2017; Pérez et al., 2019).
Despite this fact, other researchers urged for more research to gain better insights into the association of learning orientation with performance, especially in developing countries, by introducing
strong mediation mechanisms that enhance the relationship between learning orientation and performance (Real et al., 2014; Serna et al., 2016; Vij & Farooq, 2015). In this context, the current study
combined the role of TQM practices with the link between learning orientation and organizational
performance to understand the mechanism behind the role of learning orientation in strengthening
SMEs’ organizational performance. The findings in this present study showed that TQM practices
play a vital mediating role in the link between learning orientation and SMEs’ organizational performance at a 0.05 level of significance (β = 0.034, t = 2.567, p < 0.011). Therefore, H3 is accepted.
This result is consistent with C-Y Lee and Lee (2015), who showed that TQM practices significantly
and positively impact business performance, thus enhancing its intermediary role in the relationship
between organizational learning with business performance. Finally, to strengthen the association of
learning orientation with SMEs’ performance and deal with the differences in the direct influence of
learning orientation on organizational performance, this study examined the moderating role of innovation culture between learning orientation and organizational performance. This study revealed
that the outcome of H4 is significant at a 0.05 level of significance (β = 0.040, t = 2.221, p < 0.027),
and thus, H4 is supported. This result further confirmed previous studies that have demonstrated the
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decisive role of innovation culture as an intervening variable that develops organizational performance (Alosani et al., 2020; Ghasemzadeh et al., 2019) and an internal environment that improves
employee work behavior to learn and innovate continuously.

CONCLUSION
Kuwait is a developing country and has recently increased the role of SMEs due to its importance in
diversifying the sources of national income, providing job opportunities, and embracing innovative
practices. Therefore, this study contributed to the current literature on SMEs by identifying the significant factors, namely learning orientation, TQM practices and innovation culture, and their impact
on SMEs’ organizational performance. As a relatively new concept, learning orientation has not been
fully understood in developing countries such as Kuwait. Contrasting scholars’ opinions and research
findings regarding the direct impact of learning orientation on SMEs’ performance has made it necessary to examine and bridge the gap between the mutual influence of learning orientation and other
variables, such as TQM practices and innovation culture.
The results indicated that the SMEs in Kuwait considered learning orientation a significant component of their businesses with a pronounced effect on their performance. The results also proposed
that learning orientation, TQM practices, and innovation culture improved organizational performance. These three major abilities caused SMEs to acquire and utilize new knowledge and adapt continuously to environmental change. Hence, learning orientation and TQM practices should stimulate
an organization’s processes to develop SMEs’ performance in Kuwait. This practice could be performed by creating an organizational culture where innovation and openness to new ideas become an
integral part of business strategy. In conclusion, SMEs that focus on continuous learning and systemically managing their activities could attain better performance over firms that disregard such approaches. Therefore, the conceptual model has made significant theoretical and practical contributions to the existing knowledge on SMEs’ performance.

THEORETICAL CONTRIBUTIONS
The research model proposed in this study has provided greater insight into the association of learning orientation, TQM practices, and innovation culture with SMEs’ organizational performance. This
study discussed the mediating role of TQM practices and the moderating role of innovation culture
in the relationship between learning orientation and organizational performance, as presented in Figure 1. In terms of theoretical implications, this study had extended the body of knowledge by highlighting the positive and direct role of learning orientation on SMEs’ performance and responding to
the demand to examine this relationship. This need is due to the beneficial impact of learning orientation on organizational performance in developing countries, which remains unclear and should be
studied extensively (Beneke et al., 2016; Harvey et al., 2019; Kiyabo & Isaga, 2019; Wolff et al., 2015).
Secondly, this study contributed to the existing literature and is a pioneer study that investigates the
mediating role of TQM practices on the relationship between learning orientation and organizational
performance in SMEs, which have not been given the deserved academic attention. Therefore, this
study increased the understanding of the association between learning orientation and organizational
performance and how learning orientation brings firms toward success. Besides, this study contributed to the RBV theory by highlighting learning orientation as a vital internal source that harnesses
all the internal competencies to achieve excellent outcomes. Thirdly, the current study contributed by
examining the role of innovation culture as a moderator variable on the nexus between learning orientation and organizational performance and emphasized the role of learning orientation in creating
the internal environment that stimulates innovativeness, resulting in performance improvement and
effectiveness.
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PRACTICAL CONTRIBUTIONS
The outcomes of this study offer new insights to the owners/managers of SMEs about the significant of learning orientation in helping firms acquire knowledge and share this knowledge amongst
employees in order to successfully implement them; it would also help the owners/managers of
SMEs to create an environment that aims to continuously evaluate their operations and activities and
thus makes it possible for them to abandon the adoption of current and old methods. The findings
of the current study confirmed that learning orientation and TQM practices have a complementary
relationship.
Together, they produce better SMEs performance by emphasizing the commitment to learning and
developing continuous improvement in processes, capabilities, and performance, and thus this association should be encouraged. This practice is possible by creating an organizational culture where innovation and receptiveness to new ideas are an integral part of firm orientations and strategies. Innovation culture can help firms maximize the benefits of learning orientation in product and process
innovation. Therefore, SMEs that focus on learning orientation and innovation culture are expected
to perform better than those that do not.

LIMITATIONS AND FUTURE RESEARCH
The present study constructed a specific model for Kuwaiti SMEs. In order to generalize the findings
of this study, future research must study this particular framework against the backdrop of other
countries and industries. In this specific study, the model considered only TQM practices and innovation culture as the intervening variables to understand their effective role in the association of learning orientation with SMEs performance.
Nonetheless, there are other mechanisms, for instance, market orientation, technological orientation,
and entrepreneurial orientation, that could function together with learning orientation to influence
organizational performance. Future researchers should include these variables in their investigations
to better understand the effective predictors that can efficiently develop organizational performance.
Ultimately, a longitudinal study could produce a better conclusion.
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