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This study aims to examine the effects of entrepreneurial orientation and learning
mechanisms on business performance, considering the mediating role of knowledge-
based dynamic capabilities in restaurants in Mashhad. This applied study employed a
descriptive—correlational design. The statistical population consisted of food service
businesses in Mashhad, from which 190 managers were selected using convenience
sampling. Data were collected through standardized questionnaires measuring
entrepreneurial orientation, learning mechanism, knowledge-based dynamic
capabilities, and performance. Structural equation modeling based on partial least
squares was conducted using SPSS and SmartPLS software. The results indicated that
entrepreneurial orientation had no significant direct effect on performance (t=1.66) but
significantly influenced learning mechanism ($=0.503, t=10.84) and knowledge-based
dynamic capabilities (B=0.587, t=13.88). Learning mechanism did not directly affect
performance (t=1.59) but had a significant positive effect on knowledge-based
dynamic capabilities (p=0.314, t=6.07). Knowledge-based dynamic capabilities
strongly and significantly affected performance (=0.641, t=7.66). Moreover, the
mediating role of knowledge-based dynamic capabilities in the relationships between
entrepreneurial orientation and performance (f=0.376) and between learning
mechanism and performance (8=0.201) was confirmed. The findings demonstrate that
entrepreneurial orientation and learning mechanisms enhance performance primarily
through strengthening knowledge-based dynamic capabilities, highlighting these
capabilities as the core driver of sustainable competitive advantage in food service
businesses.

Keywords: Entrepreneurial Orientation; Learning Mechanism; Knowledge-Based
Dynamic Capabilities; Performance; Business Sustainability
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Extended Abstract

Introduction

In contemporary business environments characterized by accelerated technological change, market
turbulence, and intensifying competition, achieving sustainable performance has become increasingly
complex. Organizations are no longer able to rely solely on static resources or traditional managerial
approaches; instead, they must cultivate adaptive strategic orientations and dynamic internal capabilities
that allow them to continuously realign with environmental conditions (Fuentelsaz et al., 2024; Hanaysha &
Al-Shaikh, 2024). Recent empirical and theoretical work emphasizes that firms capable of rapidly
identifying opportunities, absorbing new knowledge, and reconfiguring resources demonstrate superior
long-term performance and resilience (Feranita et al., 2025; Nguyen et al., 2024). Within this context,
entrepreneurial orientation has emerged as a critical strategic posture reflecting an organization’s
propensity for innovation, proactiveness, and risk-taking, which collectively shape how firms explore and
exploit emerging opportunities (Garcia-Villaverde et al., 2017; Mamun et al., 2018).

However, prior research has produced mixed findings regarding the direct relationship between
entrepreneurial orientation and firm performance. While many studies report a positive association (Saeed
et al., 2014; Talari et al., 2021), others suggest that this relationship is contingent upon organizational and
environmental conditions (Huang et al., 2022; Lisboa et al., 2016). This inconsistency indicates that
entrepreneurial orientation alone may be insufficient to guarantee superior outcomes unless it is embedded
within appropriate organizational processes. In this regard, organizational learning has been identified as
a foundational mechanism through which firms generate, disseminate, and apply knowledge, thereby
enabling continuous improvement and strategic renewal (Gawke et al., 2019; Real et al., 2014). Learning-
oriented organizations are better equipped to interpret environmental signals and adjust operational
routines, particularly in volatile markets (Conboy et al., 2019; Scholten et al., 2019).

The effectiveness of entrepreneurial orientation and learning processes is further conditioned by
the presence of dynamic capabilities, particularly those grounded in knowledge. Dynamic capabilities
represent the firm’s capacity to integrate, build, and reconfigure internal and external competencies in
response to changing environments (Scheuer & Thaler, 2022; Wang & Ahmed, 2014). Knowledge-based
dynamic capabilities, in particular, facilitate opportunity recognition, innovation development, and
resource orchestration, serving as a bridge between strategic intentions and tangible performance
outcomes (Cheng et al., 2016; Han & Li, 2015). Extensive empirical evidence confirms that dynamic
capabilities significantly influence firm performance across industries and contexts (Norouzi et al., 2022;
Nosratpanah et al., 2025; Pezeshkan et al., 2016).

These relationships are especially salient in low-technology and service-based industries such as
the food and hospitality sector, where firms face rapid shifts in consumer preferences, intense competition,
and limited opportunities for formal R&D investment (Nasehifar et al., 2019; Protogerou et al., 2014). In such
environments, performance advantages stem primarily from managerial agility, knowledge utilization,
and continuous learning rather than technological breakthroughs (Chien & Tsai, 2021; Zare et al., 2024).
Moreover, evolving social influence patterns and networked consumption behaviors have amplified
market volatility, placing additional pressure on firms to strengthen their adaptive capabilities (Shah &
Asghar, 2023).

Although prior studies acknowledge the importance of entrepreneurial orientation, learning, and
dynamic capabilities individually, limited research has examined their joint configuration within a single
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integrative model, particularly in service industries. Recent work suggests that dynamic capabilities often
operate as mediating mechanisms linking strategic orientations to performance (Feranita et al., 2025;
Nguyen et al., 2024; Scheuer & Thaler, 2022). Nevertheless, empirical validation of this framework in the
context of food service businesses remains insufficient, creating a significant gap in the literature.

Methods and Materials

This study employed an applied, descriptive—correlational research design. The statistical
population consisted of medium and large food service businesses operating in Mashhad. From 380
registered establishments, 190 managers were selected through convenience sampling. Data were
collected using standardized questionnaires measuring entrepreneurial orientation, learning mechanisms,
knowledge-based dynamic capabilities, and organizational performance.

The measurement model was evaluated for reliability and validity prior to hypothesis testing.
Cronbach’s alpha coefficients, composite reliability indices, and average variance extracted were
calculated to ensure internal consistency and construct validity. Structural equation modeling using partial
least squares (PLS-SEM) was applied through SmartPLS software. This approach was selected due to the
non-normal distribution of the data and the suitability of PLS for complex models with relatively small
sample sizes.

Findings

The analysis demonstrated that entrepreneurial orientation did not have a statistically significant
direct effect on organizational performance. However, entrepreneurial orientation exerted a strong and
significant positive effect on learning mechanisms and knowledge-based dynamic capabilities. Learning
mechanisms also significantly enhanced knowledge-based dynamic capabilities but did not directly
influence performance.

Knowledge-based dynamic capabilities displayed a robust and statistically significant effect on
performance. Furthermore, mediation analysis confirmed that knowledge-based dynamic capabilities fully
mediated the relationship between entrepreneurial orientation and performance, as well as between
learning mechanisms and performance. The indirect effect of entrepreneurial orientation on performance
through dynamic capabilities was substantial, while the indirect effect of learning on performance was
also significant.

These results indicate that the performance benefits of entrepreneurial orientation and
organizational learning are realized primarily through the development of knowledge-based dynamic
capabilities rather than through direct pathways.

Discussion and Conclusion

The findings highlight the central role of knowledge-based dynamic capabilities as the primary
engine translating strategic intentions and learning processes into tangible performance outcomes.
Entrepreneurial orientation and learning mechanisms function as foundational inputs, but without the
organizational infrastructure to transform knowledge into adaptive action, their impact on performance
remains limited.

The absence of a direct relationship between entrepreneurial orientation and performance
underscores the importance of organizational transformation mechanisms. In volatile service
environments such as the food industry, success depends less on the presence of entrepreneurial behaviors
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and more on the organization’s capacity to institutionalize those behaviors into flexible routines, decision
systems, and knowledge processes.

Similarly, the lack of a direct effect of learning on performance suggests that knowledge
accumulation alone does not guarantee competitive advantage. Only when learning becomes embedded
within dynamic capabilities that enable opportunity recognition, resource reconfiguration, and continuous
innovation does performance improvement occur.

Overall, the study confirms that sustainable performance emerges from an integrated system in
which entrepreneurial orientation stimulates learning, learning cultivates dynamic capabilities, and
dynamic capabilities ultimately drive performance. This sequential logic provides a coherent explanation
for why many organizations struggle to convert strategic ambition into consistent results and highlights
the managerial priority of capability development.

These findings offer valuable insights for managers in service industries facing volatile demand
conditions and limited technological leverage. By focusing on building robust knowledge-based dynamic
capabilities, firms can enhance their strategic flexibility, strengthen market responsiveness, and achieve
more stable performance trajectories even in uncertain environments.
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