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Abstract
This paper examines the relationship between business environment, competitiveness and
firm performance considering a survey data from three consecutive years: 2013–2015. The
comparative analysis showed that over these years business environment, competitiveness
and firm performance of Finnish SMEs are slowly deteriorating. Results from correlation
analysis revealed that business environment, competitiveness and firm performance are positively correlated. However, the relationships between these variables are not consistent in
respect to competitive priorities indicating a dynamic nature of cost, quality, time, and flexibility dimensions. Besides these findings our analysis acknowledged that to improve firm
performance, irrespective to the choice of competitive priority, SMEs should pay more attention to their competitiveness rather than blaming the business environment. The paper
concludes that simultaneous use of competitive priority dimensions might be more favorable as a source of competitiveness and competitive advantage to improve firm performance.
However, the managers are encouraged to compare the results, findings and concepts presented in this paper among themselves and comprehend the specific answer to the question
posed in the title.
Keywords
business environment, competitiveness, firm performance, competitive priority, sustainable
competitive advantage.

Introduction

adapt to the changing business environment through
strategic change. In business practices the strategic
changes are highly influenced by competitive priorities namely cost, quality, time and flexibility. Irrespective of the business environment a firm competes in the market place through competitiveness
which is assumed to be gained either through tradeoff between the dimensions of competitive priority
or through cumulative use of competitive priority dimensions. Here, we define cumulative use as to enhance multiple capabilities concurrently [6, pp. 12]
in other words simultaneous use of competitive dimensions i.e. multi focus competitive strategy. Both
thoughts are equally emphasized in literature [e.g. 6–
10]. Also, literature on strategy has emphasized com-

Literature in operations strategy has emphasized
business environment and competitiveness as a prime
suspect of firm performance. Here, business environment refers to the external business uncertainty [1]
meaning how private investor and business developer perceive business environment for investment and
business development while competitiveness refers to
the ability of a firm to gain better sales and market
share, lower cost, higher productivity and profitability [2] in comparison to its competitors. To remain
competitive, survive and grow in a rapidly changing
environment, a firm needs to be adaptive to the environmental change [3, 4]. According to [5] a firm can
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petitive priority not only as a source of competitive
advantage [11] but also as an effective tool in managing rapidly changing business environments [7]. Business environment, competitiveness, competitive priority, and firm performance are therefore interesting to business practitioner and academic researcher.
Previous empirical findings have also revealed links
between business environment and firm performance
and claimed that the choice of competitive priorities significantly affects business performance [12–
15]. Questions like: Does the relationship between
business environment, competitiveness and firm performance vary with the choice of competitive priority? and – How does the competitive priority over
time impact the relationship between business environment, competitiveness and firm performance? has
however been given limited importance in current literature. In addition we argue that cumulative use of
cost, quality, time, and flexibility dimensions is more
favorable as a source of competitiveness and competitive advantage to improve firm performance. According to [16] the relationship between competitive
priorities and firm performance can be better understood by considering longitudinal data; also the competitive priorities (cost, quality and time) are multidimensional construct and shows complex dynamic hierarchy over time [17]. Therefore, in this study,
we examine the relationship between business environment, competitiveness and firm performance in
the context of competitive priority considering survey data from 2013–2015.
The objectives of this exploratory study are: to
identify the relationship between business environment, competitiveness and firm performance, and to
identify the hierarchy of importance between competitiveness and business environment for improving
firm performance. For the purpose perceptual data
collected by Collector Bank Ab (a credit company, formerly known as Collector Finland Oy) from
Finnish SMEs are considered in this research. Also this research believes that managers’ perceptions
are sufficient indicators to investigate the relationship between business environment, competitiveness
and firm performance and hence to understand the
impact of competitive priority over time in the relationship between these variables. This research aims
to contribute the literature in operations strategy
and shed light on the importance of business environment and competitiveness on firm’s performance.
Also the research aims to provide guidelines for managers in reviewing and selecting competitive priority
in regards to changing business environment in order
to improve firm’s competitiveness and performance.
The paper specifically tries to answer the question
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raised in the title; however, the managers are encouraged to compare the results, findings and concepts presented in this paper among themselves and
comprehend specific answer to the question posed in
the title.

Literature review and hypothesis
The basic model of this research is presented
in Fig. 1, which illustrates the relationship between
business environment, competitiveness and firm performance.

Fig. 1. Research concept.

In this model business environment is linked to
competitiveness and firm performance. We hypothesize that business environment is positively linked
to firms’ competitiveness and realized firm performance. Likewise, we also hypothesize that firms’
competitiveness is positively linked to firm performance. The concepts included in this research
(Fig. 1, above) are discussed in detail as follows:
Business environment and competitiveness
In the literature competitiveness has been defined
at three different levels: firm, industry, and national
or regional level [18]. Competitiveness at firm level
is the ability of a firm to design, produce and market its products at a competitive price and quality in
comparison to its competitors with reasonable profit [19]. Industrial competitiveness can be defined as
the overall performance of a firm in comparison to
its competitors within the industry [20, 21]. Similarly, national competitiveness can be defined as a
nation’s capability to maintain an advantageous position in the global market in the long run by means
of key industrial area [22]. According to [23, p. 58]
competitiveness is relative and not absolute. It depends on shareholder and customer values, financial
strength which determines the ability to act and react within the competitive environment and the potential of people and technology in implementing the
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necessary strategic changes. Competitiveness is not
only growth or economic performance but should also consider factors like business environment, quality
of life, technology, and knowledge. The above mentioned factors have been termed soft factors of competitiveness by [18].
Following these definitions of competitiveness it
is imperative that competitiveness and business environment are complementary to each other. Consequently, theories like resource based view and institutional theory asserts that business environment
and competitiveness are interdependent. After all it
is resources and capabilities that help to maintain
differentiation in market and determine competitive
positions and competitiveness. According to [24] resources, market conditions, and industry network influence competitiveness. According to [22] demand
conditions, factor input conditions, firm’s strategic
context and related industries constitute the microeconomic business environment which ultimately affects productivity that determines competitiveness.
Innovation, knowledge and conditions of the business
environment are related to competitiveness [25].
Due to the changing nature of the business environment companies are forced to change their competitive capabilities. Quality has for example become
more important than cost and economies of scale
has shifted to economies of scope [26]. Firms’ internal resources are however in many cases insufficient to meet the needs of changing business environments and exploit new opportunities. Under such
circumstances competing and cooperating relationships among firms is important to improve competitiveness [24]. According to [27] in complex and uncertain environments innovation capability enhances
competitiveness. In comparison to large firms SMEs
are more affected by the external environments which
influence their competitiveness [28]. The theoretical
arguments discussed above strongly suggest a positive influence of business environment on a firm’s
competitiveness. Based on this discussion we propose
the following hypothesis:
H1: Business environment is positively related to
competitiveness
Competitiveness and firm performance
The resource based view of the firm has emphasized that sustainable competitive advantage is
the result of resources and organizational capabilities that are valuable, rare, inimitable and nonsubstitutable [29]. Such resources and organizational
capabilities not only make firms operations efficient
[30] but they also make a firm competitive in the
market. Therefore, the relationship between firms’
Volume 7 • Number 1 • March 2016

competitiveness and firm performance has been examined in terms of different organizational capabilities as for example: knowledge management [31, 32],
use of modern technology, innovation capability [33,
34], organizational learning [35], marketing capability [36], and many more. According to [22] a firm
can improve its organizational performance and consequently its competitiveness either through low cost
or differentiated products. All these different views
on sources of competitiveness not only indicate that
competitiveness is a multidimensional construct but
also show that the majority of researches dealing
with the impact of competitiveness on firm performance are indirectly expressed in the literature. Furthermore, a large body of literature has shown that
organizational capabilities enhance a firm’s competitiveness which has significant influence on firm performance [e.g. 37–39]. According to [40] innovative
use of cross-functional teams leads to better operational performance. There are also extents of literature that show mixed results; for example in their
study [41] found that innovation was weakly linked
to sales. In a similar manner, [42] found no relationship between information technology capability and
firm performance; according to the authors similar
studies in previous years have obtained a positive
link between information technology and firm performance. Thus it is reasonable to say that different
resources and capabilities signify the competitiveness
which ultimately defines firm performance. According to [43] competitive price, wide product range,
better distribution and marketing are the key terms
to define competitiveness. However, competitiveness
is a means through which a firm can improve its performance. Based on this discussion we propose the
following hypothesis:
H2: Competitiveness is positively related to firm performance.
Business environment and firm performance
In the literature business environment has been
defined in various forms for example [44] defines business environment as managerial perception of decision making and defining firm’s objective where
information flows from business environment while
[45] defines business environment as social and physical factors which needs to be taken into account
in decision making. However, firms are environment
dependent and serve the environment within which
they operate [46, 47]. This means that the strategic process adopted by a firm is determined by the
nature of the firm’s operating environment [48] and
performance is the result of the interaction between
a firm and its operating environment [49]. Literature
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in the school of contingency management has emphasized the role of business environment on firm performance [e.g. 50–53]. Likewise, some authors have argued that a firm with better environmental fit shows
higher performance in comparison to firms with lower environmental fit [54, 55]. Here, environmental fit
is intended to convey a sense of matching between
a firm and the business environment [56]. However, firms operating in the same business environment and within the same industry may perceive
identical environments differently [55]. Because of
this difference in environmental perception individual firms react differently and show different adaptive
patterns [3] and subsequent performance. In other
words, business environment and strategy adoption
are linked to firm performance and has been one of
the core research topics in strategic literature [57]. At
the same time the effectiveness of a strategy adopted
by a firm depends on characteristics of the business
environment [58]. Hence, to survive, compete and
grow a firm needs to align itself with the changing
environment [3, 4] because business environment influences strategic choice and affect firm performance.
Also this view is supported by [59] and says earning
of long term profits are inherent in external environment. This indicates that business environment is
an important antecedent of firm performance. Therefore, we hypothesize that:
H3: Business environment is positively related to firm
performance.

Methodology
Measures
The survey questionnaire contained 27 items.
However, we limited ourselves to items directly related to the scope of this research. This research did
not consider the traditional indicators of competitiveness (e.g. growth rate, innovation, market share,
technology etc.), business environment (complexity,
dynamism, munificence) and firm performance (e.g.
return on assets, return on investment, profit margin, net profit etc.). However, the considered indicator for each variable encapsulates how the evolutions
of traditional indicators are perceived by survey respondent. All constructs were measured on five point
Likert scale i.e. 1= strongly disagree to 5= strongly agree. The reliability coefficient Cronbach alpha
found to be 0.780 (2013), 0.797 (2014), and 0.812
(2015) thus provides the satisfactory level of reliability. In a similar manner the competitive priorities
(cost, quality, time, and flexibility) were measured
with the question: -What is the most important factor of success in your field / of the competitive ad80

vantage generated? And the respondents were asked
to choose the best match according to their strategic
focus. This is because the strategic weight given by
a firm to a competitive priority not only reflects the
degree of emphasis provided to either of the competitive priorities [12] but also the strategic orientation
[60]. The different measures considered for this research are as outlined below:
Competitiveness
In literature there exist a number of variables to
measure competitiveness as for example: productivity, financial performance and non-financial performance. According to [61] productivity and competitiveness has often been wrongly interpreted in literature and used interchangeably. The authors provide
a clear distinction between these two terms and say
that productivity is the firm’s internal capacity while
competitiveness represents the position of a firm in
respect to its competitors. Referring to the European
Management Forum 1984 [62, p. 176] defines competitiveness as the immediate and future ability of, and
opportunities for, entrepreneurs to design, produce
and market goods worldwide whose price and nonprice qualities form a more attractive package than
those of foreign and domestic competitors. Competitiveness is a resource intensive process which makes it
difficult to measure [63], also competitiveness cannot
be measured through single measure [62]. Therefore,
instead of using commonly used financial and nonfinancial measures of competitiveness in the survey
we asked respondent to express their perception on
firm competitiveness in general. For the purpose of
this paper we considered the following measures in
capturing the firm level competitiveness.
• How do you perceive your competitiveness?
• How has your competitiveness changed in the last
five years?
• How do you expect your competitiveness to change
in the following year?
Business environment
In [13] authors has emphasized the importance
of perceived business environment; according to the
authors strategic behavior of a firm is influenced
by managerial perception of the business environment. Likewise, [1] also has highlighted the importance of perceived business environment in investment decisions. Following this argument, we measured business environment through managerial perception. The different measures of business environment considered in this research are as follows:
• How do you perceive the business environment for
SMEs in Finland?
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• How has the business environment changed in the
last five years?
• How do you expect the business environment to
change in the following year?
Firm performance
Firm performance can be measured either
through financial or non-financial measures. However, performance measures like return on investment,
profit margin, sales and market share are not appropriate in comparing inter-firm performance due to
different firm sizes and accounting principles. Therefore, self-perceived firm performance better reflects
firm performance [64]. Hence, in this study instead of
following traditional financial and non-financial measures of firm performance we measure firm performance through managerial perception. The different
measures of firm performance considered in this research are as follows:
• How is your company’s financial situation at the
moment?
• How has your company’s financial situation
changed in the last few years?
• How do you expect your financial situation to
change in the following year?
Sample and data collection
Finnish SMEs are the source of primary data for
this research. The data has been collected by the
credit company Collector Bank Ab in the first half of
each year during the time period 2013–2015 through
online survey. The questionnaires were developed by
Collector Bank Ab themselves and include considerable details on the features of business environment,
competitiveness and firm performance. The survey
participants have been varying each year; 467 compa-

nies participated in online survey in 2013, 596 companies in 2014, and 171 companies in 2015. However,
21 respondents in 2013 and 13 respondents in 2014
did not mention their competitive priorities so these
respondents were not included in the analysis. Similarly, in the year 2015 survey 68 respondent selected
more than one variable as their competitive priority.
The responses from these respondents were analyzed
to support the argument that cumulative use of cost,
quality, time, and flexibility dimensions is more favorable as a source of competitiveness and competitive advantage to improve firm performance. Hence,
to gain and sustain competitiveness and competitive
advantage. The Fig. 2 below summarizes the participation of respondents according to their position
in the company and the company’s turnover. This
survey does not represent an adequate number of respondents considering the entire population of SMEs
in Finland; however, this research believes that the
obtained response number is enough for exploratory analysis of business environment, competitiveness
and performance of SMEs in Finland.
Method of analysis
The study used SPSS software to analyze the data obtained from the survey. The data was mainly
analyzed in two forms. First, a cross comparison between the data from 2013–2015 was made for general
analysis. Second, a widely accepted Pearson correlation test was carried out to verify the proposed relationship between business environment, competitiveness and firm performance. In addition, the survey
data was divided into the four groups: cost, quality, time and flexibility which were analyzed through
Pearson correlation test in order to answer the research question and meet the research objectives.

Fig. 2. Participation of respondents according to their position and the company’s turnover.
Volume 7 • Number 1 • March 2016
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Results and findings
Comparative analysis: Year 2013–2015
The Table 1 below summarizes the strategic focus
of Finnish SMEs during the year 2013–2015. Here,
strategic focus represents the strategic priority given
to either dimensions of cost, quality, time, and flexibility. As shown in Table 1, quality remained the
most common competitive priority in the years 2013–
2015, followed by cost, flexibility and finally time.
Emphasis on cost increased in 2015 while emphasis
on time saw a decrease following 2013.
Table 1
Strategic focus of Finnish SMEs: 2013-2015.
Competitive priorities

2013

2014

2015

Q [%]

52.6

56.6

49.4

C [%]

32.4

32.1

39.2

T [%]

15.0

11.2

11.4

F [%]

23.8

23.7

22.5

In the similar manner, respondents were more inclined to evaluate the current business environment
as poor or very poor and less inclined to evaluate it
as good in 2015 than they were in the two preceding years. Time and flexibility focused firms had the
most positive outlook on the business environment.
In regards to the change in the business environment,
in the last five years, the most common answer in all
three years (2013–2015), irrespective of the competitive priority, was that the business environment had
worsened slightly. Expectations regarding the future
change in the business environment remained fairly
unchanged during the time period; most respondents
expected the business environment to stay the same
or undergo slight changes. Cost focused firms had
the least positive outlook on the future state of the
business environment throughout the time period.
The competitiveness of Finnish SMEs had likewise declined in the years 2013–2015; more respondents chose the answer fair and fewer claimed that
their competitiveness was good in 2015. Cost focused
firms were the least inclined to perceive their competitiveness as good. A slight overall deterioration
was also discernible for the change in competitiveness
during the last few years. Expectations regarding the
future change in the competitiveness remained fairly unchanged during the time period; about half of
respondents expected their own competitiveness to
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stay the same during the following year while around
30 percent expected it to improve slightly.
The financial situation of Finnish SMEs had similarly deteriorated during the researched time period;
more respondents claimed that their financial situation was weak, fair or satisfactory in 2015 while fewer claimed it was good or excellent. Developments
in the financial situations of Finnish SMEs were also
increasingly negative irrespective of the competitive
priorities. The respondents expected their financial
situation to continue developing in the same manner
in the following years as it had in the last few years.
From this follows that out of the competitive priorities, time focused firms’ had an in general over average performance throughout the time period 2013–
2015 while cost focused firms’ performance was the
weakest. Quality focused firms placed in the middle
performance wise alongside flexibility focused firms.
Correlation analysis
The calculated values of Pearson correlation, level of significance with sample numbers are presented
in the Tables 2, 3, and 4. The correlation results presented in Tables 2, 3, and 4 is irrespective to competitive priorities. This means the sample represents
the entire respondent either they choose cost, quality, time, flexibility or a combination of these. In order to make comparative analysis on the relationship
between business environment, competitiveness, and
firm performance the correlation between these variables were calculated on yearly basis.
The correlation test results in Tables 2, 3, and 4
shows positive and significant relationship between
business environment, competitiveness, and firm performance over the years 2013–2015. Comparing the
value of Pearson correlation (Tables 2, 3, and 4)
shows that throughout the years 2013–2015, H1
(Business environment and competitiveness) is the
most significant, the values of Pearson correlation
was found to be 0.577, 0.558, and 0.535 during
years 2013, 2014, and 2015 respectively. Likewise, H3
(Business environment and Firm performance) is the
least significant while H2 (competitiveness and firm
performance) remain in the middle, throughout the
years 2013–2015 (see Tables 2, 3, and 4). This suggests that to improve firm performance, irrespective
to the choice of competitive priority, SMEs should
pay more attention to their competitiveness rather
than blaming the business environment.
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Table 2
Correlation analysis (irrespective to competitive priorities): 2013.
Variables
Firm performance

Business Environment

Competitiveness

Firm performance

Business Environment

Pearson correlation
Sig. (2-tailed)
N
Pearson correlation
Sig. (2-tailed)
N

1
–
446
.363∗∗
.000
446

1
–
446

Pearson correlation
Sig. (2-tailed)
N

.487∗∗
.000
446

.577∗∗
.000
446

Competitiveness

1
–
446

** Correlation is significant at the 0.01 level (2-tailed).
Table 3
Correlation analysis (irrespective to competitive priorities): 2014.
Variables
Firm performance

Business Environment

Competitiveness

Firm performance

Business Environment

Pearson correlation
Sig. (2-tailed)
N
Pearson correlation
Sig. (2-tailed)
N

1
–
583
.415∗∗
.000
583

1
–
583

Pearson correlation
Sig. (2-tailed)
N

.533∗∗
.000
583

.558∗∗
.000
583

Competitiveness

1
–
583

**. Correlation is significant at the 0.01 level (2-tailed).
Table 4
Correlation analysis (irrespective to competitive priorities): 2015.
Variables
Firm performance

Business Environment

Competitiveness

Firm performance

Business Environment

Pearson correlation
Sig. (2-tailed)
N
Pearson correlation
Sig. (2-tailed)
N

1
–
102
.372∗∗
.000
102

1
–
102

Pearson correlation
Sig. (2-tailed)
N

.532∗∗
.000
102

.535∗∗
.000
102

Competitiveness

1
–
102

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

The Table 5 below represents values of Pearson correlation according to competitive priorities
i.e. cost, quality, time, and flexibility over the years
2013–2015. Here the respondents are first categorized
on the basis of competitive priority before calculating
correlation between business environment, competitiveness, and firm performance over the years 2013–
2015. The results presented in Table 5 below shows
that the relationships between these variables are inconclusive in respect to competitive priorities.
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Comparing the value of Pearson correlation (table 5), it shows that throughout the years 2013–2015,
some of the hypotheses are fully supported while others are partially supported and even some of the hypotheses are rejected. H1, H2, and H3 are for instance rejected in case of time focused firms in 2015
with r = 0.457, r = 0.295, and r = −0.066 respectively. Similarly, H3 is rejected in case of cost focused
firm in 2015 with r = 0.178 and time focused firm
in 2014 with r = 0.136. Also the result shows that
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there is a notable fluctuation in the value of Pearson correlation showing significant differences in the
levels of correlation between business environment,
competitiveness and firm performance. The correlation analysis presented in Table 5 indicates that competitive priorities are dynamic in nature. Therefore,
focusing on a single competitive priority may not be
favorable for sustaining competitiveness.
In the similar manner, Table 6 below shows the
correlation analysis of multi focused firms in 2015.
Here, multi focus represents the respondent who selected more than one competitive priority as their
main focus. During the year 2015 there were 68 respondents who claimed that they focus on different
competitive priorities simultaneously however during the years 2013 and 2014 none of the respondent
claim for multi focus competitive priorities. These
68 respondents from the survey of 2015 are considered as multi focus group in calculating the values of
Pearson correlation between business environment,
competitiveness, and firm performance.

The results (Table 6) indicate that all respective
relationships (H1-H3) under multi focused competitive priority are positively significant. The multifocused group is further explored through four different angles; cost, quality, time and flexibility. The
correlation values of each angle are calculated and
then compared according to their respective hypothesis. The Table 7 below shows the results of correlation analysis in regards to different combination
of competitive priority as indicated by respondent.
As for example, combination with cost means cost is
common with quality, time, and flexibility while combination without cost means cost is excluded in either combination of quality, time, and flexibility. And
the different category (i.e. combination with quality, combination without quality, combination with
time, combination without time, combination with
flexibility, combination without flexibility) presented in Table 7 follows the same pattern. All together
there were eight different combinations as shown in
Table 7.

Table 5
Correlation analysis (with respect to competitive priority): 2013–2015.

Flexibility

Time

Cost

0.474∗∗ 0.454∗∗ 0.512∗∗ 0.439∗∗ 0.529∗∗ 0.518∗∗ 0.528∗∗ 0.483∗∗
N = 110 N = 179 N = 51 N = 106 N = 143 N = 252 N = 50 N = 138
∗∗
0.531∗∗ 0.570∗∗ 0.515∗∗ 0.556∗∗ 0.612∗∗ 0.362∗∗ 0.367∗∗
H2 (C-FP) 0.580
N = 110 N = 179 N = 51 N = 106 N = 143 N = 252 N = 50 N = 138
0.136 0.352∗∗
0.328∗ 0.375∗∗ 0.450∗∗ 0.406∗∗ 0.439∗∗
H3 (BE-FP) 0.178
N = 102 N = 179 N = 51 N = 106 N = 143 N = 252 N = 50 N = 138
*. Correlation is significant at the 0.05 level (2-tailed). **. Correlation is significant at the
BE = Business environment, C = Competitiveness, FP = Firm performance
H1 (BE-C)

Quality

2015
Flexibility

Time

Cost

Flexibility

Time

Quality

Cost

Quality

Pearson correlation
2014

2013

0.435∗ 0.490∗∗ 0.457 0.647∗
N = 31 N = 39 N = 9 N = 23
0.782∗∗ 0.466∗∗ 0.295
0.368
N = 31 N = 39 N = 9 N = 23
0.573∗∗ 0.212 −.066 0.437∗
N = 31 N = 39 N = 9 N = 23
0.01 level (2-tailed).

Table 6
Correlation analysis (with respective to multi focus competitive priorities): 2015.
Variables
Firm performance

Business Environment

Competitiveness

Firm performance

Business Environment

Pearson correlation
Sig. (2-tailed)
N
Pearson correlation
Sig. (2-tailed)
N

1
–
68
.395∗∗
.001
68

1
–
68

Pearson correlation
Sig. (2-tailed)
N

.445∗∗
.000
68

.427∗∗
.000
68

Competitiveness

1
–
68

**. Correlation is significant at the 0.01 level (2-tailed).
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Table 7
Correlation analysis (based on multi-focused competitive priority with different combination): 2015.
H1 (BE – C)
r
N

Pearson correlation
H2 (C – FP)
r
N

H3 (BE – FP)
r
N

Combination with cost

.360*

31

.562**

31

.399*

31

Combination without cost

.670**

36

.602**

36

.535**

36

Combination with quality

.629**

53

.581**

53

.526**

53

0.27

14

.731**

14

0.43

14

Combination with time

.577**

31

.591**

31

.516**

31

Combination without time

.504**

36

.632**

36

.408*

36

Combination with flexibility

.501**

52

.562**

52

.437**

52

Combination without flexibility

.696**

15

.753**

15

.643**

15

Combination without quality

*. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
BE = Business environment, C = Competitiveness, FP = Firm performance

The result indicates that nearly all respective relationships under multi-focused competitive priority are positively significant (see Table 7) and also
in majority their correlation values are greater than
those who chose single-focused competitive priority
(see Table 5 and Table 7). This suggests that multifocused competitive priority is a potential contributing factor to improve overall internal as well as external performance of a firm.

Discussion and conclusions
The result from the study showed that the business environment, competitiveness and firm performance of Finnish SMEs are slowly deteriorating over
the years 2013–2015. However, the respondents were
hopeful regarding the future development throughout the researched time period. Likewise, the correlation test results showed positive and significant
relationships between business environment, competitiveness and firm performance. However, comparing
the value of Pearson correlation (Tables 2, 3, and 4)
it showed that throughout the years 2013–2015, H1
(business environment and competitiveness) was the
most significant and H3 (business environment and
Firm performance) was the least significant while H2
(competitiveness and firm performance) remained in
the middle. This implies that in order to improve
firm performance one should stop blaming the business environment and instead put more emphasis on
competitiveness.
The strategic management literature has highlighted that gaining and sustaining competitive advantage requires a firm to change its strategies according to the nature of changing business environments [5]. This means that to gain and sustain comVolume 7 • Number 1 • March 2016

petitive advantage a firm should be able to set their
strategic priorities in such a way that it allows the
firms to differentiate itself from competitors in the
marketplace on a continuous basis. According to [65]
cost, quality, time, and flexibility are the key priorities through which a firm competes and differentiate itself in the market. Some authors have found
the support for trade-off between competitive priorities [e.g. 6] while others have argued for multi focus
[e.g. 9, 10]. Reviewing the two decades of empirical
research in operations strategy [66] argues against
the trade-off model and says on average manufacturers do not claim that they have experienced tradeoff among competitive priorities. In this context, our
study reveals that the relationships between business
environment, competitiveness and firm performance
are inconclusive in respect to competitive priorities
and time (Table 5); correlation analysis with respect
to competitive priorities shows a significant difference in the value of correlation and the level of significance. Not all the proposed hypotheses are accepted
in respect to competitive priorities (see Table 5) indicating a dynamic nature of cost, quality, time, and
flexibility dimensions. Furthermore, in 2015, 40% of
survey respondents selected more than one variable
as their competitive priority. In a similar manner
comparing the correlation analysis presented in Table 5 and Table 6 shows that the correlation between
business environment, competitiveness and firm performance are more significant in case of multi focus
competitive priority than in case of single focus competitive priority. Therefore, it is reasonable to say
that the survey results and the correlation analysis
(Tables 5, 6 and 7) support the notion that cumulative use of competitive priority dimensions might be
a more favorable source of competitiveness, competitive advantage and consequently improve firm perfor85
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mance, than a trade-off between the competitive priorities. In other words, operations strategy needs to
be multi focused i.e. the combination of competitive
priorities needs to be changed in the time rolling basis. In the previous study [67] and [68] also found support for combination of competitive priorities; they
pointed out the common possibility of manufacturing companies to simultaneously emphasize different
competitive priority, especially those who are lacking of capability to compete within one competitive
priority and whose main competitor has been more
mature and resourceful.
The study was limited to customers of credit company Collector Bank Ab and does not represent an
adequate number considering the entire population
of SMEs in Finland. However, this research believes
that the obtained response number is enough for general analysis of business environment, competitiveness and performance of SMEs in Finland. Considering these limitations, we recommend future research
to be carried out on larger sample sizes. A comparative study among similar countries (e.g. Scandinavian) would also shed further lights in generalizing
the result and findings.
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