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Abstract
Aligning resource choice and operations decision in the value chain (input-process-output)
is one of the most important functions of a firm not only to make its operations to be competitively distinct but also very important for the firm’s growth and survival. However, the
role of competitively distinct operations in maintaining better performance in dynamic and
changing business environment has remained unclear. Therefore, this paper examined the
relationship between competitively distinct operations, high efficiency operations and operational performance (research model one). In the similar manner the relationship between
turbulent business environments, operational performance and financial performance were
also examined (research model two). The study was conducted considering survey responses
from 61 small and medium size enterprises from Finland. Correlation test and structural
path modelling was used to test and validate the proposed hypothesis and research model.
The results showed that competitively distinct operation enables high efficiency operations,
which influences operational performance positively and significantly. In the similar manner,
operational performance influences financial performance positively and significantly. Likewise, turbulent business environment was found to have a negative impact on operational
and financial performance. The research findings are found to be adequate enough to highlight the importance of aligning resource choice and operations decisions in reducing the
impact of turbulent business environment on organizational performance.
Keywords
competitively distinct operations, high efficiency operations, turbulent business environment,
operational performance, financial performance.

Introduction

impact on firm performance [1]. Therefore, in rapidly changing business environment, firms are forced
to continuously integrate resource choice and operations decisions not only to survive and compete but
also to maintain the desired level of performance.
According to [2] alignment between strategies and
capabilities is necessary to compete successfully. Referring to resource based view of the firm [3] says
sustainability of competitive advantage in a rapidly
changing business environment depends on the firm’s
capability to reconfigure and redeploy resources. This
indicates that better the fit between changing business environment, resource choice, and operations

The significant technological advancements, globalization of companies, increased product and service
innovation, and rapidly changing consumer needs not
only provides the opportunities, but also are the
source of turbulence in a business environment. Either to compete in the market place or to meet the
needs of the rapidly changing business environment,
companies are facing more challenges than ever before, especially small and medium size enterprises.
Firm’s strategies are influenced by managerial perception of business environment which has significant
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decision better the firm performance. Therefore, this
paper argues that environmental turbulence and
firm’s capabilities are the key determinants of firm
performance. Here, environmental turbulence is defined as the conditions when available information,
knowledge and experiences are not sufficient or do
not allow decision making or predicting the future
outcome of an event, as for example investment decisions [4]. Likewise, firm’s capability is defined as the
firm’s ability to align resource choice and operations
decision in the value chain (input-process-output).
Given the ever changing nature of business environment there is continuous demand of dynamic decision support system that could integrate resource choice and operations decision simultaneously. In this context, basing on theoretical considerations supported by an example from Walmart [5]
has proposed a “Decision framework for efficient
resource choice and operations decision: Design of
competitively distinct operations” and argued that
competitively distinct operations (CDO) have positive impacts on firm performance. Here, CDO means
the operations decision based on optimal balance
between resource choices and operations decisions
gained through cost-benefit analysis [5]. The proposed study goes one step further from theoretical considerations to empirical testing and assesses
the relationship between CDO, high efficiency operations, and operational performance. Furthermore,
the study also seeks to assess the impact of environmental turbulence on operational and financial
performance. The result and finding contribute to
the existing discussion on the ways of mitigating the
impact of changing business environment on organizational performance, thus bridging the gap between
theory and practice, and finally aims to open doors
for future research.

Literature review
Competitively distinct operations
Operational decisions are the strategic approach
that helps to determine the best possible way in utilizing the available resources. Likewise, resource allocation is a move towards optimization of opposing
objectives that share common resources [6] and plays
an important role in the performance outcome of an
organization [7]. Through the example of process industries [8] says optimal resource allocation and lean
operations helps to reduce the production cost. In
business practices, resource choice and operation decisions are mutually inclusive events where operations and operational routine drives the resources
towards organizational goal. Therefore, in order to
Volume 7 • Number 3 • September 2016

have better and consistent performance and to maximize the utility of available resources, there must
be a logical and coherent relationship between resource choice and operations decision, especially during the turbulent business environment. In the similar manner, operations can be defined as the act of
gaining higher customer satisfaction and net profit while reducing waste, cycle time, capital investment and operating cost [9]. In fact operations add
value and convert inputs, i.e. resources into desired
output, i.e. goods or services [10], hence, the effectiveness of a firm lies in the operationalization of
resources i.e. how resources are perceived and deployed. According to [11] economic performance of
a firm is affected by operational routine, resources
and competencies. Likewise, operations alone hold
60–80 percent of direct expenses, an obstruction to
the firm’s performance [12]. In other words, operations guarantee better performance through available resources. Therefore, a strong control over cost
related to operations is one of the accepted traits of
successful business [13]. This means the process of
resource coordination, configuration, utilization and
deployment needs to be unique, cost efficient, and
result-oriented. Through a proper alignment between
resource choice and operation decision an organization can optimize its resources, increase system reliability and finally experience a better performance.
According to [14:521] it is important for firms “to
scan the environment, to evaluate markets and competitors, and quickly accomplish reconfiguration and
transformation ahead of competition”. This view is
supported by [5] and says a proper alignment between resource choice and operations decision not
only allows a firm to reconfigure the present concentration of resources and increase the performance of
the weak operations, but also helps an organization
to narrow down and find the areas to focus for better performance. For an efficient resource choice and
operations decisions [5] has proposed the concept of
competitively distinct operations (CDO) that helps
not only to identify the best possible combination of
resource choice and operations decisions, but also allows for constant alignment between resource choice
and operations decision, and finally makes firm’s operations to be competitively distinct. Here, CDO is
the result of a series of actions, in short, first identify
the needs, examine the resource availability and define the firm’s objectives, second, set the target goal,
third, make a cost benefit analysis to select the right
combination of resource choice and operations decisions, fourth, choose the best alternative, fifth implement the plan, and finally benchmark the results
with targeted goals if necessary repeat the process.
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Thus, CDO enables a firm with better abilities not
only in predicting an event, but also to change itself
from one mode of actions to another by aligning resources and operations decisions in the value chain
(input-process-output). More specifically, competitively distinct operation shows the underlying difference between competing firms in terms of productivity, efficiency and profitability through high efficiency operations. However, organization projecting and
anticipating environmental changes correctly should
have higher performance [15].
High efficiency operations
Turbulent business environment is the result of
market conditions, competitors’ position and regulatory body [16]. In practice turbulence in the business environment is an extent or measure of resource
transfer between different stakeholders. In order to
make a balance in the mechanism of resource transfer business entities should make adjustments in resource choice and operation decisions. Also, to adopt
the change and maintain the desired level of performance the rate of resource exchange needs to be balanced with the rate of change in internal and external
environment. As the level of turbulent business environment increases, the firm must reconfigure its resource choice and operation decision to maintain the
desired level of performance. The success of a firm
during turbulent time depends on the effectiveness of
allocation of available resources and its use in value
creation. Therefore, in turbulent times CDO (see previous section) can be an effective approach not only
in reconfiguring resource choice and operation decision but also in restoring firm’s growth through high
efficiency operations. Here, high efficiency operations
are defined as the operational situation with clarity and reduced uncertainty gained through synchronization of dependent activities and direct communication of needs, which allows high controllability
through efficient allocation of resources and low commitment [17]. According to [18] conceptualization of
strategy, sharing of strategic responsibility within the
firm and putting focus on organizational capabilities
helps in dealing with environmental turbulence. Similarly, competence and resources plays a functional
role in organizational success [19]. This is consistent
with [20] who concluded that managerial planning
and skills facilitate business success. Therefore, the
managers of the performance oriented firm should
be able to optimize resources & cost, should have a
better operational situation, direct communication of
needs so that better control can be achieved through
resource choice and operations decision. Accordingly,
it is reasonable to say that there must be a good fit
96

between resource choice and operations decisions to
gain high efficiency operations, which finally enhance
operational performance. On the other hand a poor
fit might lead to low efficiency operations and finally
low operational performance. Here, the low efficiency
operations are defined as the operational situation
with higher uncertainty gained through decoupling
of dependent activities and accumulation of needs
which results in low controllability because of inefficient allocation of resources and high commitment
[17]. Given the same set of business environment, the
organization with better resource choice [21], and operations decision will experiences less environmental
uncertainty in comparison with organizations with
poor resource choice and operations decision.
Turbulent business environment
Every organization carries out its activities in response to the changing business environment, i.e. the
organization relay and serve the surrounding environment; this means the organizations are environmental dependent [22, 23]. Broadly, the organizational environment can be divided in two groups: first,
external environment (social, political, technological
and economic), and the second, internal environment
(resources and capabilities), which has significant impact on the life and the development of an organization [24, 25]. In the literature turbulence in the business environment has been defined as an environment
having a high level of interconnection between an organization and changes in the surrounding [26]. Similarly, [27] define environmental turbulence as a group
measure of changeability and predictability of the operating environment of a firm. A similar view is proposed by [28] and defines environmental turbulence
as the rate of unpredictability of changes occurring
in the external business environment. Environmental turbulence is the result of complexity, dynamism
and uncertainty [29]. However, turbulence in business
environment refers to the conditions when available
information, knowledge and experience is not sufficient or do not allow decision making or predicting
the future outcome of the firm’s operation. As a result the environment becomes more complex, organization may not be able to predict the results of
their own actions [30]; organizational behavior and
performance is constrained [31], also, there is a possibility that organization may lose stability in the
market [32]. In the previous studies it has been found
that turbulence in the business environment has negative impact on firm performance. For example: [33]
found a negative relationship between environmental
dynamism and firm performance. In the similar manner, [34] also found that Environmental turbulence
Volume 7 • Number 3 • September 2016
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(munificence, hostility, dynamism and complexity)
affects entrepreneurial orientation, which finally affects firm performance. According to [35] the capability gap experienced by a firm is higher in a turbulent
business environment. Hence, a firm experiences low
levels of performance during dynamic environment
in comparison to a stable environment.

Hypothesis four (H4): Operational performance
has a positive and significant impact on firm’s financial performance.
Hypothesis five (H5): Turbulent business environment has a negative and significant impact on firm’s
financial performance.

Research model and hypothesis
Based on the literature review following two research model are proposed for the present study. The
first research model is concerned with competitively
distinct operations, high efficiency operations, and
operational performance while the second model is
concerned with turbulent business environment, operational performance and financial performance.
The research model one (Fig. 1) illustrates that
competitively distinct operations influences high efficiency operations, which finally influences firm’s
operational performance. It is suggested that CDO
leads to HEO which then leads to operational performance. Therefore, to investigate the relationship
between CDO, HEO and OP following two hypotheses are proposed.
Hypothesis one (H1): Competitively distinct operation has a positive and significant impact on high
efficiency operations.
Hypothesis two (H2): High efficiency operation
has a positive and significant impact on operational
performance.

Fig. 1. Research model one.

The research model two (Fig. 2) illustrates that
turbulent business environment influences firm’s operational performance, which finally influences firm’s
financial performance. It is suggested that TE impacts firm’s OP and OP impacts FP. In addition, it
is also suggested that ET impacts firm’s FP. Therefore, to investigate the relationship between ET, OP
and FP following three hypotheses are proposed.
Hypothesis three (H3): Turbulent business environment has a negative and significant impact on
firm’s operational performance.
Volume 7 • Number 3 • September 2016

Fig. 2. Research model two.

Research methodology
Study population, sample and data collection
The data required for this study were collected
from Finnish SMEs through an online survey. The
sample was acquired from Orbis data base accessed
through University of Vaasa’s web portal. According
to the requirement of the proposed study different
criteria were used to select the companies. As for example company size, Finland, director/manager contact information. Emails starting with info, office,
toimisto, opisto, and few more were deleted from the
short listed emails. This was done to get the information directly from company director/manager and reduce the sample size. Likewise, personal emails (e.g.
Gmail, Hotmail, Yahoo) were also removed from the
list. Finally, random sampling method was used to
select the 500 emails for the final survey. There were
61 (response rate 12.2%) respondents who participated in the online survey, representing 10 micro enterprises (1–9 employees), 33 small enterprises (10–
49 employees), 17 medium size enterprises (50–249
employees) and one large enterprise (above 250 employees). Among these 61 respondents there were 9
managers, 23 directors, 28 owners and one person
working in other positions in the company. In the
similar manner, there were 5 primary (industry making use of natural resources and includes the agriculture, forestry and fishing, mining, and extraction of
oil and gas sector), 13 secondary (industries using
raw materials supplied by the primary sector), and
43 tertiary (industries involved in the service sector)
sector of industries.
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Data analysis
The collected data from the survey were analyzed
through SmartPLS 2.0, a variance based structural
equation (SEM) modeling using the partial least
squares (PLS) method. The SmartPLS 2.0 was used
because of a few reasons: (i) with small sample size
PLS model exhibits more stable results [36], (ii) PLS
modelling is especially suitable when the measures
are new and have not been tested previously [37],
(iii) PLS modelling offers less sensitivity to a smaller
sample size and can be used for testing theory and
the relationship between variables [38], and (iv) [39]
suggested that PLS path modelling can be used to
confirm the relevance of indicators with sample size
as low as twenty; similarly [40] has illustrated low
sample size requirement in path modelling by analyzing a data set of ten observations. Thus, basing
on the sample size (61) considered in this research
and suggestion from the previous studies, SmartPLS
2.0 found appropriate for data analysis. The data
were analyzed in different stages, for instance: construct reliability and validity (convergent and discriminant), Pearson correlation, and finally, the acceptance or rejection of the proposed hypothesis was
made through T-value.
Measurement and scale
Environmental turbulence, competitively distinct
operations, high efficiency operations, operational
performance and financial performance were the different latent variables used in this research. Likert
scale ranging from 1 to 5 was used measure the respondent view for each item employed in the survey.
The different measures considered in this research
were as mentioned below.
Measures of turbulent business
environment (ET)
In the literature, environmental turbulence has
been measured in different ways, as for example: [41]
measure environmental turbulence in terms of market turbulence, competitive intensity, and technological turbulence while [42] measures environmental turbulence in terms of dynamism, munificence,
and complexity. However, turbulent business environment is the conditions when a firm is not able
to predict and adopt the changes occurring in the
business environment; it might be due to dynamism,
complexity, technological change or competitive intensity. Therefore, the construct to measure turbulent business environment was mainly related to
the capability to understand, predict and adopt the
changes occurring in terms of competitor’s move and
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customer’s requirement. Also, the construct were reverse coded, the reason for reverse coding can be explained with an example. Let’s consider the first construct “It is very easy to understand the competitors
move” one respondent strongly agrees, while the other respondent strongly disagrees with the statement.
Basing on the posed definition of environmental turbulence first respondent is exposed to low level of
environmental turbulence while second respondent is
exposed to high level of environmental turbulence, so
is with the other construct considered in the research.
From the definition of environmental and the given
example it is clear that “1 = strongly disagree” corresponds to high and “5 = strongly agree” corresponds
to low level of environmental turbulence, therefore,
all the construct of environmental turbulence was reverse coded.
In order to measure the turbulence in business
environment, respondents were asked to answer the
question: In the context of your organization, do you
agree with the following statement? (1 = strongly
disagree to 5 = strongly agree).
ET1. It is very easy to understand the competitors
move (R) [33].
ET2. It is very easy to understand the customer and
market requirement (R) [33].
ET3. We have always been able to predict the
changes occurring in our market (R).
ET4. It has always been easy to adopt the changes
occurring in the market (R).
Measures of competitively distinct operation
(CDO)
Competitively distinct operation is the action
plan based on optimal balance between resource
choice and operation decision gained through costbenefit analysis [5]. To make the operations to be
competitively distinct a series of action needs to
be followed, which are considered as the measures
of competitively distinct operations, but these measures have not been considered for statistical analysis in previous studies. In order to measure the level
of competitively distinct operation, respondents were
asked to answer the question: In the context of your
organization, what is the level of emphasis given to
the following actions in making resource choice and
operations decisions? (1 = no emphasis to 5 = strongly emphasized).
CDO1. Identification of internal and external needs.
CDO2. Examination of the available resources.
CDO3. Defining the firm’s objectives.
CDO4. Setting the target/goal to accomplish.
CDO5. Consideration of cost of operations.
CDO6. Consideration of opportunity cost.
Volume 7 • Number 3 • September 2016
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CDO7. Consideration of cost of resources.
CDO8. Consideration of possible output that could
be generated.

FP1. Return on investment.
FP2. Return on assets.
FP3. Net profit.

Measures of high efficiency operations (HEO)

Construct reliability

The measures of high efficiency operations considered in this research were adopted from [17], but
these measures have not been considered for statistical analysis in previous studies. According to the author high efficiency operation is the operational situation with low uncertainty gained through synchronization of dependent activities, direct communication of needs, and efficient allocation of resources.
Therefore, in order to measure the level of high efficiency operation, respondents were asked to answer
the question: In the context to your organization, do
you agree with the following statement? (1 = strongly disagree to 5= strongly agree).
HEO1. We have synchronization of dependent activities.
HEO2. We have direct communication of needs.
HEO3. We have clarity in our operations and activities.
HEO4. We have an efficient allocation of resources.

Widely accepted measure Cronbach’s alpha was
calculated to measure the internal consistency, here,
internal consistency means the degree of interrelatedness of the construct. As a rule of thumb [43] proposes an acceptable value of Cronbach’s alpha to be
0.70. The Table 1 below summarizes the calculated values of Cronbach’s alpha, which shows that the
value of Cronbach’s alpha ranged from 0.70 to 0.92
providing the evidence for construct reliability.

Measures of operational performance (OP)

Convergent and discriminant validity

Operational performance reflects the better operationalization of firm resources; in practices it is
quite difficult to measure the operational performance with a single measure. Therefore, the level of
operating cost, competitive position, market share,
and level of customer satisfaction has been assessed
to measure the level of operational performance. In
the survey, respondents were asked to answer the
question: In the context of your organization, do you
agree with the following statement? (1 = strongly
disagree to 5 = strongly agree).
OP1. We have a reduction in operating cost.
OP2. We have effective value chain activities at a
lower cost.
OP3. We have better competitive position in the
market.
OP4. We have improvement in productivity.
OP5. We have increased in market share.
OP6. We have improvement in customer satisfaction.

According to [44] following three criteria needs
to be maintained to establish the construct validity: First, the average variance (AVE) for each construct should be >0.50; this is the desired level of
AVE which means the 50% of variance is captured
by a construct in relation to the variance amount
due to measurement error. However, in the literature
AVE value of 0.42 and 0.43 has been accepted to establish convergent validity by [45:1247] and [46:430]
respectively. This means AVE with value 0.42 can
be accepted to establish the convergent validity. The
calculated values of AVE are shown in the Table 2,
which shows that all the values of AVE were found
to be ≥0.42. Hence, the measurement items of latent
variables can be considered as valid construct.

Measures of financial performance (FP)
In the literature objectives measures of performance has been widely accepted to measure the financial performance of a firm. Considering the common practice of objective measures of financial performance following measures were adopted to measure financial performance.
Volume 7 • Number 3 • September 2016

Table 1
Results of Cronbach’s alpha.
Latent variables
Competitively distinct operations (CDO)

Cronbach’s
alpha
0.81

High efficiency operations (HEO)

0.72

Operational performance (OP)

0.75

Environmental turbulence (ET)

0.70

Firm performance (FP)

0.92

Table 2
Results of composite reliability (CR)
and average variance extracted (AVE).
CR

AVE

CDO

0.85

0.42

HEO

0.82

0.54

OP

0.82

0.44

ET

0.80

0.50

FP

0.95

0.86

OP

0.82

0.44

Model one

Model two
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Second, the value of composite reliability (CR)
for each construct should be >0.7; the calculated values of CR ranged from 0.803 to 0.946 (see Table 2)
suggesting that the indicators were reliable and valid
measures of latent variables.
Third, all item factor loading should be significant and >0.70, however, [47:60] suggests 0.30 as
the cutoff value for factor loading while [48:96] suggests 0.40 as the cutoff value for factor loading. In
the similar manner [49] suggests all item factor loading should be >0.50 and significant. The calculated
values of factor loading are shown in the Table 3 (research model one) and Table 4 (research model two),
which shows that all the values of factor loading were
significant and found to be greater than 0.50 (see Table 3 and 4). Also the factor loading for all construct
was found to be higher than their cross loading suggesting that the item were a good indicator of the
proposed latent variables.
Thus, based on the evidence from the existing
literature and the calculated values of CR, AVE and
factor loading (see Tables 2, 3 and 4), the convergent
validity was established.
Furthermore, [44] suggested that to establish discriminant validity the square root of AVE of a construct should be > its correlation with other constructs. The calculated values of square root of AVE
was found to be greater than its correlation with other construct (see Table 5 and 6), the numbers on the
diagonal are the values of the square root of AVE.
Thus the discriminant validity was established.
Table 3
Results of factor loading and cross loading (Model one).

Table 4
Results of factor loading and cross loading (Model two).
Variables

ET

FP

OP

T-values

P-values

ET1 ← ET

0.58

−0.18

−0.06

3.21

0.001

ET2 ← ET

0.57

0.00

−0.18

3.36

0.001

ET3 ← ET

0.87

−0.43

−0.31

14.94

0.000

ET4 ← ET

0.78

−0.25

−0.30

7.35

0.000

FP1 ← FP

−0.33

0.95

0.54

60.10

0.000

FP2 ← FP

−0.36

0.96

0.50

75.57

0.000

FP3 ← FP

−0.39

0.86

0.45

18.08

0.000

OP1 ← OP

−0.14

0.16

0.63

3.42

0.001

OP2 ← OP

−0.22

0.32

0.61

3.31

0.001

OP3 ← OP

−0.20

0.33

0.68

5.88

0.000

OP4 ← OP

−0.08

0.46

0.72

4.41

0.000

OP5 ← OP

−0.34

0.47

0.72

8.42

0.000

OP6 ← OP

−0.31

0.24

0.61

3.72

0.000

Table 5
Results of latent variable correlations (Model one).
Latent variables

CDO

CDO

0.65

HEO

0.60

0.73

OP

0.28

0.49

OP

0.66

Table 6
Results of latent variable correlations (Model two).
Latent variables

ET

OP

ET

0.71

FP

−0.39

0.93

OP

−0.34

0.54

FP

0.66

Analytical results

Variables

CDO

HEO

OP

T-values

P-values

CDO1 ← CDO

0.56

0.46

0.36

3.71

0.000

CDO2 ← CDO

0.58

0.23

0.05

3.20

0.001

CDO3 ← CDO

0.74

0.48

0.38

5.59

0.000

CDO4 ← CDO

0.68

0.41

0.22

5.06

0.000

CDO5 ← CDO

0.69

0.32

0.07

3.92

0.000

CDO6 ← CDO

0.67

0.41

−0.01

4.51

0.000

CDO7 ← CDO

0.72

0.26

−0.02

4.23

0.000

CDO8 ← CDO

0.54

0.37

0.21

2.61

0.009

HEO1 ← HEO

0.53

0.72

0.45

6.42

0.000

HEO2 ← HEO

0.48

0.77

0.28

7.20

0.000

HEO3 ← HEO

0.40

0.76

0.42

7.08

0.000

HEO4 ← HEO

0.29

0.67

0.25

6.75

0.000

Research model one

OP1 ← OP

0.10

0.23

0.70

5.19

0.000

CDO → HEO

OP2 ← OP

0.17

0.31

0.64

4.89

0.000

HEO → OP

OP3 ← OP

0.15

0.23

0.60

3.24

0.001

Research model two

OP4 ← OP

0.26

0.35

0.74

5.27

0.000

ET → FP

OP4 ← OP

0.18

0.22

0.57

2.64

0.009

ET → OP

OP4 ← OP

0.22

0.48

0.71

5.47

0.000

OP → FP

100

HEO

Significance of the proposed hypothesis
The results from the SmartPLS 2.0 were examined to test the proposed hypothesis in research model one and two. The obtained results from the PLS
structural model are presented in the following Table 7.
Table 7
Results of structural path in the model.
Hypothesis

PLS path
coefficient
(β)

T-value
(T)

P-value
(P)

+

0.60

7.10

0.000

+

0.49

4.69

0.000

−

0.23

2.11

0.036

−

0.34

3.27

0.001

+

0.46

4.29

0.000

Sign

Volume 7 • Number 3 • September 2016
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The results from the PLS structural model presented in Table 7 showed a positive and significant relationship between CDO and HEO with values β = 0.60, T = 7.10, P = 0.000, supporting
the hypothesis one (H1). Also, the relationship between HEO and OP found to be positive and significant with values β = 0.49, T = 4.69, P = 0.000,
supporting the hypothesis two (H2). Furthermore,
the relationship between ET and FP was found to
be negative and significant with values β = 0.23,
T = 2.11, P = 0.036; supporting the hypothesis three (H3). The relationship between ET and
OP found to be negative and significant with values β = 0.34, T = 3.27, P = 0.001, supporting the
hypothesis four (H4). Similarly, the relationship between OP and FP found to be positive and significant with values β = 0.46, T = 4.29, P = 0.000;
supporting hypothesis five (H5).
Interpreting the coefficient
of determination (R2 )
In the literature R2 values with 0.67, 0.33 and
0.19 has been described as substantial, moderate and
weak respectively [38], this means higher the value of
R2 better the model fit. On the other hand [50] and
[51] says for a meaningful interpretation 10% criterion should be achieved. Here, the values of R-square
found to be above 10%, in the research model one
the values of R2 was found to be 0.354 and 0.244 for
HEO and OP respectively. This means 35.4% variation in HEO can be accounted for CDO and 24.4%
variation in OPER can be accounted for HEO. Similarly, in research model two the values of R2 were
found to be 0.33 and 0.12 for FP and OP respectively. This means 33% variation in FP can be accounted
for ET and OP, similarly, a 12% variation in OP can
be accounted for ET. Thus, based on the evidence
from the literature and the calculated values of β, T
and P (see Table 7) and R2 it is plausible to say that
the model is adequate enough to explain the impact
of CDO on HEO and the consequent impact of HEO
on OP (research model one), and also to explain the
impact of ET on OP and FP and the consequent
impact of OP on FP (research model two).

Discussion and conclusions
This study not only advanced the theoretical
model of competitively distinct operations proposed
by [5] but also argued that the impact of turbulent business environment on firm performance can
be reduced with continuous alignment between resource choice and operations decision in the value
chain (input-process-output). In the previous study
Volume 7 • Number 3 • September 2016

a similar thought is proposed by [52] and says in a
changing business environment a firm’s success and
survival is determined by the firm’s capability to acquire, maintain and take advantage from the right
combination of capabilities. Therefore, the companies aligning resource choice and operations decisions
with the changing business environment will have
better competitive positions in the market.
The proposed research model (see Fig. 1 and 2)
was tested and validated using correlation test and
structural path modelling at different stages. The
correlation test results showed a strong relationship
between the examined variables (see Tables 5 and 6).
In the similar manner, the results from structural
path in the model showed a positive and significant relationship between competitively distinct operations, high efficiency operations and operational
performance (see Table 7). However, the direct relationship between CDO and operational performance
was found to be insignificant. This is consistent with
the findings of [53] supporting the view of internal
contingency and claimed that resources and strategies aligned together leads to better performance.
Likewise, the relationship between operational performance and financial performance was also found
to be positive and significant (see Table 7). Furthermore, the relationship between environmental turbulence and operational performance found to be negative and significant (see Table 7). Similarly, the relationship between environmental turbulence and financial performance found to be negative and significant (see Table 7); this finding is consistent with
[33] and [54], who argued that environmental dynamism has negative influence on firm performance.
Therefore, the companies should consider environmental factors in developing, choosing and implementing strategies [55].
On the basis of research findings, it can be concluded that the impact of turbulent business environment can be mitigated through proper alignment between resource choice and operations decision. This is
because of three reasons, first, competitively distinct
operations enables high efficiency operations (H1),
which has a significant and positive impact on operational performance (H2), second, environmental turbulence negatively impact operational and financial
performance (H3 and H4), third, operational performance has a significant and positive impact on financial performance (H5). Thus, the study provides better understanding the relationship between resource
base and firm performance in the context to rapidly
changing business environment.
In-spite of the theoretical contribution the study
also offers the important implications for managers.
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For example, first, the concept of competitively distinct operations gained through a series of actions
(see measurement scale of CDO) helps managers to
make careful alignment between resource choice and
operations decisions. Second, the managers are also
able to assess the level of turbulent business environment (see measurement scale of TE) this assessment
is expected to facilitate the resource choice and operations decisions. Third, the research finding highlights the importance of considering the changing
business environment in making resource choice and
operations decisions to improve firm performance.
This is consistent with the argument made by [53];
according to the authors resources linked with appropriate strategies leads to enhanced performance.
Thus, it is plausible to say firm’s capabilities to align
resource choice and operations decision in the value chain (input-process-output) can be a useful tool
not only in mitigating the impact of changing business environment on firm performance but also helps
a firm to survive and compete in rapidly changing
business environment.
This study was limited to a small sample (61)
and does not include adequate sample size to represent entire SMEs in Finland. Considering the values
of R2 and PLS path coefficient the research model showed a moderate level of fit, which provides a
clear indication for additional research and discussion. The small sample size has been justified for
PLS path modelling in the previous research (e.g.
[39, 40, 56]). However, as a rule of thumb in PLS
path modelling [57] suggests the sample size should
be ten times the largest number of formative indicators or ten times the largest number of structural
paths directing the construct in the inner path model. Therefore, the future research should consider a
larger sample size to examine the relationship between the variables considered in this research (see
research model one and two). Also, it would be interesting to see the comparative analysis among the
different sector of industries. This will help to generalize the research finding. However, the present study
can be taken as a preliminary step that highlights
the benefits of aligning resource choice and operations decision in the value chain, hence to enhance
the organizational performance in a turbulent business environment.
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