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Abstract 

Problem:  Researchers argue that strategic management and its implementation has be-

come the main focus in SMEs because of its role in generating economic wealth. 

Although, there are many advantages to use strategic management, there are still 

many SME organizations that resist using it, since some of them may think this 

process is only useful for larger organizations and they did not recognize that 

it‟s also very helpful for SMEs as a whole. Therefore, the organization face 

challenges such as  how to use this strategic management, and how to recognize 

the importance of strategic management and so on.  

 

Purpose:   Our purpose is to find out how strategic management determines / affects / in-

fluence SMEs performance in South East Asia and specifically in China and In-

donesia. Moreover, its purpose is to identify the crucial factors that determine 

survival and growth in the two countries. 

 

Theory: The theoretical framework is divided into several major parts. We start with 

looking at definition of strategy and different types of strategy in organization. 

The chapter continues with looking at SMEs strategic Management Model 

(Analoui & Karami, 2003), strategic choice, strategic fit and theory of firm per-

formance i.e. dynamic capabilities (core capabilities). The last part of the chap-

ter combine the previous theory, i.e. strategy and firm performance. More spe-

cific, we use our theoretical framework of the process, regarding the effect of 

strategic management on SMEs performance. 

 

Method: We chose qualitative method as our research method. We use case study to do    

this research and conduct interview to collect data. Qualitative is the appropriate 

method for this thesis since we aim to understand the phenomenon of SMEs 

strategic management on different levels. In order to gain more information, we 

conducted interview with middle management and top management of the com-

pany. This method help us to explore into deeper stages of analyzing our subject 

and support our research. 

 

Conclusion: We found there is no general answer on how strategic management determine / 

affects / influence SMEs performance in East Asia SMEs specifically in China 

and Indonesia. Further, the studied companies have more common characteris-

tics than different characteristics. All of them are aware of the importance of us-

ing strategic management. Moreover, our research indicate that understanding 

the role of internal & external factors, and constantly combining the two factors 

into daily operation are the crucial factors for these companies survival and 

growth in the two countries. 
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1 Introduction 

In this chapter, we will present the background of the chosen subject for readers, followed by 

problem discussion and research questions. This section concludes with description of the 

purpose of this thesis, delimitations, definitions and disposition. 

1.1 Background 

In the globalization integration era, the business environment is becoming fierce than before; 

organizations of all types and sizes are facing continually changing situation externally and 

internally. Furthermore, how to cope with these ambiguities and how to achieve competitive-

ness and expected level of performance is a real challenge for every organization. 

Companies have to take appropriate actions to deal with these challenges. Strategic manage-

ment can be a crucial element in keeping business firing on all cylinders and driving forward. 

However, so far, researches mainly focus on strategic management on large organization. 

Few studies investigate the role of strategic management in Small and Medium-sized enter-

prise (SMEs). In Asia, SME are important for economic growth and business development 

due to their contribution to employment & job creation and to the innovativeness & high 

technology development. Also, Chinese Premier Wen Jiabao stressed the role of SMEs in 

boosting the job market (Xinhuanet, 2009). Thus, the existence, survival and growth of SMEs 

are indispensible for business as a whole. According to several strategic management litera-

tures, strategies are essential for building competitive advantages for SMEs (Analoui & 

Karami, 2003; Coulter, 2008).  

SMEs is becoming increasingly important in Asia countries. In china, they accounting for 95 

percent of all Chinese enterprises and have played an indispensable role in invigorating the 

national economy and maintaining social stability by promoting market competition, in-

creasing job opportunities and pushing forward technical innovation. They have offered 

three-quarters of urban job opportunities during the nation's economic transformation proc-

ess, providing jobs to more than 230 million labourers from rural areas between 1976 and 

last year (China.org.cn,2008). They are the mainstay of urban jobs and the entrepreneurial 

spirit of the society. Their role in sustaining jobs can never be replaced by State endeavours, 

including the job opportunities in infrastructure development (China.org.cn, 2008). SMEs 

are now responsible for about 60% of China's industrial output (The American Embassy in 

China, 2008). Nowadays, however, they are facing many challenges in the constant chang-

ing environment. Compared with the well-capitalized large enterprises, SMEs are much 

more vulnerable to both domestic and global economic uncertainties. They have faced more 

difficulties than large enterprises in receiving funding, raising their technological levels, at-

tracting qualified professional personnel and accessing information etc (China.org.cn, 2008). 

To conclude, on the one hand, SMEs as job creator & important contributor to economy and 

play a very important role in the Chinese economy. On the other hand, they are facing many 

problems, it‟s consequently very important to develop a solution to achieve expected per-

formance, survive and grow for SMEs and for China as well, considering the SMEs vital 

role in China‟s economy. 

In Indonesia, they also play an important role: approximately 90% for economic growth, 

which mostly are SMEs from various background industries. It becomes the biggest source of 

employment. Majority of SMEs scattered throughout rural area as starting point for develop-

ment of villager‟s talent as entrepreneur, especially women. In general, SMEs have low level 
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of productivity, poor quality products, and serving small or localized markets and it is very 

difficult for them to upgrade either their product or technology sectors. Moreover, several 

constraints are faced such as lack of finance, low human resource & technological capabili-

ties; unclear business regulation & restriction for SMEs to grow (Tambunan, 2007).  

Strategic management in SMEs have different processes which usually do in large organiza-

tion. They need strategy since they will face more challenges in globalization era. The bene-

fits of using strategic management in SMEs will prepare the company to get ready to confront 

any controlled and/or uncontrolled issues, evaluating the implementation of the strategy, pro-

viding information of the issue of „fit‟ with the environment, and aids for understanding of 

the nature of environmental change. However, there are still limitations of using strategic 

management due to lack of knowledge of strategic management techniques, lack of time and 

planning; feeling uncertainty about the future, lack of managerial skills and being heavily in-

volved in the daily and routine operations (Analoui & Karami, 2003). 

Furthermore, with this fact in mind we thought it would be interesting to do research on how 

strategic management is used in SMEs and how strategic management impact on their per-

formance, what are the important factors for strategic decisions. 

1.2 Problem Discussion 

Research into strategic management and its implementation has become the main focus in 

SMEs because of its key role in generating economic wealth (Bantel & Jackson, 1989). How-

ever, there is a main argument about whether SMEs need to develop a strategic plan? Some 

writers have argued that formal strategic management procedures are particularly inappropri-

ate for SMEs that have neither the management nor financial resources to indulge in elabo-

rate, strategic management techniques (Cragg & King, 1988). Although, there is still debate 

of the application of strategy in SMEs in many researches – positive impact of using strategic 

management as a tool to achieve sustainable and competitive advantage cannot be ignored 

(Analoui & Karami, 2003). 

SMEs are generally more productive than large firms, but financial markets and other institu-

tional failures impede SMEs development (Sinha, 2003). Thus, pending financial and institu-

tional improvement, direct government financial support to SMEs can boost economic 

growth and development (Sinha, 2003). However, nowadays, it‟s difficult for SMEs to sur-

vive and grow due to the lack of experience in strategic management, limited resources and 

the fierce environment in which they operate. 

Furthermore, there are not much research has been done in East Asia (especially in China and 

Indonesia) on the impact of strategic management on SME performance. When considering 

the increasing importance of strategic management in SMEs and their contributions to China 

and Indonesia economy, it is obvious that there is a growing need for researches giving un-

derstanding on the role of strategic management. One can argue that the need for such infor-

mation will become more important as the competition is becoming fiercer than before, due 

to many new SMEs enter into  market from both domestic and  international. 

Although, there are many advantages to use strategic management, there are still many SME 

organizations that resist using it, since some of them may think this process is only useful for 

larger organizations and due to this, they do not recognize that it‟s also very helpful for SMEs 

as a whole. Besides this, many small businesses do not believe in long term planning, so they 

do not know what the future holds for them. Considering the contradictory views discussed 

so for, this thesis will address the impact of strategic management in SMEs performance in 
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order to be able to determine whether strategic management is significant or not for their sur-

vival and success. We post the following research questions, which will be answered in this 

study:  

1. What are the common/different characteristics of strategic management of SMEs in 

China and Indonesia? 

2. What are the crucial strategic management factors (issues) for firm‟s survival & 

growth in China and Indonesia?  

1.3 Purpose 

The purpose of this thesis is to find out how the strategic management determine / affects / 

influence SMEs performance in South East Asia and specifically in China and Indonesia. 

Moreover, its purpose is to identify the crucial factors that determine survival and growth in 

the two countries.  

1.4 Delimitation 

The scope of this thesis cannot capture all important areas in strategic management. There-

fore, there are some areas of this thesis that delimits itself in order to maintain an understand-

ability of this topic. 

Firstly, the scope of this research does not cover the whole East Asian region. The empirical 

data will only be collected in two countries, which are Indonesia and China due to limited re-

sources.  

Secondly, the thesis does not give a list of advice for the companies. Instead, in this thesis, 

the aim is to study strategic management in China & Indonesia SMEs and to find out how the 

strategic management affects their performance – if the company that we investigated use 

strategic management.  

1.5 Definitions 

This section will define the relevant and central concepts that will be applied in this thesis.  

Strategy - Organization's strategies as its goal-directed decisions and actions in which its ca-

pabilities and resources are aligned with (matched to) the opportunities and threats in its envi-

ronment.  The chosen strategy should help an organization achieve its goals, but deciding on 

(formulating) a goal-directed strategy is not enough. Strategy also involves goal-directed ac-

tions, that is, implementing the strategy. Organization‟s strategy involves not only what it 

wants to do, but doing it. The organization's strategy should take into account its key internal 

strengths (capabilities and resources) and external opportunities and threats (Coulter, 2008) 

(See chapter 4) 

Strategic Management –  Strategic management is a process of analyzing the current situa-

tion; developing appropriate strategies; putting those strategies into action; and evaluating, 

modifying, or changing those strategies as needed. These activities usually called situation 

analysis, strategy formulation, strategy implementation, and strategy evaluation (Mary Coul-

ter 2008). Strategic management included four characteristics: interdisciplinary, external fo-

cus, internal focus, and future oriented (Coulter, 2008). 
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Figure 1. Basic Activities of Strategic Management (Coulter, 2008). 

Performance- The results of activities of an organization or an investment over a given pe-

riod of time (Investorwords.com, 2008). Accomplishment of a given task measured against 

preset standards of accuracy, completeness, cost, and speed (BusinessDictionary.com, 2008). 

Organization performance include two types which are financial and non financial. In this 

thesis, we focus on financial performance and we will expand this issue in the analysis part.  

SME (Small and Medium-sized Enterprise) – There are different standards about the defi-

nition of SMEs in China and Indonesia according to these two countries‟ regulations. 

I. Small and Medium-sized Enterprise in China  

SMEs in China are identified by the total number of employees and annual turnover vary by 

industry sector (see table 1).  

Industry Company size 
Number of  

employees 

Annual turnover 

(million CNY) 

 

Manufacturing 

Medium size 300-2000 30-300 

Small size <300 <30 

 

Construction 

Medium size 600-3000 30-300 

Small size <600 <30 

Wholesales 
Medium size 100-200 30-300 

Small size <100 <30 

Retail 
Medium size 100-500 10-150 

Small size <100 <10 

Accommodation /  

restaurant 

Medium size 400-800 30-150 

Small size <400 <30 

Transportation 
Medium size 500-3000 30-300 

Small size <500 <30 

Strategy 

formulation

Strategy 
Implementation

Strategy

Evaluation

Situation 
Analysis

http://www.investorwords.com/7202/result.html
http://www.investorwords.com/92/activity.html
http://www.investorwords.com/3504/organization.html
http://www.investorwords.com/2599/investment.html
http://www.investorwords.com/3669/period.html
http://www.investorwords.com/3669/period.html
http://www.businessdictionary.com/definition/time.html
http://www.businessdictionary.com/definition/task.html
http://www.businessdictionary.com/definition/standards.html
http://www.businessdictionary.com/definition/accuracy.html
http://www.businessdictionary.com/definition/cost.html
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Post 
Medium size 400-1000 30-300 

Small size <400 <30 

 

Note: Exchange rate: 1EURO=8.8257 CNY (Bank of China, 2009-3-13) 

II. Small and Medium-sized Enterprise in Indonesia  

In Indonesia, there are several definitions of SMEs. In this study, we use definition from the 

State Ministry of Cooperative and Small & Medium-sized Enterprises (Menegkop & UKM) 

and Central Statistic Agency (BPS), the details are as follows.  

 

Company size 
Number  

of employees 

Total Assets 

(Not including land and 

buildings for business) 

(currency: Rp) 

Turnover 

(currency: Rp) 

Small size  
5- 19 

 

 

50 million - 500 million 

 

300 million - 2.5 billion 

Medium size 20 - 99 500 million - 10 billion  2.5 billion - 50 billion 

 

Note: Exchange rate: 1EURO=11,986.53 IDR (Universal Currency Converter, 2009-03-16) 

1.6 Disposition 

Chapter 2 – Frame of Reference 

This chapter discusses theories and model that provide readers with knowledge of strategy 

and strategic management which are related with SMEs as well as other theoretical informa-

tion relevant to the purpose. The theories chosen will help us to explain how strategic man-

agement affect SMEs performance.  

Chapter 3 – Methodology 

In this chapter explain the method chosen and discuss methodological terms. A discussion is 

held about theoretical concepts that relevant to the present study, research philosophy, re-

search method (qualitative method & case study approach), research strategy and the data 

collection process. This involves in determining the sample for the empirical study as well as 

choosing interviews as a data gathering method. The final sections of this chapter are dedi-

cated to the discussion on trustworthiness and ethics issues. 

Chapter 4 – Empirical Findings 

In this chapter, we present the empirical findings for this study. The empirical findings con-

sist of information collected from primary data, that is, from the  interviews with top man-

agement and middle management of  SMEs both in China and Indonesia. 

Table.1 SMEs definition in China (Xinhuanet, 2009) 

 

Table.2 SMEs definition in Indonesia (Menegkop No.20 (2008) & BPS) 
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Chapter 5 –Analysis 

This chapter, we present the empirical findings from the interview. We will present the inter-

pretative and analytical work base on the collected empirical data. Thus, this chapter will in-

terpret and analyze the empirical findings from the interview by using theories and concepts 

from chapter 2. 

Chapter 6 – Conclusion 

In this chapter we present  the conclusion of this thesis. We will begin by answering the pur-

pose and continue answering  research questions and presents some suggestion for further re-

search within the field of strategic management in SMEs. 
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2 Frame of Reference  

This chapter discusses theories and model that provide readers with knowledge of strategy 

and strategic management which are related with SMEs as well as other theoretical informa-

tion relevant to the purpose. The theories chosen will help us to explain how strategic man-

agement affect SMEs performance.  

2.1 The Field of Strategy 

There are different definitions of strategy conducted by many researchers. According to some 

research, there are two types of formation strategy, which are deliberate “planned” and emer-

gent “not planned” (Mintzberg, 1985). Emergent strategy usually comes through everyday 

routines, activities and processes in organization, in the other hand deliberate strategy formu-

lated or planned by managers (Johnson, Scholes, & Whittington, 2005). Emergent strategy 

that emerges from within the organization; deliberate strategy developed through the strategic 

planning process. 

Deliberate strategies provide the organization with a sense of purposeful direction. Emergent 

strategy implies that an organization is learning what works in practice. Mixing the deliberate 

and the emergent strategies in some way will help the organization to control its course while 

encouraging the learning process (Hax & Majluf, 1996). Emergent strategies and deliberate 

strategies both play an important role for SMEs. Karl-Heinz (2007) stated that emergent 

strategy formation in SME is strongly related to the personality of the owner, who, in turn, is 

able to quickly capture new opportunities in dynamic environments. Deliberate strategies are 

clearly formulated intentions that are articulated by the top managers and (Karl-Heinz, 2007) 

implemented by formal controls, regarded corporate growth and technological leadership 

which are more important than emergent strategies. 

2.1.1 Levels of Strategy 

There are three main types of strategies which are corporate strategies, business strategies and 

functional strategies. Choosing an appropriate strategy is important before formulating the 

strategy.  

Corporate strategy usually imposed by top management. This first level of strategy deter-

mines what the business should be and how the activities should be structured and managed. 

The strategy is responsible for defining the firm‟s overall mission and objectives, validating 

proposals emerging from business and functional levels and allocating resources with a sense 

of strategic priorities (Hax, 2001). 

Business strategy is in the second level, which is concerned with maintaining competitive ad-

vantage in each strategies business unit. Business strategy or competitive strategies are con-

cerned with how an organization is going to compete in a specific business or industry (Coul-

ter, 2008).  

Functional strategy or operational strategies are the short-term (less than a year) goal-

directed decisions and actions of the organization‟s various functional areas (Coulter, 2008). 

Functional areas are such as marketing, operation, production, finance, and human resources. 

The company needs to maintain its competitive strategy from each functional area in order to 

support business & corporate strategy.  
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2.2 SMEs Strategic Management Model 

The model below describes the process of strategic management in SMEs. There are four 

stages which are environmental analysis, strategy formulation, strategy implementation and 

strategy control and development (Analoui & Karami, 2003; Coulter, 2008). 

In this process, the company need to assess to external & internal analysis to get full under-

standing of the current situation before formulating the strategy. Once SMEs business owners 

decided on their visions, they need strategy for future plan. The next step is to implement the 

strategy by identifying factors that may influence the future direction of SMEs. Eventually, 

strategy need to be controlled, reviewed from past performance and learned for future devel-

opment. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Dynamic SMEs Strategic Management model ( Analoui & Karami, 2003). 

2.2.1 Environmental Competitive Analysis 

There are different perspectives in analyzing competitive advantage. One of them is envi-

ronmental factors. These factors, such as government regulation, competitors and socio-

culture could be the opportunities that should be explored by SMEs. In general, the environ-

ment factors are classified into two main groups: external environment and internal environ-

ment.  

Environment is divided into two perspectives: the environment as a source of information and 

the environment as a source of resources perspective (Coulter, 2008). We will focus on envi-

ronment as sources of information to analyze how the external analysis (information) & in-

ternal analysis provide and influence the management in SMEs for planning and decision 

making. 

Internal 
Environment 

External 
Environment 

Environmental 
Analysis 

SME Manager’s 
vission 

Strategy 
 Formulation 

Developing  
mission statement 

Objectives  Identifying  
strategic issues 

Defining strategic 
alternatives 

Strategy  
Implementation: 

Structure,  
Leadership,  

Culture 
 

Strategy Control 
and Development 
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A. External Analysis 

External analysis is the process of scanning and evaluating an organization‟s external envi-

ronment (Coulter, 2008). There are several features of external analysis, but we only focus on 

macro environmental analysis. Macro environment is the set of factors influences that are not 

specific to an organization or the industry in which it operates, but that nonetheless affect 

them (Rieple & Haberberg, 2008).  

Regardless of industry, the external environment is critical to a firm's survival and success 

(Ireland, Hoskisson, Hitt 2007). Analyzing external environment is very important for both 

researchers and firms, since it can help researchers to understand the motivations of com-

pany's activities and also help company to take more appropriate actions. 

Firm's external environment is divided into three major areas: the general, the industry, and 

competitor environments. The general environment is composed of dimensions in the 

broader society that influence an industry and the firms within it, it included several envi-

ronmental segments, such as demographic, economic, political/legal, sociocultural, techno-

logical and global (Ireland, Hoskisson, Hitt 2007). 

 

 

 

 

 

 

 

 

 

 

 

Although, companies cannot directly control the general environments, companies can collect 

information to understand the present status and predict future trends. 

The industry environment: The industry environment is the set of factors that directly in-

fluences a firm and its competitive actions and competitive responses: the threat of new en-

trants, the power of suppliers, the power of buyers, the threat of product substitutes, and the 

intensity of rivalry among competitors. In total, the interactions among these five factors de-

termine an industry„s profit potential. The greater a firm‟s capacity to favourably influence its 

industry environment, the greater the likelihood that the firm will earn expected returns (Ire-

land, Hoskisson, Hitt 2007). 

Competitor’s environment: Competitor Environment is the part of a company's external en-

vironment that consists of other firms trying to win customers in the same market. It is a 

segment of the industry that includes all immediate rivals. It‟s very important for firm to un-

derstand the competitor‟s environment through competitor analysis. Competitor analysis is 

Figure 3. General Enviroment (Ireland,Hoskisson,Hitt 2007)  

 

Industry environment 
Threat of new entrants 

Power of suppliers 
Power of buyers 

Product substitutes 
Intensity of rivalry 

-------------------------------
------------- 

Competitor environ-
ment 

Demographic 

Political/Legal 

Technological 

Global 

Sociocultural 

Economics 
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focused on predicting the dynamics of competitors‟ actions, response, and intentions. In 

combination, the results of the three analyses the firm uses to understand its external envi-

ronment influences its vision , mission , and strategic actions (Ireland, Hoskisson, Hitt 2007). 

PEST analyses are known for analyzing macro environment and include four main factors 

which are Political, Economical, Socio cultural, and Technology. Political factors affect the 

stability of industry environment and uncertainty makes difficult for managers to develop 

strategy, thus stability in politic is needed for them.  Economic factor such as economic 

growth, unemployment issue, interest rates impact the competition in industry. Socio cultural 

factor affect consumer purchasing power such as social trend (music, style, dressing etc). 

Technology factors such as new innovation, speed internet connection, net working and other 

technological change affect the ways organization run its business. In general, this analysis 

emphasis in general environment for particular industry sector includes customer, supplier 

and competitors which are linked each other (Coulter, 2008).  

B. Internal Analysis 

The environmental analysis enables SMEs to cope with the uncertainty and changes of their 

environment (Meyer & Heppard, 2000). Internal analysis is the process of evaluating an or-

ganization‟s resources and capabilities (Coulter, 2008). Internal environment factors included 

organizational structure, owner structure, firm resources, management style and culture, etc. 

We will focus on these factors to analyze the internal environment. First, we will explain 

about the company resources since it‟s important for building competitive advantage. Firm 

resources include all assets, capabilities, organizational process, firm attributes, information, 

knowledge, etc controlled by a firm that enable the firm to conceive of and implement strate-

gies that improve its efficiency (Daft, 1983). We will also look on SMEs owner structure 

since owner structure decided on governance structure, also has effect on company culture 

and management style.  

Firm Resources & Internal Capabilities 

Resource is inputs used by firms to create products and service, and capabilities are a firm‟s 

skill at using its resources to create goods and service; combination of procedures and exper-

tise on which a firm relies to produce goods and services (Coulter, 2008). 

Resource-based approach is used by the companies to help them compete with other com-

petitor more efficient and effectively. There are two different type of resources are tangible 

resources (plant, building, finance etc), intangible resources (information, culture, reputation, 

& knowledge), and organizational capability (human resource skill, management style) 

(Johnson, Scholes, & Whittington, 2005). Indeed, unique resources as source of distinctive 

competence that cannot easily imitate by its competitors. 

Human resource is tangible and valuable assets in organization. Recruiting, motivating, and 

retaining employees with adequate skills and talents has significantly impact on strategic im-

plementation. The involvement of human resources in the strategic implementation is related 

with the business owner perception since both of them involve in strategic activities. Thus, 

human resource as a factor for creating knowledge play an important role in increasing firm‟s 

performance and its competitiveness in high performance SMEs (Analoui & Karami, 2003). 
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Owner Structure  

Culture 

One may argue organisational culture is the „basic assumption and beliefs‟ that are shared by 

members of an organisation, that operate unconsciously and defined in a basic taken-for-

granted fashion – an organisation‟s view of itself and its environment  (Johnson, Scholes, & 

Whittington, 2005). Business owner‟s personal values and beliefs have great impact on SMEs 

culture. Culture is an intangible asset of a firm that is difficult to imitate; for instance, com-

petitors may imitate the company‟s human management strategy; however, it‟s difficult for 

them to implement it in organization with different cultures. Indeed, organizational structure 

and management style can influence culture (Analoui & Karami, 2003). 

Organizational Structure 

In some SMEs, they do not have formal organizational structure. By using informal organiza-

tional structure, the business may respond quickly in markets and customer‟s expectation. 

However, its disadvantage is becoming more obvious. The disadvantage of informal structure 

includes: may work against best interests of the entire organization; susceptibility to rumour; 

may carry inaccurate information; resistance to change; diversion of work efforts from impor-

tant objectives and feeling of alienation by outsiders (Richard, 2008). 

Leadership 

Leadership is one of the important factors to business success. SMEs are often characterized 

by strong personal and leadership of the owner manager. Owner-managers use intuition more, 

whereas other managers favour a more structured and logical approach (Dyer, 1997). The 

personal objective, personal experience and educational background are reflected on man-

agement style.  

Managers in large organizations are described as being risk averse and use a top-down ap-

proach to make decisions, whereas Owner-managers are more risk taking – they share their 

visions and use bottom up approach to make decision (Dyer, 1997). 

2.2.2 Strategy Formulation 

Strategy formulation is the process of deciding what to do (Carpenter & Sanders, 2009). 

SMEs business owners need to decide „what to do‟ by implementing the strategy that they 

choose for long term achievement. 

Developing mission, vision statement is part of strategic management before the company set 

up the business. Vision and mission is a foundation for management to determine what they 

want to achieve and it should clearly states in the organization by means of achieving long 

term objectives. SMEs business owners usually have strong entrepreneurial vision shared 

with the employees in the organization. They will be responsible for the growth of the busi-

ness if they use formal strategy approach in organization activities.  Developing mission and 

mission in SMEs is important, since a researcher found that the mission statement in SMEs 

tends to place more emphasis on concern for survival, product or services (O'Gorman & 

Doran, 1999).Vision and mission decide the objectives of their business, and it‟s the guidance 

for company‟s development. 

Goal or objectives is general statement of aim or purpose (Johnson, Scholes, & Whittington, 

2005). SMEs business owner usually try to find opportunities based on particular resources. 
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The choices of strategy that they used may limit for particular market, product or service. 

Moreover, the using of strategy is influenced by owner expectation. 

Strategic issue identifies problems or issues happening in the current situation. SMEs busi-

ness owners‟ need to decide „what to do‟ based on the analysis of internal resources, capabili-

ties and the external environment (Analoui & Karami, 2003). 

Defining strategic alternatives is another approach to formulate the strategy. Uncertainty 

market condition and competition affect SMEs business owners of choosing appropriate 

strategy. By using strategy, SMEs can identify the company‟s weaknesses and strengths 

which help business owners to formulate alternative strategies simultaneously forecasting fu-

ture decision for competing with their rivals. Thus, a strategic alternative is needed to decide 

the next step decision, „go or no go‟, by means of pursuing business opportunity (Analoui & 

Karami, 2003). 

2.2.3 Strategy Implementation 

Strategy implementation is the process of performing all the activities necessary to do what 

has been planned (Carpenter & Sanders, 2009). Other researcher argue that strategic imple-

mentation consider as a process which might involve changes according to the overall cul-

ture, structure and/or management system of the entire organization (Wheelen and Hunger, 

1998).  

In the context of SMEs, the role of top management as strategic makers has greater impact 

for implementing the strategy and they have authority in decision making that influence the 

whole organization structure. The managerial skill is crucial for management to implement 

strategy correctly and appropriately. Indeed, successful strategies depend on effective imple-

mentation. 

Strategic Planning  

Strategic planning is part of strategy implementation. Management need to organize and plan 

activities for success in business venture. A plan describes as a blueprint for goal achieve-

ment and specifies action like necessary resource allocation and task (Daft R. L., 2000).  

In SMEs or entrepreneurial firm, a written strategic plan has no explanatory power in respect 

of organizational behaviour since personal strategic vision of owner-manager determines ac-

tual strategy that people should follow (Woods & Joyce, 2003). On the other hand, using stra-

tegic planning gives advantages for SMEs such as helping a firm to focus and be flexible; 

improving performances, improving coordination between organizational division, improving 

control for measuring the achievement of the objectives and time management, which helps 

business owners to decide what is important and how to allocate time in their commitment 

(Chell, 2001). 

There are two models of strategy in SMEs. They are rational model and intuitive learning 

model. The rational model tend to consider in strategy making as a formal activity in the firm, 

on the other hand, the intuitive learning model focus on the internal dimension of the organi-

zation (culture, leadership & human resource policy) (Hamel, 1996). Furthermore, SMEs 

business owners tend to rely on their personal experience and intuition involve in strategic 

planning rather than delegating authority to others.  

The process of planning in SMEs related to business owners awareness of external and inter-

nal factors that affect business activities. SMEs that use formal strategic planning explicitly 

state mission, vision and long term objectives; on the other hand, SMEs with informal strate-
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gic planning only focus on a specific project, monitoring long term financial objectives and 

the company‟s performance (Analoui & Karami, 2003). 

2.2.4 Strategy Control and Development 

According to research, strategic control is concerned with tracking a strategy as it is being 

implemented, detecting problems or changes in its underlying premises, and making the nec-

essary adjustments (Analoui & Karami, 2003). Strategy control and development is needed to 

evaluate the company performance. Prior decision will affect future direction; ergo, review-

ing and learning from previous performance is important since current success does not guar-

antee future success. 

Environmental analysis, strategy implementation & formulation are indicators for controlling 

processes, continuing with measuring performance and ending with critical assessments of 

achievements. Once the company controls its strategy, they also need to develop, which is 

known by using strategic planning. Strategic planning may take the form of systematized, 

step-by step, chronological procedures to develop or coordinate an organization‟s strategy 

(Johnson, Scholes, & Whittington, 2005).   

2.3 Strategic Choices 

Competition is the heart of the success or failure of the business (Porter, 1985). Thus, the 

competitive strategy of the firm is needed to survive and grow in the competitive market 

arena. 

Porter (1985) stated that generic strategies of competitive advantage are cost leadership, dif-

ferentiation and the focus.  Firstly, Cost Leadership consists of two types, which are, “no 

frills strategy” and “low price strategy”. No frills strategy is combination of low price, low 

perceived product or service benefits and focus on a price-sensitive market; on the other 

hand, low price strategy seeks to achieve a lower price than competitors, whereas trying to 

maintain similar perceived product or service benefits to those offered by competitors. Sec-

ondly, differentiation strategy seeks to provide products or services benefits that are different 

from those of competitors and that are widely valued by buyers. Thirdly, focus (niche) strat-

egy seeks to provide product or service usually to a selected market segment (Johnson, Scho-

les, & Whittington, 2005). 

Furthermore, the cost leadership and differentiation strategies pursue competitive advantage 

in a broad range of industry segment. On the other hand, focus strategies (niche) tend to focus 

on narrower segment and develop its strategy to achieve competitive advantage in its targeted 

segment.  

Strategic choices for SMEs often limited to focus strategy because of their small size and 

competitive scope.  Indeed, it would be difficult to compete in the broad market with large 

organization even on the basis of low cost or differentiation. However, by using narrow niche 

strategy, SMEs can build competitive advantage by developing low cost or differentiation. A 

Niche strategy is often used by small and medium-sized enterprises (Lasher, 1999; Hoskins-

son, 2000).  In addition, it would better of choosing one of the strategies in order to avoid un-

derperformance result because of using several activities in the same time (Coulter, 2008).  

2.4 Strategy and Firm’s Performance 

We will explain the relationship between strategic fit, dynamic capabilities and organizational 

resources that affect the firm‟s performance in a competitive environment.  
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2.4.1 Strategic Fit 

The concept of strategic fit strongly relates two elements that are internal capacity of the firm 

and external environment, which affect the firm‟s performance in the competitive environ-

ment (Rieple & Haberberg, 2008). Uncertainty market condition affect SMEs business owner 

for future planning. The more business owner can perceive the environment, they are more 

likely to prepare for competitive actions by using its past historical performance and internal 

capabilities (manager, employee, and etcetera) to react the changing market.  

Some researchers mentioned two types of environments, which are Hostile and Benign envi-

ronments. Hostile environment is characterized by precarious industry settings, intense com-

petition, harsh and overwhelming business climates; on the other hand, Benign environment 

provide a safe setting for business operation (Covin & Slevin, 1989). In this case, organiza-

tional capabilities play an important role to respond to unpredictable environments.  

The firm must be adapted to – must „fit‟ – with its environment that they find by itself in a 

competitive dynamic environment (Rieple & Haberberg, 2008).  It must also be internally 

consistent – that is the need for the organization to match its strategy with current environ-

mental situation. A group of researchers studying dynamic fit (Siggelkow, 2002; Zajac et al., 

2000) have noted that firm-level changes must concur with the rate of change in the business 

context (e.g. changes in market, regulation) for the firm to be able to survive. 

Furthermore, it is important to concentrate on strategy issues to obtain competitive advantage 

in a dynamic business environment. If SMEs are consistent using the strategy during the im-

plementation process, they can build competitive advantage from other business competitors. 

Indeed, strategic consistency can boost the firm‟s performance since it can be a signal for the 

existence of a strong competitive strategy (Tikkanen, Nokelainen, Suur-Inkeroinen, & Lam-

berg, 2009). 

2.4.2 Dynamic Capabilities / Core capabilities & Organizational Resources 

Capabilities are considered core if they differentiate a company strategically (Leonard-

Barton, 1992).To some extent, how differentiated skills, resources as effective ways for cor-

porate survival depend on how they manage and retain their important capabilities. 

Core capabilities define as unique, difficult to imitate or superior to competition and tradi-

tionally treated as distinct technical systems, skills and managerial system and this dimension 

are deeply rooted in values (Leonard-Barton, 1992). According to Leonard-Barton (1992) 

,there are four dimensions of core capabilities. The first dimensions are knowledge and skills 

embodied in people which could be firm specific techniques and scientific understanding. 

The second, knowledge embedded in technical system represent such as information or com-

puter system, data base of products. The third dimension, managerial system, represents for-

mal and informal ways of creating knowledge (e.g. networks with partner) and controlling 

knowledge (e.g. incentive system and reporting structures). The last dimensions are value and 

norms assigned within the company to the content and structure of knowledge, means of col-

lecting knowledge (e.g. formal degrees vs. experience) and controlling knowledge (e.g. indi-

vidual empowerment vs. management hierarchies). Thus, all four dimension of core capabil-

ity are interrelated, interdependent knowledge system. 

Competitive environment and competition affect company‟s survival. Indeed, the firms need 

to develop the “dynamic capabilities” to create, extend and modify their business ways. Prior 

to previous research, dynamic capability is the capacity of an organization to purposefully 

create, extend, or modify its resources base (Helfat, et al., 2007). The dynamic capabilities 
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concept related with organizational process to pursue business opportunities. The role of 

management is important since they have ability to identify problem & opportunity by using 

their experience and capability, which also known as dynamic managerial capabilities ( Hel-

fat, et al., 2007). The better the firm use its resource (tangible, intangible and human re-

source), the stronger the firm‟s dynamic capability to adapt in business environment. More-

over,  how well dynamics capabilities „fit‟ with the internal and external environment of the 

firm will affects their usefulness as a means for adapting to, exploiting and creating change in 

the business environment (Helfat, o.a., 2007). 

One may argue strategic process and content explained in different way. Strategic content 

emphasize on the “what” question of strategy or “what” defines dynamic capabilities, on the 

other hand, the focus of strategy process on “how” question related to dynamic capabilities 

affect firm performance (Helfat, et al., 2007). 

As we know, one of the basic activities of strategy is formulation and implementation that 

depends on the firm‟s internal activities (goal & objective). Both of them are part of strategy 

process. Indeed, there are relationships between dynamic capabilities and organizational per-

formance. In the competitive environment, it would be better for firms to concern more on 

process of using their strategy rather than strategic outcomes. By doing so, they can under-

stand how to manage the process and pursue opportunity in a competitive environment. Es-

tablishing relationship among process characteristics, process outcomes, and competitive out-

comes has tremendous potential contribution to understand how competitive advantages de-

velop (Helfat, et al., 2007). 

2.4.3 Performance 

The effect of strategic management in SMEs performance can be measured from financial 

and non financial aspects. Standard for such measurement are different for organizations that 

are dependent on objective & goal, which they want to achieve. This is the traditional ap-

proach, which emphasises on organizational effectiveness by using qualitative or intangible 

success factors for measuring it; for instance, a company‟s image, culture, technological 

competence learning, employee morale and so on (Analoui & Karami, 2003.) 

On the other hand, the other approach highlighted of quantitative analysis of organization‟s 

financial and operational performance (Rieple & Haberberg, 2008; Venkatraman & Ramanu-

jam, 1987). Financial performance such as sales growth, net income growth, and return on 

investment (ROI) and so on; in contrast to it, operational performance takes account on im-

proving product quality, introduction to new product, market share and the like.  

The different measurements have their own benefit and limitation when doing research. It‟s 

important for strategic analysis on how well an organization is performing (Rieple & Haber-

berg, 2008). Firstly, it will give more precise on its competitive advantage; secondly, it will 

show if there is mismatch between what they do and what it really is doing. Furthermore, us-

ing performance measurement will help to find appropriate strategy that companies need to 

use.  
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2.5 Summary of Theory 

This figure illustrates our research framework of the process, regarding the effect of strategic 

management in SMEs performance. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Problem  

- Do not use or resist to use strategic management 

- Lack of experience (managerial capabilities) 

- Short term goals 

 

 

Analysis  

- External and Internal Environment 

- Strategy Process  

- Performance (Financial /non financial, Strategic Fit,  

Dynamic Capabilities) 
   

 

 

Theory  

Strategy, Strategic Management, Environment, Performance 
 

 

Empirical Findings 

Data Collection 

Interview with Indonesian and Chinese Company 

 

 

Conclusion 

The impact of strategic management on SMEs performance 

Purpose 

- To find out how the strategic management determine / affects / influence 

SMEs performance in South East Asia and specifically in China and Indo-

nesia.  

- To identify the crucial factors that determines survival and growth in the 

two countries.  

 
 

Figure 4. Summary of Theory 



 

 
17 

3 Methodology 

In this chapter explain the method chosen and discuss methodological terms. A discussion is 

held about theoretical concepts that relevant to the present study, research philosophy, re-

search method (qualitative method & case study approach), research strategy and the data 

collection process. This involves in determining the sample for the empirical study as well as 

choosing interviews as a data gathering method. The final sections of this chapter are dedi-

cated to the discussion on trustworthiness and ethics issues. 

3.1 Philosophy of Science 

Choosing appropriate scientific research methods is an important part since it‟s our guideline 

for the whole study. There are two types of research philosophy when approaching the scien-

tific orientation, which are, positivism and hermeneutics (Saunders, Lewis, & Thornhill, 

2003).   

The principles of positivism prefer to work with an observable social reality and end up with 

research products that can be generalized similar to those produced by the physical and natu-

ral scientists (Saunders, Lewis, & Thornhill, 2003). Positivist researchers‟ deal with experi-

ments as observers, only, and their findings are not based on individual perspective and per-

ceived as natural science.  

Consequently, hermeneutic aim at understanding and building interpretation on objects that 

can be applied to every situation. According to Richard Kearney, this phrase “expresses the 

basic premise of hermeneutics: that the symbols of myth, religion, art and ideology all carry 

messages that may be uncovered by philosophical interpretation” (Quoted in Crotty, 1998, p. 

88). The hermeneutic interpretation is influenced by individual researcher situation (person‟s 

history, culture, and prejudice). In addition, different investigators and perspectives have re-

sults on different “truths” for the same phenomena (Ryan, 2003). 

Thus, we believe hermeneutic view is in line with the purpose of this thesis, which means that 

everything presented in this thesis will be analyzed and interpreted using our knowledge 

about the phenomena of strategic management in SMEs.  

3.2 Research Approach 

There are three ways of doing research approach, which are, deductive, inductive and abduc-

tive (Alvesson & Sköldberg, 2003). The deductive approach that develops a theory and hy-

pothesis (or hypotheses) and designs a research strategy to test the hypothesis, or the induc-

tive approach, which collects data and develops theory as a result of data analysis (Saunders, 

Lewis & Thornhill, 2003, p.85). Furthermore, theoretical abduction is the process of inferring 

certain facts and/or laws and hypothesis that render some sentences plausible, that explain or 

discover some (eventually new) phenomenon or observation; it is the process of reasoning in 

which explanatory hypotheses are formed and evaluated (Magnani Lorenzo, 2002). 

Thus, inductive is the most appropriate to our research since we are using existing theories 

and emphasis on empirical findings through data collection on several SMEs in China & In-

donesia in order to generate new ideas and concepts for this research.  

3.3 Research Method 

The research method can be explained by two methods, which are, qualitative and quantita-

tive (Ghauri & Gronhaug, 2005). Qualitative are associated with data collection that classify 
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into categories and analysis through the use of conceptualization (Saunders, Lewis & Thorn-

hill, 2003, p.378); in the other hand, quantitative usually associates with numbers that are 

very useful for analytical purposes (Ghauri & Grönhaug, 2005).  

Furthermore, qualitative is the appropriate method for this thesis since we aim to understand 

the phenomenon of SMEs strategic management on different levels. One of the important 

steps in this research is finding a respondent and doing semi-structured interview. In order to 

gain more information, we conducted interview with middle management and top manage-

ment of the company through phone call. This method help us to explore into deeper stages 

of analyzing our subject and support our research. 

3.4 Case Study Approach 

This thesis undertakes case study research for obtaining the empirical data by interview. The 

case study is a research strategy that focuses on understanding the dynamics present within 

single settings(Eisenhardt,1989).Case studies can involve either single or multiple cases, and 

numerous levels of analysis (Yin, 2003).Single cases are appropriate either when a particular 

case is critical, extreme, unique or revelatory proposed by Pervez (2004). Comparative or 

multiple case studies means ask or study the same questions in a number of organizations and 

compare with each other to draw conclusions (Pervez, 2004). Eisenhardt (1989) states that 

case studies are combination of data collection methods such as archives, interviews, ques-

tionnaires and observations.  

Firstly, case study defines as a strategy for doing research which involves an empirical inves-

tigation of a particular phenomenon within its real life context by using multiple sources of 

evidence (Ghauri & Gronhaug, 2005). According to our research questions, we would like to 

explore questions concerning “what” and “how” as our objective which can later be studied. 

Secondly, according to Ghauri & Grönhaug (2005), it is possible to study a number of or-

ganization which familiar with comparative case studies. As we can see, it is in line with the 

goal of this thesis because it‟s not only looking for general explanation but also appropriate 

for particular research purpose. In this thesis, we hold interviews to collect data from four or-

ganizations, that means we used multiple cases for this research. We asked the same question 

to these four SMEs organizations in China & Indonesia and compare the similarities & dif-

ferences of characteristics of strategic management in each country.  

The use of multiple investigators has two key advantages. Firstly, it will enhance the creative 

potential of the study and secondly, the convergence of observation from multiple investiga-

tors enhances confidence in the findings (Eisendhart, 1989).  

Selection of Cases 

Selecting cases is an important aspect of building theory from case study (Eisendhart, 1989). 

This section is in line with our research purpose. Since this thesis relies on theoretical not sta-

tistical, Eisendhart recommend to choose theoretical sampling in order to replicate or extend 

the emergent theory and provide examples of polar types. This polar types relates with com-

pany‟s criteria (SMEs criteria definition) are industry of operations, turnover and the number 

of employees. We believe, by selecting SMEs in our research, it would be flexible and easier 

to get in-depth information since usually small firm has faster communication lines within 

organization (Ghauri & Grönhaug, 2005). 

Although there are no standard format for how many cases we should include in study since 

there is no upper limit or lower limit to the number (Ghauri & Grönhaug, 2005), we selected 
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two SMEs from each country (Indonesia and China), and performed interviews with them. 

Since some researchers argue that a number between 4 and 10 cases usually works well, and 

more than 10 cases become difficult to cope with the complexity and volume of the data (Eis-

endhart, 1989).  

3.5 Data Analysis 

Since we chose qualitative method as our research method, we conducted interview in order 

to gather data. Case studies typically combine data collection methods such as archives, in-

terviews, questionnaires, and observation (Eisendhart, 1989) 

Miles and Huberman (1994) focus the process analysis into three sub processes, which are 

data reduction, data display, and verifying conclusion. Data reduction includes simplifying 

the data collected and selectively focus on some parts. Then, organizing the selected data‟s 

into diagrammatic (visual display) before verifying conclusions. Thus, this thesis followed 

this recommendation that described in the figure below: 

 

 

 

 

 

 

 

 

We have followed this process for this thesis, for instance, we collected the data from several 

SMEs and after gathering the data, we reduced the data collected for the purpose of the re-

search. Moreover, in order to analyze the data, we have put them in organized way (in chart 

and graph). In addition, we have made comparison of these data to develop our analytical 

thinking. Besides, we drew to conclusion, and discussed the different activities and potential 

pattern of our findings. 

Data Collection 

Firstly, as we mentioned above, we collected data through interview. According to Saunders, 

Lewis & Thornhill (2003),There are three categories of interview are structured interview, 

semi-structured interview and unstructured interview. This thesis focused on the semi-

structured interview & in-depth interview. We addressed questions and at same time inter-

viewee explored and developed their answers for particular issues related with strategic man-

agement in SMEs. The data were recorded by note-taking during the discussion.  

We found four companies in China & Indonesia and performed interview with their middle 

management and top management by phone call. First of all, we informed them before con-

duct the interview since we know some of people in middle and top management level are 

busy (Saunders, Lewis, & Thornhill, 2003). It is important to interview those people since 

they have a better understanding of strategic issues more than others and they are basically 

the decision makers in the company. After we got permission from them about the interview, 

we followed up to set the time to do phone interview.  

Data Display 

Figure 5. Components of data analysis: interactive 

model (Miles & Huberman, 1994 , p.12) 

 

Source: Miles and Huberman (1994:23) 
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Furthermore, we prepared same format of interview in two separate languages (Chinese & 

Indonesian) and we used open question for in-depth interview and let the respondent answer 

questions in natural way. An open question is designed to encourage the interviewee to pro-

vide an extensive and development answer, and may be used to reveal attitudes of obtain 

facts (Grummit, 1980 & Saunders et al, 2003).Before the interview, we also sent interview 

questions to them by email to give them some time to preparing for those questions. We 

could not do the face to face interview due to long distances between us, that is, this inter-

view was a long distance interview, so it‟s necessary to send them questions by email to help 

them have a better understanding of this interview. The interview lasted about 40 minutes per 

interviewee. During the interview process, we tried to analyze the answers and after the inter-

view we sent our write-ups of our notes and the borderline illegitimate data to companies. 

The companies had the right to modify data if they feel inappropriate or incorrect. After we 

got permission from them, we used these data to support our research. 

Data Reduction 

Data reduction has been conducted several times during the writing process. To set bounda-

ries for this study, we concentrate on the role of strategic management and identifying pat-

terns of strategic management, while we omitted focusing on many aspects beyond that. Eis-

endhart (1989) argues that the selecting categories in case study needs to look for similarities 

and differences among these cases and the comparison process leads the researchers to the 

decision process. Further data reduction is obtained by comparing the cases in China and  In-

donesia. Finally, this study does not investigate all the field of strategic management,  but in-

stead focus on strategic process. Essentially, this  can be consider another data reduction.                                              

Data Display 

Obviously, one cannot display all the information obtained from interview, that means data 

reduction is necessary at the data display phase. Some researcher  argue that the weakness of 

using case study may tempt to capture everything from empirical finding and the result can 

be theory which is very rich in detail, but lack of simplicity on overall perspective (Eisend-

hart, 1989). We also can see that Miles and Huberman (1994) claim that the most frequent 

form of display has been extended text in the past and this indicates undesirable overload of 

data, therefore alternative display method should be used. In this thesis the empirical data 

display and major findings are presented in the empirical findings part (Chapter 4, p.38-39).  

3.6 Trustworthiness 

Reliability  

Reliability is concerned with the findings of the research and is one aspect of the credibility 

of the findings, the other is validity  (Collis & Hussey, 2003). Brewerton and Millward 

(2001) argue that one of the major shortcomings of semi-structured interview is the potential 

reduction in reliability. This can be caused by performing non-standardised approaches to in-

terview each respondent. However, to some extent, this disadvantage can be overcome by 

asking same question to every interviewees, and avoiding the situation where some questions 

are explained in greater details to some interviewees, and not to others (Arksey & 

Knight,1999). According to Arksey and Knight (1999), the issues of “interviewer & respon-

dent bias” may exist during the interviewing process. We are aware of this phenomenon, in 

order to overcome these potential shortages, during the interview, we were asking the same 

question from all the interviewees, we did not put any pressure on them and influence their 
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answers. Moreover, we do not draw the conclusions that  are not supported by data we col-

lected from them. 

Validity  

Validity refers to the truthfulness of inferences drawn from research findings (Mc Hugo, 

Drake, Brunette, Xie, Essock, & Green, 2006). There are different ways to measure validity 

of a study such as internal validity & external validity (Ghauri & Gronhaug, 2005). 

Internal validity pertains to the elimination of bias from the cause-effect relationship  (Mc 

Hugo, Drake, Brunette, Xie, Essock, & Green, 2006). Internal validity refers to the validity of 

causal inference, where truth value is established through structural corroboration (Rudestam 

& Newton, 1992). Our thesis addresses some issues which can improve internal validity. 

Arksey and Knight (1999) state that the length of interview as well as giving the interviewees 

an opportunity to freely express their point of view are one way to address internal validity. 

During the interview, we gave the interviewees scope to express their opinion in their own 

way. We also encourage them to elaborate, clarify their initial answers if necessary. More-

over, we allowed additional time for interview to ensure that the respondents feel free to re-

spond without time pressure. 

In order to decrease the respondent bias, we ensured the anonymous issue of every respon-

dent. Therefore, the name of the companies and interviewees does not reveal in this thesis - 

we use Arabic numerals and English letter instead of their name. This approach does not con-

flict with the purpose of this thesis, since the focus is on the effect of strategic management 

on SME performance. 

External validity pertains to the generalizability of the findings across people, settings, and 

time  (Mc Hugo, Drake, Brunette, Xie, Essock, & Green, 2006). External validity of a quali-

tative study is usually relatively low (Rudestam & Newton, 1992). Since this is a common 

problem for qualitative research, our thesis cannot be an exception. However, case study has 

its advantages in the theory building dimension. Eisenhardt (1989) claim that one strength of 

theory building from cases is that the resultant theory is likely to be empirically valid (that is, 

high empirical validity). The likelihood of valid theory is high, because the theory-building 

process is so intimately tied with evidence.  It is very likely that resultant theory will be con-

sistent with empirical observation. This intimate interaction with actual evidence often pro-

duces theory which closely mirrors reality (Eisenhardt,1989). From this aspect, the external 

validity of case study can be considered a high level. 

3.7 Ethics 

Ethics issues in qualitative research are often more subtle than issues in survey or experimen-

tal research. These issues are related to the characteristics of qualitative or field methodology 

which usually include long-term and close personal involvement, interviewing and partici-

pant observation (Toit, 2006). According to Fontana and Frey (1994), there are three criteria 

for the ethics issue such as informed content right to privacy, and protection from harm. We 

are fully informed all the interviewees about the purpose and the content of the undertaken 

study, the aim of such approach was to decrease respondent bias, building trust with respon-

dent, and obtaining more unbiased answer. We also ensure the privacy, anonymity and confi-

dentiality of all the interviewees. 

One may claim that strategy & management related issues are usually of confidential nature; 

however we did not ask any emotionally harmful questions. Besides, the focus of the inter-

view was on the process, not on the confidential facets. In addition, all the participants had 
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the right to modify the data which we collected from them. We got the permission to use 

these data to support our thesis. 
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4 Empirical Findings 

In this chapter, we present the empirical findings for this study. The empirical findings con-

sist of information collected from primary data, that is, from the  interviews with top man-

agement and middle management of  SMEs both in China and Indonesia. 
 

4.1 Company and Interviewee Information 

Chinese companies 

We interviewed six persons from two companies located in China. The detail information 

about the companies and interviewees are as follows: 

Company A                              Interview date: 18 April 2009 

 

Interviewees: 

Manager 1- Female, HR and administration department Manager 

Manager 2-Male, Financial and accounting department Manager  

Manager 3-Male, General Manager 

Industry: Transportation industry (Logistic service ) 

Turnover: CNY 6-8 million (2008) 

Employees: 100-110 

Location: Located in Shenzhen, China 

 

 

Company B                Interview date: 20 April 2009 

 

Interviewees: 

Manager 1-Female , Sales department Manager 

Manager 2-Male , Production department Manager 

Manager 3-Male , General Manager 

Industry: Manufacturing industry (Electric heater manufacturer) 

Turnover: CNY 70-90 million (2008) 

Employees: 700 to 1000(300 formal employees + 400 to 700 temporary workers) 

 Location: Located in Shenzhen, China (head office is located in Guangzhou, China) 

 

 

Indonesian Companies 

We interviewed four persons from two companies located in Indonesia. The detail informa-

tion about the companies and interviewees are as follows: 

Company A                                                                                   Interview date: 20 April 2009 

Interviewees: Manager 1 - Male, Owner 

Manager 2 – Male, Engineering Manager 

Industry: construction industry (Engineering and Management consultant) 

Turnover: Rp. 190-200 million (2008) 

Employees: 50-55  

Table 3. Company & Interview  Information, Company A (China) 

Table 4. Company & Interview  Information, Company B (China) 
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Location:  located in Bandung (West Java), Indonesia 

 

Company                 Interview date: 21 April 2009 

Interviewees: Manager 1- Male, Branch Manager 

Manager 2- Female, Manager of Structural Engineer 

Industry: construction industry (Civil Construction) 

Turnover: Rp. 9-10 billion (2008) 

Employees: 70-75  

Location:  located in Bandung (West Java), Indonesia 

 

 

4.2 External Environmental 

PEST analysis of China environment: 

Political: China is a socialist state lead by the Communist Party of China (CPC) and its mis-

sion focuses on developing a prosperous and competitive economy. Primary organs for gov-

ernment are the National People‟s Congress (NPC), the President and the State Council. This 

central government must build consensus for new policies among party members. Local and 

regional leaders influence non-party members, and the population at large. In general, China 

has a stable political environment (Doing Business in Beijing, 2004). Stable political envi-

ronment is fundamental to the economic growth (Chinese General Chamber of Commerce, 

2007) 

China is moving towards a fully established market economy. But the political system has 

remained the same (ICMR Centre for Management Research, 2008). The government is re-

sponsible for guiding the transition. There is a growing willingness by central government to 

devolve executive powers down the administrative chain, granting ever-greater powers to lo-

cal authorities. The overall effect of this process is to increase the number of opportunities in 

the market (Chinese Marketing & Communication, 2008).There are more chances for enter-

prises to survive and develop as long as they can seize these opportunities and make best use 

of them. 

Economics: With the favourable external environment, a steady pick up in private consump-

tion, and the recent strong industrial production, the growth momentum in China has become 

stronger and more broad-based with insulation from the recent global stock market slump. 

Besides this, China's economy will remain well supported by strong exports and the govern-

ment's expansionary fiscal and monetary policies (HKTDC Economic Forum, 2008). The 

open-door policy is an essential element of the economic reform process. It has introduced a 

modern managerial system, business practices, and a legal framework for conducting busi-

ness transactions. In addition, it has provided competition in the domestic market, and com-

petition has forced domestic enterprises to become more efficient (Chow, G. C., 2000). The 

access into WTO is a milestone in China‟s process of reform and opening up. China‟s econ-

omy, in particular, its foreign trade has greatly evolved. Since its entry into WTO, China 

strictly follows every regulation, provision and agreement. In the past years, China was grow-

ing at a high speed (Shang Lin‟aiyi 2009); however, there are some problems accompanied 

by such fast speed. Since there are many foreign competitions entered into the Chinese mar-

Table 5. Company & Interview Information,   Company A (Indonesia) 

Table 6. Company & Interview Information, Company B (Indonesia) 

B 
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ket, Chinese producers and enterprises are facing more challenges and economy environment 

in Chinese market is becoming fiercer than before. Moreover, Global financial crisis contin-

ues to spread and get worse. China is also greatly affected by the crisis. Chinese Premier, 

Wen Jiabao, admitted that the country is facing unprecedented difficulties and challenges, 

with continuous drops in economic growth rate due to the impact of the global financial crisis 

becoming a major problem, has resulted in excess production capacity in some industries, 

caused some enterprises to experience operating difficulties and exerted severe pressure on 

employment (Xinhuanet, 2009). In order to survive and develop, enterprises need to pay more 

efforts to compete with domestic and foreign competitors and improve their ability to handle 

ambiguity of market & situation – at the same time – it‟s also very important for them to have 

a whole picture of the current situation and have an insight on their future.  

Social: The development pattern of economy in China has been remarkably changed since 

the economic reform, and private enterprise has become an important part of impelling the 

development of the economic society. This is due to the more and more remarkable contribu-

tions to the development of social economy, the Chinese government begins to pay attention 

to the development of private enterprise and makes great efforts in improving the social envi-

ronment of the development of private enterprise, which have made some obvious achieve-

ments. In order to promote a healthy development of SMEs, Chinese government pay great 

effort to expedite the construction of credit guarantee system, improve socialized service sys-

tem, create an external environment for fair competition, and strengthen organization and 

guidance (Chen, 2006). As a whole, great changes have taken place in the social environment 

of the development of private enterprise. However, at present there are still some deficiencies 

in the social environment of the development of private enterprise, such as the enterprise in-

ternal institutional constructions which are related to social environment of the development 

of private enterprise are expected to have further improvement (Juhe8 , 2007). 

Technological: Technology plays an import role in economic growth and social develop-

ment. China government pay great effort to help and encourage company to develop new 

technology. Chinese Premier Wen Jiabao has called on enterprises and officials to place pri-

ority on industrial upgrading and innovation (Xinhuanet, 2009). Wen emphasized that efforts 

should be especially stepped up to develop new products while the government must cut bur-

dens for enterprises and provide an easy environment for their innovation. Chinese govern-

ment encouraged both public and private actors to further stimulate technological innovation 

(Xinhuanet, 2008) 

China has the world‟s second largest R & D (research and development) budget (aging and 

work 2008) and Chinese government continues to create greater public awareness of innova-

tion, reforming financial and tax system to promote growth in cutting-edge industries. Since 

January 2006, China has been making transition from a manufacturing-based economy to an 

innovation-based one. They develop new research in gene therapy – stem cell research that 

some of western world see as controversial. China is actively developing software, semicon-

ductors, energy industries and nuclear reactors (Xinhuanet, 2008). On the one hand, since 

China is moving towards an innovation-based economy, for these hi-tech enterprises, they 

will get more support from the government, that is, these hi-tech companies are more likely 

to survive and thrive than other types of companies. On the other hand, especially for these 

low-tech companies, it‟s becoming more difficult for them to develop due to less support 

from government as well as lack of technology to build competitive advantage. 
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PEST analysis of Indonesia environment: 

Political: Indonesia was one of the countries that had a large, negative, impact caused by the 

Asian Financial Crisis in 1997 and 1998. There have been four governments after the crisis. 

After the financial crisis began, Indonesia achieved political reform, ending the authoritarian-

ism into democracy, which replaced the highly centralized from the previous regime. In the 

start of the second millennia, there was emerging performance of export-oriented, SMEs and 

large corporatism. However, the political change created unpredictable investment environ-

ment for business in Indonesia. Recently, the positive trends in Indonesia, the governments 

have done some reformation in many sectors, such as decreasing fuel subsidies, initiated for 

anticorruption, launching infrastructure reform, service reform, and peaceful resolution of 

conflicts such as in Aceh. (Asian Development Bank, 2006). 

Economic: Indonesia has the fourth most population in the world (238 million) after China, 

India and United States. A third of the population resides in Java Island, which is the centre 

of the country‟s economic and political power (Overview of Indonesia, 2008). This economy 

recovery started since 1999, and there is positive development of a Small and Medium-sized 

Enterprise (SME) sector together with the large and well develop conglomerate businesses 

(Food Exporters Guide to Indonesia, 2004).  

Overall, the economy development has performed well in recent times.  Indonesia's estimated 

Gross Domestic Product (GDP) grew from 5.5% (2006) to 6.3% (2007) (Asian Development 

Bank, 2008). The importance of SMEs in terms of GDP contribution is always less than their 

role as a source of employment since the largest GDP contribution of SMEs was in agricul-

ture, not in manufacturing industry such as other APEC countries (Japan, South Korea & 

Taiwan). As we know SMEs in Indonesia, particularly concentrate in agricultural sector and 

the majority in manufacturing industry are in processing agricultural commodities such as 

food, beverages and tobacco (Tambunan, 2006). 

Today situation will face challenge for SMES in domestic economic activities, since there is 

still lack of market-oriented access to credit, protection agreement to credit, protection for 

state-owned enterprise & large firms that receive strong support & enjoyed privileges, con-

cession and benefits through special agreements. The ministry of Cooperatives and SMEs 

was established in 1993 by means of supporting the development of SMEs, and the purpose is 

to strengthen the capacity and capability of SMEs in order to promote them as economic fac-

tors (Bali International Consulting Group, 2008). In this case, Indonesian government support 

the promotion of SMEs by adopting a clustering strategy since businesses are scattered 

throughout archipelago and SMEs tend to gather according to similarities in their input, out-

put, technology, machinery and other factors. 

Moreover, after being hit by financial crisis, the economic growth and the poverty rate has 

decreased from 17.7 % in 2006 to 15.4 % in March 2008 and this reduction occurred because 

the government was supporting SMEs and providing loans for small business. Thus, this im-

provement has affected the business climate recently according to President Susilo Bambang 

Yudhoyono (Peple‟s daily online, 2008). 

Social: Social factors include population growth rate. Population growth rate is 1.18% (2008) 

and the population is slowly becoming older, increased life expectancy and lower fertility 

(number of children is no longer increasing). The age of dependency ratio has decrease since 

there is shift age transition, which is shift in dependency from youth to old age in working 

age population. Thus, the government of Indonesia has employed various mechanisms to as-
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sist with employment creation, education and health access, as well as community empower-

ment (worldbank.org) 

Technological: As we know, in the 2004, the Indian Ocean tsunami caused massive devasta-

tion in Indonesia. The Aceh province (part of Sumatra) was worst hit, where more than 

150.000 people were killing (The World Bank, 2004). Ergo, it became government considera-

tion that the sea is dangerous even though it was an essential element in economic division of 

labour in Indonesia since it creates job creation for people who live in the sea shore. Indeed, 

the sea is a source of resources such as fish & minerals that benefit to the economy and soci-

ety for long term. On the other hand, the sea can be source of pollution, storms, and retro-

spectively, tsunamis.  

Nowadays, governments pay more attention by preparing enough information before natural 

disasters happen. Throughout history, technological advances at sea such as ship-building 

technology, improvements in technology of locating and capturing fish or minerals under the 

sea, development in mapping and navigation, and refinement in the legal regime covering the 

seas are needed to understanding the complexity of physical and biological systems within 

the sea and their influence upon the land (Ross McLeod, 2008).  

4.3 Internal Environmental 

Organization structure  

When respondents were asked about the organization structure and their main responsibili-

ties, they stressed on specific task in relation to his specialisation and specific knowledge to 

solve the problem. They also explain the hierarchical structure with chart to make sure their 

organization structure are clearly presented (see interview part – appendix 1). 

”I was responsible as commissioner that has duty to manage the company as optimal 

as possible, to manage & to develop current resources, to overcome all technical & 

non technical problems, to open network & to give maximal services for all client” 

(Owner, Company A- Indonesia) 

Another finding related to organizational structure is formal inform process between head of-

fice and subsidiary before implementing new strategy. They have weekly meeting to discuss 

the plan within the manager level before report to head office. General Manager directly re-

port and give feedback to head office in formal way. When the decision has made, all parties 

will be informed formally before implement it. 

 “If head office made a decision to implement a strategy, they will inform me formally 

in written, and then I will convey head office’s decision to the relevant managers for-

mally. Relevant department will implement the strategy and feedback information to 

me; I will feedback to head office. We also have weekly meeting for managers, if they 

have any plans, they can propose it during the meeting. I will make final decision 

based on my knowledge, experience and suggestion from our managers or even head 

office. Once final decision is done, I will inform relevant departments formally, and 

then they can implement it” (General Manager in Company B - China). 

Leadership 

These quotations reveal that the respondents‟ point of view towards decision making proc-

ess tends to rely on the general manager of the company or rely on their head office for final 

decision. However, they do communicate with other managers before decision making. At 
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the same time, one of respondents also mentioned that he does not always have to make fi-

nal decision instead he give his authority to his subordinate in some occasion.  

“We do not have disagreement with head office. If head office makes a decision to 

implement a project or strategy, we just follow head office’s instruction to implement 

it. If I have plans to implement a strategy or project, I will communicate with rele-

vant department’s managers or discuss with them during the weekly manager meet-

ing. If department’s managers have plans, they also can propose it during the man-

ager meeting; sometimes some department’s managers also communicate with me 

privately when they think their plans are confidential. I make final decision” (Gen-

eral Manager, Company B in China). 

“But I do not need to make final decision for every strategy; department’s managers 

can make the final decision for some projects or implementation of strategies. I give 

my authority to departments managers in some cases. Disagreement is not a problem 

for us” (General Manager in Company B - China). 

Moreover, one of respondents state that top management have to announce the purpose of 

the decision to all the employees. Their goals are win-win solution in order to minimize the 

risk for every problem that they faced. 

“During this time, in my point of view, top management decision is good, they have 

to announce the purpose of the decision to all the employees in order to  reduce in-

ternal conflict. On the other hand, if disagreement occurs in decision making, direc-

tor / commissioners (top management) will conduct meeting with all party which re-

lated with its problem to get “win-win” solution and to minimize the risk fault” (En-

gineering Manager, Company A- Indonesia) 

4.4 Strategic Management  

Strategy process is part of strategic management that include how the company formulate, 

implement as well as control and development its strategy which also affect firm perform-

ance. The respondents were asked several question related to this issue.  

Strategy formulation  

From then interview, all of them mentioned that their companies put their vision and mission 

on the notice board or their own website, to make sure that every employee knows the com-

pany‟s vision and mission. Thus, they have same perception of companies objectives even 

though some companies are located in different geographical areas.  

 “Vision: Become a logistics company specialized in value added logistics service. 

Mission: Cut cost, offer better service, serves for more international custom” (Com-

pany A - China). 

 

“Vision: Top brand name of electric heaters in China or Asian markets. 

“Mission: Produce new economic type of electric heaters; Cooperation with local 

governments for favourite electricity pricing policy; Target middle class or upper 

class customers; Good marketing strategy: good price + good quality products”  

(Company B - China). 
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“Vision: Becoming a reliable national private service consultant; independent for 

construction and non construction sector. Mission: to create better thing according to 

specific law & regulation” (Company A  - Indonesia) 

“Vision: National consulting service which main focus on development field for water 

infrastructure, transportation, regional development, construction industry in Indone-

sia, and also partner consultant at regional level.  

”Mission: 

 Exploit the growth of the company through acquisition sales in a specific market 

segment for the company, and the ability to create profit growth 

 Improved welfare and increased employee benefit for all stakeholders 

 Development of National Human Resources professionals, which in turn can partici-

pate in the dignity of the professionalism of national experts 

 Able to participate as a Consulting Services company in the development of large-

scale infrastructure in the country, and able to be trusted as other partner company 

Consulting International, in the framework of infrastructure development in South-

east Asia 

 In its capacity as a consultant, we had role as a locomotive for the efficiency of gov-

ernment  investment in the form of infrastructure development with specific expertise 

PTIK, so achieving productive climate for Construction Industry in the country 

 Consecutive build and develop the company's Consulting Services in order to par-

ticipate in supporting the development, participated in improving employment op-

portunities, and provides Services Expertise.” (Company B -  Indonesia) 

Furthermore, one of  Indonesian companies, its goal or objective is influenced by the owner 

expectation. From the interview we found that the management and the owner are concern 

collecting data material by using relevant technology for decision making. Besides, the owner 

has less using his personal objective and doing research. The evidence from the respondent 

suggests that the goal has to be adjusted in accordance with the up-dated information received 

before making a decision.  

 “Quick decision will be more effective if we can use the tool, such as quantitative and 

qualitative data. This data is quick, easy and cheap that we can get from the internet 

and others from integrated information system network, or statistical agencies. How-

ever, before determining which data can be used, first, we need determine our goal, 

after that we find the appropriate data to assist us in making a decision” (Owner, 

Company A - Indonesia) 

Strategy implementation  

The respondents were asked on how they implement the strategy as well as procedure for 

strategy making process.  

Firstly, some companies we interviewed mentioned that once the final decision is done, they 

will inform relevant department formally before implementation of new strategy. If the strat-

egy is top-down from head office, the head office also inform its subsidiary formally ,then the 

subsidiary will implement it. Chinese companies have weekly manager meeting, if the strat-

egy is proposed by departments managers or general managers, basically, they will discuss it 

during the meeting. The general manager sometimes give the department manager to make 

the final decision, however, mostly the final decision is made by General Manager. 
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Secondly, In Indonesian companies they usually have formal meeting for company project. 

They will evaluate working progress of project during the meeting.  

“The strategy decisions are made by General Manager and teams leaders. 

When the decisions are done, the General Manager will announce it formally in writ-

ten, and then the team leaders will supervise the execution. In weekly company man-

ager routine meeting, the general manager proposed an idea to share common re-

sources to serve two different customers that will increase the efficiency, also in bet-

ter position to negotiate with suppliers for better prices. Then line managers will dis-

cuss various solutions. Once the general manager decides the final strategy, he will 

inform relevant functional departments in written formally, then line managers will 

implement the strategy also explain more details for employees“(HR and Administra-

tion Manager, Company A - China). 

“If the strategies are made by head office, they will convey it to us, and then we just 

implement it. We have weekly meeting for managers, every manager can propose 

their ideas during the meeting, When General manager make the final decision to im-

plement a strategy, he will announce it formally in written, and then the department 

managers will supervise the execution” (Sales Manager, Company B - China). 

“On the one hand, formal process happened when we get some project, and we need 

formal meeting to strengthen implementation method according to that project and 

continuously do formal meeting with client & management team to evaluate working 

progress in order to preserve the service that we give to owner” (Owner, Company A 

– Indonesia). 

At the same time, Indonesian companies also consider informal strategic planning which only 

focus on specific project such as tendering process and interactive meeting (i.e. face to face) 

within employees or people who are in charge of the project. Moreover, the respondent stated 

that he use intuition to solve some internal problem. The classical strategy „textbook models‟ 

are not generally applied in the Chinese and Indonesian companies we interviewed. However 

they do apply the SWOT model (Strengths, Weaknesses, Opportunities, and Threats) in their 

operation. But they also make some changes of the model. 

”We have procedure in strategy making process, for its application, usually we dis-

cuss in both formal and informal. In informal, we usually do face to face meeting with 

person who is responsible or in charge for specific case, for instance when we face 

tender or project.” (Owner, Company A – Indonesia)  

“Essentially we do not have special methods to solve the problem, we use more intui-

tion. SWOT analyses are bound to apply .We use SWOT, but not procedural like the 

original. In our operational, we still consider all opportunities, threats and other cer-

tainly, so indirectly we’ve already apply SWOT”. (Owner, Company A – Indonesia) 

Another finding related to the application of strategic planning involve short and long term 

decision making which inevitably are process for pursuing effective management. For in-

stance, one of the respondents claim that strategic decision making depends on the situation 

and condition .They monitor the financial objective which can give them benefit (profit) if 

the project success in the future. Financial budgets and forecast of project are analyzed. 

 “Strategic decision making depends on the situation and condition, for short and 

long-term strategy decisions based on the analysis of costs and benefits. Strategy that 

we do now reflected to the decision about resources, company priority, and other steps 
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for further. It also related with how much cost we should spend to do a project and 

how much benefit we will get. After that, the owner as a leader gives strategic decision 

related to what steps should be done with the involvement of other parties” (Owner, 

Company A – Indonesia).  

There is also practice of rational planning since the company also have alternative plan for 

each project. They do some analysis related with budget plan to reduce the potential problems 

or risks. By using strategy alternative, they can anticipate problem and flexible to identify 

their strength and weakness for future decision.  

“Instant food and beverage need process so that can be presented quickly, similar 

with the decision. Before making a decision, it need well prepared, such as prepara-

tion of action plans or budget. With this plan, and all alternative scenarios that might 

occur can be explored, so that problem that may occur can be anticipated and Plan B, 

Plan C and even can be prepared. Thus, when a condition that occurs less than ex-

pected, decision makers can quickly determine what to do (because of this condition, 

or similar to this have been anticipated earlier” (Owner, Company A – Indonesia).  

“In making decision, we choose from several alternatives, do not choose which one is 

wrong or right. Thus, there is no decision which is wrong or right. But the decisions 

we took maybe not match with the expected result. So, we do not need to regret for de-

cision which has been made, especially stuck and regret it” (Owner, Company A – In-

donesia)  

The empirical study revealed that these companies typically has combination formal written 

strategic plan and rational model of strategy, some of them also use informal way in doing 

business.   

Strategy Control & Development 

We asked the company about whether  there are big troubles that they faced or have to faced 

in the near future and whether they have solution for those troubles. From the interview, the 

respondents claim that they face many problems in different area of operation. For some, 

they do not have solution for these problems, for some, they take action to try to solve these 

problems. However, the evidence shows that there are no special tools or system to evaluate 

the results of solution due to the limitation of company scale. Instead, they emphasis more  

on  building relationship with customer through better service, improving strategy (i.e. mar-

keting strategy) to solve the problem. Further, some of the respondents mentioned that if they 

want to implement new strategy, they will have trial period for test the new strategy. The 

process of controlling and monitoring new strategy are in accordance with goal of the com-

pany.  

“The company is facing a problem that how to find more customers in Europe, then 

with more orders on massive consumption products, it may cut down costs on supply, 

warehousing, packaging, transportation etc. Due to the limitation of company scale, 

till now no special measures yet. But we are trying to build our reputation and enter-

prise image through marketing promotion, advertisement etc. We can provide good 

service for customer, but the problems is customers do not know our company at all. 

We really need to do something to let customers get to know us” (General Manager, 

Company A – China) 

” .. The problem about decreasing market can be handled by changing strategy to be 

more aware of market needs” (Owner, Company A – Indonesia)   
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“....if we decide to implement a new strategy will announce it and inform relevant de-

partment formally. Basically, we will test the new strategy, trial period is about three 

to six months” (General Manager, Company A – China). 

“After taking a decision, whatever the result, we must continue to monitor, and focus 

our efforts to make the best of what has been decided. We can also make various ad-

justments that result can be directed to achieve common goal” (Owner, Company A – 

Indonesia).   

The role of internal and external factor  

For the question of “how the internal and external factors affect the company’s strategic de-

cision making?” Chinese companies pay attention to both external and internal factors since 

they think external  factors can be future direction of strategic decision and internal factors 

can examine the feasibility of strategy.Both of them realized the importance of internal and 

external factor in strategy process. 

 “External factors stimulate the initiation of a strategic decision. Internal factors 

judge and check the feasibility of a strategic decision” (Sales manager, Company B - 

China). 

“We look for both internal and external factor when we make a strategic decision. In-

ternal factors highly decided the feasibility of a strategic decision. External factors is 

kind of guidance for a strategic decision, sometimes it is the indication of general fu-

ture direction. Company should pay attention to both internal and external environ-

ment and respond to or take initiative to environment” (General Manager, Company 

A - China). 

Firstly, There seems to be a common belief among the respondents that internal analysis can 

be done very rationally based on calculation and data collection.  

“We have company’s internal financial analysis on budget, cost and margin, KPI

（Key Performance Indicator) for function performance” (General Manager, Com-

pany A-China). 

 “We do our internal analysis based on our past performance and internal records 

etc. About the external analysis, I collect information through research, internet, 

newspaper or government etc. “(General Manager, Company B – China) 

“Internal analysis can be done by internal discussion and the sources are based on 

data collection and information” (Owner, Company A - Indonesia). 

Secondly, most of  respondents state that the resource of external analysis mostly based on 

government policy (valid regulation), newspaper, internet or research related to market which 

the company operate. Further, they have to be sure that all the process is legal and appropriate 

before taking action. One of respondents claims that before using the data, the company 

needs to determine the objective of using data. Moreover, fast adaptation of the market de-

velopment is a way to overcome problem that might occur in doing business.  

“For external analysis, we got information from government and other channels, for 

example, we do some research about customer requirement, customer satisfaction, 

market environment etc. We analyze these information collected, and make sure our 

transaction, operation is legal and appropriate.  Moreover, we need external analysis 

to help us have a clear understanding about external environment and take actions 
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accordingly and also we need to know whether we have the capability to do it” (Gen-

eral Manager, Company A-China). 

“External analysis can be done by understand the valid regulation as well as analyze 

the development of market that recently happen and fast adaptation” (Owner, Com-

pany A - Indonesia). 

“This data is quick, easy and cheap that we can get from the internet and others from 

integrated information system network, or statistical agencies. However, before de-

termining which data can be used, first, we need determine our goal, after that we find 

the appropriate data to assist us in making a decision” (Owner, Company A - Indone-

sia). 

Strategic choice 

The empirical findings reveal that implementing specific strategy in organization will im-

prove company‟s performance as long as it‟s in the right way. It means that strategy as indi-

cator for successful performance. The interviewee mentioned that appropriate strategy which 

indicates the strategy is necessary for problem solution.   

“Strategic management and organization performance are related with each other. To 

some extent, I think organization performance is one kind of indicator of strategic 

management, I mean, for example, if we implemented a strategy, and then organiza-

tion performance is improved, that indicate our strategy is appropriate, our strategic 

management is necessary and on the right way” ( Owner , company A – China) 

The selected company‟s strategy has impacts on company survival. The evidence shows that 

one of the companies provides service for selected market segment. They are not just pursu-

ing business profit, but also concentrate on its service that makes them growth until now. 

They have limited strategic choice and special strategy since they work based on qualification 

and procedural of consultancy business. One of respondents claims that the quality of service 

is more important. Indeed, focusing on one strategy better than several activities if they can-

not manage it well at the same time.  

”So far, the company is still focused in the field of consultancy. Our clients are govern-

ment institution and there are some plans to do expansion and to give service for pri-

vate institution and personal. But, the important thing is we do our best and to give bet-

ter service for our clients” (Owner, Company A – Indonesia) 

”Related with company’s strategy, there is no special strategy, we work according to 

our area and qualification for business consultant sector (civil engineering, environ-

ment & urban planning, architecture, geology survey, etc)” (Owner, Company A – In-

donesia) 

From the interview, in Chinese company, they choose differentiation as their strategic 

choice. Differentiation and unique product should be the combination of good design and 

functions of usefulness. One of respondents claim that they have to compete with several 

manufacture company within its region, since most of them can produce good product with 

right price. Further, they can expand the idea, creativity and innovation for new product. 

By focusing on new product development, they can develop new market as well. 

“We are trying to develop new products in order to develop new market; I think this 

is very important for our company, since the electric heater market in china is dimin-
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ishing. We also trying to change the design of our product, and make sure it will con-

sume less energy” (Production manager, Company B – China) 

“There are so many electric heater manufacturers in china. Many manufacturers can 

produce electric heater with good quality and right price. We are trying to find more 

customers outside of china. We are doing export to other Asian countries such as 

Mongolia, Korea etc, but we still need to develop more new markets” (Sales Manager, 

Company B- China) 

4.5 Performance 

Financial / non financial performance 

Company performance includes two dimension which are financial and non financial, some 

of the non financial performance are intangible such as customer satisfaction, production per-

formance, innovation, developing new product & new technology and others. From the inter-

view, most of them are aware of the dimensions, they believe that the strategic management 

can affect company„s financial and non financial performance. Besides, some of respondents 

also mentioned that the non financial performance which will eventually reflect on financial 

performance. 

 “Strategic management decides organization’s performance. Organizational perform-

ance includes several aspects such as financial aspect, customer satisfaction aspects, 

innovation, etc” (General Manager, company A - China) 

 

 “I think if the strategy is right made, it will improve the company’s performance; on 

the contrary, it will weaken the organization’s performance. The performance is not 

limited to financial performance but also include other kinds of performance such as 

production performance, customer satisfaction etc. But I think almost all the other kinds 

of performance will reflect on financial performance eventually” (Manager, company B 

- China) 

 

”In consulting services business, the main activity is to provide services, the company 

must provide the maximum service to all clients in order to survive and develop. In 

addition, it must be supported optimal with the existing resources” (Owner, Company 

A – Indonesia). 

Another important issue is to understand the financial process. Firstly, one of the respondents 

claims that the measurement on financial performance mainly based on the benefit, bank in-

terest from each project that they will take.  

“In terms of strategic management in financial, we evaluate the amount of benefit 

from every project that we will get. The illustration: from such 1 project implementa-

tion (6 months), we estimated that we will have benefit as much as Rp. 200 million 

with the capital to be issued is Rp.900 million. Then, we compared it with the bank in-

terest that we will get for 6 months project. If the benefits is greater that bank interest 

that we will get for 6 months, then we take the project, however, if it less than or equal 

to the interest rate banks, we find another project. Commissioners and directors are 

people who hold a full decision to take / reject the project” (Owner, company A – In-

donesia). 

Secondly, another respondent mentioned about financial accounting system providing top 

management with technical and financial reports. Basically, managerial accounting is influ-
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enced by company policy and is mainly used for internal control and analysis and financial 

accounting is mainly used for government such as tax office, custom office and others. The 

company should pay attention to the latest accounting and financial regulation to make sure 

that their operation is legal. Further, the respondent claim that the managerial accounting and 

financial accounting are related to each other, sometimes if the government‟s policy is 

changed, company also have to change its policy, that is, managerial accounting also need to 

be changed. 

“Managerial accounting is primarily used within the company, report to our top man-

agement for future planning, directing, controlling such as sales forecasting reports, 

budget analysis and comparative analysis etc. If the issues is related managerial ac-

counting we normally based on company’s policy to make decision” (Finance Manag-

er, Company A – China). 

 

“Financial accounting is primarily used outside of company, we have to report to 

government such as tax office, customs office etc. We have to follow government’s pol-

icy such as financial & accounting regulation, standards etc to make decision and 

process our work If government’s policy is changed, we also have to change our fi-

nancial accounting as well. We always need to pay attention to accounting & financial 

regulations in order to make sure our operation and decision is legal and appropriate” 

(Finance Manager, Company A – China). 

 

From the interview, it reveals that the final goal is to improve the financial performance by 

using strategy. Most of respondents realized that organizational performance not only lim-

ited in boosting profit but also included creating value, build reputation for organization.  

“…But the final goal is financial performance, the other aspects of performance are 

also very import because it will affect and reflect on financial performance directly or 

indirectly” (General Manager, company A - China) 

 

“Strategic management decides organization’s performance, of course the perform-

ance is not limited to financial performance, but also included other stuffs, such as cus-

tomer satisfaction etc. But in my opinion, the other kinds of performance finally will re-

flect on financial performance, for example, if we implemented a strategy, which im-

proved customer satisfaction of our service, then we can attract more customers and 

customers will use more our service, then finally, our financial performance will also 

be improved” ( Manager, company A – China). 

 

According to their reply, some companies try to develop new market by developing new 

product and technology, while some of them reluctant to pursue business opportunity due 

to the fierce external environment. 

 

“… We are trying to develop more new market outside of china. We are also trying to 

develop new products to develop new market. Moreover, we also pay great effort on 

new technology” (General Manager, Company A – China) 

”Competitors are increasing; it is often occur conflict of interest within the user of 

consultant business, thus generate unhealthy competition among business consultant. 

The company handle by development of qualified human resource; maintain relation-

ship with client and competitor.”  (Owner, Company A – Indonesia) 
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Strategic fit and Dynamic Capabilities 

From the interview, the respondent state that the company focus on core business and consis-

tent with its strategy, thus it could be the best way for its survival in the fierce competition 

situation. To some extent, by using strategy which is fit with internal capabilities and in line 

with its core business will boost the performance.  

”This company is already doing quite a lot expansion in many areas of both engi-

neering and management, but essentially we will remain consistent in the consulting 

world” (Branch Manager, Company B – Indonesia) 

Some of respondents realized that the importance of strategic management for company per-

formance. One of  them mentioned about hiring experts to improve their management level, 

then this improvement will indirectly reflect on company‟s performance. 

“I think strategic management is crucial for organization performance. … As I know, 

some companies may think strategic management will hamper company’s flexibility, 

but in my opinion, strategic management also can be flexible” (General Manager, 

company B, china) 

 

”Company’s performance is relatively stable because of using strategic management, 

however, the demands of this era where more competitors and rapid development of 

information systems and technology. Thus, it is necessary to do some adjustments such 

as the requirement of certification experts” (Owner, Company A – Indonesia) 

According to the interview , it indicate that concentrate on its vision & mission and develop 

new technology & product can help company to  build competitive advantage. Other factors 

such as company‟s reputation, good service, bank loan, cost control, resources, and others are 

also crucial for company survival and growth.  

”Consistent with company’s vision and mission and supporting from all employees.. 

Other factor can also come from bank loan which will help us survive” (Branch Man-

ager, Company B – Indonesia). 

“Competitive advantage : corporate reputation, technology, product itself, innovation, 

service, market strategy on customers and pricing; Company survival : enterprise im-

age, products itself, energy resource, cost control, service” (General Manager, Com-

pany B – China) 
 

4.6 Summary of Major Findings 

The common or different characteristic of strategic management of SMEs in China & 

Indonesia 

Strategic management of SMEs in China and Indonesia have several common characteristics. 

We found most of the companies are aware of the importance of external factors. As stated in 

„frame of reference‟, external and internal analysis are important factors in strategic decision 

process. They use internal and external analysis to cope with uncertainty market condition 

and adapt with changing environment. Some of the company that we interviewed do external 

analysis mainly based on four factors are politic, economy, social and technology , that 

means they are familiar with PEST analysis. In internal analysis, one of Indonesia company is 

familiar with SWOT analysis and do it more practical in their business. The evidence shows 
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that most of them believe that external factor will be a guideline for strategic decision and in-

ternal factor decide the feasibility of strategy. 

Organizational structure tend to be centralized in these companies we interviewed. But these 

companies  share their vision & mission with all the people in the organization. Indeed, all of 

the company have high performance standard (using formal and informal strategy) and focus-

ing on short and long term planning for the growth of business.  

Strategic fit is focus more on uncertainty condition of environment which may affect the 

business in the future. The major findings reveal that most of the companies in China and In-

donesia we interviewed are concern about business vision and mission as well as aware of the 

effect of environment for pursuing business opportunity. 

One the one hand, most of these companies final goal is to increase business profit, on the 

other hand, they also stressed the importance of non financial aspects such as innovation, and 

customer satisfaction, improving employee welfare, maintaining relationship etc. Most of 

them also mentioned that these non financial performance will eventually reflect on financial 

performance.  

Regarding to strategic control and development, most of the companies we interviewed in 

China and Indonesia do not have  special tools or systems for solving problems. 

The empirical findings shows that there is different characteristic in strategic choice. The ma-

jor findings reveal that Indonesian companies focus on niche strategy, while Chinese compa-

nies focus on differentiation strategy. Chinese companies always try to develop new market 

& technology or serve international customer and developing new market to pursue business 

opportunity. However, SMEs in Indonesia tend to focus on segmented market (government 

institution & private). Their focus strategy just concentrated on each construction project 

which will be taken or not. They are using the focus strategy since they believe it is vital for 

their survival and growth.  

The crucial strategic management factors (issues) for firm’s survival & growth per-

formance in China and Indonesia 

This findings based on data collected from selected companies in China and Indonesia. All 

the Chinese companies and Indonesia companies we interviewed believe that the internal ca-

pabilities , especially core competence or capabilities play a vital role for company survival 

and growth since company can use their internal capabilities to build competitive advantages 

in their industries. For instance, their internal capabilities enable them to develop new prod-

uct & new technology and develop new market, or enable them to build good relationship & 

networks with supplier or customer. These new technologies & new product can help com-

pany to differentiate with competitors, and also relationship & networks are basically hard to 

be copied by their competitors, that means, internal capabilities do help company to build 

competitive advantage.  Moreover, external factors can stimulate the initiation of strategic 

decision, internal factors (especially internal capability) can judge and examine the feasibility 

of strategy. All in all, understanding the role of external & internal factors, and consistently 

combine these two factor into the business are crucial strategic management factors for firm‟s 

survival & growth in  China and Indonesia. 
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Data display of Major Findings 

Major Findings 
China Indonesia 

Company A Company B Company A Company B 

 

 

 

Internal 

Analysis 

 

Organizational 

Structure 
Functional  Geographic Functional Geographic 

Leadership 

 Centralize decision making 

(General Manager) 

  Top down  

 Centralize decision making 

(Head office) 

 Top down & bottom up ap-

proach 

 

 Centralize decision 

making (Owner) 

 Top down 

 Centralize decision 

making (Branch Man-

ager) 

 Top down 

Strategy 

 Process 

Strategic Formula-

tion 
Clear vision, mission & goal  Clear vision, mission & goal  

Clear vision, mission & 

goal  

Clear vision, mission & 

goal  

Strategic Imple-

mentation 

Formal & Informal 

Short & long term strategy 

 

Formal & Informal 

Short & long term strategy 

 

Formal & Informal 

Short & long term strat-

egy 

SWOT analysis 

Formal & Informal 

Short & long term strategy 

Strategic Control 

& Development 

Due to limitation of company 

scale, no special measures for 

solving problems 

Develop new product in exist-

ing & new market 

Develop new technology to 

improve existing product 

 

No special tools / sys-

tem 

Centralized decision for 

changing strategy 

 

No special tools / system 

Centralized decision for 

changing strategy 

External Analysis Mainly based on government Based on government policy 
Government regulation, 

uncertainty market & 

Government regulation, 

uncertainty market & 
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 policy. 

Less focus on external analysis 

PEST  

and research etc. 

No standard methods for ex-

ternal analysis process 

PEST 

competition 

PEST  

competition 

PEST 

The role of External 

 & Internal factor 

Internal factor decide the feasibil-

ity of strategy 

External factor guide the strategic 

decision 

 

Internal factor decide the fea-

sibility of strategy 

External factor stimulate the 

initiation of strategic decision 

 

Important &  

Market adaptation 

Important &  

Market adaptation 

 

Performance 

Financial performance Financial performance 
Financial performance: 

profit, bank loan 

Financial performance: 

profit 

Non Financial: innovation, cus-

tomer satisfaction 

Non financial: innovation, 

customer satisfaction, produc-

tion performance 

Non financial: customer 

service, relationship, 

qualified human re-

source 

Non financial : improve 

welfare 

Strategic Choice Differentiation strategy 
Differentiation , focus & de-

velop marketing strategy 

Focus & Following 

business procedure 

Focus & Following busi-

ness procedure 

Strategic Fit 
Environnemental analyses & 

environnemental perception 

Consistency on vision & mis-

sion 

Environmental awareness 

Consistency on vision & 

mission 

Environmental aware-

ness 

Consistency on vision & 

mission 

Environmental awareness 

Dynamic Capabilities 

Sensitive for new opportunity, 

developing marketing strategy 

(sales, service, advertising, com-

pany‟s reputation etc) 

Technology, innovation, de-

veloping marketing strategy 

(sales, service, advertising, 

company‟s reputation) 

Stable  & flexible op-

eration, qualified HR 

(hiring expertise) 

Strategy, efficiency & in-

novation and motivation of 

the work developed in the 

system 
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5 Analysis 

This chapter, we present the empirical findings from the interview. We will present the inter-

pretative and analytical work base on the collected empirical data. Thus, this chapter will in-

terpret and analyze the empirical findings from the interview by using theories and concepts 

from chapter 2. 

5.1 External Environmental Analysis 

The following section will analyse how external factors affect the SMEs selected in china and 

Indonesia correspondingly. As discussed in section 4.2, the external factors include four as-

pects which are: Political, Economic, Social and Technological environment. We will analyse 

the impact from these four aspects in China and Indonesia. 

Impact on Companies selected in China 

Political - All the respondents from the two companies mentioned that the political issue does 

not affect their companies decisions that much, because they think nowadays political situa-

tion in china is quite stable. They also believe that if the political situation is not so stable, 

then it will affect their business. However, according to their answers, at present it does not 

have impact on their business, at least they did not feel they are affected by it. 

Economic – All of them believe that the economic environment has great impact on their de-

cision making and business. The government‟s economic policy, to some extent, decide 

whether the company and industry can develop further. As we mentioned above, SME are 

more vulnerable to economic uncertainties, to survive and grow they highly need support 

from the government in many aspects. Since there are many foreign companies entered into 

the Chinese market, Many of them mentioned that they are facing more and more challenges. 

Moreover, they are also greatly affected by the global financial crisis. 

Social – As we discussed in chapter 3.2, in order to promote a healthy development of 

SMEs,Chinese government pay great effort to improve socialized service system, create an 

external environment for fair competition, and strengthen organization and guidance. Some 

of the respondents mentioned that the government provide training for SME managers and al-

so develop socialized service system for them in order to mobilize the society to offer servic-

es to them. These policies and measures have improved the regulatory environment and acce-

lerated the legislation process for SMEs. Social environment directly or indirectly affect the 

development of SME. 

Technological – As we mentioned before, hi-tech enterprises get more support from the Chi-

nese government, that is, these hi-tech companies are more likely to survive and thrive than 

other types of companies. Some of these respondents mentioned that government lowered the 

enterprise income tax rate for hi-tech enterprises, that means, it reduce the tax burden for 

these enterprises. But the two companies selected are not hi-tech enterprises, they cannot 

have the same taxation policy with these hi-tech enterprises. However, as we discussed in 

chapter 4 , since Chinese government encourage enterprises to further stimulate technological 

innovation and also cut burdens for enterprises and provide an easy environment for their in-

novation. All kinds of Chinese enterprise can benefit from this policy. 
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Impact on Companies selected in Indonesia 

Political - All two respondents claim that politics affect policy that applies in the business 

consulting services. The political reform impact the new policy for business in Indonesia. 

New presidential election happened every 5 year. Usually after the election of new leader will 

create new policy or revision. Indeed, the political change create unpredictable investment 

environment for business in this country.  

Economic - According to the interview, economic  condition usually influence the market 

price. It means the company need to adjust the price according to market needs. When the 

market environment becoming more fiercer, the companies need more  work to get more 

project with better and expected profits. One of the company get economic support from both 

bank and government. Indonesian government gives them support by giving access to credit 

in order to promote them as an economic factors.  

Social - Socio cultural aspect related with where the project was located. They are aware of 

field condition and need to adapt with the condition. If the business run in big cities or local 

area ,they can easily deal with social and cultural aspect. However, if they have new project 

which have to operate in new location (different island, rural areas),they need lots of research 

about local condition (people, culture, value and norm) and the local government policy. In 

Indonesia, if the company run the business in different island , it will meet many people from 

different ethic, language, norm, and value of each region. However, by using national lan-

guage (Bahasa Indonesia), they think there is no language barrier for doing business with 

them. The more important that every region has specific norm and values that needs to re-

spect. Moreover, the company usually employed local people in the local area (e.g. villages 

people) or unemployed people which could be another mechanism for job creation. Then, this 

mechanism will bring mutual benefit for both company and local area.  

Technology - According to empirical findings, technology that the company use must be in 

accordance with the current needs. High technology does not fully guarantee the work opti-

mally. Competent Human resources is the key , especially in the field of consulting services.  

The output of the work is usually the form of advisory services “ideas and detail design”. 

They claim that broad knowledge and skill are the main capital. Indonesian government give 

support to the development of technology and information system for  any aspect of industry. 

However, natural disaster often attack this country which force the government has to pay 

more attention to develop new technology to prevent the bad effect of natural disaster. 

5.2 Internal Environmental Analysis 

Organization structure  

The empirical findings are from four Asian companies (China & Indonesia) that we inter-

viewed, we found that most of them using functional organizational structure. It applied 

where the duties and responsibilities, because of their specialised and varied nature, have to 

be categorised into specific group (Analoui & Karami, 2003). From the interview, people 

within the company can concentrate on one aspect of work and develop their skills for pro-

viding service to all customers. Responsibility and duties are defined clearly.  

We interviewed some companies which have geographical organizational structure and they 

have high performance of managing business as well as decide its strategic management. 

Formal structure and system applied in the daily operation. All the selected companies pro-

vide opportunities for their managers or project group leaders to express their own opinions 

and discuss company related issues, such as in these two Chinese companies, they both have 
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weekly meeting  for managers, in Indonesian companies, they have project meeting for group 

members. These practices can enhance the communication among departments and managers, 

and share the information which might be very important for management and company. As 

we know that communication is important, it can help company in many aspects such as 

strengthening the connection between management and employees, having better understand-

ing about current status and then predicting the future trends more precisely. 

Leadership 

Leadership in SMEs is also influenced by its geographic location. For instance, SMEs in In-

donesia and China have different characteristic of leadership behaviours. According to re-

searchers, in the Confucian Asia countries (China, Japan, etcetera), they describe a leader 

who is protective of his/her own leadership: team oriented and people oriented. Southern Asia 

(Malaysia, Indonesia, etcetera) described effective leadership as especially collaborative, in-

spirational, sensitive to people‟s needs, and concerned with status and face saving 

(Northouse, 2007). Furthermore in Confucian Asian countries, people tend to believe that 

charisma is an important leader attribute; on the other hand, in Southern Asia, people believe 

leaders who tend to be autocratic are more effective than those who lead by inviting others 

into the decision making process (Northouse, 2007). 

According to Nicholls-Nixon (2005), the leader (and the top management) can predict the di-

rection of growth and control the complexity that is created as the organization grows. The 

leader‟s role is to determine the desired future status (direction of growth), identify the kind 

of formal structure and systems needed to support that vision, and guide the implementation 

process. The primary task of the leader is to develop a knowledge creation process that will 

generate the innovation needed to enhance future performance. Some of these general man-

agers and owners we interviewed displayed these characteristics of leadership. They trust 

their subordinates and give  authority to their subordinates rather than decide everything 

needed. 

5.3 Strategic Management  

In this section, we analyze how the company formulate and implement their strategy in daily 

activities as well as the role of external and internal environment and how they influence the 

process. 

Strategic Formulation  

Analoui and Karami (2003) state that a vision statement comes from the “hearts” of top man-

agement, which means vision and mission often based on the value of the owner and top 

management, they try to share the same value with every employee in the organization , try to 

make sure that all employees have the same objectives with the company. The management 

which we interviewed outlined the importance of  a clear vision and mission for the company. 

Mission concentrates on the present. Vision concentrates on the future and outlines what the 

organization wants to be.Vision and mission play an important role in inspiring or motivating 

employees in achieving the firm‟s goals and objectives. 

One may argue, personal objective and goals are highly subjective and may or may not be 

correct (Analoui & Karami, 2003). However, from the interview, many companies have the 

weekly meeting for all the managers. They often share their information and listen to each 

other  during the meeting, which means they can get more information and better understand-

ing about current issues and future trends, this will help them make decision more objectively 

and appropriately . 
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Strategy implementation  

This section of strategy implementation will analyse strategy planning process and decision 

making process and implementing process. High performance SMEs have written formal and 

clearly defined objectives (Analoui & Karami, 2003). The empirical findings revealed that 

some Chinese companies have formal structure and process when implementing the strategy. 

The geographical structure also influence the organization to make decision. If the decision 

comes from head office, the subsidiary will be informed formally, then directly implement it. 

Formal inform process often can prevent some communication error and misunderstanding, 

because information can be interpreted differently by individuals, which will create problems. 

Thus, by using formal inform structure, to some extent, can affect the results of implementing 

strategy. 

In these two construction Indonesian companies, they have formal process (formal meeting) 

during the tendering period before implementing projects. Although they do not have written 

formal procedure about implementation process, they do have formal written notes for the 

working progress of the project and evaluation of the project.  

The evidence show that one of Indonesian owner mentioned that sometimes he use his intui-

tion to make decision. According to Burns (2008), business leader often use this intuition  to 

make strategic decision , even though it‟s not too accurate but it has benefit for them to ex-

plore something new (innovation). From the „frame of reference‟, we mentioned two model 

of strategy which are rational and intuitive learning model. It seems this model applied in 

these two Indonesian companies. 

Further, the empirical findings revealed that some companies we interviewed are familiar 

with SWOT (Strengths, Weaknesses, Opportunity and Threats) model and they also apply it 

even though they do not have some procedural SWOT analysis like the textbook models. 

They still consider those four aspect in its operation to solve the problem even they modified 

it in accordance with current situation. 

Strategic planning involve short and long term decision making. The empirical findings re-

vealed that strategic plan consider for future direction which are not only based on personal 

strategic vision of the owner (top management). The company also consider financial aspect 

measurement as tools. Moreover, strategic alternative is part of planning process when they 

do some analysis related with financial perspective (budgeting plan) to anticipate problems 

which might occur.  

Strategy Control & Development 

Control helps Owner - managers to monitor the effectiveness of the firm (Analoui & Karami, 

2003). The empirical findings shows that they face many problems in different area of opera-

tion such as technical and production problem. For some, they do not have solutions for these 

problems; for others, they tend to reduce these problems by emphasis on quantitative per-

formance indicator. Volume, number of production become standard for evaluate their per-

formance. From the empirical finding , the companies we interviewed did not consider quali-

tative indicators, according to Analoui and Karami (2003),this indicator include such as Total 

Quality Management (TQM) measurement etc.  

On the other hand, the issue of building relationship with customers, supplier and clients be-

come the company‟s strategic alternative to compete with competitors. According to Nicholls 

– Nixon (2005), having a rich network of relationships between organization members con-

nects the intelligence of the entire system and allows for faster and better responses to prob-
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lems. Relationship between individuals, both within and outside organization, promote in-

formation exchange, generate new knowledge and understanding, and provide the basis for 

creative problem solving. Moreover when the company is part of a network of relationships 

that involve the outside world (such as customers and suppliers), then the organization im-

proves its ability to identify and to respond to changing opportunities. General Managers and 

Owners that we interviewed indicated that they consider external networks (relationship with 

customer, suppliers and competitors among others), resources and organizational learning 

(firm reputation and knowledge) when they try to solve problems. 

The goals or objective is the basic assumption to define the performance standards. It is im-

portant to discover problem in the system, thus all the problem can be diagnosed and the 

whole system will be continuously improved (Analoui & Karami, 2003). Most of the prob-

lem that they faced because of the limit scale of their operation. SME has to try to build their 

own image by attract more and more customers in the future. One of managers that we inter-

viewed from Chinese logistic company mentioned that the objective of the company is to 

build the company‟s reputation. The company need to focus on strengthening marketing 

strategy by doing several promotion and advertising continuously, in order to  make custom-

ers to recognize their service. 

The owner from one of  Indonesian company that we interviewed, he realized decreasing 

market can be handled by change internal strategy. Chinese company also have the similar 

solution for this problem. They all prefer to change strategy to capture market needs. From 

this perspective, external environment adaptation will help them to predict problem that 

might occur in the future. Moreover, the evidence shows that Chinese companies conduct 

trial before implementing new strategy. From this perspective, they  can simultaneously con-

trol and develop new strategy and also can reduce the risks when  implementing the new 

strategy.  

The role of internal and external factor  

Uncertainty market and company‟s internal condition are important for stimulating strategic 

decision making and planning. Therefore, several aspects need to be analyzed in order to re-

spond to the fast changing environment. From the empirical finding, most of the Owners and 

Managers that we interviewed understand the important role of both external and internal fac-

tors for stimulating strategic decision.  

One of the managers mention about KPI (Key Performance Indicator), this indicator can be 

used for financial and non financial measure and it‟s typically in terms of making progress 

toward long term goals. As stated in „frame of reference‟, most of the resource are combina-

tion of tangible, intangible resources and organisation capability. Especially skill, knowledge 

and human resources are one of  their main competitive advantage. The company‟s internal 

factor stimulate for future direction of strategic planning.  

Moreover, the resource of external analysis mostly based on government policy, newspaper, 

internet or research. Data and information collected from trusted sources help management to 

do analysis properly before making strategic decision. There are many independent sources 

that we can get from the internet for quick and free, but reliable sources are needed if we 

want gathering valid data. For instance in some companies that we interviewed, they want to 

strengthen its marketing strategy. In order to  obtain accurate data and analysis, they may 

need to conduct marketing research by themselves or trusted research agencies rather than 

only gathering sources from internet. In consequence, accurate analysis will help them to take 

appropriate action to compete with their rival and respond to market. 
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Strategic choice 

The evidence shows all of the companies that we interviewed using strategy not only for 

solving problem but also as an indicator for successful performance. Most of the companies 

that we interview in China and Indonesia are aware of the importance of using strategic man-

agement in their daily operation. However, using strategic management can be one of com-

petitive advantage for sustainable growth within related industry.  

Competitive markets force them to decide the type of strategy that they can use for surviving 

in unpredictable market condition. As stated in „frame of reference‟, Porter (1985) describe 

three types of competitive strategies that the company can choose are cost leadership, differ-

entiation, and the focus. 

Both of Chinese companies that we interviewed chose differentiation as their strategic choice. 

They are not just focus on core business, but also focus on new product development, devel-

oping new market . By doing so, they are able to differentiate its products and services along 

with adding customer value orientation. Analoui and Karami (2003) mentioned that customers 

are their main concern, and the differentiation occurs when the products of service of a firm 

satisfy the need of the customer better than the other firms‟ product and service. One of  the 

production manager that we interviewed claim that the market of their product is diminishing, 

so they try to change the design according to market needs. However, to pursue differentiation 

strategy the company need to define the target market properly and make sure customers are 

willing to pay for differentiation. One of sales manager state that many competitors can pro-

duce and offer good quality product with the right price. The competition made companies 

difficult to control the price. Further, the company try to develop new market such as Mongo-

lia, Korea to capture more market share. 

At the same time, we found that both of Indonesia companies that we interviewed chose focus 

(niche) strategy. As discussed in „frame of reference‟, the company focus on narrower seg-

ment of a market and develop its strategy to serve them in order to achieve a competitive ad-

vantage in its target market. The evidence shows that the company focus on its core business 

in the field of consultancy and they provide service only for specific private institution, gov-

ernment or personal. 

Indonesian companies we interviewed prefer to use focus strategy which limited to specific 

target market in accordance to their objectives and serving their client (customer oriented) as 

their competitive advantage. On the other hand, competition in Chinese market force both 

Chinese companies to use  differentiation strategy which help them to expand new market and 

find more new customers for future growth. 

5.4 Performance 

Financial / non financial performance 

The evidence shows that companies has clear understanding about how important the strate-

gic management for company‟s performance. Most of the companies are aware of importance 

of strategic management and apply it in their business. Moreover, one of the important indi-

cator for company‟s performance stated in the „frame of reference‟ are financial and non fi-

nancial. The empirical findings revealed that these companies we interviewed understand the 

dimensions of performance are financial and non financial, they focus on not just financial 

performance, but also non financial aspects  since they believe that the non financial per-

formance will eventually reflect on financial performance. They understand that once they 

can create value on non financial performance, it will directly affect financial performance.  
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The financial accounting standard based on each country‟s regulation which affect on com-

pany‟s policy. The evidence shows, financial performance is the goal for most of company 

since it will directly increase company‟s image externally as well as employees & share-

holder (owner) wealth internally. Moreover, the Chinese company also try to improve the op-

erational performance, by launching new product with better design and technology, doing 

innovation according to market needs. 

Evaluation of the performance also strongly related with the strategic process of the com-

pany. As stated in „frame of reference‟, strategic process consist of formulation, implemen-

tation, control and development process. From this perspective, the relationship among 

those process as the key success factors for long term growth for companies which we in-

terviewed. 

Moreover, most of the firm seek for profitable growth. According to Helfat, o.a., 

(2007),firm can improve their performance by reducing cost or raising price if they did not 

consider for growth. However, competition and market forces as well as technological con-

straints force them to increase sales of product and services, to improve product or new 

product in existing or new markets. To understand competition in market economy, analy-

sis of growth is as important as analysis of profits. We found that the one of Chinese 

companies manage the sustainable growth, for instance they strive to develop new product 

in order to develop new market. In Indonesian companies,the competition and economic 

condition made them reluctant to pursue business opportunities, since they think unhealthy 

competition may occur during the pursuing process.They try to maintain the relationship 

and build network with other competitors in order to create mutual relationship for their 

survival.  

 

Strategic fit & dynamic capabilities 

Strategic fit and dynamic capabilities are two important factors in business survivals. Combi-

nation of external environment analysis and internal capabilities will help to predict uncer-

tainty condition of pursuing business opportunity. The empirical findings shows that some of 

the companies have their own strategic choice to compete in the market. One of them men-

tioned to focus on its core business. However, it will not enough without develop their inter-

nal capabilities. If the internal capabilities are unique and difficult to imitate, it often called 

„core capabilities‟. According to Leonard-Barton, core capabilities include four dimensions 

are : employee knowledge and skills, technical systems, managerial systems and the values 

and norms. We analyze the core capabilities from these four dimensions. First, employee 

knowledge and skills, some companies outline the importance of employee skills and knowl-

edge, for some special work, they only hire employee with required certification. The second, 

technical systems,  knowledge embedded in technical and technological system, such as fi-

nancial accounting system embodied in both Chinese companies to control the financial proc-

ess. The third dimension is managerial system, represent formal and informal ways of creat-

ing knowledge and controlling knowledge, some of companies we interviewed mentioned 

some ways such as weekly meeting for managers to share information and knowledge. The 

last dimension are value and norms, all the companies we interviewed share their value to all 

the employees within the organization since they put their vision and mission on notice board 

or their websites. 

The definition of dynamic capabilities are discussed in Chapter 2. The evidence shows that 

main components of dynamic capabilities in both companies in Indonesia and China are hu-

man resource and technology development. Some SMEs lack managerial capabilities to im-

prove their performance. To solve this problem, the company should try to renew their re-
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sources by finding the „right people‟ and expertises. Some companies that we interviewed are 

aware of this solution and try to improve their performance by hiring expertise. Therefore, 

dynamic managerial capabilities has effect on identifying the opportunity and solving prob-

lem.  

Environmental awareness combine with dynamic capabilities are another concept of „fit‟ that 

we discussed in „frame of reference‟. Exploiting and creating change in the business envi-

ronment can be achieved by continuously develop innovation. According to our empirical 

findings, Chinese government give lots of support for business creation and innovation. Chi-

nese Premier Wen Jiabao has called on enterprises and officials to place priority on industrial 

upgrading and innovation (Xinhuanet, 2009).One of Chinese companies maintain their busi-

ness growth through innovation to improve their core business. On the other hand, the Indo-

nesian companies using bank support and strongly focus on their vision and mission as way 

to build competitive advantage. 
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6 Conclusion 

In this chapter we present  the conclusion of this thesis. We will begin with answering the 

purpose, continue with answering  research questions and presents some suggestion for fur-

ther research within the field of strategic management in SMEs. 

Purpose 

Our purpose is to find out how strategic management determines / affects / influence SMEs 

performance in South East Asia and specifically in China and Indonesia. Moreover, its pur-

pose is to identify the crucial factors that determine survival and growth in the two countries.  

There is no general answer on how strategic management affect SMEs performance in China 

and Indonesia. Our conclusion is that all the companies we interviewed are aware of  the im-

portance of using strategic management in its daily operation. Moreover, they all believe that 

the strategic management can affect company‟s performance from financial and non financial 

aspects. 

In Chinese and Indonesian SMEs, they all focus on their internal capabilities to build com-

petitive advantages and also realized that internal factors can judge the feasibility of strategic 

decision. Moreover, they also pay attention to external factors since they believe external fac-

tors stimulate the initiation of a strategic decision. Our research indicate that understanding 

the role of internal & external factors ,and constantly combining the two factors into daily 

operation are the crucial factors for these companies survival and growth in the two countries. 

Research Question 

What are the common or different characteristics of strategic management of SMEs in 

China and Indonesia?  

According the empirical findings, we found some common characteristics of strategic man-

agement of SMEs in China and Indonesia. Firstly, all the companies we interviewed ,their 

decision making system seems centralized, in most occasion, the general managers or own 

make the final decisions. Secondly, all the companies have a clear vision and mission  for the 

company, also they make sure all the employees within the organization know the company‟s 

objective. Thirdly, all of the them use combination of formal and informal structure during 

the strategic implementation process. Fourthly, they pay great attention to government‟s pol-

icy and  change their strategies according to government‟s policy. The last but not the least, 

they all believed that strategic management can affect company performance from financial 

and non financial aspects. 

The evidences show that there are also some different characteristics of strategic management 

of SMEs in the two countries. Firstly, the Chinese companies we interviewed focus on differ-

entiation strategy ,while the Indonesian companies focus on niche strategy. Secondly, Chi-

nese companies not just focus on their core business, but also implementing new strategy to 

seek for now opportunity, but Indonesian companies, they only concentrate on their core 

business due to the companies scale and external environment. 

All in all, there are more common characteristics than different characteristic of strategic 

management between Chinese companies and Indonesian companies. 
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What are the crucial strategic management factors (issues) for firm’s survival & growth 

in China and Indonesia? 

Since this research question is consistent with one aspect of our thesis purposes, as we men-

tioned in our purpose chapter (Chapter 6.1), the crucial strategic management factors for 

firm‟s survival and growth in China and Indonesia are: understand the role of internal and ex-

ternal factors, and change their strategies according to external factors, examine the feasibil-

ity of strategy and build their competitive advantages through internal factors. 

The thesis has presented its conceptualized view on strategic management in the research on 

Chinese and Indonesian SMEs (see Figure 4, p. 16). Most of the consideration above are re-

flected in the presented model. 

6.1 Recommendations for Further Research 

The analysis of the empirical study has indicated a number of relevant issues that the thesis 

did not investigate, but which might be important for further research of strategic manage-

ment in East Asia‟s SME. 

Firstly, one should undertake a greater depth and broader range of research in order to un-

cover more detailed and comprehensive conclusions regarding the role of strategic manage-

ment on SMEs performance. The study should involve more East Asian countries and explore 

the characteristics of strategic management in order to obtain more holistic information about 

the awareness of strategic management in East Asia SME. 

Secondly, the study should be able to reveal and prove in detail how external and internal en-

vironment affect strategic making process. Further research should also pay more attention to 

the management style to obtain a deeper understanding regarding why similar companies 

took different action in the same or similar situation. 

Finally, the thesis only investigated three different industries in those two countries. The fur-

ther study should involve all the industries of SME in East Asia. Moreover, one should un-

dertake research in parallel industry in different countries in order to obtain more compara-

tive conclusions. 
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Appendix 1 

Appendix 1. Interview with company in China & Indonesia 2 

Interview with Logistic Service Company A (China) 3 

The company‟s name and participant‟s name will stay anonymous in our research. 4 
 5 
Participant information 6 
Manager 1 7 
Gender: Female 8 
Department: HR and Administration 9 
Position: HR and administration Manager 10 
Others (if any):  11 
                                                    12 
Company information  13 
Type of Industry (for example retail industry, service industry etc): Logistics service (transportation 14 
industry) 15 
Number of employees: 100-110 16 
Annual sales:  CNY 6-8 million (2008) 17 
Others (if any): Located in Shenzhen, China 18 
 19 
Questions: 20 
 21 
What‘s your main responsibility? How many departments in your company and what are they? 22 
What’s the company structure? (Please give an organization chart for sample if it is possible) 23 
HR and Administration manager is in charge of company public and internal affairs, like HR recruit-24 
ment, staff motivation, company expenses & budget control, real estate lease, department communica-25 
tions etc. 26 
Besides administration department, we have several functional departments: warehouse, supply chain, 27 
shipping, financial & accounting. 28 
 29 
The organization structure is: 30 
 31 

 32 
 33 
Who are the strategic decision makers? 34 
General Manager and team leaders of every functional department 35 
 36 
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In your opinion, how the internal and external factors affect the company’s strategic decision 37 
making? 38 
Team leaders pay more attentions on the short-term results, whether the strategic decisions will take 39 
them long time to get used to or more time on training, or affect their daily operations, practical effi-40 
ciency. 41 
General Manager thinks more on the long-term benefits, costs, enterprise image etc. 42 
 43 
Can you please specify how the external factors affect your business from four aspects : Politic, 44 
Economy, Social and Technologic ? 45 
I don‟t think politic issues effect our company, the politic party in China is quite stable, we do not 46 
have to worry about political policies. 47 

Social environment affect company in some cases. For instance, when we want to find more customer 48 
in Europe, we often encounter the culture clash and other social problems. In China, Chinese govern-49 
ment pay a great effort to improve social environment by issuing some regulations to guarantee fair 50 
competition. 51 

Economic environment always strongly influence company „s policy, development and even survival. 52 
We have to understand the economic environment to make right decision and take appropriate action 53 
to respond to the environment. 54 

We are logistic service company, our service does not involve so many technology. Technology envi-55 
ronment does not affect our company that much. 56 

 57 
How to implement strategy in your company? Do you have any procedures for strategy-making 58 
process? If yes, please give us an example (informal and formal) 59 
The strategy decisions are made by General Manager and teams leaders. 60 
When the decisions are done, the General Manager will announce it formally in written, then the team 61 
leaders will supervise the execution. 62 
In weekly company manager routine meeting, the general manager proposed an idea to share common 63 
resources to serve two different customers that will increase the efficiency, also in better position to 64 
negotiate with suppliers for better prices. Then line managers will discuss various solutions. Once the 65 
general manager decides the final strategy, he will inform relevant functional departments in written 66 
formally, then line managers will implement the strategy also explain more details for employees. 67 
 68 
How do you think the relationship between strategic management and organization's perform-69 
ance? That is, how the strategy management affects company’s performance? 70 
Strategic management decides organization‟s performance; and on the contrary, organization‟s per-71 
formance is proving the rightness of the strategic management. 72 
 73 
What are the crucial factors for achieving competitive advantage? What are the crucial factors 74 
for company survival? 75 
Competitive advantage: 76 
Sales channels, advertisement & enterprise image, marketing promotions, service 77 
Company survival: 78 
Cost control, quality supervision, marketing strategy 79 
 80 
Currently, are there any big troubles the company are facing or have to face in the near future; 81 
are there any solutions for these troubles? Do you have any special measures for these problems? 82 
For example, utilize new accounting system to help to manage financial data. 83 
The company is facing a problem that how to find more customers in Europe, then with more orders 84 
on massive consumption products, it may cut down costs on supply, warehousing, packaging, trans-85 
portation etc. 86 
But limited by the scale of the company, until now, there are not any special measures yet. 87 
 88 



 

 
59 

How your companies do the external analysis and internal analysis? How do you collect data for 89 
analysis, for example, through survey, data base or information from government? 90 
We have company internal financial analysis on budget, cost and margin; then KPI（ key perform-91 

ance indicator）for function performance. For external analysis, we normally pay attention to gov-92 
ernment‟s policy, we also do some research about customer requirement, customer satisfaction etc. 93 
 94 
How the company handle the disagreement between management about implementing a new 95 
strategy or terminating the implementation of strategy.(for example, when management came 96 
up with many strategies ,but there is only one can be utilized , will you take a vote to decide it or 97 
do you have any other methods to do it.) please explain 98 
First we decide to implement an optimum solution for trial. During the 3-6 months testing period, we 99 
will analyze the results from financial and practical operation views. If the feedback index of solution 100 
is negative, we terminate it. 101 
 102 
What’s your company’s vision and mission? 103 
Vision: 104 
Become a logistics company specialized in value added logistics service. 105 
Mission: 106 
Cut cost, offer better service, and serve for more international custom 107 
Thank you very much for your participation! 108 
 109 
The company’s name and participant’s name will stay anonymous in our research. 110 
Participant information 111 
Manager 2 112 
Gender: Male 113 
Department: Financial and accounting department 114 
Position: Manager 115 
Others(if any): 116 
                                     117 
Company information 118 
Type of Industry (for example retail industry, service industry etc): Logistics service (transportation 119 
industry) 120 
Number of employees: 100-110 121 
Annual sales:  CNY 6-8 million (2008) 122 
Others (if any): Located in Shenzhen, China 123 
 124 
Questions: 125 
 126 
What‘s your main responsibility? How many departments in your company and what are they? 127 
What’s the company structure? (Please give an organization chart for sample if it is possible) 128 
I am responsible for accounting operations and financial operation such as various taxes, long-term 129 
contracts, the overall cost control, accounts payable & receivable internal financial management sys-130 
tems, preparation of financial statements etc. 131 
We have several departments which include: administration department, warehouse, supply chain, 132 
shipping, financial & accounting department. 133 
 134 
Who are the strategic decision makers? 135 
General Manager and team leaders (Manager) of every department. 136 
 137 
In your opinion, how the internal and external factors affect the company’s strategic decision 138 
making? 139 
That‟s depends on the department, also depends the issues. For example, in our financial and account-140 
ing department, we have two dimensions are managerial accounting and financial accounting. 141 
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Managerial accounting is primarily used within the company, report to our top management for future 142 
planning, directing, controlling such as sales forecasting reports, budget analysis and comparative 143 
analysis etc. If the issues is related managerial accounting we normally based on company‟s policy to 144 
make decision. 145 
Financial accounting is primarily used outside of company, we have to report to government such as 146 
tax office, customs office etc. we have to follow government‟s policy such as financial & accounting 147 
regulation, standards etc to make decision and process our work. If government‟s policy is changed, 148 
we also have to change our financial accounting as well. We always need to pay attention to account-149 
ing & financial regulations in order to make sure our operation and decision is legal and appropriate. 150 
But managerial accounting and financial accounting are related to each other, sometimes if the gov-151 
ernment‟s policy is changed, company also have to change its policy, that is, managerial accounting 152 
also need to be changed. 153 
 154 
Can you please specify how the external factors affect your business from four aspects : Politic, 155 
Economy, Social and Technologic ? 156 
I think the current political situation in china is quite stable, so it does not affect our company that 157 
much. 158 

Economic environment always affect our business. Economic environment always keep changing so 159 
fast, we have to keep our pace with the market environment, otherwise, we cannot survive in the mar-160 
ket. 161 

I think social environment also has impact on company, since social environment include many di-162 
mensions. Sometimes the social environment can affect business greatly. For instance if the company 163 
is from foreign company, it may face many social problems such as culture clash or language barrier 164 
etc. 165 

Technologic policy and environment is also important for company, especially  for hi-tech enterprise, 166 
because government policy is technology-oriented, hi-tech  company often get many support from 167 
government. 168 

How to implement strategy in your company? Do you have any procedures for strategy-making 169 
process? If yes, please give us an example (informal and formal) 170 
When General Manager or teams leaders made decision to implement a strategy, the General Manager 171 
will announce it formally in written, then the team leaders will supervise the execution. 172 
We have a routine meeting for manger every week, we can share our ideas and discuss with each 173 
other during the meeting. For example, if I have some ideas about how to cut down the cost of trans-174 
portation, I will discuss with other department‟s managers and also general manager in the meeting. 175 
Once the general manager decides the final strategy, he will inform relevant functional departments in 176 
written formally, then line managers will implement the strategy also explain more details for em-177 
ployees. 178 
 179 
How do you think the relationship between strategic management and organization's perform-180 
ance? That is, how the strategy management affects company’s performance? 181 
Strategic management decides organization‟s performance, of course the performance is not limited to 182 
financial performance, but also included other stuffs, such as customer satisfaction etc. But in my 183 
opinion, the other kinds of performance finally will reflect on financial performance, for example, if 184 
we implemented a strategy, which improved customer satisfaction of our service, then we can attract 185 
more customers and customers will use more our service, then finally, our financial performance will 186 
also be improved. Strategic management and organization performance are related with each other. To 187 
some extent, I think organization performance is one kind of indicator of strategic management, I 188 
mean, for example, if we implemented a strategy, and then organization performance is improved, 189 
that indicate our strategy is appropriate, our strategic management is necessary and on the right way. 190 
 191 
What are the crucial factors for achieving competitive advantage? What are the crucial factors 192 
for company survival? 193 
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Competitive advantage: 194 
Enterprise image, marketing promotions, service. 195 
Company survival: 196 
Cost control, quality of service, marketing strategy, risk awareness and risk control. 197 
 198 
Currently, are there any big troubles the company are facing or have to face in the near future; 199 
are there any solutions for these troubles? Do you have any special measures for these problems? 200 
For example, utilize new accounting system to help to manage financial data. 201 
Our company is facing a problem that how to find more customers in Europe, then with more orders 202 
on massive consumption products, it may cut down costs on supply, warehousing, packaging, trans-203 
portation etc. 204 
We do not have any special measures yet. But we are trying to find some ways to enhance our market-205 
ing promotion. Our company is not so big, I think it takes time to build enterprise image and reputa-206 
tion. 207 
 208 
How your companies do the external analysis and internal analysis? How do you collect data for 209 
analysis, for example, through survey, data base or information from government? 210 
We focus on more internal analysis rather than external analysis. We have internal analysis on cost, 211 
budget, profit etc. For external analysis, basically, we pay attention to government‟s policy, we also 212 
do some research about customer requirement, market environment etc. 213 
 214 
How the company handle the disagreement between management about implementing a new 215 
strategy or terminating the implementation of strategy.(for example, when management came 216 
up with many strategies ,but there is only one can be utilized , will you take a vote to decide it or 217 
do you have any other methods to do it.) please explain it. 218 
If management came up with many strategies about one issue at the same time, general manager will 219 
decide to implement one optimum strategy for trial. Trial period are normally three to six months, we 220 
will analyze the results from financial and practical aspects such as financial performance, customer 221 
satisfaction etc. If the results is positive, we will implement it, otherwise terminate it. 222 
 223 
What’s your company’s vision and mission? 224 
Vision: 225 
Become a logistics company specialized in value added logistics service. 226 
Mission: 227 
Cut cost, offer better service, and serve for more international customers. 228 
Thank you very much for your participation 229 
 230 
The company‟s name and participant‟s name will stay anonymous in our research. 231 
Participant information 232 
Manager 3 233 
Gender: Male  234 
Department: 235 
Position: General Manager 236 
Others (if any):  237 
                                                        238 
Company information 239 
Type of Industry (for example retail industry, service industry etc): Logistics service (transportation 240 
industry) 241 
Number of employees: 100-110 242 
Annual sales:  CNY 6-8 million (2008) 243 
Others (if any): Located in Shenzhen, China 244 
 245 
Questions: 246 
What‘s your main responsibility? How many departments in your company and what are they? 247 
What’s the company structure? (Please give an organization chart for sample if it is possible) 248 
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I am in charge of the whole company‟s operation such as supervise all the managers, execution of 249 
company‟s policy, make company‟s future develop plan etc. 250 
We have several departments which include: administration department, warehouse, supply chain, 251 
shipping, financial & accounting department. 252 
The organizational structure:  253 
 254 
 255 
 256 
 257 
 258 
 259 
 260 
 261 
 262 
 263 
 264 
 265 
Who are the strategic decision makers? 266 
Me and other functional department managers. 267 
 268 
In your opinion, how the internal and external factors affect the company’s strategic decision 269 
making? 270 
We look both internal and external factor when we make a strategic decision. Internal factors highly 271 
decided the feasibility of a strategic decision. External factors is kind of guidance for a strategic deci-272 
sion, sometimes it is the indication of general future direction. Company should pay attention to both 273 
internal and external environment and respond to or take initiative to environment. 274 
How to implement strategy in your company? Do you have any procedures for strategy-making 275 
process? If yes, please give us an example (informal and formal) 276 
We have weekly manager meeting, every manager can propose their suggestion during the meeting, if 277 
we decide to implement a new strategy will announce it and inform relevant department formally. Ba-278 
sically, we will test the new strategy, trial period is about three to six months. 279 
 280 
How do you think the relationship between strategic management and organization's perform-281 
ance? That is, how the strategy management affects company’s performance? 282 
Strategic management decides organization‟s performance. Organizational performance includes sev-283 
eral aspects such as financial aspect, customer satisfaction aspects, innovation etc. But the final goal is 284 
financial performance, the other aspects of performance are also very import because it will affect and 285 
reflect on financial performance directly or indirectly. 286 
 287 
What are the crucial factors for achieving competitiveness? What are the crucial factors for 288 
company survival? 289 
Competitive advantage: 290 
Enterprise image, reputation, sensitive for new opportunity, marketing promotions, sales channels, 291 
service, and advertising etc. 292 
Company survival: 293 
Enterprise image, advertisement, cost control, quality of service, marketing strategy, risk awareness 294 
and risk control, quality supervision etc. 295 
 296 
Currently, are there any big troubles the company are facing or have to face in the near future; 297 
are there any solutions for these troubles? Do you have any special measures for these problems? 298 
For example, utilize new accounting system to help to manage financial data. 299 
The company is facing a problem that how to find more customers in Europe, then with more orders 300 
on massive consumption products, it may cut down costs on supply, warehousing, packaging, trans-301 
portation etc. Due to the limitation of company scale, till now no special measures yet. But we are try-302 
ing to build our reputation and enterprise image through marketing promotion, advertisement etc. We 303 
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can provide good service for customer, but the problems is customers do not know our company at all. 304 
We really need to do something to let customers get to know us. 305 
 306 
How your companies do the external analysis and internal analysis? How do you collect data for 307 
analysis, for example, through survey, data base or information from government? 308 
We have company internal financial analysis on budget, cost and margin; then KPI（key performance 309 

indicator）for function performance. For external analysis, we got information from government and 310 
other channels, for example, we do some research about customer requirement, customer satisfaction, 311 
market environment etc. We analyze these information collected, and make sure our transaction, op-312 
eration is legal and appropriate. Moreover, we need external analysis to help us have a clear under-313 
standing about external environment and take actions accordingly and also we need to know whether 314 
we have the capability to do it. 315 
 316 
Can you please specify how the external factors affect your business from four aspects : Politic, 317 
Economy, Social and Technologic ? 318 
The changes of government political policy will affect the society as a whole, then will also has im-319 
pact on enterprise. At present, government politic issues does not affect our company since now gov-320 
ernment doesn‟t have big changes. The politic situation in china is quite stable, so at least now  we did 321 
not feel any politic policy influence our company‟s policies. 322 

Economy environment always has great impact on our business. To some extent, economic policy de-323 
cide whether the business can develop or not. Our business also influenced by global financial crisis. 324 

Social environment include many aspects such as culture, roles and norms etc. I think the social envi-325 
ronment influence company indirectly. The effect is not so obvious for our company, because our 326 
company is a local company, we do not have culture clash or language barrier etc. 327 

Technologic environment is also important for company. Government reduce the enterprise income 328 
tax rate for hi-tech company. Our company is not hi-tech company, we have to pay tax with higher tax 329 
rate than hi-tech company. But sometime government provide some training for company to help 330 
company develop necessary technology and know the latest information from the government. For in-331 
stance, the tax office always provide the training for all the company when there is something new 332 
about tax law or accounting regulation etc. I think this training is very helpful for company since it 333 
can make company also has the latest information about government „s policy. 334 

How the company handle the disagreement between management about implementing a new 335 
strategy or terminating the implementation of strategy.(for example, when management came 336 
up with many strategies ,but there is only one can be utilized , will you take a vote to decide it or 337 
do you have any other methods to do it.) please explain 338 

In weekly manager meeting, managers can propose their suggestions; I will make the final decision 339 
and decide to implement one optimum strategy for trial 340 
Trial period are normally three to six months, we will analyze the results from financial and practical 341 
aspects such as financial performance, customer satisfaction etc. If the results is positive, we will im-342 
plement it, otherwise terminate it. 343 
 344 
How do you make the judgments about whether the strategy is optimum? 345 
Based on my knowledge, experience and of course I will listen to other managers suggestions, and 346 
consultant if needed. 347 
 348 
What’s your company’s vision and mission? 349 
Vision: 350 
Become a logistics company specialized in value added logistics service. 351 
Mission: 352 
Cut cost, offer better service, and serve for more international customers. 353 
Thank you very much for your participation! 354 
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Interview with Manufacturing Company B (China) 355 
 356 
The company‟s name and participant‟s name will stay anonymous in our research. 357 
 358 
Participant information 359 
Manager 1 360 
Gender: Female 361 
Department: sales department 362 
Position: Manager 363 
Others (if any): 364 
 365 
Company information  366 
Type of Industry (for example retail industry, service industry etc): 367 
Electric heater manufacture company (manufacturing industry) 368 
Number of employees: about 700 to 1000(300 formal employees + about 400 to 700 temporary work-369 
ers) 370 
Annual sales: CNY 70-90 million (2008) 371 
Others (if any): located in Shenzhen china, our head office is located in Guangzhou 372 
Questions: 373 
 374 
What‘s your main responsibility? How many departments in your company and what are they? 375 
What’s the company structure? (Please give an organization chart for sample if it is possible) 376 
I am responsible for training of sales staff and all the sales operation such as: 377 
interface with merchandising at all levels, interact with customers, providing advice in the selection of 378 
products, contract negotiation, organize promotional demonstration activities, conduct purchasing 379 
procedures etc. 380 
Departments: Financial & accounting department, Human resource & administration depart-381 
ment ,supply chain department, R&D, IT support department, production department, sales depart-382 
ment. 383 
 384 
Who are the strategic decision makers? 385 
Head office (Guangzhou), our General manager, vice General manager and functional departments 386 
managers. 387 
 388 
In your opinion, how the internal and external factor affect the company’s strategic decision 389 
making? 390 
External factors stimulate the initiation of a strategic decision; Internal factors judge and check the 391 
feasibility of a strategic decision. 392 
 393 
Can you please specify how the external factors affect your business from four aspects : Politic, 394 
Economy, Social and Technologic ? 395 
China is not a politic-oriented country, besides the political situation in China is stable ,so the politic 396 
issues does not affect our company‟s daily operation. At least, so far ,we have not influenced by poli-397 
tic stuffs. 398 

Economic environment has great impact on our company. The competition in our industry is becom-399 
ing so fierce, we  always have to pay great attention on economic policy and situation. Customer de-400 
mand and market need are always our great concern. 401 

Social environment also  play an important roles for the development of company. Government also 402 
pay a lot of effort to improve the social environment for company.  403 

Although our company is not hi-tech enterprise, but producing the product still involved many tech-404 
nologies. Technology environment and policy are also important for our company. Government also 405 
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encourage the company to develop new technology and sometimes even provide technology support 406 
for company. 407 

How to implement strategy in your company? Do you have any procedures for strategy-making 408 
process? If yes, please give us an example (informal and formal) 409 
If the strategies are made by head office, they will convey it to us, then we just implement it. We have 410 
weekly meeting for managers, general manager, vice manager or department managers can propose 411 
their suggestions during the meeting, When General manager make the final decision to implement a 412 
strategy, the General Manager will announce it formally in written, then the department managers will 413 
supervise the execution. 414 
How do you think the relationship between strategic management and organization's perform-415 
ance? That is, how the strategy management affects company’s performance? 416 
I think if the strategy is right made, it will improve the company‟s performance; on the contrary, it 417 
will weaken the organization‟s performance. 418 
The performance is not limited on financial performance but also include other kinds of performance 419 
such as production performance, customer satisfaction etc. But I think almost all the other kinds of 420 
performance will reflect on financial performance eventually. 421 
 422 
What are the crucial factors for achieving competitive advantage? What are the crucial factors 423 
for company survival? 424 
Competitive advantage: Team spirit & moral, Service, Market strategy on customers and pricing 425 
Company survival: Margin, Products reputation, Energy resource 426 
 427 
Currently, are there any big troubles the company are facing or have to face in the near future; 428 
are there any solutions for these troubles? Do you have any special measures for these problems? 429 
For example, utilize new accounting system to help to manage financial data. 430 
The problems the company is facing are: 431 
1. energy & climate, consumption trend 432 

the global climate is becoming warmer due to the “greenhouse effect”, The energy-supply short-433 
ing is a problem many developing countries are facing. Moreover, as we know that in northern 434 
part of China, every house has heating inside, they do not need electric heater. In other part of 435 
China, more and more people possess air-conditioner; they can use air-conditioner instead of elec-436 
tric heater. The consumption volume of electric heater in china is declining. 437 

2. competitive pricing policy 438 
There are so many electric heater manufacturers in china. Many manufacturers can produce elec-439 
tric heater with good quality and right price. It is difficult to build competitive advantage on price. 440 

We select some heating sites for test, to make a new simple electric heater with same power but 441 
cheater cost, more economic. But as a pity, we have no special measures for the tests. 442 
We are trying to find more customers outside of china. We are doing export to other Asian countries 443 
such as Mongolia, Korea etc, but we still need to develop more new markets. 444 
 445 
How your companies do the external analysis and internal analysis? How do you collect data for 446 
analysis, for example, through survey, data base or information from government? 447 
Financial & accounting department, Human resource & administration, supply chain department to do 448 
the internal analysis, mostly from the finance view. And the R&D department is responsible for the 449 
external analysis for the tests. We also get some data or information from the local government on the 450 
electricity supply conditions. The head office is doing the sales and marketing analysis. 451 
 452 
How the company handle the disagreement between management about implementing a new 453 
strategy or terminating the implementation of strategy. For example, when management came 454 
up with many strategies, but there is only one can be utilized, will you take a vote to decide it or 455 
do you have any other methods to do it.) Please explain 456 
If the strategies are made by the board in head office, our subsidiary just implement the strategies and 457 
feedback information. 458 
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We have a weekly meeting for managers, if we have some ideas, we can propose it during the meeting, 459 
and general manager will make the final decision. Once the decision is done, he will formally inform 460 
(in written) relevant departments to implement it. Basically, we have three to six months trial period 461 
for new strategies, we will test the results from several aspects such as cost, quality, effectiveness etc. 462 
If the results is positive, we will continue to implement it, otherwise, we will terminate it. 463 
If the strategies may have effect on head office, then general manager need to report to head office. 464 
Only after we got approval from head office, then we can implement it. 465 
 466 
What’s your company’s vision and mission? 467 
Vision: 468 
Top brand name of electric heaters in China or Asian markets. 469 
Mission: 470 
Produce new economic type of electric heaters 471 
Cooperation with local governments for favourite electricity pricing policy 472 
Target middle class or upper class customers 473 
Good marketing strategy: good price + good quality products 474 
Thank you very much for your participation! 475 
 476 
The company‟s name and participant‟s name will stay anonymous in our research. 477 
Participant information 478 
Manager 2 479 
Gender: Male 480 
Department: production 481 
Position: production manager 482 
Others(if any): 483 
                                                      484 
Company information 485 
Type of Industry (for example retail industry, service industry etc): 486 
Electric heater manufacture company (manufacturing industry) 487 
Number of employees: about 700 to 1000(300 formal employees + about 400 to 700 temporary work-488 
ers) 489 
Annual sales: CNY 70-90 million (2008) 490 
Others (if any): located in Shenzhen china, our head office is located in Guangzhou 491 
 492 
Questions: 493 
What‘s your main responsibility? How many departments in your company and what are they? 494 
What’s the company structure? (Please give an organization chart for sample if it is possible) 495 
My responsibilities include: supervise production processes to ensure implementation of company 496 
standards.; prepare annual production plans; communicate with sales manager; plan production ca-497 
pacities according to yearly sales projections; monitor production vs. sales to review production 498 
schedule accordingly; supervise machines maintenance programs and recommend machines modifica-499 
tions if needed; Prepares employees safety procedures and makes sure that these procedures are en-500 
forced etc. 501 
Departments: Financial & accounting department, Human resource & administration depart-502 
ment ,supply chain department, R&D, IT support department ,production department, sales depart-503 
ment. 504 
 505 
Who are the strategic decision makers? 506 
Head office (Guangzhou), our General Manager, vice General manager and functional department‟s 507 
managers. 508 
 509 
In your opinion, how the internal and external factors affect the company’s strategic decision 510 
making? 511 
When company makes strategic decision, always pay attention to both internal factors and external 512 
factors. Internal and external factors are both crucial for strategic decision making. For example, ac-513 
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cording to external environment, when may should implement a new strategy to seize the opportunity, 514 
but we also need to see our internal environment, whether we have the capability to implement it. In-515 
ternal and external factors decide whether should implement the strategy or whether the implementa-516 
tion of strategy can be successful. 517 
 518 
Can you please specify how the external factors affect your business from four aspects : Politic, 519 
Economy, Social and Technologic ? 520 
Currently, China does not have many big changes on political policy, at least now i did not see the 521 
politic issues affect our company . 522 

Economic environment are always changing so fast, we need to have clear understandings about the 523 
current status and predict the future trends. The government‟s economic policy always affect our 524 
company‟s policy. 525 

Since we also export our products to other country, sometimes we encounter some social problems 526 
such as cultural clash ,language barrier etc. Pay attention to social environment is important for our 527 
company.  528 

We are not hi-tech company, but we need technology to produce our products. Technology environ-529 
ment has great impact on our company. Government also give us technological support, such as pro-530 
vide training for accounting system or logistic system etc. 531 

How to implement strategy in your company? Do you have any procedures for strategy-making 532 
process? If yes, please give us an example (informal and formal) 533 
If the strategies are made by head office, they will convey it to us, and then we just implement it. 534 
We have weekly meeting for managers, every manager can propose their ideas during the meeting, 535 
When General manager make the final decision to implement a strategy, he will announce it formally 536 
in written, and then the department managers will supervise the execution. 537 
 538 
How do you think the relationship between strategic management and organization's perform-539 
ance? That is, how the strategic management affect company’s performance? 540 
I think strategic management is very important for company. Appropriate strategy can increase the 541 
possibility for success. The strategic management has great impact on company‟s performance. For 542 
example, in our production department, if we implement a wrong strategy which related to our pro-543 
duction line, we are unlikely to produce product with high standards or achieve the production volume. 544 
The implementation of strategy will definitely affect our department‟s performance, and eventually 545 
will affect financial performance of company as a whole. 546 
 547 
What are the crucial factors for achieving competitive advantage? What are the crucial factors 548 
for company survival? 549 
Competitive advantage: Technology, Design of the product, Quality of the product, Products reputa-550 
tion, Market strategy on customers and pricing 551 
Company survival: Margin, Products reputation, Energy resource, Cost control 552 
 553 
Currently, are there any big troubles the company are facing or have to face in the near future; 554 
are there any solutions for these troubles? Do you have any special measures for these problems? 555 
For example, utilize new accounting system to help to manage financial data. 556 
The problems the company is facing are: 557 
Consumption volume for electric heater is declining due to some reasons such as the global climate is 558 
becoming warmer, many families in china, they have air-conditioner.. 559 
There are too many competitors in china. Many manufacturers can produce electric heater with good 560 
quality and right price. It is difficult to build competitive advantage on price. 561 
We select some heating sites for test, to make a new simple electric heater with same power but 562 
cheater cost, more economic. But as a pity, we have no special measures for the tests. 563 
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We are trying to develop new products in order to develop new market, I think this is very important 564 
for our company, since the electric heater market in china is diminishing. We also trying to change the 565 
design of our product, and make sure it will consume less energy. 566 
 567 
How your companies do the external analysis and internal analysis? How do you collect data for 568 
analysis, for example, through survey, data base or information from government? 569 
For our production department we did not do external analysis, because R & D department is respon-570 
sible for the external analysis, they will share their information with us. But we will do some internal 571 
analysis, for example, if our product has some problem with quality, we will analyze the reasons for 572 
inferior goods, and then we will revise and improve it. Financial department will do internal and ex-573 
ternal analysis from the finance view. Human resource & administration department also do the exter-574 
nal analysis from different view, for example, they have to change the company‟s HR regulation ac-575 
cording to government‟s labour law etc. Every department has internal analysis. 576 
 577 
How the company handle the disagreement between management about implementing a new 578 
strategy or terminating the implementation of strategy.(for example, when management came 579 
up with many strategies ,but there is only one can be utilized , will you take a vote to decide it or 580 
do you have any other methods to do it.) please explain 581 
If the strategies are from head office, we just implement the strategies and feedback information. 582 
If we have some ideas, we can propose it in the weekly manager meeting, final decision are made 583 
general manager. Once the decision is done, he will inform relevant departments formally in written 584 
and relevant department will implement it. During the three to six trial periods, we will test results 585 
from financial and practical aspects. If the results is positive, we will continue to implement it, other-586 
wise, we will terminate it. 587 
For some strategies, our general manager need to report to head office. We need to get approval from 588 
head office, and then we can implement it. 589 
 590 
What’s your company’s vision and mission? 591 
Vision: 592 
Top brand name of electric heaters in China or Asian markets. 593 
Mission: 594 
Produce new economic type of electric heaters 595 
Cooperation with local governments for favourite electricity pricing policy 596 
Target middle class or upper class customers 597 
Good marketing strategy: good price + good quality products 598 
Thank you very much for your participation! 599 
 600 
The company‟s name and participant‟s name will stay anonymous in our research. 601 
Participant information 602 
Manager 3 603 
Gender: Male 604 
Department: 605 
Position: General Manager 606 
Others (if any): 607 
                                                  608 
Company information (B) 609 
Type of Industry (for example retail industry, service industry etc): 610 
Electric heater manufacture company (manufacturing industry) 611 
Number of employees: about 700 to 1000(300 formal employees + about 400 to 700 temporary work-612 
ers) 613 
Annual sales: CNY 70-90 million (2008) 614 
Others (if any): located in Shenzhen china, our head office is located in Guangzhou 615 
 616 
Questions: 617 
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What‘s your main responsibility? How many departments in your company and what are they? 618 
What’s the company structure? (Please give an organization chart for sample if it is possible) 619 
Responsibilities: Manage and direct all the departments; Fully responsible for local operation and per-620 
formance; Supervise the implementation of company‟s policies and strategies; Evaluate every man-621 
ager „s performance quarterly; Conduct management review periodically and make action plans to se-622 
cure more effective operations.; Drive the continuous improvement of production efficiency and cost 623 
reduction projects; Frequently Communicate with head office and report to them, convey head of-624 
fice‟s policies and strategies to all the managers or every employees etc. 625 
Departments: Financial & accounting department, Human resource & administration depart-626 
ment ,supply chain department, R&D, IT support department, production department, sales depart-627 
ment. 628 
 629 
Who are the strategic decision makers? 630 
Head office (Guangzhou), me, vice General manager and functional departments managers. 631 
 632 
In your opinion, how the internal and external factors affect the company’s strategic decision 633 
making? 634 
I think the internal factor decide the feasibility of strategy, external factor stimulate company to re-635 
spond to the threat and opportunity. 636 
 637 
Can you please specify how the external factors affect your business from four aspects : Politic, 638 
Economy, Social and Technologic ? 639 
Politic environment has impact on company if the government make some big changes in political 640 
policy. But now the political situation is stable in China, so far political issues did not affect our com-641 
pany.  642 

Economic environment affect all types of company regardless of profit or non profit organization. In 643 
our industry, the market competition is becoming more fiercer, we are facing more challenges than 644 
before. Government economic policy has great impact on our business. Sometimes, we need to 645 
change our company‟s policy  according government‟s policy. 646 

Social environment indirectly affect company‟s development. Government pay a lot of efforts to im-647 
prove the social environment to avoid vicious competition. This can provide company with more 648 
healthy social environment, that is , company can have more fair competition which can greatly help 649 
company grow. 650 

Chinese government encourage companies to develop technological innovation. This will stimulate 651 
companies to pay more efforts to improve their technology. For our company, we also try to develop 652 
new technology & new product to develop new market. Government sometimes provide technologic 653 
support for companies such as providing some training about the latest technology about our industry, 654 
this kind of support often help us to obtain more valuable knowledge to develop our own product and 655 
technology. 656 

How to implement strategy in your company? Do you have any procedures for strategy-making 657 
process? if yes, please give us an example (informal and formal) 658 
If head office made a decision to implement a strategy, they will inform me formally in written, then I 659 
will convey head office‟s decision to the relevant managers formally. Relevant department will im-660 
plement the strategy and feedback information to me, I will feed back to head office. 661 
We also have weekly meeting for managers, if they have any plans, they can propose it during the 662 
meeting. I will make final decision based on my knowledge, experience and suggestion from our 663 
managers or even head office. 664 
Once final decision is done, I will inform relevant departments formally, then they can implement it. 665 
 666 
How do you think the relationship between strategic management and organization's perform-667 
ance? That is, how the strategy management affect company’s performance? 668 
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I think strategic management is crucial for organization performance. The competition is becoming 669 
more and more fierce, we need to have the strategic management to make sure we can have appropri-670 
ate measures to respond to the fast-changing environment. As I know, some companies may think 671 
strategic management will hamper company‟s flexibility, but in my opinion, strategic management 672 
also can be flexible.  673 
 674 
What are the crucial factors for achieving competitive advantage? What are the crucial factors 675 
for company survival? 676 
Competitive advantage: Corporate reputation, Technology, Product itself, Innovation, Service, Market 677 
strategy on customers and pricing 678 
Company survival: Enterprise image, Products itself, Energy resource, Cost control, Service 679 
 680 
Currently, are there any big troubles the company are facing or have to face in the near future; 681 
are there any solutions for these troubles? Do you have any special measures for these problems? 682 
For example, utilize new accounting system to help to manage financial data. 683 
The consumption volume of electric heater is declining due to many reasons, such as many families in 684 
china have air-conditioner, they do not need electric heater or they already have it ,they do not have to 685 
buy every year. We are trying to develop more new market outside of china. We are also trying to de-686 
velop new products to develop new market. Moreover, we also pay great effort on new technology. 687 
 688 
How your companies do the external analysis and internal analysis? How do you collect data for 689 
analysis, for example, through survey, data base or information from government? 690 
We do our internal analysis based our history performance and internal records etc. About the external 691 
analysis, I will collect information through research, internet, newspaper or government etc. 692 
We have formal procedures for internal analysis, but I cannot talk more about that, because it is re-693 
lated our business secrets. We will base on the procedure to the internal analysis, but it is more than 694 
that, it is also related to management‟s knowledge & experience. About the external analysis, we do 695 
not have formal procedures, because every department has its own methods. 696 
 697 
How the company handle the disagreement between management about implementing a new 698 
strategy or terminating the implementation of strategy.(for example, when management came 699 
up with many strategies ,but there is only one can be utilized , will you take a vote to decide it or 700 
do you have any other methods to do it.) please explain 701 
we do not have disagreement with head office. If head office makes a decision to implement a project 702 
or strategy, we just follow head office‟s instruction to implement it. 703 
If I have plans to implement a strategy or project, I will communicate with relevant department‟s 704 
managers or discuss with them during the weekly manager meeting. If department‟s managers have 705 
plans, they also can propose it during the manager meeting; sometimes some department‟s managers 706 
also communicate with me privately when they think their plans are confidential. I will make final de-707 
cision. 708 
But I do not need to make final decision for every strategy; department‟s managers can make the final 709 
decision for some projects or implementation of strategies. I give my authority to departments manag-710 
ers in some cases. Disagreement is not a problem for us. 711 
 712 
What’s your company’s vision and mission? 713 
Vision: 714 
Top brand name of electric heaters in China or Asian markets. 715 
Mission: 716 
Produce new economic type of electric heaters 717 
Cooperation with local governments for favourite electricity pricing policy 718 
Target middle class or upper class customers 719 
Good marketing strategy: good price + good quality products 720 
 721 
Thank you very much for your participation! 722 
 723 
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Interview with Engineering & Management Consultant   724 

Company A (Indonesia) 725 

Participant information 726 
Gender: Male  727 
Department: - 728 
Position: Owner 729 
Others (if any): 730 
 731 
Company information  732 
Type of Industry (for example retail industry, service industry etc): 733 
Engineering and Management consultant (construction industry) 734 
Number of employees: 50-55 employees 735 
Annual sales: Rp.190-200 million (2008) 736 
Others (if any): located in Bandung (West Java), Indonesia 737 
 738 

How long have you been working in this company? What‘s your main responsibility? What’s 739 
your company structure? 740 

I was responsible as commissioner that has duty to manage the company as optimal as possible, to 741 
manage & to develop current resources, to overcome all technical & non technical problems, to open 742 
network & to give maximal services for all client. 743 

Company structures are shown in this graph. 744 

 745 
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 756 

How can you define” strategy”? How to implement strategy in your company? Do you have any 757 
procedures for strategy making process? If yes, please give us an example (informal and formal) 758 

Usually strategy made based on market condition, so we can not too idealistic and we need to follow 759 
it by means of surviving in current condition. The implementation according to employee‟s ability, 760 
thus sometimes it‟s not too maximal. 761 

We have procedure in strategy making process, for its application, usually we discuss in both formal 762 
and informal. In informal, we usually do face to face meeting with person who is responsible or in 763 
charge for specific case, for instance when we face tender or project. On the one hand, formal process 764 
happened when we get some project, and we need formal meeting to strengthen implementation 765 
method according to that project and continuously do formal meeting with client & management team 766 
to evaluate working progress in order to preserve the service that we give to owner.  767 
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Related with company‟s strategy, there is no special strategy, we work according to our area and 768 
qualification for business consultant sector (civil engineering, environment & urban planning, archi-769 
tecture, geology survey, etc). Our clients are government institution and there are some plans to do 770 
expansion and to give service for private institution and personal. But, the important thing is we do 771 
our best & maximal to give better service for our clients, for instance: 772 

 Complete the job according to schedule, with attention to cost factors, quality, and quantity. 773 

 Provide warranty to the client on all services that we provide, such as planning the bridge, we 774 

provide age appropriate warranty plan expected by project owner, if the bridge collapsed and not 775 

in accordance with the plan we will responsible. 776 

 Creating project mailing list for the east of project information  777 

Our qualification is Grade 3, meaning that we can participate in auction with a value of project Rp. 778 
400 million – Rp. 1 billion. Then, this is certificate of businesses that we have: 779 

A. Field / Service Business in Civil Engineering (civil engineering): Advice Services / Pre-Design 780 

and Design Engineering for building, irrigation, transportation. 781 

B. Field / Service Business in Services Inspection & Technical:  Phase-Engineering Services 782 

Construction and Installation Jobs for Civil Engineering Transportation 783 

C. Field / Service Business in urban planning: Environmental Consultancy Services,  Urban Plan-784 

ning Services 785 

D. Field / Service Business in Services Surveys (geology survey): Services Geology, geophysical 786 

and Other Prospects 787 

E. Field / Services Business in Architecture: consultancy services / Pre-Design, Design and Contract 788 

Administration architectural 789 

What’s your company’s vision and mission? 790 

Our vision is to become a reliable national private service consultant, independent for construction or 791 
non construction sector.  792 

Our mission is to create better thing according to specific law & regulation.  793 

The important thing to run this business should be with full heart, willing to learn surrounding envi-794 
ronment in order to fit with our business, don‟t act  for  self interest because all of us are team that can 795 
be success if we work together.   796 

Moreover, the important thing from this business is useful for many people, to give optimal service 797 
for all clients and especially for management to support their life & family 798 

How your company do the external analysis and internal analysis? How do you collect data for 799 
analysis, for example, through survey, data base or information from government? 800 

External analysis can be done by understand the valid regulation as well as analyze the development 801 
of market that recently happen and fast adaptation.  802 

Internal analysis can be done by internal discussion and the sources are based on data collection and 803 
information. 804 

Which analyzing factor those influence to strategic decision making in this company (e.g. gov-805 
ernment regulation, market competition, top management decision, etc)? In your opinion, how 806 
the internal and external factors affect the company’s strategic decision making? 807 

Top management decision. There is enough response for internal factor especially from coordination 808 
meeting between commissioner, director, manager and employee. In this situation, strategic decision 809 
making usually influence by human factor (like/dislike) and egoism that sometime occur in its proc-810 
ess.  811 



 

 
73 

Market condition and tight competition also influence the external factor. The impact of financial cri-812 
sis affects top management policy / decision making that should be changed referring to current con-813 
dition.  814 

Can you please specify how the external factors affect your business from four aspects : Politic, 815 
Economy, Social and Technologic ? 816 
Political :  political situation affect in current policy in the business consulting service (usually if there 817 
is presidential election, it need adjustment from previous policy to new policy). Several policy will 818 
become consideration in making decision.  819 
Economic: economic conditions affect the value of the current market price, proportionate straight, if 820 
the market price is high, it means the cost needed to complete the work of the company is also high. 821 
This means companies must be extra work to get a lot of projects with expected benefits  822 

Social: socio-cultural relation with the project owner's desire and we have to adjust them. In addition, 823 
we also need to know the condition of the field and we must adapt.  824 

Technology: technology that we use must be in accordance with the needs. High technology does not 825 
fully guarantee the work optimally. Human resources is become the key work, especially in the field 826 
of consulting services, because the output of the work is usually the form of consultancy services "of 827 
ideas, detail design,". A broad knowledge and skill is the main capital. 828 

In your opinion, currently, what are the important troubles faced by the company, and how the 829 
company can handle it? Are they using some special method? (E.g. software)? Explain 830 

Competitors are increasing, it is often occur conflict of interest within the user of consultant business, 831 
thus generate unhealthy competition among business consultant. The company handle by develop-832 
ment of qualified human resource; maintain relationship with client and competitor. The problem 833 
about decreasing market can be handled by changing strategy to be more aware in market needs.   834 

Essentially we do not have special methods to solve the problem , we use more intuition. SWOT 835 
analyses are bound to apply .We use SWOT, but not procedural like the original. In our operational, 836 
we still consider all opportunities, threats and other certainly, so indirectly we‟ve already apply 837 
SWOT. 838 

 Who are the strategic decision makers? 839 

Top Management (Director and commissioner) 840 

How do you handle the disagreement between management about strategy decision making? 841 

Strategy decision making 842 

Strategic decision making depends on the situation and condition, for short and long-term strategy de-843 
cisions based on the analysis of costs and benefits. Strategy that we do now reflected to the decision 844 
about resources, company priority, and other steps for further. It also related with how much cost we 845 
should spend to do a project and how much benefit we will get. After that, the owner as a leader gives 846 
strategic decision related to what steps should be done with the involvement of other parties.  847 

In making decision, we consider the cost must be paid and the benefit that we get as our guideline. Of 848 
course, this analysis remains to be done with the goal that has been set. Alternatives that support goal 849 
achievement with the greatest benefit simultaneously with risk can be the most and that we choose. 850 

Some things to keep in mind for better quality of decision making: 851 

Preparation: Instant food and beverage need process so that can be presented quickly, similar with 852 
the decision. Before making a decision, it need well prepared, such as preparation of action plans or 853 
budget. With this plan, and all alternative scenarios that might occur can be explored, so that problem 854 
that may occur can be anticipated and Plan B, Plan C and even can be prepared. Thus, when a condi-855 
tion that occurs less than expected, decision makers can quickly determine quickly what to do (be-856 
cause of this condition, or similar to this have been anticipated earlier). 857 
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Not right or wrong:  In making decision, we choose from several alternatives, do not choose which 858 
one is wrong or right. Thus, there is no decision which is wrong or right. But the decisions we took 859 
maybe not match the results that we expected. So, we need not regret for decision which has been 860 
taken, especially stuck and regret the decision was taken if we take could not provide result that we 861 
expected. 862 

Focus to the future: After taking a decision, whatever the result, we must continue to monitor, and 863 
focus our efforts to make the best of what has been decided. We can also make various adjustments 864 
that result can be directed to achieve common goal.  865 

Involve related parties: In making quick decision, it‟s possible involves people associated with the 866 
decision has been made. We also can get valuable feedback with their involvement. Besides, we can 867 
invite their commitment to support the decision that has been made.  Then, what we can do is asking 868 
other opinions and their proposals. This information can be made on the basis for decision making. 869 

Tools for finding information: quick decision will be more effective if we can use the tool, such as 870 
quantitative and qualitative data. This data is quick, easy and cheap that we can get from the internet 871 
and others from integrated information system network, or statistical agencies. However, before de-872 
termining which data can be used, first, we need determine our goal, after that we find the appropriate 873 
data to assist us in making a decision. 874 

Often we must make decisions quickly without waiting for all the necessary information is collected. 875 
In conditions like this, we can try strategies that have been discussed here: a reference to the princi-876 
ples that have been set, choose to take a decision on the most important issues and select the alterna-877 
tive that provides the biggest benefit and have the risk can be controlled 878 

How do they think the relationship between strategic management and organization's perform-879 
ance? That is, how the strategy management affect company’s performance? 880 

In terms of strategic management in financial, we evaluate the amount of benefit from every project 881 
that we will get. The illustration: From such 1 project implementation (6 months), we estimated that 882 
we will have benefit as much as Rp. 200 million with the capital to be issued is Rp.900 million. Then, 883 
we compared it with the bank interest that we will get for 6 months project. If the benefits is greater 884 
that bank interest that we will get for 6 months, then we take the project, however, if it less than or 885 
equal to the interest rate banks, we find another project. Commissioners and directors are people who 886 
hold a full decision to take / reject the project. 887 

Changes in company‟s performance: company‟s performance is relatively stable because of using 888 
strategic management, however, the demands of this era where more and more competitors and the 889 
rapid development of information systems and technology, it is necessary to do some adjustments 890 
such as the requirement of certification experts. So we need to certify our experts which we have un-891 
der institutions that recognized by the government. Moreover, technology changing rapidly and now 892 
most of the auction process is using online systems application, etc. 893 

We certainly have change in service product. It was because the impact of changing period from 894 
1990s - 2000s and it will automatically change of market demand. The illustration, we get project for 895 
road project planning / technical suggestions in 1990s. At that time, we only give service accordance 896 
to that period because the growth rate of the user different from now, so that the resulting product 897 
does not as complex as now days.  898 

Do you have expanded to other industry or business which is different with your current one? 899 

So far, the company is still focus in the field of consultancy 900 

What are the crucial factors for company survival? 901 

Consistent with company‟s vision and mission and supporting from all employees, because top man-902 
agement responsible for the life of employees and they are open with the existing condition without 903 
covering anything. Things like this that might be rare in other company. Then, we need to see the 904 
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market demand in order for development strategy. Other factor can also come from bank loan which 905 
will help us survive. 906 

In consulting services business, the main activity is to provide services, the company must provide the 907 
maximum service to all clients in order to survive and develop. In addition, it must be supported op-908 
timal with the existing resources. 909 

Interview with Engineering & Management Consultant  910 

Company A (Indonesia) 911 

Participant information 912 
Gender: Male 913 
Department:  914 
Position: Engineering Manager 915 
Others (if any): 916 
 917 
Company information  918 
Type of Industry (for example retail industry, service industry etc): 919 
Engineering and Management consultant (construction industry) 920 
Number of employees: 50-55 employees 921 
Annual sales: Rp.190-200 million (2008) 922 
Others (if any): located in Bandung (West Java), Indonesia 923 
 924 
How long have you been working in this company? What‘s your main responsibility? What’s 925 
your company structure? 926 

I have worked for 12 years and responsible as Engineering Manager 927 
 928 
How can you define” strategy”? How to implement strategy in your company? Do you have any 929 
procedures for strategy making process? If yes, please give us an example (informal and formal) 930 

Strategy is a way to pursue company‟s objective in order to exist and develop. Then, it submitted to 931 
people who are responsible for monitoring & implementing the development. It‟s simple procedure, 932 
the strategy will discuss in top management (owner)  933 

What’s your company’s vision and mission? 934 

Our vision is to become a reliable national private service consultant, independent for construction or 935 
non construction sector.  936 

Our mission is to create better thing according to specific law & regulation.  937 

How your company do the external analysis and internal analysis? How do you collect data for 938 
analysis, for example, through survey, data base or information from government? 939 

I do not see this. 940 

Which analyzing factor those influence to strategic decision making in this company (e.g. gov-941 
ernment regulation, market competition, top management decision, etc)? In your opinion, how 942 
the internal and external factors affect the company’s strategic decision making? 943 

Top Management decision.  944 
Input from internal are response enough here, especially in the coordination meetings, external factors 945 
also affect market conditions and particularly strict competition. 946 
 947 
Can you please specify how the external factors affect your business from four aspects : Politic, 948 
Economy, Social and Technologic ? 949 
Political :  political situation affect in current policy in the business consulting service. If its stable, the 950 
company can adjust the decision making and getting more project.  951 
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Economic: We‟re not only focus on our profit but also the employee welfare. Global economic crisis 952 
made us  control our budget and not easily laid off the workers. 953 
Social: Our company have value and norm of this company affect the organizational behavior. Tech-954 
nology: We  were not aware of high technology in this consulting business. We‟re just using computer 955 
software which  is related with design (architecture or civil construction).  956 

In your opinion, currently, what are the important troubles faced by the company, and how the 957 
company can handle it? Are they using some special method? (E.g. software)? Explain 958 

Competitor are increasing & decreasing market for the business. 959 

Who are the strategic decision makers? 960 

Top Management 961 

How do you handle the disagreement between management about strategy decision making? 962 

During this time, in my point of view top management decision is good, so we have to announce to 963 
our subordinate the purpose of its decision by means of reducing internal conflict. On the other hand, 964 
if disagreement occurs in decision making, director / commissioners (top management) will conduct 965 
meeting with all party which related with its problem to get “win-win” solution and to minimize the 966 
risk fault.  967 

How do they think the relationship between strategic management and organization's perform-968 
ance? That is, how the strategy management affect company’s performance? 969 

In this company, management strategy is come from Top Management, even though it changed, the 970 
performance of the organization made is still remaining the same. A good management will also pro-971 
duce better output. I have not seen significant change in this company that may have been change the 972 
management strategy.   973 

Do you have expanded to other industry or business which is different with your current one? 974 

No, So far, the company is still focus in construction.  975 

What are the crucial factors for company survival? 976 

Consequent on vision and mission of the company and support from all employees, because the open-977 
ness of company condition and responsible feeling from Top management about employees life. 978 
Things like this that may not be found in other companies.  979 
 980 

Interview with Civil Construction Company B (Indonesia) 981 

Participant information 982 
Gender: Male 983 
Department: - 984 
Position: Branch Manager 985 
Others (if any): 986 
 987 
Company information  988 
Type of Industry (for example retail industry, service industry etc): Civil Construction (construction 989 
industry) 990 
Number of employees: 70 - 75 employees 991 
Annual sales: Rp. 9 - 10 billion (2008) 992 
Others (if any): located in Bandung (West Java), Indonesia 993 

 994 

How long have you been working in this company? What‘s your main responsibility? What’s 995 
your company structure? 996 
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I have been working for  12 year and responsible for developing business services in manufacturing 997 
engineering / construction industry equipment, structural & functional.  998 

The organizational structure:  999 

 1000 

 1001 

 1002 

 1003 

 1004 

 1005 

 1006 

 1007 

How can you define” strategy”? How to implement strategy in your company? Do you have any 1008 
procedures for strategy making process? If yes, please give us an example (informal and formal) 1009 

Strategy is a strategy to obtain optimal results and its implementation should aware of existing devel-1010 
opment by analysing external & internal factors 1011 

What’s your company’s vision and mission? 1012 

Vision: 1013 

National consulting service which main focus on development field for water infrastructure, transpor-1014 
tation, regional development, construction industry in Indonesia, and also partner consultant at re-1015 
gional level.  1016 

Mission: 1017 

 Exploit the growth of the company through acquisition sales in a specific market segment for the 1018 

company, and the ability to create profit growth 1019 

 Improved welfare and increased employee benefit for all stakeholders 1020 

 Development of National Human Resources professionals, which in turn can participate in the 1021 

dignity of the professionalism of national experts 1022 

 Able to participate as a Consulting Services company in the development of large-scale infra-1023 

structure in the country, and able to be trusted as other partner company Consulting International, 1024 

in the framework of infrastructure development in Southeast Asia 1025 

 In its capacity as a consultant, we had role as a locomotive for the efficiency of government  in-1026 

vestment in the form of infrastructure development with specific expertise PTIK, so achieving 1027 

productive climate for Construction Industry in the country 1028 

 Consecutive build and develop the company's Consulting Services in order to participate in sup-1029 

porting the development, participated in improving employment opportunities, and provides Ser-1030 

vices Expertise 1031 

How your company do the external analysis and internal analysis? How do you collect data for 1032 
analysis, for example, through survey, data base or information from government? 1033 

We use data and government information. 1034 

Internal Analysis: discussions with shareholders associated with the issue of its employees 1035 

External Analysis: we have to know the government regulation that apply for each project  1036 
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Which analyzing factor those influence to strategic decision making in this company (e.g. gov-1037 
ernment regulation, market competition, top management decision, etc)? In your opinion, how 1038 
the internal and external factors affect the company’s strategic decision making? 1039 

We also consider external & internal factors for operational company. 1040 

Internal factors: financial, government regulation and internal community development are dominant 1041 
factors in strategic decision making.  1042 

External factor depend on the decision context  1043 

Can you please specify how the external factors affect your business from four aspects : Politic, 1044 
Economy, Social and Technologic ? 1045 
Political :  Politic situation will affect how we do analysis every project that we will take. If the politi-1046 
cal condition is not stable, we will not take project with high risk.  1047 
Economic: Economic condition affect the company‟s policy when making decision. Unstable market 1048 
price make us need to adjust the price according to their needs, even we have to control the budget  1049 

Social: In our industry, social factor related with building relationship with our competitor. We try to 1050 
find lots of network and information related with our field.  1051 

Technology: Technology development is important for the growth of this business. However, since 1052 
we are not high tech company, we just use computer system to support daily operation, and we use 1053 
more civil tools for construction project. 1054 

In your opinion, currently, what are the important troubles faced by the company, and how the 1055 
company can handle it? Are they using some special method? (E.g. software)? Explain 1056 

No, we do not use special method. The decision relies on company‟s leader in every branch in Indo-1057 
nesia.                      1058 

Who are the strategic decision makers? 1059 

At every level, there are structural responsibilities of decision makers in accordance with the propor-1060 
tion. The highest responsibility is in director  1061 

There are tiered distribution meeting:  1062 

Distribution of B  Board of Directors until Management  1063 

Distribution of D  Board of Directors until Section Head 1064 

How do you handle the disagreement between management about strategy decision making? 1065 

There is always a problem but so far can be overcome with a sensible approach that is deeply against 1066 
the root of the problems that we have. We also do intensive approach to the conduct of the individuals 1067 
/ groups involved and try to find the way out. 1068 

Business consulting services will continue to grow because the government / non government cannot 1069 
stand on its own without external assistance 1070 

How do they think the relationship between strategic management and organization's perform-1071 
ance? That is, how the strategy management affect company’s performance? 1072 

The performance of the company will be helped by the business strategy / management that is de-1073 
fined. Clearly, companies with good management operations will be better also 1074 

Do you have expanded to other industry or business which is different with your current one? 1075 

This company is already doing quite a lot expansion in many areas of both engineering and manage-1076 
ment, but essentially we will remain consistent in the consulting world. 1077 

What are the crucial factors for company survival? 1078 
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Strategy, efficiency & innovation and motivation of the work developed in the system 1079 

Interview with Civil Construction Company B (Indonesia) 1080 

Participant information 1081 
Gender: Female 1082 
Department: - 1083 
Position: Manager of Structural Engineer 1084 
Others (if any): 1085 
 1086 
Company information  1087 
Type of Industry (for example retail industry, service industry etc): Civil Construction (construction 1088 
industry) 1089 
Number of employees: 70 - 75 employees 1090 
Annual sales: Rp. 9 - 10 billion (2008) 1091 
Others (if any): located in Bandung (West Java), Indonesia 1092 
 1093 

How long have you been working in this company? What‘s your main responsibility? What’s 1094 
your company structure? 1095 

Working almost 14 years, as Manager of Structural Engineer 1096 
 1097 

How can you define” strategy”? How to implement strategy in your company? Do you have any 1098 
procedures for strategy making process? If yes, please give us an example (informal and formal) 1099 

Usually strategy made based on market condition, so we can not too idealistic and we need to follow 1100 
it by means of surviving in current condition. The implementation according to employee‟s ability, 1101 
thus sometimes it‟s not too maximal. 1102 

What’s your company’s vision and mission? 1103 

Vision: 1104 

National consulting service which main focus on development field for water infrastructure, transpor-1105 
tation, regional development, construction industry in Indonesia, and also partner consultant at re-1106 
gional level.  1107 

Mission: 1108 

 Exploit the growth of the company through acquisition sales in a specific market segment for the 1109 

company, and the ability to create profit growth 1110 

 Improved welfare and increased employee benefit for all stakeholders 1111 

 Development of National Human Resources professionals, which in turn can participate in the 1112 

dignity of the professionalism of national experts 1113 

 Able to participate as a Consulting Services company in the development of large-scale infra-1114 

structure in the country, and able to be trusted as other partner company Consulting International, 1115 

in the framework of infrastructure development in Southeast Asia 1116 

 In its capacity as a consultant, we had role as a locomotive for the efficiency of government  in-1117 

vestment in the form of infrastructure development with specific expertise PTIK, so achieving 1118 

productive climate for Construction Industry in the country 1119 

 Consecutive build and develop the company's Consulting Services in order to participate in sup-1120 

porting the development, participated in improving employment opportunities, and provides Ser-1121 

vices Expertise.  1122 

How your company do the external analysis and internal analysis? How do you collect data for 1123 
analysis, for example, through survey, data base or information from government? 1124 
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Analysis based on the collection of data and information only. 1125 
 1126 

Which analyzing factor those influence to strategic decision making in this company (e.g. gov-1127 
ernment regulation, market competition, top management decision, etc)? In your opinion, how 1128 
the internal and external factors affect the company’s strategic decision making? 1129 

Market condition and tight competition also influence the external factor. The impact of financial cri-1130 
sis affects top management policy / decision making that should be changed referring to current con-1131 
dition.  1132 

Can you please specify how the external factors affect your business from four aspects : Politic, 1133 
Economy, Social and Technologic ? 1134 
Political :  Politic situation will affect on top management decision.  1135 
 1136 
Economic: Economic condition will affect on budgeting plan, if there is unstable economic condition, 1137 
it will impact on the material price that we will use for some project. Thus, we impact on the success-1138 
ful of the project as well as its quality. 1139 

Social: Social and building relationship with our partners, project owner and other actor within this 1140 
construction industry play important role for growth of business. It also support by strong relationship 1141 
and teamwork within employee in our company.  1142 

Technology: new technology related with new application of technical process in construction indus-1143 
try is important. Thus, we can renew our techniques to make our job faster. We also send our em-1144 
ployee for training .. 1145 

In your opinion, currently, what are the important troubles faced by the company, and how the 1146 
company can handle it? Are they using some special method? (E.g. software)? Explain 1147 

Declining market and the problem solved with the change strategy that is more sensitive to the needs 1148 
of the market only 1149 

 Who are the strategic decision makers? 1150 

Top Management (Director ) 1151 

How do you handle the disagreement between management about strategy decision making? 1152 

We will handle it, if we can solve it. If not, we can take further step to minimize the error. The com-1153 
pany can cope this situation by asking help other division to minimize the risk of error together. 1154 
 1155 
How do they think the relationship between strategic management and organization's perform-1156 
ance? That is, how the strategy management affect company’s performance? 1157 

More or less, strategy management affect company‟s performance, so certain changes also occurred 1158 
slightly, although not globally.  1159 
 1160 
Do you have expanded to other industry or business which is different with your current one? 1161 

No, so far, the company is still focus in construction.  1162 

What are the crucial factors for company survival? 1163 

We must read the market needs, and not ashamed to change strategy in order to survive in the long 1164 
run. Other factors do not have a loan from the Bank will make us survive.   1165 


