
 

 

 

International Journal of Economics and Business Administration 

Volume VII, Issue 4, 2019 

pp.  68-83 

 

 

Strategic Decision Process in SME’s Context:  A New 

Perspective Using Indigenous, Institution, Firm, and 

Environment Characteristics   
Submitted 18/06/19, 1st revision 23/07/19, 2nd revision 15/10/19, accepted 01/11/19 

 

Jean Richard Jokhu1,2, Rofikoh Rokhim1, Riani Rachmawati1,  

Mohammad Hamsal3  
Abstract:  

 

Purpose: This paper aimed to contribute to fill the gap of the strategic decision-making 

process framework in the context of an SME. Not only adds a new perspective in the strategic 

decision-making process framework, but also suggests new perspectives of firms, 

environment, institutions and indigenous characteristics as the new approach that magnifies 

strategic decision-making’s models with respect to SMEs’ scale. 
Design/methodology/approach: The purposive sampling method has been used in this study. 

First, we used the CEO as the respondent to fulfilll decision involvement criteria. Second, the 

samples were selected based on the criterion that the last project of this SME has finished in 

the last 3 years. Then we choose a project bidding decision from construction SMEs to 

minimize decision bias. Finally, from 4253 SMEs listed in Papua, we finished with 350 

respondents. The study had collected 156 SME's project decisions. 

Findings: The Heuristic decision, that previously neglected because of information bias and 

short decision process, deemed to be the most profound dimension in strategic decision 

making and demonstrated significant results toward SMEs’ project performance. All 

variables, exclude institution, shows good and significant results. The research uses project 

decision in the construction industry as the main unit analysis.   
Practical implications: Exploring strategic decision-making theory in the SME context could 

convince SME’s CEO to evaluate its external factors before taking a project, processing all 

the information needed toward its project performance. 
Originality/value: This heuristic measurement scale is the first valid and reliable tool, based 

on several previous researches (Busenitz and Barney, 1997; Artinger et al., 2015), that could 

identify and measure the heuristic process in a strategic decision process. 
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1. Introduction 

 

The context of strategic decision-making has been a popular topic in strategic 

process in strategic management literature (Elbanna, Benedetto & Gherib, 2015; 

Shepherd & Rudd, 2014). Over the years, several researchers have conducted multi-

perspective research regarding this subject, whether for an internal context such as 

firm resources, top management teams or for an external context, i.e., environment 

(Papadakis et al., 1998; Wiklund & Shepherd, 2005). Prior research states that the 

external characteristic is based on the environment context (Dess & Beard, 1984; 

Fredrickson & Iaquinto, 1989; Dean & Sharfman, 1996; Luo, 2005; Souitaris & 

Maestro, 2010). However, many researchers still have not arrived at any consensus 

concerning the strategic decision-making context and decision process which 

actually affects decision-making. 

 

Furthermore, prior research ascertained that decision-making in small medium 

enterprises (SME) differs from the big firms, and the most common determinants 

used are always the same, such as the top management team (TMT), environment, 

and firm resources (Liberman-Yaconi, Hooper & Hutchings, 2010; Shepherd & 

Sharfman, 2011). As the literature on strategic decision-making keeps developing, 

this research offers another perspective of decision-making process that result on 

better economic performance of a firm when determined by uncertain environment 

characteristics, firm characteristics, indigenous characteristics and institutional 

characteristics.     

 

To explore the argument above, we designed a study which combines four factors to 

explain different approaches that influence strategic decision-making in SMEs 

(Boubakri et al., 2013; Jarkas, Mubarak & Kadri, 2014; Lin et al., 2015). First 

perspective is to answer the relationship of this perspective indigenous people who 

create a different outcome in strategic decision-making. Second, identified how the 

relationship of the government and SME witherd strategic decision-making process. 

These two characteristics provide a new approach as a determinant of the strategic 

decision-making. Third, we incorporated environment as the supporting element of 

the strategic decision-making process that need to explore more especially in the 

SME. Fourth, we provide new perspective in firm characteristics that considers the 

role of firm context i.e., in SME decision process (Elbanna, Dibenedetto and Gherib, 

2015).  The perspectives concerning the environment and firm characteristics are 

commonly considered by research on SDMP (Elbanna, 2018; Elbanna & Said, 2007; 

Papadakis, 2006). However, such research has always employed manufacturers or 

big firms in order to describe decision-making. Furthermore, this research also 

focused on strategic decision-making process effect on firm project performance.  

 

This study aimed to measure the extent of these factors, firm, environment, 

indigenous and  institution characteristics, contribute to the strategic decision-

making process in SME project performance (Liberman-Yaconi et al., 2010). 

Therefore, the study tries to calculate the effect of decision factors on strategic 
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decision making process in project performance using structural equation modelling 

(SEM).  

 

2. Literature Review 

 

2.1 Strategic Decision Making in SMEs 

 

Strategic decision making was defined as a phase that involves making important 

decisions for a firm’s survival (Eisenhardt & Bourgeois, 1988; Elbanna, 2018; 

Reggers et al., 2016; Schwenk, 1995). Schwenk (1985 and 1995) explained two 

kinds of decision-making dimensions: rationality and bounded rationality. Both are 

the decision process that mostly apparent in individual decision making differentiate 

by accumulation of information in the decision process (Epstein, 1995; Artinger et 

al., 2015). 

 

First, for rationality, decision-making employs comprehensive and systematic data 

processing to arrive at a decision (Papadakis et al., 1998; Rajagopalan et al., 1993). 

On the other hand, for bounded rationality, the outcomes of decision-making result 

from incomplete information. Hence, it is concerned with a decision maker’s 

satisfaction while processing an incomplete information (Basel & Brühl, 2013; 

Krabuanrat & Phelps, 1998; Schwenk, 1985). Bounded rationality, which occurs 

commonly during decision-making, is a heuristic process (Guercini, La Rocca, 

Runfola & Snehota, 2015; Liberman-Yaconi et al., 2010). A heuristic process is a 

manifestation of decision-making that is based on the collection of incomplete 

information and overconfidence regarding that particular decision-making (Åstebro 

& Elhedhli, 2006; Busenitz & Barney, 1994; Gigerenzer & Gaissmaier, 2010; 

Weathers, Sharma & Niedrich, 2005). Although these two decision-making aspects 

are opposite to each other, both of them, i.e., rationality and bounded rationality, can 

overlap or even combine with one another (Mintzberg, 1973; Mintzberg, 

Raisinghani & Theoret, 1976). Similarly, Liberman-Yaconi et al. (2010) explain that 

heuristic and rational decision-making are entangled with each other. Therefore, 

these should be employed to better explain the strategic decision-making of small 

firms. Hence, in the context of this study, rationality and heuristic decision-making 

were used as a dimension to better explain the same.  

 

Deligianni et al. (2015) also finds strategic decision making into rationality and 

bounded rationality. Although the argument stated that rationality is the most 

dominant factors for strategic decision. The argument is investing resource, time and 

effort to complete the information when making a strategic decision does not “create 

waste” but is a useful activity. Therefore, by having a rational process firm can also 

increase control of firm performance because it ensures that project taken will be 

managed based on the information gathered. Brouthers et al. (1998) and Artinger et 

al. (2015) find strategic decision in small firms dominated by the simple decision-

making process. They argued that as the firms getting bigger the process of decision 

making will be much more complex, therefore small firms posit simple but the 
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analytical decision-making process. This entanglement provides fertile ground on 

which rational and heuristics can flower, in order to cover incomplete information in 

an uncertain environment.  

 

2.2 Project Performance 

 

In the context of this study, firm performance is projected by project performance, 

which defined by Elbanna (2013) as an economic outcome derived from decision-

making. Strategic decision-making has been identified to facilitate environmental 

and firms’ characteristics towards better decision-making (Rajagolapan et al., 1993). 

In relation to this study on bidding, decision makers should conduct their analysis 

based on the current information available on the environment and the firms’ 

conditions pertaining to decision-making. In order to find the best suited project for 

such firms, still related to the project’s bidding, setting high prices will result in 

losing the competition, whereas setting low prices will result in a reduction of the 

project’s quality due to the interception of cost minimisation (Ashmos, Duchon & 

McDaniel, 1998; Hughes, Tippett & Thomas, 2004; Trigunarsyah, 2004). 

 

In the context of construction, Ahmad (1988) corroborates that proper use of rational 

and heuristic decision-making benefit decision construction in the bidding process 

by simplifying project bidding decision with available information and experience, 

the firm can easily posit its position in bidding competition and securing its project 

in case of limited bidding time. The construction firms will take a job based on their 

capacity, hence their project will be manageable and increase their project 

performance before overdue.  Both rational and heuristic can increase firm 

processing options toward available project. Therefore, having a pathway of 

processing increase firm bidding process capability through the entanglement of the 

strategic decision-making process (Liberman-Yaconi et al., 2010; Artinger et al., 

2015). Therefore, the following hypothesis has been developed: 

 

H1: Strategic decision-making will share a positive relationship with the project 

performance. 

 

2.3 Firm Characteristics 

 

According to Barney (1990), a firm’s resources reflect on its strategic options. 

Rajagolapan (1990) and Shepherd (2014) explain the way in which important firms 

condition themselves towards decision-making. Firms with better resources generate 

better performances in terms of decision-making and information gathering. This is 

because for small firms, comprehensive information becomes a luxury that they 

cannot afford (Brouthers et al., 1998; Busenitz & Barney, 1994). Brouther and 

Brouther (1998) explained that at the SME level, a firm’s structure has an impact on 

its decision-making. The more centralised the firm, the faster the decision-making 

occurs. Furthermore, bigger firms deal with more complex current political 

behaviour, while small companies tend to focus on the CEO’s interests and 
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confidence on processing a piece of information (Jansen et al., 2011; Palich & 

Bagby, 1995; Stewart et al., 1999). Therefore, the following hypothesis has been 

developed in this regard: 

 

H2: Firm characteristics will account for a significant amount of variance in 

strategic decision-making. 

 

2.4 Environment Characteristics 

 

They constitute the condition or situation in which a decision is taken (Ashraf, 

Hassan, Ghafoor & Aslam, 2015; Dess & Beard, 1984; Elbanna, 2015; Elbanna & 

Child, 2007; Papadakis, 1998). Elbanna (2015) explained the important factor of the 

environment with respect to decision-making, while several studies have established 

the important factors of the same (Aravopoulou, 2018; Garvin, 2009; Gigerenzer & 

Marewski, 2015; Papadakis, 2006; Price & Newson, 2003). The previous studies 

argue that the condition of the environment prolongs a firm’s capability to set the 

best price with regard to a project decision (Bageis & Fortune, 2009; Oo, Lo & Lim, 

2012). For instance, low competition results in less price flexibility, because fewer 

companies bid against the price set by a particular company. On the other hand, high 

competition will reduce a firm’s chance to generate higher profits. As explained by 

Oo, Lo & Lim (2012), better environment characteristics provide abundant resources 

and human capital, while a hostile environment reduces strategic decision options 

for construction SME. Furthermore, fluctuation of material prices causes 

inflexibility in the bidding prices. Based on this argument, the following hypothesis 

has been developed: 

 

H3: Environment characteristics will account for a significant amount of variance in 

strategic decision-making. 

 

2.5 Ιndigenous Characteristics 

 

These are defined by Warokka (2014) as the degree to which local people perceive 

their local culture as beliefs that should be applied in their daily lives. In this study, 

indigenous people are people who lived in, their land through time, from the past to 

the present (Béteille, 1998; Lin et al., 2015; Rante & Warokka, 2012). These people 

tend to obstruct the changes brought in by new people. As in the case of Indonesia, 

many of them demonstrate negative behaviour towards changes, under the influence 

of their tribes (Rante, 2010). Similarly, Lin et al., (2015) in their project-based 

research, asserted that the role of indigenous people in government projects can 

influence the project performance. The urgency of for reconciliation between the 

government and indigenous people increases their understanding of project benefits. 

The presence of indigenous people suggests their influence in strategic decision-

making. The more indigenous people regard their own cultural values, the higher 

their propensity to clash against undergoing projects (Heard et al., 2017; Lindsay, 
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2005). Thus, this study views indigenous people as the new perspective on shaping 

strategic decision-making. Based on this argument, we formulate this hypothesis: 

 

H4: Indigenous people will account for a significant amount of variance in strategic 

decision-making. 

 

2.6 Institutional Characteristics 

 

These characteristics are defined as the rules or regulations set in order to control 

people or the way organisations interact with one another (Doran & Ryan, 2012; 

Farashahi & Hafsi, 2009; Moser et al., 2014; Peng, 2002). Governments have 

proven to influence a firm’s strategic decisions (Huang, 2009). Similarly, Ling and 

Li (2012) as well as Farashahi and Hafsi (2009) asserted that the relationship with 

the government prolongs a firm’s strategic decision option. Doran and Ryan (2012) 

stated that the influence of regulation on implementing a limitation of  firms results 

in the development of long strategic decisions that are processed because the 

construction firm needed to adapt to a new rule, collect new information, and take a 

decision based on this new regulation. Elbanna and Child (2007) explained the effect 

of a new regulation that creates new attributes or factors that can limit the process of 

strategic decision-making. This argument leads to the following hypothesis: 

 

H5: Indigenous people will account for a significant amount of variance in strategic 

decision-making. 

 

3. Research Methodology  

 

The sampling method used in this research was purposive sampling for all small 

medium construction firms with less than 500 employees, total asset no more than 

10 billion rupiah, collected from the construction sector  specialazing  in bridge and 

road construction projects, a total population of 3.957 companies of which 156 

participated in the survey. The response rate is high considering the nature of the 

construction firm’s location which is unreachable and the fact that CEOs or 

company owners never supervised construction project directly. Compare to 

previous researches, 145 this number of participants considered to be high.  

 

The research considers project decision as its unit analysis. The CEOs were asked to 

name the recent finished project within the last 5 years. Based on Papadakis (2002) 

to minimise distortion and memory failure, we asked CEOs for the last 2 – 3-year 

project decisions. Before the pre-test conducted in December 2017, the question had 

through face validity with several experts, academics, and several construction firm 

CEOs. This is for ensuring all indicators in this research applicable for construction 

firms’ context. A total of 30 constructions SMEs was collected for the pre-test. After 

that, the real test was distributed by The Civil Ministry Officer to construction SME 

CEOs directly, while the CEOs of construction firms waiting for construction 
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business licence extension and registering their project bidding in province civil 

ministry department.  

 

This study used a convenience sampling, in conjunction with the questionnaire 

responses collected by the local association and local government staff, for all 

construction companies that wanted to extend their construction certification in 

Papua. Data was collected from March until September 2017. By this time, the 

researchers had gathered 211 responses among the 300 questionnaires distributed in 

the area. From all the responses, only 156 were valid, with a response rate of 52%, 

wherein 95% of the responses received are from a construction firm in Papua. 

 

For the firm size category, about 13% of them were SMEs with their total assets 

worth less than 200 million. Moreover, 28% was from SMEs with total asset worth 

between Rp. 201–350 million, 12% from SMEs with assets worth between Rp. 351–

500 million, 29% from SMEs with assets worth between Rp. 501 million to 2 

billion, and 12% from SMEs with assets worth above Rp. 2 billion. Almost all of the 

156 construction companies were SME firms, wherein 78% were self-owned SMEs 

and 17% were not self-owned ones. Most of the construction SMEs had considerable 

experience in their respective fields; some were less than 5 years old (27%), 5–10 

years old (52%), and 11–20 years old (15%), while others had more than 20 years of 

experience (2%) in construction. In terms of the demographic category, most of the 

respondents were male (69%) and only 43 respondents were female (27%). The 

average age of the respondents was between 30–40 years. This research 

demonstrates that the project performance was influenced by strategic decision-

making, and most exponential findings state that strategic decision-making in 

construction firms was dominantly affected by heuristic decision-making (standard 

loading factor = 0.99). 

 

This study was based on strategic decision-making framework from Rajagopalan et 

al. (1993). Strategic decisions are the types of decision that have a significant impact 

on a firm’s survival (Eisenhardt & Zbaracki, 1992). Therefore, this study focused on 

SME construction firms’ project bidding decisions, because construction SMEs 

highly depend on a project performance for their survival (Ballesteros-Pérez & 

Skitmore, 2016). Based on previous empirical research’s conclusions, academics 

were prompted to conduct research in developing countries (Arend et al., 2016; 

Åstebro & Elhedhli, 2006; Elbanna & Fadol, 2016; Papadakis, 2006).    

 

The dimension of firm characteristics was measured using three indicators: firm 

structure, resource, and past performance (Elbanna & Child, 2007; Shepherd & 

Rudd, 2014). On the other hand, the dimension environment characteristics were 

derived from the following three indicators: threat, heterogeneity, and complexity 

(Elbanna & Fadol, 2016; Dean & Sharfman, 1996). As for the dimension strategic 

decision-making, we used two dimensions: rationality and heuristic decision-making 

(Liberman-Yaconi et al., 2010). The last dimension was project performance, and 

this research used previous results to assess by using the following factors: time, 



J.R. Jokhu, R. Rokhim, R.Rachmawati, M. Hamsal 

  

75 

 

cost, and schedule regarding the project finished (Arend et al., 2016; Hughes et al., 

2004). All variable measurements are available in Figure 1. 

 

4. Results 

 

Overall, the measurements provided in Table 1 show a satisfactory degree of both 

validity and reliability. Following prior research, we also used the comparative fit 

index (CFI) and the Tucker-Lewis index (TLI), root mean square error of 

approximation (RMSEA) as indicators of absolute fit (Elbanna, 2015; Elbanna & 

Fadol, 2016; Hu & Bentler, 1999). Predominantly, the measurement models 

presented in Figure 1 show an absolute fit, and more importantly, all measurements 

show a satisfactory degree of standardised factor loading, which is higher than the 

recommended value of 0.5 (Hair, Hult & Ringle, 2014). 

 

Table 1. Descriptive scales and construct correlation, average variance extracted, 

and construct reliability 
Variables Me

an 

SD SDMP Firm 

Charact

eristic 

Institutio

n 

Characte

ristic 

Indigeno

us 

Character

istic 

Environme

nt 

Characteris

tic 

SDMP 5.38 0.70 1.00     

Firm 

Characteristic 
4.94 1.19 –.471** 1.00    

Institution 

Characteristic 
4.15 1.77 –0.15 0.08 1.00   

Indigenous 

Characteristic 
4.45 1.39 0.06 0.00 0.00 1.00  

Environment 

Characteristic 
4.96 1.28 0.14 .208** –.245** .454** 1.00 

Average 

Variance 

Extracted 

  0.66 0.50 0.61 0.68 0.66 

Construct 

Reliability 
  0.96 0.91 0.86 0.91 0.91 

Note: **Correlation is significant at the 0.01 level (two-tailed). 

*Correlation is significant at the 0.05 level (two-tailed). 

 

To examine all the variables’ construct validity and reliability, at first, we need to 

reduce the large set of variables using the confirmatory factor, in order to determine 

latent variable scoring for the structural equation analysis (Elbanna et al., 2013; 

Elbanna & Fadol, 2016). There is a requirement for validity and reliability tests 

according to Hair et al. (2014). First, all the variables should have more than 0.5 

loading factor for validity, more than 0.5 construct reliability, and greater than 0.5 

average variance extracted, as depicted in Table 1. Furthermore, Table 1 shows that 

no correlation exceeds the correlation threshold, which is 0.7 (Hair et al., 2014). 

Therefore, all the variables can be included in the subsequent analysis. 
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Figure 1. Results of the SEM analysis 

Note: *significant t value (two tailed); GOFI = RMSEA 0.00; NFI 1.00: TLI 1.00. 

 

At the following stage, this research applied a structural equation model for path 

analysis. A similar analysis was conducted to corroborate the effect of strategic 

decision-making on the project performance on Figure 1. Subsequently, five 

significant relationships were found in Table 2. 

 

Table 2. Summary of hypothesis tests 
Hypothesis Variables β t-

value 

Statistical 

hypothesis 

Research 

hypothesis 

H1 SDMP - >Project 

performance 

0.47 4.98 Significant (+) Accepted 

H2 Firm - > SDMP -

0.65 

-8.36 Significant (–) Accepted 

H3 Environment - > SDMP 0.18 2.41 Significant (+) Accepted 

H4 Institution - > SDMP 0.03 0.46 Not Significant Not Accepted 

H5 Indigenous - > SDMP -

0.16 

-2.17 Significant (–) Accepted 

 

5. Discussion 

 

Overall, the SEM output shows five significant correlations between the latent 

variables. These findings prove that strategic decision-making could improve the 

project performance based on the firm, environment, and indigenous characteristic. 

In addition, several findings prove the worthiness of this research. Context, 

variables, and concept can serve as virtues for a research (Makadok, Burton & 

Barney, 2018), hence the findings, or the novelty, of this research have been stated 

below. 

 

First, this study’s novelty was its research context. This research used SMEs’ 

perspective towards decision-making, especially that of project-based firms. This 

new context provides new perspectives pertaining to the decision-making theory that 
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was previously used by multinational companies for various types of decisions 

(Elbanna, 2018; Elbanna et al., 2013; Elbanna & Fadol, 2016; Papadakis & Barwise, 

2002). This argument is based on the previous journals’ assertion that different 

decision processes were employed in project-based companies (Slatter, 1990). The 

necessity of such decision processes in SMEs has been one of the limitations of the 

previous theory (Patzelt & Shepherd, 2008; Shepherd, Williams & Patzelt, 2015; 

Shepherd & Rudd, 2014). 

 

Second, this study used one decision-making dimension that makes it more specific 

than other studies that utilised various decision types to measure decision-making 

(Aravopoulou et al., 2018; Elbanna & Child, 2007; Shepherd et al., 2015). Ahmad 

(1990) as well as Hughes, Tippet & Thomas (2004) explained the way in which 

important project decisions were essential for a construction company’s survival. 

Therefore, such decision-making can be figuratively used for decisions made at the 

strategic level, as the bare definition of strategic decision-making states that it is a 

type of decision that determines a firm’s survival (Bingham & Eisenhardt, 2014; 

Eisenhardt & Zbaracki, 1992; Elbanna & Fadol, 2016; Shepherd et al., 2015). 

 

Third, the findings suggest that strategic decision-making is shaped by the variables 

identified by all four perspectives. Two hypotheses, supported by Papadakis (1998) 

and Elbanna (2007) findings, suggest that strategic decision-making is influenced by 

variables such as firm and environment characteristics. However, there are some 

incoherence with the previous findings concerning the relationship of firms with 

strategic decision-making. Firm characteristics negatively influence decision-

making, as opposed to the findings of Elbanna (2007; 2016), which support the 

positive relationship between SDMP and firm characteristics. Contrastingly, this 

study shows that better firm conditions will negatively influence strategic decision-

making.  

 

These findings determined owing to the characteristic of construction SME’ SDMP, 

place great emphasis on heuristic decision-making. Based on the assertions of 

Brouthers et al.  (1998) as well as those of Busenitz and Barney (1997), SMEs were 

prone to using heuristic decision-making. Furthermore, Gigerenzer and Marewski 

(2015) explained the way in which small companies have shorter decision-making 

processes compared to those of bigger companies. Schwenk (1980) also explained 

that SMEs possess asymmetrical information. Therefore, such kind of decision-

making is mostly affected by bounded rationality, i.e., heuristic decision-making. 

Moreover, Liberman-Yaconi et al. (2010) support this theory stating that limited 

amount of resources influences a firm’s heuristic decision-making owing to the 

limited amount of information they possess. According to Brouthers et al.  (1998), 

the worse off a firm’s condition is, the more likely it is to use heuristic decision-

making and vice versa. 

 

Fourth, indigenous people prove to serve as a positive influence on a firm’s SDMP. 

This research was conducted in a province, Papua, wherein indigenous people come 
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to extensive contact with the firms. The use of the indigenous characteristic allowed 

the identification of a new perspective that can explain the SDMP process with 

regard to high indigenous influence on a firm’s performance. These results are 

supported by previous theory suggesting that indigenous people negatively influence 

decision-making. According to this research, the higher the indigenous factors, the 

less strategic decision-making occurs (Rante & Warokka, 2012; 2013). As explained 

previously, SME’s strategic decision-making is prone to heuristic decision-making. 

Therefore, it depends on short analysis based on incomplete information (Liberman-

Yaconi et al., 2010; Todd & Gigerenzer, 2001). Heard et al. (2017) explained that 

this important issue regarding SMEs should be resolved to better explain the effect 

of indigenous people on a firm’s decision. The better the information received 

through such resolution, the less likely SDMP with heuristic analysis are to occur. 

 

Fifth, SDMP demonstrates a positive influence on the project performance. 

Similarly, Elbanna (2013) also found that strategic decision-making positively 

influences the project performance in Egypt. The project performance is closely 

related to the decision pertaining to the choice of the project selected. Therefore, 

decision-making is necessary to ensure a firm’s survival in its respective field. 

Construction SMEs should meticulously choose the bidding price, project location, 

and environment conditions to finally decide whether they want to take on a 

government project or not (Bageis & Fortune, 2009; Fayek, 1998; Oo et al., 2012). 

 

Another interesting finding of our research was that no significant relationship 

between the institution characteristic and strategic decision-making was found. This 

finding is not in line with the assertions of Peng et al. (2002) and Farashahi and 

Hafsi (2009), which show significant influence between a firm’s decision and 

government characteristics, along with the firm’s performance. However, according 

to this finding, strategic decision-making is not affected by the institutional 

characteristic. Thus, an institution cannot determine its strategic decision-making 

concerning construction SMEs. 

 

6. Conclusion and Implication 

 

In general, our objective is to elucidate the aforementioned new perspective and 

explore the previous perspective’s contributions pertaining to SDMP. This research 

also proves that SME’s performances are positively influenced by strategic decision-

making. There are several contributions that prove decision-making as a contributor 

of SME’s project performance. 

 

First, this research comprehensively explained the assumption regarding the notion 

that SME’s performances are influenced by the strategic decision-making process. 

SDMP’s in SMEs proves to positively influence the project performance. Our 

findings demonstrate that straightforward decision process of the bidding price, 

project location, and environmental conditions influences the performance of 

construction companies. Therefore, processing a project decision based on their 
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previously completed project is necessary to survive the fast competition in the 

particular field.  

 

Second, this research results are in line regarding environment characteristics with 

prior research. Environment characteristics did have a significant influence on 

SDMP. This is overwhelming finding for an SME’s level of decision process, which 

is the fact that they struggle with the uncertain environment over lack of human 

capital and resources they managed to take the decision to be straightforward and 

confidence when taking a construction project.  The speed decision making process 

indulged by limitation of information in uncertain environment does support by 

Cheng et al. (2019). 

 

Third, it yielded results that are inconsistent with those of previous research 

(Elbanna and Said, 2007), stating that firm’s condition might have a negative 

influence on strategic decision-making. Our research found that the existence of 

heuristic decision-making influences strategic decision-making. Hence, firm 

resource, and firm structure as they represent firm characteristics negatively 

influence strategic decision-making process. The fact that the bigger the company 

the harder decision process is encouraging these findings. The big firms tend to over 

complexify the process (Liberman-Yaconi et al., 2010; Gigrenzer and Marewski, 

2015), therefore it negatively influences simple decision-making process.  

 

Fourth, the findings also highlight that the new perspective sources from indigenous 

characteristics that prove to have a negative influence on a firm’s SDMP. In these 

findings, our research addresses the contribution of indigenous characteristic as the 

new perspective that posits itself as the driver of decision-making. Moreover, the 

findings of our research are in line with Rante and Warokka’s (2013) findings, 

according to which the indigenous context has an influence on a firm’s performance. 

Our findings presented the negative relationship between indigenous characteristics 

and SDMP; this is because the short decision process tends to simplify the project 

executed alongside indigenous people. Hence, when there is a conflict, it influences 

the project’s performance. The higher the influence of indigenous characteristics, the 

better-informed SME become, leading to lesser influence on SDMP along with 

heuristic decision-making. 

 

Lastly, according to our findings, there is no significant relationship between 

institution characteristics and SDMP. This shows that government rules and 

affection cannot influence construction firms’ project decisions. This is an 

overwhelming result for a developing country like Indonesia, where one believes to 

find government as their cushion for any project risk (Farashahi and Hafsi, 2009). 

But we find this result is understandable because the new rule imposing all projects 

will be used online bidding process therefore transparency neglect any government 

influence toward an SME’s project decision. 

  

7. Limitations and Future Research Directions 
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However, our research has certain limitations. First, all the respondents are from 

construction firms. Therefore, they have their own mindset concerning strategic 

decision context. In a future research, use of different decision type or industry 

might provide different perspectives regarding all determinant characteristics. 

Second, our study relies on a single respondent in each firm to complete the 

questionnaires. This method might have some bias in defining firm decision 

processing. For future researcher it is recommended to amplify single respondent by 

using interview to reduce bias in data collection. Third, for future researcher would 

be more accurate to understand causal relationship between strategic decision 

process and project performance using a longitudinal study.  
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