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Abstract 

 
The rapid spread of Covid-19 around the world not only affected the health and safety conditions but also affected 
the economic and business conditions, especially in the SMEs sector, they are struggling and trying to find a way out 
with these circumstances. This study aims to identify and analyze the condition and the next strategy of SMEs. This 
study takes the SMEs in West Java Province, Indonesia as a sample to unveil and analyze the strategy implemented 
by the SMEs, by using qualitative methods by doing in-depth interviews, we collect 76 SMEs in West Java 
Province, Indonesia. The result of our study showed that in crisis conditions, SMEs have three strategies options: 1) 
survival strategy, 2) turnaround strategy, and 3) wait and see market strategy. Other findings and managerial 
implications of this study showed that if the business of SMEs already affected more than 50%, there was a 
tendency to care less about their business, so it is important to be aware of the crisis symptom immediately at the 
organization and the changes in the environment then how to manage it properly. 
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1. Introduction  
2019-NCoV or Covid-19 first appeared in China around Wuhan Province in December 2019 then rapidly spread to 
many other regions, even to other countries. Based on data from worldmeters.info, in total, there were 1,861,672 
cases. The top 5 countries are the USA, with about 532.879 cases, Spain for 166.831 cases, Italy for 156.363 cases, 
France for 132.591 cases, and Germany for 127.854 cases (Data on 13 April 2020). In Indonesia itself, the first 
Covid-19 case appear in March 2020 in Depok West Java area near the capital city, Jakarta, and rapidly increased 
about 9,096 cases on 27 April 2020 with the three highest provinces are Jakarta (3,869 cases), West Java (951 
cases), and East Java (796 cases). 
 
To solve this problem, the Government made several efforts by issuing policies such as the appeal to society and 
regulation. In terms of government regulations, many countries apply lockdown to restrict movement and contact 
between people. As a result of the policy, the activities of industry, society, and Government are minimal. In 
Indonesia, the Government takes the policy called partially lockdown, namely The Large-Scale Social Restriction or 
known as Pembatasan Sosial Berskala Besar (PSBB) in Indonesian, the objective of this policy was to prevent the 
Covid-19 outbreak in certain district areas by restricting the mobility of society (Batubara, 2020). Indonesia's 
economic sector is widely supported by SMEs, based on the data of the Ministry of Cooperatives and Small and 
medium enterprises, said that the contribution of SMEs in 2018 around 60.34% or IDR 8,573,895.3 to GDP, 
therefore the impact of the Covid-19 outbreak in the SMEs sector was very significant (Karunia, 2020). 
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Since the pandemic occurred in Indonesia in March 2020, the economic sector has also gradually been affected, such 
as the buying power of consumers, economic growth, and the real sector. 1,785 Cooperative and 163.713 small 
medium-sized companies were reported in pikiran-rakyat.com affected by the Covid-19 pandemic (Fadila, 2020). 
Information from the Indonesian Ministry of Industry and Trade, which was reported by kompas.com, showed that 
the SMEs sector had been affected and decreased their sales by 50%-70% (Karunia, 2020). The crisis also has 
negative consequences for the SME organization and can lead the organization into bankruptcy (Shrivastava, 1993).  
 
Some ways and strategies can be implemented by the owners or managerial level of SMEs to resolve and survive 
their businesses in this pandemic condition. Considering the rapid spread of the Covid-19 virus among society and 
the huge impact on the SMEs business, then this study about managing a crisis is compulsory needed and study 
about how SMEs manage the crisis is also currently limited and few (Faghfouri et al., 2015). 
 
1.1 Objectives  
This research aims to unveil and analyze how managerial of SMEs perceive this pandemic situation, manage the 
crisis, and their strategy in this outbreak pandemic. 
 
2. Literature Review  
Small Medium-Sized Enterprise (SMEs) Definition  
There is much literature regarding Small Medium-Sized enterprises in Indonesia. The definition used in this paper 
comes from the National Statistics Bureau of Indonesia (SMEs BPS-Statistics Indonesia) and is based on 
government regulation Number 20/2008 about micro, small, and medium-sized enterprises. 
 
National Statistics Bureau of Indonesia defines SMEs based on the number of employees in the organization. For a 
small-sized enterprise, the number of employees is around 5 to 19 persons and for medium-sized enterprises, around 
20 – 99 persons. 
 
According to government regulation Number 20/2008, about micro, small, and medium-sized enterprises, SMEs can 
be categorized into two criteria, first from net assets and second from annual sales. Micro-sized enterprises have net 
assets around IDR 50.000.000 to IDR 500.000.000, this number is excluded land and building, and they have annual 
sales of around IDR 300.000.000 to IDR 2.500.000.000. Medium-sized enterprises have net assets around IDR 
500.000.000 to IDR 10.000.000.000, this number is excluded land and building, and they have annual sales of 
around IDR 2.500.000.000 to IDR 50.000.000.000. 
 
Crisis Management at SMEs 
In the complex business supply chain, SMEs may not directly interact with the producers or big distributors. In 
many cases, SMEs may get their supplies from 2nd, 3rd tiers suppliers (Hong et al., 2012). This condition happens 
because of several reasons such as capital limitations, weak market position, weak bargain power to suppliers, and 
resource limitation (Herbane, 2013; Hong et al., 2012). 
 
Nowadays, the external environment very unpredictable and have a massive impact on business, technology 
development, political change, government regulation, and social environment are several factors that can influence 
organizations (Kotler & Armstrong, 2018). If the SMEs, especially top management not aware and well-prepared 
about managing the environmental change from the external environment, then they might be entering into a crisis 
phase in their organization and If this problem did not handle immediately their business may no longer exist (Hong 
et al., 2012; James Cater III & Beal, 2014). 
 
Crisis management can be defined as a systematic mechanism that assisted by both internal and external 
stakeholders to identify crisis signals, to avoid and prepare for potential harm, as well as recover and learn from the 
crisis for both positive and negative impacts (Pearson & Clair, 1998). Many SMEs lack of standard and 
comprehensive management plan if they face a crisis (Perry, 2001), therefore the management team able to handle 
the crisis are important, specifically in term of professionalism and crisis readiness in the organization (Faghfouri et 
al., 2015).  
 
Studies about crisis management have been conducted by using the case study approach such as the study that has 
been conducted by Leppäaho et al. (2016) which studied family businesses and showed that family businesses also 
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faced complexity in managing their challenges such as internalization, succession, management family business, and 
socio-economic. 
 
In general, the crisis management phases develop by Hong et al. (2012), have been used by Henschel & Boers 
(2019) to study the complexity of crisis management in SMEs by using the content analysis and in-depth interview 
approach, the result showed that the attitude of the managerial boards towards formal crisis planning and procedure 
plays an essential role in how systematic managing a crisis. Other research, by using the Business Continuity 
Management (BCM) approach conducted by Reuter (2015) showed that many SMEs are operated in the 
uneconomical range and inefficient security level, which means that SMEs are fragile with the crisis or emergency. 
 
In this study, as shown in Figure 1, researchers conduct the general crisis management phase analysis by using the 
model that is developed by Hong et al. (2012) to identify how SMEs react with the crisis condition. There are four 
stages in a general crisis management model and stage 1 is detection, an early warning signal to detect potential 
crisis indicators in organizational contexts. Appropriate communication about these early signals helps organizations 
to assign core personnel, assign appropriate resources, and organize proactive actions. Stage 2 is the occurrence 
stage; at this stage, a crisis start occurs and can be harm organizations. Organizations begin to make appropriate 
responses to minimize the negative impacts of the crisis. Stage 3 is the recovery stage; Organizations need to deploy 
specific procedures or rules to speed up the regular business activities and restart essential functional capabilities. 
Last, stage 4 is the resolution stage, and organizations can monitor and review some relevant crisis management 
activities and see further from the crisis that occurred. 
 
 

 
 

Figure 1. General Crisis Management Phases 

 
Previous Research 
Spillan & Ziemnowicz (2003) found that after the actual crisis occurrence, SMEs start to prefer crisis management 
in an organization, SMEs have little concern about the crisis condition that they have not yet experienced. SMEs 
have focused primarily on reactive protection and recovery assets activities (Keller et al., 2005). 
 
The study of German SMEs found that SMEs with the supervisory board a tremendous amount of family share 
ownership can decrease the formalized crisis procedures in that SMEs (Faghfouri et al., 2015). It means that family 
ownership is becoming an advantageous resource for resolving and managing the crisis condition. Family ownership 
also can offer additional resources to minimize the negative impacts of crisis conditions. The firms also can develop 
a proactive policy or procedure with critical stakeholders in the event of a crisis condition (Henschel & Boers, 
2019). Ownership alone is not enough to handle the crisis condition that happens in an organization. The owner's 
attitude combined with the high risk-taking and high level of autonomy toward the crisis also has a significant 
impact on minimizing and addressing the crisis (Boers & Henschel, 2019). 
 
3. Methods 
To identify and explore the process of how SMEs in West Java react to the actual crisis condition that they are 
facing, we conduct the case study method. In the case of the study method, there is some guidance of research 
questions that should be followed (Yin, 2018), 1) Research questions conduct mostly with HOW and WHY 
questions, the objective is to explore the respondents, 2) Focus specifically on contemporary events. Based on the 
general guidance above, these are the framework of questions to ensure the quality of the qualitative method (Mays 
& Pope, 2020): 

1. Provide guiding principles, the guiding principles should be 1) have contribution for better knowledge or 
understanding about policy, practice, and theory; 2) research design should be defensible; 3) conduct research 

Detection Occurence Recovery Resolution
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with systematic and transparent, start from collection method, data analysis, and interpretation; 4). Credible 
and consistent in delivering findings with reasonable arguments and evidence.  

2. Design appropriate appraisal questions that cover the research objective. 
3. Ensure that appraisal questions that we offer to our respondents are fit with the quality indicators such as 

consistency and far from subjectivity matters of researchers. 
4. Provide additional quality assessment criteria; for specific cases of research, it is better to provide another 

assessment criteria such as to conduct a more in-depth analysis for better understanding and contribution in 
knowledge. 

 
From the explanation above, we design the research question by using a semi-structured interview technique, we 
conduct in-depth interviews with our respondents. These are the respondent criteria that we adopt to conduct this 
study (Hong et al., 2012): 

1. Owners, managers, or directors of SMEs, for manager or director, must have been working there for at least 
4 years. 

2. The SMEs located in West Java Province, already run for more than 5 years and have a minimum of 2 
employees.  

3. Have experience in a crisis condition.  
4. Prospective respondents are available and willing to participate in this study.  

 
Guideline interview questions that we ask are related to their business and how they manage during crisis 
conditions. Businesses are always affected by microenvironment and macroenvironment (Kotler & Armstrong, 
2018). The explanation about the microenvironment and the macroenvironment approach in terms of the decision-
making process in an organization can be seen in Figure 2 which is taken from Hacioglu et al., 2017. 
 
Based on Figure 2, to explore and get the full description information about the crisis condition that SMEs facing, 
we separate our questions into two-big-terms which all questions design to learn how owners or managers create a 
strategic decision in the crisis condition, the first term we ask about internal factors in their SMEs (firm factors, 
entrepreneur factors, cultural factors, management team factors, knowledge factors, and behavioral factors), the 
second term we ask in terms of external factors, such as political, social, cultural, competitors, and technology. The 
data that we provide in this study is taken from 10 March 2020 to 15 April 2020. 
 

 
 

Figure 2. The Strategic Decision-Making Process in Crisis 
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4. Results and Discussion  
Our research was conducted with the qualitative method; therefore, the data that we collected from the interview 
transcript will be elaborate into information that can be analyzed and become a meaningful insight for further 
research. Another reason, because the questions are designed with open questions, so respondents may answer based 
on their experiences and knowledge while they ran the businesses before the pandemic until the pandemic condition 
occurred 
 
4.1 Respondent and Organization Profile 
Due to the pandemic condition at this moment in Indonesia and most of all countries, we conduct an in-depth 
interview via online meeting applications, and we get 76 respondents that meet our respondent criteria. 
 

Table 1. Respondent Gender and Age Range Distribution 
 

Gender Adult Elderly Young Young Adult Grand Total 
Female 2 0 12 16 30 
Male 8 2 19 17 46 
Grand Total 10 2 31 33 76 

 
Based on the data in Table 1, our respondents are mostly in the young and young adult range age category with a 
total contribution of 84% of total respondents and number of male respondents is 61%, and female respondents are 
39%. From business type, we get various types of business with dominant in retail (26%), culinary (22%), services 
(14%), and online business (13%). The detail of the type of business respondents is shown in Table 2. 
 

Table 2. Type of Business 
 

Type of Business Contribution 
Retail 26% 

Culinary 22% 
Services 14% 

Online Business 13% 
Trading 12% 
Fashion 8% 
Others 5% 

 
 

 
 

Figure 3. Total Early-Stage Entrepreneurial Activity (TEA) by Gender and Age, GEM Report-2019 
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Based on the data of respondents and organization profiles in our study, we would like to compare the demographic 
data with other research data as represented in Figure 3. In range age data from GEM report in 2019 showed that 
commonly people doing business activities in 16-64 years old and dominated by male gender rather than female 
(Bosma et al., 2020). For the industry sectors, as shown in Figure 4, west java is the leader for creative industries 
sectors in Indonesia with domination in culinary, fashion, and craft products (Rustiawan, 2017).  
 

 
 

Figure 4. Most Contributor Provinces and Creative Industries Sub-Sector, Bekraf-2017 
  
Based on other data we present in this study, our sample data of respondents can represent the data conducted by 
other organizations that can be trusted in terms of reliability and validity.  
 
After conducting the interviews with our respondents, we try to elaborate the interview transcript into information 
that we can analyze and interpret regarding the pandemic condition that SMEs face and their strategy to handle this 
situation. The detail of the interview report is represented in Table 3. 
 

Table 3. Impact on Sales by Type of Business 
 

Type of 
Business No Impact 

Affected  
< 25% 25%-50% 51%-75% > 75% 

Culinary 13% 7% 25% 31% 25% 
Fashion 17% 17% 0% 33% 33% 
Services 20% 0% 20% 20% 40% 
Online Business 10% 30% 20% 10% 30% 
Retail 20% 0% 20% 15% 45% 
Trading 45% 0% 22% 22% 11% 
Others 0% 34% 33% 0% 33% 
Grand Total 20% 8% 20% 20% 32% 
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At stage 1, our study found that many organizations are unprepared and well-organized with the crisis condition, and 
many of them lack the capabilities to recognize the crisis condition. As a consequence, when the crisis began occurs 
in stage 2, we found that around 80% of our respondents claim that their business was affected because of the 
pandemic Covid-19 condition in Indonesia, and the business that affected more than 50% were fashion (66%), 
services (60%), retail (60%), and culinary (56%).  
 
In stage 2, our respondents said that most of the citizens are more aware and knowledgeable about Covid-19 then 
start to restrict their outdoor activity and calculate their spending, citizen just spend on the basic needs and primary 
needs. This major change of behavior of consumer makes the business struggling to adapt with new behavior of the 
consumer, then mostly, the owners or the managers are late to respond. In stage 2 also find that organizations start to 
be facing internal obstacles such as in the production process, financial aspects, and resources to produce goods. In 
the business, there are four basic approaches that we can implement to make our business can survive and lead 
compare to our competitors (Prahalad & Hamel, 1997): 
 

a. Designing a good process to identify, find, and evaluate an opportunity in the future, 
b. Understanding the competitive environment in the future, 
c. Creating a plan for mobilizing workers and departments for the company's future, 
d. Increasing the strategic decision capacity of a company to overlap the competitors. 

 
To map the needs of the organization that fit with this new situation, there are several strategy options to help the 
organization by using a strategy palette (Reeves et al., 2018). As represented in Figure 5, before SMEs choose the 
right strategy, SMEs should be considered three dimensions of environmental conditions that managers or owners 
consider such as: 
 

a. Predictability aspect – how managers or owners of SMEs forecast the market condition;  
b. Malleability aspect – can managers or owners change the market; 
c. Harshness aspect – how can the managers or owners survive with the change of market. 

 
After managers or owners of SMEs consider and analyze the environmental condition, they can choose the strategy 
which appropriates with the condition that they are facing, such as: 
 

a. Classical strategy 
This strategy can be an option for the organization if the organization can predict the environment; however, 
the organization also has limited resources and capabilities to change. Classical strategic planning can 
perform well as being a stand-alone function as it requires specific analytical and quantitative skills, and 
things move slowly enough to allow for data information to pass between departments. 

b. Adaptive strategy 
This means that organizations have to fast to adjust with the change in the environment and continuously 
experiment with their products or services that fit the market needs. This strategy is appropriate with the 
short-term condition because the market is unpredictable and hard to shape. The organizations also can react 
by reorganizing their goals and refining their targets, then creating new tactics. 

c. Shaping strategy 
This approach pursues organizations to create collaborations with other industries sectors in a dynamic 
ecosystem that distributes risk, supplies complementary skills and resources, and rapidly builds and shapes 
the market. This strategy can be an option for the organization if the barriers to entry are low, innovation 
among industries is relatively high, demand is hard to predict, and the competition among players in 
industries is competitive. The strategy is most often used as a portfolio experiment. Not likely the adaptive 
strategy, shape strategy focus beyond the boundaries of their organizations, often by rallying a resilient 
ecosystem of consumers, suppliers, and or complement to their causes by identifying desirable new markets, 
standards, the platform of technology, and business practices. 

d. Visionary strategy 
This strategy approach can be applied if the organizations can predict and changes the market. This strategy 
is also called be the first to the market, by being the first, organizations can take advantage rather than their 
rivals, influence the customer preferences, set industry standards, and determine the direction of the market. 
Similar to shaping strategy, this strategy emphasis that the environment is not a given but as an opportunity 
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or something that can be molded into a competitive advantage to organizations. Visionary strategists need to 
have a high level of courage to stay the course and the ability to devote the resources needed. 

e. Renewal strategy  
This approach can be applied if the market circumstances are difficult to do the business sustainability, the 
organization not only tries to survive but also try to eventually thrive again. In a harsh environment, the 
organizations must execute the necessary priority programs first rather than other priorities. The organization, 
with limited resources, also needs to create radical moves that align with the strategic objective to adapt to 
the changes in the environment. 
 

 
 

Figure 5. Strategy Approach Depend on Environment (Reeves et al., 2018) 
 
Then In stage 3, leadership capabilities have the crucial roles in determining the policy and ethical decision making 
that applied in organizations to minimize and reduce loss or damage in the organization, and it is essential to 
implement the right strategy based on the changes in the environment, in extreme conditions, the owners or 
managerial level can act by takes temporary shutdown actions in their business (Reeves et al., 2018). Our study 
showed that all sectors of business after we elaborate the interview transcript, the previous research, and study 
literature as explained before, we are grouping the strategy that they implement into three primary options strategies: 
 
a. Survival strategy (60%). This strategy comes up with how the organization tries to keep existing in the business 

by continuing to produce the products or services, promote their products or services, and active response to 
their competitors. The organization also tries to efficient their operations by calculating their core operations 
that support the core activities only and cutting other activities that do not support the core activities.  

b. Turnaround or pivot strategy (8%). In this strategy, organizations are eager to learn new things by developing 
new products or service that does not relate to their core business, starting new projects in other industries, and 
collaborating with other industries to create something new or product bundling. 

c. Wait and see market strategy (32%). Many organizations with this strategy shut their business temporarily, 
meanwhile, their managers or owners learn new knowledge through online platforms to support their business, 
the knowledge that they learn such as photography and digital marketing. 

 
The basic thinking of categorization the strategy in crisis condition came from research conducted by Reeves et al 
(2018) and a study from McKinsey about the strategy that should be considered during the pandemic Covid-19 by 
owners or managers, these researchers conclude that there are four strategic areas that organization should focus on 
(Sneader & Sternfels, 2020), such as: 
 
a. How to recover the revenue in the organization; 
b. How to rebuild and rearrange the operations in the organization; 
c. How to rethink and reorganize the organization; 
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d. How organizations accelerate the adoption of digital solutions. 
 
The study conducted by McKinsey also supports our study that showed the businesses which have decreased by 
more than 50%, the owners or the managers tend to choose to wait & see strategy.  This result did not mean that they 
no longer care about their business, but due to the effort that they had done was unworked then they became felt 
depressed, frustrated, and hope the market recovers very soon. However, meanwhile, they stop their business 
operations, they start to rebuild and rearrange the operations in the organization then create a strategy to accelerate 
their business if the market is already conducive. 
 
5. Conclusions  
During the crisis condition, the organization's capabilities such as leadership and managerial capabilities have a 
crucial element in recognizing the problem. In this first step, the organization should be able to analyze the 
problems, how this crisis occurs, find the root causes, and finally, the managerial concern regarding the crisis 
(Tworzydło, 2016). At the same moment, our study also supports that organization capability and combine with the 
leadership from the top management level can minimize the crisis condition, owners or managers also should 
consider several strategies that are appropriate with the changes in the environment. If the managers or owners of 
SMEs can identify and apply strategy appropriately, the impact of the crisis can be reduced.  
 
The corrective actions implemented by SMEs can be seen in their strategy such as survival strategy by entering 
online, giving more promotions, benefits, and services to customers, or turnaround by pivoting the business and 
enter to the new business with several considerations that have been made by the owners or managers. 
 
The implication of our study for SMEs, the owners or top management level must have strong managerial 
capabilities and a sense of crisis to minimize the loss of business. Our result study also showed that if they were late 
to respond to the crisis condition, their businesses have a smaller propensity to survive. The management of 
businesses that have been influenced by crisis conditions for more than 50% would feel depressed, lost, and it seems 
that there is nothing left behind, so they just wait and see the market condition. So, it is essential to be aware of the 
signal of crisis condition for the first time then react with the proper strategic implementation to anticipate and come 
out from the crisis. 
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