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Abstract

Construction industry is one of important industry that supports country development. Construction
contractors, especially for small and medium size enterprises (SME) should recognize overall external
environmental factors for organizational survival and growth. This research aims to construct a structural
equation model of factors effecting SME construction contractors using external environmental PEST analysis
as framework. The first step of methodology is qualitative research using critical incident in-depth interview to
search factors under the PEST framework. The second step is to design a questionnaire using the data retrieve
form the interview result. Data from the questionnaire is analyzed and use to construct a model. The target
samples for the interview and questionnaire are 106 and 242 engineers who have at least 10 years experience in
construction contractor organizations.

A structural equation modeling is presented as final result. Important factors that effect survival and
growth of SME construction contractors are working performance and business cost. Performance gets direct
effects from technological factors and organizational competency. Cost gets direct effects from performance,
economical factors, legal factors and political factors. Important political factors are the government’s
investment support policies and infrastructure project policies. Important legal factors are environmental and
safety laws. Important economical factors are fuel price, construction material price, and construction
equipment price. Important technological factors are information technology and modern construction
equipments. Construction contractors should pay attention on these significant factors because they give

remarkable direct and indirect effects to organization.
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