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1. INTRODUCTION

It has been known that Micro, Small, and Medium
Enterprises (MSMEs) have a significant role in the
economy in Indonesia because they can overcome

ABSTRACT

This stidy aims te find siccess factors for siuccession in famiy-bsed MSMEs in
MSMEs in Surabayn, Indonesia, where Surabayn is a mekropolitan city that allows
ewirey rs by develop and be sustainable for the next generation of family busi
nesses, The researcl method used is factor analysis which is an analysis techmigue
that fors ihe latent variables Hink have not been deterviined before Hie analysis, the
results of anilization will find any factors that influcnce the success of succession in
MSMEs. Sample in Hhis study amennted to 100 MSMEs of family businesses that
could ¥e wet i Subaya or incidental sampling, while respondents it Hhis study
were sccond generation family business cwners. The method of data collection iz a
suroey with a questionnaire instriement Hat ns been tesied for validity and relin-
baity. The data analysis techmique wsed is the Principal Compouent Aun%ﬁ_éis Factor
Analysis with SPSS software. Tite results of this study found Hiat six fackrs that
delermine e success of sucression in MSMEs in the city of Surabmya are succes-
sion preparation procedures, siuccessor characieristics, readiness of previous genera-
tions, covauantication i the sucowession process, relakionships bebweent favedly wie -
bers, and introduction lo Hie business environment. This vesearch is expected to
provide references on the sustainability of family business to the next generation in
the city of Surabaya, Enst Java, Indoucsia.

ABSTRAK

Peuwelition ind bertujuan unyutuk mencari fikbor-faktor kesuksesmn suksesi pada
LIMEM yrarg bertasis usaha keluarga pada LIMEKM di kota Surabuyn, Dedouesin,
dimana keoin Surabaya merupakan kotn wetropolis yang saugat mennmgkinkan
wirauseha bisa berkembang dan susiainable unhuk genermsi penerus usahn keluargn.
Metode penelifinn yang digionaknn adalnit aualisis fakbor yaikn snafe defouk munlisis
yang akan wewbenink vaviekel lnten yang belum ditentukan sehelun dilakediaan ana-
lisis, Tasil anilis ok wendopathan fakbor apa saja yang mempengorihi kesuksesan
suksest padn UMEM. Sample dalaw penelitian i berpuminh 100 LIMEM bBisnis
keluargn yang dapal di lewnd di kela Swrabaye atau insidentil sanipling, sedavighan
responden dalan penelitinon inf adaleh pewilik bisnis kelnarga generasi kedna, Melode
pengnngnilan datn adalah swrvei dengan inskrumen kiesioner yang telah di wji validi-
tas den velinkilitnsnya. Teknik analisis date yang digumakan adaloh Awalisis Fokfor
Principal Component Annalysis dengan software 5PS5. Hasil penelitian  ini
meremnkon enam faktor yong menbikan kesuksesan suksesi pada UMKM di kot
Surabaya yaikne prosedier peruyiapan suksesi, haraberiskk suksesor, kesinpar generasi
sebelusnya, komunikasi dalum proses suksesi, wbnmgan antar anggotn keluarga, dan
pengenalan lingknngan bisnis, Penelifian ini dikarapkan dopat memberikan referensi
tentang keberlonjutan bisnis kelunrge sampai generasi penerus di kot Surabryn, Jwon
Tinnir, Indenesia,

unemploymenl and encourage Lhe slabilily of sus-
tainable business. According to the data from EPS
(Central Bureu Statistics) eccnomic census (BPS,
2016), the growth of the number of large and medi-
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um industries from 2010 to 2015 only grew by 2,977
companies or around 12%. Yet, for small industries
and households from 2010 to 2015, they grew by
936,149 companies or around 25%. Of the total mi-
cre units to large in Indenesia, 3,385,851 million are
small business units and houschelds, which can
provide employment opportunities as much as 5%
of total employment opportunities. However, the
contribution of large and medium industries is only
4% (Cronomic Census BPS, 2016).

Most MSMEs come from family businesses.
The family cempany is a phenorfnon in the busi-
ness today. A company is called a family company
when it consists of two or moare family members
who manage the company's finances (Aronoff, Ste-
phen, and Ward,[f8013). [n addition, Dornelly
(2002) also argues that an organization is called a
family company 1f there are at least iwo generations
of involvement in the family and they influcnce the
company policy.

There are some evidences for the SMEs'
growth. For example, the Credit Suisse research
report in 2011, shows that the economy in Asia is
very dependent on the existence of family compa-
nies. Their contribulion reaches + 50%, where the
dominance of the country's economy by family
companies is higher in South Asia, namely India by
67% compared to North Asia. Owned market capi-
talization in 2010 also increased sixfold compared
to 2000. Even De Vriies's report (2011) mentions a
higher figure, which is ninety-five percent of busi-
nesses in Asia, the Middle East, ltaly and Spain,
controlled by the family. About 80% of businesses
in France and Germany are conirolled by families.

In addition to the above evidenc, Jones (2003)
found that as many as 71% of family companies in
Australia are owned by the first generation, 20% by
the second generation, and only 9% are owned by
the third generation. One of the most contentious
issues surrounding family companies relales Lo
succession darisions. The leadership transition may
play an important role in determining the prospects
of the company and those as conirolling family
preferences, which often have two decision-making
batween hiring family members or people.

Of the problems that often arise in the family
business is that dealing with professionalism, final-
ly, the myth emerges, e.g., the lirst generalion
builds up, the second generation enjoy, and the
third generation destroys. In addition, ABS deliber-
ately discussed the issue of leadership in family
companies, where conflict problems often occur in
family businesses, succession, competence, and
culture in family companies as a new paradigm
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offer in a family business. However, all of this can
be the counter-attack to the myth The sustainabil-
ity of the family business is largely determined by
the succession process chosen to lead the family
business. Most studies discuss the succession pro-
acss that occurs in family businesses and some are
related to the company performance afler succes-
sion takes place.

2, THEORETICAL FRAMEWOCRK AND HY-
POTHESES

Leadership in the family business is essential for
ensuring the success of an organization, especially
for lamily businesses. This is due Lo these reasons:
First, family businesses have much more different
goals and objectives compared o public compa-
nies. For example, the inclusion of family members
in business activities is the main thing compared to
the growth or profit they obtain. Second, the pro-
cess of leadership succession in the family business
will be very important for business conlinuity
(Chua, Chrisman, and Steier, 2003)

Regarding the leadership of the family busi-
ness, most of the research has focused on the first
generaltion as the leader of a family business. In
general, there are fundamental differences between
first-generation leadership and the next generation.
This is due 1o the lact that the first is a person who
builds a business, while his successor hasa role as a
manager whose job is to operale a business that has
already been established (Cater and Justis, 2009). In
addition, the first generation has a very dominating
role in shaping corporate culture and will usually
survive even though the founder is ne longer active
in business (Eddleston, 2008; Kelly, Athanassiou,
and Crittenden, ).

In refrence 10 a study by by Family Firm Insti-
tute for the §mily Business Review Hall et al.
(2001) noted that only 30% of all family-owned
companies can survive in the transition period be-
tween generalions to the second generation, while
only 12% are able to survive in the third generation
and only 3% are able to develop up to the next gen-
eration -fourth and so on. This makes the myths
grow in family companies that the first generation
1o establish, the second generation @build, and the
third generation to desttoy. In contrast to the
founders of family businesses, the next generation
usually starts a family busincss from a position that
is not too strategic and over time will be given ad-
ditional tasks to increase knowledpe of family
business activities (Cabrera-Suarez, De Saa-lerez,
and Garcia-Almeida, 2001).

Regarding the leadership of the family busi-
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ness, most of the research has focused on the first
generation of leadership in a family business. In
general, there is a fundame tal difference between
first-generation leadership and the next generation,
considering that the first is a person who builds a
business, while his successor is more of being a
manager, in charge of operating a business that has
been established (Cater and Justis, 2009). In addi-
tion, the first generation has a very dominant role
in shaping corporate culture and will usually sur-
vive even though the founder is no longer active in
business (Eddleston, 2008).

As Susfihto (2005) stated that creating the next
generation can be done by establiching good rela-
tions between family members, mutual trust, and
mutual respect between family members. Many
people doubt that the next generation can lead the
company like the senior generation. This doubt 18
duge to a large number of peorly performing family
companies after the founder left. Actually the
Founder can anticipate this by educating the next
generation to have leadership qualities and the
ability to manage family companies well, fostered
mutual brust, mutual respect among family mem-
bers and a sense of belonging and pride in the
company must also be instilled by generations sen-
ior 1o the nexl generation, so that they will work
hard for the development of the company.

Some characteristics being synonymous with
the successor of the family business are divided
into several things (Alwis, 2016). First, high com-
mitment in the succession process, by becoming a
learner associated with a family business with a
period that is not too fast will make successors
mere mature in receiving the relay of family busi-
ness leadership (Dyck, Mauws, Starke, and Misch-
ke, 2002). Second, the success of the successor itself,
the desire of successors is not enough to run a fami-
ly business but successars must have high compe-
lence 50 Lhal Lthe family business can be suslainable

Third, training and experience are impaoriant in
the succession process. Successor development
from internal and external companies will provide
an experience that can be used in running a family
business. Fourth, a posilive relabonship between
parents begins a reciprocal relationship between
the two. Family business leaders are aware of and
intend ko surrender their leadership in the future to
their successors (Alwis, 2016).

Fifth, the succession process requires a rela-
tively long time. The family business leader will
take as much time as possible while chserving,
watching, and evaluating whether the successor is
mature and ready to bring the family business to

exist and become increasingly prosperous (Miller,
Le Breton-Miller, and Schelnick, 2008). Sixth, good
cooperation between family business leaders and
future generations is very important in ensuring
the success of the leadership transition {(Cabrera-
Suarcz, De Saa-Perez, and Garcia-Almeida, 2001).
Not only between the two, but this cooperation
must also be achieved with the whole family so that
successor leadership gets high legitimacy (Sharma,
Chrisman, and Chua, 2003).

Saventh, it is sharing knowledge with success
so that they are able to maintain and improve the
performance of family businesses (Cabrera-Suarez,
De Saa-Perez, and Garcia-Almeida, 2001). Parents
or top-level managers as mentors for success so
that they are beller prepared to lead family busi-
nesses. Finally, it is a mutual respect for each of the
roles thal must be performed for the next genera-
Hon and family business leaders. The next genera-
tion must have a high commitment to follow all the
success processes, where the time is that the busi-
ness is very important to understand, and the
communication process goes well and successfully
(Dyck, Mauws, Starke, and Mischke, 2002).

In addition, family businesses alse face con-
flicts related to relationships between famif mem-
bers. Companies in many countries, both in coun-
tries such as the United States (US) and in develop-
ing countries such as Indonesia, then matiers of
family enterprises management and accompanying
conflicts as mentioned, are very important to be
understood and discussed in depth by family busi-
ness leaders, therefore this research has a purpose
of analyzing the success of the family business in
the city of Surabay

GRESEARCH METHOD

This research is a discriptive explanatory study
done by using a type of correlational research. It is
lhe exploralory laclor analysis or primary compo-
nent analysfdl (FCA/ Principle Component Analy-
sis), which is a factor analysis technique in which
several factors will be formed in the form of latent
variables that have not determined before the anal-
ysis is carried out. In principle, exploratory factor
analysis is the formation of factors or new latent
variables that are random in nature, which can then
be interpreted according to factors, components or
constructs formed. Exploratory factor analysis is
the same as main component analysis (PCA).

In exploratory factor analysis, the researchers
do not have the knowledge, theory, or hypothesis
that composes the structure of factors to be formed
ot formed, so that exploratory factor analysis is a




technique to help build a new theory.

The stages of this research began with a pre-
liminary survey, which was doing food observa-
tions about MSMEs in the city of Surabaya and the
factors that were the supporters of the success of
the MSME succession. Bosides that, the researchers
also looked for the secondary data about MSMEs in
Surabaya. After finding existing problems in
MSMEs, a literature review was conducted to for-
mulate the answers to these problems and then
carried out literature studies, interviews, literature
studies to identify succession success factors. This
is used to compile research instruments and data
collection techniques as well as dam analysis tech-
niques used to obtain answers to the formulation of
the problem so that we find a finding in this study.

This research was conducted in Surabaya, a
melropolitan alty that greatly enables MSMEs 1o
develop. The sample was taken using Purposive
Sampling, the M5MEs owned by families already
the second generation before, of 100 respondents
from MSME business owners in Surabaya. The data
were collected using a survey on the respondents'
perceptions with questionnaire that have been test-
ed for validily and reliability. Besides thal, inler-
views were also conducted to complete the data
that is still needed.

The data analysis technique used is factor
analysis, a technique used to analyze the structure
of relationships between variables with a large

Candraningrat: Analysis of the success factors ...

number. Analysis is done by determining variables
or factors that are much related. The general func-
tion of factor analysis is to find ways to summarize
information in the form of factors (variables) intc
smaller factors without reducing the information
that has been collected (Hair et al, 2010). And,
stages of analisys for the factors as the following:
1. Descriptive analysis

This was done by two kinds of tests:

a. KMO dan Bariett’s Test

b.  Ant Image Matrices
2. Extraction

It was done for getting the result of the
analysis as the following;:

a. Communalities

b. Totlal Variance Explained

¢. Component Matrix & Rofated Component

Matrix
d Intrepretasi Faktor

4. DATA ANALYSIS AND DISCUSSION

‘The Kespondents” Characetristics Based om the
Types of Business

The criteria of respondents are based on the type of
business. Therefore, they are divided inlo six cate-
gories, namely culinary, merchandise, frade, shees,
convection, and herbal medicine. The number of
respondents based on the type of business can be
seen in Table 1.

Table 1
The Respondents” Characetristics Based on the Types of Business

Type of Buisness Frequency Percentage

Cullinary 11 11%
handycratt 10 10%
Trade 71 71%
Garments 4 4%
hebrs 1 1%
Liveslock 3 3%

Total 100 100,0%

Source: processed Research Data

Table 1 shows the number of respondents in terms
of business Lype, respondents whoe have a culinary
business of 11 people or 11%, 10 people who have a
handicraft business or 10%, 71 pecple who have a
trading business or 71%, 4 people who have a con-
vection business or 4 %, 1 person who owns a herb-
al medicine business or 1%, and 3 people who have
a livestock business or 3%. This shcws that the
trading business has the most number in develop-
ing family businesses in MSMEs in Surabaya,

Respondents” Characetristics Based on Age
Characteristics of respondenis based on age are
divided into seven age calegories namely age <30
years, age 31-35 years, age 36-40 years, age 41-45
years, age 46-5U years, age 51-55, and age’> 56 years.
The number of respondents based on recent
education can be seen in Table 2.

As in Table 2, it can be seen that respondents
aged < 30 years that is 50 people or 50%, respond-
ents aged 31-35 years that is 19 people or 19%, re-
spondents aged 36-40 years that is were 11 people
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or 11%, respondents aged 41 -45 years that is a  shows that a successor has been given authority in
total of 15 people or 15%, respondents aged 46-50  holding a family business since adolescence, given
years that is 3 people ot 3%, respondents aged 51-  that the succession process takes a long time so that
55 years that is 1 person or 1%, and respondents  successors can be ready to run a family business.
who were over 56 years that is 1 person or 1%. This

Table 2
Respondents’ Charecteristics Based on Age

Age Frequency Percentage
<30 5¢ 50%
31-35 1¢ 19%
36-40 11 11%
41-45 15 15%
46-30 3 3%
51-55 1 1%

>56 1 1%
Total 100 100,0%

Source: Processed Data

Respondents’ Charaecteristics based on Edncation  SMA, 51, and 52. THEnumber of respondents based
Characteristics of respondents bagsed on education  on recent education can be seen in Table 3.
are divided inlo [our categories, namely SMP,

Table 3
Respondents” Charecteristics Based on Education
Education Frequency Percentage
Juior HS 3 3%

Hs 51 51%
Undergraduale (51) 43 43%
Master Degree (52) 3 3%

Tolal 100 100,0%

Source: Processd daka

Ason Table 3, the respondent's level of educalionis ~ Respondents’ Characteristics Based on Number of
junior high school with 3 people or 3%, 51 high Employees

school students or 51%, Undergraduate (51) 43 The respondnels’ characteristics based on the
students or 43%, and Master Degrae (52) 4 people  number of employees in their business are divided
or 4%. So, the most recent education is high school  into four categories: <3 people, 4-6 people, 7-9
and second place is S1. It indictaes that successors  people, and > 10 pecple The number of
are also required to have a good education in order  respunidents based on the number ol employees can

to continue the family business be seen in Table 4.
Table 4
Respondents’ Characteristics Based on Number of Employees
Total Employyes Frequency Percentage
<3 44 44%
4-6 43 43%
7-9 5 5%
>10 8 8%
Total 00 100,0%

Source: processed data

Table 4 shows that respondents with <3 em-  employees, 43 respondents or 43%, with 7-3 em-
ployees are 44 people or 4%, those that have 4-6 ployeees, 5 respondents or 5%, and with employ-
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ees> 10 people are 8 respondents or 8%. This indi-
cates that the sample covers various kinds of family

business of MSMEs.

Respondents’ Charaecteristics Based on The
Length of Business Establishement

Candraningrat: Analysis of the success factors ...

The criteria for respondents based on the length of
time the industry was established were divided
into five categories: <10 years, 11-20 years, 21-30
years, 31-40 years, and> 40 years. The nunifer of
respondents based on the length of industry can be
secen in Table 5.

Table 5
Respondents’ Charaecteristics Based on The Length of Business Establishement

Length of the Industy establsihed Prequency Percentage
<10 yeras 5 5%
11-20 years 37 37%
21-30 years 17 17%
31-40 years 28 28%
>40 years 13 13%
Tolal 100 100,0%

Source: Processed Data

Table 5 shows thal industries or businesses owned
by respondents have been operating <10 years with
the number of 5 respondents or 5%, respondents
whose industries run for 11-20 years of 37 re-
spondenis or 37%, respondents whose industries
run for 21-30 year of 17 respondents or 17%, re-
spondents whose industries ran for 31-40 years of
28 respondenis or 28%, and respondenis whose
industries had run for> 40 years of 13 respondents
or 13%.

Respondents’ Characteristics Based on Turnover/
Month

The criteria for respondents based on monthly
t@ihover are divided into five categories, namely
<Rp. 5,000,600, Rp- 5,000001-Rp. 15,000,000, Rp.
15,000,001-Rp. 25000000, Rp.  25000,001-Rp.
35,000,000, and > Rp. 35,000 001. The number of
respondents based on monthly turnover are as seen
on lable é.

Table 6
Respondents’ Characteristics Based on Turnover/iMonth
Tuffiover/ Month Frequency Fercentage
<Rp 5.000.000 5 5%
Rp 5.000.001-Rp 15.000.000 26 6%
Rp 15.000.001-Rp 25.000.000 19 19%
Rp 25.000.001-Rp 35.000.000 25 25%
>Rp 35.000.001 25 5%
Total 100 100,0%
Source: Processed Data
Factor Analysis

From Table 6, it can be explained that the
number of respondents in this study in terms of
monthly turnover is as follows: the respondents
who have a monthly turnover ot <Rp. 5,000,000 is
5 respondents or 5%, respondents who have a
monthly turnover of Rp, 5,000,001-Rp. 15,000,000,
26 respondents or 26%, respondents who have a
monthly turnover of Rp. 15,000,00-Rp. 25,600,000 in
1% respondenls or 19%, respondenls who have a
monthly hurnover of Rp. 25,000.00-Rp. 35,000,000 in
the amount of 25 respendents or 25%, and re-
spondents who have monthly turnover> IDR
35,000,001 a total of 25 respondents or 25,

Factor analysis was done bto find the new factors
from 28 variables by looking at their importance.
Therefore, they could be analyzed further. Factor
analysis method, the study used because research-
ers want to analyze factors that are the key to suc-
cess in succession in MSMEs in Surabaya. This
factor analysis consists of two stages, namely KMO
and Bartlett's Test and extraction.

Kaiser-Meyer-Olkin (KMO), Anti Image Matrices,
and Barlett’s Test of Sphericity.

The aim of KMO and Bertlett's Test is to see the
variables and the samples if they are sufficient for
analysis. Yet, the number of (.758 was found with a
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significance level of 0.000. The KMO and Bartlett's
Test shows above 0.5 and the level of significance is

below 0.05, so that the next step is the extraction
process (Hair et al,, 2010).

Tabel 7
KMOQO dan Bartlett
Kaiser Moycer Olkin Measure of Sampling Adcquacy 0.758
Bartleit's Test of Sphericity (sig) 0.000

Source: Processed Data

The exislence of Anli-image Malrices is used
to see the feasibility of each variable when factor
analysis is performed. The existence of the letter "a”
in some numbers with the formation of a diagonal
line on each variable means the magnitude of the
MSA (Measure of Sampling Adequacy) variable
with conditions grealer than 0.5 (Hair, 2010). In this
study, the value of MSA in the first experiment
there are the three variables that have a value of
less than 0.5, namely X5 with a value of 0.456, X8
with a value of 0.344, and X21 with a value of 0.411.
Of the three variables must be delzted in order to
improve the MSA value so that it can be said that
the tluee variables cannot be continued to the next
stage. In the second experiment by removing the

variables X5, X8, aml X21, he MSA value was
higher than 0.5 so it can be concluded that all vari-
ables are feasible to analyze

Extraction

a Conmmunalities

Communalities are the first process of extrachon
whose functon is to find out how closely the
statement relates to the factors formed. The
extraction column shows how much factors will be
formed that can explain the variance of a factor, so
the greater the value of communalities, the more
closely the relationship with the factors formed (see
‘lable 8).

Table 8
Total Variance Explained

Initial Eigenvalues

Extraction Sums of Squared

Rotation Sums of Squared

=TT Loadings Loadings
i i % of Cumulative % of Var- Cumulative % of Cumulative
Total Vari o Total . o Total Vari N
ariance Yo iance a ariance i
1 7.541 31.419 31419 7.541 31.419 31419 4.357 18.154 18.154
2 2461 10.255 41674 2461 10.255 41.674 3.031 12.629 30.783
3 2,095 275 50405 2.005 2.731 50105 2312 3633 40,1417
4 1.269 5.286 55691 1.269 5.286 55.691 2234 2.307 49.723
5 1.203 5.012 60.703 1.203 5.012 60.703 1.694 7.056 56.780
7] 1.085 4.520 65223 1.085 4.520 65223 1.618 6740 &3.520

b Variance Explained

Total variance explained serves to extract a number
of variables into several new factors. From 25 vari-
ables extracted to six factors by lcoking at the «i-
genvalue value, which has more than 1 condition
(Hair, 2010).

¢. Component Matrix, Rotated Componeni
Matrix and Structure Matrix

The Compenent Matrix contains the ccefficients
used to declare the standard variable called as a
factor of eighl new faclors was formed. The loading
factor coefficient explains the correlation hetween
the origin variable and the factor. A large correla-
tion value states a close relationship between the
original variable factors, so the variables can be
used to form factors. To facilitate interpretation, the

Component Malrix is rotated by orthogonal rota-
tion or cblique rotati.

1. Rotation Method Orthogonal (Varimmax)

The results of the orthogonal rotation method can
be seen in the rotated component matrix column in
Table 9. The new factor chosen is a factor that has a
lcading laclor> 0.6, wilh consideralion ol praclical
significance not statistical significance (Hair et al,,
2010) to obtain 18 variables new.

2, Oblique Rotation (Promax)

The results of the oblique rotation method can be
seen in the matrix pattern column on table 9. The
new factors chosen are factors that have a loading
factor> 0.6 (Hair et al.,, 2010) and 17 new variables
arc obtained, Because orthogonal rotation results in
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more and more appropriate variables and the con-
tinuity formed in the results of factor analysis, the
researcher uses the results of analysis of orthogonal
rofation rather than oblique rotation.

The next stage was done by giving new names
to the new factors. For the first factor, the variables
formed are related to the motivation of the previ-
ous generation, providing training, and coercion
from the previous generation, introduction to busi-
ness processes, introducing the business early to
successor, and describing the fasks and obligations
of the previous generation. From these variables,
the researcher gave the name "Succession Prepara-
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tion Procedure” in the flrst factor.

The second factor, it is done by discussing
generations before choosing successors from the
sexes of the successors, in determining the time of
succession of age became a consideration, and fo-
cused on successor competencies, so the rescarcher
gave the name of the successor characteristics for
the second factor. In the third factor, it contains the
participation of the previous generation in succes-
sor monitoring and willingness and greatness of
self-esteem. Thus, the researcher pgave the name
"Previous Generation Readiness” on the third fac-
tor.

Table 9
Summary of Rotated Component Matrix

Components

1 2

3 4 3 6

X3 0.649

X7 0.661

X9 0.603

X11 0.771

X15 0.676

X18 0.808

x10 0.758
X12 0.764
X20 0.683
X1

X13

X6

X1

X286

X23

X28

X2

X17

0.611
0.754

0.771
0.633
0.754
0.667
0806
0.648
0.859

Source: Processed Data

The fourth factor, it is to explain the involve-
ment of family members in succession, the frequen-
cy of communication with the previous generation,
and the content of intergenerational communica-
tion accompanied by discussion of business. There-
fore, the researcher gave the name "Communica-
tion in the Succession Frocess" on the fourth factor.
The fifth factor, explained the relationship with the
previous generation and justice between family
members, so that the fifth factor was named "Fami-
ly Member Relations”. The sixth factor, describes
the introduction of successors to consumers and the
introduction of successors to competitors, so that
the sixth factor is named “Intreduction to the Busi-
ness Environment”,

Table 10 describes the resulis of Factor Analy-

sis so that the new factors are created.

The next step is 1o determine the factors that
have the greatest weight, as stated by Groh and
Wich (2009) that the weight of each factor can be
obtained from the value of Total Variance Ex-
plained.

The explained total variance formed is 65.22%,
which means that the factors formed already repre-
sent + 65% of the 28 initial variables. From the data
on Table 10, as they were obtained, the greatest
weight is in the Procedure for Session-Preparation
Procedures of 31.42% followed by Characteristics of
Successors, Previous Generation Readiness, and
Communication in the Succession Process, Rela-
tionship of Family Members, and Introduction to
the Business Enviranment at the last position. This
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explains that the factors in the Succession Prepara-
tion Procedure have the highest level of importance

compared to  the

other five factors.

Table 10
Results of the Factor Analysis

New Factors

Variables

Motivtion from the previous generation (X3)

Giving Training (X7}

Coercion/ Force by the previous generation (X9)

Intreduction to the business processs (X11)
Introducing the business from the beginning to the successors {(X15)

Describing the tasks and responsibilities from the previous generation (X18)
Previous generation chose the successor from the type of their Genders

(X10)

11 In determinign the the time of changing the successors, their age is the

consideralion (X12)

Empasising on the successors’ competency (X20)
The participation fo the previosu generationis used to determine the

[ successors (X1)

Yoluntary and wisdom of the founders (X13)
The family involvement determines the succession (X6)

Frequency of communication with the previosu generation (X16)

v The content of commuication among the generation that has often
discussed the busienss (X26)
v The relationship with the previous generation {(X23)
The [airness ameng, the lamily members (X28)
Introdtcion to the consumers (X2)
v Intreduction to the competilors (X17)
Table 11
Summary of the Total of Yariance Explained
Faclors Name of Factors Variance (%)
I Procedure of succession Preparation 31.419
I Successors’ Characetristics 10.255
111 The Previous Generation Prepaidness 8.731
v Communication in Succession ['roczss 5.286
v Relationship among the Family Members 5.012
VI Introduction to the BusinessEnvironment 4.520

5. CONCLUSION, IMPLICATION,
SLGGESTIONS, AND LIMITATION

Based on the results of analysis, the success factors
of a succession in M5MEs in Surabaya, it can be
concluded that there are six factors that respond to
the surccess of MSME succession in Surabaya. Fac-
tor I "Succession Preparation Procedure” which
indudes the motivation of the previous generation,
Providing training, coercion or force from the pre-
vious generation, Intreduction to Business Process
es, Introducing the business early to the successor
and describing the tasks and responsibilities of the
previous generation.

Factor I "Successor characteristics" which in-
cludes the generation before choosing a successor ,
in delermining the time of successor succession is
the age that is taken into consideration, and focus-
ing on successor competence,

Factor III "Previous Generation prepaidness”
includes the participation of previous generations
in mentoring successors and the wsidom and
grealness of the founders.

Factor IV "Communication in the Succession
Process" includes the involvemen! of family mem-
bers in succession, the frequency of communication
with the previcus generation and the content of




communication between generations that often talk
about business.

Factor V "Relationship of Family Members" in-
cludes relations with the previous generation and
justice between family members.

The sixth is "Introduction to the Business Envi-
recnment” that includes an introduction to consum-
ers and an introduction to competitors.

The six variable factors can be said as new var-
iables that influence the success process of succes-
sion in M5MEs in Surabaya, so that it can be con-
cluded that MSMEs that will carry out succession
can focus more on six factors from 18 variables
which have been grouped into six factors.

As referred to the conclusion, some sugges-
tions can be given. Faclor [ "Succession Preparation
Procedure”, in this case the MSMEs that will im-
plement the succession are advised to prepare early
on for the succession preparation procedure by
always motivaling the successor to continue the
family business repeatedly to give enthusiasm to
the successor as willing to continue family busi-
ness. [n addition, it is recommended that successors
should provide the training directly by the previ-
ous generation of business processes and describe
the duties and obligations that will be carried out if
the successor holds a lamily business, = tu prepare
a successor to be the successor of the family busi-
ness.

Factor 11 "Characteristics of Successor”, in this
case MSMEs are advised o start preparing the next
generation by locking at successor generalion com-
pelencies by preparing expertise through experi-
ence or formal and non-formal education. This is
useful for improving and preparing successor
compelencies in order to develop a family business.
In addition, prepaf a successer by looking at the
right time for the successor to continue the family
business accompanied by considering the age of
suciessor in the malure calegory 10 wnlinue Lhe
family business.

Factor IIl "Previous Generation Readiness” in
carrying out succession requires the readiness of
the previous generation by emphasizing willing-
ness and discipline to give overall authority to the
successor, This is because successors will feel trust-
ed by the previous generation to run a family busi-
ness, But in providing this rust, the previous gen-
eration must also monitor the next generation so
that the next generation is really capable of running
a family business.

Factor IV "Communication in the Succession
Process", in the succession process it is best to in-
volve all family memhbers so that there is transpar-
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ency in determining the successor of the family
business. Intergenerational communication should
be well-established, namely inlense communication
so that successors also leamn from experience in
developing business and stories about failures that
have been carried out by the previous generations.
By doing so, the next generation does not happen
again. In addition, the communication for business
development is also recessary for preparing for
successors and after the successors has held a fami-
ly business.

Factor V "Relationship of Family Members", in
this case the previous generation must maintain
inter-family relations and be fair to all family
members. This is useful to create harmonious rela-
lionships between siblings and can minimize the
occurrence of conflicts related to leadership in the
famuly busingss.

Factor VI "Introduction to the Business Envi-
ronment”, in this case the previous generation must
introduce the business environment This is the
beginning of the succession process for successors
to run the business more easily. Inaddition, also by
introducing the consumers or customers that usual-
ly buy in thal place so that the consumers and suc-
cessors can communicate without feeling awkward
and give successor knowledge about which com-
petitors could develop the right strategy so as not
to lose or advance the competitors of lhe family
business.
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