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Abstract: Family business importantly contributes to the economy; however, family business also
has several problems. One of the problems that often befall family business is succession planning.
Not every successor or succeeding generation are interested in continuing the family business. The
aim of this study is to identify the effect of the motivation and readiness of the instrumentation on
the interest of the successor in continuing the family business. The methods used in this study is
regression analysis with a sample of 152 respondents. The results show that motivation and the
readiness of instrumentation significantly affects the successor’s interest to continue the family

business.
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BACKGROUND

Family business is a business owned and
operated by a family and has an important
contribution to a country’s economy (Septiani
& Mustamu, 2014). According to Pricewater-
house Coopers (PwC; 2014), a business is con-
sidered a family business when at least one
family member is part of the business manage-
ment team and has a minimum of 25% owner-
ship of the business. Approximately 60% of
public companies in East Asia comprises of
family business. A survey done by PwC (2014)
showed that more than 95% of businesses in
Indonesia is family owned. The important con-
tribution of family businesses in Indonesia can
be observed from the level of contribution as
high as 25% to GDP (PwC, 2014). Based on
this survey, it can be said that if family business
experience problems, it will impact Indonesia’s

economy.
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Ciputra University is one of the universi-
ties that pays attention to family businesses.
This is evident from the presence of the Family
Business Community in Ciputra University, which
is a community that consists of university stu-
dents who has the interest and mentored to
continue their family business. One of the main
problems in family business is the business’s
succession planning, as mentioned by Michael
and Kammerlander (2015) who stated that fam-
ily business has its own unique issue in succes-
sion planning. This is also supported by the
PwC (2014) survey that indicates approximately
60% of family business has a successor who
wants to continue the business. This condition
also happens to family businesses that is part of
the Family Business Community of Ciputra
University. Therefore, the successor’s interest
to continue the family business should be a
priority that is attended to in the family busi-

ness management. The continuation of the fam-
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ily business depends on the succession process
that runs from generation to generation (Chan,
2019). There are several reasons that makes
successors would want to continue the family
business, some of them are motivation and the
readiness of the instrumentation.

The successor’s motivation could form or
determine the level of involvement of the suc-
cessor in taking his/her role within the family
business (Wijaya, 2014). Motivation is one of
the forces that could generate someone’s enthu-
siasm and diligence to do something (Wijaya,
2014). The greater the motivation of the suc-
cessor, the greater the interest to continue the
family business. Besides motivation, the readi-
ness of the successor to continue the family
business also has an effect on interest. Motiva-
tion is a factor that causes impartation and
supports human behaviour; hence humans can
work diligently to attain their goal (Hasibuan,
2013). According to Mangkunegara (2002),
motivation is divided into 2, which are internal
and external motivation. Internal motivation is
motivation that originates from one self, whilst
external motivation is motivation that origi-
nates from external source, such as supporting
environment. The indicators used in this re-
search is achievement, the work itself, acknowl-
edgment, responsibility, development of the
individual’s potential, salary, policy and ad-
ministration, working condition, quality of su-
pervisor, collegial relationship.

Readiness refers to the individual’s pre-
paredness of self to pursue something that they
want (Nitisusastro, 2009). When instrumenta-
tion readiness is highly satisfactory, it will affect
one’s interest. Therefore, it can be said that
when successor has instrumentation readiness,
the successor will have self-confidence thus
generating interest to continue the family busi-
ness. A study by Diken and Erdirencelebi (2016)
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states that the role of parents that has instru-
mentation readiness significantly impact the
formation of successor’s interest. Readiness is
the one’s self-readiness when entering the field
that they pursue. Instrumentation readiness is
the required provision to run the business (Niti-
susastro, 2009). The indicators of instrumenta-
tion readiness in this study are the readiness of
mental, knowledge, and resource.

According to Rees (2017), interest is one
of the most important determinants of some-
one’s behaviour. Interest is a combination of
the person’s subjective norm, attitude, and con-
trolled action. The indicators of interest in this
study is subjective norm, attitude, and con-
trolled action. Based on this, this study will
discuss the effect of motivation and instrumen-
tation preparedness on successor’s interest to

continue family business.

METHODS

The sample population of this study is the
entire Ciputra University students who are reg-
istered under the Family Business Guild, which
has a total of 246 people. The technique used
to sample is probability sampling; simple ran-
dom sampling. The research sample will be
chosen randomly and each respondent has the
same probability to be sampled (Sugiyono, 2017).
The Slovin formula is used to obtain the num-
ber of samples required. The sample in this
study is 152 respondents.

The regression analysis is used in this study

with the following formula:

Y=a+f,% +5,X,+¢= (1)

Where:
¥ = Interest to continue the family business
X, = Motivation

¥. = Instrumentation Readiness
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a = Constant

[, = Motivation Coefficient
[, = Instrumentation Readiness Coefficient
g = Error

RESULTS AND DISCUSSION

Based on the conducted research, the re-

sult of the descriptive statistics is shown below:

Table 1 Descriptive Data

Instrumentation

Motivation Readiness Interest
Mean 3.49 3.43 3.51
Standard Deviation 1.11 1.31 1.33
Minimum 1.40 1.00 1.00
Maximum 5.00 5.00 5.00
Count 152 152 152

According to Table 2, the Multiple R is
0.95, this shows that the linear relationship
between dependent and independent variable
has a strong relationship. The R Square is close
to 1 with the score of 0.91, which means that
the model has a good fit. The Adjusted R
Square score is not much different at 0.91.
Based on Table 2, the Standard Error score is
0.41, which means that it is smaller than the
Standard Deviation score in Table 1. This means

that the regression model used is more accu-

Source: Processed Data (2020)

Based on Table 1, the mean score of
motivation, instrumentation readiness, and in-
terest are 3.49, 3.43, and 3.51 respectively.
The variables of motivation, instrumentation
readiness, and interest have the standard de-
viation of 1.11, 1.31, and 1.33 respectively.
The motivation variable has the maximum
score of 5 and minimum score of 1.4. The
instrumentation readiness and interest have
the maximum score of 5 and minimum score
of 1. Each of the variables has 152 respon-
dents.

Table 2 Regression Statistics

Regression Statistics

Multiple R 0.95
R Square 0.91
Adjusted R Square 0.91
Standard Error 0.41
Observations 152

Source: Processed Data (2020)

rate.
Table 3 ANOVA
daf sS MS F Slgmfllscance
Regression 2 243F,516 121,758 727.,8 1,27E-77
Residual 149 24,927 0,167
Total 151 268,443

Source: Processed Data (2020)

Based on Table 3, the Significance F score
is 1.27E-77 which is smaller than the 95%
confidence interval. If the Significance F score
is smaller than the confidence interval, it can be
concluded that motivation and instrumentation
readiness both significantly affects interest to

continue family business.

Table 4 Regression Analysis

. . Standard Lower  Upper
Coefficients Error t Stat  P-value 950 950
Intercept -0,31 0,11 -2,80 0,005802 -0,53 -0,09
Motivation 0,66 0,07 9,95  3,28E-18 0,53 0,79
Instrumentatior 0,43 0,06 7,61  3,03E-12 0,32 0,55

Readiness

Source: Process Data (2020)

Based on the regression analysis, the re-
sults are shown in Table 4. The p value of
motivation and instrumentation readiness are
both less than the 95% confidence interval,
which means that both variables significantly
affects interest to continue the family business.
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DISCUSSION

According to this research, the results in-
dicate that: (1) motivation significantly affects
the successor’s interest to continue the family
business, and (2) the instrumentation readiness
significantly affects the successor’s interest to
continue the family business. Good motivation
and the instrumentation readiness will make the
successor be more interested to continue the
family business. This is supported by previous

existing research.

The Impact of Motivation on the Interest to

Continue the Family Business

Based on the regression analysis above, the
results show that motivation affects the suc-
cessor’s interest to continue the family busi-
ness. Motivation determines the intention of
the successor to continue the family business or
not. Good motivation would increase the
successor’s interest to continue the family busi-
ness and vice versa. Diken and Erdirencelebi
(2016) stated that parents have a significant
influence toward the development of interest of
their children. Parents’ role to motivate their
children to continue the business that has been
built across generations is one of the most
important factors. A study by Wijaya (2014)
found that the parental encouragement is one
of the external factors that could create interest
in successors to continue the family business.
Laurence and Mustamu (2015) stated that the
discomfort of the successors will cause internal
conflict. The discomfort of the successor’s is
one of the reasons why the predecessor genera-
tion are less trusting, which causes lack of
motivation from the successors. This is sup-
ported by a study done by Chan (2019) that

states that conflict caused by envy between
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successors fuels the wrong motivation to con-
tinue the family business. High motivation will
create higher work productivity (Purnama, 2008).
High level of productivity will certainly be the
consideration of the predecessor generation in

deciding successor.

The Effect of Instrumentation Readiness on the
Interest to Continue the Family Business

The instrumentation readiness has an ef-
fect on the interest to continue the family
business. The role of parents which influence
the instrumentation readiness significantly in-
fluence the development of interest in succes-
sors (Diken & Erdirencelebi, 2016). This indi-
cates that the more ready the successors are in
continuing the family business, the greater the
interest of the successors to continue the family
business. A high readiness of self will create
strong self-confidence. Based on this self-confi-
dence that successors will become more inter-
ested to continue the family business. Chan
(2019) states that a successor should posses the
readiness before taking on a role in the family
business. This finding is congruent with Lau-
rence and Mustamu’s (2015) study, which stated
that leadership in the business requires the
readiness of the successor. Tjiang (2014) stated
that the readiness of the successor is very
important to prepare the successor. Well-pre-
pared successors will make succession process
run smoothly (Christopher, 2014).

This research aims to identify the effect of
motivation and instrumentation readiness on
the interest of successor to continue the family
business. After analysing the research data of
152 respondents, the results of this study can
be concluded as follows. Motivation affects the

successor’s interest to continue the family busi-
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ness. In addition, the instrumentation readiness
affects the successor’s interest to continue the

family business.
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