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ABSTRACT 
Agricultural sector companies in Aceh especially in Aceh Besar are owned by families, one of 
which is a company in the field of rice milling industry. The company has an important role to 
meet the needs of food and employment. So for the family business should be successful 
and long-lived. One way is by preparing a successor through the succession process. The 
succession process can be carried through; (1) determination of the criteria for a successor 
(2) the development potential successor, (3) the involvement of potential successor in the 
family business. The design of the study is a qualitative method, therefore the results in this 
study cannot be generalized for other family businesses. 92.27% of candidates for successor 
have criteria acceptable, charismatic, energic, managing, achieving and networking, 69.44% 
or most of family business leaders develop a candidate of successor and 75% or most of 
prospective successors are involved in every business activity. The results in this study 
indicate that the successor is ready to replace the founder or manager as a family business 
leader. 
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In terms of succession planning, Price Waterhouse Cooper survey results of 2014 
mentions the family business in Indonesia is better than the world average. Although only 
27% had a successor plan structured and documented efforts, it has been better than the 
world average as a whole (16%). More than 50% of family businesses in Indonesia plan to 
pass on ownership to the next generation but still appoint professionals to sit in the 
management structure. And only 25% of Indonesia's family businesses will give up 
ownership and management to the next generation. 

Agricultural sector companies in Aceh especially in Aceh Besar are owned by families, 
one of which is a company in the field of rice milling industry. This company has an important 
role to fulfill food needs and employment. So for the family business should be successful 
and long-lived. One way is to make preparations for successors. Through the succession 
process. The succession process can be carried through; (1) determination of the criteria for 
a successor (2) the development potential successor, (3) the involvement of potential 
successor in the family business. 
 

LITERATURE REVIEW 
 

Family and business are two different things. The family as a system is more emotional 
because united by bonds that influence in business. Business as systems based on job 
market-oriented and take the opportunity of any changes. With each of these characteristics, 
it is not easy to combine these two systems into a harmonious and profitable alloy (Susanto, 
2005). 
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Family company is a phenomenon in the business world. In addition to numerous, the 
company has contributed to the family income countries (Susanto, 2005). A successful family 
company is a company that is able to accommodate changing times. Each generation is 
brave and successfully adapts new ideas that are developing. But this can be a conflict-
prone and failure area. The older generation may be reluctant or late to give way or give a 
little confidence to new ideas from the younger generation (Gordon and Nicholson, 2008). 

Many first-generation family company successfully through the early development 
stages of the business life to grow and to develop flexible with high diligence effort in a 
turbulent environment. The ability to maintain a balance between flexibility and control is 
generally not owned by the second generation or the next generation, because families of 
the next generation are usually not involved in the struggle to maintain the survival of the 
company by their parents (Hartanto, 2009). 

Family businesses face major threats that the threat from within: succession 
management. The founder of the family business must plan for succession before they retire 
(Zimmerer and Scarborough, 2008). Family business has a philosophy that is respecting the 
early generation (founders) in terms of the decision to give a baton to the choosen 
generation (Tjondrorahardja, 2004). 

Succession in family company in a strategic position, especially in maintaining the 
viability of the company. Not many family companies can survive until the third generation 
and so on, it requires careful succession planning. The success of the succession has a 
relationship with the family company performance (Wahjono, 2009). 

In general, the succession step consists of three stages; 1). Transferring knowledge 
and networking and develop the right attitude; 2). Transferring charisma and began utilizing 
owned networks; 3). Develop skills, charisma and reputation. Effective succession in the 
family company is to plan for succession as early as possible by involving family members 
and provide options for the next generation to join or not within the company (Susilo, 2006). 

To preserve the continuity of the company, it need to be planned succession process, 
so that the process can run well, it is necessary to follow some succession planning 
(Soegoto, 2009): 

1. Provide sufficient time or initiate early succession process; 
2. Using a family business consultant to create a succession plan that estimates the 

value of the company; 
3. Evaluate the feasibility of the beneficiaries of succession; 
4. Ensure successors have the skills and motivation to continue doing business; 
5. Provide a transition period for a potential successor to learn the business; 
6. Consider the employee stock option plans (ESOP) for management succession; 
7. Establish and keep dates for completion of the transition. 

 
METHODS OF RESEARCH 

 
The study was conducted in Darussalam and Kuta Baro sub-district in Aceh Besar 

District. The study was conducted by census method, in the rice milling industry. Of the total 
24 rice milling companies, two of which were not family businesses, and 7 family businesses 
refused to be used as subjects in this study, so the total research subjects were 15 family 
businesses. But in the research process of 15 family companies, only 8 family companies 
have had a successor to the family business. The number of family business successors as 
much as 12 potential successor. 

The design of study is qualitative method and data collection in this study by 
conducting interviews with the owners of the family business, a list of questions for the 
interview had been developed previously, the authors also have a short conversation . The 
findings in this study were discussed descriptively, therefore the results in this study cannot 
be generalized for other family businesses. 

Data processing is done by calculating the percentage of the number of answers given 
by respondents, and then drawing conclusions based on the number of percentages 
obtained based on: 
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Determine Range (R): 
 

R = Biggest data - Smallest data = 100 - 0 = 100 
 

Determine how many classes to be made (K): 
 

K = 1 + 3.33 log N 
K = 1 + 3.33 log 12 = 4.59 = 4 

 
Where: K = a lot of classes that will be made N = number of data or potential successor. 

Determine the interval length of the class (I): 
 

I = R / K = 100/4 = 25 

 
Where: I = Interval class; R = Range; K = Many classes will be made. 

Based on these calculations, then the criteria for evaluating the stages of the 
succession process carried out by successor’s candidate are: 
 

100% = all of them 
76% - 99.99% = almost all 

51% – 75% = mostly 
26% - 50% = fraction 
1% -25% = at least 

0 = no one 

 
Draw conclusions based on the number of scores obtained at each stage of the 

succession process: 
 

K = 1 + 3.33 log N 

 
Where: N = number of stages of the succession process; K = 1 + 3.33 log 3 = 2.58 = 2; 
I = 100/2 = 50. 

Based on these calculations, it can be concluded that the succession process carried 
out in the family business are: a. ≤ 50% means the prospective successor is not ready to 
replace the founder or manager as the family business leader; b. > 50% means the 
candidate for successor is ready to replace the founder or manager as the family business 
leader. 
 

RESULTS AND DISCUSSION 
 

Characteristics of Family Business of the Rice Mill Industry in Aceh Besar. Almost all 
the family businesses of the rice milling industry were managed by men. However, in this 
study there was one company managed by women. This thing shows that if given the 
opportunity or trust, women are also able to manage and become family business leaders. 
Although for the rice mill industry sector men are more prioritized to become business 
leaders. 

Characteristics of family business of rice milling industry in Aceh Besar differentiated by 
category of business, years of existence, the old business, the use of the workforce, the 
production of rice and net income. There are three scales of business in the rice milling 
industry; (1) small or rice production 0.1-0.3 tons / hour (2) medium or rice production 0.3-0.7 
tons / hour and (3) large or rice production> 7 tons / hour. 

Succession process. The succession process in this study consists of three stages, 
namely (1) determining the criteria for candidate successors (2) developing prospective 
successors, (3) the involvement of potential successors in the family business. 
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Determination of criteria for prospective successors. Susanto (2005) states that 
prospective successors must have ACE MAN criteria or acceptable, charismatic, energic, 
managing, achieving and networking. 
 

Table 1 – Determination of criteria for prospective family business successors 
 

 

Source; primary data processed (2018). 

 
In order to determine a successor candidate criteria, almost all potential successor or 

90.27% have acceptable criteria, charismatic, energetic, managing, Achieving dam 
networking. On the acceptable criteria, all potential successors are able to accept criticism 
directed at them regarding family business management. They all also able to listen to the 
opinions both from the family and from business partners (customers and suppliers of raw 
materials). The criticism given by ordinary families regarding (1) customer service (2) 
maintaining product quality or quality. 

Development of potential successors. The development of candidate successors is 
carried out through three stages, namely; (1) education, (2) transfer of knowledge, and (3) an 
experience outside of the family company. 
 

Table 2 – Development of successors 
 

Development Activities Successors Candidate 

 
1 2 3 4 5 6 7 8 9 10 11 12 

Education             
Transfer of knowledge             
An experience outside of the family business X X X X X X X X  X X X 
Percentage, % 66,67 66,67 66,67 66,67 66,67 66,67 66,67 66,67% 100 66,67 66,67 66,67 
Average 69,44% 

 

Source; primary data processed (2018). 

 
All successors’ candidate gain development through education and knowledge transfer. 

Only a fraction of a successor has experience outside of the family company. It can be 
concluded that most or 69.44% keluaga founder or business leader to develop the candidate 
of successor. 

In this study prospective successors are involved in activities (1) decision making 
process (2) giving responsibility and (3) building cooperation. 
 

Table 3 – The involvement of potential successors in the family business 
 

Involvement in Matter Successors Candidate 

 
1 2 3 4 5 6 7 8 9 10 11 12 

Decision-making process             
Giving responsibility for the company's operational activities 
Purchase of grain             
The drying of grain   X X     X    
Operation of the machine   X X   X X X  X  
Packaging   X X X X   X    
Marketing             
Administration     X X X X X    
c. build partnership         X  X  
Percentage 100 100 62,5 62,5 75 75 75 75 12,5 100 62,5 100 
Average 75% 

 

Source: primary data processed (2018). 

Criteria 
Successors Candidate 
1 2 3 4 5 6 7 8 9 10 11 12 

Acceptable             
Charismatic          X X  
Energic        X  X X  
Managing           X  
Achieving             
Networking           X  
Percentage 100% 100% 100% 100% 100% 100% 100% 83,33% 100% 66,67% 33,33% 100% 
Average 90,27% 
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A total of 75% or most successor’s candidate engaged in business activities, such as 
the decision-making process, giving them responsibility in the company's operations and 
build cooperation. 

Collaboration built by prospective successors namely; (1) cooperation with raw material 
suppliers and (2) cooperation with permanent customers. Collaboration with raw material 
suppliers is usually carried out during each rice harvest season. This means that they make 
large-scale purchases to meet the supply of raw materials until the next rice harvest season. 
In an effort to collaborate with regular customers, prospective successors usually provide 
convenience in completing payment transactions and product delivery in a timely manner 
according to customer demand. 
 

����������� �������� =
����� 1 + ����� 2 + ����� 3

3
 = 78,90% 

 
So, the percentages obtained was 78.90%, this results is >50%, indicate that the 

successor is ready to replace the founder or manager as a family business leader. 
 

CONCLUSION 
 

There are three stages of the succession process followed by the successor of the 
family business in the rice milling industry in Aceh Besar district, while those that can be 
concluded from these stages are; (1) At the stage of determining the criteria for candidate 
successors, almost all or 92.27% of candidates for successor have criteria acceptable, 
charismatic, energic, managing, achieving and networking; (2)At the stage of developing a 
successor, 69.44% or most of family business leaders develop a candidate of successor and 
(3) At the stage of involvement in the family business, 75% or most of prospective 
successors are involved in every business activity. So that the percentages of succession 
process are78.90%, this results >50%, indicate that the successor is ready to replace the 
founder or manager as a family business leader 

This study is expected to contribute for development of knowledge about family 
business in Indonesia and to be references about family business in Indonesia which is very 
limited. 
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