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Abstract

The issue of succession is important news if there is a generation that involved more than one
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man. Of course, the possibility of dispute occurs as a result of the difference in the
perspective of the successor generation when running the business. The proposed research
aims to demonstrate how the process of succession in the family business with Strategic
Collaboration Models (SCM). This research includes descriptive qualitative research. The
data will be collected with the interview and selection of informants using the purposive
sampling technique. In this proposed research, the informants are the founder generation that
including family business leaders and potential successor. The result of this research is
expected to explain the process of succession through strategic collaboration model. Three
phases need to be addressed when the process of succession already from input, process, and
output. The input stage is more advancing in training, guidance and direction program for the
successor generation. In the process, stages explain how the founder generation can identify
the interest and talents of the successor generation. This case is aimed to know whether the
business existence related to interest and talent for the successor generations. In output stage
will explain how the founder generation and the successor ability to calculate about how
much financing required to build a new business. In the family business allows a conflict, so
it necessary anticipates with how about the existence of an agreement can separate the
business from the founder generation with the business from the successor.

Keywords: Family business leader, Successor, Succession, Conflict, Strategic collaboration
model
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1. Introduction

In a note by Poza (2013) revealed that 64 percent of GDP in the United States is a significant
contribution from the family business. While in the other countries the number reached 75
percent of GDP. The contribution value of the family business in the world contribute
between 80%-98% of GDP. The family business has been able to accommodate more than 85
percent of the workers in the world. This data in line with the statement from the Shepherd
(2000) who described that the family business has proven supporting economic in the world.
Although, the operation of the family business is more complicated than the outside of the
family business.

The family company often has a problem in the management of succession when the business
founder or management from the current generation has been managing the family business
and they almost near retired. If the generation afterward took over management, there is a
possibility that there is a gap between the ownership and controllable the business with skills
required and working to sustain the company as responsible for their family (Moores, &
Barrett, 2002). Succession planning allows finding the knowledge related to the business
details. The knowledge of successor can assist the successor to implement the leadership
model in the business (Lipman, 2010).

The development of a family business is unfree from the influence of the leadership
succession, that will be conducted with each generation as well. Moreover, there is the
engagement of two or more generations in the business. It showed the implementation of the
dynamic interaction in a family, but it had an impact on the decision making (Hess, 2006).
The process of succession can be mentioned a complicated situation. As a result of the
difference in the viewpoint when managing a business. There are the differences in the vision
and mission as well as character of the successor generation in the family business. Even De
Massis (2008) asserts that the mistake in managing the family business can generate a
conflict due to mismatch, misunderstanding when they felt the situation is unfair treatment.
Such conflict is also called relation factors conflict. The conflict becomes the obstacles in the
process of succession from the family business.

2. Literature Review
Hoover & Hoover (2013) stated three elements influence in the family business, namely:
1) Family

The family business success is measured in the sense of harmony, unity, and development of
the individual who is pleased with regard substantial and positive.

2) Business

The entities of economic where the success is not measured by self-esteem and interpersonal
pleasure of the individual, but in productivity and professionalism. So the primary measure of
a person lies in contributing to the strategy implementation, achieve the target and the
company'’s profitability.
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3) Ownership

Based on the role of a person for investment, minimize risk, as the company representative to
make a deal with the other party.

Succession management transferred in business process from the founder generation to the
successors. The family business success needs to management transfer. Therefore, succession
is a critical phase and it determines to continuity in a family business. On the other hand,
succession is a sensitive theme to anticipate a conflict and disorder in a family business.
Succession is a problem that needs to an analysis in the various perspectives such as the
perspective of the family, management and the owner. The comprehensivity to understand
precisely the different interest from owners or stakeholders (Brockhaus, 2004). Besides, the
succession plan means to identify the critical management position. It started from the level
of project manager and supervisor to expand the highest position in a company. The family
company must have succession plan where the company must be able to determine the timing
to make a plan and implement succession. In the study of Ismail (2009) explained that the
experts highlighted the process of succession planning in family business. The factors must
pay attention in the process of succession: 1) How the level of readiness for the business
successors; 2) How the level of a harmony in family relationships: 3) How they make plan
and control in an activity. The successor generation must be trained communication skills
before they forward business. Therefore it is a crucial chain to be a better communicator so
that the relationship among the successor generation is still established. Fishman (2008)
emphasizes the importance of the value of communication and comprehensiveness in an
election process by the successor to avoid a conflict in the family business (Mutunga &
Gachunga, 2013). A business must have a clear purpose and plan to maintain the
sustainability of business survival. There are five steps in planning for the success of the
highlighted by Grassi Jr & Giarmarco (2008):

e Determine the long-term goal of the company owner.

e Design the financial needs to ensure the financial security.

e Determine who will manage the business and develop the management team.
e Determine who will own the businesses have similar interests.

e Minimize income tax and the appropriate ownership plan.

The implementation of succession plan depends on the process of selecting and the process of
preparing the successor. The process of selecting the successor related to the value of
communication and objectivity. While the process of the preparing the successor addressed
about the Successor Development Program and allowance from the previous Family Business
Leader (Fishman, 2008). The values are in the process of selecting the successor is as
follows:

1) Communicative

The primary value in selecting the successor is always communication about a succession
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plan for family members and the parties concerned as early as possible and sensitive reactions
may arise within the family members.

2) Objective

Family Business Leader must conduct the election successor related to identify the necessary
factors to run a business effectively. These factors are as follows:

e Passion

e Competency

e Aptitude
e Vision
e Empathy

After the selection process, successor Fishman (2008) emphasized that the value of variables
and indicators as follows:

1) Successor Development Program

Family Business Leader needs to have Successor Development Plan to avoid the feeling that
appears as a result of power shift. In the Successor Development Plan, Family Business
Leader highlighted three things which much be transferred namely:

a. Transfer of Wisdom
b. Transfer of Responsibility
c. Transfer of Authority

Successor Development Plan must have a benchmark in the process of the skills development
and experience that includes various fields in the company. Family Business leaders can show
the purpose and plan that will be reached in the process of the development of the skills and
experience to the successor.

2) Allowance from Previous Family Business Leader
It can be seen from the following indicators:

a. There is the announcement of the plan back from the Family Business Leader after a plan
of succession.

b. There is the willingness of Family Business Leaders to hand over the authority that
belonged to the successor.

c. There is the readiness of the Family Business Leaders to tolerate successor failure in the
learning process.

Casillas & Moreno (2007) states that the potential successor will be better if given the
opportunity to work on an essential part of the family business. The potential successor will
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have an experience for a continuation of their business activities.

One of the strategies in the process of succession that combines mentoring as an essential
mechanism to build and develop leadership and succession in the family businesses which
called Strategic Collaboration Model (SCM). The stage in SCM model refers Haynes (2008)
consists of several stages, preconditions, strategic collaboration team, interpersonal skills
training, strategic collaboration contract, discovery, dream, design, and delivery.

=  Preconditions

The objective is to ensure the condition of the company's resources. At this stage identified
the necessary support to prepare the successor generation to become a leader in business. It
provided in term form of capital. The capital was given to build a different business. Also,
another support is instruction in technical and non-technical. Business redirection adjusted
with the portion of the field and business that will be controlled. Such as how to face the
question of the business, how working method leader, how to overcome the employees, who
do not work in line with the vision and mission of the company, how should leaders
responsible, how should be and how to deal with the client. In the simple, the function of this
instruction is to make the successor of the candidates can do something by what is desired
and what they should be doing. The company can deliver the consultant in the process of the
training to the candidates for the successor of the business.

= Strategic Collaboration Team
Teaching and Coaching Founder Successor

The stage where the management of the founder of assisting the successor to align the vision
and mission that will be embraced. This phase is conducted through the program coaching,
mentoring and training and it aims to ensure the potential business leaders who have skills
and competencies necessary for the family business.

Successor want to build career

Successor wants to build a new business which is different business based on their view that
will be developed, and it has the bright prospects.

= Interpersonal Skills Training
Active listening

Active listening is one of the interpersonal skills. It does not only focus on the speakers, but it
shows the verbal and non-verbal signal. Active listening is the main characteristics of a leader
that affect a person has a good listening skill and his attitude in delivering the message. It
aims to build relationships and illustrates that the leader is the one who appreciates prating
opponents.

Communication

The frequency of communication determines how to do well the relationship between family
members (Aronoff & Ward, 1993). The family will provide the ideas and suggestions that
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will build and bring the company in a better direction. Leaders and communication are the
two things related to one another. Business leaders must have ability communication, and
they can coordinate with the members. The ability to communicate effectively is one of the
essential aspects of leadership qualities.

Feedback

Good communication related to feedback. Feedback is information about the behavior of the
past but delivered at this time, and it is possible to affect behavior at the time to come. The
leader must have the skills of feedback is due, without any feedback from the leader, then
employees cannot reflect, change, and learn something in work. Family business leaders will
teach the candidates for the successor of how to give feedback to the subordinate.

Managing Conflict

The conflict that happened in a company must be solved because it will give an enormous
impact on the success of the company (Morris et al., 1997). After the process of succession, it
is essential to see the state of family relationships in the company, whether a conflict occurs
between the new leaders with other family members in the company.

The family business leader will give the direction of how a leader to seek solutions to resolve
the conflict through both instinct or the soul of his leadership. How is the attitude that must
be done by the leader when conflicts occur within the organization, what the most appropriate
strategy to resolve the conflict.

= Strategic Collaboration Contract
The responsibilities of team members

The responsibility of the founder and the successor was the main things. Especially a leader
can show a good attitude to the officials in carrying out their duties. The successor of the
candidates can be responsible for the work of the given diligent and able to be a good leader
must complete in all work field.

Commitment regular meeting

Regular meetings between founders and successors of each month aimed at evaluating the
performance of the successor and feedback from the founder. The founders of the business
can directly evaluate and advise on what the shortage of successors. Conversely when the
successor generation had trouble can directly ask the business founder.

= Discovery

This stage is part of the most important of the process of succession plan on family business.
This phase is to find what interesting candidates for the successor of the communication
results from family business leader to a potential successor.

=  Dream

A dream is an important step in the process of succession plan on family business. This step
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is done by knowing the talent and the interest of potential successor. After knowing the talent
and interest, they will identify the business prospects and suitable for the successor
generation.

= Design

The stage where the level of a dream has determined the business design. The purpose is all
plan, and target can be achieved by the desired.

= Delivery

This stage is to establish and provide mentoring, planning and training in business. The role
of the family business leader is to assist in building a new business relationship with the
financing required, the number of employees will be used, the suitable for the business
location.

3. Methods

The research will be used a descriptive qualitative research which aims to analyze data with
how to describe or illustrate data has been appropriately collected without intending to
conclude generalizations. The researcher chose the descriptive qualitative research due to will
know and obtain the valid information related to research topic (Sugiyono, 2013). The subject
of this research is the Family Business Leaders in plantation company, North Sumatera. In
this research, researchers determine the informers by using the purposive sampling method
which means the sampling data source using certain considerations. The data source from a
semi-structured interview to informers from the family-own company. Thus the authors
collected data will be more able to capture the phenomenon holistically. The test of validity
data using triangulation, which means the author check data obtained from several sources
(Azwar, 1998).

4. Discussion
The process of succession in the family business has a potential conflict which includes:
4.1 Conflicts in Parent-child Relationship

In succession plan, the quality of the relationship between the leader and the potential
successor needed. The relationship between the family business leader with a succession of
research will be arranged which is unexpected to lead to conflicts between the family
business leader and the potential successor. The family conflict is bound to happen when the
process of succession. This case is possible due to the vision and mission of the successor
generation do not in line with the founder or initial generation. Founder generation should be
aware that the process of succession enables a conflict due to a gap generations, it causes
different of ideas, methods, and perspectives. Efforts to resolve the conflict is to prove and
convince the founder generation that the successor will be running any business without
abandoning the values that have been built by the founder generation. Manage our business
responsibly by the vision and mission of the company, despite the need for improvement or
renewal of the system to more effectively and efficiently. Business succession can run the
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business activities by adding new ideas creatively. Another conflict can occur in the process
of succession are mentioned conflicts among family members.

4.2 Conflicts among Family Members

The smoothness of the succession process affect by how harmonious relationship in the
family. Conflicts between family members occur because of rivalry between the brothers and
the result of multiple leadership within the company. The conflict between successors may
occur due to problems at work and outside of work. In addressing existing conflicts, needed a
few things such as openness, a maturity of each generation successor. The main strength of
the family business is how close kinship and communication exists in developing the family
business. De Massis et al. (2009) suggested that a conflict between the successor can be
avoided with separate the business between the founder generation and the successor.

5. Conclusion

The process of succession using strategic collaboration models to avoid conflicts between the
founder generation and the successor generation in the family business. The process of
succession within the business separation that will be carried out in several stages:

5.1 Preconditions

The input stage is an implementation of the succession, the predetermined conditions
resources, and support of the company. The potential successor provided with capital and
adequate resources

5.2 Strategic Collaboration Team

The stage which the founder generation to provide training and mentoring to the prospective
successor. In the process of training and mentoring, the family business leader can do directly.
Similarly, succession desires to build their career, where the successor business can choose
according to their interests and talents without pressure.

5.3 Interpersonal Skills Training

The stage is conducted by training activities, related to increasing the interpersonal skills of a
potential successor. Also, training can be done by teaching how to listen actively, how to be a
good communicator, how to give a feedback and methods in managing conflict. Founder
generation can provide direction to the potential successor and engage them in a meeting with
the colleague. Therefore they involve the prospective successor in the process of the
decision-making and to engage in resolving conflicts.

5.4 Strategic Collaboration Contract

The input stage is a set goal in short-term and long-term, to responsible for carrying out the
routine meetings. The company goals establish a business in the short term, and it includes
the introduction and the internal company restructuring. The long-term goals are the
company’s business scale in expansion and development of business. The routine meeting
aims to evaluate and provide advice directly to the business successor.
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5.5 Discovery, Dream, Design

This stage is the process of succession using Strategic Collaboration Model. Discovery; the
founder generation wants to identify the successor’s interests and talents in the business.
Later, dream; the founder generation and the successor generation will discuss the appropriate
to consider the future business opportunities and prospects, as well as the financing needed in
the business. Then, design; the founder generation will design for any business to see the
potential and prospects in business, and the family business leader will support the capital in
business

5.6 Delivery

This stage is output in the process of succession, to build a business in their planning.
Therefore business plan is necessary seen from some financing needed, and the number of
employees will be used and the match location in business.
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