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Abstract

Many people in Indonesia make the decision to open a business, especially on small and medium scales.
The decision to have a business is certainly motivated by various factors. Using household survey data
from the fifth Indonesia Family Life Survey, this study aims to analyze the factors driving Indonesia’s
household decisions to open an agricultural business. The data in this study is cross-section with the
logistic regression method. The findings of this study indicate that a person's decision to open an
agricultural business is strongly driven by hereditary factors from their parents. In addition, the length
of a person's education level tends to reduce a person's probability of opening an agricultural business.
Other factors influencing the decision to open an agricultural business are ethnicity, gender, marital
status, age, and area of residence. Meanwhile, the large number of family members was not found to
have an effect on a person's decision to open an agricultural business.
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INTRODUCTION

Entrepreneurship has a key role in the development of emerging economies, especially in
developing countries (Bruton et al., 2008). Entrepreneurship has great potential to reduce poverty (Vial
& Hanoteau, 2015). The sustainability of the entrepreneurial climate also depends on the growth of new
entrepreneurs who will continue the entrepreneurship that has been built. Various characteristics in
developing countries make a process in the formation of entrepreneurial values (Welter & Smallbone,
2011).

The results of the World Economic Forum survey stated that youth aged 15-35 years who are
pioneering as entrepreneurs in the future reached 35.5%. Entrepreneurship has a role in improving the
survival of the community so as to encourage the government to formulate policy programs (Nuti &
Ariton, 2011; Rusu & Roman, 2017). Entrepreneurship also provides an increase in growth and can become
a driver of innovation and change, including in knowledge (Carree & Thurik, 2010). Someone carrying
out entrepreneurial activities is based on several factors such as economics, culture, institutions, and
technology (Aparicio et al., 2016; Chowdhury et al., 2015; Rusu & Roman, 2017; van Stel et al., 2007).
Individuals with high skills prefer to become entrepreneurs, while those with lower skills choose to
become wage workers (Lucas, 1978).

In addition, intergenerational entrepreneurship is influenced by internal and external factors
(GiSeung, 2008). Internal factors are innate factors that come from within the individual itself, while
external factors are factors that influence from outside a person or non-innate influences. The internal
factors that will influence the existence of intergenerational entrepreneurship are personality and family
circumstances (GiSeung, 2008). Often a business that is managed from generation to generation
increases the probability that a child in the future will have the drive to become an entrepreneur.

Genetic factors can influence a person's tendency to engage in entrepreneurship (Zhang & Arvey,
2009). Meanwhile, external factors including technological developments, economy, demographics,
culture, and institutions are the determinants of entrepreneurship (Giannetti & Simonov, 2011; Wennekers
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et al., 2005). Social environmental factors such as religion, the entrepreneur's social status, place of
residence, and ethnicity influence the determinants of one's entrepreneurship. The level of education,
migration experience in the family, and environmental conditions such as existing social capital also
affect a person's decision to become an entrepreneur (GiSeung, 2008).

LITERATURE REVIEW

Several empirical studies on the identification of entrepreneurship in a country have been carried
out. In an empirical study conducted on the determinants of entrepreneurial activity in European
countries, it was found that certain economic, institutional, and demographic factors had a significant
impact on a person’'s attitude and activity in entrepreneurship (Bosma & Schutjens, 2011). Technological
developments, the existence of financial institutions, population, and economic growth are important
factors that influence entrepreneurial activity (Albulescu & Tamaisild, 2014; Sayed & Slimane, 2014).

There is a relationship between culture and entrepreneurship (Sutanto & Nurrachman, 2018).
However, (Nagler & Naudé, 2017) found that entrepreneurship or businesses in rural farm households did
not last long enough to operate due to a lack of profitability, finances, and economic shocks. In
entrepreneurship, family background factors influence a person to choose to become an entrepreneur
(Sasu & Sasu, 2015). The probability of the choice for entrepreneurship tends to be higher for men because
of the monetary rewards received than for women who are more concerned with aspects of life.

In entrepreneurship research, the point of view of transmitting entrepreneurship between
generations from parents to children is not just a parent's business which is then managed by their
children, but (Criaco et al., 2017) shows the transmission of entrepreneurship from another point of
view. The existence of self-concept is transmitted from parents to children (Crocetti et al., 2016) also
exposure and social comparison mechanisms contribute to entrepreneurial decisions (Criaco et al.,
2017).

Parents are role models for children in their decisions and openness to being self-employed
(Chlosta et al., 2012). Even (Chlosta et al., 2012; Greene et al., 2013) found that personal stereotypes
held by girls, such as marriage, parents and education, influenced women's propensity towards
entrepreneurial activity, and that entrepreneurial mothers significantly influenced their daughters to
become self-employed.

In Brazil, intergenerational influences a person to continue his parents' business (Pessotto et al.,
2019). Parents who own an agricultural business will encourage their future successors to take active
steps to continue their agricultural business. In addition, it is reinforced by the study of (Hopp et al.,
2019) that entrepreneurial parents inspire their children to continue entrepreneurship which requires
control of social interactions between parents and children. The entrepreneurial intention between
generations depends on the intensity of parental socialization with their children, such as sharing
experiences and forming entrepreneurial attitudes toward children.

Through business growth in Indonesia, the economy will improve and reduce the unemployment
rate. For this reason, it is necessary to know what factors drive the decision to open a business by
capturing the behavior patterns of people in Indonesia and analyzing whether there is a role from the
background of their parents who may be an entrepreneur. Thus, this study aims to analyze various factors
that influence entrepreneurial behavior in households, especially in educational background and the
possibility of hereditary factors from their parents.

RESEARCH METHOD

This study uses secondary data sourced from the fifth Indonesian Family Life Survey (IFLS).
IFLS is a large-scale household and community survey covering the living conditions of people in a
number of provinces in Indonesia. In this study, it will be observed that household entrepreneurship may
be influenced by various factors, where the researcher limits the unit of analysis to the head of the
household. In this study, because the unit of analysis is the head of the household in Indonesia, some of
the independent variables that will be observed focus more on the head of the household, such as
education, ethnicity, gender, marital status, and age. As a representation of the research to be carried
out, below is an equation model of agricultural business ownership status:



AB; = o + B1Par_AB; + ,Educ; + f3Ethnic; + fyMarstat + BsGender; + BgAge; + B;Rural;
+ BgNumhh; + ¢,

with, AB as the dependent variable which is a dummy agricultural business ownership. Several other
dummy variables, such as Par_AB which is the ownership status of the parent's agricultural business,
Ethnic which is a dummy for Javanese or non-Javanese, Marstat which is a dummy 1 for
married/similar status and O for single status, Gender which is the gender of the head of the household
with v with a value of 1 if male and O if female and Rural is the area of residence whether 1 for rural
and O for urban areas.

For subsequent variables such as Age which is a continuous variable of the age of the head of
household, the Educ variable is the length of time education taken by the head of household, and the
variable Numhh is the number of household members. This study uses cross-sectional data and because
the model is to be observed as a dependent in the form of a dummy variable, then this study will use a
logistic regression model with a marginal effect to see how much influence the factors have on the
determining factor in encouraging the head of the household to do entrepreneurship in agriculture.

RESULTS AND DISCUSSION

In the previous methodology section, the variables that will be used in this study were defined.
After collecting the required data, the number of observations obtained is 4861 households in Indonesia.
Based on Table 1, the average length of education for the head of household is 10 years or similar to the
level of the first year of high school. However, there is one head of household who has the highest
education level of 23 years or similar to a doctoral program.

Table 1. Descriptive Statistics

Variable Mean SD Min. Max.
Age 27.46 7.34 15 57
Length of 10.27 3.45 0 23
education
Number of 4.37 2.03 1 15
hh. members
Marital 0.59 0.49 0 1
status
Agricultural 0.08 0.27 0 1
business
ownership
Parents own 0.63 0.48 0 1
a farming
business
Ethnic group 0.46 0.50 0 1
Gender 0.59 0.49 0 1
Area 0.43 0.49 0 1

Source: Data Processed Using STATA (2022)

In this study, the average age of the head of the household was 27 years old and the oldest age
was 57 years. For household characteristics, namely the number of household members, there are five
households that have 15 members, while the average number of household members in this study is 4
people. Of the 4861 households, 92.3 percent of households work or have businesses in the non-
agricultural sector, while the remaining 7.7 percent of households work or have businesses in the
agricultural sector.

In Figure 1, more than 50 percent of households live in urban areas, while 43 percent live in
rural areas. Furthermore, Table 2 describes the characteristics of households based on the area where
they live. Households that have more agricultural businesses live in rural areas than in urban areas. There
are 306 households with agricultural businesses and live in rural areas, while 66 households with
agricultural businesses live in urban areas.



Most of the rural and urban communities do not own an agricultural business (more than 80
percent). More than 50 percent of households in both rural and urban areas have parents who own an
agricultural business. It can be seen in Table 2 that almost 55 percent of elderly people living in urban
areas own an agricultural business. This indicates that although in general, the parents who own an
agricultural business live in rural areas, it turns out that more than half of those who live in urban areas
also have an agricultural business.

Urban;
57,44%

Figure 1. Percentage of Households by Area

Households in this study were grouped into two ethnic groups: Javanese and non-Javanese. Based on
Table 2 above, 45 percent of urban households are Javanese, while more than half are non-Javanese.
This condition is not much different from that in rural areas where more than half of the households
living in rural areas are non-Javanese. Furthermore, in this study, 60 percent of the participating
households were male, and most of them were married or had been married.

Based on the results shown in Table 3, the agricultural business owned by households in
Indonesia is influenced by various factors, one of which is the background of the parent's business.
Parents who own an agricultural business as observed in this study can influence their children to also
have their own business. This result is in line with (GiSeung, 2008) (Zhang & Arvey, 2009), (Sasu & Sasu,
2015) that family background or genetic factors can affect a person's tendency to become an
entrepreneur. The contribution of parents' business background to children's decision to become
entrepreneurs is 0.079 points (model 1) with a significance level of 1% (p < 0.01).

Table 2. Household Characteristics Based on Residential Area

Urban Rural
Agricultural business
No 97.6 % 85.2%
Yes 2.4% 14.8 %
Parents own a farming business
No 45.1% 26 %
Yes 54.9 % 74 %
Ethnic Group
Non-Javanese 54.7 % 52.3%
Javanese 453 % 477 %
Marital status
Single 44.7% 35. %
Married 55.3 % 65 %
Gender
Female 40.6 % 40.7%
Male 59.4 % 59.3%

Source: Data Processed Using STATA (2022)



However, if the factor of the length of education is involved, then the contribution of parents' business
background to the probability of a child having an agricultural business is 0.076 points with a
significance level of 1% (model 2). This means that there is a strong influence between the background
of the parents on the child's agricultural business ownership decision. Based on the results of Table 3, it
can be seen that a person's decision to own an agricultural business is influenced by his parents who also
own/have owned an agricultural business, so this proves the possibility of a hereditary business ability
factor. Entrepreneurial parents are able to inspire their children to continue their businesses.

Furthermore, in model 2 not only the parents’ business background, but the individual's
educational background also contributes to the decision to own an agricultural business. It can be seen
in model 2 that there is a unidirectional relationship between the length of education and ownership of
agricultural businesses, and this result is in line with (GiSeung, 2008). The results with a significance
level of 1% (p<0.01) indicate that the longer the education taken by each individual will reduce the
probability of owning an agricultural business. In this case, most individuals who have higher education
generally prefer to work in companies or have businesses in non-agricultural fields.

In this study, model 3 shows that there are several other control variables such as marital status,
ethnicity, gender, age, area of residence, and the number of family members analyzed for their influence
on agricultural business ownership. Model 3 shows that ethnicity, marital status, gender, age, and area

of residence are factors that determine ownership of agricultural businesses.
Table 3. Result of Logistic Regression Analysis with Marginal Effect

Variable Model 1 Model 2 Model 3

(Dependent:

Agricultural

business

ownership)

Parentsown  0.0799***  (.0759*** 0.0386***

a farming (0.0103) (0.0101) (0.00916)

business

Length of -0.00966***  -0.00499***

education (0.00102) (0.000972)

Ethnic group -0.0157**
(0.00725)

Marital 0.0621***

status (00112)

Gender 0.0813***
(0.00849)

Age 0.00273***
(0.000577)

Area 0.108***
(0.00888)

Number of -0.00158

household (000183)

members

N 4861 4861 4861

*p<0.1, **p<0.05, ***p<0.01
Source: Data Processed Using STATA (2022)

This result is in line with (Giannetti & Simonov, 2011; Wennekers et al., 2005) who stated that external factors
including demographics and culture are the determinants of entrepreneurship. The result of the analysis
of the ethnic variable shows that the Javanese have a lower probability of owning an agricultural
business than the non-Javanese. With a significance level of 5% (p<0.05), people with Javanese ethnicity
who own an agricultural business have a lower probability of 0.015 than people with non-Javanese
ethnic groups. Based on the characteristics described in Table 2, it also shows that the proportion of
non-Javanese households is greater than the Javanese.



In Indonesia, people who are involved in farming tend to be those who are already married. This
is as shown in the results of research model 3 which proves that people who are married or have been
married have a higher probability of owning a business in the agricultural sector than people who are
not married. The results of the analysis also show that farming is usually carried out by people who are
older than young people. In addition, the probability of agricultural business being carried out by men
is greater than that of women. Residence in rural areas can also influence the decision to own or operate
an agricultural business.

Households inhabited by many people will have an impact on increasing needs. This study
shows that when there is one additional household member, it will increase the probability of the head
of the household running an agricultural business but this result is not proven to be significant at all
levels of confidence. Thus, from Table 3 the results of the analysis of this agricultural business model
are broadly determined by the business background of parents, ethnicity, marital status, education, area
of residence, age, and gender

CONCLUSION

Motivation in opening or owning a business is basically influenced by many factors.
Environmental, social, economic and even family can trigger someone to have their own business.
People who live in rural areas have a fairly good environment and adequate land for agriculture, so that
rural communities can take advantage of this to have an agricultural business. But not only that, rural
communities usually have limited access to the city due to long distances and limited transportation.

In this study, the authors observe that the majority of observations are in urban areas. The
findings of this study conclude that a person's motivation to open an agricultural business is motivated
by determining factors such as the background of his parents' agricultural business, length of education,
ethnicity, marital status, gender, age, and area of residence. The findings of this study are quite
interesting where there are hereditary factors that come from their parents in opening an agricultural
business. The owner of the agricultural business is not always a farmer who works on his own
agricultural land, but the owner of the business makes his agricultural business an investment. Thus, this
research as a whole concludes that there are quite a number of factors that can encourage a person to
have a business either because of internal factors or because they are influenced by external factors.
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