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Introduction:

It has become widely acknowledged during the last decade or so that
large mainstream companies in the UK have adopted a new agenda
for managing people. However, relatively little is know about the im-
pact of this new agenda on small businesses. Moreover, the role of
Human Resource Management (HRM) and ongoing professional de-
velopment in companies of all sizes, and its potential to contribute to
commercial success, is a hotly debated subject. Yet the grounds of the
debate are relatively confined, since research into HRM has generally
been preoccupied with large organisations - and has thus tended to
bypass the Small & Medium Enterprise (SME) sector; comparative
analyses of family and non-family businesses have been even harder
to come by.

Small firms have certainly been neglected in the academic litera-
ture relating to HRM (Bacon et al, 1996), for although SMEs may be
included in HRM survey samples, they are rarely analysed specifically
or separately. A number of themes emerge from even the most cur-
sory assessment of HRM in the SME sector. For example, it is gener-
ally accepted that the larger the company, the more likely it is to pro-
vide training to its staff (Cambridge Small Business Research Centre,
1992; Blackburn, 1990; Creagh, Barrow and Morrow, 2000). In 1994-5
only 36% of SMEs (defined as in this case as establishments with
fewer than 25 employees) provided any training for their employees,
compared with the 78% of medium and large firms that did so (DIEE
1996). There is also evidence that SMEs employing less than 100 peo-
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ple spend significantly less on training than larger firms (Training
Agency 1989: 24-27; OECD, 1991: 153-154). On the one hand SMEs
declare an enthusiasm for training, yet are less likely than other firms
actually to engage in it (Matlay and Hyland 1997:330).

The Importance of Small Firms

In the Northern Ireland economy small firms are a major source of
employment and output. Firms with 50 employees or fewer account
for about 56% of total employment in the private sector, a considera-
bly higher proportion than in the UK overall, where the figure is 48%.
Small manufacturing firms in Northern Ireland represent almost 90%
of all manufacturing units, and account for just under one-third of all
manufacturing employment. Compared to the position in the early
1970s, when small firms provided only 10% of manufacturing em-
ployment, there has clearly been a massive increase in their contri-
bution. (Strategy 2010 DED: 112). The importance of small firms to the
manufacturing sector in Northern Ireland can also be gauged from the
proportion of manufacturing output (Gross Value Added) from firms
with under 50 employees. Figure 1 indicates that such units generate
over 28% of output. The comparable figure for the UK, as a whole is
25%. The greater degree of large scale manufacturing units in other
areas of the UK is also evident from Table 1.

TABLE 1. GROSS VALUE ADDED IN MANUFACTURING: BY EMPLOYEE

SIZE (1999)
Country 1-19 20-49 50-99 100-199 | 200-499 500-999 | 1000+
UK 14.2 10.9 10.8 13.5 20.3 14.0 16.3
England 14.9 11.8 11.2 13.1 20.1 13.0 16.0
Wales 9.4 8.1 8.8 12.9 26.1 16.2 19.7
Scotland 10.9 9.4 9.3 12.0 18.2 22.9 17.2
N Ireland 6.4 11.8 9.9 13.85 20.8 13.1 14.5

This paper examines the findings a large-scale postal survey based
on an adaptation, described as the Small Business Survey (NISBS), of
the Cranfield Network (CRANET) Survey of International Strategic
HRM. The NISBS utilised a sample of 1,369 organisations, representing
every company employing between ten and one hundred people in
Northern Ireland. We will present here what have been identified as
the key issues emerging from the 219 responses received, and pro-
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vide a comparison of practice in the family and non-family divisions of
the SME sector.

Managing People in SMEs

Training in Small Enterprises

A training landscape that was dominated by large national players
and by a corporatist approach until the late 1980s was redesigned un-
der the Conservative government explicitly to try to abolish corpora-
tism and get closer to meeting SME training needs. We believe that
this attempt failed. Crouch et al (1999:132) summed up the Conserva-
tive government's approach as follows:

Rapid and frequent policy change has itself been a policy,
consistent with the emerging British model of placing
maximum emphasis on short-term appraisal of an institu-
tion’s performance. With this has come a concomitant
downgrading of the role of experience and of stable institu-
tions that were likely to be seen as sources of rigidity and
resistance to rapid change.

Most government backed training schemes were, until recently, fo-
cussed on helping the unemployed rather than those already in work.
And employers were of course criticised for using the training
schemes as a source of cheap labour rather than to implement a
genuine commitment to training new staff for their companies: “The
legacy of Youth Training (YT) has for many had the combined effect of
undermining the image of ‘training’ for young people and of
‘schemes’ for employers.” (Vickerstaff, 1998; 218).

The Conservative government provided substantial help for busi-
ness start-ups in the 1980s through the Enterprise Investment Scheme
and the Graduate Enterprise Programme (see Brown 1995). The lack
of clarity in the government's small business policy was criticised by
Storey (1994).

Separating SME provision from unemployment training has slowly
begun, in the form of ‘Modern Apprenticeships’ which are perceived
to be of higher quality than other training routes and will lead to rec-
ognised qualifications.

In the literature on training it is common to distinguish between
firm-specific and general training. It is presumed that firm-specific
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training increases the productivity of employees within the organisa-
tion, but has no value outside the organisation. The provision of firm-
specific training is useful to the organisation, but less useful to the
worker who may not use her/his additional training when leaving the
organisation. In contrast, the provision of general training provides
the worker with knowledge and skills applicable outside the current
organisation and thus provides an incentive to employees to leave the
organisation when the rewards offered outside the organisation is
higher. In other words, the benefits of general training are potentially
external to the organisation. Hence, it would seem, organisations tend
to provide less general training than would be beneficial to society at
large. Consequently, it is argued, governments should stimulate the
provision of general training, which will be beneficial to society. This
argument is even more powerful for small organisations; since their
employees are more likely to leave, this makes the provision of gen-
eral training even less inviting for those employing small numbers of
people.

Ulrich and Lake, (1990: 40), state that the most enduring and the
most difficult thing to achieve is “gaining competitive edge from the
improved organisational capability of people”, ‘organisational capa-
bility’ being “a business’s ability to establish internal structures and
processes that influence its members to create organisational-specific
competencies and thus enable the business to adapt to changing
customer and strategic needs”.

Human Resource Management in Family Owned &
Controlled Firms

As we have noted, HRM has, until recently, been seen as inappropri-
ate — perhaps even irrelevant - for the smaller firm; consequently, lit-
tle research on practices within the small firm sector has been docu-
mented. David Storey (1994) highlights The Bolton Report (1971) as
the first major survey revealing that small firms required different and
specific attention in the areas of employment, trade and industrial
policy. According to Hughes (1989), small firms are more likely than
large ones to take on young people and people without qualifications.
This factor is becoming more relevant today and therefore makes the
study of small firm employment features and HRM practices a neces-
sity if small to medium enterprises (SMEs) are to maximise their
‘competitive edge’ and be brought into the mainstream of HRM prac-
tice.
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Attention has been drawn by several reports (Ward 1987; Leach 1990
& 1994; Dunn 1995; Reid et al, 1999) to the important differences that
often exist between family businesses and non-family businesses. A
significant proportion of SMEs in the UK are family firms, yet Cromie
et al (19958) and Dunn (1995) argue that research into the UK's family
business is in its infancy. Elsewhere, such as in the USA, however, the
field of family business research is maturing. In a comprehensive re-
view of family business literature and publications Desman & Brush
(1991) reported that only 4% of the 202 citations reviewed dealt with
the development of human resources through education and training.

This is an especially sensitive area for family businesses, they
having been frequently criticised for engaging in nepotism and then
failing to provide management training for the family members con-
cerned. Family businesses may be pressured at times to employ,
promote or end employment for close or extended family members. It
is also extremely difficult for a CEO who is a father, mother, sister,
brother, cousin uncle or aunt to deal objectively with family members.
The necessary starting point for these family businesses, therefore, is
to focus of their current HRM practices so as to identify any weak-
nesses that may exist.

This, therefore, underlines the purposes of this survey — which are
twofold: firstly to identify HRM practices within the SME (10-100 em-
ployees) population in Northern Ireland; and secondly to compare
practices between ‘family’ and ‘non-family’ enterprises within the
Northern Ireland SME sector. The survey provides the first truly com-
prehensive examination of HRM practices within SMEs in Northern
Ireland. Additionally, it will set these findings in the context of the
HRM practices identified by both HRM researchers in family and non-
family enterprises.

Current Human Resource Management Issues

Storey (1989) identified that HRM models, whether British or Ameri-
can, commonly assert that employees should be regarded as valued
assets and that there should be an emphasis on commitment, adapt-
ability and consideration of employees as a source of competitive ad-
vantage. Thus, the theory of ‘resourceful humans’ may more accu-
rately be posited. Edwards (1987) and Storey (1989) suggest there is a
need to further understand the role of line managers in operational-
ising HRM. These authors highlight survey evidence suggesting that
personnel/HR managers are not generally involved in matters of
strategic importance, and additionally, it seems they are also not al-
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ways involved in implementation. This lack of involvement at key
stages makes it extremely difficult for them to manage the human re-
source effectively. In the family business setting, where many compa-
nies are dominated by the CEO, the involvement of line managers in
HRM strategy is perhaps even less likely.

A study by Atkinson & Meager (1991) found, perhaps not surpris-
ingly, that the ‘owner-proprietor’ as a distinct managerial position di-
minished slowly with firm size. Following this, the appointment of
specialist managers, (in particular personnel managers) was found
amongst only 12% of the largest firms. These studies suggest that
many of these companies prefer to undertake their own ‘in-house’
training and personnel practices. Huselid (1895) found that extensive
recruitment and training procedures, incentive compensation and
increased employee involvement were associated with higher levels
of turnover, higher productivity and better financial performance.

Current Trends

Minehan (1996) sees a new role for the HRM function, in that eligibility
for government assistance will be further tied to employment and job
creation. In the Northern Ireland context the number of low-skilled
workers in the labour market will focus attention on improving the
quality of the workforce, thus necessitating more emphasis on in-
house training and development programmes, with more interest in
school-to-work programmes and other business-education partner-
ships. Keep (1987) uses statistical evidence to reinforce this argu-
ment, suggesting that Britain is lagging behind in training provision
even at the macro level. He points out that “while leading employers
in West Germany, Japan, and the USA spend up to 3% of turnover per
annum on training, on average employers in Britain spend only
0.15%”. This statistic implies a tough cycle: SMEs have to generate
jobs to get support; to generate jobs requires a competitive edge.
Pfeffer (1998) suggests that the impact on performance is more
pronounced when complementary groups (or ‘bundles’) of HR prac-
tices are used together, and that this conclusion holds good for all or-
ganisations and industries, irrespective of their context. This may be
appealing to the ‘in-house’ SME types; however, Guest (1992) re-
marks that these ideas might be “right enough to be dangerously
wrong”. As shown in Table 2, Pfeffer does identify seven practices of
successful organisations (a reduction from sixteen in his [1994] list).
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TABLE 2. HRM PRACTICES OF SUCCESSFUL FIRMS (AFTER PFEFFER

1994).
Employment security Selective Hiring (Recruitment)
Self-Managed Team/s Sharing of Information
Extensive Training Reduction of Status Differences
High Compensation Contingent on Organisational Performance

A significant problem with the various lists of ‘best practice’ HRM is
that there are inconsistencies between studies, with some ignoring
one factor but including another. For example, despite the impor-
tance attached to employment security by Pfeffer, this is not included
in quite a number of the other lists (e.g. Delaney & Huselid, 1996;
Wood & de Menezes, 1998). Also, ‘best practice’ is largely a wish-list
of descriptors and may seem unreal or unattainable in some SMEs.
Although Pfeffer encourages working with unions, he does not sug-
gest the form that this working relationship should take. However he
argues that, because of improved and open communication, co-
operation with employee representatives can only have positive out-
comes.

Do Family Businesses operate the same HRM policies as
their non-family counterparts?

Family business should be regarded as a special case, regardless of
size, as the long-term commitment of the CEO and family members
involved in management requires a balance to be struck between
management and ownership aspects. Family businesses employing
family members need to address both these aspects. Indeed, due to
the unique organisational structure of the family business, HRM poli-
cies may require greater clarity in the areas separating ownership
and management. Astrachan & Kolenko (1994) suggest that limited
organisational capability may be one key factor contributing to the
short life span of family firms in an increasingly competitive global
market. Cascio (1991) reports that since 2people costs represent ap-
proximately 58% of operating budgets across all US industries, it is
important that there be more research focus on organisational capa-
bility and human resource practices in family businesses”. It should
also be remembered that family firms are the pre-eminent form of
business in the UK as well as the US.
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Taguiri and Davis, (1992); Holland and Boulton, (1984); Beckhard and
Dyer, (1983) identify another special characteristic of family busi-
nesses. They suggest that relationships between the management of
the firm and the family increase the complexity of organisational and
management problems. In particular, Astrachan and Kolenko, (1894)
suggest that this special relationship between family and firm creates
a volatile situation as regards such tasks such as employee selection,
compensation, appraisal and personal development. They also pro-
pose that family businesses (in the US) are more frequent users of
employee reviews, compensation plans, written employee policies,
and written job descriptions than written succession plans or formal
entry requirements for family members. Yet the latter are the very
means by which family recruitment, selection and promotion and ex-
clusion are determined!

Lansberg (1983), again in a US context, emphasises strongly (as
does Ward 1987) that effective management in family businesses re-
quires the establishment of structures and processes which separate
management and ownership. These reduce conflict and can be espe-
cially helpful in the area of HRM - in improving the practices of selec-
tion, compensation and equity, appraisal, training and development,
and promotion. They also establish a firm basis for decision making,
and one that can be understood and adhered to by all employed fam-
ily members. Leon-Guerrero et al (1998) insist that researchers have
not offered enough evidence linking specific practices with the de-
velopment of the family and the business; but the over-arching influ-
ence of family culture on the organisational culture must be stressed.
The stage of evolution of the family business is thought to be of sig-
nificant influence. A family business at a relatively mature develop-
ment point would have greater turnover, more employees, and per-
haps three or more participating family generations, implying ‘family’
could be expected to considerably influence operations. Mintzberg &
Waters (1990) suggest that the formalization of the family business is
an inevitable result of growth. Company growth spurs change in man-
agement practices, transforming the “small, personalized, flexible,
knowledge-based firm into a larger, more formal, economically pow-
erful corporation”. In later stages of firm development, business-
focused practices are increasingly used and are more dependent on
business growth. Leon-Guerrero et al (1998) further hypothesised that
practices, such as formal employee reviews, incentive compensation
plans, written job descriptions, training and career development
plans are utilised more extensively as family businesses grow and
develop.
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Many approaches to strategy begin with defining the mission of the
firm and the development of a mission statement (Harris, Martinez &
Ward 1994). They go on to suggest that the presence of a family mis-
sion statement is the fundamental starting point for strategy formula-
tion, because it sets out the expectations of the owners (who are re-
lated to each other) in terms of their expected return on investment. It
also represents the most visible and public part of a strategic plan,
specifying the foundation for priorities, resource utilisation, and or-
ganisational structure. Leon-Guerrero et al (1998) reported results
which suggest that “in higher revenue businesses, family-focused
practices diminished, whereas utilization of business-focused prac-
tices increased”. Also, the utilisation of formal business practices,
such as appraisal reviews and payment plans, was significantly differ-
ent between turnover categories, although that practice was not re-
lated to the number of family generations. It is therefore again more
meaningful to explore the stage of family ownership and to expect
more formality as ownership becomes more complex, as in the case
of sibling partnerships and cousin consortiums (Gersick et al 1997).
Astrachan & Kolenko’s (1994) study of over 600 family firms found that
employee reviews, compensation plans, etc., were used significantly
more frequently in family firms for non-family employees than for
family members. They found positive correlation between HRM prac-
tices and gross firm revenues; and their results also support prior ar-
guments for competitive advantage gained through effective use of
HRM practices. These findings lend weight to the argument that as
companies grow the structures required to support them become
more formalised and complex.

Cascio (1995) suggests that larger non-family firms are now ap-
proaching succession planning by defining more generic competen-
cies rather than specific knowledge and skills. He also states that ca-
reer development is being left to individual responsibility with no
promises regarding future opportunities in the firm. The family firm,
he asserts, is employing a range of strategies to deal with succession -
from individual grooming at a young age, to letting siblings choose
their own leader or leaders. This may signify much more flexible ap-
proaches to HR matters than earlier ideas about nepotism in family
firms have suggested. In the light of the perceived importance of HRM
practices and ‘competitive edge’, and the appearance that family
ownership and size of firm may be factors affecting organisational
outcomes, we will now explore the HRM practices of SME family firms
in Northern Ireland, comparing them to the practices reported in their
non-family counterparts.
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Data Collection

Questionnaires were mailed to 1360 SME businesses in Northern Ire-
land. Two hundred and thirty responses were received of which 219
were usable (16%). Five respondents employed between 15 and18
employees, and although this was less than the intended 20 employ-
ees necessary for inclusion, it seemed sensible to take them intc ac-
count in the analysis. Family firms accounted for 61% (n = 133) and
Non- Family firms 39% (n = 86) of the returns. No follow up was car-
ried out to increase returns as the rate was considered reasonable -
being based on the total population of SMEs in Northern Ireland. No
special effort was made to ensure 'family firm' representation, as pre-
vious studies (e.g. Cromie et al, 1995) suggested that the majority of
SME enterprises are family owned/managed; the returns for this sur-
vey confirmed these figures. The questionnaires were electronically
scanned using Formig and the responses analysed using SPSS for
Windows (Version 9).

Results and Analysis

Basic descriptive statistics and chi-square tests of independence were
utilised to examine differences (if any) between family and non-family
enterprises. The results on a per section basis are presented below.

Results Section 1 - CEO/Director Characteristics

Table 3 summarises the characteristics of the owner or director who
has responsibility for HRM. In family businesses, 48% of the sample
were owners and in non-family businesses only 16% were owners.
Additionally, a higher percentage (81%) of family businesses had
male owner/directors than non-family businesses (71%).

The age structure of the owner/director in family businesses high-
lights the fact that owners of family businesses tend to remain in con-
trol for much longer (average tenure 24 years, according to Dunn,
1995) than their non-family counterparts. The non-family
owner/directors dominated the age range 26-50 years whilst the fam-
ily group dominated the 51-71+ range. A substantially higher per-
centage of the non-family business owner/directors (63%) had a uni-
versity degree compared to the family group (33%). The difference
was not as marked when examining those who held a professional
qualification - 32% of family, compared to 44% of non-family
owner/directors.
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TABLE 3: CHARACTERISTICS OF OWNER/DIRECTOR WITH HRM

RESPONSIBILITY
Family Business % Non-Family Business %
Yes No Yes No
Are you the 48% 52% 16% 83%
founder?
Male Female Male Female
81% 15% 1% 28%
Gender of
owner/director
with HRM
Responsibility
Base n=133 n=86
Age (years)
<25 | 26-30 | 31-40 | 41-50 | 51-60 | 61-70 | 71+
Kge of owner 2% | 4% 21% 34% 30% 8% 1%
(Family
Business)
Age of 0 7% 30% 37% 21% 5% 0
owner/director
with HRM
responsibility
(Non-Family
Business)
Family Business % Non-Family Business %
Yes No Yes No
Doyouhavea | 33% 67% 63% 37%
university
Degree?
Have you a 32% 68% 44% 56%
professional !
qualification?

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




168 Human Resource Management Practices in SME’s

Results Section 2 - Company Characteristics.

Table 4 details company characteristics; both family and non-family
businesses, as expected, were most strongly represented in the
service sector. However, a higher percentage of family businesses
(32%) to non-family businesses (14%) were represented in ‘other
manufacturing’.

TABLE 4: COMPANY CHARACTERISTICS BY INDUSTRIAL SECTOR

Main Sector of Industry or Services | Family Non-Family
in which Company Operates Business Business
Agriculture, hunting, forestry, fishing | 4% 5%

Energy and water 0 0

Chemical products; extraction and 3% 1%

processing of non-energy materials

Metal manufacturing; mechanical, 9% 9%

electrical & instrument engineering

Other manufacturing (food, drink, 32% 14%
tobacco; textiles, paper, etc)

Services 47% 51%
Public Sector 4% 19%

The breakdown of businesses by employee size and turnover is given
in Table 5. Family businesses were more highly represented in the
26-80 employee group (74%), whereas non-family businesses were
larger - 24% of non-family businesses employed 51-75 employees, in
comparison with 14% of their family counterparts. In terms of turn-
over, however, family companies were larger: 84% of the sample had
a turnover in excess of £1 million per annum, as against the 74% of
non-family companies in the same category. These figures could re-
flect the higher percentage of family companies in the 'other manu-
facturing’ sector.
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TABLE 5: COMPANY CHARACTERISTICS — EMPLOYEES AND TURNOVER

Total Number of Employees Company Turnover
Family Non- Family Non-
Business | Family Business | Family
Business Business
15-25 10% 12% Under 0 1%
£100,000
26-50 74% 62% £100,000 - 16% 23%
£999,999
51-715 14% 24% £1 - £5 65% 57%
Million
16+ 2% 2% £5 Million 19% 17%
plus

Labour costs for non-family businesses were much higher than for
family businesses - see Table 6. Seventy two per cent of non-family
businesses reported that more than 20% of last year's turnover or
revenue budget was attributable to labour costs, whereas for family
businesses the percentage was as much as 43%. This too could be no
more than a reflection of the respective sectoral breakdown between
family and non-family firms.

TABLE 6: COMPANY CHARACTERISTICS — LABOUR COSTS

Percentage of last financial year’s | Family Non-Family
turnover or revenue budget ac- Business Business
counted for by labour costs

1-10% 19% 12%
11-20% 36% 14%
More than 20% 43% 72%

Results Section 3 — Human Resource Policy

Table 7 reports the results on the companies’ human resource poli-
cies. Where appropriate significant chi-square results are reported.
Significantly higher numbers (x2 = B.19; 1df; p < .05) of non-family
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businesses reported having a personnel or HRM depart-
ment/manager. Less than 50% of both family and non-family busi-
nesses reported that the Head of HRM did not have a place on the
board. These findings support those of Edwards (1987) and Storey
(1989), who pointed out that HRM/Personnel managers are generally
not involved in matters of strategic importance. It also supports a re-
search finding on family firms from Ward (1987), that many CEOs tend
to fight against relinquishing control; it also highlights the distinct lack
of separation between ‘ownership’ and ‘management’.

A significantly greater number (x2 = 9.73; 1df; p < .01) of non-
family businesses negotiated with trade unions on pay and conditions.
This again may reflect the sectoral breakdown; additionally, it may
support the view that family firms tend to be ‘introverted’ and ‘family
centred’. It also points up an issue identified by Pfeffer (1998) when he
proposes that firms should become more open with their information,
negotiations with unions being one of the steps that he recommended.

The numbers (x2 = 18.80; 1df; p <.01) of non-family businesses that
had a mission statement was also significantly higher. Ward (1987)
noted this as one of the first public ‘signs’ that family firms should
adopt so as to indicate a more strategic approach to their business.
Once again, significantly higher numbers of non-family businesses
kept records on Disability (x° = 10.16; 1df; p <.01), Ethnic Origin (x° =
4.22; 1df; p <0.05), Gender (x2 = 9.13; 1df; p <.01) and Religion (x2 =
7.35; 1df; p <0.01); this may be but a further indication that many fam-
ily firms suffer from a 'family first' as opposed to a 'business first' ethos
(Reid et al, 1999).

Only 26% of family and 34% of non-family businesses reported
having a Personnel/HRM Management Plan. Of those companies
which had a business plan, only 47% of family and 52% of non-family
businesses reported that the person respomsible for HRM was in-
volved in its development.
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TABLE 7: PERSONNEL/HUMAN RESOURCE POLICY

Family Non-Family
Business Business
Yes No Yes No

Does your organisation have a | 40% | 60% | 55% | 45%
Personnel or HRM Department?
Does the Head of the HRM | 41% | 46% |36% | 55%
department have a place on the
Board?

Do you negotiate with Trade | 10% | 88% |28% | 72%
Unions on pay & conditions?

Does your organisation have:

A Mission Statement? 45% | 47% | 71% | 20%
A Business Plan? 65% | 29% |717% | 171%
A Personnel/HRM Management | 26% | 63% | 34% | 82%
Plan?

If you have a business plan, at what stage is the person

responsible for HRM involved in its development:

Yes No
From the Outset? 47% 52%
On Implementation? 7% 14%
Not Consulted? 18% 12%

Interestingly, both family (34%) and non-family (40%) businesses
considered the major challenge for HRM in their businesses over the
next 5 years to be ‘Training and Development’.

Results Section 4 — Staffing Practices

Managerial vacancies in both family (65%) and non-family (72%)
businesses were generally filled by “advertising in newspapers na-
tionally”. Significantly higher numbers of non-family businesses (x2 =
4.46; 1df; p <.05) than family ones reported using references as a se-
lection method. Following this fifty four per cent of family businesses
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reported recruiting for managerial vacancies internally, whilst the
percentage for non-family businesses was 44%.

A significantly greater numbers of non-family businesses (xz =
5.08; 1df; p <.05) had been involved in a take-over by another organi-
sation, lending support for the findings of Dunn et al (1995) and Reid
et al (1999) that families prefer to keep their businesses in family
ownership. Similarly, significantly higher numbers of non-family
businesses had used appraisal systems for managers ()c2 = 19.33; 1df;
p <.01) and clerical staff (X2 = 18.93; 1df; p <.01) than family busi-
nesses. This finding, together with more in-depth record keeping by
non-family businesses, would once more suggest a more 'business
first' ethos within the non-family group (Reid et al 1999).

The following findings continue to lend support to the more ‘busi-
ness first’ approach of non-family businesses: firstly, significantly
greater numbers of non-family businesses reported that immediate
superiors (xz = 6.44; 1df; p <.05) and employees (xz = 7.65;1df; p
<.01) contributed to the appraisal process than in family businesses;
secondly, significantly higher numbers of non-family businesses used
appraisal systems for individual training needs ()(2 = 11.75; 1df; p
<.01), organisational training needs (xz = 9.96; 1df; p <.01), and for
organisation of work (X2 = 4.89; 1df; p <.05). These figures also appear
to support the view of Astrachan & Kolenko (1994) that limited organ-
isational capability may be a feature of some family businesses.

Moving on to rewards, significantly higher numbers of family
businesses used flat rate and individual bonus pay mechanisms (X2 =
3.99; 1df; p <.08) for manual workers than non-family businesses. This
could of course be due to the high percentage of family firms in ‘other
manufacturing’. On the other hand, significantly higher numbers of
non-family businesses used Merit/Performance related pay (x2 = 3.92;
1df; p <.08) as a pay reward mechanism for their management than
their family counterparts. These findings suggest that many non-
family firms have put in place HRM structures and policies, somewhat
ahead of their ‘family firm’ counterparts.

Results Section § — Employee Development

Family businesses reported spending less of their annual salaries and
wages bill on training than their non-family counterparts (see Fig.l).
Even though both family and non-family enterprises reported that
‘training and development’ was their biggest HRM challenge over the
next five years, investment in training does not appear to be taking
place. These results support Keep’s (1987) findings that the UK is lag-
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ging behind when it comes to paying for training provision. Family
enterprises also reported fewer employees had been on training ac-
tivities within the last year (see Fig.2). Moreover, significantly higher
numbers of non-family businesses (X2 = 6.10; 1df; p <.05) reported
systematically analysing employee training needs than family busi-
nesses. This suggests that a greater number of non-family enterprises
have already implemented many of the HRM policies and practices
suggested by the literature as ‘appropriate’.

Fig. 1: Percentage of Annual Salaries and Wages spent on Training

B Non-Family
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Fig. 2: Percentage of Employees on Training Activities Within Last Year
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Results Section 6 - Family Employee Practices

Table 8 reports on the characteristics and practices that family busi-
nesses operate regarding family employees. It is noticeable that
founders who have handed over management to the next generation
have not relinquished their majority shareholding at the same time.
Also, there is evidence that the majority of firms are in transition from
founder to next generation (62% of the first generation having a ma-
jority shareholding). Few of these reported having completed much of
the succession work required during the transition, so there is a
struggle between old and new and tensions affecting management
practices throughout the organisation. Furthermore, 89% of family
businesses reported that they intended to retain the current (already
high in many businesses) of working family members. Sixty five per
cent of family companies stated that family members in management
roles received management training. This may reflect the fact that
siblings in many family businesses receive their training in the family
business rather than availing of outside experience.

Only 27% of family businesses reported using a formal perform-
ance system to assess family members. Of that 27%, only 38% re-
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ported that the remuneration of the family member is based on the
appraisal. This echoes the findings of Astrachan & Kolenko (1994) that
family firms tend to offer training and to utilise appraisal systems for
employees more often than they do for family members working in
the business. It also highlights Ward's (1987) view that for a family
firm to ‘professionalise’, it is important to separate ownership and
management roles. Indeed, the fact that remuneration packages are
not based on performance will surely create difficulties within the
business for other non-family management members. Ward also sug-
gests that remuneration could be made through ownership for family
members, and that payment for the job should be based on market
value. The implications for so many of these companies who have not
addressed the control issue - i.e. leadership and ownership - and who
are in the transition period, is that they may experience tremendous
difficulty in trying to establish unified management practices neces-
sary to achieve sound organisational capability.
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TABLE 7: FAMILY BUSINESS CHARACTERISTICS (N = 133)

I 2nd | 3 P >44

Which generation currently | 62% | 20% | 13% | 2% 0

has majority shareholding?

Which generation currently | 52% | 27% | 12% | 4% 1%

manages the company?

How many family members | 13% | 32% | 20% | 12% | 11%

work directly in the

business?

YEs No
Is it your intention to retain 89% 9%
the current level of family
members working in the
business?
Does the company ensure 65% 28%

that family members in
management roles receive
management training?

Is a formal performance 27% 65%
system used to assess fam-
ily members?

If yes, is the remuneration 38% 62%
package they receive based
on this appraisal?

Discussion

Overall the findings reported here would generally support those of
Astrachan & Kolenko that family businesses, perhaps partly due to
their limited organisational capability, have lagged behind their non-
family counterparts in implementing HRM policies and practices.
However, many are clearly in transition, and the new generation may
have plans to change things - when they get power. As Cascio (1991)
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points out, if ‘people costs’ represent approximately 55% of operating
budgets, it is important that organisational capability and HRM prac-
tices in family firms develop in line with their non-family opposites.

Astrachan & Kolenko also point out that the volatility created by
the overlap of family, business and ownership makes implementing
defensible employee selection and rewards more difficult in family
firms. The present survey clearly demonstrates that some of the family
firms need to professionalise their procedures, regarding HRM par-
ticularly and especially in relation to the introduction of new family
members to the business. As Lansberg (1983) and Ward (1987) rec-
ommend, separating the ‘reward’ for ownership and the reward for
management of the business should help clarify how the family extract
wealth from the business. Ensuring that remuneration for non-working
family members (this may take the form of perks) derives from the
ownership ‘pot’ and that working family members have market based
salaries coming from the management ‘pot’, will assist in establishing
sound structures that may mitigate intra-family tensions. Even when
the family owners’ mission is clearly a ‘family first’ one, remuneration
has to be managed realistically.

Although Mintzberg & Waters (1990) suggest that all companies
will professicnalise with increasing size, the family firms in this study
plainly have tended to operate their HR practices in a distinctive
fashion as compared to their non-family counterparts. The modus op-
erandi is characterised by informality despite the push for formalisa-
tion typical of larger sized firms to improved efficiency.

Many of the CEO characteristics of the family firm group indicate
that succession has already taken place with respect to handing over
management responsibilities, i.e. management succession. However,
the power base in many cases - i.e. shareholding - is still being held
by the previous generation, i.e. the ownership succession is not yet
complete). The majority of these companies will be undergoing ‘total’
succession within the next ten years, and the implementation of sound
governance and organisational structures and processes will be nec-
essary to aid the transitional process. Lack of management training
provision for family members in these companies (only 65% receiving
such training) may also adversely effect the successful transition of
each generation; the ‘successors’ should be fully prepared for the
giving and receiving of power. HRM practices appear to be one area
where family businesses have adopted significantly different prac-
tices from their non-family counterparts. Whether their practices are
more or less successful requires further enquiry. However, many sib-
lings entering the family business within the next ten years will have
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the benefit of tertiary education (many may indeed be MBA gradu-
ates), and this may offset the lack of formal management training.
Through their education and exposure to peer group practices these
siblings may perhaps be aware of the need to professionalise man-
agement in their businesses.

One further point: that many family businesses are ‘introverted’
would appear to be find some support in our survey. Pfeffer's argu-
ment for openness and freedom of information in, for example, nego-
tiating with trade unions and the keeping of records, has found more
support within the non-family group.

It is important, finally, to note that some caution should be exer-
cised in the interpretation of some of the findings presented here,
particularly because the sectoral breakdown of the companies - espe-
cially the high numbers of family firms in manufacturing - may explain
some of the differences. Furthermore, the higher turnover and the
smaller company size (in terms of employee numbers) of the family
firm group may indicate differences that are sectorally based rather
than simply due to ownership.

These findings are but the starting point for a definitive study of
HRM Policies and Practices in the Northern Ireland SME sector (the
family firms group in particular). Planned longitudinal research to ex-
amine differences in HRM practice between the generations in family
firms may highlight interesting areas for further study. It remains the
case, however, that businesses entering the global market must be
able to take advantage of whatever competitive edge is available. By
implementing the separation of ownership and management roles,
responsibilities and functions (the people are often the same), family
firms may be able more successfully to integrate HRM practices which
affect not only employees but also family members hoping to enter
the business.
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