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Preface  

As university researchers our job is to uncover new knowledge 
– preferably the sort of new knowledge that other people will 
find useful. These ‘others’ may include researchers, (who can 
build upon our work and answer the questions that still puzzle 
us), or policy makers and analysts in government agencies 
(who might be able to use our findings to help them develop 
more appropriate policy frameworks).  
In some instances, those who read and use our research may 
include those who are in business themselves. These 
individuals are not usually the target of research publications, 
although they are the implicit target of everything that 
researchers in our field do.  
Not only are these individuals the centre of everything we do – 
they make it possible. On behalf of the whole team, I would like 
to express my sincere thanks to all of those who allowed us to 
visit them and to disrupt their day’s work. Their honest answers 
to our questions gave us an insight into growing a business in 
New Zealand and have provided us with the basis for what we 
hope will be a long-term project. 
On behalf of the project team I would also like to thank Massey 
University which supported the project, and to Kylie Shirtliff and 
Tanya Jurado for their contribution to the successful completion 
of the research. 
 

 
 
 
 
 
 



 2 

 
 
 
 
 
 
 



 3 

Introduction 

It is well known that New Zealand is a country in which small and medium sized 
enterprises (SMEs) dominate the business population. There are approximately 
370,000 ‘economically significant enterprises’ in New Zealand1 (i.e. those that are 
registered for GST and/or employ 2 or more staff) and only around 700 of them 
are large private sector firms; the rest are either SMEs or they belong to the 
public sector such as hospitals and/or government departments. 

In recent years the SME sector in New Zealand has attracted increasing attention 
from policymakers and researchers alike. The establishment of a Small Business 
unit within the Ministry of Economic Development and the appointment of a 
Minister for Small Business are both indications of this increasing interest and 
commitment. However, despite the attention being given to SMEs, (and the 
increasing amount of research being undertaken on small firms in New 
Zealand2), there is much that is unknown about the firms that make up the sector 
and the individuals who own and manage them. 

One area that has received considerable attention is the employment of staff and 
its associated issues. Employing staff for the first time is a key milestone in the 
life of a new business, and it is often described in negative terms – as an event 
that is difficult for many owner managers to deal with.  

This is also perceived as being the case for firms that are already employing; and 
the newspapers are filled with stories of firms where the issues around employing 
staff act as key barrier to a firm’s expansion.  

However, the evidence seems to be mixed and dominated by anecdotes and 
broad generalisations rather than evidence gathered from firms themselves. 

This is the background for the study described in this report, which sought to 
examine the ways in which the owner managers of New Zealand firms deal with 
the issues surrounding the employment of staff.  

This study directly complements the findings of four other studies that have 
already been undertaken by researchers from the New Zealand Centre for SME 

                                                 
1 This figure includes around 70,000 farms and 300,000 non agricultural enterprises – as 
at February 2006 – the latest data available from Statistics New Zealand.  
2 While it is beyond the scope of this report to mention all the research on New Zealand 
SMEs that now exists, some key publications can be identified: the statistical overviews 
(Statistics New Zealand; Massey, 2005), the research into ‘world-class’ NZ firms 
(Campbell-Hunt et al, 2000), the various studies into ‘best business practice’ (Knuckey et 
al, 2002), and the work undertaken on nascent entrepreneurship in NZ (Frederick & 
Chittock, 2006).  

Massey, C. (2005). Entrepreneurship & small business management in New Zealand. 
Auckland, New Zealand: Pearson Education New Zealand Ltd. 

Campbell-Hunt, C., Brocklesby, J., Chetty, S., Corbett, L., Davenport, S., Jones, D., & 
Walsh, P. (2000). World famous in New Zealand: How New Zealand's leading firms 
became world-class competitors. Auckland, New Zealand: Auckland University Press. 

Knuckey, S., Johnston, H., (Eds), with Campbell-Hunt, C., Carlaw, K., Corbett, L., & 
Massey, C. (2002). Firm foundations: A study of business practices and performance in 
New Zealand. Wellington, New Zealand: Ministry of Economic Development. 

Frederick, H., & Chittock, G. (2006). Global entrepreneurship monitor Aotearoa New 
Zealand 2005. Auckland, New Zealand: Unitec New Zealand's centre for innovation and 
entrepreneurship research. 
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Research as part of the Centre’s research programme; BusinesSMEasure. This 
programme is made up of two related research components; a series of five sets 
of interviews with the owners of 50 firms each (i.e. 250 firms in total) and a 
survey (due to be launched late in 2006). All of the five sets of interviews are now 
complete: 

Lifecycles & Transitions 
In 2003, the first set of 50 firms was selected and researchers visited the firms 
and interviewed the owners on the topic of the firm’s ‘lifecycle’. A report on this 
study is available from the Centre.3  

SMEs & the support infrastructure  
In the first half of 2004, another set of 50 firms was selected and researchers 
visited these firms and interviewed the owners on the topic of the way in which 
they used the 'business support infrastructure' – i.e. their advisors and other 
individuals/organisations that provide input into the direction of the firms. A report 
on this study is available from the Centre4.   

Micro-enterprises & business excellence  
In the second half of 2004, a team of researchers visited a different set of 50 
firms with the objective of exploring the notions of ‘best practice’ and ‘business 
excellence’ in New Zealand micro-enterprises. A report on this study is available 
from the Centre.5 

SMEs & their ‘Human Resource’ practices 
In the first half of 2005, a team of researchers visited another different set of 50 
firms with the objective of exploring the way in which SMEs deal with the issues 
of employing staff. This is the subject of this report. 

SMEs, banks & accountants 
In the second half of 2005, a team of researchers visited the final set of 50 firms 
with the objective of exploring the relationships that SMEs have with their banks 
and accountants. A report on this study is available from the Centre.6 

 

 

                                                 
3 Massey, C., Cameron, A., Cheyne, J., Harris, C., Lewis, K., Tweed, D., Wallace, C. & 
Warriner, V. (2004). Speaking up: Stories of growth in small & medium enterprises in 
New Zealand. Wellington, New Zealand: NZ Centre for SME Research, Massey University. 
4 Lewis, K., Ashby, M., Coetzer, A., Harris, C., & Massey, C. (2005). Family, friends & 
government agencies: A report on SMEs & the support infrastructure project. Wellington, 
New Zealand: NZ Centre for SME Research, Massey University. 
5 Massey, C., Auld, T., Lewis, K., Perry, M., Walker, R., & Warriner, V. (2005). Micro by 
name: medium by nature? A report on an investigation into business excellence & New 
Zealand micro-enterprises. Wellington, New Zealand: NZ Centre for SME Research, 
Massey University. 
6 Perry, M., Cardow, A., Massey, C., & Tweed, D. (2006). Telling tales: A report on New 
Zealand SMEs & their relationships with banks and accountants. Wellington, New 
Zealand: NZ Centre for SME Research, Massey University. 
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How the research was carried out 
The study was carried out in 2005 by a team of researchers from the New 
Zealand Centre for SME Research at Massey University: Alan Cameron, Alan 
Coetzer, Kate Lewis and Claire Massey. We were joined by a colleague from the 
Auckland University of Technology: Candice Harris. All five already had research 
experience with small and medium enterprises, and have published extensively 
on different facets of this sector. 7 

PLANNING THE RESEARCH 
This project developed from one of the key themes that emerged from the 
interviews in the BusinesSMEasure project, where the comments made by a 
number of interviewees suggested that they have significant issues when dealing 
with their staff (or their ‘human resources’). 8 This finding provided the research 
team with a starting point for this research. In order to devise the interview 
schedule and structure the research, the team also made use of the considerable 
international literature on this topic. 9 

The planning of the research followed the protocol established for the other 
projects in the series and is outlined below. This approach ensured a uniform 
process for recruiting the firms, gathering data and analysing the findings.  

THE PARTICIPANTS  
A list of 1000 randomly-selected New Zealand firms employing fewer than 50 full-
time staff was purchased from a commercial database supplier, and 50 firms (all 
with employees) from this list were recruited by telephone. Based on our 
knowledge of existing New Zealand research, and taking into account the need to 
limit the number of sampling dimensions, we recruited firms from two broad 
industry sectors (manufacturing and service industries) rather than attempting to 
look at firms from all industries.  

While this approach meant that we were able to collect data that would allow us 
to look at the potential differences between manufacturing and service firms, we 
also wanted to look at whether there were any differences in practice that might 
relate to differences in the size of the firms (as measured by the number of full-
time staff). In order to make this possible, we followed the same process as was 
used in the first project in the series; selecting some firms with fewer than 10 
employees and some that employed between 10 and 50 FTEs10. Each of the 50 
firms that was selected and where the owner or manager agreed to take part, 
was then visited by a member of the research team.11 

                                                 
7 For more details of these publications, see the Centre’s website: http://sme-
centre.massey.ac.nz  
8 See Massey, C., Cameron, A., Cheyne, J., Harris, C., Lewis, K., Tweed, D., Wallace, C. 
& Warriner, V. (2004). Speaking up: Stories of growth in small & medium enterprises in 
New Zealand. Wellington, New Zealand: New Zealand Centre for SME Research, Massey 
University. 
9 A review of this literature has not been included in this report as its purpose it primarily 
to summarise the findings of the research.   
10 Full-time equivalent staff.  
11 In case a firm withdrew from the study, 52 firms were recruited and 51 visits were 
made. All visits resulted in a successful interview.  
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The firms we visited varied in terms of age (from less than a year to 135 years 
old), and turnover (from $100k p.a. to $20m p.a.). Nineteen were what could be 
described as family firms12 and nine of the individuals that were interviewed were 
women. Finally, the firms were located throughout New Zealand, from Whangarei 
to Invercargill. 

THE INTERVIEW  
Each firm was visited by a member of the research team and the owner (in a few 
cases the manager) was interviewed using a structured schedule, deigned to 
help us: 

 Understand the issues relating to the “human resource practices” in a set of 
50 small New Zealand firms. 

 Describe the barriers and drivers of human resource practices in these firms. 

 Explore the relationship between firm characteristics (e.g. stage of the 
lifecycle) and the HR practices.  

Each interview was tape recorded (if permission was given by the interviewee) 
and the interview transcript was sent back to this individual for approval. 

This approach followed the guidelines provided by the Massey University Human 
Ethics Committee which approved the way in which the team selected the 
interviewees and collected and stored the data.  

 

                                                 
12 For the purpose of this study a firm was described as a family firm if two or more 
members of the same family were working in the firm or were part owners.  
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What the research revealed 

The owners and managers that we talked to as part of this study gave us an 
insight into the way in which they deal with the issues around employing staff (the 
firm’s ‘human resources’). The way in which the interview schedule was designed 
allowed the research team to explore the various stages of the ‘HR process’ i.e. 
hiring staff, developing them (through training and other measures) and letting go 
of them. What these interviews revealed is summarised below, grouped under 
three main headings: hiring, developing and leaving. 

HIRING STAFF 
The first part of the interview dealt with practices to do with hiring staff; i.e. how 
the interviewees actually found potential employees, as well as the practices they 
used to select the right individual from the pool of candidates. This was an 
excellent starting point to an interview – with most interviewees taking the 
opportunity to tell us about the firm’s history. It also enabled us to gain a sense of 
the specific context for the interviewees – i.e. the situations in which they were 
hiring staff (both in terms of their firm and their industry). For example, many of 
those who talked about an inability to find staff were from firms that depend on 
key trades where a shortage is evident:  

“…there’s a national shortage of pipe-fitters and welders. When you’re open you 
could take on another five hundred people, but you just can’t get ‘em. Nobody 
can get them”. (Owner 23) 

While some firms identified shortages of individuals with particular skills, for other 
firms high turnover was the biggest problem. This seemed to be reported most 
frequently in the firms where tasks were repetitious or largely unskilled. 

“The tanning industry is very dirty and a repetitious type of industry to get 
involved in…the type of person that you attract to this industry are…probably not 
long term or loyal staff if you like…generally speaking we have quite a large 
turnover.” (Owner 6) 

Staff turnover seemed to be lower in firms that were run as ‘family’ firms. 

“I don’t have any turnover at all.  I have been here four years with the same staff.  
So I don’t have that problem.  My systems seem to work….Getting to know their 
personal life I think is the major reason why they are still there…I take an interest 
in their life really…do it how I would like to be treated.” (Owner 7) 

In practice, lack of available labour was described as inhibiting firm growth.  

“Oh we can do the tender easy…but it’s just we haven’t got the labour to do it. 
Bloody embarrassing.” (Owner 23) 

“…it has been our biggest sort of handbrake if you like in the last 2 or 3 
years…Lack of skilled labour…We still haven’t got over it…It’s held us back for 
the last 2 or 3 years.” (Owner 44) 

Large numbers of interviewees used apprentices in their firms, but many told 
stories of the difficulties around finding, keeping and developing them 
adequately. Exceptions to this were usually in firms in smaller towns, or who had 
family involvement. 

Frequently negative comments were made about the infrastructure/system that 
surrounds apprenticeships:  

“…they’ve got to get back to subsidising apprentices….If they don’t do that…this 
country’s going to be buggered.” (Owner 15) 
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In terms of the actual methods of finding staff, the overwhelming preference was 
for word-of-mouth. This was not surprising for the firms based in small towns, but 
it was surprisingly common in firms in cities too. 

“Word of mouth is probably the only recruitment I would ever use really…It would 
be unusual to use advertising to find staff, because Invercargill is so small, 
everybody knows everybody.” (Owner 7) 

Other methods included advertising – usually in local papers rather than regional 
and national outlets – despite the fact that most interviewees reported a poor 
response from this approach. Some firms used websites – typically those firms 
that were looking for individuals with specialised skills or overseas candidates. 

Another option was to wait for people to ‘walk in’: 

“Oh, I actually favour the people that actually come looking for a job…I have 
advertised, haven’t had a great lot of success there, but I seem to get on a lot 
better if somebody’s actually either rang up, or just walked in and wanted to do 
the job.” (Owner 50) 

A number of interviewees also used WINZ, but on the whole the feedback was 
negative from virtually all of the interviewees who mentioned it.  

Personnel agencies were also rarely used and when this did occur it was typically 
for temporary staff. Often the only option was to head-hunt/poach, which implies 
the labour pool is insufficient. 

“If we want experienced people we have to pursue them off another company.” 
(Owner 35) 

The hiring process 
As already noted, the preferred method of recruiting staff was word-of-mouth, as 
opposed to advertising. This method usually involved a person in the firm, who 
knew of someone who could do the job, prompting the individual to apply.  

“So it’s a word of mouth thing sort of a thing really; that’s how we recruit people.  
And because we’ve lived in the town for twenty years we’ve got to know lots of 
people too and we may approach someone and ask them if they are looking for 
work.  But we definitely do not advertise in the newspaper.” (Owner 2)   

“Word of mouth is probably the only recruitment I would ever use really…It would 
be unusual to use advertising to find staff, because Invercargill is so small, 
everybody knows everybody.” (Owner 7) 

In terms of the hiring process, there was a similar lack of formality, compared to 
the process usually followed in a large firm.  In fact, although CVs were typically 
called for, in reality they were seldom used. Instead decisions to employ based 
on ‘gut feeling’ or ‘intuition’ by the potential employers, were emphasised.  

“I never listen to references, and I never really pay any attention to a CV. We do 
a lot on sort of gut-feeling.” (Owner 22) 

In summary, although interviews were carried out, these were often informal, 
non-work or action-oriented.  

“Nah, I don’t believe in CVs, only old-fashioned skill…if we had a welder come 
through here, I’d just say ‘well, you go down there, and weld a pipe up’ and I 
could tell within two minutes whether he’s a welder or not.” (Owner 23) 

More formal interviews were used almost exclusively when firms were either 
trying to recruit employees with specialised skills, or wanting to recruit employees 
in areas of employment where there were shortages of skilled labour. 

In many cases skills were not described as being the critical factor in appointing 
staff. Employers were more concerned with the way the potential employee 
would ‘fit’ into the firm and with existing staff. The attitude of the individual also 
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played a significant part in making the decision to hire a worker. 

“So we try and find out a lot more about a person as a person as well, not just 
their skills, because obviously in a small team they need to get on, so fit is really 
important.” (Owner 22) 

“At the time of the interview I spend a lot of time thinking how the person will gel 
into the organisation, not necessarily their technical abilities but will they fit?” 
(Owner 8) 

“…Actually don’t really ask much about work to be quite…To me it’s more about 
attitude.  We can teach anyone to glaze, you know.” (Owner 42) 

Who gets the job? 
Overwhelmingly the owners of the firms interviewed expressed a strong 
preference for more mature employees as opposed to younger workers. The 
perception was that the young were not as likely as older employees to remain in 
the job for a considerable length of time. 

“I think sadly we have gone for the older person rather than a younger person, 
simply because young people are not accountable today. They have a late night 
they are not likely to turn up for work the next morning…they’re useless.” (Owner 
2) 

Some owners went further in their prejudice against young workers, considering 
they didn’t have the right work ethic. 

“Everybody I’ve had sort of between 16 and 22 their ethic just isn’t there.” (Owner 
20) 

“They just don't have the right attitude. School leavers are just shocking, 
absolutely shocking, can't believe it.” (Owner 48) 

As a result respondents tended to hire those with commitments or those who 
could demonstrate they were settled. Often employees with a family were 
regarded as being most likely to stay on the job for some time. 

“If they’ve got a…family then that always is good too, because that’s quite a 
settling thing for them.” (Owner 24) 

“…I think my best bet is to train somebody like her who’s steady, who has a 
family who will stay with me for a long time.” (Owner 27) 

In essence, some interviewees thought workers with obligations had a better 
work ethic than younger workers. 

“I just want people that have got commitments…They’re more inclined to work.” 
(Owner 44) 

Employment contracts 
All but a small number of the interviewees had written employment contracts with 
their employees. 

For some the employment contracts were considered a necessary evil. 

“Yeah we do, because legally we have to.  I say to the guys, here’s your contract.  
I’m not giving them to you because I want to you to have them, it’s because it’s 
the law.” (Owner 17) 

Others viewed employment contracts purely as a tool to dismiss underperforming 
staff. 

“All the contracts are for me is a legal way of getting rid of them if I want to.” 
(Owner 12) 

Finally, for some, the contracts were just a formality that had to be adhered to but 
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that made little difference in the employer-employee relations. 

“Yeah, I’m not that good on that. [LAUGHS]. I keep saying, yes, I’m going to do 
that. Some of the old ones have got them, some of the new ones haven’t.” 
(Owner 15) 

Trial periods 
Nearly all the interviewees described giving their new employees trial periods 
within their contracts. This was seen as a way of assessing whether the 
employee was suitable to the job. However, the rationale for this was not always 
positive. 

“The trial period is just really a means of me being able to dismiss them if I don’t 
like them, or if they’re not fitting in.” (Owner 12) 

DEVELOPING STAFF 
The second part of the interview dealt with practices to do with developing staff. 
Areas of HR development that were discussed included staff retention, health 
and safety issues, performance management and training. 

Retention 
Keeping staff was frequently described as more of a priority than developing 
them. To do this the employers interviewed resorted to three main retention tools: 
pay and bonuses, flexible working hours or time off for non-work related training, 
and the cultivation of employee loyalty through a series of ‘extra curricular’ 
activities. 

Pay was seen as the primary way of retaining staff, and most interviewees 
reported paying ‘above average’. 

“We pay them more…than the hourly rate, like in Auckland they get ten or eleven 
dollars an hour for a shop assistant, we pay them twelve.  We’re actually putting 
them up next month, this month, thirteen dollars an hour, during the summer we 
give them bonuses every three weeks, one hundred dollars each… every staff 
member gets it.”(Owner 2) 

Although bonuses were used widely they were not necessarily seen as being 
effective as a means for staff retention.  

“…that’s the good thing about having the bonuses because you can give it and 
take it and you can’t do that with a straight hourly rate. (Owner 6) 

Other retention tools included ensuring flexibility of hours or non-work ‘training’. 

“We are trying to be flexible in an employment context... We often try to build 
loyalties that way…for example there are a couple of guys that we are 
sponsoring their yacht master certificates…it’s ultimately a motivational factor 
more than anything else.  It doesn’t make them better employees, but it might 
make them more satisfied employees.” (Owner 28) 

Another key method of keeping staff that was described was to cultivate a certain 
type of workplace that could result in increased employee loyalty and a ‘sense of 
belonging’. 

“…you spend most of your time at work…no point making it a hardship…I might 
call them slaves occasionally! In fact, for my last birthday card they gave me, it 
said ‘From your Slaves’!” (Owner 11) 

“I really do think, it is just getting involved on a personal level and not being afraid 
to giving a shoulder to cry on if that is necessary and I have one staff who says 
she will never leave. ‘That’s it, I am never going to leave this place’.  She said I 
am a great boss and I honestly think that’s because I get involved in her life, in 
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work time, and she likes that and see her beyond an employee.” (Owner 7) 

Social events were seen as a way of team building amongst employees. 

“You know, we have barbecues every Friday night, all the wives and that turn up 
and the kids and we just all hang out, sometimes even 12 o'clock.  ‘Right we've 
got to go home you know’.  So we make it quite social, I think that's what keeps 
us a team really, yeah.” (Owner 3)  

Finally, firms employing fewer staff tended to report that they found it harder to 
retain employees. 

Health and safety 
Some of the firms that took part in this research were extremely aware of their 
obligations and commitment to health and safety regulations. Health and safety 
was typically brought up as part of training, especially in the context of training 
new employees.  

“Actually health and safety is the very first thing we teach.” (Owner 3) 

“It would take you a week to read our health & safety…it’s just a bug bear of mine 
that it has to be done properly.  We have procedures for everything.  Even tea 
towels for God’s sake!” (Owner 42) 

Although there were no major health and safety incidents reported, some 
interviewees did not appear to take health and safety regulations as seriously as 
others. 

“What could endanger their health and safety in here?” (Owner 2)  

This HR issue was the one were interviewees were most willing to accept outside 
assistance, perhaps because of the amount of work involved in implementing 
these regulations. 

“How do you eat an elephant? It’s huge…It is really, really difficult to implement 
and time consuming.” (Owner 42) 

Performance management 
Performance management in the firms in this study was characteristically 
informal. It tended to revolve around informal feedback and salary reviews. 

Perhaps because of the nature of small firms, where interaction between staff 
and managers is often more frequent than in other larger firms, performance 
management was regular but typically undocumented or unreported to the 
employee. 

“Because Craig is out there – he’s working with them to see how their 
performance is going and if it’s on the job he’s actually working with them.  
Probably in large firms some people would rarely speak to the manager.  They 
wouldn’t even see them.  Craig is out there with them, with the overalls on.” 
(Owner 9)   

When feedback was provided it was often as part of a ‘chat’ in a social setting. 

“It would probably be over a coffee or over a beer on a Friday night or something 
like you know. (Owner 3) 

It was also widely thought that performance management is only necessary if 
there is problem. 

“I like the more casual approach. I think you get more out of people who are 
happy in what they’re doing rather than the ones who are always looking over 
their back to see if you’re sneaking up to see what they’re up to.” (Owner 11) 

“I wander around a couple of times a day and talk to people and so on, and have 
a joke or whatever.” (Owner 13) 
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In fact it appeared that salary reviews were more regularly undertaken than 
appraisals or performance reviews. 

“To be honest we wouldn’t have a structure in place; it’s looking at each one 
individually and see how they’ve performed, and what they’ve done. And we don’t 
necessarily follow like that it’s a four percent or five percent or whatever increase, 
we reward them for what we think, and they seem to be reasonably happy.” 
(Owner 31) 

Training 
Training undertaken in the firms interviewed was usually informal, in-house, on-
the job and incremental.  

Formal training was described only in the instances of apprentices, or by firms 
with strong affiliations to industry associations. Other firms that did undertake 
training could be described as outliers (in this particular group of SMEs). 

The lack of resources (such as cost, time and labour to cover for the period of 
training) was the main reason given for lack of training. A secondary reason was 
the perception that the benefit of the training might not necessarily outweigh the 
cost.  

“You have to weigh up whether the course they go on is actually going to benefit 
them here or, are they going to be of more benefit to have stayed here and be 
working and learning here.” (Owner 9) 

Training of a new employee was often carried out by another employee or by the 
owner. 

“And it’s just our own ways that we’ve sorted out that we feel as though, you 
know, sets us aside from another company.  And they pick that up just by us 
training them to do it that way.  I say, ‘Well I’m sorry, this is one procedure you 
might have to forget and this here will take the place of that’.  So he does it our 
way.”  (Owner 16) 

“Well, it just means one-on-one for a while, show them a small bit you can do 100 
times…so it still keeps them busy for the whole day, or maybe two days, and 
then when he’s mastered that, we can show him another bit.” (Owner 16) 

STAFF LEAVING 
The third part of the interview dealt with practices to do with staff leaving and the 
owner’s use of employment legislation. Around half of the interviewees had had 
to fire a staff member, generally because of incompetence, but in some cases for 
theft.  A smaller number of interviewees had to make people redundant due to 
‘restructuring’ and a similar number had staff retiring. This section reports back 
on how staff left the firm and how employers dealt with the ‘legal’ and ‘cultural’ 
implications of staff leaving the firm. 

The goodbye 
Although the process of staff leaving was informal, in some ways it was better 
documented than other steps in the process, perhaps as a safeguard against any 
potential legal problems. 

“I make sure that I’ve got everything covered before I even approach 
them…because I don’t trust the legal system, and I don’t trust these smartarse 
lawyers that, are out to look after thieves.” (Owner 12) 

In the case of staff resignation, none of the firms in this study used exit 
interviews. Some owners thought they were inappropriate for a small firm. 

“We don’t do exit interviews if that’s what you’re looking for.  We are a small 
business.  It’s very personal… and loss of face is important.  You want people to 
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leave with dignity.” (Owner 28) 

Interviewees were generally confident they knew why an employee was leaving, 
without having to go through an exit interview. 

“The guys that have been here for more than six months, if they are going to 
leave, they’d come and be quite open about it.” (Owner 35)  

Emphasis was placed on how staff leave the firm. In fact, the ‘farewell do’ was 
often portrayed as more important than finding out why the person was leaving. 

“We always make sure we put on a shout and have a cake and a couple of 
beers…I know people have like leaving interviews and stuff, but I’d like to pride 
myself as being so close to the staff I know why they’re leaving.  I don’t have to 
talk to them once a year like TVNZ!” (Owner 20) 

Finally, external advice on HR issues was most often sought by owners when 
seeking to dismiss an employee. The sources described as being most helpful 
were the various industry associations the interviewees were affiliated with. Other 
sources included the EMA, and the DoL website and helpline. Typically, as a last 
resort, interviewees consulted employment lawyers. 

Legislation 
The fear of legal reprisals made employers interviewed especially aware of the 
legislation pertaining to ‘firing’ employees. It was variously described, usually in 
negative terms, and especially by those who had been taken to the Employment 
Tribunal by a staff member who had committed wrongdoing against their 
employer. 

Two groups of interviewees emerged in regard to employer-employee legislation. 
The first was made of those who thought legislation was necessary to providing a 
fair partnership with staff. 

“I think that if you’re fair and you’re straight-up, and you’re honest…and you obey 
the procedures, it’s not really that big a threat.” (Owner 12) 

Amongst this group there was also a perception that a good employer who 
followed the law strictly, would also benefit from employees being reasonable 
towards the employer.  

“Like to me it works both ways which is how it's designed to work…if you're fair to 
your staff and they're fair back to you there shouldn't be a problem so no, I don't 
have a problem with it.” (Owner 47) 

The second group was made up of those who thought the employment legislation 
inhibited their rights to deal with staff as they saw fit. 

Some in this group were not overly concerned with following the law strictly to the 
letter. 

“I actually stand my ground.  If I want to get rid of somebody, I deal with them 
instantly and I worry about the courts later because the person can cost me a 
customer and I’ve only got 23 of them.  So that person, I’ll just ask them to leave 
on that very day.  And I think at the time there was about a 2 or 3 year queue in 
the courts.” (Owner 20) 

This group strongly felt that the law was actually biased against employers. 

“If I don’t do things exactly as they should be, and I make an error in what I do, 
then I can be had by the employee and go through an employment tribunal…To 
me that is…absolutely shocking. I cannot see why an employee can dispense 
with my services and my employment, yet I cannot dispense with an employee.” 
(Owner 33) 

In one case peer pressure was used as a means of getting rid of an unwanted 
employee. 
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“If a guy doesn’t fit in, I have completely no worries because these guys in here 
will get rid of him…the very last guy we had, he was all talk, and really didn’t 
come up with the goods.  The guys just picked up on it immediately, didn’t want 
to work with him so I said, listen, I can’t fire him, you sort it out.  Which they did 
and I think they put the guy mixing concrete in a barrow for a day and a half…and 
the guy just walked off!” (Owner 17) 
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Conclusions 

The overall purpose of the research being undertaken by the New Zealand 
Centre for SME Research is to contribute to understanding more about the 
dynamics affecting the growth of small and medium enterprises in New Zealand. 
In particular, the aim of the study described in this report was to identify the 
characteristics of the “human resource practices” carried out in a set of 50 small 
New Zealand firms.  

The research team found that: 

1. The majority of the owners interviewed in this study operated their 
business using informal HR practices. It is important to note that this 
informality does not imply a lack of focus on, or attention to, human 
resource issues. Instead, it signals knowledge on the part of the owner-
managers of what works best for them, and an appreciation of how 
important it is to do ‘what works’ – as opposed to ‘what should work’. 
However, many owner-managers admitted that if they had more 
resources (e.g. time and money) they might investigate other ways of 
doing things in relation to HR.  

2. Many of the owner-managers justified their choice of the pursuit of 
informal HR practices as being most congruent with the characteristics of 
a small firm. For example, informality was described as being appropriate 
in work environments where having a small number of staff enables close 
relationships to develop through everyday contact between workers and 
managers. This is the sort of feedback and interaction that is not always 
possible in larger firms. Informality was also seen as a useful way of 
engendering a sense of belonging, or loyalty, from employees in a way 
that was more effective than formal initiatives.  

3. Another barrier to the implementation of more formal documented HR 
processes described by owner-managers was cost. For example, in 
relation to finding staff the cost of advertising or the use of a recruitment 
agency was seen as prohibitive, and of limited effectiveness, compared 
with word-of-mouth or the use of informal networks. Therefore, it was the 
people that owner-managers knew that assisted them most with the issue 
of finding staff.   

4. Firms that did have documented HR practices tended to be the larger 
firms in the study (e.g. medium in size), those that were involved in 
strategic alliances with larger organisations, or those where the owner-
manager had previous experience working for a large organisation. In 
terms of function, the facet of business operations that most often 
involved the use of formal processes or documents was health and 
safety.  

IMPLICATIONS  
The conclusions of the study highlight two primary implications for those 
interested in the SME sector in New Zealand:  

1. That careful thought should be given to whether small firms need large 
firm HR practices. That is, should attempts be made to transfer practices 
that have been proven to work typically in large firms to small firms? Or, 
more importantly should SME stakeholders be focussing on gaining a 
better understanding of the HR experiences of SME owner-mangers so as 
to conceptualise, design and implement more ‘small firm appropriate” HR 
processes and practices. 
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2. That SME stakeholders should acknowledge that ‘the small firm way of 
doing things’ is not always necessarily wrong or inferior. Instead we need 
to embrace the differences, commit to finding out how and why HR 
practices are different in small firms, and consequently bring different 
approaches to understanding the nature of the HR experience for owner-
managers and employees.  

 

 


