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ABSTRACT 

The topic of management training in small and medium sized enterprises (SMEs) is relatively 

under researched, but has become more popular over the last few years. It is important to 

have an understanding of the factors that have an influence on the take-up of management 

training in SMEs because SMEs play an important role in the economy of any country. 

This study investigates whether SMEs in North Cyprus conduct management training. A total 

of 78 SMEs took part in the study. Results indicate that management training was more 

widespread than had been anticipated. Around 70% of the respondents conducted 

management training, however the training conducted was related to the development of the 

technical abilities of the managers and not related to the development of their managerial 

abilities. The literature emphasizes that for small and medium sized businesses to be 

successful managers with adequate managerial knowledge and skills must support them, and 

that managerial problems are the root of the most frequently voiced reasons for the failure of 

the SMEs in developing countries. 

Results indicate that the sector in which the SME operates has a statistically significant 

influence on management training, however ownership, age, and size of the firms did not 

have a statistically significant influence on management training. Service organizations 

conduct more management training when compared to manufacturing organizations. Also, 

SMEs with members of the founding family in the management take-up management training 

more than those without a member of the family in its management. Additionally, SMEs that 

have been in service for more than 5 years are more likely to conduct some form of 

management training, and the largest percentage of SMEs that conduct management training 
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were medium sized. All of the respondent firms consider there to be a link between 

management training and business success. 

Key words: management training, small and medium sized enterprises, human resource 

management. 
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CHAPTER I 

INTRODUCTION 

1.1 Introduction: 

This chapter introduces the statement of the topic to be studied, the problem situation, the 

problem statement, and the objectives of the objectives of the study. 

1.2 Statement of the Topic: 

The increasing magnitude and significance of SMEs is a recognized feature of most nations. 

Of the 20 million firms in Europe, 99% are small and medium enterprises that employ less 

than 250 people and account for two thirds of the European workforce. Over the past few 

decades, environmental changes such as globalization and technological developments 

surround all businesses. These changes may pose as a particular challenge to SMEs because 

their ability to maintain their position against larger competitor may become limited. In fact, 

Europe's policy makers are concerned with improving the quality of management in the SME 

sector. Thus Gupta and Cawthon (1996) suggest it is often small business managers who 

require the most trainio» That is, SMEs need to have better trained managers knowledgeable 

in managerial activities. However, it is generally assumed that SMEs are too preoccupied 

with entreprencunffi activity .aiid.iQ~~Jo-!ake a sustained interest in management 

development. Ac,xnctmg to Snell and Lau (1994) there are difthences in managenncnt 

competencies for the growth of small businesses in comparison to larger businesses. 

According to Dart et al (1990), SME managers should have knowledge in fmancial 

management, human resource management, and marketing management. 

The topic of training and development in small business is relatively under - researched. 
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Despite the emphasis on the importance of small businesses and the need to enhance skill 

levels, research into training and development in SME's has been relatively neglected by 

academics (Pettigrew et al., 1990). It is generally assumed that training and development is a 

good thing for SME's and that it will enhance their business performance (CBI, 1986; 1993; 

Midland Bank, 1993 Small Business Breau, 1993;Jenning and Banfield, 1993). However, 

research by Barclays Bank (1994) has identified that, during their first three years of 

operation, only 23 per cent of small businesses made any form of investment training and 

development for any employee category. 

Despite this widely held view that training and development would be beneficial for small 

businesses, Storey and Westhead (1997) have questioned the validity of the evidence used to 

support it, and have attempted to explain why small businesses are less likely to engage in 

training and development than large organizations. However, they concluded that further 

research is required to gain an enhanced understanding of the factors influencing the purchase 

by small firms of (managerial) training (Storey and Westhead, 1997). 

1.3 Problem Situation: 

~ 
Northf"?,t • ,;'~.1:; is a small economy where 97% of businesses are defined as small (SPO, 

1988). To date, no research evidence has been witnessed on the training and development 

needs of the small businesses in Northern Cyprus. 
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1.4 Problem statement: 

This proposed study aims to ascertain whether small and medium sized businesses in 

Northern Cyprus consider there to be a link between training and development and businesses 

benefits, and whether they conduct any form of management training and development. 

1.5 Objectives of the Study: 

• Do SME's in North Cyprus make investment in management training and 

development? 

• If so, what kind of management training is conducted? 

• Do SME's in North Cyprus perceive a link between management training and business 

success? 

1.6 Conclusion: 

This chapter introduced the statement of the topic to the studied, the problem situation, the 

problem statement and objectives of the study. 
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CHAPTER II 

A BREIF LITERATURE REVIEW: TRAINING AND 

DEVELOPMENT IN SMEs 

2.1 Introduction 

This chapter gives a briefliterature review of the training activities in SMEs. 

2.2 Training 

Training refers to a planned effort by a company facilitate employees' learning of job­ 

related competencies. These competencies include knowledge, skills, or behaviors that 

are critical for successful job performance. The goal of training is for employees to 

master the knowledge, skill, and behaviors emphasized in training programs and to apply 

them to their day-to day activities. Recently it has been acknowledged that to gain a 

competitive advantage, training has to involve more than just basic skill development. 

That is, to use training to gain a competitive advantage, training should be viewed 

broadly as a way to create intellectual capital. Intellectual capital includes basic skills 

(skills needed to perform one's job), advanced skill (such as how to use technology to 

share information one's job with other employees), an understanding of the customer or 

manufacturing system, and elf-motivated creativity (Noe, 1999). 

Many companies have adopted this broader perspective, which is known as high-leverage 

training. High-leverage training is linked to strategic business goal and objectives, uses a 

compares or benchmarks the company's training programs against training programs in 
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other companies. Continuous learning requires employees to understand the entire work 

system including the relationship among their jobs, their work units, and the company. 

Employees are expected to acquire new skills and knowledge, apply them on the job, and 

share this information with other employees (Noe, 1999). 

2.3 Development 

Development refers to formal education, job experiences, relationships, and assessments 

of personality and abilities that help employees prepare for the future. Because it is 

future-oriented, it involves learning that is not necessarily related to the employee's 

current job. 

Development helps prepare them for other position in the company and increases their 

ability to move into jobs that may not yet exist. Development also helps employees 

prepare for changes in their current job that may result from new technology, work 

designs, customers, or product markets. Development may be mandatory for employees 

who have been identified to have managerial potential. However, most employees must 

take the initiative to become involved in development. Both training and development 

will be required and focus on current and future personal and company needs (Noe, 

1999). 
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2.4 Training and Development 

Training and Development was not viewed as an activity that could help companies 

create "value" and successfully deal with competitive challenges. Today that view has 

changed. Companies that use innovative training and development practices are likely to 

report better financial performance than their competitors that do not. Training and 

development also helps a company to meet competitive challenges. For example, as 

companies attempt to expand into foreign marketplaces, their success will be determined 

by employee's ability to work in a new culture. 

Costumers are demanding high-quality products and services. As a result, employees 

must understand how to monitor and improve that quality of goods and services (a quality 

challenge). Many companies have decentralized operations and have employees working 

at home, as they travel, and at different hours. Companies are also trying to better utilize 

employee's talents through new work designs (such as work teams) and new technologies 

such as computer-assisted manufacturing processes (a high-performance work system 

challenge). Although many companies are interested in using high-performance work 

system practices including teams and computers, employees may not possess the skill 

levels for these systems to be effective. Training and development plays a key role in 

helping companies meet these challenges! To do so, companies need to train employees 

to work with persons from different cultures both in the United states and abroad. New 

technologies such as Web-based training and multimedia reduce the costs associated with 

bringing employees to a location for training 
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Companies want a force that is motivated and productive, has up-to-date skills, and can 

quickly learn new skills needed to meet changing customer needs. Employees want to 

develop skills that not only are useful for their current jobs but also are congruent with 

their personal interests are values (A.Noe, 1999). 

2.5 Training and Development in Small Medium Sized Enterprises 

Upgrading the skills of all types of workers, including managers, is central to firm 

performance in knowledge-based economies. The quality of management is particularly 

important for small and medium sized enterprises which must be able to adapt quickly to 

evolving markets and changing circumstances, but which often have limited resources. 

Such constraints also put limits on their ability to engage in training, even though studies 

indicate that there is a positive correlation between the degree of management training 

and the bottom-line performance of a SME. There is evidence that formal management 

training can reduce the failure rates of small firms, which are far more likely to fail than 

larger firms, particularly in the early years. These are the findings of studies conducted 

in Canada, Finland, Germany, Japan, the U.K., and U.S., (Gray, 2004). 

For a variety ofreasons, smaller firms are less likely than larger firms to provide external 

training to all grades of workers, including managers. In addition to financial constraints, 

information gaps make smaller firms less aware of the benefits they would obtain from 

management training and few see training as a strategic tool. Due to higher turnover in 

managerial staff, small firms may not realize the same benefits from training investments 

as larger firms. And since training providers must group a number of SMEs together to 
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realize scale economies, such as generic training may be of more limited value to a small 

firm than to a larger firm receiving more targeted courses. 

For these reasons, and to realize the social benefits from high-performance SMEs, many 

governments have implemented programs to enhance SME management training. 

2.6 Factors Influencing Training and Development in SMEs 

According to the literature, with particular emphasis on the Loan-Clarke et al (1999) 

study, it can be said that there are a range of variables that are considered to be 

potentially influential to investment in management training. 

following four variables were derived; 

For this study the 

2.6.1 Industrial sector 

Wong et al. (1997) suggested that different industrial sector have different training 

requirements. In relation to training and development, they propose that service sector 

SME's may place greater emphasis on training to maintain customer relationships. 

2.6.2 Ownership 

The influence of ownership has been noted by various researchers. Martin and Staines 

(1994) have identified that owners and partners place more emphasis on technical rather 

than managerial skills, whereas non-owner manager reversed the relative importance of 

these two factors. This may because non-owner managers are interested in career 
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progression, e.g. into management. It may also be the case that owner-managers feel 

threatened if their subordinates develop their managerial competence. Therefore it was 

hypothesized that the more distant the form of ownership form personal ownership ( e.g. 

managing a subsidiary of a large organization), the greater the investment in MTD. 

Cromie et al. (1995) have identified that (Irish) family firms were less keen on formal 

management training than non-family firms. Therefore, it was hypothesized that where 

the founding family continued to be involved in the management of the business there 

would be less training and development. 

2.6.3 Age 

Storey ( 1994) has suggested that, as the survival rates of small firms are significantly 

poorer than those of larger organizations, the small firm may not be in existence to see a 

return on its investments in training and development. Because benefits from training are 

generally considered to occur in the long rather than the short-term, it is argued that the 

older the organization the more likely it is to invest in management training. 

2.6.4 Size 

Perhaps the most consistent finding in SME's research is that the larger organization, the 

more likely it is to engage in training (Cambridge Small Business Research Centre, 1992; 

Marshall et al. 1995). Small businesses are likely to be more financially constrained than 

larger organizations and thus be less inclined to purchase a product that they may not 

consider to be essential. 
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2.7 Conclusion 

This section gave a brief literature review of the training activities in SME's. And the 

following section gives a Theoretical Framework of training activities in SME's. 
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CHAPTER III 

SMALL AND MEDIUM SIZED ENTERPRISES 

3.1 Introduction 

This chapter gives a brief review of the SMEs in general and SMEs in North Cyprus. 

3.2 Defining Small Business 

Small businesses are the most common from of business worldwide, but researchers have 

always had difficulty in satisfactorily defining them and separating them from larger 

firms. As most small business researchers would argue, a small firm is not just one that is 

smaller than a larger organization; it is also a business that is often managed and run in 

ways fundamentally very different from a large corporation Schaper and Valery, 2004). 

3.2.1 Generic definitions 

There are essentially two broad ways in which to define a business. The first approach is 

to focus on the qualitative or intangible characteristic of the firm, in other words, the way 

in which it does things, and how it is managed. This is a useful mechanism for 

understanding how a small firm is organized, how it operates, and who runs ( or manages) 

it on a day-to-day basis. 

During the last 30 years, a number of qualitative criteria have been suggested as key 

defining features of a small firm. In a general sense, a business has been regarded as 

small if it has the following characteristics: 

• It is independently owned and operated. 
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• The owners contribute most, if not all, of the operating capital. 

• The main decision - making function rest the owners, who usually also ork full 

time in the firm (accordingly, they are often referred to as owner- managers). 

• The business has only a small share of the market in which it operates (Schaper 

and Volery, 2004). 

Qualitative definitions are very useful in helping to understand the nature of the business, 

the role of the owner, and how the business is run, since such an explanation focuses on 

the people who work within the firm and who control the firm, and the way they behave. 

However, it can be extremely difficult to measure and analyze these characteristics, since 

such qualitative definitions are often based on subjective concepts. 

The alternative is to look at some quantitative aspects of the business. These are 

empirical measures that are relatively easy to define and measure. Some common 

quantitative variables which are used to categories and short business include; 

• the number of staff (if any) that work in the firm 

• annual level of wages and salaries expenditure 

• legal structure of the firm 

• the total annual turnover (sales revenue) that the business generates 

• the dollar value of the total assets (such as office equipment, factory machinery 

and/or property) that the business owns 

• the share of ownership that is held by the owner - managers (Schaper and Volery 

(2004). 
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