
M
any small towns in
Ireland today are
scarred by

whitewashed windows and
locked doors that once housed
successful family-run
businesses. Clothes shops,
grocers, shoe shops, pubs,
butchers, all manner of
businesses have gone to the wall
since the crash of 2007.
Family-run companies play a

big role in Ireland’s economy.
According to Kieran McCarthy, partner at Hughes
Blake Chartered Accountants and author of Family
Business: A Survival Guide, 75% of all SMEs in
Ireland are family-owned and contribute 50% of
GDP. “They are central to the success of the
economy – now and in the future,” he states. “As the
economy continues to improve, the condition of
family businesses will have a role in determining
the fate of the economy at large.” 
He stresses that not all family-run companies are

small operations. “Worldwide, family firms continue
to have an impact and include firms of all sizes
such as household names like Mars, Samsung and
BMW. In fact, family controlled firms now make up
19% of the companies on the Fortune Global 500,
which tracks the world’s largest firms by sales.”
Nevertheless, the recession has had a marked

effect on family-run companies, McCarthy says:
“The impacts of the recession have left a lasting
impression on high streets across Ireland, where
SMEs, including family businesses, were shuttered
in a reflection of high unemployment rates and low
consumer sentiment.” 
They weren’t helped by the arrival of large chains

drawing customers to newly built shopping
centres, and away from the rural villages and small
towns. McCarthy believes this trend has “left many
communities without their heart. The social aspect
of retail businesses, particularly family-owned ones
– as well as the goods they provided – is now
absent.”
Patricia Callan, director at the small firms

association (SFA) agrees that regional town centres
have been hit in the recessions but adds: “Those
businesses that continue to thrive and indeed that
have established during the recession, differentiate
themselves in the marketplace by offering
exceptional customer service at a local level.” 

Durability
JJ O’Connell is director at Family Business Ireland,
an information and support service for the
founders, owners, next generation managers and
professional advisors of family businesses. The

organisation has helped hundreds
of family-run businesses in Ireland
successfully manage the issues of
succession, legacy, transference
and continuity over the past 15
years. He argues that family-run
businesses may have been more
durable during the recession
because people in their own
companies would be more willing

to trade through the bad
times by cutting their own wages or making other
sacrifices that other businesses would not. 
But this can also be a negative factor. Once

family-run companies get into difficulty, they often
feel there is “no option but to see things through,”
O’Connell says. “If they can’t see a light at the end of
the tunnel, they order more tunnel. They keep
digging because they think sooner or later they’ll
find a gold seam and if they stop digging the
enormity of the hole they’re in becomes obvious”. 
Another factor adding pressure to small local

family run businesses is the
emergence of online shopping
and services. Mark O’Mahony,
director of policy at Chambers
Ireland accepts that “as an
increasing number of services
are provided online and
remotely by operators, locally
focused businesses can find
themselves squeezed by
competition from outside their
region, or even outside the
country”. He says the onus is on
family owned business to respond to these
challenges proactively. 
McCarthy accepts e-commerce has added

pressure on family run businesses in terms of price
competition for imported goods, with Irish
consumers able to source the same produce
cheaper overseas. But he believes that shopping on
the net “has helped family businesses which have
embraced it. The investment is significant to get the
website right but it can have huge payoffs for the
firm. It allows for international trade and an
inherent scalability for those that have a unique
produce such as crafted goods [like] pottery, glass,
and jewellery”.
A lot of family-owned businesses are taking

advantage of online service providers, he adds,

such as restaurants and takeaways that use Just
Eat. “It means they don’t have to make the capital
investment but benefit from broader business as
customers can place their order on the Web,”
McCarthy says.
Callan says online service can be a threat but she

has met “several IT sales and support providers
who are successful in regional towns, because
many people still prefer to deal with someone local,
who is conveniently located close to them, who
they relate to personally and who they can rely on
to give them expert advice and solve their
problems in a timely manner”. 
She suggests that people are “still willing to pay a

premium for this expert advice, exceptional
customer service and local know-how, versus just
going online. I think there is also a strong sense of
supporting family businesses in the local
community, but this is something that must be
developed further by strategic Government focus
on the redevelopment of regional town-centres”.
As a relatively new industry, the IT sector is

unlikely to have many family-run businesses that
have gone through a generation or two. Callan
believes that many IT family businesses “are
mainly first generation businesses, but most
businesses that set up by definition are family
businesses, as many husbands/wives/siblings, etc.

help out, at least at the start”.

Standards
Michael Conway, director at
Renaissance, estimates that
there are quite a few family run
businesses in the IT sector. He
outlines a scenario where one
person with engineering skills
teams up with someone with

sales skills and then they
employ husbands or wives as they progress. “In
smaller partners, you very often find family
members,” he says. The bulk are in companies with
five or less employees.”
The challenge for the types of operations that

start up with a local computer shop or a local IT
service is in working out how to charge people to
tidy up a PC, for example. “How do they make
money out of what they provide?,” Conway asks.
“They have to grow to a sensible critical mass and
have some good customers as well.”
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“In smaller partners, you very
often find family members.

The bulk are in companies with five or less
employees” 
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owned business, people are

supporting not just a local business, they
are supporting their local community”
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Conway believes that “there is a real
opportunity” for small family run businesses in the
IT sector but argues “they need to be difficult and
arrogant about it”. The opportunity is presented by
the fact there are many small businesses scattered
around the counties and towns of Ireland and they
are “out on a limb, so they have to find somebody
local to deliver stuff, put in a cable or set up their
wireless. They
need a local
computer partner
type guy”.
But small IT

shops will struggle
to support lots of
different types of
products and
implementations.
Conway says they
need to
standardise and
convince their customers to do so
too. “Where it works really effectively
is if they say “this is what I sell – this
printer, this server, this laptop and this PC. If you
want something different, that’s fine, but don’t
come back to me about it”. That way they always
know what they’re going into.”
In other words, he thinks small family run IT

businesses have the greatest chance of success by
running “a very vanilla business and keeping it
relatively straightforward and simple. Otherwise
they could end up trying to support 10 or 20
different things”.
A significant issue facing all family run

organisations is that they observe business and
family governance. McCarthy says this is “of
paramount importance when it comes to ensuring
the success of the family business over the long
run”. Which means that even if they are hiring a
wife, husband or brother, they make sure “due
process is undergone for anyone joining the firm,
whether they are a family member or an outsider.
Everyone must bring a clear skill set to the
business so that their value is evident to all”.
It’s also imperative that companies avoid the

perception of favouritism for family members.
“Everyone must be treated equally and all perks
must be earned by the work carried out by the
individual, he adds. Successful family firms have
clear roles of responsibility and reporting
structures. If everyone knows what their role is and
who they answer to, the business runs more
smoothly.
McCarthy stresses that it’s also important that all

employees can share in a vision for the future of
the company. “If family members and other

employees alike can see a role for themselves in
the future success of the company, they are more
likely to demonstrate loyalty and stay committed
to their role,” he remarks.
Governance is an issue that O’Connell deals with

a lot at Family Business Ireland. In many family
business, “the structure doesn’t really appear”, he
says. Most companies are started by people with
the “entrepreneurial persistence to take a risk and
work hard. They do it out of a passion for making
nice food or building new technologies, but they

never started
a business to
employ
people. So
normal
business

discipline
doesn’t apply”.

Succession
No wonder then that failure rates are very high for
family businesses after the principal’s involvement
comes to an end. O’Connell quotes a figure of 72%
of family run businesses ceasing
to trade within five years of the
principal leaving, adding that
“only 13% of those that do survive
will successfully get into the
third generation”. If they do
survive, it’s because they’ve
introduced business discipline,
structure and a management
board and learned how to
transfer the wealth of the
company.
McCarthy agrees that

succession is an important factor
to plan for in family run operations. The transfer of
power when the generation in charge of the family
business retires “should be a carefully managed
process”, he warns, “planned for over many years in
advance, and not an event. The continuity of the
business should remain front of mind at all times in
this planning process”.
O’Connell says another danger with family run

companies is when people in the next generation
try to make decisions based on what their
predecessor would have done. He calls it “ruling
from beyond the grave” and says it leads to a real

risk of the family monument (that is, the business)
becoming a headstone as people apply thinking
from the past and make inappropriate decisions. 
McCarthy highlights the issue of sibling rivalry as

a major issue for family run companies. “It is
usually not helpful when the personal relationship
enters the business domain,” he warns, “for
example if a younger sibling is sometimes not
trusted with the larger business decisions even
though he or she might be more qualified than an
older brother or sister”. 
Ownership challenges are another potential

flashpoint. “The recommended approach to avoid
such conflict is to agree on a family charter which
acts like a constitution governing the relationship
between family members, managers and
shareholders,” McCarthy says. “It makes explicit
some of the policies and guidelines that
shareholders will follow in relations with each
other and sets out what will happen at key
junctures in the business’ trajectory.”
Whatever the pitfalls of setting up and running a

family-owned business, the fact is they have
played an important role in the well-being and

development of Ireland’s towns
and villages. It’s to be hoped that
they will continue to do so and
that technology businesses will
be among their number as IT
becomes a well-established
industry.
“The important message that

must be communicated is family
owned businesses make a
tremendous contribution to their

local community,”
says O’Mahony. “They provide jobs locally, 
pay rates locally and typically use local 
suppliers. By opting to use a local family-owned
business, people are supporting not just a local
business, they are supporting their local
community.”  8
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“The social aspect of retail
businesses, particularly family-

owned ones – as well as the goods they
provided – is now absent”

Kieran McCarthy, Hughes Blake
Chartered Accountants

“Those businesses that
continue to thrive and indeed

that have established during the recession,
differentiate themselves in the marketplace
by offering exceptional customer service at a
local level” 

Patricia Callan, Small
Firms Association
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