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SMEs contribute significantly to the development and growth of
efficiency, particularly to innovation, job generation, and
International competitiveness. They are therefore the main drivers
for growth and economic diversification

SMEs are the backbone of any successful and sustainable economy

They are the blood cells behind successfully diversified economies
and large corporations

They have local roots and provide local jobs, but can also exploit the
opportunities from globalization.

It is generally agreed that economic diversification and job creation
for Gulf nationals will not succeed if SMEs do not play a substantial
role in the process
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Examples cited from major economies in the world:

According to an investigation conducted by the U.S.
Bureau of the Census:

SMEs accounts for more than 40 percent of known
U.S. merchandise exports.

Much of the growth in SME merchandise exports was
attributable to an increase in the number of new
market entrants.

The services sectors were the most important for
SME economic activity, accounting for 79.0 percent
of SMEsO contri bution to C



According to the census :

SMEs accounted for 99.9 percent of the 27 million
employer and non-employer private nonfarm
businesses in the United States in 2006.

The vast majority of SMEs are firms with fewer
than 20 employees



The Census states that:

SMEs employed roughly half of the 120 million
nonfarm private sector workers in the United
States in 2006.

Employment within SMEs and larger firms grew by
comparable rates between 1998 and 2006, and was
largely fueled by employment growth in services
and construction sectors



SMEs are an important source of innovation
processes, products, and services and can be more
efficient at producing innovation than large firms



SMEs provide important opportunities for all citizens to develop
entrepreneurial skills

The potential of SMEs to promote domestic-led growth in new and
existing industries and to strengthen the resilience of the economy
In a competitive and challenging environment is inarguable.

According to Department of statistics of Malaysia, the economic
growth in developed countries such as Japan, Korea, Taiwan and
many others, was significantly generated by SME activities.

The percentage contribution of SMEs to Gross Domestic Product
(GDP)/total value added ranges from 60.0 percent in China, 57.0
percent in Germany, 55.3 percent in Japan and 50.0 percent in
Korea, compared to 47.3 percent attained by Malaysia.

The SME growth is assessed by SME contribution to the three (3)
main sectors of the economy; manufacturing, services and
agriculture.



This shows that small and medium enterprises
(SMESs) have been the backbone of economic
growth and driving industrial development.

Due to their sheer numbers, size and nature of
operations, the role of SMEs in promoting
endogenous sources of growth and strengthening
the Infrastructure for accelerated economic
expansion and development has to be recognized.



Are SMEs living to their full potential
In the Gulf Region

The belief that SMEs
Despite the growth is not
Importance, the Only limited desired at all cost.
large size of SME research has been Only If it leads to
sector in the Gulf, done about the diversification,
SMEs have not lived challenges that Gulf innovation and the
up to its full SMEs face creation of

potential employment for Gulf
nationals

It IS not even clear how
exactly an SME is
defined
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How SMEs are defined in the Gulf

There are three main criteria used to define when a
company is considereda  small or medium enterprise

-------- The number of employees
-------- The annual turnover
-------- The assets of a company
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ow SMEs are defined in the Gulf

Most public and private bodies dealing with SMESs
base their definitions on the number of employees

However, there i1s no consistent definition of the
thresholds which define whether a company is
considered small, medium or large within the Gulf
countries

According to a research conducted by

Dr. Steffen Hertog who conducted a Survey of challenges
and opportunities to benchmark the SME Policies in the
GCC, he came up with the following definitions




How SMEs are defined in Bahrain

The Ministry of Commerce and Industry (MOCI) considers

Micro -enterprises to have up to 10 employees,
Small enterprises up to 50, and
Medium -size ones up to 150 employees

An exception is made for the labor-intensive textiles and garment
sector, where companies are still considered medium-size with up to
300 employees.

MOCI also differentiates companies by investment levels, with the
thresholds being 20,000, 500,000 and 2 million Dinars for micro, small
and medium-size enterprisesrespectively

It is doubtful, however, that MOCI has reliable data on invested capital
for all local companies.
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How SMESs are defined in Kuwait

The Kuwalit Small Projects Development Company, a
state-financed fund that takes equity shares in small
and medium projects considers projects with capital
up to

150,000 Kuwaiti Dinar (520,000 $) as small

Thosewith less than 500,000 Dinar ( 1.7 million $)
as medium-size.

The number of employees does not appear to be used
as sizecriterion.
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How SMEs are defined in Oman

According to the Omani Ministry of National Economy , companies with

Up to 5 employeesare micro-enterprises,
Up to 20 are considered small,
Up to 100 are medium.

According to the Ministry of Commerce and Industry, however, companies
with

Up to 10 workers are small
Up to 50 are considered medium size

Banksin Oman have yet different definitions, sometimes based on
company turnover
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How SMEs are defined in Qatar

There seems to be no consensual definition of
small and medium enterprises in Qatar, where
SME support policies are still in their infancy and

the sector isrelatively undifferentiated .
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How SMESs are defined in S.A

In Saudi Arabia, there are again several institutions using different
definitions. The Saudi Arabian General Investment Authority has
In the past classified

Small enterprises as havingless than 60 employees, while
Medium -size companies as having less than100

According to other bodies,

Small companies are those with less than 5 million Saudi Riyals
(1.3 million $) of capital, while Medium -size ones have capital
between 5 and20 million SR (5.3 million $) © similar to the capital
criteria of Bahrainos MOCI
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