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THE SMALL AND MEDIUM ENTERPRISES IN GCCS: A COMPARISON BETWEEN SULTANATE OF OMAN AND 

UNITED ARAB EMIRATES 
 

DR. THRESIAMMA VARGHESE 

ASST. PROFESSOR 

FACULTY OF BUSINESS 

SOHAR UNIVERSITY 

SULTANATE OF OMAN 

 

ABSTRACT 
Small and Medium-sized Enterprises are the main drivers of job creation, growth and economic diversification (Gulf Research Centre, 2009). They have local roots 

and provide local jobs, but can also exploit the opportunities from globalization. Despite the GCC region’s strong entrepreneurial traditions and the large size of 

the Gulf SME sectors, they have not yet fully lived up to their potential of sustainable diversification and job creation. SMEs therefore deserve an adequate public 

policy to help them to get their ideas off the ground and grow, as well as tailor-made services provided by specialized support organizations. Chambers of 

Commerce in GCC countries are at the core of SME development. Building on their expertise in providing business support services and their daily direct contact 

with their member enterprises, they are in the best position to put forward specific policy recommendations to national and regional governments. At this 

junction, this research paper tried do a comparative framework, comparing SME policies of Oman and U.A.E in particular. This study tried to give an insight to the 

various programmes and structures of SME’s in these two countries by addressing the existing definitions of SMEs in the Oman and the U.A.E through presenting 

and analyzing the available economic data on both country’s Small and Medium Enterprises (SMEs).This study have used the secondary data and relied on a 

descriptive methodology. Here we tried to propose some recommendations that could be considered across the region to further SME development. 

 

KEYWORDS 
Annual turnover, GCC, SME.  

 

INTRODUCTION 
ntrepreneurship is thriving around the world. Many nations across the globe are seeing similar growth in their small Business sectors. A variety of 

competitive, economic and demographic shifts have created a world in which “small is beautiful” (Scarborough, Zimmerer & Wilson, 2009). It is generally 

agreed that Small and Medium enterprises are the main pillars of growth, development and diversification for countries in all stages of development. ( 

EU-GCC Chamber Forum -2009). The SME definition that is the most widely shared in the developing world – adopted among others by UNIDO – is based on the 

headcount of the workforce using the following thresholds: Micro enterprises: employment level below 10,Small enterprises: employment level from 10 to 49,• 

Medium enterprises: employment level from 50 to 249.(UNIDO,2008). 

Small and Medium-sized Enterprises (SMEs) are the main drivers of job creation, growth and economic diversification (Gulf Research Centre, 2009). They have 

local roots and provide local jobs, but can also exploit the opportunities from globalisation. SMEs therefore deserve an adequate public policy to help them get 

their ideas off the ground and grow, as well as tailor-made services provided by specialized support organisations. Chambers of Commerce are at the core of 

SME development. Building on their expertise in providing business support services and their daily direct contact with their member enterprises, they are in the 

best position to put forward specific policy recommendations to national and regional governments.  

This research paper tried do so in an explicitly comparative framework, comparing SME policies of Oman and U.A.E in particular. This study tried to give answer 

to the various programmes and structures of SME’s in these two countries. The study has used the secondary data to assess the SME situation in both countries 

being relied on a descriptive methodology. The present study intends to address to existing definitions of SMEs in the Oman and U.A.E through presenting and 

analyzing the available economic data on Oman and U.A.E SMEs, identifying the main development challenges Oman U.A.E SMEs face, comparing and evaluating 

existing SME support programs in the region, and proposing a list of key policies that should be considered across the region to further SME development. 

 

SMES IN THE GULF COOPERATION COUNCIL 
The GCC is an oil-based region with the largest proven crude oil reserves in the world (486.8 billion barrels), representing 35.7% of the world’s total; while the 

OPEC accounts for 70% of the world’s total proved crude oil reserves. This region ranks as the largest producer as well as exporter of petroleum and plays a 

leading role in the world in general and OPEC in particular. The six countries of the GCC region have enjoyed a spectacular economic boom until late 2008. The 

GCC economy tripled in size to $ 1.1 trillion during 2002 to 2008 (Kaleej Times-2009) .GCC countries account for 52% of the total OPEC oil reserves and 49% of 

the total OPEC crude oil production. For the GCC region, oil and gas sector represents approximately 73% of total export earnings, roughly 63% of government’s 

revenues and 41% of its GDP. The region is continuing its economic reform program, focusing to attract domestic, regional and foreign private sector investment 

into oil & gas, power generation, telecommunications, and real-estate sectors. The slump in global oil market due to the global financial and economic crisis 

slowed the pace of investment and development projects, but the recent global economic recovery will result in a sharp rebound in the region’s economic 

activities. Small and medium enterprises (SMEs) have become the talk of the town in the Gulf region. Barely a month passes without a workshop, conference or 

major public event on SME development. 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. Yet, only limited research has been done about the challenges that Gulf SMEs face; policy prescriptions are often quite 

generic; and no systematic, Many SME development issues in the Gulf resemble those of the developing and developed  world more generally; others are more 

particular to the Gulf. In almost all cases, the policy solutions need, to some extent, to be specific to the region. The assumption of the present report is that 

SME growth is not desired at all cost, but only makes sense if it leads to diversification, innovation and the creation of employment for Gulf nationals.Gulf-wide 

benchmarking of SME policies has been undertaken so far. It is not even clear how exactly an SME is defined.  

 

WHAT IS A GULF SME? 
There are three main criteria used to define when a company is considered a small or medium enterprise: the number of employees, the annual turnover and 

the assets of a company. Due to the scarcity of financial company data in the Gulf, most public and private bodies dealing with SMEs base their definitions 

merely on the first criterion, the number of employees. Even then, however, there is no consistent definition of the thresholds which define whether a company 

is considered small, medium or large – neither between nor, often, within countries. The issue of definition is important, as only a generally agreed 

categorization of companies allows for collecting comparable data across sectors and countries. Such data are essential for coherent and coordinated policy and 

resource planning. As important, the needs and capacities of medium-size companies are often quite different from those of small or micro-enterprises. For 

tailor-made support programs, the target groups need to be exactly identified and measured. This requires a consistently applied definition. 

The average share of small and medium scale enterprises (SMEs) lending in the GCC is only 2% of total lending, while in the non-GCC, it is 14%, according to a 

World Bank study. (Worldbank.2009) .Although the size of the SME sector in the GCC may remain constrained by the nature of the oil economies, there is scope 

for enhanced funding, provided access to finance is expanded for resident non-nationals. (Draft working paper of the Bretton Woods institution).With the 

E
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average share of SME lending in the Middle East and North Africa remaining low at 8% of total lending, there is a dire need to improve the financial 

infrastructure to enhance funding for the SME sector, the paper said. It is “noticeable” that the average shares of SME lending was “consistently” low across all 

the GCC countries, while there is more variation among the non-GCC countries, said the paper, titled ‘The Status of Bank Lending to SMEs in the Mena Region: 

The Results of a Joint Survey of the Union of Arab Banks and the World Bank’.(Gulf times,4
th

 august,2010) 

The low share of SME lending in the GCC reflected to a large extent by the structure of the oil-based economies as they were less diversified, dominated by very 

large enterprises and characterised by appreciated exchange rates and small non-oil traded sectors.“These factors imply a more narrow space for SMEs to 

flourish, especially in non-oil sectors producing traded goods,” (Roberto Rocha, Subika Farazi, Rania Khouri and Douglas Pearce-2009).Moreover, according to 

the paper, the GCC countries tend to have small populations and the nationals tend to find attractive positions in the public sector, which may also discourage 

risk-taking in the SME sector. By contrast, in the non-GCC countries, there is probably scope for more SME growth across a wider range of economic sector, 

including traded sectors and also as part of supply chains linked to large enterprises. 

Finding “significant” scope for further SME lending in the Mena region, the paper found large differences between the long-run targets and the actual shares of 

SME lending as reported by the banks.“This is true in both the GCC and non-GCC regions, although targets are significantly lower in the GCC (about 12% of total 

lending), revealing that the banks themselves have concluded that there are natural limits to profitable SME lending in oil-based economies,” (Roberto Rocha, 

Subika Farazi, Rania Khouri and Douglas Pearce-2009) 

 

SMES IN THE SULTANATE ON OMAN 
Sultanate of Oman is a middle-income economy with notable oil and gas resources and substantial trade and budget surpluses. Petroleum accounts for 64% of 

total export earnings, 45% of government revenues and 50% of GDP. Hydrocarbon sector represents one of the most important sectors of the Omani economy. 

Oman possesses 5.50 billion barrels of proven crude oil reserves which account for 1.2% of the total GCC reserves – almost 0.4% of the world total reserves. 

With current oil production at 0.806 million barrels a day, oil reserves are expected to last for 19 years. A period between 2003 to late 2008 was the best period 

for the economy in terms of economic performance on the back of sustained high oil prices, which have helped build Oman’s twin surpluses (budget and trade 

surpluses), and foreign reserves. (Ministry of National Economy, 2008)It has a strong and diversified private sector, which covers industry, agriculture, textile, 

retail and tourism. Its major industries are copper, mining and smelting, oil refining and cement plants. It further seeks private foreign investors, especially in the 

industrial, IT, tourism and higher education fields. Industrial development plans focus on gas resources, metal manufacturing, petrochemicals, and international 

transshipment ports. Oman is actively pursuing a development plan that focuses on diversification, industrialization and privatization, with the objective of 

reducing oil sector’s contribution to GDP to (9%) in 2020. The global economic recovery will have a positive impact on the economy. (8
th

 FYP, 2011-2015) 

According to the Omani Ministry of National Economy, companies with up to 5 employees are micro-enterprises; companies with up to 20 are considered small, 

while those with up to 100 are medium. According to the Ministry of Commerce and Industry, however, companies with up to 10 workers are small, while those 

with up to 50 are considered medium size. Banks in Oman have yet different definitions, sometimes based on company turnover – data which private financial 

institutions can more easily obtain from their clients than state agencies can. 

There are only in fact 15,000-20,000 of SMEs in Oman generating 10-20 per cent of employment. (Oman Economic Review, August 17
th

,2011). In Oman, SMEs 

finance comprises only 2-5 per cent of the portfolios of local banks. Estimates from the World Bank indicate that SMEs have contributed over 55 per cent of GDP 

in OECD countries and between 60-70 per cent of GDP in middle-income and low-income countries generating 60-70 per cent of employment. Thus there is a 

significant potential for the SME segment in Oman to grow in terms of contribution to GDP and creation of employment. 

There are essentially three distinctive features of SMEs in Oman. Firstly the SME sector in Oman is relatively young in terms of its life cycle as compared to other 

similar markets, through the potential for growth is tremendous. Secondly, in terms of access to finance, financial institutions in Oman are yet to match the 

varying needs of SME customers in terms of products and services. And lastly, use of electronic banking channels like Internet Banking is relatively lower in 

Oman. 

TABLE 1: EMPLOYEES REGISTERED WITH PUBLIC AUTHORITY FOR SOCIAL INSURANCE, 2007 

      EMPLOYEES                                                                                                  REGISTERED      COMPANIES                                          

Number of Insured (%) Number (%) Number 

1 3.4 4,501 42.6 4,501 

 2-5 8.4 11,080 37.2 3,934 

6-10 4.4 5,832 7.4 787 

11-20 5.8 7,585 4.9 514 

21-100 20.8 27,344 5.9 929 

100+ 57.2 75,433 2 212 

Total  100 131,775 100 10,577 

     

Source: Oman Chamber of Commerce and Industry-2007-2008 

We see that companies with up to 10 workers constitute 87% of all companies, but employ only about 16% of total Omani private sector employees with social 

insurance – a modest contribution. About 43% of total employees work in companies with up to 100 insured workers. About 2% of companies employ more than 

100 workers, and their share in total employment provision is 57% – both higher shares than in Europe. 

 

TABLE 2: NUMBER OF OMANI REGISTERED COMPANIES BY CAPITAL 

 Number Capital(<000 OR)   

39,366 Under 5 

24,385 5 to 10 

46,055 10 to 25 

8,878 25 to 50 

9,382 50 to 100 

9,366 100 to 250 

1,061 250 to 500 

539 500 to 1000 

205 1000 to 2000 

85 2000 to 3000 

49 3000 to 4000 

18  4000 to 5000 

156  Over 5000 

Source: Ministry of National Economy, Sultanate of Oman-2008 
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Large companies with more than 5.3 million $ in capital constitute only 0.2% of the total. It is noteworthy that the second table (about capital) includes many 

more companies than the first one (about employment). This reflects the fact that the dominant share of micro-enterprises, perhaps 90%, does not employ 

nationals as formal workers with social insurance, and hence does not figure in national employment statistics. 

The US-Oman Free Trade Agreement (FTA) is expected to open the gateway to more ICT imports while local spending is also being boosted by the benefits of 

recent high oil prices and improved performance of the non-hydrocarbon economy. (Times Oman, 2009) 

As a consequence of these developments, Omanis having increasing amount of vendors increasing their investment in direct presence in the Sultanate, attracted 

by the strong economic growth. Many are focused on the emerging SME sector, as well as opportunities created by telecom and e-government initiatives. Oman 

remains one of the regions' more fledgling ICT markets. However, the government's emphasis on diversification is encouraging a wave of large infrastructure 

projects in sectors ranging from tourism to ports, with ICT as a key component. The total size of the ICT market is forecast to increase from $230 million in 2005 

to $400 million in 2010. The government is stepping up the information society drive with implementation of a 'Towards Digital Oman' and e-government 

strategy, led by the National Committee on Information Technology. 

 

SMES IN UNITED ARAB EMIRATES 
The UAE is a Federation of seven Emirates including Dubai, Abu Dhabi, Sharjah, Ajman, Al-Fujayrah, Umm Al-Quwain and Ras Al-Khaima, which are governed by 

the Federal Supreme Council (FSC) of rulers. Abu Dhabi and Dubai, the largest and the wealthiest two Emirates, dominate the UAE economy. It is a rich and open 

economy with a high per capita income and a sizable annual trade surplus. It has official proven crude oil reserves of about 97.8 billion barrels – almost 7.2% of 

the world crude oil reserves and 20% of the GCC reserves. With a current level of production at about 2.256 million barrels a day, oil reserves will last for about 

119 years. Oil and Gas account for nearly 25% of GDP, 45% of export earnings and 40% of government revenue(Kaleej Times-2008) .Since the discovery of oil in 

the UAE more than 30 years ago, the UAE has achieved a profound transformation from a small desert region to a modern state with very high standards of 

living. The government has increased spending on job creation and infrastructure expansion, and opened up its utilities to greater private sector participation. 

The sound policies supported by structural reforms have enhanced the role of the private sector, contributing to growth of the non-hydrocarbon sector and 

diversification of the economy. They have also enhanced economy's resilience to external shocks. Foreigners have been allowed to buy property in Dubai since 

2002 and have usually received long-term visas, allowing them to settle in the Emirates. Higher oil prices, increased export revenues, strong liquidity, housing 

shortages and cheap credit in 2005-08 led to a surge in asset prices (shares and real estate) and consumer price inflation. But the global financial and economic 

crisis, tight international credit, falling oil prices, and deflated asset prices, caused the UAE economy to shrink in 2009. The UAE’s strategic plan for the next few 

years focuses on diversification and creating more job opportunities for nationals through improved education and increased private sector employment. In its 

diversification efforts, the UAE has developed its tourism sector and held the leading position for the destinations attracting business in the future.  

In the UAE, different definitions have been used for SME’s by government and by banks. Until 

recently, the Dubai Chamber of Commerce considered companies with less than 10 employees micro, those with less than 20 or 25 small, and those with less 

than 100 medium-size, provided turnover is less than 100 million Dirham/year. UAE banks usually consider companies small if their turnover is below 10 million 

$/year (37 million Dirham) and medium-size if it is under 25 million $ (90 million Dirham). In late 2009, the Dubai government set a general definition for SMEs, 

which is differentiated by sector and takes both turnover and workforce size into account. A UAE-wide SME definition is currently under preparation by the 

federal government. 

TABLE 3: OFFICIAL DEFINITION OF SME CATEGORIES IN DUBAI 

  Trading   Manufacturing    Services 

 Employees Turnover Employees  Turnover Employees Turnover 

Micro <=9 <=AED9mn <=20 <AED 10mn <=20 <=AED3mn 

Small <=35 <=AED50mn <=100 <=AED100mn <=100 <=AED25mn 

Medium <=75 <=AED 250mn <=250 <=AED250mn <=250 <=AED150 mn 

Source: Mohammed Bin Rashid Establishment for SME Development-2008 

In the UAE, SMEs also constitute at least 90% of all businesses. As the most recent available establishment survey stems from 1995, some extrapolation is 

necessary to estimate their role today. In 1995, a total of 93,263 companies were registered as active in the UAE, of which 1020 had more than 100 employees. 

The share of SMEs hence was about 99%, and the share of micro-companies with up to 9 employees almost 80%.At the same time, micro-companies contributed 

about a third to total employment, The total employment by SMEs, i.e. companies with less than 100 workers, amounted to 63% of the overall workforce 

(Report Mohammed Bin Rashid Establishment for SME Development -2008) 

 

TABLE 4: BREAKDOWN OF UAE COMPANIES BY ESTABLISHMENT BY SIZE 

size of the company  Number of the company (%)  Total Employees (%) 

1-9 73204 78.49% 257,615 33.02% 

10-49 8283 8.88% 161,341 20.68% 

50-99 1039 1.11% 69,502 8.91% 

100+ 1020 1.09% 291,681 37.39% 

Total 93,263 100% 780,139 100% 

Source: Chamber of Commerce and Industry-2008 Report 

We know however that the total number of establishments has increased from 93,000 to about 157,000 by 2005, a growth of almost 70%. During 2007, there 

were about 85,000 SMEs registered with the Dubai Chamber of Commerce and Industry alone. The sectoral breakdown of SMEs in the UAE shows that three 

fifths of companies active in the trading sector, and a mere 5% in manufacturing. This probably has to do with the large expatriate-run economy in the Emirates 

that is supported by small retail outlets. 

FIGURE1: SECTORAL BREAKDOWN OF UAE SME 

 
Source: Standard Chartered -2009 
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With development of the ICT sector a key element of the UAE government's economic development strategy, a number of major initiatives together with 

regional economic and trade liberalization ensure strong growth. The UAE government is encouraging the development of 'smart cities' - another regional hot 

point. ICT is expected that the total size of the UAE ICT market to increase from $1.3 billion in 2005 to around $2.6 billion in 2010, with the ICT services sector at 

the forefront of growth. Recently, the UAE government announced that ICT is targeted 90% of businesses online by the end of 2007. One of the key non-oil 

sectors driving the economy is real estate, which is experiencing a massive investment boom in the past five years. Banking sector is one of the single largest 

industry vertical in terms of ICT investments over the next five years.  

 

CONCLUSION 
We need to conclude that the data on SMEs’ economic contribution to U.A.E and Oman are incomplete and only partially comparable across cases. Some basic 

facts about their economic role can be established, however: SMEs constitute more than 90% of businesses in every country of the region. A large share of SMEs 

is active in the trade sector; other important sectors include small-scale workshops, hotels and restaurants as well as contracting. Major Findings are that the  

sectoral structure of both countriy’s SMEs is skewed towards simple contracting and trading operations, other sectors tend to be under-represented and  micro-

enterprises in particular offer very little employment to both countries citizens and existing SME support programs are diverse and often innovative, but also 

very fragmented and have not seen a systematic evaluation of their results. It can be concluded that because of more globalized U.A.E’s SME sector is little more 

advanced than Oman in many directions. 

SME support programs in the future can be more oriented towards providing an enabling environment for SME growth and less towards subsidized credit and 

free business support services. The fostering of cooperative structures among SMEs, which currently operate in an atomized environment, should be one main 

focus of support programs .It would be advisable that lead agencies should be designated to coordinate and benchmark SME support policies, consolidate 

available information, and make it publicly available. 
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