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Small & Medium Enterprises

The growth bearers in MENA

Growing Importance of the SME sector in MENA
The MENA region among other paradigm shifts

shift. Most countries are now faced with high population growth, high rates of unemployment, and 

in most cases poverty and a quickly reducing capacity of the already over

as a potential employer. This has led them to look at SMEs as a potential driver of employment.

Given their integral importance in the fabric of growth and sustainability, are the regional 

governments doing enough to provide them with the right tools and resour

to understand the key challenges that this industry segment faces and the measures taken by the 

various governments around the region to support them.

The primary reasons attributed to the success of SMEs in general are good leader

management as well as availability of adequate and appropriate financing as and when required. 

From a support perspective, the latter can be addressed through various government funded 

programs (the efficacy of which we will examine later in this 

there is a critical gap which cannot be addressed until it is recognized as a problem and professional 

help is sought. 

While we see a lot of progress in some economies with government support extending from 

financial support in the form of subsidies or outright finance, there are others that have set up 

frameworks for guidance to new entrants in order to help them stabilize and grow.

Critical Growth Factors 
While at first sight there would appear significant SME suppor

economies, it is primarily support in terms of subsidized loans or some form of pre training. The 

providers of such support would need to go beyond this to adequately support the SMEs. In a study 

conducted by Heartmind Strategies in 2011, it was found that there are 4 critical factors for SMEs to 

achieve sustainable growth, namely:

• Flexible, patient capital structured to fit the needs of each SME 

on appropriate terms (capital requirement, pricing a

needs of each SME across the lifecycle of the business.

• Sustainable and customized 

- Customized, robust and sustained business training and solutions, incl

information, marketing, management and finance, strategic planning and technology to 

bolster the business skills and knowledge of the entrepreneurs.

• Market linkages to supply chains to ensure SMEs have an adequate access to market 

opportunities - Linking SMEs to supply chains and to the vast potential business and 

community development opportunities and investment projects that will ensure the growth 

and sustainability of SMEs. 

• An enabling business environment

growth - Removing regulatory barriers that are harder for small and mid

overcome than for large enterprises.
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The growth bearers in MENA 

Growing Importance of the SME sector in MENA 
The MENA region among other paradigm shifts, is currently going through a significant demographic 

shift. Most countries are now faced with high population growth, high rates of unemployment, and 

in most cases poverty and a quickly reducing capacity of the already over-capacitated public sector 

potential employer. This has led them to look at SMEs as a potential driver of employment.

Given their integral importance in the fabric of growth and sustainability, are the regional 

governments doing enough to provide them with the right tools and resources. This paper attempts 

to understand the key challenges that this industry segment faces and the measures taken by the 

various governments around the region to support them. 

The primary reasons attributed to the success of SMEs in general are good leader

management as well as availability of adequate and appropriate financing as and when required. 

From a support perspective, the latter can be addressed through various government funded 

programs (the efficacy of which we will examine later in this paper), it is however the former where 

there is a critical gap which cannot be addressed until it is recognized as a problem and professional 

While we see a lot of progress in some economies with government support extending from 

support in the form of subsidies or outright finance, there are others that have set up 

frameworks for guidance to new entrants in order to help them stabilize and grow. 

 
While at first sight there would appear significant SME support in most of the Middle Eastern 

economies, it is primarily support in terms of subsidized loans or some form of pre training. The 

providers of such support would need to go beyond this to adequately support the SMEs. In a study 

egies in 2011, it was found that there are 4 critical factors for SMEs to 

achieve sustainable growth, namely: 

structured to fit the needs of each SME - Debt and equity financing 

on appropriate terms (capital requirement, pricing and tenor) structured to fit the specific 

needs of each SME across the lifecycle of the business. 

Sustainable and customized business development assistance targeted to each SME

Customized, robust and sustained business training and solutions, incl

information, marketing, management and finance, strategic planning and technology to 

bolster the business skills and knowledge of the entrepreneurs. 

to supply chains to ensure SMEs have an adequate access to market 

Linking SMEs to supply chains and to the vast potential business and 

community development opportunities and investment projects that will ensure the growth 

 

enabling business environment that addresses the barriers to their development and 

Removing regulatory barriers that are harder for small and mid-sized enterprises to 

overcome than for large enterprises. 
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Needless to say that while time would have passed, the scenario hasn’t changed much. The reason 

why this becomes a very critical point in the growth of the region is the desperate need for the 

region to create employment opportunities, especially for the youth in the 15

SME Definition – A Regional Twist
Let’s start by defining SMEs in the M

Gulf and Egypt for the North African region. UAE due to its dynamics should be considered as a 

cluster on its own. 

Company category # of Employees

Saudi Arabia   

Micro 1 –

Small 3 –

Medium 50 

    

Egypt   

Micro 1 –

Small 11 

Medium 50 

    

UAE (Services Sector Only)   

Micro 1 –

Small 21 

Medium 101 

 

SME Life Cycle 
While we have understood the definition of SMEs in the region, it would not be prudent to define 

the life cycle of an SME: 

Studies indicate that most critical to sustainable growth is the survival in the first three years (three 

year rule). If a business survives the first three years, the chances of its success become 

exponentially higher. Internationally 70

expert in MENA pegs this rate at 90% for the region. Thus it is critical for SMEs to get through the 

start up phase, and this brings us back to the kind of support needed by them
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Needless to say that while time would have passed, the scenario hasn’t changed much. The reason 

comes a very critical point in the growth of the region is the desperate need for the 

region to create employment opportunities, especially for the youth in the 15-30 years age group. 

A Regional Twist 
Let’s start by defining SMEs in the MENA region; we will use KSA as a representative for the northern 

Gulf and Egypt for the North African region. UAE due to its dynamics should be considered as a 

# of Employees Annual Revenue (USD) 

  

– 2 Less than $ 27 M 

– 49 $ 27 M - $ 1.3 MM 

50 – 200 $ 1.3 MM - $ 13.3 MM 

  

  

– 10 Less than $ 170 M 

11 – 49 $ 170 M - $ 2 MM 

50 – 100 $ 2 MM - $ 12 MM 

  

  

– 20 Less than $ 800 M 

21 – 100 $ 800 M - $ 6 MM 

101 – 250 $ 6 MM - $ 40 MM 

While we have understood the definition of SMEs in the region, it would not be prudent to define 

Studies indicate that most critical to sustainable growth is the survival in the first three years (three 

year rule). If a business survives the first three years, the chances of its success become 

Internationally 70-80% of businesses fail after 20 months in business. An SME 

expert in MENA pegs this rate at 90% for the region. Thus it is critical for SMEs to get through the 

start up phase, and this brings us back to the kind of support needed by them.  
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Governmental Support 
Below is a brief description of the various support programs in the region for SMEs:

Government Run Programs Country

Centennial Fund KSA 

Bab RiqzJameel Center KSA 

Saudi Credit & Saving Bank KSA 

Riyadah KSA 

Kafalah KSA 

Tamkeen Bahrain

Bahraini Saudi Bank Bahrain

Bahrain Incubation Center Bahrain

Dubai SMEs UAE 

Khalifah Fund UAE 

Ruwad Establishment – 

Sharjah 

UAE 

Al Tomooh Finance Scheme UAE 

Social Fund for Development Egypt 

GAFI — Bedaya Center Egypt 

Note – This is not a comprehensive list

Support or the Lack of it!
Now let’s look at the weaknesses of the current SME support programs:

• Poor coordination:  Lack the capacity and sophistication to provide customized and 

sustained business development assistance.

• Inadequate products and services

suited to fit the needs of the non

stage but still need support to sus

• Weak ecosystem:  SME support programs lack effective “implementation” or “execution” 

capacity so the aid never reaches the ones who need it. This coupled with lack of effective 

policy environment for SME formation and growth and inadequat

makes it difficult for SMEs to survive.

This leads us to conclude that the basic reasons for failure of SMEs can be attributed to a severe 

shortage of adequate funding and the correct form of funding as well as poor management on par

of the entrepreneurs. We will elaborate on the latter a little later in this paper.
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a brief description of the various support programs in the region for SMEs: 

Country Services Provided 

Subsidized Loans, Training, Advice 

Loans to start ups and Micro Finance, Training, Advice

Loans to Entrepreneurs and SMEs 

Subsidized Loans, Training, Advice 

Loan Guarantees upto 80% 

Bahrain Subsidized Loans, Training, Advice 

Bahrain Loans to start ups and Micro Finance, Training, Advice

Bahrain Financing, Training, Advice, Incubation 

Training, Advice, Mentoring, Loan Guarantees 

Subsidized Loans, Training, Advice 

Financing, Training, Advice, Incubation 

Subsidized Loans, Waived Commercial Fees 

 Subsidized Loans, Technical Assistance 

 Access to different Financial and Non-financial services

This is not a comprehensive list 

Support or the Lack of it! 
Now let’s look at the weaknesses of the current SME support programs: 

Lack the capacity and sophistication to provide customized and 

sustained business development assistance. 

Inadequate products and services:  The offerings of SME programs are not designed or 

suited to fit the needs of the non-conventional SMEs i.e. SMEs that have passed the start up 

stage but still need support to sustain and survive. 

SME support programs lack effective “implementation” or “execution” 

capacity so the aid never reaches the ones who need it. This coupled with lack of effective 

policy environment for SME formation and growth and inadequate educational programs 

makes it difficult for SMEs to survive. 

This leads us to conclude that the basic reasons for failure of SMEs can be attributed to a severe 

shortage of adequate funding and the correct form of funding as well as poor management on par

of the entrepreneurs. We will elaborate on the latter a little later in this paper. 
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financial services 

Lack the capacity and sophistication to provide customized and 

The offerings of SME programs are not designed or 

conventional SMEs i.e. SMEs that have passed the start up 

SME support programs lack effective “implementation” or “execution” 

capacity so the aid never reaches the ones who need it. This coupled with lack of effective 

e educational programs 

This leads us to conclude that the basic reasons for failure of SMEs can be attributed to a severe 

shortage of adequate funding and the correct form of funding as well as poor management on part 
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The Unconventional Life Cycle
It would be important at this point to look at how an SME grows through its life cycle, and how it 

metamorphoses into a stable organization that would then start to follow the

of a firm. The initial phases of growth that an SME goes through are illustrated in the figure 

follows: 

Source: SME’s Life Cycle – Steps to Failure or Success? 

Each of these plateaus represents a potential crisis and if not managed it would lead to a failure of 

the business. 

It is at each of these plateaus that it is critical to look at expert help in order to sustain and grow.

Entrepreneurial Management 
After having studied the issues with capital and the support provided by the various regional 

governments to SMEs, let’s look at some of the areas wherein the mismanagement or the 

management can lead to the failure of a firm. 

in the region in the past is due to lack of adequate education among the entrepreneurs which leads 

to lack of insight thereby adding to the issues that plague SME growth. In today’s time and age this is 

a problem of the past, but given the dynamic business environment and ever growing competition 

there are newer issues that are faced by the SMEs of today, we shall now analyze these with 

reference to the life cycle phases mentioned above

SMEs in the region and the issues enumerated here are typical to firms in the region and not 

elsewhere: 
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The Unconventional Life Cycle 
It would be important at this point to look at how an SME grows through its life cycle, and how it 

organization that would then start to follow the conventional life cycle 

of a firm. The initial phases of growth that an SME goes through are illustrated in the figure 

Steps to Failure or Success? – Noel Jones 

represents a potential crisis and if not managed it would lead to a failure of 

It is at each of these plateaus that it is critical to look at expert help in order to sustain and grow.

Entrepreneurial Management – An Insight 
After having studied the issues with capital and the support provided by the various regional 

, let’s look at some of the areas wherein the mismanagement or the 

failure of a firm.  The primary reason why most of the SMEs have failed 

in the region in the past is due to lack of adequate education among the entrepreneurs which leads 

to lack of insight thereby adding to the issues that plague SME growth. In today’s time and age this is 

but given the dynamic business environment and ever growing competition 

there are newer issues that are faced by the SMEs of today, we shall now analyze these with 

reference to the life cycle phases mentioned above. This analysis is based on our experie

SMEs in the region and the issues enumerated here are typical to firms in the region and not 
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It would be important at this point to look at how an SME grows through its life cycle, and how it 

conventional life cycle 

of a firm. The initial phases of growth that an SME goes through are illustrated in the figure that 

 

represents a potential crisis and if not managed it would lead to a failure of 

It is at each of these plateaus that it is critical to look at expert help in order to sustain and grow. 

After having studied the issues with capital and the support provided by the various regional 

, let’s look at some of the areas wherein the mismanagement or the lack of 

why most of the SMEs have failed 

in the region in the past is due to lack of adequate education among the entrepreneurs which leads 

to lack of insight thereby adding to the issues that plague SME growth. In today’s time and age this is 

but given the dynamic business environment and ever growing competition 

there are newer issues that are faced by the SMEs of today, we shall now analyze these with 

. This analysis is based on our experience with 

SMEs in the region and the issues enumerated here are typical to firms in the region and not 
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Plateau 1 – After the initial growth surge:

Internal Need for more capital 

 Cash-flow management issues

 Attracting and retaining talent

 Rising Costs with larger operations

 Operational wastage 

External Product viability issues

 Feasibility issues 

 Credit cycle issues 

 Target marketing and customer retention

 

Plateau 2 – After the Ship is a little steady:

Internal Need for even more capital

 Working capital management issues

 Retaining the right talent

 Operational slippages 

 Ever rising costs 

 Strategic Business Units and resource allocation issues

External Growing competition 

 Supply chain management issues

 New market entry issues

 Market share retention

Plateau 3 – Post Business Consolidation:

Internal Capital, capital and more capital

 Cash turnover issues 

 SBU management issues, each having its own life cycle

 Larger operational slippages

 Separation of services 

 Decentralization of power issues

 Talent management and succession planning issues

 Corporate governance issues

 Family governance issues

 Lack of policy frameworks

 Antiquated and lengthy processes

 Resistance to change 

External Fierce competition from firms on SBU level

 Market share retention

 

Once all these issues are dealt with adequately a firm progresses to the phase of business for the 

long-haul. As can be noticed, each and every one of these issues is critical and can be a show

for long term and sustainable growth.
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After the initial growth surge: 

 

flow management issues 

Attracting and retaining talent 

Rising Costs with larger operations 

Product viability issues 

Target marketing and customer retention 

After the Ship is a little steady: 

capital 

Working capital management issues 

Retaining the right talent 

 

Strategic Business Units and resource allocation issues 

 

Supply chain management issues 

issues 

Market share retention 

Post Business Consolidation: 

Capital, capital and more capital 

SBU management issues, each having its own life cycle 

Larger operational slippages 

 

Decentralization of power issues 

Talent management and succession planning issues 

Corporate governance issues 

Family governance issues 

Lack of policy frameworks 

Antiquated and lengthy processes 

 

from firms on SBU level 

Market share retention 

Once all these issues are dealt with adequately a firm progresses to the phase of business for the 

each and every one of these issues is critical and can be a show

long term and sustainable growth.  
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Once all these issues are dealt with adequately a firm progresses to the phase of business for the 

each and every one of these issues is critical and can be a show-stopper 
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What can Falak do to help?
At Falak we understand the needs of SMEs and have gained significant experience in helping SMEs 

tackle these issues through their life cycle within and outside the region. We partner with our c

right from the strategy phase, to creating a blueprint, and finally managing implementation of the 

plans created. We have a wide array of services that address the needs of SMEs, these are as 

follows: 

Strategy Services: 

- Growth Strategies 

- Business Units Strategies 

- Market & Sales Strategies 

- Operational Strategies 

Risk Advisory: 

- Enterprise Risk Management

- Distributed Controllership 

- Business Process Improvement

- Control Self Assessment 

- Governance (Corporate & Family)

 

 

Further information is available at 

  The information contained herewith is deemed confidential and remains commercially sensitive. 
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What can Falak do to help? 
At Falak we understand the needs of SMEs and have gained significant experience in helping SMEs 

tackle these issues through their life cycle within and outside the region. We partner with our c

right from the strategy phase, to creating a blueprint, and finally managing implementation of the 

We have a wide array of services that address the needs of SMEs, these are as 

 

Operational Advisory: 

- Supply Chain Management

- Outsourcing Advisory 

- Cost Optimization 

- Lean Manufacturing & Services

- Performance Improvement

- Process Reengineering 

Management 

 

Business Process Improvement 

Governance (Corporate & Family) 

Transaction Advisory: 

- Corporate Finance 

o Financial management

o Finance restructuring

o  Debt and capital advisory

o  Private equity advisory

o  Business Modeling

o  Feasibility analysis

o  Business plans  

- Optimal Debt Ratio and Raising of Capital

Further information is available at WWW.FALAKCONSULTING.COM 

The information contained herewith is deemed confidential and remains commercially sensitive. 
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At Falak we understand the needs of SMEs and have gained significant experience in helping SMEs 

tackle these issues through their life cycle within and outside the region. We partner with our clients 

right from the strategy phase, to creating a blueprint, and finally managing implementation of the 

We have a wide array of services that address the needs of SMEs, these are as 

Supply Chain Management 

Lean Manufacturing & Services 

Performance Improvement 

Financial management 

Finance restructuring 

Debt and capital advisory 

Private equity advisory 

Business Modeling 

Feasibility analysis 

Optimal Debt Ratio and Raising of Capital 

The information contained herewith is deemed confidential and remains commercially sensitive.  
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