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Definition of Micro, Small and Medium Enterprises

Micro, small and medium sized enterprises (SMEs) play a central role in the UAE. They are a major source of entrepreneurs’ skill, innovation and employment. ‘The UAE private sector labor force consisted of about (2.1 %) nationals. The majority among them (72 %) were employed in small
 enterprise’
. However, SMEs frequently have difficulties in obtaining capital or credits, particularly in the early start-up phase. Their restricted resources may also reduce access to new technologies or innovation. Therefore, support for Micro and SMEs is one of UAE priorities, for UAE growth, job creation and economic and social development.

Importance of a Common Micro and SMEs Definition 

It is essential that measures in favor of Micro and SME and based on a common definition to improve their consistency and effectiveness, to limit distortions of competition. To help Micro and SMEs in areas such as development, research, funding…etc. use of common definition is supposed to be used by all Micro and SMEs supporting institutions. 
Definitions

· Enterprise

(An Enterprise is considered to be any entity engaged in an economic activity, irrespective of its legal form. This includes in a particular, self-employed persons and family business engaged in craft or other activities, and partnerships or associations regularly engaged in an economic activity)
.

· Micro-enterprises 

Basically a micro-enterprise is a small ('micro') business ('enterprise'). Each micro-enterprise is different, so the size, type of business, and legal arrangements can vary a great deal. But there are some common characteristics:

· Micro-enterprises aim to make money, not to give people something to do

· Micro-enterprises aim to make money by seeking out ordinary commercial opportunities

· Micro-enterprises are built around individuals

· Micro-enterprises are usually 'owned' by one person, and are very unlikely to be shared between more than three.

· Small and Medium enterprise

There is no one single definition for Small Enterprise in any different economic activity. Therefore, each country has its own definition according to the living conditions and extends of development in the economic sectors (manufacturing, agric, trade, services…etc). Also within the same country different supporting institutions to the Micro and SMEs have different definitions, derived their own definition of SMEs for the convenience in their work. However, there are some criteria / measures which may help in defining the small business in identifying levels of enterprises, they are: 
1. Labor employed / Size of labor
2. Capital turnover

3. Place of work

4. Production process

5. Financial system

6. Financing

7. Workflow

8. Marketing

9. Income level

10. Legal status

11. Style of management

12. Fixed capital
13. Balance Sheet
 The most common used ones are labor employed, capital turnover and balance sheet. According to the above mentioned measures, four categories of small business could be identified:

1. Income generation activities / micro enterprise
2. Small enterprise
3. Small to Medium enterprise
4. Medium enterprise
Table 1; illustrates the characteristics of different levels of the small enterprises, based on the above criteria in general, while, table 2, shows definitions of SME in selected countries and some SME supporting institutions.
Levels of Small Enterprises

	Business Category / Measurement

	Micro enterprise/income generating activities
	Small Business
	Small to Medium
	Medium Business

	Size of labor
	1-2 workers
	1-5
	5-10
	10-25

	Capital turnover
	Very rapid
	rapid
	Slow
	Needs years to repay initial capital

	Place of work
	Home
	Near home, non stable
	Separate from home, stable
	Not linked to specific place, big buildings

	Production process
	Simple, manual work
	Simple, but advanced to some extent, use some simple equipment
	Complicated, many steps, specialized equipment and labor
	More complicated, intensive capital

	Financial system
	No documents
	Simple accounts
	Accounting and personnel system
	Accounting and filing system for planning and management

	Financing
	Informal sources, limited capital
	Informal sources, capital more than the previous
	Informal sources, however formal sources are possible but difficult, need big capital
	Possibility of accessing formal sources of finance, capital needed is bigger

	Workflow
	Not organized
	Some times organized and other time not
	organized
	Organized

	Marketing
	Local (in limited area)
	Local (village)
	Local (city)
	Regional and national, possibility of export

	Income level
	Seasonal, additional income to family
	Important source of income for the family
	Basic source of income
	Basic source of income

	Legal status
	Not licensed, not registered
	May be licensed
	Licensed
	Licensed and subjected to state regulations (taxes)

	Style of management
	Manager from the family
	Manager from the family
	Manager many not be from the family
	Manager is not related to the family, has special terms of employment

	example
	Selling of nuts, mats making
	Selling of food and drinks
	workshops
	Factories for ready made textiles


Table 2: SMEs Definitions in Selected Countries / SME Supporting Institutions 
	Enterprise Category
	Small Business
	Medium Business

	Country / Establishment
	Size of labor
	Annual turnover
	Size of labor
	Annual turnover

	United Arab Emirates (UAE)
	
	
	
	

	Mohammed Bin Rashid Establishment for Young Business Leaders
	<100 workers
	< 30 million AED Revenue
	<100 workers
	< 30 million AED Revenue



	Mashreq Bank 
	<100 workers

	< 30 million AED Revenue
	<100 workers

	< 30 million AED Revenue

	Booz Allen 
(Headquartered/based in Dubai)


	Has <50 full time employees


	Has annual turnover AED <10 million
Balance Sheet Assets < AED 5 million
	-
	-

	Department of Economic Development (DED)

	< 25 employees
	-
	< 50 employees 
	-

	Dubai Islamic Bank

	< 25 employees


	< 10 million revenues
	-
	-

	Thailand
	
	
	
	

	Ministry of Industry
	< 50 persons
	Fixed assets Baht 20 million
	50 – 200 persons
	Fixed assets Baht 20 -100 million

	The Industrial Finance   Corporation of Thailand (IFCT)
	
	Fixed assets < Baht 20 million
	
	-

	The Small Industry Finance Corporation (SIFC)
	
	
	
	

	The Bank of Thailand
	
	
	
	

	Office of The Board of Investment (BOI) 
	
	Fixed assets < Baht 10 million
	
	Fixed assets Baht 10 - 100 million

	European Union (EU)
	
	
	
	

	
	< 50 employees
	annual turnover < € 10 million 
	< 250 employees
	€ 10 million

	United Kingdom (UK)
	
	
	
	

	
	< 250 Employees
	£ 2.8 million
	250 employees
	£ 22.8 million

	United States of America USA)
	
	
	
	

	
	500 employees for most manufacturing and mining industries 
	$ 6 million of annual receipts for most retail and service industries 
	
	

	
	100 employees for wholesale trade industries 
	$28.5 million of annual receipts for most general & heavy construction industries 
	
	

	
	
	$12 million of receipts for all special trade contractors 
	
	

	
	
	$0.75 million of receipts for most agricultural industries 
	
	

	Canada
	
	
	
	

	Goods – producing business
	< 100 employees
	-
	100-500 employees
	-

	Services
	<  50 employees
	-
	50-500 employees
	-

	Australia
	
	
	
	

	
	21 – 200 workers
	
	
	

	Malaysia
	
	
	
	

	
	< 50 employees
	Less than RM 10 million
	51 - 150 full-time employees
	RM 10 -25

	Singapore
	
	
	
	

	
	Fixed productive assets <  15 million
	Less than 200 workers
	-
	-


 It is concluded that, there is no single world-wide definition for SMEs, therefore, there is a need for involving all SMEs supporting institutions in the UAE and decision takers to arrive to a common definition. “Dubai sshould host a forum composed of all stakeholders in the SME sector in the UAE to achieve a consensus definition for SMEs in the UAE. This is necessary for:

· Statistical purposes

· Assistance to policy formulation and application

· Facilitating the work of those providing services and assistance to SMEs”
.
� Small enterprise is defined as small private establishment employing 9 or fewer workers.


� Source:	Employment Creation through Small Enterprise Development, Belaid Rettab, Employment and Employability in Small Oil Economy – The UAE, Abbas Abdelkarim, 2001.


� Definition adopted by the Commission of the European communities.


� Source:	Small Scale Business Women Training Manual – The Trainee’s Guide - UNDP- Sudan and Women In Development Coordinating Unit – Ministry of Social Planning - Sudan 


� Mohammed Bin Rashid Establishment for Young Business Leaders – Strategy.
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