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Preface

Abdul Baset Al Janahi
Chief Executive Officer
Mohammed Bin Rashid Establishment For Young Business Leaders

The Global Entrepreneurship Monitor (GEM) is a leading research initiative that extensively explores the
social and economic impact of entrepreneurship. Through its independent research, GEM has compiled
comprehensive information that has enhanced the understanding of entrepreneurial activity in the region.

The Mohammed Bin Rashid Establishment For Young Business Leaders is proud to sponsor the UAE's rst

GEM research team led by Professor Kenneth J. Preiss of the School of Business Sciences, Zayed University.
This signi cant initiative will help outline the future roadmap for entrepreneurship in the UAE by providing insights and practical
solutions.

The GEM research comes at a time when there is an upsurge in the economic role that small and medium sized companies (SME) are
playing, not only in the UAE, but across the world.

Millions of small operations around the world are responsible for the generation of more than 90 per cent of the world’s GDP. SMEs have
demonstrated an outstanding ability to change and rapidly adapt to market demand and economic pressures. They play a crucial role as
drivers of success for local economies, as generators of job opportunities and centres to train and upgrade low-skill workers.

In line with its drive to diversify its economic resources, and realising the signi cance of this important segment, the UAE government has
embarked upon a series of initiatives that support local entrepreneurial activities.

The Mohammed Bin Rashid Establishment For Young Business Leaders was one of the early initiatives in that regard. The Establishment
came about as part of the futuristic vision of H.H. Sheikh Mohammed Bin Rashid Al Maktoum, the UAE Vice President and Prime Minister
and Ruler of Dubai to promote local capabilities and increase UAE nationals' contribution to the economic development of the country.

O ering a wide range of enabling services including strategic consultancy, the Establishment has succeeded in encouraging many UAE
nationals to launch their own businesses.

Since its inception in 2002, the Establishment has managed to enhance the local community's awareness about the value of
entrepreneurship. It has also worked on empowering the local youth to focus on the private business sector.

At the directive of H.H. Sheikh Mohammed, the Establishment introduced the Government Procurement Programme (GPP), an initiative
that ensures 5 per cent of Dubai government's procurements are dedicated to the GPP members. Total value added services provided by
the Establishment to its members so far have exceeded AED 155 million.

Aware of SMEs essential role as a key driver for economic growth, the Establishment will continue to work on developing entrepreneurship
levels through a vast range of services and initiatives. We strongly believe the GEM research will help us achieve this goal through its in-
depth analysis of the entrepreneurship situation in the UAE.

Meanwhile, this invaluable document will serve as a useful resource for entrepreneurs looking to start their own businesses, as well as
people who wish to understand the UAE's entrepreneurial scene.

It will also enhance the understanding of the local market as well as issues such as funding requirements and the impact of education.
Most importantly, it will serve as a baseline for future research.

Conducted for the rst time in the UAE, the research will be particularly useful to early stage owner-operated businesses (start-ups and
young rms). Ittouches on the key challenges facing entrepreneurs in the UAE, including the fear of failure that has a tremendous cultural
signi cance in the country.

| recommend this research as essential reading for any individual with aspirations of setting up new business.

An Emirati Perspective Xi




X Drivers of Entrepreneurship in The United Arab Emirates



An Emirati Perspective

Table of Contents

LIST OF TABLES

Table 1 — GEM Participant Countries -2006

Table 2 - Sources of Funding

Table 3 - Gender Di erences in Starting/Operating a Business

Table 4 - Causal Factors for Closing Down a Business

Table 5 - KI Perception of the Entrepreneurial Environment in the UAE
Table 6 - Key Informant ‘Entrepreneurial Environment’Ranking

LIST OF FIGURES

Figure 1 - Composite International Comparison of Business Stage Participation
Figure 2 - Starting a New Business — Con dence to Do It

Figure 3 - Starting, Funding and Closing a Business

Figure 4 - Export Market Focus

Figure 5 - Start-up and Young Business Customers that are Overseas

Figure 6 - Established Business Customers that are Overseas

Figure 7 — Start-up, Young, and Established Business Participation — by Gender

Figure 8 — International Comparison of Female Participation Rates in a Start-Up or Young Firm

Figure 9 - Education, Skills/Ability and Fear of Failure
Figure 10 - Education, Start-ups and Established Businesses

Xi

13
13
14
18



Xii Drivers of Entrepreneurship in The United Arab Emirates



Executive Summary

Dominant Themes in 2006

This report is a summary of the ndings presented in the main report titled Global Entrepreneurship Monitor 2006 — Mohammed Bin
Rashid Establishment For Young Business Establishment and GEM United Arab Emirates.

Itisrecommended that for a fuller expose of the GEM study framework, the research methodology, the sampling framework and a more
in-depth analysis of the data collected one should refer to the full report.

Please note that for purpose of clarity, the Table and Figure numbers in this Summary Report are reassigned a di erent number from
their corresponding Table and Figure number in the full report. This is the only change made and the context and meaning should
be read as the same across both reports.

As the rst GEM-UAE study into entrepreneurship within the United Arab Emirates this summary report provides powerful (but brief)
insights and practical solutions. The following reporting of the ndings from this initial survey provides a baseline on which future
survey outcomes may be compared so as to identify what changes have occurred as a consequence of public policy interventions
and the growth of business activity in the entrepreneurship domain within the UAE. The intent of this summary report is to inform
and in uence public policy about entrepreneurship, as well as, assist in focusing on business activity through venture creation, growth
and development.

This study has produced thirteen Key Issues that emerged from the GEM-UAE 2006 survey. The full list is presented in Part 4 of this
Summary Report. For brevity, the top ten are presented here as follows along with corresponding suggested strategic action steps:

1. BUSINESS STAGE PARTICIPATION. The UAE does not compare well on international comparison in the level of business stage
participation. In fact, it ranks forty-one of all forty-two nations surveyed in 2006 on the composite scale of business start-ups, young
and established businesses. It also ranks thirty-eighth on the number of start-up and young businesses, that is, Total Entrepreneurial
Activity (TEA);

2. FEAR OF FAILURE. There is a strong fear of failure in the community associated with the creation of a new venture. This is of tremendous
cultural signi cance in the UAE as is the loss of face associated with business failure. If the UAE is to achieve its rightful place in the
global entrepreneurial community, then passion for success must outweigh fear of failure, as well as the associated risk-aversion.

3. ENTREPRENEURSHIP AND EDUCATION. Education is critical to the future of entrepreneurship within the UAE. The higher the level
of education, the greater the percentage of business owners. Not surprisingly, as education levels increase, the knowledge and
skill level ratings increase, whilst the fear of failure as an entrepreneur diminishes. The non-degree issuing programs are perceived
to enhance one’s level of skills and competencies necessary in starting a new business more so than degree-issuing programs.
However, non-degree issuing programs are associated with a higher level of ‘fear of failure’as an entrepreneur. Generally, degree-
issuing programs achieve a low level of ‘fear of failure’;

4. ACCESS TO FINANCE AND START-UP FUNDING SOURCES. Despite the UAE being ush with liquidity as high oil prices deliver strong
revenue in ows into the country, much of this liquidity is being directed into regional equity and property markets. Public and/or
private vehicles to channel these funds into supporting entrepreneurial ventures within the UAE are almost non-existent. This is
highlighted by the survey nding entrepreneurs are forced to rely on their own social networks to source funding and, business
angels, in the form of work colleagues, friends, neighbours and even strangers, are a signi cant source of venture funds. Accessing
funds from commercial banks is di cult and expensive with banks playing a limited role in start-up funding in this country.
Government programs account for the smallest percentage of funding sources.

5. GENDER ISSUES. The propensity to start a new venture is much lower in the female population. The few female respondents who
were moved to create a business venture were motivated primarily by opportunity, than by necessity. Public policy will need to place
greater emphasis on generating higher levels of interest in the female population in creating entrepreneurial ventures;

6. OPPORTUNITY PERCEPTION AND SELF-CONFIDENCE. Good opportunities are seen in the coming six months for starting a new
business venture. However, fear of failure in the new venture was evident in the population, as was and much more importantly, the
belief that the respondent did not possess the education, skills and competencies necessary for success in the new venture;

7. ENHANCING ONE'S STANDING WITHIN THE WIDER COMMUNITY. The interest in the creation of a new business venture within the
UAE is based on the perception that it is a desirable career choice. It is also seen as a means of enhancing one’s standing within
the wide community. Furthermore, there is a perception that the media give coverage to the achievements of a successful new
business;
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8. INNOVATION, DIFFERENTIATION AND TECHNOLOGY ORIENTATION. Generally, established businesses are supplying all customers with
‘novelty’products more so than nascent or young businesses. However, the nascent and young businesses are supplying smaller cohorts
of customers with novel products. This outcome suggests that the start-up and young businesses are taking greater opportunity of
the ‘white spaces'in the market place. Start-up and young businesses are much more oriented toward technology utilisation than are
established businesses. In fact, the nascent and young business is nine times more likely to be involved in the technology sector than
is the established business;

9. BUSINESS START-UPS. Business start-up intentions in the UAE within the coming twelve months are relatively low on a global
comparison, however, over the longer term of three years, there is near double the intention to start a business. Furthermore, business
start-ups are a function of opportunity, rather than necessity motivation. The UAE has a relatively low level of business ownership
across all three categories of business start-up,

10. AGE RELATED ENTREPRENEURSHIP. There is surprising interest in the younger population in creating an entrepreneurial venture.
They are positive about the opportunities to start a new business — often perceived as a‘good’ career move. This level of interest has
diminished somewhat at the upper age band.
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Recommended Strategic Action Steps
In response to the ten issues stated above, we propose the following key action steps:

1. BUSINESS STAGE PARTICIPATION. Awareness of entrepreneurship and its contribution to the overall economy must be raised to a
much higher level that which presently exists. Programs, both from the public and private sectors, must be put in place to provide
nancial, material, managerial, educational and knowledge resources, as well as, operational support;

2. FEAR OF FAILURE. The self-con dence of the aspiring or emerging entrepreneur must be buttressed and nurtured. Degree-issuing
programs assist to this end, much more e ectively than do ‘technical competence’ programs. Mentoring of the young and or
emerging entrepreneur by experienced and successful entrepreneurs with no vested nancial or knowledge acquisition interest in
the enterprise will assist in con dence building;

3. ENTREPRENEURSHIP AND EDUCATION. The concept and practice of entrepreneurship must become inherent knowledge within
the K12/16 learning environment. Undergraduate and post-graduate college and university programs in entrepreneurship must
become more widespread and at a major level. Degree-issuing programs are associated with a lower level of ‘fear of failure’;

4. ACCESS TO FINANCE AND FUNDING SOURCES. Most entrepreneurs in the UAE currently have to rely on their own social network
to source venture funds. Both the public and private sectors in the UAE need to play a more active and supportive role in providing
access to funding for entrepreneurs. A fund for entrepreneurs could be created by commercial banks with support from the Federal
government to channel funds into business start-ups across the country;

5. GENDER ISSUES. Women in some nations are the greatest source of small venture creation. Knowledge of, and aspirations toward,
leadership within the female population must not be constrained to starting at the top and leading others. It must also incorporate
and inculcate the desire to create something new; a new venture in which one can lead others to the top (along with oneself)
through the application of practical leadership;

6. OPPORTUNITY PERCEPTION AND SELF-CONFIDENCE. There is no substantive evidence of necessity motivation driving new
business start-ups within the UAE. It is primarily opportunity driven. Thus, competence in opportunity recognition and assessment
is a must if the incidence of sustainable new venture start-ups is to increase substantially;

7. ENHANCING ONE'S STANDING WITHIN THE WIDER COMMUNITY. Community and cultural attitudes about the potential failure
inherent in entrepreneurial activity must change. Informed and risk-assessed entrepreneurial activity is in itself a high risk option
- but also a potentially a high reward option;

8. INNOVATION, DIFFERENTIATION AND TECHNOLOGY ORIENTATION. Opportunity perceptions must be shifted from the ‘me too’
perfume shop, chocolate outlet and handicraft store to the creation and utilisation of innovative products and services. There is
nascent technology orientation in the younger business, however, this needs to be enhanced and nurtured as this trend drops o ,
in part, as the business becomes older;

9. BUSINESS START-UPS. Business start-up intentions over the longer term are higher than in the shorter term. Assistance and guidance
in starting the new venture now must be given. Venture ‘hatcheries'are often very expensive and have a notoriously bad track record
over the longer term in nurturing new venture creation and sustaining that venture;

10. AGE RELATED ENTREPRENEURSHIP. The younger generation, the nation’s leaders of the future, are more interested in creating an
entrepreneurial venture than the older generation. Nurture them, support them, educate them, guide them, mentor them, tap this
rich vein of positive sentiment toward creating the future, through the here and now.

Policy Recommendations

The data collected in this study has led the GEM-UAE 2006 research team to draw conclusions and then recommend some strategic
action steps. The primary conclusion from this study is that it would be most tempting to import a model of entrepreneurship
from another economy, a country like Singapore for example, however, one must note that the UAE economy is a totally di erent
economy with di erent drivers of entrepreneurship. A principal di erence is that at present, there are no direct taxes in the UAE, thus,
it would be di cult to provide tax breaks to incentivate entrepreneurial activity. Furthermore, one would be well advised to only be
in uenced by the model of a nation which is most highly ranked in the entrepreneurship stakes and then develop a model that best
re ects the unique attributes of the UAE, rather than borrowing an inappropriate model from elsewhere. Thus, it is proposed that a
Centre for Entrepreneurship be created within a recognised research-based academic institution to conduct ongoing research into
entrepreneurial activity within this great nation. Furthermore, it recommends the future of entrepreneurship within the UAE be placed
in the hands of an active steward at government level with the public policy support necessary to drive entrepreneurial activity
forward.
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Part 1
The GEM-United Arab Emirates Study - Project Overview

Since its inception in 1998, the Global Entrepreneurship Monitor (GEM) research program has collected data on an annual basis from
member nations around the globe about the level of entrepreneurial activity and economic prosperity within their respective economies.
The GEM consortium is made up of the member nations from which a governing committee is elected to review guiding principles and
develop/enhance the prescribed protocols. Babson College in Wellesley Massachusetts, USA and London Business School (LBS) are the
two principal academic institutions in the GEM consortium. The initial consortium in 1998 consisted of ten participating countries which
has now grown to forty-two (and growing) member nations (refer Table 1). The United Arab Emirates (UAE) joined the GEM consortium
for the 2006 survey.

Table 1 - GEM Participant Countries -2006

GEM Participating Country

1. Argentina 22. Jamaica

2. Australia 23. Japan

3. Belgium 24. Latvia

4. Brazil 25. Malaysia

5. Canada 26. Mexico

6. Chile 27. Netherlands
7. China 28. Norway

8. Colombia 29. Peru

9. Croatia 30. Philippines
10. Czech Republic 31. Russia

11. Denmark 32. Singapore
12. Finland 33. Slovenia

13. France 34. South Africa
14.Germany 35. Spain

15. Greece 36. Sweden

16. Hungary 37.Thailand

17. Iceland 38. Turkey

18. India 39. United Arab Emirates
19. Indonesia 40. United Kingdom
20. Ireland 41. United States
21 Italy 42. Uruguay

The GEM survey comprises two parts:

+ The National Survey: a random sample of no less than 2,000 respondents from the national population (from all seven Emirates); and
+ The Key Informant respondents: thirty-six experts in nine key elds of interest - knowledgeable about matters important to the growth
of entrepreneurial activity;

Entrepreneurship in the UAE - National Random Sample
Participation Rates

A composite chart of the three stages of business for the forty-two participating nations in the 2006 GEM cycle is presented in Figure 1.
The three stages include Start-up, Young Businesses and nally Established Businesses. It should be noted here that GEM combine both
Start-up and Young business activity into the index they call Total Entrepreneurial Activity (TEA) as a means of re ecting the extent of
entrepreneurial as distinct from mature business activity. The UAE ranks second to last to Belgium on the composite list. The UAE has
relatively low levels of business ownership across all three categories when compared with the other forty-two participating nations. The
UAE ranks twenty-ninth on start-up businesses, thirtieth for young businesses and fortieth for established businesses.
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Figure 1 - Composite International Comparison of Business Stage Participation
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Given international media coverage of business activity within the nation, particularly within the major nancial centres like Dubai
and Abu Dhabi, as well as, high pro le acquisitions of international corporations, along with the world-class construction activity
(particularly in Dubai) it would be easy to conclude that the UAE is ‘buzzing' with new ideas funded by a‘booming’economy. The data
from this survey suggests that just the opposite is the case!

It may well be surprising to those rst visiting a GEM National Report how a less economically developed nation like Peru tops the list
of business ownership as a percentage of the population. This outcome is consistent with rankings for previous years and should be
seen as being attributable to necessity motivation, that is, the need to create oneself a job in a job-poor economy by starting a small
entrepreneurial venture.

Motivation Propensity

Knowing what initially motivates the business operator to start-up or operate a young business venture provides important insights
that can assist in nurturing this activity across the wider population. For example, was the venture created and operated because
of necessity of circumstances or just grasping the opportunity as it presented. The largest percentage of respondents reported that
opportunity, rather than necessity was the prime motivation for involvement in a nascent or young rm.

Opportunity Perception and Confidence to Grasp the Opportunity

Over thirty percent of the respondents indicated that they knew of someone who had started a business within the past two years (refer
Figure 2). Furthermore, over forty percent of respondents considered that in the next six months there would be good opportunities to
start a new business within their area of business interest. More importantly, over forty-six percent of respondents considered that they
possessed the knowledge, skills and experience to start a new business. On the other hand, over twenty-six percent of the respondent
population, considered that “fear of failure” would prevent them from becoming an entrepreneur.
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Figure 2 - Starting a New Business — Confidence to Do It

Entrepreneurial Environment in the United Arab Emirates

50
45
40
35
30
25 +
20
15 +
10 ~
5 ,
O ,
Know someone In next 6 months, You have the Fear of failure
who started a good opportunity to knowledge, skill prevents you from
business in the past start a business in and experience to being an
2 years your area start a new entrepreneur
business

Slightly over fty percent of the respondents indicated that they had no“fear of failure”about starting up a business, but considered they
did not have the knowledge and skills to so do. Of those who considered that they possessed the knowledge and skills to start a new
venture, again slightly over fty percent concluded that they were fearful of failure in starting-up a new business. The other near forty-
seven percent were both fearful of failure and also indicated that they did not possess the knowledge and skills to start-up a business.
Clearly this latter group would most likely possess little interest in starting a new business when they felt they fell short on two critical
aspects of business start-up, that is, knowledge and skills combined with the con dence in oneself to take the plunge.

Starting, Expecting to Start, and Closing Down a Business

Less than ve percent of the respondents indicated that they intended to start a business for themselves (with one or more partners)
within the coming twelve months (refer Figure 3) and less than three percent were starting a new business for their employer. Over ve
percent of the respondents were an owner/manager.

Figure 3 - Starting, Funding and Closing a Business
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More than two percent of the respondents provided funds for others to start a new business, such fund providers are commonly
referred to as ‘Business Angels: Most importantly, near nine percent of the respondent population expected to start a new business
within the next three years. Given the survey sample is over two thousand respondent households, and assuming that there may well
be one to three partners in the business and also that all prospective start-ups eventuate, this amounts to a possible sixty to one-
hundred and eighty new business ventures within the coming three years. Naturally, all proposed business ventures will not come
to fruition, however, creating a nurturing environment for maximising the number of new ventures and developing the skills and
competencies for success should be a priority.

A most telling statistic, is that ninety ve aspiring entrepreneurs propose to start a new business venture over the coming three years.
However, over the past year alone there were forty seven business closures. This outcome indicates a fairly static, if not negative,
growth in the creation of entrepreneurial business ventures.

Technology Oriented Innovation

Respondents were asked the question, “Were the technologies or procedures required for this product or service generally available
more than one year ago?”A“Yes"response indicates low new technology utilisation and a“No”indicates a high level of new technology
utilisation.

The start-up and young businesses are slightly more oriented toward new technology utilisation of one year of age or less than the
established business for that technology category. However, there is a much lower new technology orientation across the board for all
business categories. Although, the established business is slightly less new-technology oriented than the younger or start-up business.

Export Market Focus - Overseas customers

Over fty-percent of the start-up and young businesses have at least twenty- ve through to seventy- ve percent of their customers
overseas; similarly, over sixty-percent of the established businesses have the same size export customer base (refer Figure 4). However,
the GEM data does not tell us if the export focus is regional international, (e.g., the Gulf Cooperation Council) or truly global. Clearly
there is an export focus in the UAE business community, however in aggregate, the established business community has a stronger
export focus than the start-up/young business. This outcome can be expected, as the established business has had a longer time to
develop an overseas client base than the start-up or young business. On the other hand, a greater number of start-up and young
businesses have overseas clients - but as a smaller percentage of their overall client base.

Figure 4 - Export Market Focus

Export Market Focus
50.0
(4]
S 450 A
]
3 400
3
@ 350 7
£ 2 300
g S
2 & 250 1
E= 200
2
% 150 A
2
2 100 A
g 50 -
3 J
= 00 1
S 1-25% 26-75% More than 75%
No customers
customers customers of customers
I TEA Businesses 459 23.8 23.3 7.0
M Established Businesses 33.0 183 334 153

The data suggest that as the business matures, the overseas client base is expanded, however, to what geographical region(s) is as
yet unclear. But the GEM data does tell us something more about the UAE export focus, that is, how the UAE compares with other
nations exporting goods and services. The UAE, in fact, shapes up rather well on this scale. It is ranked number two of the forty-two
participating nations on the number of start-up and young businesses that have between twenty- ve and seventy- ve percent of
their customers overseas (refer Figure 5). This is not surprising given the UAE tops the list of countries that have more than seventy- ve
percent of their customers overseas (refer Figure 6).
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Figure 5 - Start-up and Young Business Customers that are Overseas
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Figure 6 - Established Business Customers that are Overseas
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Funding Sources

The primary source of capital for a business venture start-up is from one’s own capital funds (refer Table 2). Close family members and
the extended family is the second most frequent source of funds (i.e,, 24.3 percent). Thus, over sixty percent of venture capital is sourced
from either self, family members or other kin. Banks and other nancial institutions are only contributing eleven percent of the required
business start-up capital. In fact, friends, colleagues, neighbours and strangers are providing more start-up capital than banks/ nancial
institutions. Government funding for business start-ups is the lowest source of venture funds. Both banks and government capital
providers may well bene t from a closer understanding of the capital needs of the business venturer, as well as, a closer working
relationship with the venture funding industry.
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Table 2 - Sources of Funding

Own investment 38.6%
Close family members 12.9%
Other kin or relatives 11.4%
Banks/ nancial institutions 11.4%
Work colleagues 7.1%
Friends or neighbours 5.7%
Other sources 5.7%
Strangers 4.3%
Government programs 2.9%
Total 100%

This outcome does not necessarily suggest that governments need to increase their venture funding contributions, but they are well
placed to facilitate and nurture the venture funding and nancial support process.

Gender in Entrepreneurship

Gender is a critical factor a ecting entrepreneurial activity in the UAE. The data indicate that women have a much lower participation
rate in both start-up or young businesses, as well as established business activity, when compared with the male population (refer
Figure 7). In fact, men are twenty times more likely than women to be involved in a start-up or young business venture.

Figure 7 - Start-up, Young, and Established Business Participation — by Gender

TEA and Established Business Participation Rates by Gender

business participation rates %
w
|

TEA Established businesses

H Male 5.87 219
H Female 0.29 0.1

The low female entrepreneurial participation rate is also evident in the comparison of female participation rates across other
participating GEM countries (refer Figure 8). Within the UAE, women face a number of unique social norms which can make it di cult
for them to become involved in entrepreneurial activity.

Clearly public policy decisions need to address this imbalance between male and female business participation rates.
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Figure 8 - International Comparison of Female Participation Rates in a Start-Up or Young Firm

Female Participation in a Start-up or Young Firm
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Education

Having the knowledge and skills to start-up a business is associated with a diminished fear of failure. A natural outcome one may argue.
The acquisition of that knowledge appears to be related to educational outcomes of various forms and levels. As education levels
increase, knowledge and skill level ratings co-jointly increase, whereas fear of failure decreases, that is, from the initial baseline of those
who do not possess a secondary level education. Interestingly, the knowledge and skill ratings for degree issuing programs are lower
than for non-degree issuing programs, however, the fear of failure level is lowest for degree issuing programs than for non-degree
programs (refer Figure 9). This outcome suggests that degree issuing programs bring about a higher level of self-con dence in one’s
knowledge and skills for a start-up venture than for non-degree programs. This is not surprising as a degree-issuing program would have
to meet independent assessment criteria, whilst also providing the cache that the issuing institution o ers.

Figure 9 - Education, Skills/Ability and Fear of Failure

Impact of Education on Perceived Ability to be an Entrepreneur and on Fear
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Clearly education plays a role in the expectation to create a start-up venture, in that the higher the level of education the higher
the percentage of the population expecting to independently create a start-up venture (refer Figure 10). In addition, the higher the
level of education, the greater is the percentage of business owners. Furthermore, the higher the education level, the greater the
number of respondents acting as a business angel nancing the entrepreneurial venture. Once into post-secondary education, there
is consistency across the relative response rates for entrepreneurial venture creation and funding.

Figure 10 - Education, Start-ups and Established Businesses

Impact of Education on Entrepreneurial Involvement
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Part 2
Emirati Entrepreneurship

Some Initial insights

The initial brief given to the GEM-UAE 2006 study team was for an over-sampling of the Emirati population. In this part we present a
preliminary summary of the data collected for this additional sample. It must be remembered here that the National Survey, being a
national random sample, also includes Emirati respondents. We envisage a subsequent and more full report being published at a later
date to focus solely on this Emirati population.

The principle factors (in order of importance) that re ect the perceptions of the current economic conditions within the UAE and/or the
entrepreneurial activities of the Emirati respondents as follows:

1. Conditions are good for creating a new business for an employer;

2. Actively involved as a self-employed owner/manager selling goods/services
3. Conditions are good for creating a new business for self-employment;

4. Has the self-con dence to start-up a business;

5. Involvement in start-up over recent years;

6. Expect to start-up a business in the coming few years;

7. Not involved in providing funds for a start-up.

Drivers of Business Start-ups - Overview

Drivers of involvement in entrepreneurial activity within the UAE are as follows:

+ Involved in an autonomous business start-up;

+ Involved in the creation of a start-ups for an employer;

« Currently an owner/manager of an entrepreneurial enterprise;

+ Acting as a business angel funding entrepreneurial venture(s) within the last three years;
+ Expect to start-up an entrepreneurial venture within next three years;

Autonomous Start-up

An analysis was conducted to identify from this Emirati sample the variable(s) that best predict the autonomous start-up of a business.
This analysis identi ed the variable ‘Starting a new business is a good career choice’as the most signi cant predictor of involvement in
entrepreneurial activity. Simply put, a business start-up is perceived as a good career choice.

Creating Start-up for Employer

Starting-up a business for one’s employer has a slightly di erent dimension to the self-directed start-up, in that one is creating the
venture for someone else — in this case, the employer. The analysis suggests that the respondent’s desire to start a venture for an
employer is because there is a‘Fear of failure’ that to prevents him/herself from creating a business start-up. Furthermore, there are also
indicators that one is questioning their personal competency to conduct a self-directed start-up.

Owner - Operator

For the company owner/manager who has created a business, the start-up driver has been a combination of career choice and the belief
that one possesses the necessary skills and competencies to be successful. Naturally, there is some hind-sight here in that having started
down the road of creating a business, and still being ‘alive’in the market place, helps to understand why one is still operational.

Venture Funds Provider

For the provider of funds to a start-up business, the picture is less clear in that there is no one signi cant stand-out variable that clearly
de nes what drives the decision to invest in a business start-up, other than a closely related variable, that is ‘fear of failure;, which does
not in itself predict venture funding activity, rather than a correlate variable that does not achieve a level of signi cance. It should not
be surprising to note that one may well choose to invest in an enterprise created by another who is charged with the responsibility of
making ita pro table entity, than take on the challenge oneself.

Perceived Conditions for Starting a Business Venture

Business opportunity is the main driver for plans to create an enterprise within the coming three years. This is associated with the
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perception that people prefer a‘uniform’living standard. Thus, one may well be starting a business so as to raise their standard of
living to a level they see as being more appropriate to their perceived business/social status and or aspirations.

Drivers of Business Start-ups - By Gender

A summary of causal di erences between Emirati men and women starting-up or operating their businesses is presented in Table 3.
Table 3 - Gender Differences in Starting/Operating a Business

Emirati Males Emirati Females

Predicted variable

Self-employed start-up « Starting a new business is a good | ¢ People uniform

career choice standard

prefer living

Employer driven
start-up

Fear of failure prevents start-up
e ort.

Starting a new business is a good
career choice.

Lots of good opportunities within
coming six months.

Having the knowledge and skill to
do a start-up.

Current owner/ manager
of business selling goods/
services

Fear of failure prevents people | « Fear of failure prevents people

from start-up e ort
Starting a new business is a good
career choice

from start-up e ort
Having the knowledge and skill to
do a start-up.

Providing start-up funds to a
business

Starting a new business is a good
career choice (but not for me!)

Starting a new business is a good
career choice (but not for me!)

Expects to do a start-up
within three years

People prefer a uniform living Stories of success get media
standard coverage
Lots of good opportunities for | « People prefer a uniform living
start-up in 6 months standard

Drivers of Business Closure

One variable that predicts a business closure is the non-receipt of a wage/salary/own payment from the enterprise for more than three
months. Nearly sixty percent of the start-ups did not pay a wage or salary for more than three months. Thus, it is not surprising that the
enterprise was shut-down. Other related variables important to the predictor model are listed in Table 4.

Table 4 - Causal Factors for Closing Down a Business

Emirati Males Emirati Females

Predicted Variable

Shut down a + Receipt of wages/salary/ own | ¢ Having the knowledge and skill to
business in the past 12 payment from enterprise do a start-up
months + Start-up product/service was new | ¢ Receipt of wages/salary/ own

to customers

High level of competition for
product/services

A third of customers were outside
the country.

payment from enterprise
¢« High level of competition for
products/services

It can be noted from Table 4 that a signi cant portion of customers of the male owned businesses were outside the country, thus,
inherently more di cult to manage than in-country customers.

The data presented in Table 4 should be read with some caution as the number of closures (particularly for women) are small in

number, therefore, inadequate for conducting statistical analysis that will achieve a level of signi cance at the ninety- ve percent
con dence level, thus, these results should be taken as indicative only.
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Part 3
Key Informant Survey

Survey Results

In addition to the thirty-six Kl face-to-face interviews, the Kl experts also completed a formal structured questionnaire (supplied by GEM).
This questionnaire required respondents to submit ratings to questions within the nine frameworks listed earlier, as well as, related issues
they thought important to entrepreneurship. The questions were about the critical issues and the most important steps necessary to
building an entrepreneurial environment, such as, perceptions of entrepreneurial activity within the nine key frameworks, including
support for female entrepreneurs, intellectual property rights and support for high growth ventures.

The rankings presented are a composite of the average score taken from the questionnaire scale ratings submitted by the Kl in each of
the areas listed in the KI questionnaire. These average scores were then compared against the other competing GEM 2006 countries and
arank was calculated for each question in the Kl questionnaire (a ranking of 1 indicates the most positive response to a question) Please
note that data from ve of the GEM 2006 participating nations was not available at the time of publishing this report. The KI rankings
are presented in Table 5. The perception amongst the UAE Kl is that the UAE possesses a favourable entrepreneurial environment in the
areas of:

+ Financial support,

+ Government policies,

+ Commercial and professional infrastructure,
+ Market openness,

+ Physical infrastructure,

+ Cultural and social norms,

¢+ Business opportunities,

+ Knowledge and skills, and

+ High-growth rm support

Table 5 - Kl Perception of the Entrepreneurial Environment in the UAE

Rank amongst

Questions about new and growing firms GEM 2006
countries

1. Financial Support

Availability of equity funding, private funding, venture capital and access to IPO’s 2
Debt Funding 3
Access to government subsidies 6

2. Government Policies

Priority of local government support for new and growing rms, including non-burdensome taxes 1
Federal government policies give support and a high priority to new and growing rms 3
Quick, easy and non-di cult access to permit and licensing bureaucracies 4
Consistent and predictable tax regulations 9
3. Government Programs

Government programs support new and growing rms 2
Government assistance available through a single agency 5
Government agencies for new business are e ective and competent 7
Government help program easily found 8
Su cient number of government support programs 14
Science parks and business incubators provide e ective support 15
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4. Education and Training

Colleges and universities provide good preparation 5
Primary and secondary education encourages creativity, self-su ciency, and personal initiative 9
Vocational, professional, and continuing education systems provide good preparation 12
Business and management education provides good preparation 15
Primary and secondary education teaches market economic principles 18
Primary and secondary education gives attention to entrepreneurship and new rm creation 21
5. Research and Development Transfer

Latest technology isa ordable 1
Adequate government R&D subsidies 5
Start-up and SME access to new research and technology compares with larger rms 9
Science and technology base supports the creation of world class technology based ventures 11
Support available for engineers and scientists to commercialise their ideas 16
E cient transfer of new technology, science and other knowledge 26
6. Commercial and Professional Infrastructure

A ordable cost of using subcontractors, suppliers and consultants 1
Ease of accessing good subcontractors, suppliers, and consultants 4
Adequate number of sub-contractors, suppliers and consultants 5
Ease of getting good banking services 8
Ease of accessing good professional legal and accounting services 11
7. Market Openness

Markets for consumer goods/services and business-to-business goods changes dramatically year-to-year 1
A ordable cost of market entry 1
Ease in entering new markets 4
Market entry not unfairly blocked by established rms 5
Anti-trust legislation is e ective and well enforced 16
8. Physical Infrastructure

A ordability and access to basic utilities 4
Physical infrastructure provides good support 6
Quick access to communications 8
Inexpensive access to communications 20
9. Cultural and Social Norms

National culture highly supportive of individual success and encourages entrepreneurial risk-taking 2
National culture encourages creativity and innovativeness &
National culture emphasizes self-su  ciency, autonomy and personal initiative 4
National culture emphasizes taking responsibility for one’s own life 5
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10. Business Opportunities

Increasing opportunities for creating high growth rms and taking advantage of personal e orts 1
Plenty of good individual opportunity for pursuing entrepreneurial ventures 2
11. Knowledge and Skills

Adequate knowledge of how to start and manage a high-growth business 5
Many people have the ability and resources to react to good opportunities for a new business 7
Many people have experience in starting a new business 10
Many people have know-how to start and manage a small business 12
12. Perception of Entrepreneurs

Creation of a new venture is a good way to become rich 3
Successful entrepreneurs have a high level of respect and status in community 3
Entrepreneurs are seen as competent and resourceful individuals 5
Becoming an entrepreneur is seen as a good career choice 7
Public media often runs stories about entrepreneurial success 10
13. Intellectual Property Environment

Widely recognised that inventors rights should be respected 6
lllegal sales of pirated software, videos, CDs and the like are not extensive 9
Firms can trust that their patents, copyrights and trademarks will be respected 9
IPR legislationis e ciently enforced 12
IPR legislation is comprehensive 15
14. Female Support

Women are encouraged to become self-employed or start a new business 6
Starting a new business is a socially acceptable career option for a women 8
Su cient social services available for women to work after starting a family 8
Men and women are equally exposed to good opportunities to start a new business 17
Men and women are equally able to start a new business 28
15. High Growth firm support

Policy-makers are aware of the importance of high-growth entrepreneurial activity 2
Supporting rapid rm growth is a high priority in entrepreneurship policy 3
Many support initiatives tailored to high-growth entrepreneurial activity 4
People working in entrepreneurship support initiatives have su  cient skills and competences 6
Potential for rapid growth used in selection process when choosing recipients of entrepreneurship support 6
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The UAE is highly ranked at second position for availability of equity funding, private funding, venture capital and access to an IPO.
Debt funding is also seen as being readily accessible as compared to other nations. Favourable local and federal government policies
and licensing practices, along with government assistance programs are seen as being supportive of new and growing rms. The
UAE is ranked slightly lower on education and training programs provided by colleges and universities. However, vocational and
professional education systems, as well as, business and management education programs o ered by organisations other than
colleges or universities are ranked much lower than the college/university programs.

A ordability of the latest technology and R&D technology transfer in the UAE are ranked high, however, start-up and SME access to
new research and technology is ranked much lower in the mid-rankings. Similarly, support for engineers and scientists commercialising
their ideas is ranked somewhat much lower. A ordability and ease of accessing sub-contractors, suppliers and consulting services is
top-ranked. However, ease of access to banking and professional legal and accounting services is considered to be more di cult.
Market entry is seen as being relatively easy and a ordable whilst markets for consumer goods are seen as changing dramatically
year-on-year. E ective antitrust legislation is not ranked highly and, as such, is seen as not being well enforced. Access to basic utilities
is seen as being a ordable but, relatively speaking, communication facilities are seen as being quite expensive.

Interestingly, the KI perceived the national culture in the UAE as being highly supportive of individual success and encouraging
entrepreneurial risk-taking. This nding di ers quite markedly to the comments made by many of the KI during their face to face
interviews.

The UAE is top ranked in perceived business opportunities with plenty of good opportunities for pursuing entrepreneurial ventures.
Furthermore, creating a new venture is considered a good way to become rich and gain respect within the community. Having the
know-how and self-con dence to create a new business is, however, another matter; one likely to be an impediment to increasing
the number of start-ups. Patent and IP protection is not, however, e ciently enforced as the underlying legislation is not su ciently
comprehensive.

Whilst women may be, to some degree, encouraged to become self-employed through starting a new business, they are not seen as
being equally exposed to good opportunities for starting that business. Public policy is seen to re ect the importance of high-growth
entrepreneurial activity in the wider business community, however, potential for rapid growth does not seem to hold centre stage
in the selection process for choosing the recipient of entrepreneurship support. Simply put, the assessment procedures for selecting
recipients of support need to be more rigorous.

Key Informant Ranking by Country

To gain a better comparative insight into the Kl expert’s perceptions of the entrepreneurial environment in each of their respective
countries an ‘Entrepreneurial Environment Scorecard’ has been calculated which simply sums the ranking of each country for each of
the questions given in the Kl survey. A lower score as (opposed to a higher score) represents a‘better’ or more supportive environment
for entrepreneurial activity to take place.

This data was collected from the Kl responses submitted through GEM from each of the participating nations for 2006. Table 4 displays
the Entrepreneurial Environment Scorecard (hereinafter referred to as the EES) for each of the participating GEM countries. According
to the Kl ratings, the USA has the most supportive environment for entrepreneurial activity, followed by Singapore and then the United
Arab Emirates in close third position.

The rankings in Table 4 clearly indicate di erences in perceptions between the National Survey and the KI respondents about the
entrepreneurship domain as evidenced by the di erence in the EES Rankings and the TEA rankings. It should, however, be noted that
the TEA rankings represent the level of activity for start-ups and young businesses combined, whereas the EESre ects the perceptions
of the Kl experts about the wider issues in entrepreneurship within the UAE. We must add, however, that throughout the study we
often noted signi cant di erences between what the data from the National Survey told us and the opinions expressed by the Kl
about entrepreneurial activity within the UAE.

We concluded that whilst there is widespread commentary and reportage about entrepreneurial activity and venture creation within
the UAE, along with considerable media coverage about the growing corporate activity and in uence at the global level, there was
not a clear understanding of what really is happening at the grassroots level in the entrepreneurial domain. Undoubtedly, opinions
pro ered by the KI were informed and valid, and certainly re ected a clear understanding of what should happen to grow venture
creation, but we would argue the low business participation rate in the UAE is well below expectations.
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Table 6 - Key Informant “Entrepreneurial Environment” Ranking

Country "Entrepreneurial Kl Entrepreneurial  TEA Ranking
Environment" Environment Score
Ranking (EES)
USA 1 317 17
Singapore 2 489 34
United Arab Emirates 3 570 38
Iceland 4 854 11
Australia 5 940 9
Finland 6 947 32
Ireland 7 993 21
Belgium 8 1125 42
Netherlands 9 1171 28
Denmark 10 1173 29
India 11 1175 13
United Kingdom 12 1262 23
Norway 13 1323 16
Indonesia 14 1328 5
Greece 15 1422 19
Spain 16 1473 22
Philippines 17 1484 8
Malaysia 18 1531 12
Germany 19 1610 37
Latvia 20 1707 24
Colombia 21 1725 2
Mexico 22 1736 31
Thailand 23 1813 7
Chile 24 1821 15
Czech Republic 25 1855 20
Croatia 26 1890 18
South Africa 27 1955 30
Jamaica 28 1998 4
Hungary 29 2022 25
Slovenia 30 2055 85
Argentina 31 2069 14
Italy 32 2102 39
Turkey 33 2108 26
Brazil 34 2219 10
Russia 35 2221 33
Peru 36 2294 1
Uruguay 37 2518 8
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Part 4
Key Issues in Entrepreneurship Within the UAE

GEM-UAE 2006 is the most comprehensive study ever conducted into entrepreneurship within the UAE. As a consequence, the extent
of the data collected allows us to draw conclusions and inferences from a strong knowledge base. We thank respondents and Key
Informants for their contribution to this end. Furthermore, we also thank the Mohammed Bin Rashid Establishment For Young Business
Leaders for the sponsorship they provided in support of this major study.

We present below the following as the key issues for the constituencies we serve, that is:

The general public who may have interest in the subject area or are considering entering the entrepreneurial domain;

The research community who love to author publications about interesting subject areas, particularly areas about which we have
inadequate knowledge or understanding;

Business practitioners who may well bene t from the outcomes of this major study in their decision-making about entering new
business domains; and

Public policy makers who are often charged with responsibility for developing and implementing policies that enlarge and
improve the national economy.

The Key Issues emerging from the GEM-UAE 2006 study as well as a number of other important sub-issues are presented here as follows:

1. BUSINESS STAGE PARTICIPATION. The UAE does not compare well on international comparison in the level of business stage
participation. In fact, it ranks forty-one of all forty-two nations surveyed in 2006 on the composite scale of business start-ups, young
and established businesses. It also ranks thirty-eighth on the number of start-up and young businesses, that is, Total Entrepreneurial
Activity (TEA). The widespread media coverage of high pro le corporate activity across the nation, particularly in Dubai and less so
in Abu Dhabi, combined with corporate acquisitions with global signi cance, are camou aging the real situation of low activity in
the entrepreneurial start-ups and young businesses arena.

2. FEAR OF FAILURE. The fear of failure is a tremendous cultural signi cant in the UAE. Unlike the western (particularly the North
American culture) culture where failure may well be seen as another ‘notch on the belt’ of business experience. Failure has great
potential to bring ‘loss of face’ to the UAE business person or the business person’s family. Failure in the western culture is often
expected and may well be seen as a'right of passage’toward a respected position in the business community. Many high pro le US
business persons have failed spectacularly in early business ventures before achieving elevated positions of respect and held up as
business icons to follow. If the UAE is to achieve its rightful place in the global entrepreneurial community, then the fear of failure has
to be resolved.

3. ENTREPRENEURSHIP AND EDUCATION. The high school education system is seen as a system of rote learning where risk-taking
is discouraged. The entrepreneur is a risk-taker, therefore, the high school system needs to take this into account if it is to nurture
the entrepreneurs of the future. The high school education system may well consider introducing creativity and entrepreneurial
orientations within the curriculum. College and university education is critical to the future of entrepreneurship within the UAE.
The higher the level of education, the greater the percentage of business owners. Not surprisingly, as education levels increase, the
knowledge and skill level ratings increase, whilst the fear of failure as an entrepreneur diminishes. The non-degree issuing programs
are perceived to enhance one’s level of skills and competencies necessary in starting a new business more so than degree-issuing
programs. However, non-degree issuing programs are associated with a higher level of ‘fear of failure; thus, inhibiting business start-
up activity. Degree-issuing programs, therefore, reduce the level of ‘fear of failure!

4. ACCESS TO FINANCE AND START-UP FUNDING SOURCES. Funding for most start-ups is obtained from one’s own resources. Close
family members and other kin or relatives are a major source of funding. The nancial markets, such as Banks and the like, play a
relatively minor role in start-up funding. Government support programs account for the smallest percentage of funding sources.
Business angels, as work colleagues, friends, neighbours and even strangers, are also a signi cant source of venture funds. Business
angels also appear to be a benign source of funds in that many have low expectations for high returns. Not ignoring, however, that
some investors have much higher expectations, such as, ve to ten times their initial investment. If business activity is to grow in
the UAE, then there must be a nancial support environment that enhances the creation, development and growth of high-quality
start-up and young businesses. The creation of formal channels through which liquidity in the UAE can be channelled into business
start-ups in the UAE needs to be addressed.

5. GENDER ISSUES. The propensity to start a new venture is much lower in the female population. The few female respondents who

were moved to create a business venture were motivated primarily by opportunity, than by necessity. Public policy will need to place
greater emphasis on generating higher levels of interest in the female population in creating entrepreneurial ventures.
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6. OPPORTUNITY PERCEPTION AND SELF-CONFIDENCE. Good opportunities are seen in the coming six months for starting a new
business venture. However, fear of failure’in starting the new venture was evident in the population, as was and much more importantly,
the belief that the respondent did not possess the education, skills and competencies necessary for success in the new venture. Again,
education is core to creating the future entrepreneur.

7. ENHANCING ONE'S STANDING WITHIN THE WIDER COMMUNITY. The interest in the creation of a new business venture within the
UAE is based on the perception that it is a desirable career choice. It is also seen as a means of enhancing one’s standing within the
wider community. Furthermore, there is a perception that the media give coverage to the achievements of a successful new business.
The extent of media coverage of the few successful businesses may well be camou aging the low level of actual entrepreneurial
activity.

8. INNOVATION, DIFFERENTIATION AND TECHNOLOGY ORIENTATION. Generally, established businesses are supplying all customers
with ‘novelty’ products more so than nascent or young businesses. However, the nascent and young businesses are supplying
smaller cohorts of customers with novel products. This outcome suggests that the start-up and young businesses are taking greater
opportunity of the ‘white spaces’ in the market place. Start-up and young businesses are much more oriented toward technology
utilisation than are established businesses. In fact, the nascent and young business is nine times more likely to be involved in the
technology sector than is the established business.

9. BUSINESS START-UPS. Business start-up intentions in the UAE within the coming twelve months are relatively low on the global
scale. Over the three year term, however, there is near double the intention to start a business. Thus, the future looks more positive for
business start-ups, but it must be remembered that from a very low baseline of start-up activity. Business start-ups in the UAE are a
function of opportunity motivation, rather than necessity. Simply put, there is little need to start-up a business to create employment
for oneself in the UAE. The UAE has a relatively low level of business ownership across all three categories of business, that is, start-up,
young and established businesses.

10. AGE RELATED ENTREPRENEURSHIP. There is surprising interest in the younger population in creating an entrepreneurial venture.
This augers well for the next generation of business people. The younger generation are also generally positive about opportunities
to start a new business, and the creation of a new business is seen as a ‘good’ career move. However, starting a new business is not
disassociated with also holding a corporate job. The nexus between starting a new business and holding on to the corporate job must
be broken if the bene ts of necessity motivation are to optimised. Also, the corporate job and the in-built nancial safety net, is most
likely to be a distracting, rather than motivating force for successful business creation and growth. The level of interest in starting a new
business, not surprisingly, diminishes somewhat at the upper age band.

11. INTERNATIONAL TRADE. There is a strong international business focus within the UAE. Current businesses have a large percentage
of clients outside the nation’s borders. A strong export orientation is evident within the UAE as compared to other nations. In fact, it is
one of the strongest performing nations on export orientation.

12. IMPORTANCE OF ENTREPRENEURIAL ACTIVITY. The UAE is placed in the high GDP/per capita category of nations, therefore,
entrepreneurial activity may be seen as being of less importance than for a low GDP/per capita economy. Business start-ups in low
GDP/per capita nations is often primarily driven by necessity motivation, that is, the need to create oneself a job. This is not so for the
UAE as business start-ups are driven by opportunity, not necessity motivation. The lack of necessity motivation is also a re ection of
low risk-taking within the community. If public policy aims at a re-structuring of the small business economy or broaden SME activity,
then competence in opportunity recognition and evaluation must be developed, along with the skills and competence necessary
in risk analysis. Furthermore, this must be closely aligned with con dence in risk-taking through a reduction in the ‘fear of failure’ of
starting a new business.

13.JOB CREATION EXPECTATIONS. Of the small number of business start-ups, only a few are expected to grow into larger enterprises of
over 200 employees. The desire to create another ‘me-too’ type business has little potential to grow into a corporation. Business start-
up respondents have much less ambitious employment expectations for the future than required if the SME is to grow to become
the large corporate employer. Broader perspectives and more ambitious expectations must obtain if the start-up and SME business
community are to make a signi cant mark on employment in the overall economy - and over the longer term.
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Part5
Summary, Conclusions and Implications

National Entrepreneurial Unfulfilled Potential

The UAE does not lack entrepreneurial capacity, it lacks entrepreneurial con dence and formal nancial support facilities. Furthermore,
it lacks a coherent education system from high school through to college/university that enhances informed risk-taking. A rote learning
educational foundation does not encourage learning through making mistakes; mistakes made in a safe environment that also help
to develop self-con dence. Itis self-con dence that nurtures the entrepreneurial spirit to take the next step toward creating that next
new corporation. Con dence building in risk-taking should be central to any education/learning program.

Creating a start-up business is generally seen as a good career choice, particularly for the male population. This is not surprising in
that the corporate world may well not o er the promotional prospects within the time-frame desired by the employee and, as a
consequence, one may well desire to generate one’s business acumen via an activity outside the employer corporation.

Stories of business start-up success in the media is a motivator in the minds of the female population for creating a new enterprise.
Furthermore, establishing a new venture start-up ts within the context of creating a more uniform living standard. Thus, a start-up
may well be perceived as a mechanism for equalizing one’s nancial position within a perceived strati cation of nancial positions.

Fear of failure looms large in the minds of the respondents, particularly the male respondents. Given the relatively small Emirati
population, news of failure in an enterprise may well quickly permeate the close-knit national community, thus, avoiding the risk of
failure by not creating a start-up enterprise appears to be the option of choice. Conversely, fear of failure could well be are ection of
one's perceived inadequacies in the skills/competencies necessary for successfully starting and operating a successful enterprise. At
the same time, fear of personal failure as a start-up entrepreneur, may well be a causal factor for acting as an investor in the start-up
enterprise of another where there may well be nancial risk but less risk to one’s public persona. More simply put, nancial risk may
well be more easily camou aged than the personal risk of being the owner/operator.

The common reasons for closing an enterprise revolve around two core issues across the two genders as follows:

+ The capacity of the enterprise to provide a wage/salary/payment to the operator; and
+ High level of competition within the market place.

The female population are more concerned with having the knowledge/skills to create and operate the business. Whereas the male
population were additionally concerned about the products of the start-up company being new to customers, whilst a third of their
customers were outside the country, thus, increasing the complexity in operating the business entity.

The authors believe that key constituencies, including public policy makers and business practitioners both understand the need
for change in the present condition. What they do not understand so well is the fragmentation within the present situation. Many
constituent members in good faith have made, and are still making, e orts to correct and/or change things from what they are.
However, these same people are adding to the problems in so doing by even further fragmenting activities and/or inputs such as
education, as well as, nancial resources.

To maximise the impact of available resources, and to target such resources at increasing business start-up activity, then coherence
and integration must prevail right across the board, from public policy on the small business and those conditions that sti e business
start-ups in established areas of business (e.g., Agency Agreements in tightly controlled retail markets) nancial support systems,
education and learning inputs, through to media coverage, including commentary, on the need for a much greater national e ortin
increasing the number business start-ups. Finally, we hope that this report assists in further understanding the reasons for starting-
up and closing down enterprises within the UAE and that the ndings herein inform public policy makers on the need for change in
current practices as a means of creating momentum toward a more entrepreneurial society.

Implications For The General Public

The common stereotype of entrepreneurial activity within the UAE is that things are ‘booming’ due to the current rapid growth in the
UAE economy. However, this is a strong misconception and could not be further from reality. There is great potential for enhanced
entrepreneurial activity within the UAE, however, this myth along with the dragon of fear (fear of failure), have to be slain before the
full potential from entrepreneurial activity is to be unleashed.

The general public of the UAE understand the need for entrepreneurial activity to create the future for the nation. They also hold in
high esteem those who make the e ort to create a new venture. Many wish to emulate the success of the few, however, the fear of
failure outweighs the drive to try.
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Let us borrow the words of Hindle & O'Connor (2004 44) about entrepreneurship education stated in another time and place, but so
relevant for the here and now in the UAE:

Lamentation will not solve the problem. Only education will. Deep-seated cultural inertial factors can only be overcome through the
education system, and the general public simply will not scream for more entrepreneurship education. If entrepreneurial inertia and
apathy are not to prevail, the cause of entrepreneurship education itself needs a high-profile champion or two or 50 to articulate and fight
for the cause.

They add: “Latent Potential requires a catalyst in order to foment activity”

Simply put, the future of entrepreneurship within the UAE must be placed in the hands of an active steward with the public policy
support necessary to drive the ship forward into safe open waters and o the rocks of fear and trepidation of a future that may not
include the safe haven of a corporate job for life.

Implications For Entrepreneurship Researchers

This report is an outcome of the  rst major study of this size into entrepreneurship within the UAE. The knowledge value of such a major
study can only be fully assessed over time, therefore, this report should be taken as a baseline against which future research e orts
should be measured and the results compared. It is recommended that GEM-2007 and 2008 studies be conducted as the results therein
will more clearly demonstrate the real trends in entrepreneurial activity within the UAE. More importantly, such studies will present
evidence about the e ects of public policy interventions over this time frame. It should be noted that studies of this size are invariably
time and resource hungry, thus, take the better part of a full year from preparation to nal report.

RESEARCH RECOMMENDATIONS

The GEM-UAE 2006 study highlights the need for further investigation into the contribution of education to entrepreneurial activity
within the UAE. The GEM-UAE research team has collected some data about education within the UAE and we envisage reporting
the ndings in the near future. However, this report should be seen as preliminary at best and may well need to be supplemented by
additional research questions and further study.

Given that this GEM-UAE 2006 national survey collected data from all the seven Emirates, the sample size provides the capacity to
produce preliminary reports by Emirate and even at the regional level. However, it should be remembered that whilst the sample size
is relatively large for national surveys of this type within the UAE, the smaller populations in the sample from regional areas may be
inadequate for drawing major conclusions.

Implications For Policy Makers - The Finance Gap

The contribution of the nancial markets in stimulating and/or supporting entrepreneurial activity within the UAE is known from this
study to play a relatively minor role. It seems to us that the reasons why need to be better understood. Furthermore, a shift from public
sector support programs to the private sector through better access to equity and/or funding, and how this transition may take place
would be of great bene t. Government support programs are varied and fragmented, thus, a more coherent approach would also be of
great bene t. The form and extent of that coherence also needs to be better understood. Further study should provide answers to the
above two issues.

Implications - Entrepreneurial Capacity

The UAE is well placed to make its mark in the wider international community. It has a strong international business perspective and is
making its mark in the global corporate arena through strategic acquisitions. However, the nation seems to lack the same con dence at
amore individual level to strengthen its economy further through small business start-ups. The reasons why are presented in this report.
In summary:

+ The nation perceives good opportunities for starting a new business within the coming twelve months to three years. Opportunity
motivation drives business start-ups, however, this positive opportunity perceptionis o set by the diminishing motivation associated
with the reality of receiving no monetary reward for e ort.

+ Nascentbusinessesare o ering the market place novelty products whilst the established businesses are supplying less novel products.
The established business is, therefore, operating in a more mature and often more demanding market place than the nascent business.
This outcome isre ected by the higher technology orientation of the nascent businesses. This trend is consistent with the UAE federal
and state government interest in high-tech ventures, however, entrepreneurial capacity in the high-tech arena must be sustained over
the long-term. The data from this study suggests that the number of high-tech ventures is inadequate to create, let alone sustain a
high-tech industry.
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+ Optimism in creating a new venture, is often 0 set by the number of corresponding business shut downs over the same time frame.
Support, both nancial and non- nancial, to sustain nascent businesses must be forthcoming if this trend is to be reversed. This
problem is not being adequately addressed by either government funded or privately funded programs, as well as, educational or
training programs.

+ Entrepreneurial capacity is vital to the UAE over both the short and long term future. New knowledge and new perspectives must
be generated and then converted into pro table and sustainable ventures.

+ Ongoing research into entrepreneurship must inform public policy about the creation of business start-ups and their sustainability,
as well as, the continuing assessment of public policy based interventions.

POLICY RECOMMENDATION. The GEM-UAE 2006 research team recommends the nancing of the establishment of a Centre for
Entrepreneurship within an established and recognised research-based academic institution for the ongoing conduct of targeted
research into entrepreneurial activity within the nation.

Implications For Active Entrepreneurs

This GEM-UAE 2006 report should inform the few budding, active and serial entrepreneurs about the context within which they
operate. More importantly, they should now better understand the issues that inhibit others from joining their fraternity.

Entrepreneurship has to be seen as more than starting-up another perfume, chocolate, hand-bag store or'me too’business. Technology
orientation has some credence within the nation, however, the tenacity required to take the start-ups through maturity as an SME
into a larger corporate entity must take hold in the aspiring entrepreneur community if the nation is to broaden the economic base
in moving forward. Chaos theory, as applied to business, tells us that big outcomes can come from small inputs. Thus, small change
in attitude and practice in the wider community can make a large di erence in business start-up activity. Educational programs with
independently assessed credentials can make a signi cant contribution to developing the self-con dence to ‘have a go’at creating
and sustaining the next new business venture. Access to secure and ongoing funding will go a long way toward sustaining the
next start-up. However, developing the potential business person’s skills/competencies in conducting extensive business opportunity
identi cation, assessment and full evaluation before one goes down the start-up track must be the rst and next step forward in
creating the entrepreneurial UAE of the near future.
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This Book

Over the past twelve months a research team from Zayed University sponsored by the Mohammed Bin
Rashid Establishment For Young Business Leaders conducted the rst ever study into entrepreneur activity
within the United Arab Emirates.

The team formed part of the 2006 Global Entrepreneurship Monitor (GEM) consortium of forty-two nations
investigating entrepreneur activity within their respective country. The data collected from these countries
allowed for a comparison of UAE entrepreneurial activity at the international level.

A comparison between the UAE and the other nations is presented, along with the identi cation of enhancers
and inhibitors of entrepreneurial activity within the UAE.

This report should be greatly helpful to the public policy makers, current and future entrepreneur,

entrepreneur educators, as well as, any one interested in entrepreneur activity within the UAE.
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