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Foreword from H.E. Dr. Ahmad Belhoul Al Falasi, Minister of
State for Entrepreneurship and Small and Medium Enterprise
The United Arab Emirates (UAE) has cemented its status over the past decade as the Middle East’s
eminent Business Hub, attracting global talent, regional corporate headquarters, and an
innovative start-ups community. Its strategic location, world class infrastructure, strong
connectivity and business-friendly environment are key factors driving our success.
SMEs represent 95% of businesses and, contribute to 53% of non-oil GDP, and are an important
growth driver for the UAE economy as it aspires to achieve greater opportunities in employment
for its young people, to sustain prosperity for its citizens, and to build a more resilient knowledgebased economy whilst transitioning away from reliance on fossil fuel exports.
Digitalisation is one of the key levers to pull to ensure that SMEs achieve this potential. We have
seen, during the pandemic, how digital ways of working, contactless interactions, and augmented
and autonomous operations have enabled a high degree of business continuity. The goal is to now
leverage the potential of digitalisation to raise industry productivity, to upskill employees, to
uptake new work practices, and to expand the role of the UAE as a regional and international hub
for entrepreneurship and innovation.
Achieving this transformation and realising the benefits for all requires a collective push across the
whole society and industries. Government continues to pioneer smart city development, 5G telecommunications, and more efficient
government services. It can coordinate SME digitalisation efforts and provide resources to make this happen, but it cannot do everything.
To realise the opportunities in front of us requires all entities to work together in the public and private sectors, including academic
institutions, federal government departments, free trade zones, regulators, technology incubators, and chambers of commerce. If we all
pull together, we are unstoppable. If we do not, then the opportunity of a generation is lost.
The findings and recommendations of this Whitepaper provide a powerful blueprint for what we should be doing and are doing with the
UAE Digital Government Strategy 2025, UAE Strategy for Artificial Intelligence among our other efforts, and with the local government
strategies to achieve the goals set out in Vision 2021.
The Ministry of Economy is grateful for the support from Huawei Technologies, together with Arthur D. Little as consultants, in
contributing towards this Whitepaper. We sincerely hope that this report is a useful reference for SMEs development in the UAE towards
a future digital economy, realising the full potential of digitalisation.
Let’s work together around tangible initiatives to make it happen!
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Introduction
Digital transformation started prior to, accelerated during, and is continuing post-COVID-19. Applying ICT infrastructure and introducing
digital technologies and methods, digitalisation is transforming all industries and society. Transformation can involve enabling contactless
transactions, movement of goods by autonomous vehicles, augmenting professional capabilities with artificial intelligence, and
introducing all manner of new and improved products and services.
The scale and speed of disruption to traditional offerings, processes, ways of working, and customer interactions is unprecedented,
forcing incumbents to face increasing competition and new rivals to emerge, also creating unparalleled opportunities to boost growth,
employment, and future value creation.
The potential is perhaps the greatest among small and medium enterprises (SMEs) 1. SMEs represent over 95% of all businesses in the
UAE economy, contributing over 4.4 million jobs (59% of the total workforce) and AED 580 billion in value added to the UAE economy
(41% of GDP 2 ) in 2020. SMEs comprise of traditional businesses looking to expand sales and to improve productivity, and start-up
businesses aiming for unicorn valuations from new business models and technologies. The challenge is how to realise these opportunities
for all typologies and industries.
0F0F
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This Whitepaper defines what digital transformation means in practice, evaluates the digital maturity and readiness of SMEs in the UAE,
identifying the gaps to be addressed by public and private actors. If SMEs are to realise their potential, action is needed to address the
barriers to digitalisation. This Whitepaper concludes by recommending initiatives to deliver tangible benefits for SMEs based on the
leading practices of top digital economies.

1

Medium enterprises are defined as employing less than 250 employees, small enterprises less than 50 employees and micro
enterprises less than 10 employees.
2 Note: equivalent to 53% of non-oil GDP
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Digitalisation of SMEs increases productivity and business
resilience, among other benefits
Digitalisation is a commonly used term, yet it is often misunderstood. This Whitepaper begins by defining digitalisation and its benefits
for SMEs, recognising the leading role SMEs have in advanced economies as drivers of growth, employment, creativity, and resilience.

Digitalisation is the adaptation of systems in business es, households, and government to address
real world challenges, enabled by digital technologies and methods
Digitalisation and digital transformation are used interchangeably to refer to the process of transitioning to a digital economy. A digital
economy can be characterised by features such as rapid transactions, predictive and intelligent capabilities, augmented and autonomous
operations, new ways of working, and the use of data to drive productivity improvement, higher quality goods and services, as well as a
safer and more secure world.
To many, digitalisation is simply the adoption of digital technologies to enable a digital economy. Digitalisation and digital transformation
are much more than this. Digital transformation is best defined as the adaptation of systems in businesses, households, and government
to address real world challenges. The digital age is the product of a real world need for greater security, more efficient production, more
resilient economies, and newer ways of working, given the challenges of an ageing population, climate change, the current pandemic,
and the continued desire to improve the lives of citizens. What this definition emphasises is that technology is the enabler of new products
and services, business models and processes, and new business partners with which businesses interact. A critical defining feature is that
skills, culture, organisation and technology collectively matter. Technology on its own has limited, sub-optimal impacts.
Digitalisation is adaptation to change, enabled by digital technologies and methods

Breaking the definition down, digital transformation can involve one or more of the following dimensions:





Offerings: new and improved product and service offerings, including business model changes. For example, Mobility-as-aService (MaaS) and restaurants selling meals through digital platforms.
Operations: autonomous systems (robotic delivery, smart contracts), augmented processes (AI health diagnosis) and new
ways of working (remote and socially distanced) to improve work practices, quality, efficiency, and safety.
Organisation and culture: new skills and competencies to make effective use of digital technologies and methods, new
partners and alliances to collaborate and share insights, and reinvention of business models.
Customer experience: New customer understanding, predictive capabilities, mass customisation from data analytics, and
closer customer engagement.
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A leading source of economic growth, SMEs account for a growing share of economic activity and
employment
The word “company” is derived from the Latin words ‘com’, meaning ‘together’, and ‘panis’ — meaning ‘bread’. It originally described
how merchants would gather, break bread together, and trade. Companies are communities in this context, for SMEs this is clear in the
social and economic value they create for the societies they serve.
To put in numbers, SMEs account for over 95% of all businesses, 60-70% of employment and 50-60% of value added on average in OECD
countries 3 . In the UAE, this corresponds to 335,000 SMEs, employing around 4.4 million employees (59% of the workforce) and
contributing AED 580 billion to non-oil GDP (a 53% share) in 2020 4. It is expected that SMEs share of the non-oil economy will reach 70%
in the coming years, playing an even more significant role in the UAE economy.
2F 2F
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With an intimate knowledge and closeness to their customers, SMEs are able to respond rapidly to changing customer preferences and
market conditions to meet the needs of their communities. Trusted by customers, specifically in finance and healthcare industries with a
social dimension, SMEs are the leading providers, comprising over 90% of businesses in service sectors from retail and wholesale to
healthcare and professional services.
In other industries dominated by larger companies, such as automotive and construction sectors, there is a heavy reliance on SMEs to
provide the goods and services which larger companies do not want or cannot produce themselves. This includes design, architectural
and technical services, and the manufacture of components in complex supply chains. Specialist chemical formulations, automotive parts,
electronic components, and IT services are often provided by SMEs. SMEs’ performance is inseparable from the performance of large
companies and from the economy as a whole.
Start-up SMEs bring disruption, creating new products and services or improving existing offerings. Reinventing how something is done
is a feature of creative destruction and competition, vital for the long-term health and productivity of all economies. As value creators,
SMEs are essential for sustained competitiveness and improved living standards.
Number of SMEs and their contribution to employment and GDP in 2020

Source: Arthur D. Little from the UAE Government sources

3
4

OECD, 2019
UAE Ministry of Economy, 2020

6

The benefits of SME digitalisation are improved productivity, business resilience, and innovation
Going digital closes the productivity gap
When compared with larger companies, SMEs suffer from a productivity gap. In manufacturing, the OECD shows that the labour
productivity per worker 5 of micro enterprises equates to 60% of that of larger enterprises in the UK, decreasing to just 10% of large firm
productivity in Greece and Mexico 6.
4F4F
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Part of the gap can be explained by greater returns to scale and capital intensity enjoyed by larger firms compared with SMEs. With
limited profits and cashflow to invest, differences in productivity persist. In service industries, the OECD shows the productivity gap to be
narrower on average in most countries, but there are exceptions, depending on the structure of the economy concerned.
Comparing productivity among countries is difficult as structural differences in the economy need to be considered. A high population of
micro enterprises is associated with lower average productivity, all else being equal. The productivity gap is consequently greater in those
countries and industries with a higher proportion of micro enterprises.
Digitalisation can be a game changer for SMEs, introducing smart contracts and automating back-office functions can improve business
cashflow and generate cost savings. Going online and trading across borders enables SMEs to reach new customers and to compete on a
leveller playing field with larger rivals. A key aspect to consider for smaller enterprises is the opportunity cost. Digitalisation frees up time
for more productive tasks like sales, marketing, and innovation as opposed to administrative and back-office work of limited value.
Productivity can be enhanced further as new technologies create opportunities to experiment with new ways of working and to redefine
how work gets done. Data obtained from digitalisation can be used to redesign processes, to improve safety and worker productivity,
and to reduce waste and energy costs. In warehouse distribution, robotics and AR/VR headsets augment worker capabilities to find,
collect, pack, and ship products more quickly than possible through manual processes. Picking and shipping errors and work-related
injuries are also reduced. As the role of employees change from forklift driver to robotics operator, so does the organisation of the
business change to optimise the benefits.
Quantifying the productivity benefit, SMEs who adopt digital tools across all
industries on average increase their productivity by 16% 7. For those SMEs
accepting digital payments, 45% recorded an increase in sales, averaging
+12% and were able to process payments 7 times faster compared with nondigital payments 8, implying cost savings. Annual productivity improvement
reported by individual technology adoption is in the range of 0.2%-0.4% per
technology adopted on average according to the OECD over a 2-year period.
Higher productivity benefits are consistent with an integrated and holistic
approach to digitalisation which considers multiple dimensions of our earlier
definition. After all, digital payments are the most effective in increasing sales
when combined with web marketing, a digitally aligned organisation, skilled
employees, and employing multiple technologies such as cloud services and
CRM tools.
6F6F
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Going digital means improved business resilience
Widespread lockdowns forced many businesses to temporarily shut or
requested employees to work from home during the pandemic. Furlough schemes supported business to keep employees on the payroll
and distributed funding to businesses and households to support economies. The fact that many employees could work from home and
communicate with customers and colleagues is attributable to digitalisation.

5

OECD (2021) notes: “There is a lack of internationally comparable evidence on the digitalisation of micro-firms at sector level”, hence
the productivity gap is only available for selected countries.
6 OECD, 2019
7 MTI, 2019
8 Visa, 2019
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For businesses like restaurants and retail, digitalisation has enabled new channels to open from which to sell and to deliver goods and
services, maintaining some sources of revenue while physical interactions were banned in many places.
Corporates have found ways to host board meetings online and have documents authenticated and signed remotely, so that businesses
can continue to operate close to normal. Contactless technologies have enabled much more to be achieved remotely, avoiding time spent
in queues to renew licenses, make appointments, etc. and making day-to-day operations more resilient.
SMEs that have digitalised were more likely to have found new business opportunities during the pandemic, at double the rate of the
least digitalised 9 according to recent findings. Other studies have shown how digitalisation has built long term business resilience,
increasing EBIT by 12-20% in the first year of going digital, and increasing speed to market by 40-50% on average 10.
8F8F
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Going digital means innovation and entrepreneurship
Technology start-ups constitute an important sub-set of SMEs, with the greatest potential for future value creation. Larger businessesmay
often struggle to reconfigure their business processes, to introduce new working practices, and to redesign products and services in a
rapidly changing environment. In contrast, start-ups are well positioned to nimbly exploit the gaps, challenging incumbents with better
quality and lower cost solutions by rapidly responding, reinventing, testing, and deploying in the market. Disruption can consequently be
beneficial for SMEs, enabling innovative solutions to be tested and introduced to the market much more quickly and to capture market
share from rivals.
The pandemic has been a good example, with new emerging companies providing new products and services that have rapidly gained
market share, in some cases resulting in IPOs with attractive returns for investors. Didi, and Gojek are two prominent examples. The goal
for many is the creation of unicorns 11 from digital disruption, entrepreneurship, and innovation.
10F10F

Going digital generates sustainable benefits
Often neglected are the transformations which occur within the business to optimise the use of digital technologies. Introducing new
capabilities and technologies spurs reinvention and rethinking, specifically to redesign, to repurpose, and to simplify. A change in work
practices, culture, and mindset from digitalisation can unleash a continuous cycle of innovation and improvement from which future
benefits are derived. Making businesses more agile, flexible, and willing to change may be the greatest benefit for SMEs from digitalisation.

9

Vodafone, 2020
BCG, 2020
11 Unicorns are privately held start-ups valued at over US$1 billion, 700 exist globally as of June 2021 (CB Insight, 2021)
10
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Digital SMEs have attracted new customers and generated
cost savings
According to ADL’s survey of SMEs in the UAE 12, 76% found that digitalisation had attracted new customers, 65% found that it generated
cost savings, and 50% found that it had opened new markets. Improved customer experience, increased agility and flexibility, lifetime
customer value, and differentiation possibilities were also cited by SMEs as benefits, mostly among medium sized companies and those
achieving higher levels of digital maturity.
11F11F

The evidence suggests that as companies become more digitally mature, exhausting the low hanging benefits from adopting basic
technologies, each additional cost saving, and new customer becomes more difficult and therefore costly to realise. Faced with decreasing
returns from basic digitalisation, SMEs revealed that advanced digitalisation provides an opportunity to realise other sources of value in
new markets, differentiation possibilities, and quality improvements.
Benefits of digitalisation (% respondents)

Source: Arthur D. Little, survey of 237 SMEs Q1 2021
In terms of business confidence, a survey indicates that almost 9 out of 10 UAE-based SMEs are optimistic about the next 12 months 13,
highlighting that acting now is essential to optimising digitalisation benefits as economies emerge from the pandemic. SMEs in the survey
identified easier access to funding (40%), acceptance of digital payments (34%), and training and upskilling staff (34%) as top three drivers
for growth. The greatest challenge for SMEs identified in the survey was maintaining growth and expanding their business (60%) in the
next 12 months.
12F12F

Looking at concerns over the next 12 months, 61% identified the rising cost of doing business, while 38% cited the need for easier access
to capital and funding. Private sector partnerships (57%) and government-led initiatives (53%) were identified as having the biggest
potentials to positively impact SMEs and the wider UAE economy.

12
13

Survey of 239 SMEs in the UAE conducted between March and April 2021
Mastercard, 2021
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Greater benefits can be unlocked by deepening digitalisation
A digital maturity and readiness model builds a picture of how digitally mature SMEs are today and the readiness of SMEs to transition to
digital workflows enabled by software and technology in the future. ADL’s digital maturity framework comprises of five pillars: strategy,
processes, technology, organisation and culture, and people and skills aligned to the earlier definition of digitalisation. ADL used 237
survey responses from a representative sample of SMEs and interviews with government, start-ups, and business stakeholders to assess
each of the pillars. Four digital maturity classifications of SME were defined by the consultants: digital newcomer, digitally aware, digitally
orientated, and digital champion.
Classification of SMEs by digital maturity (% of SMEs)

Source: Arthur D. Little analysis, Note: No ‘Digital Champions’ were identified in the sample of 237 businesses
Digital newcomers (74% of SMEs)
Many SMEs in this category are found not to be online and/or taking little or no action to advance their digital maturity, continuing to
adopt manual processes and to use basic communication tools to engage with customers and suppliers. Communication tools include
email, social media, and use of a laptop/computer. With basic technology adoption, there is limited cloud computing or high-speed
internet use which would enable the greater adoption of digital technologies and methods. Change can be difficult as businesses prefer
to retain proven work practices and technologies in the absence of sufficient knowledge and awareness of the alternatives. No dedicated
IT resources are typically employed by these enterprises, reliant on employees for digital development and no staff training is provided.
We find that many micro enterprises fall within this classification on account of limited resources, capabilities, and affordability of many
digital technologies. In summary, this group of SMEs represents the greatest potential for business performance improvement by
deepening digitalisation.
Digitally aware (24% of SMEs)
Digitally aware corresponds to SMEs who have adopted more than just the basic technologies and are responding to competitors to plan
for and invest in digitalisation, which includes providing training to staff and employing dedicated resources to support digitalisation
initiatives. With digital visions and plans established, these companies are beginning to consider additional investments in advanced
digital technologies. Cloud computing is used to a limited extent, as are collaboration tools to communicate with customers, while data
is systematically gathered on suppliers and customers to drive more targeted marketing and quality improvements. Despite this, the

10

approach to digitalisation remains largely passive, responding to what others doing to maintain competitiveness. With targeted support
for digitally aware SMEs, accelerated digitalisation is achievable to leapfrog rivals and reap the opportunities in new markets.
Digitally orientated (2% of SMEs)
Digitally orientated SMEs are considered digitally advanced as they adopt mainly automated processes and systems and have put in place
detailed technology and digital roadmaps to achieve targeted digital visions. Resources have been assigned to implement relevant
changes to customer experience, processes, and work practices. This includes widespread use of cloud computing, adoption of highspeed internet services, and advanced technologies such as artificial intelligence, autonomous systems, and 3D printing. Training is
provided to all staff. It is fair to conclude that digitally orientated SMEs have attained a high level of digital maturity. Going further in their
digitalisation however, they face challenges from regulations, lack of data protection clarity, limited resources, and ambition.
Digital champion (0% of SMEs)
Digital champion refers to those companies considered digital leaders, characterised by proactive and forward-looking digital strategies
to transform their business, implementing advanced digital technologies to stay ahead of competitors and even rethinking how the
industry operates and the business models it adopts. Ubiquitous cloud use and high-speed internet connectivity, a strong digital mindset,
and agile development and experimentation are embedded in the company culture. As innovators, they need access to new resources
and the best talents internationally to continue their digital leadership and monetise the intellectual property they generate.
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The foundations for greater digitalisation are well established
with a high level of basic technology adoption
SMEs are increasingly adopting digital technologies, with over half of all SMEs questioned by ADL undertaking projects to improve social
media and email communication with customers. A third of SMEs have invested in data backup equipment and software, while marginally
less have developed their own web presence over the past 12 months. The findings are consistent with the stated aims of SMEs to attract
new customers and to increase sales by opening new markets and channels to ultimately continue to grow their business.
Selling effectively through digital channels requires more than just a website and social media profile. Digital business processes to
manage inventories and to ensure that stock levels and customer information are accurate, as well as outstanding website content, are
required. Capabilities in digital marketing need to be developed to formulate and implement effective strategies and e-payment tools are
needed to accept payments from customers online, otherwise limiting the benefits attainable by SMEs going online. For repeat customers,
there is the need to systematically collect data to target future marketing campaigns and to gather feedback to build excellent customer
service and customised offering. New partnerships may also be required, with digital platform, payment, logistics, and software providers.
A bundled approach is needed, as no single technology or measure is likely to make substantial difference on its own to business
performance. Rather, SMEs need collective action and packages of support to help digitalisation move beyond the basics and to drive
greater benefits.

IT projects implemented in the past 12 months (% respondents)

Source: Arthur D. Little, survey of 237 SMEs Q1 2021
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Source: Arthur D. Little research, name of business in case study is changed to maintain the confidentiality of the respondent
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More advanced technology adoption is required to realise the
opportunities in an emerging digital economy
For 54% of SMEs, less than 10% of sales came from digital channels. SMEs have the potential to increase their digital presence significantly.
Taking the retail sector as an example, online sales have grown at +23% per annum in the UAE as ecommerce has grown its share of sales
from a penetration rate of 4.2% in 2019. For comparison, the digital share of retail sales in the United Kingdom reached 31.3% in Q3 2020
and 24.6% in China by August 2020 so there is substantial headroom if comparing to other leading economies.
This is also a huge opportunity for SMEs who are online to grow sales and to expand in to new markets, as consumers increasingly make
purchases cross-border in the wider MENA region. Ecommerce in MENA is estimated to reach US$48.6 billion by 2022, growing at 19.8%
per annum14.
ADL’s research did find that in those sectors with higher digital maturity, namely education, financial services, and healthcare, over 53%
of SMEs in education were deriving more than 20% of sales from digital channels, the figures for financial services and healthcare being
36% and 25% respectively. In manufacturing, retail, and construction industries, digital sales channels were much more muted, with 1314% of SMEs achieving online penetration of more than 20%. Part of the reason is limited digital adoption, with a 2019 study of SMEs in
Dubai finding that 77% of SMEs did not have an ecommerce store and that 71% did not even have a website.
Share of sales from digital channels by industry sector (% of respondents)

Source: Arthur D. Little, survey of 237 SMEs Q1 2021
UAE SME’s use of technologies in business processes

Source: Arthur D. Little, survey of 237 SMEs Q1 2021

14

Go-Gulf, 2021
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There are positive signs that SMEs will accelerate advanced
technology adoption in the next 12 months
At present, less than 10% of SMEs use e-learning, Internet of Things (IoT), blockchain, or automation technologies and solutions. These
technologies represent the next step in the digital journey for SMEs wishing to reinvent their business model or to offer innovative goods
and services.
The positive finding of the research is that over the next 12 months, the number of SMEs planning or considering adopting these advanced
technologies is expected to more than double. A unique opportunity to deepen digitalisation which must not be lost, financial and nonfinancial support from Government and private sector partners will be required to ensure SMEs put in place the strategies and plans to
make digital transformation a reality.

Digital products and solutions SMEs currently use and are planned/considered for use in the next 12 months (% of respondents)

Source: Arthur D. Little, survey of 237 SMEs Q1 2021
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Excellent high-speed internet connectivity needs to address
affordability concerns for SMEs
High-speed internet infrastructure is critical to support the development of digital solutions and the adoption of digital tools. The UAE
has some of the world’s best infrastructure, with over 90% of the population able to access high-speed internet. Smartphone penetration
is similarly high, in excess of 95%. Despite this, ADL’s research showed that many SMEs do not use high-speed internet connections, with
over 45% of SMEs connected at speeds below 100 Mbps 15.
1F

When asked what the main challenges for SMEs in digitalisation are, over 90% identified powerful internet connection as the greatest
challenge. Further analysis revealed that the cost of connectivity in the UAE is 10 times that of the OECD average and much higher than
other MENA countries. Measures to improve the affordability of high-speed internet are needed for SMEs with limited financial means
to accelerate digitalisation.
SME internet connectivity preferences (% of respondents)

Source: Arthur D. Little, survey of 237 SMEs Q1 2021

15

Megabits per second
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Lacking the financial means to digitalise on their own, SMEs
need funding support
SMEs, especially micro enterprises and start-ups find it difficult to fund their digital transformation journey due to limited financial
resources and borrowing options. For larger SMEs, investment in digitalisation is hindered by uncertainty over the expected return on
their investment, knowledge of which technologies and solutions work best for their business, and the willingness of the banking sector
to support SMEs. On average, 90% of SMEs in the UAE invest less than 10% of sales revenue on IT projects per year. This contrasts with
over 55% of SMEs investing more than 10% of sales revenue in Austria, illustrative of the scale of the gap.
Digital expenditure as share of total revenue (% of respondents)

Source: Arthur D. Little, survey of 237 SMEs Q1 2021
Part of the problem is internal as many SMEs suffer from limited cashflow associated with customer late payments and poor financial
management. Externally, the banking sector is often reluctant to provide loans due to the perceived higher risks of SMEs and start-ups,
who often have limited assets to use as collateral and stable revenues. When loans and credit are provided, it is often at a higher cost
compared with larger companies. Weak business plans and incomplete financial records compound these challenges, contributing to a
lack of affordable finance for digitalisation.
For many SMEs consulted, affordability remains a leading challenge: over 70% stated lack of financial resources as a major barrier to
digitalisation. The root causes preventing SMEs accessing funding for digital investments are:





Lack of working capital to go digital – exacerbated by the pandemic’s impact on revenues, late payments from customers,
and sometimes poor cash management, SMEs find it difficult to invest in the most basic of digital solutions, especially for
micro and small enterprises.
Lack of dedicated funds available to support digitalisation – no respondent to ADL’s survey received government financial
support to undertake digitalisation or were aware that any funding is available.
Commercial banks lack SME orientation – desk research and interviews found that banks are reluctant to provide financial
support to SMEs due to the lack of financial records and higher perceived financial risks as SME businesses are often poorly
understood. When loans are provided, it is at a higher cost than many SMEs expect. The limited penetration of online
financing alternatives in the UAE, such as invoice financing and crowdsourcing platforms, also means that banks are the only
source of borrowing available to SMEs, a primary contact for many smaller SMEs, with families and friends the last resort for
loans.
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Upskilling of employees should be a universal priority
Transforming a business into a digital SME takes more than installing equipment and software. A key success factor for companies and
the economy as whole is the upskilling of workers to have the knowledge of what it means to be digital and the skills to make it happen.
Excellent infrastructure and the availability of technologies and funding can only take digitalisation so far. Indeed, it is only by adopting,
integrating, and using technologies that innovation occurs and creative applications emerge which in turn generate longer term value for
businesses and the economy at large.
There is good availability of IT professionals and digitally skilled employees in the UAE from interviews conducted by ADL, however there
is a lack of specialist technology know-how and digital leadership required for the successful transformation and growth of start-ups. For
example, while general programmers and consultants are available to support SMEs, there is a lack of business integration experts,
technology specialists (e.g., AI and blockchain programmers), and experienced digital business mentors to drive SME success to the next
level.
On average, the survey found that most SMEs have less than one full-time equivalent resource dedicated to digital, the exceptions can
be found in the more digitally mature sectors of financial services and education. The solution for many SMEs is to outsource IT related
activities to support digital implementation (41% of cases), especially among medium enterprises.
For micro and small enterprises, there is a major gap in skills and capabilities to drive digitalisation beyond the basics, with many such
SMEs not providing digital training to staff and placing heavy reliance on employees for execution.

Full-Time Equivalent (FTE) ICT resources employed by SMEs and mode of digital project execution (% of respondents)

Source: Arthur D. Little, survey of 237 SMEs Q1 2021
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Source: Arthur D. Little research, name of business in case study is changed to maintain company confidentiality
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SME digitalisation challenges in the UAE
The digitalisation challenges faced by SMEs identified in the research can be summarised as follows.

20

Summary of leading SME digitalisation initiatives and
practices in advanced economies
To address the challenges of exclusion, access to information, access to technology and capability, access to funding, and regulation in
SME digitalisation, a review of the policies and initiatives implemented by leading digital economies with proven impact identifies leading
practices which could be considered for the UAE.
Three global indexes measure elements of digitalisation and its impact to determine those countries considered digital leaders, from
which lessons to accelerate SME digitalisation in the UAE and in other developed economies are gathered.
The World Digital Competitiveness Index (WDCI) produced by the Institute for Management Development (IMD) captures the capacity
and readiness of 63 economies to adopt and to explore digital technologies as a key driver for economic transformation in business,
government, and wider society. Three pillars, knowledge, technology, and future readiness, are assessed, through multiple metrics. The
results indicate that the top 5countries are the USA, Singapore, Denmark, Sweden, and Hong Kong. South Korea and other European
countries make up the remainder of the top 10. Across the pillars, the USA ranks top for knowledge, Singapore for technology, and
Denmark for future readiness.
The Global Competitive Index (GCI) produced annually by the World Economic Forum evaluates 141 countries across multiple input and
output indicators for their overall competitiveness, with some indicators specifically related to digitalisation and the digital economy. ICT
adoption, digital skills amongst the workforce, and e-participation by businesses and society are three of the most notable ones.
Singapore is ranked the most competitive economy overall, South Korea the top ranked for ICT adoption, Finland for digital skills, with
Denmark, Finland, and South Korea tied for the top spot in e-participation.
The Global Innovation Index (GCI) published annually by the World Intellectual Property Organisation (WIPO) measures the innovation
performance of 131 countries and economies. It is a good measure of a country’s ability to transform inputs such as funding, labour,
technology, and infrastructure into creative outputs, such as exports, patents, and new ideas, many of which are digitally related.
Economies which are good at innovation and entrepreneurship are expected to be good at digitalisation. Consistent with the other
indexes, the top 10 includes Nordic countries, the UK, Singapore, Germany, South Korea, Hong Kong, and Ireland.
Leading digital performers by index and metric, as a basis for extracting leading practices

Source: ADL research
The learnings from these leading economies are summarised in what follows.

Prioritise digitalisation and develop integrated strategy with industry/innovation policy
Integrated and holistic digitalisation strategies linked to a single digital vision are a foundation of success. In Singapore, government has
integrated its Smart Nation economic development strategy with its Research, Innovation and Enterprise strategy to benefit from a
shared future vision across industry, government, and society. This approach benefits from the synergies between innovation and digital
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transformation funding and initiatives and affords digitalisation the same importance and prioritisation as economic development or
climate change adaptation within all offices of government.
Denmark’s digital strategy “Denmark as a digital frontrunner” prioritises digital transformation, access and use of digital as central to
future growth, and improved industry productivity and excellence in public services. Consequently, digitalisation is placed as a central
pillar of economic development across all industries. Denmark’s Digital Agency is also closely aligned with the National Centre for Public
Sector Innovation, both under the Ministry of Finance, for close collaboration and policy alignment.

SMEs require dedicated programmes to accelerate digitalisation
Most governments have taken measures to support entrepreneurship and the growth of SMEs through export support agencies and
business growth initiatives such as small business support centres; and/or have established hubs, incubators, and accelerators for
technology and creative industry start-ups. Grants, loans, and tax breaks are often complementary tools used to support business growth
and economic development.
What sets the leading digital economies apart is the establishment of dedicated programmes focused specifically on digitalisation and
then on SMEs. These programmes and supporting organisations recognise the specific needs of SMEs for successful digital transformation,
from business integration support, deep technological expertise, industry sector knowledge, digital learning and capability development,
to data management issues. Support is more than just helping enterprises to sell more or expand operations. It is about enabling SMEs
to be more productive, exploring new opportunities independently or with partners to create future value.
Singapore’s “SMEs Go Digital Programme” established in 2017 is considered best practice supporting SMEs regardless of digital maturity
and readiness, to move online and to benefit from digitalisation. Under the Ministry of Communications and Information responsible for
business and citizen digitalisation, Infocomm Media Development Authority (IMDA) is responsible for Digital Offices established within
SME Centres. Enterprise Singapore, the Government’s enterprise growth agency remains separate with a mandate to support economic
development and business growth, but works closely with IMDA on developing digital skills, providing digital funding for business
improvement, and operating SME Centres. The point is that a dedicated agency and resources exist to support SMEs with the specific
technical and business aspects of digitalisation. Over 63,000 SMEs have benefited from the SME Go Digital Programme to date, and widely
hailed as a success by industry, the press, and SMEs who have participated.
At the policy level, Singapore established the Smart Nation and Digital Government Group (SNDGG), comprising of the Smart Nation &
Digital Government Office (SNDGO) leading on strategy and planning and the Government Technology Agency of Singapore (GovTech) as
the in-house technology implementing agency of the group, both sat within the Prime Minister’s Office. The SNDGG coordinates
digitalisation initiatives and programmes across government ministries and implementing agencies to ensure that the entire public
apparatus considers digitalisation a priority and pushes in the same integrated direction for effective planning and implementation.
Similar dedication to drive digital transformation and to coordinate implementation across the economy can be found in other leading
digital economies:




Denmark’s Agency for Digitisation within the Ministry of Finance is responsible for all government’s digitalisation policies,
including public sector transformation, digital inclusion, technology and data, digital post, cybersecurity, and digital identities.
It coordinates efforts with the public and private sectors, cooperating with the Confederation of Danish Industry (DI ITEK)
and local/regional Government.
The UK’s Government Digital Services (GDS) ensures government can deliver on its mandate: “revolution, not evolution of
digital services”. As an intergovernmental agency, it is responsible for coordination across government and for driving digital
in society, education, industry, and across Government, departments, etc. The GDS is also called upon to advise on
technology and data issues.

E-government initiatives are a powerful lever to transform public service delivery and accelerate
the digital transformation of SMEs
SMEs benefit from bold government digitalisation initiatives where Government is the first mover or introduces regulatory change. First
to invest in and implement digital solutions, government provides positive market signals and builds trust around less established
technology. In fintech, where governments have approved or implemented a technology such as blockchain, credibility and adoption in
the private sector is increased, encouraging investment and reducing the costs of adoption for SMEs.
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The most powerful accelerator of SME digitalisation comes when government provokes disruption, creating a pivot at which businesses
and society make step changes in how things are done. An example is e-government where government moves to paperless processes
and electronic payments, by introducing e-invoicing, cashless payments, digital identities and accepting e-signature on legal documents.
In making such changes, government redefines the rules of the game as individuals and businesses conduct multiple transactions with
government on a regular basis. Introducing new technologies and methods, government forces change by business to make use de facto
mandatory. This is often a turning point for SMEs to adopt digital tools and to reconsider their business processes and relationships with
customers, suppliers, and government agencies. The benefits for SMEs, as discussed earlier, are significant: they spend less time on
administrative tasks and more time on sales and productivity improvement. Examples of countries leveraging E-government initiatives to
fast-track digital adoption are provided in the box below.

Bundled support packages give SMEs the foundations to take the first steps in digital
SMEs excluded from the digital economy need more than a website and social media profile to reach out to new customers or a computer
to manage inventories and customer invoices. The first steps can be daunting for SMEs with limited knowledge, resources, and finance.
The barriers are not insurmountable, as best practice shows that providing ‘digital newcomers’ with a small amount of funding, usually
through vouchers, and bundled plug-and-play tools tailored to the needs of SMEs can make the first steps to digitalisation accessible. A
pack for an SME retailer wanting to develop an online presence might include a website development tool, software to accept e-payment,
and a few hours of consulting support on digital marketing and IT security. With some initial guidance, SMEs would be ready to go online,
to build familiarity, and to develop the capabilities and the confidence needed to be successful in the digital economy. Provided at reduced
cost with government financial support and/or support from vendor partners, solutions should be affordable to SMEs, specifically to
micro and small enterprises.
Start Digital packs in Singapore (see box below) have been adopted by over 30,000 SMEs 2019-2020 with a high impact on productivity,
online sales, and cybersecurity.
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Access to advice, knowledge, and information needs to be made easy
For SMEs unaware of what digitalisation means and its benefits, or do not know how to go about digitalisation, including what
technologies to consider, the costs of implementation, and who to connect with, leading digital economies have made acquiring this
information and knowledge low cost and easy to access.
Leading initiatives include:


Establishing one-stop shops for advice, learning, and business support

Spain’s Acelera PYME programme provides a one-stop shop for the digital support, including digital solutions, digital tools, financial
support and information for SMEs, plus advice. Establishing a single point of contact for all support and advice was considered
instrumental in achieving the rapid digitalisation of SMEs and for boosting digital awareness among micro and small enterprises.
Integrated SME service centres in Hong Kong provide businesses with access to a range of business growth and digitalisation support
services from a single location – mainland China expansion, technology, funding schemes availability, and business advice/support
services – a "four-in-one" integrated service. For SMEs, the ease of accessing such services increases the uptake and the effectiveness of
multiple government funded schemes including its Technology Voucher Programme (TVP) and Reindustrialisation and Technology
Training Programme (RTTP), among others.
One-stop shops in Singapore (12 SME Centres integrating Digital Centres) provide a single go to touchpoint for SMEs to find out about
and access support, to receive advice and free consultancy, to participate in trainings and workshops, and to apply for funding and meet
vendors. Through these centres, ‘3 steps to digitalisation’ firstly provides SMEs with consultancy support to develop an Industry Digital
Plan (IDP), which defines the digital needs and solutions most appropriate for each industry. In the second step, SMEs have access to preapproved solutions with grant support (guidance on available funding also provided). In the final step, additional support is available to
help SMEs complete their digital transformations, including advice on advanced digital solutions, consultancy services, and access to
resilience bonus grants.


Establishing Digital Centres of Excellence

Where SMEs require bespoke and in-depth advice and support to continue to digitalise, for example to develop a technology roadmap
and implementation plan to automate production or to become an AI leader, economies have established Centres of Excellence following
the one-stop shop principle to connect SMEs with industry ecosystems and digital experts, focusing on specific industry digitalisation
(advanced manufacturing, fintech) or technology field (AI, cloud, blockchain).
Singapore’s SME Digital Tech Hub provides digital consultancy to SMEs that require expert advice in specialist areas such as data analytics,
cybersecurity, AI, and IoT. The hub provides free consultancy services to SMEs referred by business advisors at SME Centres. The hub is
presently launching a Chief Technology Officer-as-a-Service (CTOaaS) to provide advanced and specialist support to SMEs.
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Germany has established 26 integrated digital centres of excellence (Mittelstand 4.0 Competence Centres) as points of contact for all
digital matters, ranging from digital solutions, cybersecurity, business models, to testing of new technology. They are the key tools and
resources in driving micro and small enterprises towards Industry 4.0, contributing to Germany becoming a leader in this field and
exporter of solutions globally.


Providing online tools to make finding and applying for financial support as easy as possible

Hong Kong provides fund matching kiosks for SMEs. By entering simple information about their business, the kiosks then search eligibility
criteria among all government funding schemes. Access to and application for funding is streamlined, resulting in higher uptake.
Singapore’s GoBusiness Licensing Portal, a one-stop portal that allows business owners to apply for multiple licenses simultaneously in
a simplified application and payment process, also provides functionality for searching and applying for government funding schemes.
SMEs benefit from automated licensing, while smart forms ask for the right information on a single occasion, with push notifications to
mobile phone/email alerting applicants instantly of success.
The Federation of Small Business (FSB) Funding Platform in the U.K. accelerates the funding search of SMEs by providing a one-stop
application process assisted by consultants who can advise on the financing amounts required, intended uses, and preferred repayment
methods. Such platforms help SMEs navigate complexity.

Digital skills and learning should be a priority in every country
A common key success factor for SME digitalisation and productivity improvement is investing in digital skills and talent. For the leading
economies, this comprises well-funded education and high-quality teaching from a young age, including a focus on the skills needed by
industry today and in the future, such as computing programming in primary schools and data analytics in senior school curriculums. As
part of the continuous learning and the need to adapt with digital transformation, leading economies have implemented many initiatives
to upskill employees with new digital capabilities, through academies where entrepreneurs and start-up employees can attend courses
and workshops to learn from experts. Those which have been most successful in accelerating SME digitalisation are illustrated in the box
below.
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SME Digitalisation: a three step recipe for success
To address the challenges for SMEs wishing to undergo digitalisation, ADL has proposed three packages of initiatives that policy makers
should consider, optimising the impact of digitalisation for the UAE by enabling SMEs to achieve their digital potential. The packages are:
Inclusion, Accelerate, and Innovate.

Inclusion is the first foundational step SMEs must take to realise the benefits of digitalisation.
The first package focuses on measures to tackle digital exclusion, ensuring no SME that can benefit from digitalisation is left behind. Put
simply, measures should target those of the lowest digital maturity, often micro enterprise not currently online and/or with limited
knowledge and finance to go digital.
The following initiatives are recommended for consideration:







Establishing a dedicated programme for SME digitalisation supported by all levels of national and federal government.
Providing vouchers to enable SMEs to afford the basics in digital, funded by Government and tailored to the specific needs
of the industry concerned. Voucher schemes of modest value provided on a matched basis so that SMEs have their ‘skin in
the game’ are proven to be the most effective in helping SMEs digitalise.
Working closely with the private sector to offer plug-and-play digital solutions and tools, affordable to SMEs and delivering
instant benefits. For those businesses new to digital, such solutions and tools help build familiarity and user capabilities,
encourage experimentation, and motivates business owners to go further with their digital strategies and planning.
Producing industry sector guidance on digitalisation to advise SMEs of the first critical steps to take, who to contact, how to
apply for support, etc. Helping SMEs to navigate complexity and making the transformation process as easy as possible are
key success factors.
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Accelerate is enabling SMEs to become digital leaders , driving sustained benefits
To go beyond incremental improvements to achieve radical step changes in digital maturity and its benefits requires a different package
of support for SMEs. Support should be tailored to the specific needs of each industry and reflect each firm’s own digital vision and
journey. For a business that has invested in digital to keep up with the competition, this means creating a new vision, strategy, and
implementation plan to beat the competition and to drive new sales and productivity improvement. For some, this means automating
business processes to improve product quality and productivity, a step to Industry 4.0. For others, it is realising the value in customer
data using AI and data analytics to increase sales to new and existing customers. In more radical transformations it could mean a complete
overhaul of the business model, redefining what and how the business is done.
The package of initiatives recommended to accelerate digitalisation includes:








Establishing one-stop shops for SMEs to approach for advice, consulting, training, funding, etc. to help digitalisation. A first
step is often consulting to understand the specific needs of the business and level of digital maturity already achieved, to
then establish a digital vision and strategy to then build a step-by-step roadmap to implementation that achieves business
goals.
Making support as easy as possible. SMEs are often discouraged from applying for funding if eligibility is unclear, if the
application process is complex and burdensome (e.g., paper based, requiring licenses and legal documents, etc.), or SMEs
are simply not sure what funding is available. It is recommended that digital tools and platforms are used to streamline the
processes and procedures involved in communicating with SMEs, searching for funding, completing applications and
completing transactions.
Establishing online and offline capabilities for digitally relevant teaching and learning. This includes venues for training and
webinar materials which can be watched any time by SMEs. It includes talks, conferences, and workshops on specific or
general topics to upskill employees across all industries. Examples could include workshops on the potential of automation
for manufacturing industries, web-based learning tools for how to build digital business plans and implementation roadmaps,
through to training in coding. General topics could focus on technologies such as AI and cloud computing to inform SMEs of
business use cases, and provide the opportunity for vendors to connect with SMEs.
Considering tax incentives for ICT/digital equipment and services, especially Cloud and AI services for SMEs, to improve the
affordability of digitisation. This could be tax rebates or VAT exemptions on equipment, training, and consulting support for
SMEs.

Digital innovation ensures SMEs can become leading digital value creators
A challenge for start-ups is moving from proof of concept to early-stage growth and business expansion. With angel investor networks
considered immature in the UAE and early-stage funding options limited, a lack of available finance can be a major roadblock for startups wishing to realise the value in their innovations.
To support SMEs that have digitalised to lead in their chosen field such as fintech, energy, blockchain, healthcare, etc., innovative ways
of funding start-ups should be considered, either by providing equity through public venture capital funds, or by providing preferential
loans to de-risk investments, in both cases encouraging private sector investment in promising tech businesses.
In addition, policies should continue to attract digital talent and expertise to the UAE, one approach advocated by ADL is opening access
to public funds to non-UAE nationals and businesses as an incentive to relocate and invest in the UAE, strengthening its status as a digital
technology and innovation hub.
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