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9.1 Introduction

Business venturing requires resources such as
finance. Hence, informal investment receives
close attention in the GEM report. Access to
informal finance has an influential role in the
development of entrepreneurship activities
within any institutional context. Studies have
shown a positive relationship between access
to informal funds and business performance
and growth, especially in developing countries
(See Kislat, 2015). External financing of a busi-
ness venture can be sought via formal sources,
informal sources or a mix of both. While formal
sources include formal debt finance, venture
capital, IPO, and angel funds, informal sources

include capital fund from close family members,
relatives, friends, neighbors or any other pri-
vate moneylender. Small businesses decide on
their financial options based on factors at the
individual, organizational, and contextual levels
(Nguyen and Canh, 2020).

In Oman the formal public and private
financial options have been growing in numbers
and types. The government has exerted efforts
to develop the financial sector to cater for the
needs of SMEs. However, there is a consider-
able number of firms who prefer informal in-
vestment.

The GEM-Oman 2020 survey gath-
ered data to measure the proportion of popu-
lation who have exercised any kind of informal
investment among the Omani adult population
who are within the age of 18-64. The survey




considers adults as informal investors if in the
past three vears, they have personally provided
funds for a new business started by someone
else, excluding any purchases of stocks or mu-
tual funds. Early-stage entrepreneurial activity
(TEA) is largely affected by the availability of
informal investment. Start-ups usually find it
difficult to obtain formal financial resources due
to their newness. Therefore, they rely largely on
their own savings, or informal fund from their
family, friends and relatives. Unsurprisingly, the
amount of fund provided by informal investor
will be relatively small considering the high risk
associated with start-ups.

Figure 9-1, depicts the estimated per-
centages of adult population acting as informal
investors along with percentage of adults who
were involved in early-stage entrepreneurial
activity in 2019 and 2020. The results show a
slight drop in the proportion of adults who had
acted as informal investors from 14.4% in 2019
to 10.6% in 2020. However, the results show the
opposite in early-stage entrepreneurial activity
rate. New business activities have increased
between 2019 and 2020 from 6.94% to 16.01%.
Growth in TEA rate may be associated with the
government efforts to develop the SME sector
that started in 2013 in Seih Al-Shamikhat during
the national symposium for SME development.
The efforts included creating entrepreneurship
awareness through primary and higher educa-

18%
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tion, public and private financial support, entre-
preneurial training programs, and addressing
regulative barriers to opening businesses. The
results might also indicate that the early en-
trepreneurial activities were mostly financed
through entrepreneurs’ own money or other
formal sources such as government supporting
funds or other public or private formal lenders.
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Figure 9-1: Estimated percentage of adult population acting as informal investors and TEA in Oman
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9.2 Estimated amount of
informal investment

This section illustrates the approximate amount
of informal investment as declared by the target
population (adult age 18-64). The results in Ta-
ble 9-1 show the indicators of the informal fund
invested in Oman for the two years, 2019 and
2020. The table displays the mean, standard
deviation, median, and modes of the informal
investment amount in both USD and OMR cur-
rencies. In order to achieve a better accuracy of
the estimation, the median indicator is used as
opposed to an average indicator to calculate the
total invested fund. Hence, it is less affected by
the extreme values.

The results in Table 9-1 show a big drop
in the proportion of investors who provided in-
formal funds in the last year, from 70% in 2019
to 22% in 2020. A similar drop is shown in the
average amount invested by each individual. It
has declined from 9,759.69 to 6,128.14 OMR.
The median value of the invested amount has
declined from 2000 OMR in 2019 to 550 OMR
in 2020. It can be understood from the results
that there is a considerable interest from Oma-
ni investors in providing informal funds to their

Table 9-1: Main indicators on informal funds invested in Oman
Indicators

Percentage of informal inves-
tors who provided the amount

Invested amount average (OMR)

Invested amount standard deviation (OMR)
Invested amount average (USD)

Invested amount standard deviation (USD)
Invested amount median (OMR)

Invested amount median (USD)

Invested amount mode (OMR)

Invested amount mode (USD)
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family members, friends and relatives. However,
the amountinvested is relatively low. This might
indicate that the investment is usually directed
to micro and small startups since they require
less capital. Moreover, the decrease in the pro-
portion of informal investors might be referred
to the fact that there is growing self-awareness
among the population in starting their own
ventures rather than investing in other people’s
businesses.

Table 9-2 provides approximate figures
to estimate the monetary amount invested in-
formally in early-stage entrepreneurial activi-
ties each year in Oman. The table below offers
an opportunity to compare the amount invest-
edin 2019 and 2020. As shown, the population
aged 18-64 hasincreased to 1,379,330in 2020
from 1,346,645 in 2019. However, due to the
drop in the percentage of informal investors
among the population in 2020 (10.6%), the to-
tal amount has largely decreased as estimated
for the 3 years. By applying the median to each
informal investor, the estimate of total funds in-
vested in 3 years is becoming OMR 80,414,927,
while it was OMR 386,394,000 in 2019. Rough-
ly calculated, the total amount invested in each
year would be OMR 26,804,976 (after dividing
by 3). This shows a drop of 79% in the estimat-
ed yearly investment between 2019 and 2020

2019 2020

70.1 22.22
9,759.69 6,128.14
67,925.79 18,424.32
25,382.81 15,937.95
176,660.05 47917.6
2,000.00 550.00
5,201.56 1,430.43
2,000.00 2,000.00
5,201.56 5,201.56
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Table 9-2: Total amount of funds informally invested in Oman over the period 2019 and 2020 as a contribution to entrepreneur-

ship finance.
Concepts 2019 2020
Oman'’s population aged 18—64 (persons) 1,346,645 1,379,330
Point estimate of informal investors in the population over 14.4% 10.6%
the last 3 years (%)
Point estimate of the number of informal investors in the 193,197 146,209
population over the last 3 years (persons)
Estimate of total funds invested in 3 years, by applying the 386,394,000 80,414,927
median (OMR) to each informal investor
Estimate of total funds (OMR) invested each year, by divid- 128,798,000 26,804,976

ing the previous amount by 3

Estimate of total funds invested in 3 years, by applying the 1,004,925,877.76 209,141,535

median (USD) to each investor

Estimate of total funds (USD) invested each vear, by divid- 334,975,292.59

69,713,845

ing the previous amount by 3 (period 2015-2017)

(refer to Table 9-2). The drop in the estimated
investment can be attributed to the slowdown
in the economy, which worsened due to the
Covid19 pandemic.

9.3 Characteristics of infor-
mal investors

The personal characteristics of informal inves-
tors in Oman are shown in Table 9-3. The table
demonstrates some changes in the attributes
between 2019 and 2020. While most of the in-
formal investors were male in 2019 (74.5%), al-
most an even distribution in gender appears in
2020 with males representing 50.8%. The aver-
age age remained almost the same at 34 years.
In 2020 the lowest annual income range is rep-
resented at 21%, while the highest is represent-

ed to the tune of 52.9%. It can be noticed thatin-
formal investors are showing a higher education
level in 2020 in comparison to 2019. Almost all
informal investors are working either full-time
or part-time (98.3%) in 2020. The table illus-
trates an interesting increase in the percentage
of informal investors who have been involved in
early-stage entrepreneurial activity (TEA), from
9.3%in 2019 to 30.5% in 2020. Also, there is an
improvement in the optimism of informal inves-
tors in identifying potential entrepreneurial op-
portunities, from 71.6% to 86.2% in 2020.

Some insightful findings can be drawn
from the above analysis. A growing interest of
women in entrepreneurial activities is spotted,
and particularly in financially supporting their
relatives and friends. The Omani community is
becoming more optimistic of the opportunities
available in the market. Although relatively lit-
tle amount is invested informally in 2020, en-

Note: these results constitute a rough approximation, as they are calculated under the im-
precise assumption that in each of the three years, the number of investors was the same,

and the medians remained constant. Also, one should bear in mind that the results are
based on a sample and under an estimation error at 95% of confidence. The result is there-
fore an approximation of the impact of informal funds on entrepreneurial financing.
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Table 9-3: Main indicators on informal investors’ characteristics

Characteristic

Gender

Male (%)

Female (%)

Age

Mean age and standard deviation
Annual income

Lowest 33% percentile

Middle 33% percentile

Highest 33% percentile
Educational level

None (%)

Some secondary (%)
Secondary (%)

Postsecondary (%)

Graduate experience (%)

Work status (reduced)

Works full time or part time (%)
Not working (%)
Retired/student (%)

Knows recent entrepreneurs (%)
Sees good opportunities (%)
Involved in TEA (%)

Involved in EB (%)

745

255

33.5(.873)

33.2
89
57.9

383
22.4
265

8.7

82.9
8.7
8.4
89.1
71.6
9.3

50.8
49.2

34.18(10.47)

21
26.1
52.9

5.1
NA
355
49.7
9.6

98.3
1.7
NA
S4.4
86.2
305
3.6

Note: the basis of calculating these indicators is the total sample of informal investors in

each year.
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trepreneurs are presumed to be financing their
own ventures.

9.4 Relationship between
informal investors and benefi-
ciaries

The relationship between informal investors
and their beneficiaries are clearly described in
the GEM national report, as displayed in Fig-
ure 9-2. In 2020, the highest recipients of in-
formal investment are close family members
(51%), whereas they were ‘some other relative’
in 2019 (52.5%). This may imply that informal
investors are becoming more cautious as to
whom to give their support. Trust is a critical
concept in these situations. The categories that
appeared in 2020 in the order from the highest
to lowest are close family member, some oth-
er relative, friend or neighbor, work colleague,
stranger with a good business idea.

9.5 International position

Figure 9-3 illustrates the international posi-
tion of Oman in comparison to the Arab coun-
tries and other GEM countries in relation to the
participation of adult population in informal in-

Close family member

Some other relative

6.0
Work colleague ‘ 3.9

Friend or neighbor

2.6

Stranger with a good business idea 7

|

o

10

11.7
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vestment. As explained earlier, the proportion
of Oman'’s population committed to informal
investment has dropped significantly in 2020
(2.1%). They are substantially lower than the
average GEM nations (4.98%) and high income
economies (4.69%). The GEM Global Report
2020-2021 identifies a common falling trend in
most of GEM nations, with 29 nations out of the
35 economies participating having experienced
a decline between 2019 and 2020. Interesting-
ly, Oman has the greatest fall among all GEM
states (from 10% of adults to 2%). The figure be-
low displays Oman placed as the second low-
est in Arab countries before Morocco in terms
of participation in informal investment, where-
as Saudi Arabia remains the highest (14.2%). In
general, countries of the Arabian Peninsula are
lying somewhere very close to the average GEM
nations.

However, Figure 9-4 shows the average
funds (USD) provided by informal investors, and
Qatar and Kuwait are lying at the top of list.
The amount invested by the informal investors
in those countries is far higher than that of the
High income and average GEM nations. Oman
is placed somewhere in the middle, with aver-
age investment lower than that of high income
and average GEM nations. Iran remains the
lowest in terms of amount invested in the Arab
Peninsula region.

Proportionally speaking, positive entre-

51.0

20 30 40 50 60

2020 m2019

Figure 9-2: Distributions of categories of relationships between informal investors and early-stage entrepreneurs (2019-2020)
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Figure 9-3: Estimated percentage of population acting as informal investors (2020)
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Figure 9-4: Estimated average funds invested by informal investors — average in USD (2020)

preneurship impact is expected in those coun-
tries with a higher proportion of informal in-
vestors (e.g. KSA) and a high amount of funds
provided by informal investors (e.g. Qatar and
Kuwait). Oman experienced a large fall in both
parameters in 2020 in comparison to 2019. The
economic downturn could be a reason for this
fall. People are expected to be reluctant to en-
gage in informal investment. In such situations,
policy makers are advised to take measures to
provide other forms of investment to nascent
entrepreneurs.
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proactivity.In 2020, animprovementisidentified
in all four components, especially in proactivity
as it has risen from 33.6% to 48.9%. Despite the
COVID-19 pandemic and all the negative effects
it had on the SMEs sector, the entrepreneurial
mindset remained prevalent.

The results indicate that Omanis have a
high-level visionary mindset that makes them
motivated to bring change and being very de-
termined with a sense of purpose. The Omani
population demonstrates a proportionally high
level of creativity and innovation. They are able
to generate novel ideas and produce innova-
tive solutions to real-life problems. Creativity is
considered a key factor that fosters entrepre-
neurial activity (Ward, 2004). However, Omani
adults scored less in spotting business oppor-
tunities and in proactiveness to act upon the
opportunities they see. Institutional hurdles are
believed to influence the entrepreneurial mind-
set of Omanis (Al-Mataani et al., 2017). Ac-
cording to the Global GEM Report 2020/2021,
80% of the adult population in Oman perceived
good opportunities to start a business. This is a
strong indicator of the entrepreneurial outlook
and mindset as well as the conduciveness of the
environment for entrepreneurship in Oman.

Adults in Oman need to improve their
proactivity, energy, confidence and self-deter-
mination in order to foster the entrepreneurship
sector. Further focus on entrepreneurship edu-
cation can develop entrepreneurial skills related

49.40%
48.90%

38.50%
33.60%

OPPORTUNISM PROACTIVITY
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to business-idea generation and transforming
those ideas to business ventures.

Table 10-1 depicts the entrepreneurial
mindset index (EMI) for the Omani population
in 2019 and 2020. The results show a slight
improvement in the index from 3.3 in 2019 to
3.4in 2020. The current index is still considered
proportionally moderate as it is slightly above
average. This is quite expected in the Omani
context, where there are “high levels of public
and private employment and generous social
security systems” that usually negatively affect
the entrepreneurial mindset and culture (The
GEM Global Report 2020-2021). However, in
summary, the four basic components of an en-
trepreneurial mindset show a positive impact in
the TEA rate estimated for Oman (16% in 2020).
Interestingly, a positive relationship can be seen
between EMI and TEA between 2019 and 2020.
As the EMI has improved, the early-stage en-
trepreneurship activities have increased.

Table 10-1: Entrepreneurial Mindset Index for Oman’s 18-64
year-old population (2019 & 2020)

Standard
Deviation

Year Concept Mean

2019 Entrepreneurial 3.29 0.71
Mindset Index

2020 Entrepreneurial 3.42 0.79
Mindset Index

63.60%
71.50%
76.60%

56.70%

CREATIVITY VISION

® 2019 m2020

Figure 10 -1: Prevalence of entrepreneurial mindset basic components in the Omani population
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10.3 Significant relationships
between the Entrepreneurial
Mindset Index and selected
socio-demographic variables

The average degree of entrepreneurial mindset
is measured by the composite index presented
in the previous section, and illustrates inter-
esting differences in some variables by gender,
educational level, and different types of involve-
ment of individuals in entrepreneurial activities.
Thus, the results in Table 10-2 reveal a signifi-
cant difference in the EMI index between males
and females in Oman, with higher scores among

females. Similarly, significant differences are
seen between the different levels of education.
The higher the educational level gets, the higher
the EMI becomes. For example, the EMI of grad-
uate adults is 3.51. This is an important indica-
tor for national entrepreneurial development.
Entrepreneurship education should be looked
at as fundamental in order for the economy to
flourish.

Furthermore, the results of Table 10-2
show that the EMI index is significant for some
entrepreneurial activities which are higher for
intention entrepreneurs, early-stage (TEA)
entrepreneurs, corporate entrepreneurs and
individuals acting as informal investors. This
strongly confirms the logical assumption that
the greater the entrepreneurial mindset, the

Table 10 -2: Average scores of the Entrepreneurial Mindset Index (EMI) by selected sociodemographic variables

Categories EMI Average  EMISt. Dev.  Conclusion
Earrider Men 3.36 08 The difference is
Women 35 0.79 significant (p=.000)
None 3.27 0.72
Some secondary NA NA
: The differences are
He[S[e=\leaEINI:VEINN Secondary degree 3.34 0.78 significant (p=.000)
Post-secondary 3.55 0.83
Grad. Exp. 3.51 0.78
Intention entre-  [RANEITEIYZ: 3.19 0.68 The difference is
preneurship Involved 358 084 significant (p=.000)
Early-stage Not involved 3.38 0.78 The difference is
entrepreneurship [INPNNe 363 085 significant (p=.000)
Established Not involved 3.42 0.8 The difference is not
owner-managers [N 355 084 significant (p=.284)
Corporate en- Not involved 341 0.79 The difference is
trepreneurs Involved 3.7 098 significant (p=.002)
Informal in- Not involved 3.41 0.79 The difference is
vestors Involved 36 084 significant (p=.002)



greater the likelihood of being involved in busi-
ness activities. However, the entrepreneurial
mindset index does not vary by involvement in
established businesses.

10.4 International position

Figure 10-2 below illustrates the internation-
al position of Oman in comparison to the Arab
countries and other GEM countries with regard
to the prevalence of the entrepreneurial mind-
set amongst the adult population, as indicated
by the EMI. In the creativity component, Omani
adults have shown slightly lower scores in com-
parison to others displayed by Arab countries
(Qatar, Morocco, UAE). However, in comparison
to the average GEM scores and high income
countries, the Omani population has demon-
strated higher scores in Creativity and Vision,
but slightly lower in relation to Opportunism
and Proactivity. As mentioned earlier, contexts
like Oman are expected to show lower EMI due
to generous social security systems and the
employment offered by public and private sec-
tors. These results trigger more government ef-
forts to enhance opportunity identification and
proactivity to upgrade the EMI for Omani adults.

90%

80% 81%
76%

4%

70%
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11.1 Introduction

Entrepreneurs start and run new ventures in
distinct environments containing a wide range
of local and national conditions that can facil-
itate—or hinder—these efforts. The market
failure and institutional failure have an impactin
establishing the business (for example in terms
of access to finance, bureaucratic procedures,
science parks and the support for R&D, ease of
business establishment, market dynamics, and
others). Through its annual National Expert Sur-
vey (NES), GEM assesses the average state of
the national context for entrepreneurship.

GEM requires that at least four experts
in each of the nine topic areas complete the
NES. In 2020, the second year for the Oman
GEM Report, 36 experts in Oman were care-
fully selected for the survey, based on their

i

knowledge and experience in at least one of the
framework conditions. The experts are selected
from top management positions, policymakers,
entrepreneurs, government officers, academics,
and from other services institutions that pro-
vide facilities to entrepreneurs.

Twelve entrepreneurial framework con-
ditions are evaluated using a questionnaire or-
ganized into nine blocks of items, which include:
» Entrepreneurial finance
» Government policies
» Government programs for entrepreneurs
» Entrepreneurship education and training
» R&D transfer
» Commercial and professional infrastructure
» Internal market dynamics and burdens
» Physical infrastructure and services
» Cultural and social norms

The group was asked this question:
“How do vyou perceive the current overall state




of your country’s (Oman) context for entrepre-
neurs or set of framework conditions that are
facing entrepreneurs to develop their activi-
ties?” The group awarded it an average score of
5.49 points. The highest average score this year
for all countries participating in the GEM2020
was 7.51.

As seen in the following sections, this
initial evaluation is aligned with the average
score calculated for the NECI composite index
(6.00), derived as the average of the marks ob-
tained by each of the 12 evaluated conditions,
as both figures are close.

The next sections show the results pro-
vided by experts about the Omani context in the
year 2020.

11.2 National entrepreneur-
ship framework conditions in
the Oman, 2020

Table 11-1 shows Oman’s average scores and
ranks of the 12 entrepreneurial framework con-
ditions plus the NECI composite index among
the 45 economies completing the NES in 2020.

When interpreting the average scores assigned
to the 12 framework conditions, it is essential
that the reader always keep in mind that we are
talking about their state regarding the context
in which the entrepreneurs operate, and not
regarding the general national socioeconom-
ic context. Thus, for example, when evaluating
financing for entrepreneurs, in no case is the
country’s financial system being evaluated, but
rather whether the entrepreneurs have suffi-
cientfinancing, and access to adequate channels
to obtain it. The same applies to government
policies, programs, entrepreneurial education,
and other conditions. Experts do not evaluate
the educational system of the country, nor its
results, but whether the system includes sub-
jects to educate students in terms of acquiring
enough entrepreneurial values and skills. Thus,
keeping this warning in mind, in 2020, all the
entrepreneurial framework conditions in Oman
appear to have sufficiently improved, consider-
ing the pandemic conditions at least. It is a par-
ticularly good overall result compared to the last
year, 2019. Oman has got the rank of 13 in the
National Entrepreneurship Context Index (NECI)
among 44 economies.

Comparing the average scores of Oman

Table11-1: Oman’s ranking among 44 economies in 12 national entrepreneurship framework conditions

National Report, 2020-2021

Entrepreneurial frame- 2020 rank 2020 2019 rank 2019

work conditions (44 economies) Average (54 economies) Average
score score

Entrepreneurial finance 17 4.9 34 4.32

Government policies: 10 5.2 19 L.46

support and relevance

Government policies: 18 4.3 27 4.15

taxes and bureaucracy

Government programs 17 5.1 24 L.4h

Schoal: entrepreneurship 9 L 17 3.47

education and training

Post-school: entrepreneur- 13 5.3 36 L4

ship education and training

R&D transfer 21 L4 27 4.07
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Commercial and profes- 28 4.8 37 4.56
sional infrastructure
Internal market dynamics 13 5.7 19 5.56
Internal market burdens, 12 5.1 37 4,02
or entry regulation
Physical infrastruc- 32 6.1 40 6.16
ture and services
Cultural and social norms 11 6 20 5.71
NECI composite index 2020 rank 2020

Average

score
NECI 2020 13 5.1

Source: GEM, 2020; scale O = very insufficient, 10 = very sufficient

with the average of the GCC countries in the
area as shown in Figure 11-1, the country is
aligned in terms of government program, school
entrepreneurial education, and internal market
dynamics. Oman shows a better position for the
post-school entrepreneurship education; how-
ever, for all the other conditions, it stands below
the average in entrepreneurial finance, govern-
ment palicies, R&D, commercial and physical in-
frastructure, and cultural norms.

In addition, comparing the average
scores of Oman with the average of the GEM

countries in the area as shown in Figure 11-2,
the country shows better positions for the other
conditions, standing out above the average, ex-
cept for the physical infrastructure (for instance:
roads, utilities, communications, water disposal
and affordable office spaces to rent for new and
growing firms) and commercial and professional
infrastructure (for instance: the facilities for new
and growing firms to get good subcontractors,
suppliers, and consultants, as well as access to
cloud computing and banking services) which
shows below the average.

e OMan e GCC

Cultural and social norms

Physical infrastructure and
services

Internal market burdens, or
entry regulation

Internal market dynamics

Commercial and professiona
infrastructure

Entrepreneurial finance

Government policies: support
and relevance

Government policies: taxes
and bureaucracy

Governmental programs

School: entrepreneurial
education and training

Post-school: entrepreneurial
education and training

R&D transfer

Figure 11-1: Positioning of Oman with respect to the average of GCC countries on 12 entrepreneurship framework conditions.
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s O AN e GEM

Entrepreneurial finance

Cultural and social norms

Physical Infrastructure

Internal market burdens or
entry regulation

Internal market dynamics

Commercial and professional
infrastructure

Gov. policies: support and
relevance

Gov. policies: taxes and
bureaucracy

Gov. entrepreneurship
programs

Entrepreneurship education
at school stage

ntrepreneurship education
at post school stage

R&D transfer

Figure 11-2: Positioning of Oman with respect to the average of GEM countries on 12 entrepreneurship framework conditions.

11.3 The NECI: An overall
view of conditions for entre-
preneurship

The NECI is obtained by averaging the ratings
of the NES conditions, following advice from
experts from the European Commission'’s Joint
Research Centre. Figure 11-3 shows the over-
all NECI ranking and scores (out of a possible
10) for 45 economies that completed the 2020
GEM NES. Oman ranks in the 13" position (5.1)
with a rating closer to that of the USA (5.2) and
above that of the UK (5).

According to the Global GEM Report
2020, all Oman’s framework conditions have
increased. The following analysis is adapted
from the Oman Profile in the Global GEM Report
2020 Policy roadmap 2020 Framework Condi-
tions Review (p.139):

For the condition “Access to entrepreneur-
ial finance” Oman received a 4.9 score(17th among
GEM participating economies) from its experts, just
below peer economy Qatar, which scored 5.1, and
an improvement from its 4.3 score in 2019. This is
a welcome sign, given the high entrepreneurial in-
tentions rate in the Adult Population Survey (APS),
which found that 57% of adults in Oman expect-
ed to start a business within the next three years

— which will create a strong demand for finance.
Oman also improved significantly in its gover-
nance conditions, particularly “Government policy:
support and relevance’, for which its 5.2 score, in-
creasing from 4.5 in 2019, placed it 10th among
GEM economies. These improving conditions led to
arelatively strong assessment of the government’s
response to the pandemic, which received a 5.8
score, 17th overall, and third among GEM Middle
East peer economies, behind Qatar (6.4) and Saudi
Arabia (8.4). Oman’s most dramatic improvements
came in the education-related conditions. For “En-
trepreneurial education at school” Oman’s score
increased from 3.5 in 2019 to 4.4 in 2020: ninth
among GEM economies and its highest ranking for
any condition. In “Entrepreneurial education post-
school” Oman made another strong leap, from
4.4 in 2019 to 5.3 in 2020, 13th among all GEM
economies. It is telling that Oman’s strongest score
improvements came in its government and educa-
tional conditions, with experts ranking Oman 17th
among all GEM economies for the governmental
response to the pandemic.

The government of Oman, through the
Authority of SMEs Development, has provided a
lot of efforts to support the SMEs sector during
the pandemic of COVID-19 and alleviate the im-
pact of the pandemic in the business. The gov-
ernment support for SMEs during the pandemic
included different packages, incentives, and fa-



Global Entrepreneurship Monitor (GEM), Sultanate of Oman

NECI 2020
|nd0nesia .| 64
Netherlands 6.3
Taiwan 6.1
United Arab Emirates 6.0
India 6.0

Qatar S 5 7
Saudi Arabia ———EEEEEEESSSSSSS——— 5 7
Norway T 5 7
South Korea m————————————— 5, 5

Switzerland 5.4
USA 5.2
Oman 5.1
Luxembourg 5.0

United Kingdom m———— 50
Uruguay e /|
Germany S /] O

Austria TS /] ]

Spain 4.7
Slovenia 4.6
Latvia 4.6
Colombia 4.6

Cyprus S —— /] 5

Sweden EEEEEEEESEESESSSSSS—————— 5
Chile ———— [ [

Kuwait meeeesssssssssssssssssssss—— 4 3

Kazakhstan 4.3
Greece 4.3
Egypt 43
Panama 4.2

Brazil m————————sse—— [ )

Poland mee——sssssssssssssssss————— [ )

Slovak Republic =~ =——— s s———— /]
Mexico maeeessssssssssssssss——— /] ]

Italy 4.1

Iran 4.0
Guatemala 3.9
Togolese Republic 3.8

Morocco EEEEEEEESSSSSSS————————— 3 S
Russia meassssssssssssssssssssss—— 3 Q
Croatia eSS 3 7

Puerto Rico meesssssssssssssssssss—— 3 6
Burkina Faso 3.4
Angola 3.3

0 1 2 3 4 5 6 7 8 9 10
Figure 11-3: NECI 2020 for 45 economies
cilities which focused on the following areas: » Reduction of fees

» Banking facilities and incentives (deferment = Exemption from delay penalties
of loans, interest rates, credit facilities and = Emergency financing programs

loan rescheduling) » Deferment of payment of basic service fees

» Tax facilities and exemptions (reduction of
income tax, exemption of tourism and mu-

nicipal taxes)
» Exemptions from licensing fees

» Deferment of monthly contributions in the

social insurance system

(i.e. electricity and water)

Examine and handle the conditions of af-
fected enterprises

A study to measure the impact of incentives
and exemptions in improving the status of
SMEs



The next section provides detailed in-
formation on the internal components of each
of the 12 pillars of the NECI, information that re-
veals what concrete elements can contribute to
improving the context if some attention is paid
to them.

11.4 Detailed information on
the components of the na-
tional entrepreneurial frame-
work conditions

The pillars that compose the NECI presented in
the previous section are variables that summa-
rize the scores provided by experts in the blocks
of items devoted to each topic. In this section,
detailed tables showing the average values of
the internal components of these blocks are of-
fered for the year 2020 and compared to 2019

for Oman'’s context. An analysis of the detailed
expert evaluation refines the general view and
makes it possible to detect the specific strong
and weak points of the entrepreneurial context
in every section. The average results are offered
on original Likert scales of 10 points, where 0 =
completely false and 10 = completely true.

11.4.1 Financing for entre-
preneurs

The results in Table 11-2 show that in Oman,
debt funding is perceived as the most accessible
source of finance, followed by government sub-
sidies, informal investors and equity funding.
The two first sources are, with high probability,
giving support to traditional independent entre-
preneurial activity, while the last are supporting
innovative and technological-based activities.
Similar results had been found in 2019. Still the

Table11-2: Average scores for the items evaluated by experts on the block on financing for entrepreneurs in 2020

Financing for entrepreneurs

2020 Average 2019 Average
score over score over
10 points 10 points

Equity funding (understood as individuals’ own finanial resources)

available for new and growing firms

Debt funding (understood as bank loans and similar) available for

new and growing firms

Government subsidies available for new and growing firms

5.17 5.06
6.2 55
5.86 5.31

National Report, 2020-2021

Funding available from informal investors (family, friends and col-

leagues) who are private individuals (other than founders) for new 5.42 L.47
and growing firms
Professional Business Angels funding available for new and L 336
growing firms ' '
Venture capitalist funding available for new and growing firms 4.51 419
Funding available through initial public offerings (IPOs) for new

L 4.06 3.58
and growing firms
Private lenders’ funding (crowdfunding) available for new and 356 308

growing firms
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innovative financing sources are not represent-
ed as a high share in the financing sources. For
instance, crowdfunding, initial public offering,
and professional business angels are not suffi-
ciently available for entrepreneurs. The results
are evidence that Oman is still using traditional
financing methods. In general, there is an im-
provement in types of financing sources avail-
able for entrepreneurs according to the experts’
view between 2019 and 2020.

11.4.2 Government policies

Omani experts point out that support for new
and growing firms is a high priority at the na-
tional and local levels and their responses are
perceived as of moderate level on average, as
shown in Table 11-3. The average scores for
most indicators are improved in 2020 in com-
parison to 2019, except the score for "new
firms can get most of the required permits and
licenses in about a week” which is reducing.
However, there are still three factors with fa-
vorable scores: the amount of tax is not a bur-

Table11-3: Average scores for the items evaluated by experts on the block on government policies in 2020

Government policies

Government policies (e.g., public procurement, legislation, regula-

Global Entrepreneurship Monitor (GEM), Sultanate of Oman

den for new and growing firms, taxes and other
government regulations are applied to new and
growing firms in a predictable and consistent
way, and coping with government bureaucracy,
regulations, and licensing requirements is not
unduly difficult for new and growing firms.

11.4.3 Government programs

The Omani experts recognize that there is an
adequate number of government programs for
new and growing businesses. They consider
that science parks and business incubators are
providing effective support for new and grow-
ing firms, as noted in Table 11-4, which is the
same result as in 2019. At positive levels, ex-
perts consider that governmental programs are
effective in supporting new and growing firms
and there is an adequate number of govern-
ment programs for new and growing business-
es. Although there is a wide range of govern-
ment support, experts are concerned that there
are still entrepreneurs who can't find the neces-
sary support from a government program for a
new or growing business

2020 Average 2019 Average
score over score over
10 points 10 points

tion, licensing, taxation) consistently favor new firms. .78 3.39
The support for new and growing firms is a high priority for policy 543 4,89
at the national government level ' '
The support for new and growing firms is a high priority for policy 534 508
at the local government level ' '
New firms can get most of the required permits and licenses in
about a week. 288 289
The amount of taxes is NOT a burden for new and growing firms. 5.21 494
Taxes and other government regulations are applied to new and

L . . . 4.97 4.69
growing firms in a predictable and consistent way.
Coping with government bureaucracy, regulations, and licensing 409 L

requirements is not unduly difficult for new and growing firms.
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Table11-4: Average scores for the items evaluated by experts on the block on government programs in 2020

Government programs

A wide range of government assistance for new and growing

2020 Average 2019 Average
score over score over
10 points 10 points

firms can be obtained through contact with a single agency.

Science parks and business incubators provide effective support

for new and growing firms.

There are an adequate number of government programs for new

and growing businesses.

The people working for government agencies are competent and

effective in supporting new and growing firms.

Almost anyone who needs help from a government program for a
new or growing business can find what they need.

Government programs aimed at supporting new and growing 531

firms are effective.

11.4.4 Entrepreneurship edu-
cation and training

Traditionally, the entrepreneurship education
and training block is the one that experts per-
ceive as the worst within the context. All pro-
posed items are scored as more false than true.
Thus, experts agree that teaching in primary
and secondary education is not providing ade-
quate instruction in market economic principles
and is not encouraging creativity, self-sufficien-
cy and personal initiative, as illustrated in Table
11-5. Experts also consider that school edu-
cation is not providing adequate instruction to
entrepreneurship and new firm creation. Items
related to post-school entrepreneurship educa-
tion are somewhat better scored by experts but
none of them is considered as more true than
false. Business and management education are
considered closer than vocational and university
education to providing an adequate preparation
for starting up and growing new firms, but there
is still a long way to go until experts perceive
this training as generally implemented across
the post-school educational system.
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4,53 3.28
5.58 4.92
531 5

4,58 4.33
4,53 4.28

4.75

11.4.5 R&D transfer

Between 2019 and 2020 there were no suf-
ficient improvements in the R&D transfer in
Oman per the experts views. According to ex-
perts, the R&D transfer block is one that needs
attention as a contributing element to pro-
moting entrepreneurship. At this time, experts
perceive the transfer of knowledge from uni-
versities and research centres to companies as
insufficient, as well as the access of the busi-
ness sector to research in general, as shown in
Table 11-6. Instead, they perceive that firms are
closer to being able to afford the latest technol-
ogy. Finally, there is some progress in the con-
sideration that the science and technology base
efficiently support the creation of world-class
new technology-based ventures in at least one
area, and that there is some support available
for engineers and scientists to have their ideas
commercialized through new firms.
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Table 11-5 : Average scores for the items evaluated by experts on the block on entrepreneurship education and training in 2020

Entrepreneurial education and training

Teaching in primary and secondary education encourages creativ-
ity, self-sufficiency, and personal initiative

Teaching in primary and secondary education provides adequate
instruction in market economic principles

Teaching in primary and secondary education provides adequate
attention to entrepreneurship and new firm creation.

Colleges and universities provide good and adequate preparation
for starting up and growing new firms

The guality and amount of practical business and management
education provide adequate preparation for starting up and
growing a new business

The vocational, professional, and continuing education systems
provide good and adequate preparation for starting up and grow-
ing new firms

2020 Average 2019 Average

score over
10 points

4.46

4.24

4.56

5.39

5.32

5.23

Table 11-6: Average scores for the items evaluated by experts on the block on R&D transfer in 2019

R&D transfer

2020 Average

Score over

score ove
10 points

3.94

3.19

3.28

4,22

4.32

4.67

r

2019 Average
score over

New technology, science, and other knowledge are efficiently
transferred from universities and public research centres to new
and growing firms.

New and growing firms have just as much access to new research
and technology as large, established firms.

New and growing firms can afford the latest technology.

There are adequate government subsidies for new and growing
firms to acquire new technology.

The science and technology base efficiently support the creation
of world-class new technology-based ventures in at least one
area.

There is good support available for engineers and scientists to
have their ideas commercialized through new and growing firms.

10 points

4.23

414

4.32

4.45

4,84

4.44

10 points

3.78

3.92

4.67

4,11

419

3.78
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11.4.6 Commercial and pro-
fessional infrastructure

About commercial and professional infrastruc-
ture, experts, on average, think that the offer
of consultants, managers and similar services
is somewhat insufficient and expensive, ex-
cept for banking services which has a sufficient
score, as presented in Table 11-7. The data on
entrepreneurial and consolidated activity ob-
tained on this sector describe it as close to the
previous years, which needs more focus from
the government to meet this sector in better
conditions.

11.4.7 Internal market dy-
namics, regulations and bur-
dens

As shown in Table 11-8, experts perceive the
dynamics of the domestic market in Oman
as sufficient when describing it as continu-
ously changing in the field of goods and ser-
vices transactions for both consumers and
companies. E-business has grown during the

COVID-19 period, specifically during the lock-
down periods. As in the previous vear, there is
a barrier to enter markets by new and growing
firms as experts caution. On the other hand, in
the area of barriers, although they admit that
entrepreneurs have sufficient market access,
they also warn that they have to face a certain
degree of blockage by companies consolidated
in the market and that the antitrust legislation
could be better enforced.

11.4.8 Physical infrastructure

The physical infrastructure average score in
Oman has been reduced in 2020 in comparison
to 2019. Although it is not improved in 2020,
the evaluation of the physical infrastructure re-
garding its support for the activity of new and
growing companies is sufficient. The strongest
points refer to the facilities for obtaining basic
electricity, water, gas and similar services, as
well as communications and the Internet. The
weakest aspect is the expensive costs of com-
munication services and getting access to the
various communication services, as noted in
Table 11-9.

Table 11-7 : Average scores for the items evaluated by experts on the block on commercial and professional infrastructure in 2020

Commercial and services infrastructure

There are enough subcontractors, suppliers, and consultants to

support new and growing firms.

New and growing firms can afford the cost of using subcontrac-

tors, suppliers, and consultants.

It is easy for new and growing firms to get good subcontractors,

suppliers, and consultants.

It is easy for new and growing firms to get good, professional le-

gal and accounting services.

2020 Average 2019 Average

score over
10 points

score over
10 points

It is easy for new and growing firms to get good banking services

(checking accounts, foreign exchange transactions, letters of 5.83

credit, and the like).
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4.97 4.94

5.67



Global Entrepreneurship Monitor (GEM), Sultanate of Oman

Table 11-8: Average scores for the items evaluated by experts on the block on internal market dynamics, regulations and burdens

in 2020

Market openness

2020 Average 2019 Average
score over

SCcore over

The markets for consumer goods and services change dramati-
cally from year to year

The markets for business-to-business goods and services change
dramatically from vear to year

New and growing firms can easily enter new markets

New and growing firms can afford the cost of market entry

New and growing firms can enter markets without being unfairly
blocked by established firms

The anti-trust legislation is effective and well enforced

10 points
5.69
5.63

4.94

4.77
4.75

511

10 points

5.75

5.36

4.56

4.06

3.54

3.59

Table11-9: Average scores for the items evaluated by experts on the block on physical infrastructure in 2020

Physical infrastructure

The physical infrastructure (roads, utilities, communications, wa-
ter disposal) provides good support for new and growing firms

It is not too expensive for a new or growing firm to get good ac-
cess to communications (phone, Internet, etc.)

A new or growing firm can get good access to communications
(telephone, internet, etc.) in about a week

New and growing firms can afford the cost of basic utilities (gas,
water, electricity, sewer)

New or growing firms can get good access to utilities (gas, water,
electricity, sewer) in about a month

There are plenty of affordable office spaces to rent for new and
growing firms

There are plenty of affordable production spaces to rent for new
and growing firms

2020 Average 2019 Average

score over
10 points

6.84

5.44

5.65

5.78

6.31

6.44

5.73

score ove
10 points

7.11

55

6.14

6.19

NA

NA

r
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Table11-10: Average scores for the items evaluated by experts on the block on cultural and social norms in 2020

Cultural and social norms

2020 Average 2019 Average

Score over Score over

The national culture is highly supportive of individual success

10 points 10 points

achieved through own personal efforts 6.38 6.14
The national culture emphasizes self-sufficiency, autonomy, and 6.41 6
personal initiative '

The national culture encourages entrepreneurial risk-taking 5.24 4.69
The national culture encourages creativity and innovativeness 6 5.67
The national culture emphasizes the responsibility that the indi-

vidual (rather than the collective) has in managing his or her own 5.71 6.08

life

11.4.9 Cultural and social
norms

As shown in Table 11-10, this block about so-
cial and cultural norms is the second best rat-
ed by experts, a result that is in line with those
obtained about the high prevalence of entrepre-
neurial values in the population. Thus, experts
strongly claim that the national culture highly
emphasizes self-sufficiency, autonomy, and
personal initiative, and it is also highly support-
ive of individual success achieved through per-
sonal efforts. They are positive about the pro-
motion of entrepreneurial risk-taking, creativity
and innovativeness, and managing one's own

life

11.5 Experts’' recommenda-
tions to improve the national
entrepreneurial framework for
the year 2019

As a complement, the expert questionnaire
contains an open-ended questions section that
provides information on the main constraints,
supports and recommendations to improve the
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national entrepreneurial framework.

An analysis of the distribution of topics
cited by experts in the open section (see Table
11-11) reveals that the five top topics cited as
constraints faced by entrepreneurs in the na-
tional context are related to
Government policies,

Access to finance,

Cultural and social norms,

Government support programs, and

Entrepreneurial education and training.
Other experts claim that capacity for

entrepreneurship and the support for R&D

transfer can also be considered as constraints

for the development of the entrepreneurship

sector in Oman.

The following points summarize the
main areas that are constraining entrepreneur-
ial activity in Oman according to the experts’
views:

» Complex government procedures

» Legislations & Governance

= School and post-school entrepreneurship
education and training programs

» Lack of development for government en-
trepreneurial programs

» Marketing challenges

» Intensive competition from well-estab-
lished firms

» Lack of new funding sources and difficulties

ureE wWwN =



to get access to financial sources

» lLack of support for creative ideas

» No portals to connect buyers and sellers lo-
cally

» The weakness of internet services

In terms of support, the top five topics for 2020

that can enhance the entrepreneurial activities

in Oman, as shown in Table 11-11, are;

= Financing support,

» Government programs,

» Entrepreneurship education and training,

» Government policies, and

» Cultural and social norms along with the ca-
pacity for entrepreneurship.

Experts have addressed several actions to sup-

port entrepreneurship in the context of Oman

in terms of:

» Providing more facilities for entrepreneurs
from the public and private sectors

» Completion of procedures for starting the
business in one office or one-stop-station

Global Entrepreneurship Monitor (GEM), Sultanate of Oman

» Introducing entrepreneurship curriculum in
schools

» Providing cultural and social support

» Enhancement using advanced technology,
and improving creativity and innovation in
the products and services provided

» Establishing the incubation program and
centres, and prototyping centres

» Providing more start up financing and facil-
itating access to capital

» Creating a National Tendering System for
SMEs

» Simplifying procedures in governmental of-
fices and improving the policy system

» Encouraging home business and side busi-
ness types

Several experts show through their comments

that government programs and Vision 2040

plans are highly appreciated, as well as the

role of entrepreneurship as an economic tool

that can support the Sultanate in the econom-

Table 11 -11: Main topics cited by experts as constraints, supports and recommendations related to the average state of the na-

tional context for entrepreneurs in Oman in 2020

Constraint (%)

Support (%) Recommendation (%)

Financial support 43.3
Government policies 90
Government programs 16.7
Entrepreneurial education and training 16.7
R&D transfer 10
Commercial Infrastructure 10
Internal Market Openness 20
Physical Infrastructure Access 3.3
Cultural & Social Norms 26.7
Capacity for Entrepreneurship 20
Economic climate 0
Work Force Features 6.7
Perceived Population Composition 6.7

Political, Institutional and Social Context 0

Economic Crisis 6.7

42.9 48.3
35.7 79.3
39.3 44.8
393 37.9
10.7 13.8
17.9 13.8
10.7 10.3
14.3 6.9
25 10.3
7.7 3.4
0 0
7.1 0

0 0
10.7 0
3.6 0




Corruption 0

Different performing of small, medium and

large companies 0
Internationalization 3.3
Labor costs, access and regulation 0
Information 33

ic diversification strategic plan. Experts rec-
ommend centralizing and developing the en-
trepreneurship sector in Oman, and increasing
the number of incubators and accelerators and

other elements that dynamize entrepreneur-
ship. Others highlight the high-quality venture
capital availability for some types of business,
the large market with good purchasing power,
the society’s support and many more. That is
why, finally, it makes a lot of sense that the top
five topics cited in their recommendations are:

0 0
0 0
7.1 10.3
0 0
0 0

Continue developing financing support,
Improve the regulation on the government
process and government policies for entre-
preneurs,

Increase actions to implement entrepre-
neurial education,

Reinforce the commercial infrastructure,
and

Continue investing in efficient government
programs.
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12.1 Introduction

Oman has successfully transformed its eco-
nomic and societal smoothly into an entrepre-
neurial culture that creates more job opportuni-
ties for its citizens. However, the transition has
yet to create a realization among Omani citizens
who depend on the government to create jobs
for them. This trend will continue in the years
to come because of the adverse impacts of the
COVID-19 pandemic on the country's economy.
The authors' recommendation for policy and
practice are discussed next.

12.2 High-growth entrepre-
neurs

Balancing strong recovery from the pandemic,
the government should provide special policies
to support and grow new businesses. Moreover,
Omanis have high-level visionary mindset and
are very motivated and determined to bring
change to the country. They are able to gener-
ate novel ideas and produce innovative solu-
tions to real life problems. Despite challenges of
varying natures and degrees they encountered,
it is clear that they also present opportunities,
especially for innovative and dynamic entrepre-
neurs in the country. The government has to
focus on high-growth entrepreneurs in order to
build a generation of robust, and engaged en-
trepreneurs.




12.3 Oman Ecosystem-ap-
proach

Protective and supportive environment clusters
or business hubs and innovative hubs should be
created to assist business startups. The various
stakeholders need to join forces in these clus-
ters or business hubs that include entrepre-
neurs, as well as commercial and professional
support infrastructures.

Developing the different levels of the
mentorship programs and improving mentor-
ship outcomes have become necessary to build
young Omanis' confidence in their identity and
commitment to their social values. This is at-
tainable through increasing the quality of men-
tors, entrepreneurial trainers and consultants.
Thus, several initiatives should be fostered
to enhance the entrepreneurial ecosystem
in Oman in order to have more high ambition
start-ups and growing SMEs.

12.4 Innovation-based busi-
ness and gazelles

Formulating and implementing policies that
encourage innovation and entrepreneurship at
the firm, regional, and national levels have be-
come the Sultanate of Oman Vision 2040's na-
tional priorities. It is important to create more
awareness of the role of innovations and entre-
preneurship in the country's economic devel-
opment. Introducing innovation policy orient-
ed at generating innovations rather than their
cissemination, together with sufficient devel-
oprnent of educational programs which shape
innovative attitudes are thus necessary. More-
over, relevant practical trainings for aspiring
entrepreneurs are needed in new product and
process innovation (new technology develop-
ment) in line with the industrial and economic
developments that are occurring in the country.
Government should thus provide funding chan-
nels and innovative funding for business devel-
opment services. This is important because in-
novative activity is the accelerator of economy
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as well as something that changes the thinking
and the culture of enterprises toward sustain-
able growth.

12.5 Women entrepreneur-
ship

Encouraging entrepreneurship embracing tech-
nology, knowledge, and innovation has always
been Omani future economy. However, there is
a gender gap in the entrepreneurial ecosystem
in Oman, that is, there are less women entre-
preneurs in this sector and it is quite obvious
that women entrepreneurial projects are less
supported. The added value to an entrepre-
neurial ecosystem of women entrepreneurs
could support women entrepreneurs, especially
women who are motivated to make a difference
in the world.

12.6 Fear of failure and resil-
lence

Corporations, investors, and government should
be disruptive and should adopt a new approach
to investing and funding new businesses in or-
der to spur entrepreneurial activity. They need
to support entrepreneurs and encourage them
to keep trying, even if they fail the first time. The
Oman ecosystem should accept the fact that
there may be a high chance of a first venture
failure. They also need to recognize that failure
is necessary in the entrepreneurial journey.

12.7 Informal investment,
equity funding and business
angels

The informal investment is an important fac-
tor in financing entrepreneurial ecosystem in
Oman. Insufficient crowdfunding, equity fund-
ing and business angels for entrepreneurs to
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focus their investment at the growing stage
of their companies represent some challeng-
es faced by entrepreneurs in the country, The
Omani government needs to recognize and
outcome these challenges in order to allow as
well as to enhance their internationalization to
create a greater impact for the local economy
and society.

12.8 Entrepreneurship edu-
cation

Finally, many people who choose starting a new
business is considered as the most desirable
career choice in Oman. Thus, it is important for
government to increase investment in training
programs in entrepreneurship outside the tra-
ditional higher education institutions. That is,
practical and interactive business and entre-
preneurship training programs are an important

factor in encouraging effective entrepreneur-
ship. Programs must be regularly evaluated
and continually improved to take into account
changes in the national conditions and research
findings.

Introducing education in entrepreneur-
ship at the secondary schoal level that equips
learners with key business skills is something
that is important and necessary for the country.
Furthermore, it is important that the teachers
in these courses are well trained. The schools
need to actively promote entrepreneurship as a
career path, by inviting successful young entre-
preneurs to participate in the educational pro-
gram.

The government should also provide
funding to higher education institutions, both
public and private, to enable them to estab-
lish an incubator in their premise for incubating
new ventures and startups and have access to
growth-related resources they require, all under
one roof.
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