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PARTNERS

The Wamda Research Lab is Wamda’s research program that produces studies on entrepreneurship in
the Middle East and North Africa (MENA) and seeks to foster thought leadership in this field. Its agenda
is to inform investors, policymakers, and other stakeholders on barriers to and solutions for developing

entrepreneurship in MENA.

Endeavor Insight is Endeavor’s research arm and studies high-impact entrepreneurs and their
contribution to job creation and economic growth. Along with the Kauffman Foundation and the
World Bank, Endeavor Insight is a founding member of the Global Entrepreneurship Research
Network (GERN). Its research educates policy makers and practitioners and helps them to accelerate
entrepreneurs’ success and the development of entrepreneurship ecosystems around the world.

International Finance Corporation (IFC) is a member of the World Bank Group and is the largest global
development institution focused exclusively on the private sector. Working with private enterprises in about
100 countries, the IFC uses its capital, expertise, and influence to help eliminate extreme poverty and boost
shared prosperity. In FY14, the IFC provided more than $22 billion in financing to improve lives in developing
countries and tackle the most urgent challenges of development.

Beirut Digital District (BDD) is a hub for the digital and creative industries in Lebanon. BDD provides a state
of the art business environment, value-added services and infrastructure so that companies can increase
their productivity and grow. BDD also offers a healthy living environment where this young and dynamic
workforce can work and live with their families.
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METHODOLOGY

Our research is based on a survey data set of 494 entrepreneurs based in Egypt, Jordan, the UAE and
Lebanon, with a country breakdown as follows: Egypt (120), Jordan (136), Lebanon (117), UAE (121).
The survey questions focused on various challenges that companies face as they try to scale and also
asked entrepreneurs to indicate company-level information such as the age, size, number of founders,
industry and background of founders of each company. This study focuses on entrepreneurs in these
countries who are working to scale their companies. Although there is no official figure for the number
of entrepreneurs in the region who are looking to scale, we assume that, based upon global figures,
entrepreneurs with the opportunity/resources to scale are rare in MENA."

We built our sample by mapping the institutions that support entrepreneurs in MENA and by using
Wamda’s media arm and social media communities. This sampling method introduces certain constraints
to our data set, thus we do not claim that our findings are representative of all entrepreneurs in MENA.
Additionally, over 50% of surveyed companies in this report are working in tech industries with many others
working on tech-based products and services. This characteristic can help policymakers and ecosystem
stakeholders to understand how the trends and challenges in this report affect tech startups specifically in
MENA. All respondents completed a self-administered online questionnaire, which was circulated from
February 24, 2013 through May 30, 2013.

Additional data on business reforms in MENA is taken from the World Bank’s Doing Business Reports from
2008 - 2014. We cite these reforms to indicate when new policy decisions were made, though we do not
indicate if and how effectively the reforms have been implemented.

Throughout the report we refer to the concept of an entrepreneurship ecosystem. There is no universally
agreed on definition of what an entrepreneurship ecosystem includes, but for purposes of this report
when discussing ecosystems we focus on institutions that are mandated to support entrepreneurs

or have a program within their operations that is mandated to support entrepreneurs, primarily those
entrepreneurs with an ambition to grow their companies either locally, regionally or globally. This definition
includes publicly and privately funded organizations though within this report we exclude micro-finance
organizations and social protection programs providing support to firms. Lastly, several of the institutions
identified in each country’s ecosystem are no longer active but have been kept in the timelines to reflect
when certain developments in the ecosystem occurred.

The mapping on page 8-13 does not reflect all of the institutions supporting entrepreneurs in each country,
though the majority of the primary players in each ecosystem are represented. To categorize different
ecosystem players we use a set of terms that reflects various inputs to supporting entrepreneurs —i.e.
funding source, support organization and incubator/accelerator. Each category is comprised of a variety
of models and methods, though for purposes of this report, our aim is to only reflect the general types

of support each institution provides. Lastly, investment numbers on pg.17 are taken from WRL’s report
Enhancing Access: Assessing the Funding Landscape for MENA's Startups.

1. See: Hurst and Pugsley, What do small businesses do?, Brookings Institution, 2011; and Erkko Autio, Global Entrepreneurship Monitor, Global Report on High-Growth Entrepreneurship, 2007
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EXECUTIVE SUMMARY

To date the Middle East and North Africa’s (MENA) entrepreneurship ecosystem has grown
substantially, particularly in Egypt, Lebanon, Jordan and the United Arab Emirates (UAE). These
four countries have been home to the lion’s share of entrepreneurship development in MENA

in terms of new funds, incubators and other institutions supporting entrepreneurs. Gradually,
best practices in supporting entrepreneurs are developing in each country, yet many challenges
remain. This report looks at some of the main trends in ecosystem development in each country

while also highlighting some of the most prominent obstacles needing to be solved.

ENTREPRENEUR-
SHIP ECOSYSTEM
GROWTH

ENTREPRENEURS’
PROFILE

ACCESS TO
RESOURCES

PATHWAYS
TO SCALE

CHALLENGES
TO SCALE

Many new players and investments

New incubators, funds and accelerator programs have been created
and investments in entrepreneurial ventures have increased notably
in MENA. In fact, over 80% of new ecosystem institutions created

since 2010 have been launched by local MENA stakeholders. Most,

60%, of these new institutions have been created in Jordan, Egypt,

Lebanon and the United Arab Emirates.

Predominantly male, educated
and with experience abroad

Over 70% of founders were male and of the entrepreneurs surveyed,
most had at least a university level education. Additionally, the
majority of surveyed entrepreneurs had worked or studied abroad.

Resources from family and friends, minimal commercial
bank involvement and mentorship gaps

Forty-three percent of surveyed entrepreneurs received resources
from family and friends. Most notably, 50% of Jordan’s entrepreneurs
relied on resources from family and friends, the highest of any country
surveyed. While commercial bank funding is most common in
Lebanon and the UAE (22% and 17% respectively), these countries
also have the smallest percentage of VC and angel-backed companies
(Lebanon: 11%, UAE: 23%). Large mentorship gaps were observed
across all four countries, with as many as 50% of entrepreneurs in
some countries working without mentors.

Entrepreneurs plan to expand their presence in the Gulf

Companies in the Levant that plan to scale across borders intend to
open offices in the Gulf. Even companies with operations in the Gulf
want to expand their presence in this part of the region.

Challenges limit the ability to scale

While the ecosystem has grown in recent years, there are underlying
challenges across four main areas that affect enterprise scaling:
generating revenues, obtaining investment, acquiring the right
talent and expanding across borders efficiently. These challenges
were commonly cited by entrepreneurs across all countries surveyed.

60%

of new ecosystem
institutions created

in MENA” in the past
5 years have been

in Jordan, Egypt,
Lebanon and the UAE

82%

of all founders in
Egypt were male

50%

of entrepreneurs

in Jordan received
resources from family
and friends

(o)
507
of entrepreneurs

in Lebanon did
not have a mentor

38%

of Jordanian comp-
anies want to expand
presence in Saudi
Arabia in the near future

68%

of UAE companies
said finding talent
was a challenge

Wamda Research Lab — Country Insights: Exploring Trends And Challenges To Scale For Startups In Egypt, Jordan, Lebanon And The UAE



INTRODUCTION

Over the past two years the Wamda Research Lab has mapped the organizations supporting fast growing
and growth-driven entrepreneurs in the Middle East and North Africa (MENA). The findings from our
research suggest that more and more players are realizing the economic and social returns that supporting
entrepreneurship can have on cities, countries and the region itself. Here are some important insights:

. Locally generated institutions: Over 80% of institutions in the WRL mapping created since 2008
have been started by MENA’s local stakeholders while the rest come from international organizations
opening regional offices.

. New organizational models: By 2013, new organizational models for supporting entrepreneurs had
come to fruition, which were virtually nonexistent several years prior. Accelerators, crowd-funders and
media outlets focusing on entrepreneurship were either absent or nascent in 2008.

. More available funding: The number of funding sources has grown considerably. The bulk of
this growth is comprised of early-stage investment institutions including venture capital funds and
angel investment networks, while other new institutions offer loan and grant programs. Incubators
and accelerators have also grown in number, providing entrepreneurs and their companies with
mentorship, as well as technical and financial support.

Additionally, institutions in Egypt, Jordan, Lebanon and the United Arab Emirates (UAE) made up
roughly 60% of the organizations included in the mapping. Each of these four countries has become a
key player in shaping MENA’s entrepreneurship ecosystem in recent years as their respective ecosystems
have taken root and begun to grow.

However, the process of creating healthy entrepreneurship ecosystems for startup-company creation

and scaling across these four countries is laden with barriers. In particular, although these countries have
taken steps to support entrepreneurs and their companies, helping startups to become scaleups, which
are key drivers of job growth in MENA, is a lingering challenge.” For instance, the majority of surveyed
companies have indicated plans to expand their operations beyond their home countries. Yet, key factors
to scale such as building teams, obtaining investment, moving across borders and revenue generation are
notable trials facing these companies.

To better understand how ecosystems in these four countries have developed and how entrepreneurs
can move beyond the startup stage and into scaling their companies, this report focuses on a sample of
494 companies surveyed across these four countries. It examines key developments in each country’s
ecosystem, funding patterns for entrepreneurial ventures in recent years, the types of entrepreneurs trying
to scale their businesses in each country and the pathways and challenges they face in achieving their
goals for growth.

2.Kong, Edward and Morris, Rhett. The Critical 9 Percent, Why Scaleup Companies are Vital for Job Creation in Jordan. Endeavor Insight, 2015 ‘ P 6
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3.Institutions listed in the ecosystem mappings within the four countries were identified through desk research and interviews with stakeholders in the entrepreneurship ecosystem in each
country. The mappings do not reflect all institutions supporting entrepreneurs in each country, though the majority of the primary players in each ecosystem are present. Additionally, several of
the institutions identified in each country’s ecosystem are no longer active and have been kept in the timelines to reflect when certain developments in the ecosystem occurred.




ECOSYSTEM DEVELOPMENTS IN JORDAN =

Though Jordan is home to some of the earliest notable ecosystem developments in MENA,

-
i s

in recent years it has not been as active in creating new entities compared to the other 3

countries. This mapping highlights some of Jordan’s main organizations supporting growth-

focused entrepreneurs in the country.

Domain legend

@ Support organization |E| Business reform

F, Corporate program 111 Government program

[#2) Co-working space Event

1988 &) Jordan Technology Group

& Funding source
<<t University program

:[J: Technology park

I

1 998 @ Young Entrepreneurs Association
1999 @ INJAZ
¥
2003 @) iPARK
20:04 @ Queen Rania Center for Entrepreneurship
2005 & Accelerator Technology Holdings
20:06 & catalyst Private Equity
It Jordan Enterprise Development Corporation
2007 3l Orange Jordan
. Reduced the number of procedures
2
0208 El needed to start a business
@ Business Development Center
@ Endeavor Jordan
: Reduced minimum capital requirement
2009
0;0 El for starting a business by +96%
(=1
5 Bedaya Angel Network
20}1 0 El Created a single reception service for
. company registration
E| Reduced the property transfer fees
5 El Extended the services of the one-stop shop in Greater
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: improved caseload distribution for the lower court
|§| Introduced an online filing and payment system
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: allowed online submission of customs declarations
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01 | 2010
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2015

2014
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2011

Total institutions identified
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Discover Digital Arabia
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Made it possible to file income and
sales tax returns electronically

Created a regulatory framework for
a private credit bureau
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@ Trip to Innovation

Amman Tech Tuesdays

Reduced the minimum capital requirement from
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ECOSYSTEM DEVELOPMENTS IN EGYPT

With the largest population between the four countries, Egypt is home to
the largest number of ecosystem institutions and also passed the highest

number of business reforms. This mapping highlights some of Egypt’s main
organizations supporting growth-focused entrepreneurs in the country.

Domain legend
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Rasheed 22
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ECOSYSTEM DEVELOPMENTS IN LEBANON —&. o =
Despite having the smallest pop.ulatlorll of the four countries, Lebgnon has Total institutions identified
arguably the most active collection of investment funds and funding sources
for entrepreneurs in MENA. This mapping highlights some of Lebanon’s main

organizations supporting growth-focused entrepreneurs in the country. ﬁ 20M /13

. Most active year
Domain legend

@ Support organization |E| Business reform é Funding source @ Incubator/Accelerator 3 7
&, Corporate program il Government program < University program 5% Angel network Number of reforms
[#2) Co-working space Event &% Business cluster (®) Media

’ E| Introduced new requirements for
2001 @) Berytech : approval of related-party transactions
: @ INJAZ Lebanon @ UK Lebanon Tech Hub
l l @ USAID/Berytech Funding Program
2004 , Touch & Mobile Internet Hub
2005 @ BADER Young Entrepreneurs Program 2015 @ Flat6LabsBeirut
© lima3 2014 @) Speed Lebanon
2006 () BIAT Center (Business Incubation Association of Tripoli) O Leap Ventures
l’ E| Central Bank of Lebanon implements Basic Circular 331 policy
SV
2008 & Berytech Fund @ Lebanon For Entrepreneurs
20b9 |§| Streamlined the business registration process @ Tripoli Entrepreneurs Club
. o .
: =2 Lebanese Business Angels & Saned Partners
& Middle East Venture Partners (MEVP) 2013 [25} Coworking +961
: i
. Eliminated the requirement to have . . - _—
- Beirut Digital District
20:1 0 E company books stamped @ 9
E Eliminated the requirement to obtain @ Entrepreneurs Levant
permission to use
@ cisco/Amideast Entrepreneurship Institute (®) Entrepreneurs Lebanon
2011 E| Increased the cost of starting a business @ Beirut Creative Cluster
: El Beggn allowing panks online access to the 2051 PR Samih Darwazah Center for Innovation
public credit registry’s reports : Management and Entrepreneurship at AUB
<t BAU Entrepreneurship Center E| Reduged the applicatiorj fees and sgcurity
deposit for a new electricity connection
v: @ Endeavor Lebanon o I?__?; Alt City
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ECOSYSTEM DEVELOPMENTS IN THE UAE :

The UAE’s ecosystem is home to the highest number of corporation
and government-backed initiatives and programs for entrepreneurs
in the four countries. This mapping highlights some of the UAE’s main

organizations supporting growth-focused entrepreneurs in the country.

Domain legend

@ Support organization |E| Business reform o) Funding source

., Corporate program 111 Government program <<t University program

lﬁ__%; Co-working space Event EijETechnology park

‘J: Dubai Internet City
Shell-Intilaaqah
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]
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e ©
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Jabbar Internet Group 2013
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certificates and building permits
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and simplified documentation requirements for registration
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[ & [ [ o oM@ & p 0 o B

Honey Bee Tech Ventures

Created a legal framework for the operation :
of the private credit bureau A

Streamlined document preparation and reduced
the time to trade with the launch of a new customs system
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ASSESSING ECOSYSTEM DEVELOPMENTS

The WRL identified over 120 institutions supporting entrepreneurs and nearly 50 business
reforms that have been created in the past 4-5 years in Jordan, Egypt, Lebanon and the UAE.
These numbers are not inclusive of every new effort or entity that has been created to foster
entrepreneurship in the four countries, yet they do reflect where and when the ecosystems’
most notable growth has taken place.

While assessing the volume of ecosystem growth it is important to note that because the
majority of the reforms and institutions are relatively new, it is difficult to gauge the full impact
that these developments have had to date. Nevertheless, the creation of so many new
institutions is an indication of growing energy and focus on supporting entrepreneurship in
these countries. The most prominent developments have been in the creation of new funds
and incubation/acceleration facilities, while corporate programs, media initiatives and formal
university programs had minimal representation in the ecosystem.

Lastly, though the full effect — positive or negative — of the business reforms has yet to

be realized, it is important to note that many of these reforms are not targeted towards
facilitating the scaling process. Many of the adjustments noted in the mapping are focused
on enterprises’ early-stages — primarily facilitating the starting process.*

Consequently, these profiles, while necessary to supporting the firm creation process, will
not necessarily facilitate or enable the scaling process, a critical phase to ensuring that
entrepreneurs have an impact on the countries in which they operate.

4. For more information on programs and policies to support enterprise scaling in entrepreneurship ecosystem please see: Morris and Penido, How did Silicon Valley Become Silicon Valley?
Three Surprising Lessons for Other Cities and Regions, Endeavor Insight, 2014 and Goodwin, Michael, The Power of Entrepreneur Networks, How New York City Became the Role Model for
Other Urban Tech Hubs, Endeavor Insight, 2014. + P 12
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Figure 1
ENTREPRENEUR PROFILES
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Across the four countries, entrepreneurs and companies surveyed shared a set of similar characteristics. In each
country, the majority of surveyed companies had over 70% males on their founding teams. The highest male
representation in founding teams was present in Egypt with 82% of founders being male. Additionally, there were
very few entrepreneurs surveyed who did not have at least a university level education. In both the UAE and
Lebanon, nearly half of the entrepreneurs had a masters degree. Similarly, the majority of entrepreneurs in all four
countries had spent time either working or studying abroad. This was highest in the UAE, where 90% had some
form of academic or productive experience abroad. Lastly, the majority of entrepreneurs worked with at least one
other co-founder. Two co-founders was the most common scenario in all countries except the UAE where 40% of
companies were started by just one entrepreneur.
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ACCESS TO RESOURCES

Nearly all surveyed entrepreneurs relied on personal savings to at
least partially fund their companies. Family and friends also played
arole in supporting these entrepreneurs, particularly in Jordan.

Figure 2:
SOURCES OF SUPPORT IN UAE, LEBANON, EGYPT AND JORDAN

® UAE © Lebanon Egypt Jordan

savings Hea : : : : : : 2 Foundation Al :
friends {E R R bank 5 I
e F— a ol
ST 5 Government :
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Venture v | ot B
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Partnership w/ E- E
larger company - ¢ S b
Business-plan E
competition B :

5% 20% 40% 60% 80% 5% 20%

BASE: EGYPT - N=108, JORDAN - N=132, LEBANON - N=113, UAE - N=110

Across the four countries, a relatively equal percentage of entrepreneurs are reliant on personal savings.
The second most accessed resource in each country is funding from family or friends. Jordan is the only
country where a majority of entrepreneurs (50%) received funding from family or friends.

In regards to institutional support, surveyed entrepreneurs from Lebanon and the UAE are not receiving
as much support from angel investors (11% and 23%) and incubators (10% and 4%) as are
entrepreneurs in Egypt (32% and 29%) and Jordan (36% and 34%); they do, however, show higher
levels of commercial bank usage (22% in Lebanon and 17% in the UAE).



ENTREPRENEURS WITH MENTORS OBTAIN
GREATER ACCESS TO RESOURCES.

Figure 3:
RESOURCES ACCESSED BY MENTORED VS. NON-MENTORED ENTREPRENEURS

87%
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36% 35%
27%
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13% 0 0
~ B R W

Personal Family or Angel Incubator Venture Business-plan Partnership
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BASE: (M) N = 248, (NM) N = 181

Entrepreneurs with mentors tend to access resources like angel investors, incubators and venture capital
at higher rates than those without mentors. Additionally, mentor-less entrepreneurs in our sample are
slightly more dependent on personal savings than those with mentors (87% and 80%, respectively).

LARGE MENTOR GAPS WERE NOTED IN ALL SURVEYED ENTREPRENEURS ACROSS
THE FOUR COUNTRIES.

Figure 4:
RESOURCES ACCESSED BY MENTORED VS. NON-MENTORED ENTREPRENEURS
~ COUNTRY-LEVEL (WITH MENTOR GAPS) @ Mentored (M) ~ Non-mentored (NM)
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EXPLAINING MENTORSHIP LINKAGES: Mentors can help entrepreneurs access much-needed financial

and non-financial resources. Investors, seasoned entrepreneurs and other experts can all serve as mentors to
entrepreneurs, bringing with them a large network and years of experience. Simultaneously, funds, incubators
and other supporting institutions often create networks of mentors to support portfolio companies. Whether
mentors enable entrepreneurs to access certain resources or funds, incubators and other institutions in creating
access to mentors is debatable. Regardless of which party drives the exchange of resources, the relationship
between having a mentor and also having access to such resources is consistent across countries. Similarly,
the mentor gap across countries is also suggestive of a missed opportunity for entrepreneurs and a gap in the
supporting ecosystem.

INVESTMENTS IN ENTREPRENEURIAL VENTURES INCREASED FROM 2009-2012,
THOUGH MOST WERE AT THE SEED AND EARLY STAGES.

Figure 5:
INCREASE IN INVESTMENT DEALS FROM 2009-2012
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Figure 6:
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Pathways and Challenges to Scale

FOCUSING ON THE LOCAL MARKET FIRST, COMBINED WITH INVESTING IN NEW
PRODUCTS, PARTNERSHIPS AND MARKETING WERE THE MOST COMMONLY CITED
STRATEGIES TO SCALE.

Figure7:

STRATEGIES TO SCALE
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Across the board, surveyed companies identified multiple strategies they employ or plan to employ in order to
scale. The majority of companies in Egypt and the UAE intend to focus on their local markets for the time be-
ing, while others indicated their plans to invest in new products or services while also sacrificing revenues in the
near-term to expand their reach.
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Examining the pathways

The following figure indicates the top locations where surveyed companies plan to scale. At the time of the study,
only 34% of companies surveyed in these four countries had opened offices in new geographies. However, 72%
planned to enter new countries or expand their presence in current markets within two years.

Figure 8:
MENA’S MOST ATTRACTIVE MARKETS - WHERE ENTREPRENEURS WANT TO SCALE
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Figure 9:
ASSESSMENT OF CHALLENGES TO SCALE FOR
ENTREPRENEURS IN EACH COUNTRY
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Figure 10:
PATHWAYS TO SCALE
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FINDING PARTNERS WAS THE MOST CITED CHALLENGE FOR SCALING ACROSS
BORDERS FOR COMPANIES IN EGYPT, JORDAN, LEBANON AND THE UAE.

Figure 1:

CHALLENGES TO EXPANDING INTO NEW COUNTRIES
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Entrepreneurs in Egypt, Jordan and Lebanon rank finding partners to facilitate expansion (50%, 52% and 47%
respectively) and costs for setting up a business (43%, 49% and 44% respectively) as the two biggest challeng-
es to expanding into new markets. A higher percentage of UAE companies cited legal processes for setting up
a business as the biggest hurdle for expanding geographically (38% compared with 26% in Lebanon, 25% in
Jordan and 19% in Egypt).



THE LIMITED SUPPLY OF VENTURE FUNDING AND FINDING VALUE-ADDED
INVESTORS ARE THE TOP CHALLENGES FOR OBTAINING INVESTMENT.

Figure 12:
CHALLENGES TO OBTAINING INVESTMENT
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Challenges to obtaining investment differed slightly from country to country. In Egypt and Jordan,
the most selected challenges were the available supply of venture funding. However, in the UAE
and Lebanon, fewer entrepreneurs pointed to challenges of supply and focused more on difficulties
in optimizing resources from investors.




THE MAJORITY OF ALL COMPANIES SURVEYED ACROSS THE FOUR COUNTRIES
POINTED TO CHALLENGES WITH FINDING TALENT WHEN BUILDING THEIR TEAMS.

Figure13:
CHALLENGES TO BUILDING TEAMS
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Finding talent was the most noted challenge to building teams across all for countries, though nearly half

of Jordanian entrepreneurs cited challenges to paying salaries and roughly one in four Lebanese and Jordan
entrepreneurs pointed to challenges with retaining talent. Interestingly, while virtually no entrepreneurs in
Jordan, Lebanon or Egypt pointed to legal challenges over one in ten entrepreneurs did in the UAE.

CHALLENGES SURROUNDING MARKETING, COLLECTING PAYMENTS AND
FINDING CUSTOMERS ARE THE TOP HURDLES FOR GENERATING REVENUES
ACROSS ALL FOUR COUNTRIES.

Figure 14:
CHALLENGES TO GENERATING REVENUES
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Entrepreneurs in Egypt, Jordan and the UAE cited marketing products and services as a challenge
to generating revenues. Differing slightly, 35% of surveyed entrepreneurs in Lebanon pointed to
collecting payments and finding customers as a top challenge.

Wamda Research Lab — Country Insights: Exploring Trends And Challenges To Scale For Startups In Egypt, Jordan, Lebanon And The UAE + P24






LAY
B Oha
(LT
[EFENE
pepad
P A
bap N
.-I') e
IFTar
$ A
PO
BAN
(T INT
- LR
o aa ey
Dpad

S R gt
(A FE IR N AR V]
s Cpnins ..19 .,.t',; st l:i
IO rpe REATATafANA
T Fatatatgt,

HE TR

YW % o

ORI o o a0
e ‘F Ba,®yty  atity%l

Iy Caa

:;‘JF MY oy
ot B o Matetet aty®yts’
u 'a.:.: 1 htaPetatA -'o"-l'l'"
U e e an
W0, 0,0, ‘+J'J'J"
Patatyy  Avst
Bgigt,t e A ]
| -'}‘“'“ :1: :I:G: ats®s's
tHE ho.n.o.og g% X _
lI U‘&I“f* ; R T N RO
||f 14"*:‘;'. h..'l'l‘l' ,Jizu,l, LL LR LN
by 1'*‘}‘ Fotate®py #Mis%!
“" d._hh. st
.t.rﬂ* ,,.1‘,-‘*‘1
| 'i"'tlu- | ; i ]
{ r‘.- L gty
|
|

TNIN]
WWarpH

e
e

i

".'—“I
PO
'fl‘\t
_ bl
AN W W 'r:'\‘\"
LU P PL L PN
ATAT LT R T R, .
aTaTaT T R, ’ :}k
ATATLE B T 5, 4 AN
BB, ® v -, 'f_‘,@,‘
[T Y|

Shatatata ety L ne MO

P

(e s
[FyTeH
Tore

2

Fa%%%
Ll i A
P

e

|
|
|
|
|
|
I
I
1
|
I
1
1
I
i
]
1
i
I
i
1
1
|
1
|
i
1
1
|
[ |
1
L |
‘

1. Finding partners and ease of market access hold back the expansion process

Given the small population sizes of many markets in MENA, entrepreneurs who seek to scale their
companies will have to think about expanding into multiple countries. However, legal hurdles and
challenges to finding good local partners can hold back the scaling process. Such fragmentation
and unclear legal structures can make the geographic expansion process long and uncertain, which
directly limits the scaling process.

“Our region is fragmented into many smaller markets. We often need to set up shop in multiple
countries. You need to have a customized marketing strategy for each country, which will require
local knowledge and expertise for each one, including a different type of dialect for each. Finding a

pan-Arab channel to market is expensive.”

“Entrepreneurs need to catch customers as soon as possible. You need to be where the customer
is and there must be better integration. Access to markets and reaching the customer must be

emphasized and facilitated to allow entrepreneurs to reach their clients with minimal challenges.”
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2. More funding is becoming available, but gaps remain in terms of building
capacity and dialogue with investors

In recent years new funds and investment opportunities have become increasingly present in
MENA. There is general recognition throughout the ecosystem as well that gaps in venture capital
and angel investment are gradually shrinking. In 2014 and 2015 a series of new public, private and
international initiatives were created to unlock more financial capital for entrepreneurs. Specifically,
these entities are mandated to provide larger fund sizes for more mature startups. Wamda Capital,
Leap Ventures, Middle East Venture Partners Impact Fund, the Circular 311 initiative from the
Lebanese government, Sawari Ventures and Silicon Badia are several notable examples of how
regional funds are enhancing their reach and deploying more capital.

“Itis stillimportant to help the entrepreneurs understand the different ticket sizes of different
investors and what they want to see in order to invest this amount so that entrepreneurs can plan
effectively. They have to think in terms of metrics from day one and they need to think of their

startup the same way a scientist would think of a lab experiment.”

However, simply increasing the amount of funding alone is not adequate to stimulating a healthier
environment for funding. Survey data and conversations with investors and entrepreneurs suggest
that greater dialogue between the supply and demand sides could help in improving the investment
cycle. In fact, in Lebanon, where a series of new lending and investment initiatives have appeared in
the past 5 years, more surveyed entrepreneurs in our study identified challenges in finding investors
who added value than those who cited challenges concerning the actual supply of capital.
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3. Education systems and minimal cultural interest in working for a startup
impinge on the hiring process

Globally, finding talent is a challenge any company may face. However, it is arguable that this hurdle
is magnified in MENA where roughly one in ten of people are without jobs and one in four youth are
unemployed. Current realities suggest that although government spending to improve education
has increased, graduates and labor market entrants do not have the skills that employers require.”
Furthermore, interviews with entrepreneurs suggest that the prospect of working for a startup is

not attractive for most MENA job seekers, which further complicates the hiring process for young
companies seeking to the find talent to build their teams.

“Finding committed talent and knowing where to look to find good people are large challenges.
Another challenge is finding salaries to compete with larger companies in order to retain

employees.”

4. Skills needed for marketing and sales are lacking

Many entrepreneurs pointed to the challenges of marketing and finding customers when trying

to generate revenues. Investors and entrepreneurs explained these challenges in terms of a lack
of market knowledge research and also a skills gap around marketing and sales competencies.
Finding people with good sales skills and marketing knowledge can be a significant enabler when
entering new markets or launching new products.

“Entrepreneurs must really understand their market and competition, in addition to figuring

out customer profiles and behavior. Extensive market research, and the systematic gathering,
recording, and analysis of both quantitative and qualitative data, is key to determining whether
timing is right for a specific market, and whether there is demand for the value they are providing.

Itis important to validate and disvalidate assumptions before spending on sales and marketing.”

“There is a major lack of sales culture in MENA. Entrepreneurs assume that once they launch a
product people will buy it. However, you have to always be pitching. Once you stop you’re doomed.

The ability to make sales will differentiate the strong companies from the weak ones.”

5. Al Masah Capital - MENA Education Report, Jun 25, 2013







KEY TAKEAWAYS

The four countries highlighted in this report - Egypt, Jordan, Lebanon and the UAE - have been the most active
in promoting entrepreneurship in MENA over the past 4-5 years. However, the ecosystems in each country are
still very young and have much room to grow. A number of key trends and challenges characterize the evolution
of these ecosystems to date and based on the findings in this report, any policymaker or ecosystem stakeholder
should note the following:

Ecosystems, investments and new reforms are growing in number. In most cases, these new institutions

in the ecosystem have been created by players from the region as opposed to organizations coming from
ECOSYSTEM abroad. Most of the growth in the region’s ecosystem has been in Egypt, Jordan, Lebanon and the UAE.
PROGRESS

Despite these promising developments, our data suggests that there is still work to be done, and many

topics that need to be better understood by stakeholders in every country.

Many entrepreneurs looking to scale their companies have specific profiles and backgrounds. Over 70%

glF){EOcI::IIII:_IECS of all founders surveyed are male and nearly all have obtained a university-level education, with many
holding Masters degrees. Furthermore, many have had educational and/or work experience abroad.

Most companies surveyed want to open new offices in other countries, especially in the Gulf. Even

PATHWAYS companies in the UAE plan to deepen their presence in the Gulf by scaling into countries such as Saudi
TO SCALE Arabia and Qatar. Few companies indicated an interest in opening an office in North Africa, suggesting
that the pathways to scale lead to the Gulf.

Many factors contribute to enterprise scaling and any comprehensive ecosystem strategy must take all

of these factors into account. Several of these core areas must include:

+ Talent: Improve access to talent and retention of employees. Updating regional education systems
will directly improve local talent pools. These efforts must be accompanied by incentives and
programs to ensure that startups can retain talent.

» Funding: Increase access to capital while diversifying the sources and types of available funding.

RECOMMEN- More access and stronger communication challenges will both contribute to helping create new
DATIONS FOR and more productive funding opportunities

ENHANCING

SCALABILITY

Expanding across borders: Ease processes for entering and registering in countries while also
facilitating access to partners. Reducing legal challenges and costs will facilitate enterprise
expansion. In parallel, initiatives to support entrepreneurs in identifying partners will greatly boost
entrepreneurs’ success of accessing markets.

Revenue generation: Improve market knowledge and methods for marketing as companies enter
new markets. More marketing talent and increased access to market research can both help in
strengthening ties between entrepreneurs and consumers.

Identifying the main trends and bottlenecks characterizing enterprise scale in MENA and creating
more robust institutions to support entrepreneurs is crucial to creating jobs and facilitating economic
development in the region. Understanding the pathways and challenges to scale is an important
advantage for policy and decision makers trying to improve conditions for the region’s entrepreneurs.
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