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Bismillah Walhamdulillah Wassalatu Wassalamu Ala Rasulullah

I am truly honored to be invited to be your dinner speaker tonight.  My special thanks go to my friend and partner, Ahmed Ashadawi, Chairman of the Saudi Computer Society in the Eastern Province and to my dear friend Dr. Bakr Hassan, Education Chair of the IEEE Saudi Section.  I am also humbled by this great turn out.  I have never stood before so many people.  Of course, I would like to think that this crowd came to hear me; but I did discover that Dr. Bakr Hassan spread a rumor that Nancy Ajram will be performing at the dinner later tonight.  He also distributed copies of the dinner menu with the meeting invitation.
So….. This really means that I am the only thing standing between you and the dinner; which is a very uncomfortable situation.  However, Ahmed Ashadawi often reminds me of a saying by Sir Winston Churchill.  He said that "A speech should be like a woman's skirt, short enough to be interesting, but long enough to cover the subject".

What is the subject?

The event announcement promised that I will convert all dinner guests into aspiring entrepreneurs who will leave the event with thoughts of starting their own businesses.  And I will certainly do my best to accomplish this.  

It also promised that I will define venture capital and its vital role in the development and growth of digital economy companies worldwide.

Then I will review the status of the venture capital industry in the GCC Region and explain what is available in venture capital to aspiring entrepreneurs.

We will end by discussing the success factors of starting up a business and what help is available in Saudi Arabia.

It is my plan to cover these areas but not necessarily in the order I mentioned them.

Let us start with defining the "Entrepreneur".  He or she is someone who starts an economic activity.  He or she works for himself, or herself, sets high goals and achieves them.  He or she is the most important element because he or she makes the decision to start the business and fights for its survival and success.
To earn a living, and you have to one day if you are a student today, you will be one of three things:

1. An employee

2. Self-employed (with no staff or one or two assistants)
3. A business owner

So you have decided to be a business owner.  You have a business idea and you take the plunge.  What are you chances of success?

There are three success factors:

1. Motivation and drive with:

a. A chance to control your own destiny

b. A chance to exploit your full potential

c. A chance to make unlimited profits

d. A chance to contribute to the economic development of your country

2. Knowledge

3. Skills

There is no mold that produces entrepreneurs of a kind.  They are not clones or identical copies of each other.  They come in different shapes, colors, personalities.  Some are likeable; others unlikable.  But the three success factors apply in all cases; and in my opinion the motivation and drive are the most important success factor.  Because one can seek knowledge and develop the necessary skills to achieve his goal of building a success business.
Which reminds me to tell you of a four-week course on launching and operating a small business that started in Riyadh last night.  The course is being conducted by SEDI (the Saudi Entrepreneurship Development Institute) which is a non-profit institute that was established by Sobhi Batterjee, the President of the Saudi German Hospital Group in Jeddah with the assistance of the UN Industrial Development Organization (UNIDO).  Sobhi decided that entrepreneurs are not necessarily born as entrepreneurs, but can be developed.  He decided to do something about it and called on the UNIDO for assistance.  They sent Professor Nanda Gobal who has organized SEDI and delivered 30-40day courses in Jeddah, the Eastern Province and now in Riyadh.  Ahmed Ashadawi sponsored the Eastern Province course last year and invited me to the graduation ceremony.  It was fantastic.  I think there were about forty graduates including nine ladies.  A number of the graduates spoke of the course and their plans to start businesses.  In fact, one of them said that he had already started a business and wanted to take the course to make sure he was doing things correctly.  He said that the course will allow him to operate a much bigger and better business.  Nine of the students launched their own businesses by the end of the course.
I am telling you about SEDI to simply say that if you have the drive, you get the knowledge at places like SEDI.  I am proud to say, by the way, that I am sponsoring the Riyadh course and that one of the enthusiastic students who joined is my wife.

Of course, as many of you know there is always a price when you convince you wife to do something.  My wife happens to be a former English language teacher and a certified trainer.  She will now explain to me, in detail, everything that she learned every day and discuss it, in detail; and I cannot but participate with full enthusiasm.  No matter that it is 11pm and I am dying to get some sleep.
What I am saying is that given motivation and drive you can seek the necessary knowledge.  But the Americans say, "The devil is in the details". This is where skills come in.  You may want to do something very enthusiastically, and you may have gained a lot of knowledge about it.  But you still need the skills to go about doing it right.  I am reminded here by the story of the five wives and the miserable husband.  The five wives represent knowledge:

What

Why

When

Where

Who

Guess who the poor husband is:  HOW?  

You certainly need to develop the skills of operating the kind of business you chose to start; but you can't possibly master all the skills from the start.  This is where you need to open yourself to good advice.  Get a big brother or sister.  Ask questions of the right people when you have the change.  And hire the right staff or consultants as you need them.
So let's ask again.  Why start your own business?

a. A chance to control your own destiny

b. A chance to exploit your full potential

c. A chance to make unlimited profits

d. A chance to contribute to the economic development of your country

Will this be easy? Nooooooooooooooooooo!  It will be tough; very tough.  But can you do it?  Yeeeeeeeeeeeeeeeeeeees! You can do it.

The road is not paved with roses.  It is paved with problems and difficulties.  You will work long and hard hours.  You will take significant risks.  You will suffer failures and will have to pick yourself up time and again.  But you will be the better person for it.  You will have the capacity to innovate, the capacity to accomplish, the capacity to give, the capacity to love.  And you will have to learn to balance business, family and self.

HAVE I CONVINCED YOU???

Let me tell you more.  We have entered a period of economic boom in Saudi Arabia.  This second boom will be bigger and more significant than the boom of the late seventies and early eighties.

Between 2005 and 2010 The Gulf Region will spend a total of US$421 Billion on oil and gas development projects.  Saudi Aramco's share of this will be more than 50%

If there is a 5% per year improvement in productivity this means a saving of US$25 Billion. 

Why not get a piece of this action?
I bet you are already asking "What about money?" Capital???
Yeeeees.  Money makes the world go round, and you will need capital to start and finance the business.  Where do you get it?  

You go to the bank and explain your project to them and ask for, say a half a million Riyals as a loan.  The bank officers will study the project carefully to ensure its viability and convince themselves that you can repay the money from the proceeds of the business.  If they are convinced they will ask for a collateral.  This is a piece of land or other tangible asset that the bank can seize and sell if you cannot repay the loan.  Of course, you have your beat up Toyota Echo at the door.  It is not worth one half a million and you need it to move around.  So forget the banks.  How about Dad or Mom?  Perhaps they can lend you fifty thousand Riyals to get started.  You get started and seem to get past step one and are now ready to start step two.  Mom and Dad cannot give you more.  Even they can, what if the project fails and you lose the capital invested.  You do not want to do this to your Dad or Mom.
What if there was someone who will come in as a partner, supply the money and take the risk if the project fails.  Very nice.  This is where the Venture Capitalist comes in to supply venture capital.  But what is venture capital?

It is "Funds made available for startup firms and small businesses with exceptional growth potential.  Managerial and technical expertise is often also provided.  It is sometimes called risk capital and comes in different flavors:

Seed capital

Growth capital

Mezzanine capital

Etc.
So, is the venture capitalist doing this out of the goodness of his heart?  

Well, he is contributing to the economic development of the country like you are.  But like you, he is seeking a profit.  His profit comes from eventually exiting the investment at a much better value than what he paid to enter.

A typical scenario for a venture capitalist would be for him to make say ten investments.  Out of the ten investments, three would probably evaporate.  Four would probably do so so, and the remaining three would bring multiples of the capital invested.  One would normally be the star that would compensate for the losses and bring good returns.

We are talking about High Risk - High Return, and the skill of the venture capitalist is in selecting the right opportunities and managing them well.
So what is available in terms of venture capital in Saudi Arabia??

There is plenty now and plenty to come from both government and private sources.

Let us start with the government.  The latest five year plan gives great emphasis to developing small and medium size businesses.  Everyone now agrees that they are the core engine of any national economy.  The government will be giving more attention to these businesses whose major problem is funding.  A program has been agreed between the government and the banks to establish a fund of SR200million to guarantee loans to small businesses.  This means that the bank will be able to loan money to small business with little worry because these loans are covered by this fund.

I happen to be a member of the board of the Centennial Fund or Sandook Al Miyawiyah.

The Centennial Fund is an initiative by three business leaders: Amr Dabbagh, who is now the Governor of the General Investment Authority, Khalid Kanoo, Managing Director of Ahmad Yousuf Kanoo Group and Khalid Al-Gahtani on Rikaz Holdings.  They engaged HRH Prince Abdulaziz bin Abdullah bin Abdulaziz to set up a fund of along the lines of the Prince of Wales Trust which serves aspiring youth in less advantaged areas of the UK.  They sought the support of Saudi Bank and most of them responded positively with SR5m each.  The fund is completing its pilot program of funding twenty small businesses and will launch its full service in early 2006.  It provides up to SR200,000 of funding.  But most importantly, it enlists the services of businessmen and business managers to be mentors for the young men and women who are funded by the Fund.  This mentorship program is being promoted as a national service by volunteering businessmen.  The Fund has developed a highly automated office and has attracted the attention of SABIC who has entrusted it with managing a new fund call Al IBDAA to support start up businesses that serve the petrochemical industry.
Other venture capital funding is available from The Technology Investment Company which was launched last summer in Riyadh at a capital of SR600 million to invest in technology ventures.
Malaz Group is developing a US$100 Million venture capital company that will start early next year and will specialize in information and communication technology companies in the Middle East.

A bank called Venture Capital Bank has started operations in Bahrain recently.  I know because they are our Diamond sponsor for the 1st Annual Conference of the Gulf Venture Capital Association.  I see my friend Abdullah Al-Subyani with us tonight who is the President of the Association and the dynamo behind forming it.  I am working with Abdullah to organize the conference which will be held at the Ritz Carlton in Manama on February 20 to 22 this coming year.

I hope that I have not rambled too long without explaining what an entrepreneur is and what venture capital is.  I hope that I have also helped motivate some, if not all, of you to think about doing your own thing and be your own master.  But also consider the risks.  Life is all about trade offs and only you can decide if the trade off is acceptable.
Let me end with a gift to you that I hope you will remember when you are a successful entrepreneur:  It is a poem I came across many years ago by Rudyard Kipling which carried a lot meaning for me over the years:

If 


If you can keep your head when all about you 
Are losing theirs and blaming it on you; 
If you can trust yourself when all men doubt you, 
But make allowance for their doubting too; 
If you can wait and not be tired by waiting, 
Or, being lied about, don't deal in lies, 
Or, being hated, don't give way to hating, 
And yet don't look too good, nor talk too wise; 

If you can dream - and not make dreams your master; 
If you can think - and not make thoughts your aim; 
If you can meet with triumph and disaster 
And treat those two imposters just the same; 
If you can bear to hear the truth you've spoken 
Twisted by knaves to make a trap for fools, 
Or watch the things you gave your life to broken, 
And stoop and build 'em up with wornout tools; 

If you can make one heap of all your winnings 
And risk it on one turn of pitch-and-toss, 
And lose, and start again at your beginnings 
And never breath a word about your loss; 
If you can force your heart and nerve and sinew 
To serve your turn long after they are gone, 
And so hold on when there is nothing in you 
Except the Will which says to them: "Hold on !"; 

If you can talk with crowds and keep your virtue, 
Or walk with kings - nor lose the common touch; 
If neither foes nor loving friends can hurt you; 
If all men count with you, but none too much; 
If you can fill the unforgiving minute 
With sixty seconds' worth of distance run - 
Yours is the Earth and everything that's in it, 
And - which is more - you'll be a Man my son!
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