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First: Recommendations
The need to focus initiatives supporting venture investment on specific sectors.
Intensifying awareness programs on venture investment and its direct impact on development.
Linking initiatives that support venture investment with clear, achievable goals within an accurate
time frame, and reviewing venture investment initiatives to ensure their compatibility
with the reality of available competencies.
Creating practical programs aimed at building human competencies in venture investment.
Evaluating the venture investment initiatives periodically to monitor the extent to which their
objectives are achieved and the obstacles that may be encountered.

Second: Definition and mechanisms of venture investment.
Venture investment is defined as startups that are capable of rapid growth. On the other hand, venture
capital is defined as a type of high-risk and high-return funding. Through venture capital financial support is
provided to companies that are often emerging or small for obtaining a stake in a company. There is usually
hard work to grow this investment after a period of rapid growth and high profits. Those who offer this type of
funding are called venture investors. It is worth noting not to confuse investors with the proprietors who are
the ones who usually possess great fortunes they invest in promising companies, unlike the venture
investors who gather in small numbers to finance companies by establishing funds for venture investment.

Types of venture investment can be broken down into three types according
to the stage the project is going through:

Funding
in the early
stages of
establishment.

Funding
in the stages of
growth and
expansion.

Funding
in the stages
of acquisition
and exit.

Venture capital companies establish an investment fund, and a limited number of investors who have a
high-risk appetite are invited to commit to entering into certain investments in a private company in
exchange for obtaining a stake in that company that represents 50% or less. As the company grows, venture
investors go through several stages of funding:

Late stages: They take place at higher
stages of maturity for companies that may
not have achieved any profit, but they
have shown noticeable growth
and realized revenue.

Seed stage: Investors pump small
amounts of money that help in product
development, conducting marketing
research, and preparing business plans.

Early stages: Here the production
starts, and more money is pumped than
the previous stage.

Third: Stimulating venture investment in light of Vision 2030.
Starting from the Kingdom of Saudi Arabia's endeavor to realize the Saudi Vision 2030, and believing in the
importance of promoting entrepreneurship and supporting investment in startups, a group of initiatives and
programs that resulted in the development of the venture investment in Saudi Arabia were launched
rapidly. Among the most prominent bodies that play an active role in these initiatives are as follows:

Ministry of
Commerce and
Investment.

General
Authority for Small
and Medium
Enterprises
(Monshaat).

The Capital
Market
Authority.

General
Investment
Authority.

Public
Investment
Fund

The Kingdom of Saudi Arabia is currently experiencing what might be described as a turning point in the activity
of venture capital. The best evidence is the growing investments of venture capital in an accelerating manner.
This raises our expectations about the future of the systems of economy and entrepreneurship in Saudi Arabia.
Perhaps the most prominent factors that contributed to achieving this growth and transformation are the exits
made by the major regional companies driven by the high demand in Saudi Arabia, which cemented the position
of the venture capital model as a viable investment tool. The increasing demand for digital solutions in various
sectors coincides with the increase in its adoption by the public and private sectors alike. After being just
consumers, for instance, the Internet users in Saudi Arabia have become effective contributors to the digital
economy and to the generation of economic value using technology.

It is also noticed that presently there is an increase in the size and quality of deals of startups, not to mention the
emergence of increasing numbers of proprietary investors and venture investment funds, as distinguished
entrepreneurs succeeded in establishing startups that are fast growing and capable of expansion. Saudi Arabia
has witnessed rapid growth in financing startups over the past years. The first half of 2019 witnessed scoring
records whether at the level of total financing by $40 million or at the level of the number of deals concluded by 26
deals in the Kingdom. Among the most prominent investments, we mention investment in the emerging Noon
Academy platform in the field of educational technology, which succeeded in raising $8.6 million in its first round
of financing. This is in addition to "Na'na'" company for delivery, which also collected $6.6 million in its first round.

The Kingdom of Saudi Arabia is among the top five on the list in terms of total financing and the number of
deals concluded compared to countries in the Middle East. It occupies the third position in total financing,
and the fourth place in the number of deals concluded during the first half of 2019. The e-commerce, delivery
and transportation sectors are among the largest sectors in Saudi Arabia in terms of total financing and
number of deals, as is the case in other countries in the Middle East and North Africa. The top five ranks
include other sectors, such as: agriculture, data analysis, education, and food and beverages.
During the first half of 2019, 30 different entities invested in startups in Saudi Arabia, including venture
capital companies, business accelerators programs and institutions, and other local and international
entities. Among the most active domestic venture capital companies are the following:

Raed
Ventures
Company.

Waed
Program
for sharing
venture capital.

Riyadh
Fund
Technology.

Saudi
Venture
Investment
Company.

STV
Fund.

Also, the Kingdom launched the "Venture Capital and Private Equity Association" for the purpose of
promoting the private equity and venture capital sector, and stimulating investments through partnerships.
The association seeks to implement plans to enhance cooperation between private equity and venture
capital companies. It also seeks to enhance the investors' interest in non-governmental entities with
venture capital and private ownership. This is in addition to organizing and conducting workshops, training
courses and conferences on the private property sector and venture capital.

Likewise, the executive plan of the National Transformation Program included an initiative to develop and
implement private equity and venture capital programs. The initiative aims at developing programs,
applications and regulations necessary to stimulate venture capital and private equity, and to create a
private association having venture capital to stimulate the growth and sustainability of small and medium
enterprises.

It is worth noting that the Saudi Vision 2030 aims at raising the contribution of startups to GDP from 20%
today to 35% by 2030. This will only be realized by providing adequate support to existing small and
medium enterprises, and encouraging the establishment of more of them. Therefore, we find that many
venture investment funds have been established that aim at achieving this goal. Among the oldest of
these funds is the STC Venture Fund, along with a number of other funds that were established to support
startups, including:
· Saudi Aramco Entrepreneur Center (Wa'ed), (which the Aramco entrepreneurship arm): It contributes to
providing direct investment shares to establishments looking for a business partner. This program aims at
developing small and medium enterprises in order to support the economic growth of the Kingdom.
· Riyadh Valley Co: It evaluates emerging projects based on clear and specific criteria, including:
intellectual property, accurate financial reports, market size and growth rate, and compatibility with the
Kingdom's strategic priorities at the national level.
· Aramco Energy Venture: This fund aims at investing in companies with
early growth and high growth in technologies of strategic importance to Aramco,
in the areas of renewable energy, energy efficiency and water sectors.
· SABIC ventures: This fund supports innovative companies and explores development opportunities in
order to accelerate their growth. This takes place in the areas of alternative energy, raw materials
technology and advanced materials, in addition to processing and energy efficiency operations.
· Saudi Ventures Capital Company, which was established by the Small and Medium Enterprises
Authority (Monshaat) in 2018, with an estimated capital of S.R 2.8 billion. It has concluded several
agreements with venture investment funds with a number of entities, such as: (Raed Venture Fund, Nama
Venture Fund, and Venture Capital Fund, which Monshaat contracted with recently (29/7/2019).
· The Social Development Bank, which is considered the support arm for young men and women who
want to start their own businesses, through the Masarat program, which includes a wide range of
commercial activities.
· The Scooper Fund is a crowdfunding platform, which provides entrepreneurs with the opportunity to
obtain funding by offering a portion of the project’s shares for public and private subscription.
· Alam Venture Investment Fund, which encourages investment in many sectors, such as: transportation,
health, information security and the financial sector.

Fourth: The Public Authority for Small and Medium Enterprises
(Monshaat) and venture capital support.

The General Authority for Small and Medium Enterprises (Monshaat) was established in 2016, and
its objectives are summarized in regulating, supporting, sponsoring and developing the small and
medium enterprises in the Kingdom according to the international best practices. This aim is to raise
the productivity of these enterprises and increase their contribution to the GDP from 20% to 35% by
2030. Monshaat also prepares, implements and supports programs and projects to spread the
culture of self-employment, entrepreneurship, initiative, innovation, and diversification of sources of
financial support for enterprises. It also stimulates initiatives of the venture capital sector, sets the
policies and standards to finance projects that are classified as small and medium-sized projects. It
provides administrative and technical support to the facilities and supports them in developing their
administrative, technical, financial, marketing and human resources, and others.

Also, Monshaat supports the establishment of specialized companies in finance, activates the role
of banks and lending funds. It also motivates them to play a bigger and effective role in financing and
investing in establishments, establishing and supporting programs necessary for the development
of facilities. It also encourages establishing comprehensive service centers for the facilities to issue
all the regulatory requirements. This also takes place through actual and electronic participation of
relevant public and private entities. Monshaat seeks to eliminate the administrative, organizational,
technical, procedural, information and marketing obstacles facing enterprises concerned with
venture capital. In this regard, it cooperates with the relevant authorities. It also creates and
organizes technology and business incubators. It also develops programs and initiatives to find and
introduce them investment opportunities for enterprises. It also works on transferring and localizing
the relevant technology to develop the performance and productivity of these facilities, including
supply chains.

Fifth: The role of the “Saudi Company in promoting venture
investment” in the Kingdom.
The Saudi company was established to promote venture investment in 2018 as an initiative by the General
Authority for Small and Medium Enterprises (Monshaat) and to be part of the stimulus plan for the private
sector. The aim of this step was to bridge the current gaps in financing startups, with $750 million (S.R. 2.8
billion) was allocated to two main programs: investment in participation in startups, and investment in
funds, as follows:

1- Investing in startups: This target direct investment in startups during their
various stages of growth, with individual (proprietor) investors, venture investment
funds, and experienced investors with the aim of bridging existing funding gaps.

2- Investing in funds: Saudi Venture Investment Company aims at investing in
venture investment funds to stimulate the establishment of venture investment
funds that invest in emerging companies in their different stages of development.

The Saudi Venture Investment Company and other concerned parties in Saudi
Arabia provide a platform to support and develop startups.

Sixth: The"Fund of Funds" and its effect on activating the role of
the private sector and stimulating venture capital investments.

The “Fund of Funds” is a fund of the Public Investment Fund, and was established with a capital of four
billion riyals in 2017. It is an investment fund that aimed at supporting small and medium enterprises
through investing in venture capital and private equity funds, through the participation of the private
sector in investments. The fund also aimed at supporting and developing the sector of venture capital
through applying best practices and building an integrated business system, with the aim of increasing
opportunities for emerging, small and medium enterprises to access capital.

The fund has recently started investing in venture capital and private equity funds, and it is focusing
heavily on investments in local funds. The fund will not invest in equity and real estate funds. The Fund
has begun to carry out its tasks, which are investing in venture capital and private equity funds, after
completing plans, policies, strategies, and distributing its assets, and starting employing its human
capabilities. Also, the fund will invest in regional and international funds that have investments in Saudi
Arabia. As for the nature of the investments targeted by the fund, they will be long-term, with the
investments of the fund will be announced in the near future.

The establishment of the fund came as one of the initiatives aimed at activating the role of the private
sector and increasing its contribution to GDP by stimulating investments related to venture capital and
private ownership. The fund will play an active role in achieving the goals of the "Saudi Vision 2030"
aimed at enabling the growth of the private sector, and supporting small and medium enterprises as a
main driver in the growth of the economy and providing job opportunities. This is in addition to
supporting innovation and promoting exports. Its role will be investing in venture capital funds and
ownership of business foundations. The fund’s achievements will be reflected by contributing to the
GDP of about S.R. 400 million by the end of 2020, and creating more than 2,600 jobs. It is expected that
its contribution to the GDP will reach about S.R. 8.6 billion, and that it will provide about 58 thousand
jobs by the end of 2027.
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