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				Praise for Startup Rising

				“This powerful and essential book will open your eyes to a new world of opportunity for people in the Middle East and emerging markets all over the world. Through vivid introductions to young entrepreneurs in the region and a compelling analysis of macro technology and economic trends, Startup Rising brilliantly demonstrates that peace and prosperity is attainable for the region.”

				—Julius Genachowski, Chairman of the United States Federal Communications Commission, 2009–2013

				“In this rich and incisive book Christopher Schroeder tells a fascinating tale about another Middle East, where new ideas, bustling startups, and promising ventures, as opposed to politics and violence, are shaping the future. A rare and eye-opening firsthand account that provides a powerful explanation for why the Arab Spring happened, and why its future may yet be brighter than headline news suggests. This book is a must read for anyone interested in the Middle East or how entrepreneurship and technology startups take flight.”

				—Vali Nasr, author of Forces of Fortune 
and The Dispensable Nation 

				“Christopher M. Schroeder has done a service to the Middle East by highlighting the extraordinary energy and potential of entrepreneurs in the region. This area will be a hotbed of new ideas over the next 20 years, creating hundreds of thousands of jobs.”

				—Kevin Ryan, chairman and founder, Gilt

				“Startup Rising powerfully articulates what we instinctively know to be true—each country, region, and society has the will and talent to determine its own future. Schroeder illuminates a Middle East poised for entrepreneurial growth, fueled by innovation, and ready to turn opportunity into impact and collective progress for both women and men.”

				—Alyse Nelson, President & CEO, 
Vital Voices Global Partnership 

				“Christopher M. Schroeder has a message we should all hear loud and clear: To hell with pessimism about the Middle East. In Startup Rising, Chris’s more than one dozen trips across the Arab world are woven together into a deeply personal and detail-filled narrative of how technology can transform social and political orders from the ground up. He convincingly shows Arabs rich and poor seizing the moment, and converting centuries of entrepreneurial spirit into disruptive and positive energy. The startups rising in the wake of the Arab Spring will ensure that the region isn’t left behind.”

				—Parag Khanna, international bestselling author of 
The Second World, How to Run the World, and Hybrid Reality 

				“Startup Rising shatters our stereotypes of the Middle East. You can just feel the dynamism bubbling up from below and sense the immense possibilities for the future. Schroeder’s ability to tell this fascinating story of the breadth and depth of entrepreneurship in the region is stunning.”

				—James Goldgeier, Dean, School of 
International Service, American University

				“This is one of the rare books that will change how you see the world. Christopher M. Schroeder brings to life the emerging Middle East entrepreneurial ecosystems, providing a powerful understanding of entrepreneurship anywhere in the world and specifically of the Middle East’s emerging generation of questioning risk-takers.”

				—Marvin Ammori, Bernard L. Schwartz Fellow, 
New America Foundation 

				“Interest in entrepreneurship in the Middle East has never been greater, which reflects the critical role that new ventures can play in catalyzing economic change in the region. This book provides a lively look at the individuals and institutions behind these exciting and important developments.”

				—Josh Lerner, Harvard Business School and author of The Architecture of Innovation 

			

		

	
		
			
				Startup Rising

				The Entrepreneurial Revolution Remaking the Middle East

				Christopher M. Schroeder

				Foreword by Marc Andreessen

				[image: logo]

			

		

	

The author and publisher have provided this e-book to you for your personal use only. You may not make this e-book publicly available in any way. Copyright infringement is against the law. If you believe the copy of this e-book you are reading infringes on the author’s copyright, please notify the publisher at: us.macmillanusa.com/piracy.



		
			
				For the startups rising, their mentors, 
their backers, their ecosystem builders, 
and all, anywhere, who support them.

				And for Jack, Julia, and Ben who will find 
their own ways to help change the world.

				

			

		

	
		
			
				Foreword

				I sure hope Schroeder is right.

				In many ways he clearly is.

				That software has taken over and changed many aspects of the global economy in less than a decade is now clear. Companies that are descriptively software enterprises—Google, Facebook (on whose board I serve), Twitter, Airbnb, Pinterest, and many others—have opened up human connections, access to knowledge, and new business models unforeseen before they existed. Software-powered startups have disrupted almost every traditional consumer-facing experience from books to music to travel to video entertainment and gaming to shopping to telephony and beyond.

				But this is only a part of the story. Today almost every company is, in some form, a software company. Look at the dashboard of your car and consider how today’s engines work. Think about the sophistication that allows you to safely bank online. Next time you buy a cup of coffee with a credit card, fill your car with gas, or shop at Wal-Mart, ask how remarkable innovation in software has allowed their logistics to scale. In 2011, I wrote in the Wall Street Journal that “software is eating the world,” and software’s appetite has increased dramatically since then. Traditional enterprises like Kodak and Borders that at best paid lip service to software innovation, at worst ignored it, are in an existential crisis—not in some theoretical future, but right now.

				Schroeder is also right in describing the three forces that are driving tech innovation from unexpected corners of the globe and that a new generation of entrepreneurs take for granted:

					How technology offers an irreversible level of transparency, connectivity, and inexpensive access to capital and markets;

						How over two decades of experience in navigating emerging market investment has made regional and global capital more comfortable with political risk and understanding local market distinctions;

						That with rapidly increasing access to technology there are large, untapped markets of consumers and businesses seeking greater software solutions.

				
To his three I would add a fourth: after twenty years of hard work by many talented people, all the technology required to transform industries through software finally works and can be widely delivered at global scale. And these are the earliest innings. I believe within a decade there will be five billion people using smartphones worldwide—the equivalent computing capacity of a supercomputer and the full power of the internet on everyone’s person, all the time, everywhere. Schroeder notes that experts tell him to expect 50 percent penetration across the Middle East in three to five years. What this will yield in problem-solving and opportunity-building is limited only by one’s imagination.

				Schroeder is provocative and likely right, that we in Silicon Valley risk being hyper-focused on ourselves and our own echo chambers. There is no question that the network effect of talent—that world-class entrepreneurs, engineers, and design talent want to be with and are attracted by the best—has made Silicon Valley unique in the history of global innovation. That we historically have thought of emerging growth markets as either places to sell our products and services or relatively inexpensive outsourcing opportunities is limiting. If everything I have written here is true, innovation will clearly come from surprising places when great talent has access to software. Our answer has historically been to focus on such talents when we can bring them to Silicon Valley—which is why I have been an active supporter of a greater number of young entrepreneurs having access to the H-1B visa. At the same time, we will need to think differently if talent progressively wants to stay home and innovate.

				Whether the remarkably talented entrepreneurs in the Middle East can scale and build regionally and globally competitive software at scale is still, for me, however, the central question—certainly a billion-dollar question, and ultimately a trillion-dollar question.

				The stories of great entrepreneurs and ideas Chris describes are inspiring and potentially game changing. Middle Eastern entrepreneurs are spawning startups in education, crime prevention, traffic management, recycling, renewable energy, health, entertainment, education, and beyond, solving real challenges and finding new opportunities that can change societies. And they may change the world. Could, he asks, unique experiences in the region spawn globally adopted software in spaces like mobile, social networks, and solar energy?

				Culture and ecosystem, however, mean everything, and these entrepreneurs face real headwinds. There are disappointingly few Middle Eastern governments and educational institutions seriously tackling the difficult decisions required to change downward trajectories in infrastructure at scale and speed. In fact, with a recent increase in internet restrictions in the region, Schroeder rightly points out that governments are not only hindering communication and transparency, but the very platform of economic growth that I believe will drive any successful country in the coming decades.

				He raises an intriguing idea that regional entrepreneurial ecosystems are being built anyway, bottom up, enabled by access to software. There is a line that stands in my mind from one of the leading entrepreneurs in the region: there is no “wasta”—the system of favors and “Who do you know?” that has driven so much of life from getting into a good school to finding a good job—on the internet. A similar sentiment was expressed by the new regional head of LinkedIn, who noted that platforms like theirs emphasize transparently connecting job seekers based on their real skills and performance. Millions of people are using social networks, YouTube, and hundreds of startups in the region to take control of and improve their own lives. Perhaps this new generation will build new models of economic success despite the daunting challenges caused by political and institutional neglect.

				The demographics of the Middle East are most telling to me—and are a double-edged sword. The vast numbers of young people coming into adulthood mean an unprecedented talent pool to create and innovate. Traditional business models simply cannot absorb them, and entrepreneurship will have to be part of the answer. If embraced by their societies, I’d rather have this challenge than countries now facing a decrease in youth. Ignored, however, the ramifications could be more generationally catastrophic. In many ways, emerging growth markets are making specific decisions about whether to embrace the new realities of the twenty-first century or hunker down in the missed opportunities often repeated in the twentieth.

				I suppose if these entrepreneurs are not embraced at home, it’s good news for Silicon Valley people like me. As Schroeder notes, there has never been a time in history where talent has been more mobile. Our doors are always open to great entrepreneurs who want nothing more than to build what was not there before.

				But a unique opportunity is at hand for any society that actively embraces it. Startup Rising offers a remarkable narrative most of us don’t consider when thinking about the Middle East. But it makes sense, and these courageous entrepreneurs and ecosystem builders are clearly on the right side of history.

				Marc Andreessen

				Palo Alto, California, 2013

				

			

		

	
		
			
				Chapter 1

				Celebration of Entrepreneurship

				I sat, jet-lagged, in a small conference room, watching the desert sun sink toward the western horizon. It was my first trip to the Middle East in over a decade, and I had forgotten how hot it could get there even in November. Last time I had been a tourist—all antiquity, pyramids, and museums in Cairo. Now I was a seasoned internet investor, board member, and entrepreneur, attending one of the first region-wide gatherings of tech startups in Dubai. The looming skyscrapers and business towers before me had been barely an architect’s dream during my last visit. Now, only the heat was familiar. By the end of this conference, virtually all my preconceptions of the Middle East would be thoroughly altered.

				As if on cue, a flowing figure in black glided before me like a phantom. She sat beside me, shoulders proudly back, dressed in the traditional head-to-toe abaya that revealed only her face and hands. She said she was a university student in Saudi Arabia, and while there had designed a luxurious leather carrying case for mobile devices like smartphones and iPads—complete with a battery pocket to keep them charged. She asked whether I thought this was a good business idea.

				I have happily listened to hundreds of ideas, investment pitches, and calls for mentorship throughout my career. It’s inspiring to meet people trying to start something from scratch, with the odds so strongly against them, and it’s gratifying to flatter myself that my nearly two decades of business experience might materially help these budding entrepreneurs. But on this day in 2010, my first mentorship experience in the Middle East was unnervingly different.

				Fumbling for a coherent answer, I asked a few questions about her background and the genesis of her idea and offered some generic encouragement about following her dreams. She nodded politely, but with a palpable sense of boredom. “Thank you for that,” she said. “It is very helpful. But I should have been more precise. I have a pre-order for a thousand units, and this leaves me with a dilemma. There are four low-cost manufacturers in China who are enthusiastic about doing business with me, but I am nervous about having my suppliers so far away. Should I risk manufacturing my idea with people I don’t know very well, or should I raise the roughly $45,000 I’d need for machinery and then hire a young woman I know locally to handle production?”

				I was stunned. Before me was a young, Saudi Arabia–based, tech-savvy woman entrepreneur looking to expand her operations globally. This was not the Middle East that I had been taught to expect. It was not the Middle East that my Western peers, even the most sophisticated businesspeople, knew. In fact, her story shocked even many of my skeptical friends in the region when I later described her.

				One of the other young entrepreneurs in the room, the founder of a computer animation startup based in Syria, sensed my amazement. Eerily resembling a younger Leonardo DiCaprio with a ponytail, he winked at me. “There’s a lot going over here, right sir?” Right.

				I was in Dubai because I have been a successful entrepreneur and sometimes successful investor in many startup companies. I’ve played the roles of leader, board member, mentor, and amateur psychologist. I know the high of watching customers flock to a new product, and the gut-wrenching terror of realizing that even a small mistake on my part could cost my employees their livelihoods. When I talk with young entrepreneurs so passionate about technology and the internet that they can’t imagine doing anything else, I am conversing with a sister or a brother. I know what they’re in for, and I applaud them for it. It’s a life of bold choices; one that, as the legendary founder of Netscape and venture investor Marc Andreessen reminded me at the beginning of one of my ventures, yields only two emotions: total euphoria and abject fear.

				I was there primarily, however, because of an unusual journey.

				In the United States, I am frequently asked why I care about the Middle East. My answer is usually a baffled, “Why don’t you?” It’s hard to name two regions of the world whose mutual needs, tensions, misunderstandings, and mistakes have had more impact in shaping their fortunes than these two. When I was growing up, when we thought about the Middle East at all, we generally lumped its unique cultures and histories into some simplistic context framed around the Israeli-Palestinian conflict or the Iranian Revolution. In college, I had a brilliant roommate who had recently escaped civil war–torn Lebanon with his family. When our late-night bull sessions turned to the Middle East, he tried patiently to teach our dorm-mates about the nuances of the region and how we were viewed there. One night, one of our classmates turned to him, as if the West had had no responsibilities for the region’s challenges and said, “There is no hope. We should build a wall around the region and let you just figure your own shit out.” There was embarrassed silence, but none of the rest of us had anything more sophisticated to offer our exasperated friend.

				In the following decades, America’s economic and strategic connectedness to the Middle East continued to increase. The accompanying tension and confrontation reached their apex in the terrible and brutal shock that was September 11. By that time I was a well-travelled executive. I understood that engagement and problem-solving anywhere required sensitivity to the countless big and small distinctions on the ground—that the most creative solutions were rarely one-size-fits-all. I had just joined the Young Presidents Organization (YPO), which has nearly 16,000 CEO members from around the world. The group’s mission is less about business networking than building connectedness and understanding among senior executives. In 2003, a fellow U.S. member introduced me to other members from the Arab world. We collectively decided to form a sub-group of U.S. and Arab CEOs to help each other learn and understand our various cultural perspectives.

				“The purpose of our group,” as one Arab member more colloquially but accurately described later, “was to convince one another after September 11 that we’re not all assholes.” About two dozen of us met as often as three times a year—once in New York or Washington, once in Europe, once in the region. We got to know each other personally, and debated with outside experts. Most importantly, we learned about the unique problem-solving under way in both regions, well below the radar of the broader political narrative of economic aid and potential military conflict.

				Two members of this remarkable group stood out. Lebanese-­Jordanian entrepreneur Fadi Ghandour had built Aramex, the region’s largest FedEx-like logistics and transportation company. Just over 50, he has the lean figure and tenacity of a man who swims two miles each morning regardless of what time zone he’s crossed that day. Arif Naqvi had founded the Abraaj Group and built it into one of the largest private equity investment firms among all global growth markets. His legendary twenty-hour days underscore his insatiable curiosity about newly opening and changing worlds. They met when Arif invested in Fadi’s company, and soon became close friends. They shared a passion for the broader societal impact of business, and led innovative corporate social responsibility initiatives around the Middle East. And as they compared notes on their teenage sons, how their lives were structured around and changing due to technology, they became convinced that they were witnessing an age of unparalleled historic opportunity.

				During our YPO gatherings, they championed the rise of young tech-driven entrepreneurs throughout the developing world—especially in the Middle East. They believed that there were now significant opportunities for young people to create and build businesses that did not exist just a few years ago. A rising generation was demanding a different and better life than their parents’, they argued, and they expressed these demands through the businesses they were creating. For Naqvi and Ghandour, embracing these entrepreneurs was nothing short of embracing the potential for a new Middle East. And they are putting their money and time where their mouths are. Both are leading go-to figures in the region, investing in, mentoring, and connecting regional tech-based startups. In the summer of 2010 they joined forces to hold what they called the region’s first “Celebration of Entrepreneurship” in Dubai, an event that perfectly symbolized their beliefs. “You have to come and see this for yourself, man,” they emailed me in invitation. I was skeptical, but most of our group knew we needed to be there.

				The sold-out gathering had all the earmarks of a typical Silicon Valley event: more than 2,400 eager entrepreneurs and investors—most of them young and tethered to their mobile devices—sharing, debating, and connecting. There was the requisite hip music. Been-there/done-that speakers mixed with kids who were new to the game, dashing out ideas on whiteboards and rallying each other to new ventures. Yet the participants weren’t familiar U.S. internet startups but a new generation of entrepreneurs from the Arabic-speaking Middle East. The music wasn’t LA hip-hop but Arif Lohar, a leading Pakistani folk/fusion artist, whose band’s vibrant rhythms combined with the vocals of Meesha, a stunning pop singer and top star in the region. They rocked the house with Urdu lyrics expressing love for and thankfulness to God.

				Nobody discussed politics, religion, or historic obstacles. Instead, all they wanted to do was invent and build new businesses.

				The Celebration of Entrepreneurship set me on subsequent journeys beyond Dubai—to Cairo, Amman, Beirut, Istanbul, even Damascus—and I saw similarly talented, successful, and intrepid entrepreneurs by the thousands, all driven to build, all willing to face the cultural, legal, and societal impediments inherent to their worlds. Just as importantly, I saw major global private equity and venture investors and tech companies like Google, Intel, Cisco, Yahoo!, LinkedIn, and PayPal among others making significant bets, and doubling down on earlier investments, despite uncertainty in the region.

				Fadi’s and Arif’s instincts were, of course, prophetic. Only three months after the Dubai event, many of these same young people we met were protesting in Tahrir Square and other cities throughout the region, demanding open societies that would allow them to prosper.

				l

				Before Dubai, my own instinct was to summarily dismiss the likelihood that Ghandour and Naqvi were right. In retrospect, I attribute this not only to my own regional bias, but also to the fact that I ignored everything I was witnessing in my own daily work running internet companies. I knew—as well as anyone—what level of innovation individuals are capable of when they build connections and share collaborative experiences through technology, no matter where they live. I should have known better.

				My start in the early days of the internet was deeply personal. Within eighteen months in the late 1990s, I learned that my best friend suffered from crippling bipolar disorder and my mother-in-law was diagnosed with lung cancer that had spread to her brain. I am the grandson of Italian immigrants, so depression was not a disease, but something to “suck up.” Cancer was only discussed in hushed tones among family and left in the hands of the doctors. Shocked by what turned out to be death sentences for both people I loved, I turned to the internet to try to understand things outside of my comfort zone.

				This was nearly a decade before social networks, but I found small communities of people online who were going through similar experiences. We never knew each other, but in the months to come we taught each other, pointed each other to resources, and supported each other in troubling moments. When my loved ones lost their battles, these communities helped me process and mourn. I was a smarter, better informed, more sensitive support to my family and friends because of these connections. And I had no doubt that technology was unleashing not merely tools of convenience, but entirely new ways to share insight, build relationships, and take action. “You are not alone. You are not crazy. Actions you take can make a difference because others like you did the same.” This has since become my stump speech on what this technology means for us. It was empowering and signaled a power shift. We as individuals could demand the transparency and make the connections to help us act. The world would change.

				Some years later, a group of like-minded entrepreneurs and I decided to put our personal and professional experiences to work. We launched one of the first social platforms in health, HealthCentral.com, to aggregate “patient wisdom” in safe and trusted environments. Our company consisted of nearly fifty individual web and mobile sites where people who had “been there” could share their condition-specific experiences. We convinced some of the leading investors in the internet and media worlds to back us. Through the tumultuous ups and downs that characterize most startups, our platform grew to engage over 15 million people monthly. We were inundated daily with stories of people emboldened to step up, help each other, and better their own health as well as that of their loved ones.

				It was on a chance trip during my tenure in my previous company—Washingtonpost.Newsweek Interactive—that the global ramifications of technology and collaboration hit me like a two-by-four. The Washington Post’s gracious and forward-thinking chief executive Don Graham asked me to visit Tokyo, Seoul, and Helsinki to get a closer look at these rapidly changing and advanced broadband and mobile societies. I spent several weeks with established CEOs and upstarts, thinkers, business professors, and students to see how they bought and used technology.

				The cultures, histories and approaches in these countries are quite different from those in the United States. But the groundwork for social networks, mobile e-commerce, mobile texting, and shared video were well laid there several years before they became the norm here. My greatest epiphany, however, was that in expecting to see everything technology—a tech-powered, Jetsons-like world—I was unprepared to see almost nothing. Technology in these societies had become like water or electricity. People assumed its availability and simply embedded it in their day-to-day lives. Many were puzzled as to why I had made these trips at all. A diffusion of innovation—due to exponentially increasing access to information technology—was allowing entrepreneurs to create, collaborate, and affordably scale business to solve local, regional and even global problems as never before.

				These societies were electrifying. And I began to wonder even then: what will happen when every country has similar access to these technologies?

				The West tends to look at the world through the prism of its own successes, and believes that it has a monopoly on innovative ideas and entrepreneurship. Nothing amuses the entrepreneurs I meet around the world more than when some U.S. politician refers to entrepreneurship as a “leading American export,” as if other, thousands-of-years-old entrepreneurial cultures have only recently discovered it. And one of the most common questions I hear from American entrepreneurs, investors, and policy makers as they consider looking at new growth markets is, what will be the “next Silicon Valley” of a certain region or country?

				For all the hype, hubris, wealth, and celebrity associated with “the Valley,” it remains an extraordinary place. It stands alongside Periclean Athens or eleventh-century Andalucía or Renaissance Florence for its raw, competitive, innovative zeal, which has utterly changed the world we live in. One cannot avoid stepping off a plane there without almost feeling the ubiquity of drive and innovation in almost every conversation in every restaurant, coffee shop, or bar.

				Ben Horowitz, the former CEO of the tech juggernaut Opsware and co-founder of one of the most successful venture capital funds, Andreessen Horowitz, told me that what people most often underestimate about the Valley is the pure network effect of talent that is drawn to it. “Extraordinary engineering, product, creative people tend to attract the same,” he told me, “to a point now that every company is tripping over themselves to attract the best—and the best really are in control of their own destinies here because of it.” Mike Moritz, chairman of the legendary Sequoia Capital—a pioneering venture capital firm responsible for backing the likes of Apple, Google, Cisco, PayPal and LinkedIn which are among the other most successful technology companies in the world—agrees: “We try to find the most promising companies but if they are even a few hundred miles away—say Los Angeles and San Diego—our number-one challenge is to get the best people to move there.”

				“Interesting businesses are and will be created outside of the Valley, in the States and around the world,” Horowitz readily concedes. “But think of the movie business. Great films are made in many locations, but there is a reason that the vast majority of successful films—certainly in aggregate dollars—come from Hollywood. That’s where talent wants to be. There is Bollywood in India but it pales in comparison. In fact, how many technology startups outside of Silicon Valley or the U.S. have built multi-billion dollar businesses?” When I pushed venture capital investors who have opened up offices in emerging markets about why they do so, two consistent themes arise. First, they look for large market opportunities—one may lose money in a place like China, but for all its challenges it’s too big to ignore. Second, emerging markets offer outstanding engineering and call-center talent, invariably much cheaper than in the United States.

				As for opportunities for regional or even global innovation from the emerging worlds? “It happens all the time, especially for services aimed at local or even regional needs, which explains Alibaba, Tencent, and Baidu in China,” notes Moritz. “But Silicon Valley has always been a magnet for immigrants. It’s the place where raw technical abilities will always be embraced by successful companies and worldly leaders.”

				But what happens when the vast majority of talented people don’t want to move—when they not only want to stay home, but are driven by almost patriotic passion to make change where they come from? The real question going forward won’t be whether Silicon Valley is the only game in town or where the next one will crop up. Rather, it will be how rapid and inexpensive access to its innovations in software and devices will create new, multiple “hubs” of innovation in every corner of the globe. This will also challenge the West’s definition of “innovation” as only the next shiny new thing. The word has different ramifications in emerging markets that are gaining ubiquitous access to software and devices for the first time. These markets create innovative solutions for their own challenges and opportunities. From their unique experiences and circumstances, in fact, their solutions may one day be adopted globally.

				What if information technology could make geographic proximity and network effects of talent less important? We know this is already happening in our day-to-day lives. Skype, group chat, social networks, collaborative software, and other, ever-advancing video connections are already mainstream and improving daily. They have had clear impact on the social and political dialogue in every country where they are embraced. They create hubs of action in many walks of life—like the health seekers on HealthCentral—unimagined even five years ago, and tweaked by individuals to better attune them to local and regional cultural needs and norms. These experiences may not yet be as ideal as face-to-face proximity, but for a new generation raised on them, and by breaking down barriers of distance, might they be plenty good enough?

				There is precedent for how local need-solving becomes globally competitive innovation in the hardware business. Certainly no one in the early 1980s would have expected Japan or Korea to become a dominant player in mobile devices and consumer gaming. Who would have imagined that Finland, a country known mostly for wood products, would create Nokia—a company that first used mobile communication to facilitate connections between forestry and milling locations hard to reach with traditional telephony?

				Safaricom in Kenya (40 percent owned by Vodafone) in 2011 launched the first step in a global roll-out of smart phones for less than $90. Their screens are smaller than the iPhone’s, their processing speeds lower, but they are genuine computing devices in the hands of people who never had access before. Over 350,000 were sold within several months. Basic cell-phone penetration in Egypt, a land of 80 million people with annual per capita GDP under $6,500, is over 115 percent. The penetration numbers hold true throughout the Middle East. Yet currently only 8 to 12 percent of these users have access to smartphones. Can we fathom what kind of innovation may come from countries—those that never even knew landlines—that attain mobile smartphone computing access of 50 percent or more of their citizens? Mobile experts told me we could see $50 smartphones within three years to help drive this adoption. Should we be surprised that Kenya, with no legacy of wired telephone service and limited banking services, would be the birthplace of the mobile payments company M-Pesa—representing today nearly half of all mobile payments in the world, and processing 20 percent of the country’s GDP?

				Moritz concedes upon further reflection, “I’ve found in my travels that if you put great entrepreneurs from any corner of the world in the same room with each other, they are quite similar even if their mother tongues, religions, and colors are different. They look at the world, problems, and opportunities the same way. Their minds, their energies, and their desires to succeed are a lingua franca. They talk to each other as if they’ve known each other their whole lives.”

				Peter Thiel, the provocative but undeniably successful venture investor—an early backer of payment innovation companies like PayPal and Square, as well as social networks from Facebook to LinkedIn—seeks what he calls, “unobvious connections.” Comfortable in the narrative of its own entrepreneurial success and relative absence of clear new competitors outside of its borders, the West may be missing an “unobvious” opportunity of historic proportion. We see innovation being harnessed in corners of the world all but until recently written off economically. We see rising middle classes across emerging markets. The ramifications should be clear.

				l

				Is any of this, however, truly possible and scalable in the Middle East? In the face of brutal oppression in some nations and political uncertainty throughout the region, it’s hardly an idle question. Added to political instability, the gap between the mega-wealthy and the desperately poor throughout the region remains shocking; education and literacy offer profound challenges. Corruption, high unemployment, heavy reliance on government largesse, archaic and often indecipherable rules of law, and cultural resistance to investing beyond fixed assets are all daily realities. For all the enthusiasm that came with the Arab Spring, Arabs are still debating vehemently the kinds of societies and governments they will create, what role religion and women will play, and how business practices will be proscribed. One need only spend a few days in Amman or Cairo, going through metal detectors in every restaurant, hotel, and tourist destination, to sense how the political and social realities can keep risk capital—and, indeed, business itself—sidelined.

				There is no doubt that the political apparatus and context still matter greatly. As Arif Naqvi told me, “The direction of the Middle East will be determined by whether regimes in the region realize that twenty-first-century developments should not be met by a nineteenth-century mindset—that political reform will be matched by the unquestioned economic reforms and opening-up processes of the past few years.”

				But while we must take these concerns seriously, they can also mask the three-fold hurricane-force wind these entrepreneurs have at their backs.

				First, technology offers an irreversible level of transparency, connectivity, and inexpensive access to capital and markets unprecedented only five years ago. A new generation in the Middle East, as elsewhere, has never known a world before information technology, and they have a keen understanding of how others like them live and create opportunity for themselves. They assume easy access to inexpensive technological, social, and collaborative tools to create businesses and affordably access once unreachable customers and markets regionally and abroad.

				Second, this generation benefits from regional and global capital now more comfortable with political risk. Twenty years of experience in other emerging markets such as the BRICs (Brazil, Russia, India, and China), all but dismissed as economic engines less than a generation ago, has laid important groundwork. Nearly all of these countries were, and remain, equally marred by political uncertainty, opaque governments, corruption, and weak infrastructures. Yet significant investor returns there have established a comfort level with emerging markets across all sectors, and suggests sustainable economic opportunity could happen in the Middle East even more rapidly.

				Third, changing market dynamics, growth, and opportunity in the Middle East were in motion well before the uprisings. As Vali Nasr, dean of John Hopkins School of International Studies, wrote in The Rise of Islamic Capitalism, his recent book on the macroeconomic rise of the Middle East, the demographics are staggering: “In 2008 the GDP of the economies of five of the largest countries in and around the Middle East—Egypt, Iran, Pakistan, Saudi Arabia, and Turkey, with a combined population of 420 million—was $3.3 trillion, the same size as that of India, which has three times the population.” He adds that the Arab world alone has over 350 million people, nearly twice the size of Brazil; a GDP larger than Russia and India, and per capita GDP nearly twice China’s. Disposable income has grown 50 percent over the past three years, to over $1 trillion in 2012. It’s a young market, with over 100 million people under the age of 15, who love their connectivity and mobile phones.1 Social media usage passed 25 percent in 2011, growing 125 percent year over year. The region has a tradition of entrepreneurship thousands of years old, and today more college and graduate students and engineers are turning to startups and medium-sized ventures than ever before. Even in countries with broader macroeconomic challenges, entrepreneurship has not only been a question of innovation but one of survival.

				And this new generation is hungry. If there was one universal sentiment that connected every young entrepreneur I met it was this: their revolution was not merely about overthrowing longstanding dictatorships, but challenging a generational premise and complacency of their parents that things could not change. “Why should we accept mediocre jobs in lumbering large companies or the government—assuming we can even find those?” one Jordanian founder told me. “In fact, I don’t understand why my parents accepted it!” One of the most common themes in emails I received during and after the Arab uprisings was a disdain for the word “stability.” As one Egyptian executive wrote me, “It’s not that we don’t appreciate stableness—that the most successful ecosystem for entrepreneurs has this at their foundations. It’s that the word ‘stability’ was used by the regimes and our parents as an excuse for accepting an unacceptable status quo. We can be better.”

				Even with all its fits and starts, recent events in Tunisia, Egypt, and elsewhere in the region have only convinced this generation that what once seemed impossible is, in fact, attainable. The protests have unified them in the conviction that what they are building is part of national and cultural missions. As one of the Egyptian entrepreneurs texted me from Tahrir Square during the protests, “I have always been proud to be Egyptian, but this is the first time I love my country. My work is Egypt’s work.” Another tweeted me more recently, “I will keep on saying this. Youth entrepreneurship is key in creating a long lasting impact in the Arab world!”

				These entrepreneurs come from every walk of Arab life. They are women and men; devoutly religious and culturally Islamic; college educated and self-taught; young and old and from literally every country in the region. They are above all realistic about the odds against them, yet unfazed by the political and infrastructural barriers. They view the recent political change as an unprecedented opportunity and, in some cases, confirmation of their efforts over many years. They are unleashing social and economic forces that will create the foundations of a new Middle East. These forces will build and evolve over years, but will be accompanied with a speed and transparency through technology that will hold any leadership, and themselves, to instant accountability. These entrepreneurs are not naïve. They expect setbacks. But they believe they are on the right side of history.

				So to me, the most interesting question of all is, why wouldn’t the Middle East be ripe to unleash a new era of tech-based entrepreneurship and innovation of the sort that has driven growth and job creation around the world?

				l

				I first began to piece together these questions sitting in the “network café” at the Jumeirah Hotel conference center on the second day of Celebration of Entrepreneurship, soaking up a large cappuccino amid young people head down over their BlackBerrys and iPhones. Dubai is a strange blend of familiar and surprising, a place one of my friends who recently moved there called “Vegas on steroids.” Everything in the city is new and opulent, and as convenient and organized as a newer American city. Western shops are fronted by elegant billboards plugging regional cell phones, airlines, and hotels. A nearby luxury hotel has that view of the Gulf with a helipad seemingly suspended in mid-air, famous from luxury magazine ad campaigns with celebrities like Tiger Woods hitting golf balls over the edge.

				Our conference center, like much of Dubai, was a wind-swept desert less than two decades earlier. Dubai City had grown from a few hundred thousand people to over two million in the same amount of time; currently less than 20 percent are indigenous Dubains, while the balance of the population hail from a hundred other countries. In a short time this multiethnic society had built the world’s largest skyscraper and indoor ski complex, and an artificial reef filled with luxury villas that is shaped like the world when viewed from space. It was almost impossible to find a restaurant featuring local food, and my hosts scheduled me for successive nights of Chinese, Thai, and French cuisine, and the first Argentinian churrasco I’d had since my last visit to Buenos Aires. Dubai is an entrepreneurial city built by and for entrepreneurial dreamers. It was a perfect setting for this gathering.

				At a table across from me was a young Kuwaiti, still amazed that more than a million people had downloaded his mobile game apps over the past two years—apps he’d created for his own amusement. He sat across from a 19-year-old coffee entrepreneur from Yemen who insists that every aspect of his operations (including packaging, which most producers outsource to China) be done in his own home community. Joining me for tea was that young, ponytailed DiCaprio lookalike whose Damascus-based computer animation company creates cheap, elegant short films for television, the web, mobile devices, and social networks. Running to a session speech, I was cornered by a stocky, affable thirty-something Egyptian entrepreneur with a shaved head who has developed technology to blend air into shower water in order to dramatically reduce water consumption, an obvious advantage in the Middle East. He handed me his business card, of which I’d received over 100 in my first day, because he wanted to pitch me later and talk about how best to gain patent protection. I never found that young Saudi woman with the luxury charger in the packed crowd, nearly a third of whom were women with their own ideas.

				As I wandered through the long hallways lined with young people, I noted the energy of everyone—some in suits, others in jeans, still others in traditional Arab business dress and head scarves, all in animated chatter among themselves or on their mobile devices. There was a mobile text question-answering founder who wondered how much money he could raise. There was an entrepreneur with an innovative way to send and confirm documents securely on computing and mobile devices wondering when and how to staff up ahead of sales. The inventor of an iris-recognition technology wanted to know the best partnerships and reasonable business terms allowing him to offer his services to airports. All shared the common worries—do I have enough time? Will I make the right trade-offs? What if I fail?

				Upon my return to the United States, I wrote an article for my former bosses at the Washington Post describing what I had just seen. The reaction to the piece was one of the largest and most moving of anything I had written. Experts in the Middle East economies and policies from leading “think tanks” and successful global venture capitalists and investors asked me if what I saw was large-scale and sustainable. Countless people in the region wrote in appreciation of the piece, all saying in some form, as one entrepreneur from Ramallah did: “Finally someone is telling our story.”

				Apparently the U.S. Department of State was also paying attention, because a month later, I was invited to return to Cairo by State’s Global Entrepreneurship Program to be a judge for one of the first startup competitions there. My fellow judges included Austin Ligon, entrepreneur and founder of CarMax; Seth Goldstein, a successful serial Silicon Valley and New York entrepreneur and blogger who subsequently co-founded one of the hottest new music blog companies, DJZ; Faysal Sohail, a leading Palo Alto venture capitalist; as well as a top New York investment banker, an MIT management scientist, and other emerging market investors, among others. All were widely traveled, and had a sense that something new was happening in the region. Most had seen and even successfully invested in entrepreneurs in other emerging markets with their own versions of infrastructure, corruption, and cultural barriers. Over the course of four days we drilled into 32 presentations to find two winners, culled from hundreds of applications of web, mobile, and hardware startups throughout the country. The narrative I had seen in Dubai was in full force in Cairo.

				On January 17, 2011, I had an experience that suggested how the nascent entrepreneurial revolution in the region is interconnected with something bigger. I left my fellow judges in Cairo after the competition to visit Damascus, a historic city with its own brewing narrative of entrepreneurship. Young entrepreneurs were harnessing remarkable technology, despite government restrictions on mobile access for data and social networks like Facebook. Notwithstanding these limits, when I walked past the desk of the warm and stylish boutique hotel in the old city—one of over 65 that had been opened in recent years—I invariably saw young people with their Facebook pages opened. I remember one internet advertising startup founder telling me, “The rules are a pain, but we figure it out.” That evening, I met several young Syrian entrepreneurs and more senior business executives for drinks at the sleek, modern Four Seasons Hotel below the hills and a few miles from the Old City. The large bar area was thronged with a noisy crowd of executives from many countries, buzzing over their interests and dealings. All at once, silence fell. People studied their mobile devices, mouths agape. There was a pause for what may have been seconds, but it felt like minutes. Then everyone started speaking at once, saying the same thing in different languages: “He’s gone. He’s really gone.”

				Zine el Abidine Ben Ali, Tunisia’s dictator for more than two decades, had boarded a plane almost certainly leaving Tunisia forever. Within minutes, I received a text from Ghandour: “This is the biggest thing to happen in the region. Watch it closely. Bigger than your Iraq invasion. Bigger than the ‘67 Arab-Israeli War. People want change, and this will change things everywhere.” A few weeks before, a young, educated man with few economic prospects and no job had set himself on fire in protest to being fined for merely trying to open a fruit stand without a permit. That one act had spiraled into this moment. All my drink-mates were in awe that a seemingly small protest could lead to this. Anything seemed possible.

				Two days later I returned to Cairo for a last dinner before I was to fly back to the United States. At the table were experienced business professionals in their forties or older, a few government officials including representatives from the U.S. Embassy, and two young entrepreneurs from the competition. Tunisia was the central topic of conversation. “Sure this is big,” one U.S. official told me, “But Tunisia isn’t Egypt. Mubarak isn’t Ben Ali. The army will never allow anything like this to happen here.” I looked over at the young entrepreneurs, and one leaned over and said, “I don’t know. Maybe they are right. But I’m not certain why we are that different.”

				Within a month, after 18 days of demonstrations, Mubarak resigned as president. A year later, he was serving a life sentence in an Egyptian prison amid rumors of his imminent death.

				l

				Syria, of course, is also the cautionary tale—a country of globally competitive talent and passion stifled first by government control and then squashed, for now, by government brutality. The most talented and creative entrepreneurs I have met there have either left for Dubai or other countries in the region or have dived deeply under cover. Some have been killed. The narrative of civil war and sectarian violence, the go-to expectation of so many in the West, seems to be playing out—and may very well win. But I do not bet on this over time.

				“I have found that in the long run over history, when societies have a choice between taking their own destinies into their own hands or national suicide, it’s not a good idea to bet on the latter,” author and global policy expert Parag Khanna told me over a long afternoon of tea in the spring of 2012. He knows of what he speaks. Having lived in and traveled to almost every corner of the world—on the road 300 days a year—his books like The Second World are almost prophetic regarding the rise of emerging markets as central players on the world’s stage. “What so many fail to understand,” he says, as he stares hard into my eyes, “is that psychological barriers are dropping all over the world. The conspiratorial legacies of the Cold War—especially in the Middle East, Africa, and Latin America—are yielding to a new expectation of greater self-reliance.” He added with a smile, “When you no longer think of yourself as just pawns in a superpower battle, or playing a rigged game, you want to step up.”

				Clearly something is afoot. Business, investment, and political leaders in the region and around the globe have a historic, and perhaps unprecedented, opportunity to embrace these young entrepreneurs as good investments on the ground floor of a much bigger world. At the same time, they can embrace these innovators and risk takers as central to truly new societies and economies in the Middle East. They have an ability to side with a new generation which is tirelessly and unrelentingly committed to offering paths to different and better lives. And in the active encouragement of this new era of entrepreneurship in the Arab world lies the foundation of global innovation for and from the Middle East.

				Personally, I will look at the modern history of the Middle East as beginning at that conference in Dubai. While economic success is hardly assured there, the rise of a new generation of business entrepreneurs cannot be ignored. I decided to dedicate a year of my life to exploring the strengths and limitations of the rising entrepreneurial ecosystems of the region, and to shining light on a few of the thousands of young entrepreneurs. They are all not only innovating local, regional, and global enterprises, but they are also working to solve some of their long-ignored social and infrastructural challenges. I wanted to better understand the surprising power of the role of women and religion among these entrepreneurs. And I wanted to learn more about why many global technology juggernauts are doubling down in the region during this time of uncertainty. I hope that this book will encourage others to take a deeper look at this historic regional change and in turn provide the “a-ha!” moments I have experienced, and open minds to the unprecedented possibilities arising in the Arab world.

				As such, Startup Rising opens itself up to challenges. As a matter of scope, I have focused on the Arab worlds—primarily Egypt, Jordan, Lebanon, Saudi Arabia, and Dubai—but mean in no way to give short shrift to similar remarkable and significant activities happening in the other Emirates, North Africa, the Gulf, Turkey, and even Iraq and Iran. The extraordinary ecosystem that is Israel has been well examined in Dan Senor’s and Saul Singer’s definitive Start-up Nation and many research studies and articles. Even so, experienced Middle East scholars and broader political scientists may argue that what I have seen represents a small fraction of Arab society and will be a sideshow to the traditional power politics of the region. Thoughtful economists and experts on emerging markets may well add that tech entrepreneurship cannot create enough jobs regionally fast enough, let alone compete globally with the more open societies of the West. Successful investors in emerging markets may argue that there simply are safer bets in other developing countries. And they may all be right.

				But they should reconsider.

				I offer no crystal balls here but, rather, hope only to challenge the traditional narrative of the Middle East in light of substantial and swiftly growing access to rapid technological change. To seek precedence and parallels in the past is safe, easy, and comfortable. But it is also what led some of the greatest minds to predict the strength of Mubarak’s position just weeks before he fell. As the great automotive visionary, Henry Ford, is said to have, perhaps apocryphally, noted, “Had I listened to the market at the time, I would have built a faster horse.”

				Contrasting the potential of these entrepreneurs with tumultuous and unsettling events in Cairo, Baghdad, and Aleppo, I have often thought of a quote in a different context from a more recent visionary and descendent of Syrian immigrants, Steve Jobs: “And no, we don’t know where it will lead. We just know there’s something much bigger than any of us here.”2
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