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Abstract

Purpose – This paper aims to adopt a practice-theory, “site ontology” perspective to understand how venture
capitalists (VCs) add value to their portfolio companies (PCs).
Design/methodology/approach – The empirical research involves a field ethnographic study of a VC firm
in Dubai, focused on revealing what constitutes value and what VCs do to add this value to their PCs.
Findings – Value adding is a profoundly social, embedded process interconnected with other ecosystem
actors, investment practices and organizations. The value adding threads of VC activity are part of a holistic
configuration of practices that span the investment lifecycle and different levels within the firm.
Originality/value – This research contributes a rich account of the social, symbolic nature of VC activity,
depicting the everyday activities that comprise value adding practices. It is among the first to introduce
practice theory to the VC context and open up a new conversation about its social ontology.
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1. Introduction
The concept of value is fundamental to entrepreneurship and entrepreneurial finance. In the
course of an entrepreneurial journey from initial idea to a viable venture (McMullen and
Dimov, 2013), as a venture builds traction and achieves milestones, its value increases in that
it moves closer to realizing its potential. For companies (ventures) backed by venture capital
(hereafter, VC), it has been recognized that venture capitalists (VCs) add value through their
involvement in the development of these companies (Gorman and Sahlman, 1989). Indeed,
they provide oversight and governance (Lerner, 1995), serve as sounding board (Macmillan
et al., 1989), and help professionalize the company (Hellmann and Puri, 2002).

These insights help answer the question of how VC firm add value, in the sense that they
provide categories under which to subsume a wide range of VC activities. At the same time,
they open up the distinction between formal and substantive conceptions of the question, as
outlined originally (Polanyi, 2001) for the term “economic”. In a formal sense, the term enables
an understanding of economic decisions as means-ends choices. In a substantive sense, it
brings attention to the empirical reality of how people earn their livelihood, an “instituted
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process of interaction between [people and their] environment, which results in a continuous
supply of want satisfying material means” (Polanyi, 2001, p. 34). This suggests that each time
the “value adding” category is deployed there are substantive links through which it
manifests itself as a localized practice. Just as “publishing a paper” masks the diversity of
practices of individual scholars and scholarly communities, so there is diversity to be
unmasked behind the “value adding” role of a VC firm.

This research seeks to provide a substantive answer to the question of howVCs add value.
This takes the authors to the realm of practice theory as a holistic account of the meaning of
human activity, entwined with the social “site” in which it takes place (Schatzki, 2005). This is
a departure from the implicitly formalist focus of current VC research. Fieldwork at a leading
VC firm in the Middle East and North Africa (MENA) region shows the complex and vibrant
nexus of practices that make up VC activity. Ultimately, it is shown that the value adding
threads of this activity are part of a holistic configuration of practices that span the
investment lifecycle and different levels within the firm.

This original work contributes to research on VC a rich account of its social, symbolic
nature. Specifically, it provides a substantive understanding of VCs’ value-adding practices
by depicting the everyday activities that comprise them and the wider social context in which
such activities are intelligible. In other words, it opens the “black box” of VC value adding by
moving away from its abstract, subsuming category to reveal the specific, multitude of ways
in which real concrete practices unfold, rather than looking at the value adding activity as
monolithic entities with objective properties. Also, it takes a distinct view, through a
practice-based lens, to understand the situated nature of VC practices. As such, this paper is
among the first to introduce practice theory to the VC context and open up new conversation
about its social ontology.

2. Background
In this section, two perspectives on venture capitalist (VC) value adding are brought together to
prepare the ground for the empirical work. The first reviews the literature that examines VC
value adding from what is considered to be the traditional approach to studying VC activity,
namely one that grounds social phenomena in individualist tenets of purposeful action. This
perspective provides important language of the category of activities that VCs perform. The
second perspective articulates an alternative approach to the study and understanding of VC
value adding (i.e. practice theory), which highlights the social nature of human activity and
rests on a different core logic of how to understand activities through context.

2.1 Nature of venture capital activity
VC represents a specific form of private-equity investment (i.e. in companies not quoted on a
stock market) focused on early-stage or expanding businesses with high growth potential
and associated high risk (Sahlman, 1990). VC plays a crucial role in the entrepreneurial
process by providing funding and managerial support to entrepreneurial firms, with the aim
of boosting their growth and global impact (Landstr€om, 2007). The investor’s aim in each case
is to obtain a high return on their investment (in the form of capital gain). This entails seeking
an exit from the investment after five to seven years through strategic sale to an acquiring
firm or an initial public offering (IPO).

The value-adding stage (in the post-investment but pre-exit stages) of the VC investment
process is reflected in the differential between the price at which the VC investor acquires
their shares in the company and the price at which they sell their shares at exit. To say that a
VC investor has added value is to claim that this differential would have been lower without
the investor’s involvement or that the company would not have exited at all.
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The global spread of VC (NVCA, 2019) invites the authors to develop more contextual
understanding of how VCs work in different social settings. This requires a more explicit
account of VC investing as a social activity and – to describe it and explain it in such terms –
researchers need to consider the basic premises from which they theorize the social.

2.2 Traditional approach for studying VCs’ value adding
The value-adding activity of VCs has attracted much interest in the academic literature. Prior
research has defined the various activities performed by VCs, the level of involvement,
determinants and consequences of VCs’ involvement with portfolio companies (PCs), as well
as some of the mechanisms through which VCs can add value to these companies. Some
studies have played a foundational role in determining what VC investors do by highlighting
the nature and level of their involvement with PCs (e.g. Gompers et al., 2020; Proksch et al.,
2017). It is well established that VCs play strategic (insight), operational (monitoring),
resource acquisition (networking) and interpersonal (mentoring) roles (e.g. Sapienza et al.,
1996). Such roles are also played by other early-stage investors such as business angels
(Politis, 2008).

Other studies have examined the factors that influence VCs’ level of involvement in
entrepreneurial companies, paying particular attention to the characteristics of those
companies. They consider the level of involvement as related to agency risk (e.g. Sapienza
et al., 1996), business risk (e.g. Barney et al., 1989), development stage (e.g. Elango et al., 1995)
and innovation level, intensity level and openness of involvement (e.g. Sapienza, 1992).
Another stream of literature has addressed the influence of VC characteristics, such as
reputation, on the intensity of VC involvement (e.g. Gompers, 1996) and VCs’ selection
behaviour (e.g. Knockaert and Vanacker, 2013). Researchers have also acknowledged that
VCs’ level of involvement is contingent not only on PC and VC characteristics, but also on the
institutional context in which they operate (e.g. Bruton et al., 2005; Devigne et al., 2013).

A further stream of literature investigates the consequences of VC involvement on the PC,
such as access to financial resources (e.g. Vanacker et al., 2014), innovation (e.g. Hellmann and
Puri, 2000) and growth (e.g. Quas et al., 2020). Attention has also been paid to the various
ways in which value can be added through the VC-entrepreneur relationship by highlighting
the importance of commitment and relational capital (e.g. De Clercq and Sapienza, 2006),
procedural justice (e.g. Busenitz et al., 2004) and knowledge dynamics (e.g. De Clercq and
Dimov, 2003, 2008) The value of VC involvement is higher when a venture pursues a more
innovative pathway and when there is harmony in the relationship between the VC and the
PCmanagement, asmanifested bymore frequent contact, more open communication and less
conflict (Sapienza, 1992). At the same time, dismissingmembers of the new venture teammay
have a negative effect on the venture’s performance (Busenitz et al., 2004).

While this literature provides a clear sense that there is involvement and it matters, it says
little aboutwhat VCs substantively do in adding value. As result, this unexamined territory is
referred to byManigart andWright (2013) as the “black box” of value adding. This has led De
Clercq andManigart (2007) andManigart andWright (2013) to call for more specific attention
to this area, to prise open the “black box” of how VCs add value to their PCs. Large and
Muegge (2008) echo this view in their conclusion of little consensus over the most important
aspects of value adding and advocate closer observation of the value-adding inputs by VC
firms. A particular example of this is that, where scholars recognize the role of institutional
context, they tend to focus on whether broad institutional factors (e.g. social, cultural and
environmental) can help explain variations in VC activity across different geographical
contexts. This says little about the specific mechanisms involved.

VC activity is inherently social. In seeking to understand it, scholars adopt particular,
implicit conceptions of the social as core premises of their reasoning. They do this to gain
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insights into, for instance, the value-adding roles as well as the drivers and outcomes of VC
investment. In this study it is argued that the vast majority of VC work has been grounded in
individualism (Schatzki, 2005) or a purpose-oriented theory of action, which situates the
social in “the level of the intended or unintended product of subjective interests – a common will
or distribution of values on ‘markets’” (Reckwitz, 2002, p. 246). Amajor blindspot of thismodel
is its overlooking of the sense in which seemingly individual, subjective premises for action
are in fact inter-subjective, socially situated and culturally defined. These include the actual
doings byVCs, the norms and values underpinning them, the artefacts at play in these doings
(e.g. computer software, meeting rooms) and the social, cultural and institutional premises
that give certain doings their meaning. As an example of what a different social theoretical
lensmight provide, Champenois et al. (2018) offer a closer look inside a VC firm and show that
the organization of the VC firm’s work practices enable then to develop closer relationships
with the entrepreneurs they back. In this regard, the monitoring they exert is a constellation
of more specific practices.

Furthermore, the cursory review of VC research exposes a reliance on explaining and
predicting relationships between variables through statistical analyses. As Sandberg and
Tsoukas (2011) highlight, this reflects a predominant framework of scientific rationality
which fails to capture the logic of practice. Sandberg and Tsoukas (2011) outline three issues
with scientific rationality that readily apply to research in the VC context. Specifically, (1) it
conceptualizes VC activity as distinct entities with objective properties, ignoring the
“meaningful relational totality” that VCs are immersed in; (2) it provides broad-brush
propositions, ignoring or, at least underestimating, the situational uniqueness of what VCs
do; and, (3) it excludes from its analysis the practitioner’s experience of time.

The purpose of this paper is to gain a closer understanding of how VCs’ value-adding
activity unfolds in practice. Therefore, its authors seek to apply a different lens, one better
attuned to the contextual nature of the value-adding phenomenon. With social theories of
practice offering novel viewpoints into understanding VC processes, the next section focuses
on a particular practice theory formulated by Theodore Schatzki.

2.3 Alternative approach for studying VC value adding
Schatzki (2005) proposes to examine social life through a theory of site ontology. A focus on
site ontology implies that social phenomena need to be analysed and explained in their social
sites (contexts) because human coexistence retains a natural link to the kind of context
(the site) it originates from. By “site” Schatzki (2005, pp. 467–468) means “arenas or broader
sets of phenomena as part of which something— a building, an institution, an event— exists or
occurs”. Examples of sites in Schatzki’s work include the National Association of Securities
Dealers Automated Quotations (NASDAQ) market and Shaker medicinal herbs.

Schatzki (2005, p. 471) describes the social site as “nexuses of practices and material
arrangements”.He emphasizes three important tasks to be undertaken in order to understand
a site. The first task is to identify the actions that comprise a site, the second is to identify
“practice-arrangement bundles” to which these actions belong and investigate whether the
bundles cohere or compete. The third and final task is to identify other nexuses of practice-
arrangement bundles, to which the nexuses composing the site studied, is closely tied.

Schatzki (2002, p. 72) defined practices as an “open-ended spatial-temporal manifold of
actions”. The doings and sayings that comprise each practice are linked and held together
through (1) practical understanding or intelligibility, i.e. knowledge of what to do and say and
knowing how to do an activity, (2) rules, i.e. procedures and instructions on how things are
done, (3) teleoaffective structures as the range of ends, tasks and beliefs thatmake the activity
meaningful and (4) general understandings as “abstract senses . . .They are not ends for which
people strive but senses of the worth, value, nature, or place of things, which infuse and are
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expressed in people’s doings and sayings” (Schatzki, 2012, p. 16). Examples include educational
and trading practices. In Schatzki’s words, practice constitutes “a set of doings and sayings
organized by a pool of understandings, a set of rules, and a teleoaffective structure” (Schatzki
et al., 2001, p. 61). At a basic level, a practice is a set of doings and sayings (e.g. looking at
potential investment’s financial model and looking up information on competitors). Such a set
of doings and sayings can, in turn, be part of a task (e.g. evaluating a prospective company).
The several tasks, in turn, are usually involved in the accomplishment of a project
(e.g. screening an initial venture).

In this paper, Schatzki’s practice theory is chosen over other prominent practice theories,
such as those of Bourdieu (1990) or Giddens (1986), for three reasons. First, the authors concur
with Nicolini (2017, p. 15), that Schatzki’s is “one of the strongest and far-reaching versions of
practice theories available to date”. Second, Schatzki adds analytic categories
(i.e. understandings, rules and teleoaffective structures), which help unpack and
understand what lies behind practices, provides more detailed articulation and makes it
more tractable. Consequently, Schatzki’s theory is more intuitive in its language and
structure than the monolithic analytical categories of habitus and structuration proposed by
Bourdieu and Giddens. Third, Schatzki made the practices’ teloi a main component of the
practice organization. Thus, in this paper, Schatzki’s practice theory is used as a
sense-making tool to gain a distinctive and holistic understanding of VCs’ value adding
work. Rather than seeing such work as a fixed entity with objective properties, the authors
see it as the unfolding of daily practices.

Our use of practice theory is as a foundational description of social reality and thus as a
source of basic conceptual categories with which to describe and analyse the phenomenon of
interest. In this regard, the link between this theory and the results is one of grounding rather
than correspondence. The results relate to the theory in the sense that they are expressed in
the language of the theory and it is that language that enables a more meaningful discussion
of VC value adding.

3. Methods
To answer the research question, the first author conducted a five-week case study at a
leading VC firm in Dubai, focusing on what VCs do in practice to add value to their PCs.
The VC firm is anonymized in this study as “Horizon Venture”. Studying practices through
ethnographic-inspired research allowed the authors to engage with the details of the
value-adding activity. Particularly, it allowed the authors to observe what the participants
were doing, interact with them and attempt to learn the actual value-adding practices
(Schatzki, 2005).

3.1 Research site
A VC firm in the (MENA) [1] region was considered as an appropriate empirical site for the
authors’ research interest. The choice was driven by various factors. As Landstr€om (2007)
highlights, while much is known about the VC practices in dynamic regions (e.g. Silicon
Valley and Boston), little is known about what happens in other regions. A further influential
reason was the familiarity of the first author with the context, language and culture of the
region that help her to better understand the site and recognize the participants’ implicit
meanings and feelings.

The research site is Horizon Venture, an institutional VC firm with headquarters in Dubai
and offices in Amman and Riyadh. Horizon Venture was selected for this study because (1) it
is ranked among the top 50 active VC firm inMENA (ForbesMiddle East List, 2017), (2) it has
a dedicated value creation team (VCT) to assist its PCs with their post-investment expansion
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and growth, (3) it has Horizon Enabler, which supports the development of the MENA
start-ups ecosystem and (4) the founder of Horizon, HV, is considered one of the pioneer
entrepreneurs in the region, and a successful angel investor.

Horizon Venture was founded in the 2010s with the aim to fill the emerging equity funding
gap and support the growth of the MENA region’s start-up ecosystem. At the time of data
collection, HorizonVenture had deployedmost of its first fund’s (“Fund I”) investment capital,
investing in over 20 companies, and it was in the process of launching its second fund (“Fund
II”). It invests in seed to growth stage technology and technology-enabled companies with a
focus on companies operating in the MENA region.

Horizon Venture has a sister company called Horizon Enabler [2], an ecosystem-building
firm. The Enabler was launched in the beginning of the 2010s as a comprehensive
value-adding platform to support the development of the MENA entrepreneurship
ecosystem. It sought to achieve this through media content, community-building programs
and events, research and corporate and government advisory services. Horizon Venture and
Horizon Enabler are collectively called the Horizon Conglomerate.

3.2 Data collection
As the study takes a practice perspective and practices are socially shared, it is important to
study the phenomena from multiple angles and with reference to multiple data sources.
Therefore, the data combined participant observation, semi-structured interviews and
informal talks, other primary data and archival material. Twelve interviews were conducted,
and twelve meetings attended. The collected data covers 176 pages of transcription, 70 pages
of field andmeeting notes, 27 pages of other primary data, as well as an extensive collection of
the VC firm’s related documents. Table 1 describes the data sources accessed and how they
were used.

Over five weeks, beginning the 19th February 2018, the first author spent five days per
week from 9:00 to 18:00 each day at Horizon Venture attending meetings, conducting
interviews, attending social events and having informal conversations. She was allocated a
desk at the center of the office, which she sharedwith the analyst and two longer-term interns.
The workspace was open plan with glass partitions. The layout made communication easy
and optimized teamwork and collaboration, while also offering a level of privacy to
employees when required. With few physical barriers between team members, open
communication was facilitated between the senior and junior team members. This allowed
her to clearly observe team interactions: see what they were doing, listen to their talk and
observe who was coming and going. As they set up a new account for her in the firm’s email
system, that also allowed her to understand how they communicate and how they work.
At the beginning, the team were uncomfortable with her presence in the firm and would ask
questions about her observations and notes. After the first week, however, they becamemore
comfortable, increased her involvement in meetings and gave her access to the firm’s
database.

3.3 Data analysis
The authors followed Schatzki’s (1996, 2002) practice theory framework in their data
interpretation, as it was found to be particularly suitable, given its prior application in the
context of NASDAQ securities dealers. Although the aim is to unpack a particular VC
investment practice (value adding practice) using Schatzki’s practice theory, it is crucial to
analyse and explain a social phenomenonwithin its site. This is because the social – as human
coexistence – inherently transpires as part of its site (Schatzki, 2005). In other words, this
indicates that human coexistence is inherently tied to the “mesh” of orders (arrangements of
artefacts) and practices (doings and sayings) in which it transpires.
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The analysis began by identifying and labelling the VC value-adding activities. To consider
bundles of such activities as distinct practices, the authors had to consider whether and how
these activities were held together by the four pillars outlined by Schatzki, namely: practical
understanding, rules and teleoaffective structure [3], and general understanding. This was
done in two rounds of coding, moving from specific, first-order categories to broader,
second-order categories. It is important to note that, in the analysis, the authors could draw
meaningful distinctions among activities only in terms of their teleoaffective structure that

Data source Type of data Use in the analysis

Observations (70
pages single-spaced)

Field notes from observations and
meetings: detailed record of activities,
social interactions, conversations, key
phrases and events

To capture what VCs are saying and
doing and to identify theVCs actions and
the value adding practices and material
arrangements

Informal conversations: informal
discussions with partners and
employees during work breaks, before
and after meetings

To familiarize myself with the firm’s
context and terminology, to gain trust of
the team, to discuss insights and to
clarify interpretations from observations

Pictures: visual documentation of
material arrangements created during
meetings (taking photos)

To keep a record of the practices that the
members engage in during the meetings

Interviews (176 pages
single-spaced)

Semi-structured interviews (12) with
Horizon Venture, from partners to the
analyst. The authors asked the VCs
detailed questions about what they do
and how they work. For instance, what
do you do in a typical day? And what
forms of assistance do you give your
PCs?

To capture what they are saying, to
explore the organization of practices
(rules, understanding, and teleoaffective
structure), to yield explanations and
insights unavailable from other sources
and to triangulate evidence from
observations

Other primary data
(27 pages
single-spaced)

VCT calendar (7 pages single-spaced):
record of the VCT daily activities

To keep a record of the VCT’s daily
activities, to help in asking specific
questions during the interviews/
informal conversations and to
triangulate evidence from observations
and interview data

Database content (20 pages single-
spaced): record of the content of the
firm’s database

To familiarize myself with the firm’s
context, organizational practices and
terminology, to understand how it
retains its knowledge in the database
and to identify important archival
materials

Archival material Firm-related documents: e.g. fund
administration, LPs reports, auditor
reports, meeting minutes, presentations,
investment process map, research,
valuation policy

To familiarize myself with the firm’s
context, and terminology, to identify the
VCs actions and the value adding
practices and material arrangements
and to support, integrate and triangulate
evidence from observations and
interview data

Portfolio company-related documents:
e.g. term sheets, commercial, legal, and
financial due diligence, pitch deck,
financial and business model, PCs’
updates, meeting minutes, PCs’ monthly
reports, 100-day plan

To familiarize myself with the PCs’
contexts and terminology, to identify the
VCs’ actions and the value adding
practices and material arrangements,
and to support, integrate and triangulate
evidence from observations and
interview data

Table 1.
Data sources and use
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is in terms of the specific projects, purposes or ends ofwhich theywere part. In this regard, the
other three elements of Schatzki’s analytical framework – practical understanding, rules and
general understanding – were shared elements of the field context and respondents in the
sense that they constitutedwhat itmeans to be aVC firm, to be part of Horizon Venture and to
operate in the MENA region. In other words, these other practice elements are something the
respondents take for granted and are thus less explicit in the interviews and observations.
For instance, the VC practitioners do not dwell on the fact that being a VC entails taking
equity stakes in companies and seeking to sell those stakes at a later point – this practical
understanding and associated rules of buying and selling equity stakes are implicit in
everything they say and do. Similarly, they do not dwell on what it means to be doing
business in the MENA region and on how the people in the MENA region generally see the
world through a distinct cultural lens. In this sense, these were not things to be readily
recorded as data to be analysed but implicit meaning that informs the narrative of the results.
Theywere “present” in the shared background between the researcher and Horizon Capital in
regard to what venture capital is and the culture of the MENA region.

To illustrate, the analysis consisted of a series of five steps. The authors first familiarized
themselves with the datasets and identified items of interest to gain a comprehensive
understanding of themeanings of the data (Corbin and Strauss, 2008). Then, startingwith the
field notes and interviews as the main data for the analysis, they focused on what VCs do to
add value (identifying and labelling the VC activities) and coded these on the basis of
informants’ in vivowords. The terms, sentences, actions, opinions and descriptions offered by
respondents formed the first rounds of coding, i.e. first order categories.

The next round of coding combined the specific first order categories into broader and
theoretically relevant second order categories (see Corbin and Strauss, 2008; Miles and
Huberman, 1994). Important concepts, patterns, themes and relationships were identified
among the codes. At this stage, the authors reflected on the data by asking questions and
thinking about them, such as whether and how they differ from existing knowledge.

Next, both the archival data and the calendar data were both used to support and refine
the categories emerging from the field notes and the interviews. Also, the field notes, the
interviews, the calendar and the archival data were combined to map the value-adding
practices and explore how the value-adding activities were held together as part of the
different projects (i.e. teleoaffective structure).

Finally, after the emergence of core categories, it became clear that different practiceswere
used at different times, were associatedwith different individuals and/or groups, and entities.
This finding led the authors to organize their interpretations into a multi-level framework of
value adding, which is discussed in the next section.

4. Findings
Value adding practices at Horizon Venture took place at three levels: PC, portfolio and VC
firm. The value-adding practice at PC level relate to direct practices that the VCs enact to add
value to their PCs, whereas value adding at portfolio level relates to the indirect practices that
the VCs conduct to enhance their overall ability to add value to their PCs. Value adding at VC
firm level relates to how the Horizon Conglomerate enhances the activity of the VCs. In the
remainder of this section, the practices of each level are unpacked and discussed.

4.1 Value adding at portfolio company level
Horizon Venture has a systematic value-adding approach, which consists of five practices:
(1) familiarizing, (2) assessing, (3) planning, (4) providing support and (5) monitoring. These
practices are employed to develop a better understanding of the company’s challenges,
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strengths and processes and, therefore, identify how they add value. It was found that a
value-adding approach is not a one-time approach (at the point Horizon Venture invested in
the company), but a continuous approach of reviewing, assessing, planning and evaluating to
ensure that the PC is on course to succeed.

The value-adding approach shares some of the components of existing management that
is, consulting practice. For example, BT (Head of VCT) explains that “there is a consulting
aspect, which is generally at the beginning of the process and then it moves into execution, which
is kind of a temporary integration into the team”. This explanation highlights where the VC
shares similar practice with management consulting (at the outset) and how it differs by
participating in the “execution”. Next, the value adding approach is described, that is, its five
practices and the sub practices housed within each.

4.1.1 Familiarizing practice. In order to get to know the company business and collect data
and information, the VCT “starts with an overall familiarization with the company. It’s by no
means an auditor. We just want to understand the moving parts of the business”, as BT (Head
of VCT) explains. The VCT familiarizes itself with the PCs indirectly, by reviewing the
company’s materials and pre-investment documents, and directly, by meeting the founder
and the employees as well as visiting the company offices.

4.1.2 Assessing practice.After understanding the company’s business and collecting data,
the VCT assesses its performance, financial situation and processes. The VCT also evaluates
company strategies and plans, and evaluates its resources and management team. The
“purpose” of assessing practice is to isolate and prioritize the areas that need further support.

The assessing practice is linked and depends on other practices and understandings. It is
linked to the due diligence practice, where the investment deal team and the VCT assessed
company performance, analysed key matrices, potential risks and issues, and flagged
potential areas of improvement, resulting in “a deep understanding of the challenges facing
companies” (HC Investment Process Document, p. 6). Furthermore, it is linked through the
understanding of “how to do” certain things, some of which are: to analyse and assess
financial statements, to perform a valuation analysis and to analyse the business plan. Also,
because the companies are part of other systems (market, industry, country), there is a need to
analyse the company market, the market transitions and the industry trends, and to assess
competitors’ offerings.

4.1.3 Planning practice. Based on the understanding that emerges from familiarizing and
assessing practice, the VCT collaborates with the PCs’ senior executives to develop and
formulate action plans, set targets and benchmarks, and define expectations. The “ends” of
planning practice is to identify the required actions, resources, measurements and timeline to
reach the company goal and improve company efficiency; ZA (Investment Associate)
describes it as, “building a roadmap to see where they can go”. For example, the VCT
developed execution plans for “PC8”, and “PC19” as roadmaps to guide them (International
Finance Corporation (IFC) Portfolio Report). Also, it helped “PC14” in setting up financial and
non-financial key performance indicators (KPIs) as a way to reach a critical mass (IFC
Portfolio Report).

The authors also found that the VCT prioritizes the action plan item based on two factors:
impact on value versus ease of implementation. BT (Head of the VCT) indicates in his
interview, “that’s usually the decision matrix. We prioritize action items based on those two
variables ease of implementation or timeline to see results versus economic impact”. Initiatives
that have high impact and are easy to implement get the high priority. This is an example of a
“rule” in the Schatzki framework.

Not only does the VCT prioritize action plans for its PCs, but also it needs to manage its
time and allocate its resources effectively among its companies. The VCT was found to use
four criteria to help determine its level of engagement with its PCs: investment amount,
urgency of support, the stage of the company and its potential to grow. However, the decision
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for each individual company is explicitly decided over time within the team and is normally
based on the investment amount and the potential impact. This is another example of a “rule”
in the Schatzki framework.

4.1.4 Providing support practice. Practices providing support are those employed to
improve the company’s performance, accelerate its growth and help it realize its potential.
Horizon Venture provides support either directly, by imparting team knowledge, experience
and connections, or indirectly, by connecting the PC with people, companies or organization
who can support it as and when necessary.

The VCT engages, collaborates and integrates with the PC team to help it execute the
action plan and achieve its targets. TF (Director of Operation and Customer Experience)
explains how close co-working of the VCT with the PC team creates a kind of peer
relationship, “You integrate. You play part of the team. You become a part of their team. But
you become invisible to them. But we are effective at the same time”. Providing support practice
is also linked to the due diligence practice and the familiarizing, assessing and planning
practices, where the investment team and the VCT identified issues, areas of improvement
and opportunities to grow around the PCs.

It is important to highlight that support provision may evolve during the term of the
fund, depending on the sector, stage, environment, the specific situation of the company
and other considerations. The authors draw distinctions within “providing support
practice” based on the value-adding roles outlined by Sapienza et al. (1994) in terms of
the following three theoretical categories: (1) a strategic role as a financier, a business
advisor or as a sounding board for strategic initiatives, (2) an operational role in
recruiting management and providing network supports and (3) a personal role as
mentors and confidants to CEOs. Based on their observations, the authors added a fourth,
cultural role. It helps in building and helping PCs to adopt a set of practices to achieve
their objectives, increase their productivity, promote efficiency and drive the growth of
companies.

4.1.5 Monitoring practice. The VCT and partners closely track the company and the
management team’s performance by reviewing company reports, by conducting regular
meetings and visits, and by holding quarterly board meetings. The “purposes” of the
monitoring practice is to ensure that the chief executive officer (CEO) acts in the company’s
best interests, to protect their investments, to ensure the companies are in line with their post-
investment strategy and as highlighted by BT (Head the of VCT), “to ensure that all resources
are focused on the right initiatives”. Monitoring plays a strategic role in the company’s
development because it helps the VCT and the partners ensure that the PC continues to
achieve its goals while allowing it to recognize areas for improvement and opportunities to
add value (through continuous improvement and active board engagement).

Interestingly, the VCT and partners have highlighted that the monitoring practice not
only benefits them as investors, to oversee their investments, but it also teaches the
company’s executives about the importance of adopting good corporate governance
practices. It is acknowledged that these practices create value: “The Fund actively supports the
long-term financial health of its [PCs] by helping them adopt corporate governance standards
and best practices, including the use of appropriate reporting and accounting procedures”
(Horizon Venture Investment Process Document, p. 6).

Overall, themonitoring practice is closely linked to the assessing practice in that they both
focus ultimately on identifying red flags, areas of improvement and opportunities for
development.While assessing is focused on defining priorities for a PC,monitoring is focused
on holding the PC managers accountable in the light of such priorities. In that regard,
assessing practice is a periodic activity, whereas monitoring practice is an on-going and
organized process of overseeing and governing. As the PCs grow and their processes evolve,
there is always space for improvement. Therefore, as necessary, the VCT engages with its
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PCs to update its strategy, action or execution plans against new conditions or opportunities,
tomake other adjustments or to reduce risks. In this sense, the two practices work together on
an on-going basis.

4.2 Value adding at portfolio level
Value adding at portfolio level comes from the understanding that for the partners and the
VCT to add value at PC level, it is important to first build its knowledge and connections.
It can later leverage these to enhance its PC’s performance. Value adding at portfolio level was
found to consist of two practices: building connections and learning.

4.2.1 Building connections.Horizon Venture executives understand the important role of the
network and, therefore, encourage its VCs to invest their time and effort in building beneficial
connections. These are sought with individuals (e.g. investors and strategic buyers), with
companies (e.g. service providers), with organizations (e.g. industry bodies) and with countries.
TS, Horizon Venture’s Partner, described the purpose of his job in this way: “my job, specifically,
is really to . . . make as many connections as possible that could be valuable to the startups”.

At country level, TS, Horizon Capita’s Partner and CEO of Horizon Enabler, reflects on
how he spent an entire year, from February 2017 to February 2018, in Saudi Arabia to scale
Horizon Conglomerate there, to build connections with key stakeholders, to unlock
investment opportunities, to understand and gain insights on the rules and regulations of
the country, and, most importantly, to facilitate the PCs’ entrance to the Saudi market.
Regarding scaling the Horizon Conglomerate, FZ and the Enabler team built an activation
proposal for King Abdullah Economic City to drive the entrepreneurship and employment
agenda in Saudi Arabia. In terms of facilitating PC access to the Saudi market, TS helped
achieve this for “PC2”, from getting a licence to open in Saudi Arabia to setting up a regional
hub, by leveraging his connections and knowledge.

4.2.2 Learning. Horizon Venture executives understood that establishing a VC firm in the
MENA region would not be easy, and that they would have to build the necessary team skills
and knowledge internally, asTS, HorizonVenture’s Partner, acknowledges: “In theMiddle East
we really had to build our own kind of knowledge base and capacity”.Learning atHorizonVenture
is achieved by self-study, by learning from others and learning from past experience. The
following subsections explain how learning is achieved, with empirical evidence as support.

4.2.2.1 Learning by self-directed study. The VC team learns by self-directed study and by
monitoring trends. In this way, the team seeks to broaden its perspective and align with the
VC team’s knowledge. Its goal is also to understand the PC’s business, its industry or sector,
its markets and countries. Learning in the VC context is vital because the field is always
evolving, and the rate of technological change is rapid. As TS, Horizon Venture’s Partner,
explains, “we constantly have to educate ourselves and be on the cutting edge of what’s
happening in technology to understand the start-up around us and what they’re doing and how
they are doing it”.

4.2.2.2 Learning from others. To build team talent, Horizon Venture encourages
participation in internal as well as external training. It runs in-house sessions designed to
introduce, educate and enrich specific team skillsets. For instance, a “Venture Terms, Term
Sheets and Shareholder Agreements” was seen to be scheduled in the VCT calendar.

Another way to build team talent is by sharing relevant materials (books, reports and
studies). For instance, TF forwarded ZA (Investment Associate) an email from Delta Groups
containing an annual report titled, “State of Tech: 2017 Review”. This report gave a high-level
summary of most relevant trends in VC investing, and their implications for investors and
investees. RS, Horizon Venture’s Partner, also recommended the book, “Venture Deals: Be
Smarter Than Your Lawyer and Venture Capitalist”, to the investment associates, analysts
and interns at Horizon Venture.
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In addition to learning from the VC team, Horizon Venture employees learn from the
experiences and best practices of pioneer VC firm in the world, from VC and private equity
(PE) associations and from their investors, among others. For instance, Horizon Venture has
adopted the philosophy of Andreessen Horowitz (having a dedicated VCT to help their PCs).
HV explains the reason for this:

It’s a global trend. All the big VCs now look at Andreessen Horowitz, they have a massive team for
value adding . . .. We want to be something like that for the region (HV, CEO, Horizon Venture).

In regard to learning from investors, Horizon Venture has built its understanding on the
environmental, social and corporate governance (ESG) standards from the CDC Group (2010)
toolkit. The toolkit provides practical recommendations for fund managers investing in
emerging markets in developing countries to manage risk, identify opportunities and
implement ESG standards. It also helps fund managers to identify the questions that they
should ask and the documents that they need to collect from their PCs. Horizon Venture
complies with the ESG standards because, as BM, Horizon Venture’s Managing Partner,
highlights, “IFC is one of our largest investors. They stipulate that we are to be compliant with
environment social and government guideline, which is ESG toolkit”.

Furthermore, Horizon Venture has adopted some of the best practices advocated by the
Institutional Limited Partners Association (ILPA) which were established to improve the PE
industry. These best practices promote both the general partner (GP)–limited partner (LP)
partnership and standards in the PE industry, including ILPA Private Equity Principles
[4] and Quarterly Reporting Standards [5]. From the ILPA Private Equity Principles, the VC
team learned the importance of the three principles (alignment of interest, governance and
transparency) in maintaining the LP-GP partnership. They also learned about the GP
reporting best practices to update their LPs about a PC’s performance. For the Quarterly
Reporting Standards, the VC team has benefited from the reporting guidelines, sample
quarterly packages and sample supplement management reports. For instance, it has used
the Quarterly Reporting Standards PC update sample to build its own LPs Report template
[6]. In the Recent Events & Key Initiatives section of the LPs Report, the VCT provides
information on what is going well and less well, upcoming investment needs (the company’s
emerging needs), and how much it is able to fund. This information helps the LPs to keep on
top of the PC’s performance, but it also helps the VCT to learn from reflecting on and
assessing its PC’s performance, and ensures that the PC continues to achieve its target and
investment thesis.

4.2.2.3 Learning from past experience. Horizon Venture’s team have learned tremendously
from their past experience of managing two funds (CD Fund and in Fund I). For instance,
investing in the CD Fund:

has brought forth valuable knowledge, expertise and insight into the VC world and using best
practices for sourcing, negotiating, structuring, and transactions as well as taking seed /startup
companies throughout the entire growth business cycle to exit (Horizon Venture PPM Document,
p. 64).

The team reviews, assesses and records the lessons they learned from investing in Fund I.
There is a “Lesson Learned” section in the IFC Portfolio Report, where the team identifies
what it has learned and gained from investing in each of the PCs. For example: From “PC7”
they gained insights into the regional dynamic of the sharing economy and from “PC12” they
gained exposure to a new geographical area (East Africa).

Furthermore, Horizon Venture takes advantage of the huge amount of data and
information amassed from previous investing to understand, predict and gain some analytics
of new and current markets, VC activity and start-up behaviours, with which to help their
PCs. This is highlighted by BM:
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Aggregating our knowledge. Because we see a lot of companies. We have a lot of data and a lot of
information, as I am sure you have seen. So, it is finding goodways to take learnings from the data so
that we can use it in our [PCs]. (BM, Managing Partner, Horizon Venture).

4.3 Value adding at VC firm level
Value adding at VC firm level comes from the understanding that the VCs need to add value
through other means (building reputation, conducting PC events, and offering online and
offline support and engaging entrepreneurs, relevant stakeholders and key players in the
ecosystem). This section focuses also on the indirect practices, that is, value adding at the VC
firm level that both Horizon Venture and Enabler team conduct to build the group reputation,
to build the knowledge and network of their PCs, and to build and grow the MENA
entrepreneurship ecosystem.

4.3.1 Building reputation. Aware that a positive reputation draws further business,
Horizon Venture executives engage in practices to build andmaintain its reputation. Oneway
to build reputation is by highlighting the healthy financial performance of its PCs. For
instance, the PPMDocument highlights the aggregate value and aggregate revenue of its PCs
and shows, numerically, how the value of each PC has been increased by calculating the
multiple of capital contributed.

Reputation is also built by taking on board member roles for organizations and
participating in conferences. For instance, the CEO of Horizon is a member of the advisory
council at the Massachusetts Institute of Technology (MIT) media lab and a founding board
member of Endeavor Jordan. It is important to highlight that the VC team attend conferences
for multiple reasons, including to source deals, build connections, gain recognition and
disseminate the firm’s name across the region. The VC team improves the firm’s reputation
by conducting and participating in corporate social responsibility activities (CSR). For
instance, the VCT has coached university students in the process of building their social
impact startups. By conducting such social activities, Horizon aims to build its name and
reputation in the community.

Horizon Venture’s reputation plays a key role in supporting its PCs. On a personal note,
HV highlights how some PCs use his name as a gateway for them:

They use me as their front line because I’m a known figure. . . . my job is to act like the elder
statesman in the company that helps them get [what they want]. Sometimes startups do not get the
respect that they need. (HV, CEO, Horizon Venture).

4.3.2 Running portfolio companies’ events. Horizon Venture organizes regular events for
its PCs, in the form of educational workshops or social and networking gatherings, to
facilitate information exchange and learn from each other’s experience in an informal setting,
as RS describes:

If someone we know in our wider network is coming to Dubai, we introduce them. . .. We just bring
them in to mingle . . . it is just valuable. Bringing portfolio together is valuable. They benefit from
each other more than they benefit from us sometimes, so we do that (RS, Partner, Horizon Venture).

Educational workshops workwell to fill knowledge gaps common in PCs. For instance, having
discovered a common lack of financial modelling knowledge across PCs’ teams, the VC team
offered a “Do’s andDon’ts of FinancialModelling” session to develop PC teamunderstanding of
the subject by sharing best practice. The VC team also hosts talks by business leaders,
seasoned investors and prominent entrepreneurs (e.g.MikeArrington, founder of TechCrunch),
which gave their PCs a valuable opportunity to gather insights from experts.

4.3.3 Offering online and offline support. Horizon executives understood that in order to
grow and nurture the region’s entrepreneurship ecosystem, there was a need to offer online
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and offline help to support and engage entrepreneurs, relevant stakeholders and key players
in the ecosystem (e.g. governments and corporates), as TS highlights:

We understand that if we want to invest in technology in theMiddle East, in the political turmoil that
we are living in, wemust do a lot of work. . . .we had to get the community on board as well. Because
if you’re trying to grow something but everything around it [is not supportive,] it’s not going to
succeed and it’s not going to scale. (TS, Partner at Horizon Venture and CEO of Horizon Enabler).

The Enabler offers support via four arms: media content, community-building programs and
events, research, and corporate and government advisory services. The aim in building the
Enabler was to raise awareness about the importance of entrepreneurship in the MENA
region, to develop an environment in which MENA entrepreneurs could thrive, and to create
and share knowledge in the ecosystem. It sought to educate, inspire and empower MENA’s
entrepreneurs and to connect them with relevant stakeholders.

4.4 Overview of value adding
On the basis of the key practices that emerged from the study discussed above (Table 2),
a dynamic visual representation of the value-adding is presented (Figure 1) to capture how
the value-adding is enmeshed practice. A key aspect of the figure is the mesh-like, interlinked
configuration of practices.

The value-adding model of a VC firm illustrates, on the left side, the two indirect practices
that VCs undertake to build their network and knowledge (4.2), and that the Venture and
Enabler teams conduct to build the group reputation, knowledge and network of their PCs,
and the MENA entrepreneurship ecosystem (4.3). The outcome of these practices is
interconnected with the value-adding approach (4.1). To illustrate, it shows how the
relationships VCs build helped the partners and the VCT in providing support to their PCs
(e.g. finding a strategic buyer, identifying key people for hiring). In other words, it shows how
the outcome of value-adding practices at portfolio level becomes the input for providing
support practices. The findings also show how several practices and a number of interrelated
projects and tasks were employed by Horizon Venture to support VCs in providing support.

The right side of Figure 1 illustrates the value-adding approach in its unfolding,
substantive sense. That is, it shows the on-going value-adding activities that the VC firm
undertakes with each PC. Familiarizing (4.1.1), assessing (4.1.2) and planning (4.1.3) are three
early-stage practices adding value at the PC level, while providing support (4.1.4) and
monitoring (4.1.5) are later-stage, on-going practices for adding value. It is worth highlighting
that the value-adding approach is iterative rather than linear and can incorporate many
back-and-forth moves. For instance, if the VCT identifies issues or areas for improvement in
the monitoring practice, they might re-engage in assessing, planning and providing support
practices to make adjustments or update its strategy, action or execution plans against new
conditions and opportunities, or to reduce risks.

The value-adding approach demonstrates how the value adding practices are
interconnected at the PC level. To highlight, it illustrates how planning practice is based
on the understanding that emerges from familiarizing and assessing practice and how the
outcome of planning practice is interconnected with providing support practice and in turn
with monitoring practice. Furthermore, it shows how providing support is linked not only
with familiarizing, assessing and planning practices but also with due diligence practice and
highlights how the outcome of providing support practice is closely linked to monitoring
practice. This reinforces the mesh-like nature of practices.

Overall, these value-adding practices demonstrate that Horizon Venture has a unique
approach to adding value. This approach is affected by various elements, especially the
MENA entrepreneurship ecosystem and the business culture. Interestingly, the findings
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Category Practices Practice purpose Data example

4.1 Value
Adding at
Portfolio
Company Level
(Value Adding
Approach)

4.1.1.
Familiarizing

To get to know the
company business and to
collect data

“Would be a discussion with them as well to see
what they really need our help with, and what
they’re lacking in terms of the support that they
need to make sure they’re meeting their target”
ZA, Investment Associate)

4.1.2. Assessing To isolate and prioritize
the area that need
support

The VCT judged the strengths of “PC1” in
the following way: “Positive industry trends:
rapid growth in analytics and social
monitoring, strong growth for SaaS
products and integrated solutions, strong
growth for consultative insights and
briefings across all markets” (IFC Portfolio
Report, slide. 2)

4.1.3. Planning To identify the required
actions, resources and
timeline to reach the
company’s goal of
improving company
efficiency

the action plan for “PC11” included “looking to
improve their private label selection through
joint ventures with smaller designers, setting
up return services for European markets and
expanding “PC11”’s operating basis: New
central warehouse and opening of logistics
centers in key regions” (IFC Portfolio Report,
Slide. 33)

4.1.4. Providing
Support

To improve the
company’s performance,
accelerate the company
growth and help
them realize its potential

“[We] open doors, introduce them, open
networks . . . They learn the language of the
business . . . And then they are able to fly
without us . . .And thenwe hope that we’re able
to make these companies well, run . . . because
it’s always about the entrepreneur, we’re just
supports” (HV, CEO, Horizon Venture)

4.1.5.
Monitoring

To ensure that the CEO
acts in the company’s
best interests, to protect
their investments,
to ensure the companies
are in line with their post-
investment strategy and
to ensure that all
resources are focused on
the right initiatives

Companies reports help them to “see what
they’ve done, what they’re initially set up to do,
how they’re doing, what challenges are facing,
if there are some things specifically that we
need to help them with etc” (ZA, Investment
Associate)

4.2 Value
Adding at
Portfolio Level

4.2.1. Building
Connections

To build VC team
connections

“I was in Saudi for the last year building
connections there and working on how
Horizon can scale to Saudi Arabia . . . by
building your connection you came back to one
of your PCs and you help them to expand to
Saudi for instance”(TS, Partner)

4.2.2. Learning To build VC team
knowledge

“I did some studies [before going] to the
company that we invested in “PC12”, it’s all
about banana growing. I spent some time
understanding bananas, and I talked to some
companies here who are dealing with banana
transportation. (TF, Director of Operation
and Customer Experience, Horizon Venture)

(continued )

Table 2.
Data structure and

findings
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show value-adding to be a profoundly socially-embedded process connected to (or forming
a network with) various people (e.g. VCs, investors, advisors), other practices (e.g. pre-
investment) and other entities or organizations. Value adding is not about individual actions,
but a variety of different actions taken by the VCs, their teammembers and other individuals
that eventually fed into one another. This demonstrates that, in this case study at least, VCs’
value-adding is not an isolated activity but rather one entwined with relational practices and
aligned with the preferences of different stakeholders. Nevertheless, the findings show that,
while the nature and content of practices vary, they are united through their teleoaffective
structure.

Category Practices Practice purpose Data example

4.3 Value
Adding at VC
Firm Level

4.3.1. Building
Reputation

To build the
conglomerate reputation

“the investment team is actively engaged
through mentorship with deal originating
initiatives such as incubators” (HC Investment
Process document, p. 2)

4.3.2. Running
PCs’ Events

To build the knowledge
and network of their PCs

“Another event we did is GITEX, was back in
August . . . was more focus on SMEs and
larger companies. But they did have start-up
section where myself and NB went and listened
to pitches and companies come speak to us and
tell us about their company (SB, Investment
Associate, Horizon Venture)

4.3.3. Offering
Online and
Offline Support

To build and grow the
MENA entrepreneurship
ecosystem

“When you actually have a start-up that’s
started, even if it just newly born, to have them
featured on [Horizon] was for them a badge of
honour. Someone can read about it. An
investor might say” (TS, Partner)Table 2.

4.1.1
Familiarizing

4.1.2
Assessing

4.1.3
Planning

4.1.5
Monitoring

4.1.4
Providing
Support

4.2.1
Building
Connections

4.2.2
Learning

4.3.3 Offering
Online and
Offline
Support

4.3.1
Building
Reputation

4.3.2
Running
PCs’
Events

4.3 VC Firm Level

4.2 Portfolio Level

4.1 Portfolio Company Level

Figure 1.
Visual representation
of Horizon Venture’s
value adding Practice
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5. Discussion
This paper poses the question of VC value adding in a substantive sense. While value adding
offers a ready description of what a VC firm does, such a description gives no vivid account of
what actually happens in a VC setting. The aim of this paper has thus been to identify and
describe the everyday and socially situated nature of VCs’ value adding. The authors
considered VC activities as the performance of certain social practices and studied these
practices in the context in which they take place, using the logic of practice theory and
associated site ontology Schatzki (1996, 2002). In this sense, practice theory offers a holistic
account of human activity, entwined with the social “site” in which it takes place
(Schatzki, 2005).

Our fieldwork at a leading VC firm in the MENA region shows VC activity as a complex
and vibrant nexus of practices. Threads of value addingwere found across the entire range of
activities by the VC firm. The findings thus highlight that value adding is something that
takes place at the level of individual PCs, at the level of the entire portfolio of investments, and
at the level of the VC firm overall. Therefore, to speak of value adding is to reveal a holistic
configuration of practices that span the investment lifecycle and different levels within the
firm. The findings offer a rich account of the social and symbolic nature of VC activity,
opening its “black box” and situating it in the wider social context.

In the light of the current literature on VCs’ value-adding activities (see Section 2.2), the
authors show that the concepts with which they describe VC activities are, in fact, highly
generic and determinable (as opposed to specific and determinate) in that they signify the
doing of things that are not of one unique kind but of many different kinds (Ryle, 2009).
Thus, the authors have shown that VC value adding is manifested through the various
practices as outlined in the findings (see Section 4). In other words, the paper has given the
abstract concepts of value adding a more practical sense.

5.1 Research contribution
The theoretical value of the work lies not in its ability to codify abstract regularities but to
make thick description possible, to achieve clinical inference by generalizing within cases
(Geertz, 1973). As Geertz (1973) articulates, “Rather than beginning with a set of observations
and attempting to subsume them under a governing law, such inference begins with a set of
(presumptive) signifiers and attempts to place them within an intelligible frame”. The paper’s
intelligible frame is contained in Figure 1, which provides a visual representation of the value
adding practices at the three levels.

The paper contributes to an emerging literature that seeks to open the “black box” of how
VCs add value to their PCs by offering a shift in perspective from “value adding” as a
monolithic object to “value-adding” as a practice. By considering VC practices as social
phenomena, the paper has been able to address some of the limitations of an individualist
ontology of the social, while retaining the central role of actions. This enables the authors to
understand the continuous nature of day-to-day VC activity as enacted within a culturally
defined space of meaning. Specifically, the paper identifies the everyday, socially-situated
nature of VCs’ value-adding that reflects not only the broader logic of VC practice (i.e. invest
in start-ups with a view to exit the investment down the line) but also the specific nature and
associated challenges of operating in the MENA context. This paper takes into account a site
of meaning that includes aspects such as actual VCs’ doings, the norms and values that
underpin them and the artefacts at play in these doings (e.g. computer software, meeting
rooms), as well as the social, cultural and institutional contexts in which these doings are
immersed.

Overall, the study indicates that value-adding is not something that exists independent of
the context in which it is practiced and of the broader activity of a VC firm. Value-adding

Value adding
practices in

venture capital

443



arises as VCs are engaged, in real time and over time, with various people (e.g. VCs, investors
and advisors), other practices (e.g. pre-investment) and other entities or organizations, and, as
a result, add impetus to VCs’ on-going efforts. The question about value is important because
it shows that to understand value; scholars have to understand what VCs are doing.
To understand what VCs are doing, scholars need to understand their social site; and to
understand their social site, scholars need to understand other things (e.g. artefacts, and the
norms and values that underpin the actual doings) first. This shows that everything is
interrelated. Value becomes similar to meaning, that is, it is contextual and embedded in
human activity. Thus, it becomes clear that value adding is, by nature, contextual, social and
practice-related. Although some of the value adding practices can be considered global and
more widely shared among VC firms (e.g. monitoring and assessing), the paper reveals that
Horizon Venture has a unique way of adding value (i.e. its explicit value-adding approach)
and it does so via different levels (i.e. PC, portfolio and VC firm). To highlight, the paper
showed how Horizon executives understand that in order to stimulate the MENA
entrepreneurship ecosystem, there is a need to have an entity (Horizon Enabler) that acts
as an ecosystem enabler. The Enabler was devised to spotlight entrepreneurship in the
MENA region and to provide a fertile environment for MENA entrepreneurial growth and
knowledge exchange.

5.2 Limitations and future research
Having field access to a VC firm for five weeks was useful but a longer immersion in the field
could have provided even deeper insights into VC value-adding phenomena. Whilst the
quality measures of transferability and dependability are absent from this paper, and might,
therefore, be viewed as a limitation, an explanation of this might be timely here.
Transferability and dependability measures were not relevant to this paper because the
aim of this researchwas to provide a rich understanding of the VC’s value-adding phenomena
by adopting the practice-based perspective. Practice perspective is ultimately a holistic
approach throughwhich activity can only be understood by understanding the role it plays in
its context.

To understand a VC’s actions, it is necessary to understand their contexts because these
actions make sense in the context of what the organization does. For these reasons, future
researchers might usefully conduct a comparative study to understand how VCs practices
vary across different contexts to investigate in what senses they are similar and dissimilar,
and thus provide insights into the various blends of practices that exist in these locations.
Equally, a further study could be conducted to compare the VC’s value-adding activity across
two different time frames to investigate whether VCs conduct the same practices or to what
extent they differ. This would add insights on the importance of what Sandberg and Tsoukas
(2011) refer to as the practitioner’s experience of time.

6. Conclusion
This work aimed not to refine existing perspectives of VC but to open new theoretical and
philosophical vistas. By revisiting the fundamental conceptions of the social, on which the
current understanding of VC implicitly rests, the paper provides new ways of describing and
conceptualizing value adding. Diverse activities – from boardroom meetings, through
strategic reviews, to external networking and reputation building – can be seen as connected
through the different ways in which they interact with and contribute to value creation.
In this sense, the practice-based approach offers a more dynamic paradigm that appreciates
both the individual activity and the broader social system that makes such activity
meaningful (Whittington, 2006). As VC activity becomes global, the spread of its practices
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calls for deeper consideration of context and the source of meaning of human activity in the
shared sociality of its practices.

Notes

1. The MENA region comprises the following jurisdictions: Algeria, Bahrain, Djibouti, Egypt, Iraq,
Iran, Jordan, Kuwait, Lebanon, Libya, Morocco, Oman, Palestine, Qatar, Saudi Arabia, Syria,
Tunisia, the UAE and Yemen.

2. Anonymized.

3. In the analysis, the term “ends” or “purposes” is used to capture what Schatzki refers to as
teleoaffective structure.

4. Institutional Limited Partners Association (2011a)

5. Institutional Limited Partners Association (2011b)

6. LPs require reports on the progress of their investment.
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