[

g
4/

e ;X&
'§®;§) > @Y ) ilal 5 AaS gl AL laa G
e 20xx 2 [ xx [dall

Sovereign Wealth Funds as Incubators of Innovation:
Gulf Experiences in Financing Start-ups
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Abstract: (Over the past few
decades, sovereign wealth funds
(SWFs) have taken on a markedly
different role. Once focused mainly
on saving fiscal surpluses and
smoothing macroeconomic
fluctuations, they now increasingly
support economic diversification

and  innovation. The  Gulf
Cooperation Council (GCO)
countries illustrate this  shift

particularly well: they own some of
the world’s largest SWFs while
pursuing ambitious national plans
for knowledge-based economies,
including Saudi Vision 2030 and
UAE Vision 2071.

This paper asks whether GCC
sovereign wealth funds can function
as “incubators of innovation” by
financing  start-ups. It  first
considers the conceptual
foundations of SWFs and their
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relationship with development and
innovation, then ftraces their
emergence and evolution across the
Gulf. It also examines how they
finance start-ups and venture
capital, weighs the opportunities
and challenges created by this role,
and identifies lessons for other Arab
countries.

The study uses a descriptive—
analytical approach. It draws on
Arabic and international research
on SWFs and their developmental
roles, as well as specialised articles
and reports on the growth of Middle
start-ups the
contribution of SWFs to venture
capital (Forbes Middle East, 2023;
Entrepreneurs, 2023; TQ Magazine,
2024).

The findings show a gradual shift
from a “conservative investor”
profile, safe and
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traditional assets, to a “strategic measuring the  developmental
developmental investor” model that impact of innovation-focused
combines  long-term  financial investments continue to limit this
returns with support for innovation transformation.

and entrepreneurial ecosystems. Yet Keywords: sovereign wealth funds,

governance  and  transparency  GCC countries, innovation, start-
concerns, the risk of crowding out ups, venture -capital, economic

private investors, and weak tools for ~ diversification.
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