
109

T
H

E
 G

L
O

B
A

L
 I

N
N

O
V

A
T

IO
N

 I
N

D
E

X
 2

0
1

2
 

5:
 T

he
 R

ol
e 

of
 C

oh
er

en
t 

Li
nk

ag
es

CHAPTER 5

The Role of Coherent Linkages in Fostering Innovation-Based Economies in 

the Gulf Cooperation Council Countries

BARRY JARUZELSKI, CHADI N. MOUJAES, RASHEED ELTAYEB, HADI RAAD, and HATEM A. SAMMAN, Booz & Company

Developed countries around the 

world with strong innovation cul-

tures have succeeded by linking peo-

ple, capital, and research to intro-

duce novelty and create economic 

value. These countries have an effec-

tive integrated network of stake-

holders that foster an environment 

that can transform ideas into suc-

cessful outcomes. The web of stake-

holders acts as a vibrant innovation 

ecosystem. This system, rather than 

specific institutions focused on a sin-

gle discipline, spurs widespread eco-

nomic activity, drives efficiency and 

productivity, and increases overall 

standards of living. Countries with 

strong innovation capabilities have 

resilient economies that can with-

stand periodic economic shocks to 

individual sectors.

In recent years, the countries of the 

Gulf Cooperation Council (GCC)—

Bahrain, Kuwait, Oman, Qatar, Saudi 

Arabia, and the United Arab Emirates 

(UAE)—have embarked on a series 

of reforms and initiatives targeted at 

immediate challenges within their 

innovation systems. These challeng-

es include need to cultivate human 

capital and to promote research and 

development (R&D). These countries 

are also developing traditional sectors 

(such as oil and gas, petrochemicals, 

basic industries, and water desali-

nation) and nascent ones (including 

aerospace, healthcare, and renewable 

energy). The GCC has made signifi-

cant progress in a relatively short time.

To ensure further progress 

in these efforts, the GCC coun-

tries must now institute a national 

model that establishes coherent link-

ages in their innovation systems. 

This involves forging strong ties 

among all stakeholders in the inno-

vation ecosystem (which encom-

passes policies, operations, and all 

stakeholders). This is vital for the 

GCC states, which have rich natu-

ral resource endowments, large gov-

ernments, and a need to diversify 

their economic base. Policymakers 

in the GCC are well aware that the 

resource endowment is finite. They 

know that they need to invest the 

current windfall wisely in develop-

ing knowledge-based economies.

The crucial mechanism required 

is an innovation-promotion entity. 

This body establishes and develops 

the necessary linkages, coordinates 

policy, convenes stakeholders, and 

drives the national agenda.

Key elements for promoting innovation

The GCC needs to foster innova-

tion to diversify its economic base, 

reduce its dependence on hydrocar-

bons, and create opportunities for its 

large number of young citizens.

The GCC has made marked 

strides in creating innovation-

based economies. However, it 

still lags behind developed coun-

tries and has room to improve 

its global rankings by creating 

vibrant, entrepreneurship-friendly 

environments.

Overall, the GCC needs to forge 

ties that bring together al l the 

stakeholders in the innovation 

ecosystem—academics, regula-

tors, multinational companies, 

and entrepreneurs among them—

in a cohesive, targeted program 

aimed at fostering innovation.

The creation of coherent links is 

vital to establishing an innova-

tion economy. The process must 

involve an innovation-promotion 

entity that fuses policies, stake-

holders, and operations into a 

focused effort.

Transitioning to an innovation economy

There are three reasons GCC coun-

tries must move towards innovation-

based growth: economic diversifica-

tion, demographics and the engage-

ment of youth, and globalization.

Economic diversification

GCC countries realize that sustain-

able long-term economic devel-

opment hinges on their ability to 

decrease reliance on hydrocarbon 

income and to widen their eco-

nomic base. The GCC countries 

must become innovative. They have 

to respond promptly to current and 

expected demands for goods and 

services if they are to diversify their 

economies in a competitive manner.
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Over the past decade, GCC 

countries have developed non-oil 

sectors. The UAE has lowered its 

dependence on hydrocarbon exports 

and, to a lesser extent, on hydro-

carbon income. Kuwait’s hydro-

carbon export dependence has also 

dropped; Oman and Qatar too are 

less reliant on hydrocarbons for their 

off icial revenues. Nevertheless, oil 

and gas continue to dominate in the 

region. Over the period from 1990 

to 1999, for example, with the excep-

tion of Bahrain, hydrocarbon reve-

nue accounted for 80% of revenue 

and exports of goods and services in 

the GCC. In the following decade 

from 2000 to 2009, hydrocarbons 

accounted for close to 90% of reve-

nue and 80% of exports, making the 

economies in the region more vul-

nerable to external shocks.1

There is ample room for growth 

and development of the private sec-

tor—the source of innovation in 

developed and emerging economies. 

In the past, private businesses faced 

challenges that did not position them 

to play this role. The government 

provided generous assistance—such 

as subsidized energy—to promote 

the private sector with an eye towards 

exports. An unintended conse-

quence was that improvements in 

private-sector competitiveness and 

productivity stalled. Firms focused 

excessively on domestic demand. 

They faced limited domestic com-

petition and no international com-

petition. Recent changes are starting 

to address this legacy. In the mean-

time, however, the GCC continues 

to depend on imports for numerous 

economic activities. Among the sec-

tors that rely on imported products 

are manufacturing, food, chemicals, 

and industrial solutions providers. 

Saudi Arabia, for example, is among 

the top 15 importers of pharmaceu-

ticals worldwide. The UAE is in a 

similar position with transportation 

services.2

By taking the correct approach, 

the GCC economies can leverage 

their hydrocarbon endowment to 

invest in people and knowledge cre-

ation, and so secure a broader eco-

nomic base. Such investments will 

enhance the competitiveness of non-

oil sectors while reducing the need 

for imported expertise and materials.

Demographics and the engagement of 

youth

The population of the GCC in com-

ing decades will continue to be pre-

dominantly young, in contrast to 

other high-income countries. By 

2030, for example, 42 to 49% of 

Saudi Arabia’s population will be 

under the age of 30, down from a 

remarkable 57% today. By contrast, 

55 to 60% of Japanese will be 50 and 

older.3

There is a need to harness the 

energy and creativity of this youth-

ful population and direct it towards 

entrepreneurship and innovation. 

Without such initiatives, the econ-

omy will continue to be highly 

dependent on imports. In addi-

tion, the GCC will have to rely 

on an increasing number of skilled 

expatriates.

Globalization

The integration of the global econ-

omy will largely benefit those coun-

tries with innovative individu-

als, systems, and cultures, and with 

favourable conditions for business 

operations. These are the countries 

that will attract foreign investors and 

corporations. They will gain from 

investment inf lows and corporate 

exposure in terms of economic capa-

bilities and competitiveness.

Foreign investment is particu-

larly important. Multinational cor-

porations’ investments have been 

instrumental in transferring business 

and technology expertise. Much 

inbound investment in the GCC 

is destined for the oil and gas sec-

tor. However, some governments 

are providing incentives to attract 

funds into other sectors. Such mea-

sures include exemption from cus-

toms duties and f lexibility in for-

eign ownership of local ventures and 

property. The result has been a steep 

rise in foreign direct investment into 

such countries as Saudi Arabia. That 

investment is increasingly entering 

less traditional sectors such as tele-

communications and finance.

Strengthening innovation linkages in the 

Gulf Cooperation Council

GCC countries realize that cre-

ating innovation-led economies 

means proceeding in an established 

sequence. The steps below mainly 

describe the successful approaches of 

the Republic of Korea; Singapore; 

and Taiwan, Province of China. 

Following these examples, as well 

as those from other developed econ-

omies, GCC states will journey 

through the following three major 

stages:

1. Economic growth primarily 

driven by the relative abundance 

and comparative advantage of fi-

nancial or human capital.

2. Accumulation of factors of pro-

duction (financial and human 

capital) that provide higher val-

ue-added in existing products 

and services.

3. Additions to the value chain 

stemming from new technolo-

gies and ideas that lead to growth 

in the production of innovative 

products and services.

Some GCC countries already 

have begun this journey. They have 

opened technology and research 

clusters in recent years. These 
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facilities aim to bring together vari-

ous stakeholders and facilities such 

as universities, private-sector insti-

tutions, multinational corporations, 

and the public sector. Their goal is 

to foster collaboration on research 

and to leverage knowledge of the 

local market. Today several prom-

ising clusters have either been com-

pleted or are under construction in 

the GCC. These include the King 

Abdullah Bin Abdulaziz Science 

Park in Saudi Arabia, the Centre of 

Excellence for Applied Research and 

Training (CERT) in the UAE, the 

Knowledge Oasis Muscat in Oman, 

and the Qatar Science & Technology 

Park.

The next critical step is to assem-

ble the different parts of the innova-

tion landscape so that they cohere 

in a synergistic, holistic partner-

ship. The overall policy agenda is 

an essential element, because it links 

policies to their respective compo-

nents. Equally essential is the estab-

lishment of supporting institutional 

models to link stakeholders at the 

institutional and operational levels.

These linkages animate the eco-

system. They align cross-cutting 

policies and coordinate the efforts of 

all stakeholders, thereby driving the 

innovation process (see Figure 1).

The innovation policy frame-

work has three main components. 

First and foremost are the innova-

tion strategies that are set within 

economic sectors and that drive 

creativity in specif ic business areas 

(the inner circle in Figure 1). These 

strategies are set in motion by an 

enterprise model led by entrepre-

neurs, national entities, or a com-

bination of the two. Each sector has 

different requirements for innova-

tion and requires a different institu-

tional setup. Some sectors are driven 

by entrepreneurship and start-

ups. Other sectors require invest-

ments to be made by established 

large companies or national cham-

pions. The focus in the region has 

been on fostering entrepreneurship, 

Figure 1:  Innovation policy framework

Regulations Operational support

Orchestration

Fin
ancia

l capita
l

Research and development

Human capita
l

Physical capital

Bu
sin

es
s a

reas

Entrepreneurship and enterprise model

Innovation types

Innovation 

sectors

Main framework 

components 

Innovation strategies 

Innovation drivers 

Innovation environment

Source: Booz & Company analysis.
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Figure 2: Innovation capabilities in GCC and selected developed countries
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Source: World Economic Forum, Executive Opinion Survey, 2010–2011.

Not available Widely available

Not available Widely available

2a: Local availability of specialized research and training services

In your country, to what extent are high-quality, specialized training services available? [1 = not at all available; 7 = widely available]

2b: Availability of scientists and engineers

To what extent are scientists and engineers available in your country?  [1 = not at all available; 7 = widely available]

Rank 

(out of 142) Score

Switzerland 1 6.4

Finland 10 5.6

USA 11 5.6

Singapore 19 5.2

UAE 28 4.9

Saudi Arabia 29 4.9

Bahrain 35 4.7

Korea, Rep. 39 4.6

Qatar 67 4.1

Kuwait 86 3.8

Oman 90 3.8

Rank 

(out of 142) Score

Finland 1 6.0

Japan 2 5.8

USA 4 5.5

Singapore 12 5.3

UAE 18 4.9

Korea, Rep. 23 4.9

Qatar 24 4.9

Saudi Arabia 26 4.9

Bahrain 55 4.3

Kuwait 65 4.1

Oman 99 3.6
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of large f irms seems to have been 

downplayed.

The next component of the 

policy framework is the innova-

tion drivers—a set of policies that 

encompass all sectors and address 

f inancial capital, physical capital, 

human capital, and R&D (the mid-

dle circle in Figure 1). The last piece 

of the framework involves the inno-

vation environment—the policies 

that aim to make the socioeconomic 

arena conducive to generating new 

ideas (the outer circle in Figure 1).

A clearly identif ied institution 

must have ownership of each of these 

three policy framework components 

and be accountable for implementa-

tion. The institutional model frame-

work is the assembly of the stake-

holders; their mandate is to cooper-

ate to define and implement policies. 

The model links all of the stakehold-

ers in the ecosystem (including aca-

demic and R&D centres, f inancial 

organizations, businesses, and gov-

ernment institutions) through dedi-

cated agencies for promotion, fund-

ing, and orchestration.

The next challenge for the GCC 

is to ensure that the complex web 

of links among stakeholders is effec-

tive and spurs new ideas. These links 

can emerge within the framework 

that GCC states have created over 

the past decade. The GCC thus far 

has focused on framing the policy 

agenda and putting in place strate-

gies and policies to develop the driv-

ers and the environment.

Linking innovation policies

A crucial step in moving to an inno-

vation-based economy is creating a 

balance of human, physical, and 

f inancial resources. Policies geared 

to the development of innovation 

drivers are necessary but not suff i-

cient. Such policies also must align 

with laws and regulations that can 

provide the correct conditions for 

inventive ideas to f lourish. This is 

an area of great opportunity for the 

GCC states. They can elevate their 

policy agenda framework, which 

will help such drivers as human cap-

ital and R&D reach levels compa-

rable to those of advanced econo-

mies (see Figure 2). The GCC states 

can also link related policies more 

effectively to their respective com-

ponents of strategy, drivers, and the 

environment.

The GCC has lagged behind 

innovation economies for the sim-

ple reason that many sectors in the 

region are at early stages of develop-

ment. They either have not had the 

time to show results or do not yet 

have a comprehensive strategy.

The GCC states can do more 

in terms of R&D spending relative 

to GDP. The latest available figures 

show, for example, that Kuwait’s 

R&D expenditure as a percentage 

of GDP was a mere 0.11% in 2009 

(down from 0.21% in 1997) while 

that of Saudi Arabia was 0.08% in 

2009 (up from 0.06% in 2003).4 From 

a private-sector perspective, the lack 

of competition has removed a strong 

incentive to seek a business advantage 

through R&D. Equally important, 

many GCC companies are hesitant 

to invest in R&D because of their 

national regulatory and legal frame-

works. The GCC countries have 

made significant efforts to improve 

this environment—for example, by 

enhancing intellectual property (IP) 

protection. A more comprehensive 

legislative approach would advance 

matters further (see Box 1).

An overall strategy must also 

identify the critical sectors that will 

drive inventiveness if it is to forge 

effective links among the different 

aspects of the policy agenda. Each of 

these sectors, in turn, must establish 

a strategy that cascades down to its 

various business areas, assesses and 

identif ies the key typology within 

them, and determines the charac-

teristics of the associated enterprise 

model. Clarity on these sector-spe-

cif ic plans will allow relevant gov-

ernment stakeholders to formulate 

policies relating to f inancial and 

human capital, and research in sci-

ence and technology.

In Sweden, for example, the 

government sets the overall pol-

icy and allocates the necessary bud-

get to support it. In turn, the local 

authorities and the county councils 

set policies for regional innovation 

and identify target sectors in accor-

dance with overall national poli-

cies. Relevant ministries (includ-

ing the Ministry of Education, the 

Ministry of Enterprise, the Ministry 

of Energy and Communication, and 

the Ministry of Defence) set their 

respective policies in research and 

education to facilitate the imple-

mentation of the national strat-

egy. Research and innovation pol-

icy councils support these efforts 

by providing advice and guidance 

to the government and ministries. 

Several other entities, such as the 

Swedish Research Council and the 

Swedish Governmental Agency 

for Innovation Systems (known as 

VINNOVA) provide funds for basic 

and industry research. Other groups, 

such as Almi Företagspartner, 

f inance, provide advice, arrange 

contacts, and assist in business devel-

opment for small and medium-sized 

enterprises to stimulate the forma-

tion of new companies and innova-

tive activities. Universities and pub-

lic and private research institutions 

perform research by coordinating 

with private businesses. The latter 

then conducts in-house R&D to 

develop products and services.

A f inal consideration is that 

GCC policy agendas should focus 

their efforts on national strengths, 
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Box 1: Strengthening the innovation environment in the United Arab Emirates

The public sector and commercial entities 

in the United Arab Emirates (UAE) have ini-

tiated an innovation strategy and support-

ing efforts. There is broad recognition within 

the UAE that the success of its strategy will 

depend on its drivers and on a supportive 

environment. Such an environment involves 

creating regulatory incentives for stakehold-

ers, ensuring that entities have the neces-

sary support services such as networking 

and marketing, and orchestrating the inno-

vation agenda to provide effective interac-

tion among all stakeholders.

Regulatory environment

A comprehensive regulatory environment 

typically addresses several supporting 

aspects of innovation including intellectual 

property (IP) rights incentives specifically 

targeted at innovators and protective mea-

sures that improve investor confidence. In 

all three aspects, the UAE has made good 

progress, particularly on incentives regula-

tion (see Figure 1.1).

Intellectual Property Rights: The UAE is a 

member of the Paris Convention for the 

Protection of Industrial Property and has 

promulgated a patent law. IP legisla-

tion in the UAE can become even more 

comprehensive by covering a larger 

number of sectors. 

 Incentive Regulations: The UAE com-

pares favourably on implementing 

incentive regulations for firms in gen-

eral, chiefly through the provision of tax 

exemptions, the absence of trade bar-

riers, modern infrastructure, and free-

dom from foreign exchange controls. 

However, the UAE needs to enhance 

regulations that promote innovation. 

Sources: 1.1a: World Economic Forum, Executive Opinion Survey 2010–2011. 1.1b: World Bank, Ease of Doing Business Index 2012, Doing Business 2012 (http://www.doingbusiness.org/)

Note: `Established Innovators’ refers to countries that have long since put in place the structures needed to reach their innovation potential; `Rising Innovators’ refers to countries that have established the structures needed to reach their innova-

tion potential, and have risen rapidly to establish themselves as innovation leaders; `Budding Innovators’ refers to countries beginning to explore plans to tap into their innovation potential and have started to put in place the structures 

needed to support their plans. 

* The Burden of Government Regulation Indicator is rescaled from a scale of 1 to 7 to a scale of 0 to 10.
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1.1a: Incentive regulations

How burdensome is it for businesses in your country to comply with 

governmental administrative requirements (e.g., permits, regulations, 

reporting)?  [0 = extremely burdensome; 10 = not burdensome at all].

1.1b: Protective regulations

Burden of Government Regulation Indicator* Strength of Investor Protection Index (1–10 scale)

Established innovators

Rising innovators

Budding innovators

Figure 1.1: Regulatory indicators for the United Arab Emirates and benchmark economies
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Box 1: Strengthening the innovation environment in the United Arab Emirates 

(continued)

 The UAE can provide monetary incen-

tives for undertaking research, hiring 

research personnel, and introducing 

environmentally friendly technolo-

gies—approaches taken in Singapore.

Protective Regulations: Investor protec-

tion in the UAE must be enhanced if 

it is to become comparable to that of 

leading economies such as Singapore 

and Norway. The legal and regulatory 

systems in Singapore and Norway 

offer more protective measures. These 

include active bankruptcy laws, disclo-

sure of information on transactions, 

and the liability of directors for dam-

ages caused. Shareholders can also 

launch lawsuits more easily.

Operations support

The UAE has operations support for inno-

vation. The Technology Development 

Committee (TDC) plays a notable role in 

setting policy in Abu Dhabi. Similarly, the 

Khalifa Fund for Enterprise Development 

in Abu Dhabi provides funding for support 

systems—such as training and develop-

ment—for entrepreneurs, and invests in 

specific projects. Overall, however, there 

is limited support for companies active in 

R&D and innovation. The UAE can expand 

assistance in three areas.

1. The UAE would benefit from a dedi-

cated agency that provides support 

services specifically for innovators. 

Such services typically would include 

R&D funding, advisory support, match-

making, and networking, as well as 

logistical support including marketing 

and promotion.

2. The UAE should increase the num-

ber of its incubators. The government 

can play a role in establishing and 

nurturing such incubators. In addition, 

entities such as CERT Technology Park 

in Abu Dhabi can provide mentoring 

and guidance to access the UAE mar-

ket. They can help support innovative 

companies by transforming original 

ideas into economic value.

3. There should be a greater focus 

on innovation. A number of differ-

ent entities, such as the Chamber 

of Commerce, offer support ser-

vices such as matchmaking and net-

working for businesses. These efforts 

would be more powerful if they were 

coordinated with a specific focus on 

innovators.

Orchestration

In the UAE, orchestration can exist among 

most traditional and nascent sectors tar-

geted for innovation. Having an entity 

charged with ensuring the orchestration 

of all these activities is critical for policies 

and initiatives to succeed. Orchestration 

involves coordinating the implementation 

of policies at the operational level, such 

as ensuring that funding is channelled 

to high-potential businesses and helping 

these businesses find investors and cus-

tomers. Orchestration also means work-

ing with stakeholders in the landscape to 

identify and advocate new policies or pol-

icy revisions that will provide further sup-

port. The back-and-forth of orchestration 

provides continuous feedback that can 

improve policies.

The challenge in the UAE is that cross-

stakeholder interaction is limited. It occurs 

typically through bilateral exchanges. 

Hence, the creation of an orchestration 

entity will produce engaged stakeholders 

connected precisely through the coherent 

linkages that result in a thriving ecosystem.

positioning their countries for com-

petitive advantages as they develop 

their innovation strategies. For 

example, between 1978 and 1997, 

Singapore focused on the develop-

ment of clusters in high value-added 

and mutually supporting industries 

such as electronics, petrochemi-

cals, and engineering. The coun-

try thereby gained expertise and a 

competitive edge in electronics and 

high-tech products and services.

Linking innovation stakeholders

GCC countries have improved their 

stakeholder collaboration, according 

to the Executive Opinion Survey 

of the World Economic Forum in 

2010-11 (see Figure 3). Saudi Arabia, 

for example, has risen from a ranking 

of 49 out of 130 countries in 2007 

to 28 out of 142 in 2011 in terms of 

university-industry research collab-

oration. This is clear evidence of the 

strong initial impact of promotion 

entities such as the King Abdulaziz 

City for Science and Technology. 

These entities are strengthening and 

promoting effective links among 

stakeholders in the ecosystem. Such 

links may have resulted in positive 

outcomes, such as the increase in the 

number of research publications.

These impressive f irst steps 

should not lead to complacency. 

The main stakeholders in the inno-

vation landscape in the GCC—

such as government agencies, busi-

ness, and academia—remain insuf-

f iciently connected. They have yet 

to coordinate in a fully effective 

and creative manner. Coordination 

among stakeholders often is lim-

ited to bilateral exchanges with lit-

tle alignment among the innovation 

entities. For example, small, nascent 

enterprises remain isolated from the 

formal economy. In addition, many 

multinational corporations, such as 

those in the energy sector, are at 
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best weakly connected to national 

business organizations and academic 

institutions. In some GCC countries, 

such as Kuwait and Oman, collabo-

ration between business enterprises 

and academia and research institu-

tions at the national level has room 

for improvement.

Coordination of activities among 

various stakeholders can improve 

signif icantly at the operational and 

institutional levels. Of particu-

lar importance are innovation pro-

motion entities that coordinate the 

interactions between stakehold-

ers and drive an overarching policy 

agenda. These entities would facili-

tate the creation and development of 

strong linkages throughout the eco-

system (see Figure 4).

The main role of the promo-

tion entity is to identify policies 

that can improve the overall envi-

ronment, promote those policies to 

their respective owner or stakehold-

ers, and build networks among the 

most important leaders. In Norway, 

for example, Innovation Norway 

orchestrates all activities within the 

Norwegian national science, tech-

nology, and innovation model. 

Another example is that of Finland, 

where additional bodies have clearly 

defined roles. The Finnish Funding 

Agency for Technology and 

Innovation (known by its Finnish 

acronym Tekes) drives new ideas, 

while the Academy of Finland is 

responsible for managing most R&D 

activities.

Those creating the promotion 

entity should choose its leader-

ship carefully. Animating the eco-

system is a complex, delicate task 

that requires continual adaptation. 

Policy makers and business leaders 

will need to monitor the leadership 

to ensure that it keeps pace with a 

rapidly changing environment, sup-

ports national initiatives, and effec-

tively manages its organizations.5

The composition of the promo-

tion entity’s board is similarly impor-

tant. A director of innovation should 

head the organization. That director 

should oversee a board comprised 

of representatives of stakeholders—

especially the government, the pri-

vate sector, and academia—to ensure 

Figure 3: Research-industry collaboration: GCC and selected developed countries
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strong links between the promotion 

entities and operations.

GCC leaders across all societal 

and economic sectors should coop-

erate to ensure regional develop-

ment of the main drivers of innova-

tion. For example, the GCC has the 

potential to create an alliance among 

its economies that develops, attracts, 

and retains employees with the cor-

rect skill sets. Such an approach 

would also prevent the GCC states 

from crowding each other out at 

this critical early stage of develop-

ing their innovation ecosystem.

Finally, the most challenging 

aspect will be to convene the myriad 

stakeholders and leverage their abil-

ities through synergy. Promotion 

entities will succeed when they 

have created a common set of val-

ues and norms and have forged a 

culture that nurtures innovation 

in the GCC. This is not a form of 

economic nationalism. On the con-

trary, by developing national tal-

ent, the GCC countries can act as a 

magnet to foreign firms seeking new 

innovation hubs. A recent Booz & 

Company study found, for example, 

that one of the top cultural attributes 

cited by successful innovative com-

panies is an attitude that is welcom-

ing to ideas from the outside.6

Linking innovation operations

The promotion entity plays a major 

role in orchestrating the model at 

the operational level. It ensures that 

businesses have the financial, physi-

cal, and human capital to succeed. 

This entails establishing dedicated 

specialized bodies to focus on spe-

cific businesses and industries, such 

as aerospace or nanotechnology. 

This means having a group with the 

broad mandate of ensuring that these 

sectors are coordinated both with 

each other and with the national 

policy.

For example, an orchestrated ef-

fort can help a country focus and 

maximize the effectiveness of the to-

tal investments made in R&D. Ad-

vanced countries—including Swe-

den, Finland, and Japan—have a 

dedicated entity that oversees fund-

ing of innovation-based research 

to ensure that companies are not 

Figure 4: Conceptual framework for GCC innovation promotion entities
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Box 2: Saudi Arabia: Linking innovation operations

Saudi Arabia is making progress in certain 

leading indicators of innovation, such as 

industry-academic collaboration and the 

number of patents and research publica-

tions it produces. Still, it faces several chal-

lenges, including the development of driv-

ers of innovation such as human capital, as 

well as limited opportunities for entrepre-

neurs. These factors have taken a toll on 

entrepreneurial activities and diversification 

of the economy.  For example, in 2009 new 

business ownership and nascent enterprise 

rates in Saudi Arabia were only 1.9% and 

2.9%, respectively, compared with those in 

Lebanon (8.8% and 6.7%, respectively) and 

the UAE (7.4% and 6.5%).1  At the same time, 

government revenues from oil accounted 

for about 85% of total revenues, and PhD 

graduates (aged 25 to 29) out of every 

100,000 were only 40 in number compared 

with 509 and 743 in Germany and Sweden, 

respectively.2

Linking research to commercial 

activities

Established in 1977 as a national centre for 

science and technology, King Abdulaziz 

City for Science and Technology (KACST) 

now is the leading government agency 

in Saudi Arabia championing innovation 

efforts. KACST aims to support the devel-

opment of Saudi businesses by funding 

research through its Saudi Arabian Business 

Innovation Research programme. The cen-

tre also has launched incubators through 

its BADIR program (badir is an Arabic word 

meaning ‘initiate’) and plans to have 80 incu-

bators across the country by 2025.

BADIR promotes the expansion of tech-

nology incubators through its National 

Technology Incubation Policy. BADIR activi-

ties cover vital enablers such as incubation, 

financing, and commercialization. The cre-

ation of incubators will help bridge the gap 

that currently exists between R&D on the 

one hand and production and commercial-

ization initiatives on the other (Table 2.1). 

There are some encouraging preliminary 

Figure 2.1: Preliminary results of the BADIR programme

Table 2.1: BADIR incubator client status, 2011
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Box 2: Saudi Arabia: Linking innovation operations (continued)

signs. According to BADIR, the number 

of incubator clients increased by 350% 

between 2008 and 2011 (see Figure 2.1). 

Looking ahead to 2025, BADIR expects to 

generate 20,000 innovation-related jobs. 

Three recent BADIR success stories stand 

out:

Ataalam provides a women’s vir-

tual learning environment through 

virtual classrooms and interactive 

whiteboards.

S-me is a highly successful SMS-based 

social network for young Saudis, 

boasting some 600,000 members.

ACE Biotech is a a medical manufac-

turer that aims to provide kits and 

reagents for polymerase chain reac-

tion, DNA/RNA isolation, cloning, elec-

trophoresis, and buffers.

Linking small enterprises to 

government operations

Within Saudi Arabia, start-up enterprises 

face several challenges, including their lim-

ited involvement with government oper-

ations. KACST has mechanisms to sup-

port incubated start-ups in partner search 

and networking activities, thereby provid-

ing additional assistance during the early 

stages of the start-up life cycle. KACST 

is also implementing processes that will 

select businesses to support government 

projects geared towards small enterprises. 

The centre will choose businesses based 

on their innovation potential.

Government digitization initiatives 

such as e-health, e-education, and e-gov-

ernment can further strengthen links 

between small enterprises and govern-

ment operations, opening up commer-

cial opportunities for innovative products 

and services. The government’s invest-

ment of US$1.3 billion in Yesser (the e-gov-

ernment program) is an important step 

forward. Other approaches can include 

the government stimulating the supply 

of goods and services generated by small 

businesses. This can be done through 

direct ownership, public-private partner-

ships, or financial incentives. The govern-

ment can stoke demand for these small 

businesses through awareness and educa-

tion, demand creation, or financial incen-

tives. KACST’s national outreach strategy 

aims to enhance public understanding of 

the application of science and the benefits 

of technology to the daily needs of con-

sumers. Moreover, the government can 

use its buying power to reduce the price of 

innovative products and services for both 

public and private sectors.

Linking innovation promotion 

entities to innovation operations

In a recent Booz & Company survey, 66% 

of Saudis who identified themselves as 

entrepreneurs said that it was difficult to 

start a new business. Among the major 

reasons cited were limited access to fund-

ing (including domestic credit and ven-

ture capital) and limited access to industry 

experts and resources.

KACST initiatives to boost entrepre-

neurship in Saudi Arabia include the devel-

opment of government support policies 

for start-ups; the introduction of entrepre-

neurship funds to support relatively risky 

new ventures; and entrepreneurship cul-

ture promotion such as business plan com-

petitions, conferences, and events.

To help bridge the research-com-

mercialization gap, the government 

recently founded the Saudi Company 

for Technological Development and 

Investment (known as Taqnia, meaning 

‘technology’). Taqnia seeks to build compa-

nies that will enable the commercialization 

of research, thereby nurturing domestic 

R&D. Taqnia will also develop the industrial 

base by enhancing links among industries 

to ensure relevant research. Further, it will 

invest directly in foreign ventures to trans-

fer technology to the local market through 

partnerships.

Notes

1. GEM, 2010.

2. Saudi Ministry of Higher education (http://

www.mohe.gov.sa/ar/Ministry/Deputy-Ministry-

for-Planning-and-Information-affairs/HESC/

Ehsaat/Pages/default.aspx); The Conference 

Board of Canada, 2007 (http://www.conference-

board.ca/hcp/details/education/phd-graduates.

aspx);  and Booz & Company analysis.

competing with similar academic 

efforts for resources. A promotion 

entity can ensure that only relevant 

projects will get the required R&D 

funding, and academic groups can 

ensure the f inancing of university 

research.

An example of a well-struc-

tured promotion entity in the GCC 

is the Technology Development 

Committee (TDC) in Abu Dhabi. 

Its members include government 

representatives from the depart-

ments of economic development, 

education, f inance, local munici-

palities, and local executive coun-

cils. In addition, the TDC includes 

representatives from the technology 

sector as well as economic develop-

ment funds, linking those groups 

together.

The TDC advocates and cham-

pions innovation-related policies at 

the government level. It works with 

industry stakeholders to understand 

their R&D priorities and advocates 

policies that support their adop-

tion. The TDC can also coordi-

nate with the science and technol-

ogy committee (set up as advisor to 

the Abu Dhabi government on ini-

tiatives for promoting science and 

technology education programmes 

and innovation) to ensure align-

ment between R&D and academic 

research policies, and prevents con-

f licts between their respective prior-

ities. Governments throughout the 

region are creating similar entities 

(see Box 2).

Operational entities should 

be autonomous and accountable 

for their spending to solidify the 

link between innovation promo-

tion entities and innovation opera-

tions. Often the promotion entity 

has the resources to fund businesses 

and R&D projects. In addition, 

the entity might be able to expand 

linkages by funding marketing and 
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promotion, networking and match-

making, and incubation services.

Conclusion

GCC countries recognize the need 

for innovation as the main catalyst 

for achieving sustainable economic 

growth through economic diversifi-

cation. As they advance in this direc-

tion, they must carefully follow the 

steps of successful economies such 

as Taiwan, Province of China; the 

Republic of Korea; and Singapore. 

These economies have progressed in 

their efforts over the course of many 

decades. Although the GCC may 

require a similar time frame, it has 

two major advantages. First, it can 

use its substantial resource endow-

ment to f inance carefully selected 

initiatives. Second, it can learn from 

the experiences of innovation lead-

ers and replicate some of the ways 

they have engaged stakeholders.

Governments have an important 

role to play as the conveners of stake-

holders and coordinators of efforts 

across all socioeconomic sectors, 

public and private. The GCC coun-

tries need to develop strong links 

among their policies, stakeholders, 

and operations. To translate policy 

mandates to the innovation land-

scape, the GCC will need to ensure 

that their promotion entities follow 

detailed design activities that engage 

and link the stakeholders. These 

links are the sinews of inventiveness, 

ensuring that a healthy and lively 

innovation ecosystem emerges.

Notes

1 Beidas et al., 2011, p. 13.

 2 Prasad, 2009.

 3 UN, 2011.

 4 UNESCO Institute for Statistics, UIS online 

database , available at http://stats.uis.unesco.

org.

 5 See Wilson, 2012.

 6 Jaruzelski et al, 2011.
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