
ZAMILA BUNGLAWALA

POLICY BRIEFING

NURTURING A KNOWLEDGE 
ECONOMY IN QATAR

September 2011



NURTURING A KNOWLEDGE 
ECONOMY IN QATAR

Knowledge, as it is applied in entrepreneurship, 
research, and product design, is one of the key 

sources of sustained growth in the global econo-
my.1 The advancement of a knowledge economy2 
is a central feature of developed and developing 
countries alike. Innovation, along with rising in-
vestment in “intangible” assets, such as research 
and development (R&D) and information and com-
munication technologies, has become ever more 
important as a driver of growth.3 This paper will 
explore whether Qatar – a country highly depend-
ent on its oil and gas revenues – can innovate, di-
versify, and ultimately reach its aim of creating a 
knowledge economy.  

BACKGROUND

Qatar has experienced remarkable economic 
growth in recent decades and is presently the rich-
est country in the world as measured by GDP per 
capita, projecting long-term average growth of 9 
percent beyond 2014.4  The government has invest-
ed considerably in measures to improve and enrich 
the lives of its citizens.  

With its strong public sector base and ambitions for 
economic growth and diversification, Qatar is well 
positioned to move toward a knowledge economy. 
However, it will likely require additional policies 
and programs to get there. A knowledge economy 
and new industries will need to be developed as the 
education and skill levels of young Qataris increase. 
As the labor market develops and requires more 
highly skilled workers, it will be crucial that the 
education system be able to meet those demands, in 
terms of the type and quality of instruction offered. 
Furthermore, Qatar’s private sector needs to grow 
in order to provide more opportunities for entrepre-
neurship and innovation.5  

CREATING AN INNOVATION ECOSYSTEM 

While there is no single definition of an “innovation 
ecosystem,” most descriptions reflect the flow of 
technology and information among individuals, en-
terprises, universities, and government institutions. 
Establishing such an ecosystem requires measures 
that improve performance in R&D, education, en-
trepreneurial activity, and knowledge flows, which, 
when combined, allow an idea to be translated into 
an actual entrepreneurial venture. Singapore pro-
vides an example of successful government-led 
expansion of entrepreneurship. Government strate-
gies over the past few decades have focused on cre-
ating a national innovation system to drive future 
economic growth. These policies have emphasized 
the importance of developing the country’s infra-
structure and human capital by attracting interna-
tional expertise to support local innovation.

Singapore’s economic development has taken 
place in four phases. First came the industrial phase 
(from 1965 to the mid 1970s) of high dependence 
on technology transfer from foreign multinationals. 
Secondly, local technology development took place 
from the mid 1970s to late 1980s through learning 
from multi-national organizations, establishing the 
Singapore Science Park for technological advance-
ment and increasing support to local industries. 
Following that came an expansion of R&D from 
the late 1980s to the late 1990s through the estab-
lishment of local institutions to support innovation, 
such as the Ministry of Communications and Infor-
mation Techcology and the National Science and 
Technology Board, which offer institutional sup-
port for R&D as well as entrepreneurial ventures. 
Finally, the fourth phase, from the 1990s onward, 
saw a shift toward technology entrepreneurship, 
characterized by an emphasis on supporting high 
tech start-ups and a move toward technology-based 
industries.6 
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While the development of a national innovation 
system in Singapore took place over several dec-
ades, in Qatar, critical progress has been made 
within the last 10 years. Nonetheless, similarities 
do exist between the two countries. Qatar too has 
invested in establishing key institutions, such as 
Enterprise Qatar and Qatar Science and Technol-
ogy Park. These institutions, similar to Singapore’s 
Science Park and National Science and Technol-
ogy Board, work to bolster local industries while 
providing infrastructure support and financial in-
centives as well as facilitating knowledge transfer 
between R&D and local businesses. Because Sin-
gapore’s reforms were implemented over decades, 
the country has been able to learn valuable lessons 
through trial and error, and individuals and busi-
nesses have adopted a culture of innovation over 
time. As the national innovation system developed, 
businesses and institutions learned how to benefit 
from the support of policy initiatives. Because it 
is establishing similar institutions at an accelerated 
rate, however, Qatar may need to do more to ensure 
that its population, small and medium-sized enter-
prise (SME) sector, and public institutions are able 
to gain access to and benefit from the support of-
fered by new organizations.

BUILDING BUSINESSES IN QATAR

In its National Vision 2030, the Qatari government 
has outlined key strategic goals, including the crea-
tion of a diversified economy in which the private 
sector, and SMEs in particular, play a pivotal role 
in increasing innovation and entrepreneurship in 
the country.7 Promoting innovative business ideas 
by providing access to training, development, and 
funding is vital to the growth of the SME sector in 
any economy. It is particularly important in Qatar, 
however, as businesses continue to face obstacles 
when entering the market. Qatar is currently ranked 
50th out of 183 economies in ease of doing busi-
ness, according to the World Bank’s Doing Busi-
ness 2011, after placing 39th in 2010.8 World Bank 
research also shows that bank lending to SMEs ac-
counts for only 0.5 percent of the total loans made 
in Qatar, making it nearly impossible for the sec-
tor to grow.9 The average share of SME lending in 

the GCC is only 2 percent, while the share in the 
non-GCC countries of the Middle East is 13 per-
cent. This low level of bank lending suggests that 
considerable changes to the financial infrastructure 
are now needed in Qatar. Examples would be direct 
policy intervention to subsidize lending, improve 
transparency, increase competition between banks, 
and improve the collateral system. Such changes 
would grant individuals and businesses access to 
financial support, which can then help them con-
vert their innovative ideas into viable business ven-
tures.10 

In 2008, Enterprise Qatar, an umbrella organization 
within the Ministry of Business and Trade, was es-
tablished with the aim of developing the SME sec-
tor. Enterprise Qatar is designed to promote and 
support SMEs to be competitive and productive 
through three key programs:

1) Providing financial and support incen-
tives, including training and develop-
ment support for entrepreneurs and ex-
isting SMEs in how to run businesses;

2) Assisting SMEs in gaining access to finan-
cial products, such as seed capital fund-
ing, grants, and guaranteeing loans; and  

3) Offering specialized business support ser-
vices for SMEs to develop networks and 
industry associations, and to incubate new 
projects to help them start up and then 
“spin-off” to become viable businesses. 

Enterprise Qatar thus far has earmarked $549 mil-
lion to help foster an environment of diverse and 
dynamic entrepreneurs for future broad-based and 
sustainable growth.  

In most economies, funding for SMEs does not 
come from the government alone but from the pri-
vate sector or public-private organizations in the 
form of equity funds and venture capital. In Qatar, 
more needs to be done to encourage the private sec-
tor to invest in SMEs and introduce funding options 
for businesses. New Zealand faced a similar obsta-
cle, and, in an effort to strengthen the private sec-
tor, the government established the New Zealand 
Venture Investment Fund, a private equity fund that 
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provides venture capital and seed funding to local 
businesses.11 Such an initiative, which helps spur 
private sector expansion with public funding, could 
be applied to the Qatari context. 

Silatech – established to expand employment and 
business opportunities for MENA youth – is an-
other institution providing direct support for SMEs 
in Qatar. A recent Silatech study found that 24 per-
cent of young Qataris were planning to start a busi-
ness in the next 12 months, yet less than half (49 
percent) believed it would be easy to obtain a loan 
to do so. Only 36 percent thought the government 
made the required paperwork and permits “easy” 
for prospective businesses.12  

The establishment of institutions like Enterprise 
Qatar, Silatech, and QSTP represents progress to-
ward a knowledge economy, and no doubt helps 
explain Qatar’s rapid upward movement on the 
Global Competitiveness Index (GCI), the lead-
ing measure of sustained economic growth.13 For 
2010-11, Qatar was ranked 17th in the GCI index 
compared to 22nd in 2009-10. Qatar is now just be-
low China, France, and Australia. Singapore has 
maintained its ranking at number 3 for the past sev-
eral years.14 

While Qatar appears to be making progress, the 
process of creating a successful knowledge econ-
omy can be difficult to monitor and implement, as 
innovation becomes integrated in the web of global 
markets. Countries, especially small ones like Qa-
tar, must be attentive to the diversity of the inter-
national landscape of innovation, particularly the 
knowledge emerging from leading markets around 
the world, and put in place joint ventures, foreign 
acquisitions, and human capital policies which link 
knowledge with local needs. 

EDUCATION FOR A KNOWLEDGE 
ECONOMY 

The introduction of reforms to boost entrepreneur-
ship, innovation, and administrative efficiency can 
directly support business creation. However, as ev-

idenced by Singapore’s experience, R&D needs to 
be expanded locally while also attracting and ben-
efitting from international R&D. Qatar appears to 
have taken such lessons to heart. 

The youth bulge in Qatar – as in the rest of the Mid-
dle East – will place greater demands on education 
and labor market systems. The Arab Human Devel-
opment Report estimates that Arab countries will 
need to create 51 million new jobs by 2020 to em-
ploy the growing young population.  Qatar now has 
the lowest unemployment rate in the GCC at 0.5 
percent.15   Due to the youth bulge, however, Qatar 
must ensure that young people have market-rele-
vant skills.  This will require not only expansion of 
education options at the university level but also in 
elementary and secondary education.

Education in Qatar has been rapidly transformed 
through the increased choice of courses and uni-
versities. The establishment of Qatar Foundation in 
1995 and Education City in 2002 – which includes 
several campuses of prominent U.S. universities – 
demonstrates the nation’s commitment to increas-
ing human capital levels through education and sci-
entific research.16 Despite the expansion of higher 
education, however, there remains a great deal to 
be done. The OECD Pisa rankings, the universally 
recognized measure of education performance in 
countries, rank countries by student performance in 
reading, mathematics, and science. While the aver-
age score of an OECD country is 493 points across 
all three areas, Qatar scores fifth from the bottom 
with an average score of 372, below Albania and 
Kazakhstan.17 

Delivering market-relevant education is a chal-
lenge reflected across the Middle East, where a 
mismatch exists between the education offered 
and skills needed by the labor market.18 Students 
are still largely learning by rote rather than being 
encouraged to think creatively in a more flexible 
learning environment.19

Science and technology are deemed key compo-
nents for a knowledge economy. These subjects 
help teach cognitive problem-solving and analyti-
cal skills that are essential for the needs of Qatar’s 
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economy.20 Furthermore, by offering a wider range 
of courses, particularly those that strengthen voca-
tional skills, schools and universities can equip stu-
dents for a variety of careers critical to the develop-
ment of a knowledge economy. 

Qatar Science and Technology Park (QSTP) is a re-
cent educational and technical development in Qa-
tar. Similar to the Singapore Science Park, QSTP is 
a hub designed to attract entrepreneurs from the in-
ternational community to develop and commercial-
ize their technologies in Qatar. It promotes collabo-
ration between universities and companies by pro-
viding technological and commercial support for 
small companies, as well as to large corporations, 
such as Exxon Mobil, Microsoft, and Shell. QSTP 
provides financial support for new technology in-
novations through programs such as the “Proof of 
Concept Fund.” This program offers support to en-
trepreneurs, access to networks, and associations 
for entrepreneurs to establish new technologies.21  

The support provided by Enterprise Qatar and QSTP 
is accessible to nationals and expatriates alike. For 
a knowledge economy to be sustainable, a transfer 
of knowledge and skills must take place between 
experts and new entrepreneurs. Qatar hopes that a 
larger number of these new entrepreneurs will be 
nationals and has therefore implemented a policy 
of “Qatarization” to increase the employment lev-
els of Qataris across all sectors. The Qatar 2010 
Census shows that 88 percent of employed Qatari 
nationals work in the public and semi-public sec-
tors.22 For the nationalization policy to be effec-
tive, the skill levels of Qataris need to be improved. 
There are currently no incentives for organizations 
to implement this policy or to transfer knowledge 
to Qataris if they do not already have the required 
skills. In other Gulf nations like Kuwait, facing 
similar challenges, the Ministry of Education im-
plemented the Offset Programme for international 
experts to share their expertise with Kuwaiti stu-
dents in universities.23 Such policies of providing 
business support to Qataris and expatriates, while 
also boosting Qatari representation in the nation’s 
economy, need to be better aligned.

Creating a knowledge-based economy also re-

quires that advanced technical degrees are offered 
in institutions of higher education. When nationals 
are encouraged to study in these areas, human capi-
tal levels can be raised, encouraging nationals to 
work in a diversified economy rather than limiting 
themselves to public sector positions. 

Schools and universities have a clear role to play 
in helping create a culture of innovation by nurtur-
ing the expertise valued in a vibrant private sector. 
To this end, they should promote innovation and 
entrepreneurship, with other public institutions 
providing initial start-up phase protection and the 
infrastructure to absorb risks. Even this practice, 
however, has its limits. As one academic official 
at Virginia Commonwealth University (VCU) ex-
plained, “We do not yet have an innovation ecosys-
tem in Qatar, so our students cannot be expected 
to do everything from business start-up to delivery. 
We can help incubate real projects and help develop 
a creative industry within the university and then 
encourage students and alumni to follow it through 
as a viable business after they graduate.”24  

Through effective public institutions, along with 
the expertise of the service providers from Enter-
prise Qatar and QSTP, education and innovation 
can successfully be combined and delivered. In-
deed, Enterprise Qatar identifies one of its goals as 
reaching out to universities to increase awareness 
of their new business support services. Because 
innovation requires risk-taking, it is important to 
recognize the possible barriers that exist in Qatar, 
as many nationals prefer the greater security, clear 
financial benefits, and stability offered by public 
sector employment. 

Rather than allowing for a vibrant SME sector to 
emerge organically, the government needs to gen-
erate a “security net,” and in some cases procure 
business services, to encourage Qataris to consider 
alternatives to the public sector. One example of 
such a government-sponsored effort at innovation 
occurred when the government approached VCU 
to design the uniforms for the Qatari Army. While 
the project was publicly funded, VCU assigned 
students to design the products and deliver outputs 
as if they were a fully operational business. This 
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endeavor demonstrates that government procure-
ment can produce innovative products and support 
growth in the knowledge economy while also ab-
sorbing project risks.25 

MOVING FORWARD: SUPPORTING A 
GROWING ECONOMY

The 2022 World Cup in Qatar and the $65 billion 
earmarked for infrastructure development present 
an excellent opportunity for the government to 
support local innovation and business.26 While uni-
versities do not readily have the capacity to deliver 
large-scale projects, they can promote risk-taking 
behavior and motivate students to create business 
opportunities that can be “spun off” after gradu-
ation. As one senior expert at QSTP stated: “We 
need to ensure Qatari people feel they will not lose 
anything from venturing into a new enterprise or 
in developing innovative ideas. We need to inspire 
them to take risks based on the possible rewards 
to be gained and to understand that there is value 
through learning lessons even when projects that 
do not always succeed.”27  

Because projects like the 2022 World Cup will re-
quire large-scale economic developments in the 
country, the onus must not be on public institutions 
alone to support and promote the knowledge econ-
omy. Rather, the private sector and international 
organizations also have an important role to play in 
developing Qatar’s knowledge economy. In most 
advanced economies, the private sector, through 
business confederations and lobbying groups, en-
sures that government and policy-makers are in-
formed of market conditions that hinder enterprise 
creation and growth. In Qatar, organizations need 
to highlight these barriers, particularly regulatory 
burdens and the level of bank lending to busi-
nesses, and identify areas of best practice through 
which they can be overcome.

Currently, the Qatar Chamber of Commerce and In-
dustry (QCCI) is the primary representative organi-
zation for the country’s private sector. Its member-
ship is made up of Qatari citizens and Qatari-owned 

companies engaged in commercial, industrial, or 
agricultural business in Qatar.28 The QCCI’s role 
is to organize, represent, and defend the interests 
of its members in the private sector to help sup-
port and develop the Qatari economy. One recent 
proactive measure by the QCCI involved the es-
tablishment of a private sector panel to ensure that 
local companies are awarded government projects 
for the 2022 World Cup. The QCCI also provides 
government departments with recommendations on 
labor force and logistical matters, such as customs 
and transport, which affect the regulatory environ-
ment for businesses. 

The Qatari Businessmen Association (QBA) is an-
other private sector body that provides its members 
with consulting services and business research, 
in addition to organizing discussion platforms for 
shared dialogue on business development.29 The 
QBA’s objective is to represent business interests 
at all levels of government with the aim of promot-
ing diverse investment, entrepreneurship, and cor-
porate development in Qatar.30 With 39 total mem-
bers, the QBA wields some influence in Qatar, yet 
it remains to be seen how much lobbying power 
it has with the government. Organizations like the 
QCCI and QBA provide a critical link between 
businesses and the government and can help ensure 
that barriers to the establishment of new enterprises 
are removed.

International organizations can also contribute to 
economic diversification. The World Bank, through 
its Education for Knowledge Economy program, 
plays a leading role in helping countries develop 
their education programs to help generate work-
forces compatible with a knowledge economy.31 
In addition, the World Bank organizes knowledge 
economy workshops that provide support and guid-
ance to countries to help advise on economic pros-
perity. In fact, one such workshop in the Middle 
East, attended by several countries in the region, 
including Qatar, led to the adoption of the Tunis 
Declaration. This document details the importance 
of creating knowledge economies in the Middle 
East and forming regional networks of experts to 
share experiences and expertise.32 
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Greater entrepreneurship and innovation not only 
further internal growth but can also help build 
stronger economic links between countries. The 
Obama Administration, for example, committed in 
June 2009 to establishing “a new corps of business 
volunteers to partner with counterparts in Muslim-
majority countries.”33 In fact, President Obama 
hosted a Summit on Entrepreneurship in an effort 
to expand ties with entrepreneurs and business lead-
ers in the region. Such partnerships can help serve 
the interests of communities and countries around 
the world by facilitating greater domestic economic 
growth and development.34

POLICY RECOMMENDATIONS

To succeed in delivering on the commitment to de-
velop a knowledge economy, the Qatari government 
must build up a vibrant and effective private sector. 
This can be achieved by building on ongoing infra-
structural developments and creating an innovation 
ecosystem to promote research, support, as well as 
to finance risk-taking and business ventures. The 
Qatari government, however, should also be aided 
by the private sector and international organizations. 

To this end, the recommendations in this paper fall 
to the Qatari government, the Qatari private sector, 
and international organizations.

Recommendations for the Qatari government and 
public institutions:

•	 Looking to the Small Business Innovation 
Research program in the United States as a 
model, the Qatari government should help 
to generate demand for research that is then 
transformed into viable businesses through 
public procurement initiatives. The Small 
Business Innovation Research program allo-
cates 2.5 percent of the total research budgets 
of all federal agencies with budgets over $100 
million to contracts or grants for small busi-
nesses. The Qatari government could set a simi-
lar target of funds from research budgets to be 
allocated to small businesses. 

•	 Prizes should be granted for business ven-
tures and innovations. The National Busi-
ness Plan “Al Fikra” competition offers a use-
ful model for incentivizing entrepreneurial 
ideas. The competition allows undergraduate 
and graduate students, as well as profession-
als, to present business plans to a consortium 
of higher education institutions and business 
development groups, who then help convert the 
best ideas into viable businesses by providing 
advice and funding.35 Public institutions, such 
as the Ministry of Business and Trade, Enter-
prise Qatar, and the Ministry of Higher Educa-
tion should now take similar action. In so do-
ing, risk-taking behavior will be encouraged 
and entrepreneurs rewarded early on in the in-
novation process, encouraging them to continue 
taking risks. Additionally, national prizes would 
add to the prestige associated with innovation 
and business development and therefore grant 
greater cultural acceptance. The National Busi-
ness Plan competition, launched in 2011, is the 
first of its kind to seek to reward innovative ide-
as, rather than only final products. Such projects 
should be emulated.

•	 Enterprise Qatar should provide financial 
incentives for Qatar’s equity funds and ven-
ture capital entities to invest in and provide 
financial support for SMEs. This will increase 
small and fledgling businesses’ access to fund-
ing, through private or public-private equity 
funds, enabling entrepreneurs to advance their 
projects and ideas.  

Recommendations to Qatari schools and universi-
ties:

•	 Schools and universities in Qatar can help 
foster a culture of business development and 
risk-taking by ensuring that these skills are 
taught as an integral part of the educational 
curriculum. This, in turn, will encourage more 
students to become involved in business and 
eventually contribute to the transfer of knowl-
edge. By adding such classes, a new generation 
of Qataris will be more likely to venture into the 
private sector, thus contributing to the develop-
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ment of a knowledge economy.

•	 Universities should expand the incubation 
role currently offered by QSTP for tech-
nology innovation, through which students 
can gain access to the support of Enterprise 
Qatar, Silatech, as well as QSTP. In this way, 
a stronger link can be forged between educa-
tion and business creation. Business incubation 
by universities will help subsidize risk-taking, 
thereby reducing risk aversion. It will also help 
foster an environment in which universities 
and students are willing to adopt new ways of 
learning through a combination of research, 
education, and business creation. Universities 
should therefore provide institutional support 
to young people with viable business ideas by 
absorbing the initial start-up costs and risks as 
well as providing infrastructure support. By 
doing so, institutions of higher education can 
enable real projects to be designed and imple-
mented by students, within universities, in their 
early stages.  

•	 Qatar’s education system, from the primary 
school to university level, needs to support 
and meet the requirements of its economy 
to ensure immediate and long-term stability 
and growth. A comprehensive reform program 
of how schools and universities in Qatar can 
meet the government’s objectives for a knowl-
edge economy, as outlined in the National 
Development Strategy and Qatar National Vi-
sion 2030, should be undertaken. Courses em-
phasizing cognitive problem-solving, creative 
thinking, and vocational and technical skills 
should be emphasized. 

Recommendations for the private sector in Qatar:

•	 Qatar’s private sector can aid in the de-
velopment of the knowledge economy by 
improving access to finance. The QCCI and 
QBA should lobby financial institutions in Qa-
tar to increase bank lending for local enterpris-
es from the current 0.5 percent to the current 
non-GCC level of 13 percent, and the World 
Bank target rate of 21 percent for SMEs.

•	 The QCCI and QBA, working in conjunc-
tion with Enterprise Qatar and similar or-
ganizations, should draw up a new regulato-
ry framework to increase transparency and 
banking competitiveness in financial lending 
to SMEs. In this way, subsidized bank lend-
ing can be effectively monitored and evaluated 
to ensure that it facilitates the establishment of 
new businesses and new growth for existing 
ones.   

Recommendations for international organizations:

•	 Drawing from the Tunis Declaration, the 
World Bank, through its Education for 
Knowledge Economy program, can provide 
Qatar with direct support, guidance, and 
expertise to advise on improving the Qatari 
education system. The Bank and similar or-
ganizations can also help ensure that networks 
of innovation and knowledge economy experts 
are made known and available to Qatar. This 
support will help Qatar further advance its 
knowledge economy by increasing the skills 
levels of the workforce, guiding local business-
es, and ensuring positive movement toward 
meeting the World Bank target of 21 percent 
bank lending for SMEs. 
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