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POLICY DIALOGUE ON NATURAL RESOURCE-BASED DEVELOPMENT 
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REVENUE SPENDING AND NATURAL RESOURCE FUNDS 

STRATEGIC INVESTMENT FUNDS: COMPARATIVE ANALYSIS AND LESSONS LEARNED 

This thematic report prepared by the OECD Development Centre is submitted for discussion under 

session 6C of the Seventh Plenary Meeting of the Policy Dialogue on Natural Resource-Based 

Development to be held on 1 December 2016 at the OECD in Paris. 

Following the endorsement of the lessons learned of the Comparative Analysis on the Performance of 

Stabilisation Funds and Investment Options, participants in the Policy Dialogue on Natural 

Resource-based Development agreed to undertake further analysis to investigate how to use natural 

resource revenues to support the implementation of the 2030 Agenda for Sustainable Development. 

The Seventh Plenary meeting will feature a thematic discussion on the trade-offs, opportunities, and 

effectiveness of strategic investment funds. 

This document provides a knowledge base for experience sharing and peer-learning, by comparing 

experiences across OECD and non-OECD countries.  
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EXECUTIVE SUMMARY 

A number of natural-resource rich countries have established strategic investment funds to facilitate 

diversification of the domestic economy (with some making strategic international and regional 

investments that benefit the domestic economy). This report shows that strategic investment funds adopt a 

range of goals and have been effective in achieving these goals, including crowding-in foreign investment 

through co-investment, improving the financial performance and competitiveness of state-owned 

enterprises (and in some cases with a goal of facilitating privatisation), developing and deepening local 

capital markets, promoting the development of new sectors and new job opportunities in the economy, 

making investments in key infrastructure to facilitate growth and local economic capability, and 

commercial investments in sectors to improve human development outcomes. Strategic investment funds 

adopt the practices and methods of similar investment funds operating in the private sector, employing 

capital in various ways and in different parts of the capital structure of firms and projects. Strategic 

investments funds aim to generate a financial return and a developmental return. As such, they have a 

‘double-bottom line’ objective. Strategic investment funds are most effective as part of a broader 

institutional development and reform pathway. Effectiveness is also supported by a clear investment policy 

that establishes the criteria and targets for investment, coupled with some level of coordination across 

government to avoid duplication of public investment. A clear investment governance framework and the 

capacity to build professional and capable investment team, coupled with adherence to accepted standards 

of disclosure and transparency, likewise support effectiveness.  
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I. Introduction 

Participants in the Sixth Plenary Meeting of the Policy Dialogue on Natural Resource-based 

Development held on 22-23 June 2016 agreed to share experience on country practices to clarify the trade-

offs, opportunities, and effectiveness of different policy mechanisms for current expenditure and public 

investment of natural resource revenues in support of the post-2030 development agenda. Four tools were 

identified: sub-national revenue spending, special-purpose investment vehicles, ear-marking practices and 

direct distribution mechanisms. Participants engaged in a first thematic dialogue on subnational revenue 

sharing as part of the Sixth Plenary Meeting. 

Two principal concerns underlie the challenge of effectively managing resource revenues: managing 

the counter-cyclical nature of resource revenue flows to ensure that there is a consistent level of resources 

available for spending; and ensuring productive gains from the funds that are spent in-line with the 2030 

Sustainable Development Agenda. The first issue was addressed in the Comparative Analysis on the 

Performance of Stabilisation Funds and Investment Options prepared by the OECD Development Centre 

and endorsed at the Fifth Plenary meeting of the Policy Dialogue. That report focused on the use of 

sovereign wealth funds that have a stabilisation and/or saving function, which are invested in foreign assets 

of short and long duration and with different risk/return characteristics. Participants recognised the merits 

of stabilisation funds as a financial management tool to help ensure discipline on spending sustainability 

over time, as a means of addressing absorptive capacity issues from high commodity prices, and as a 

means of limiting opportunities for corruption through more transparent accounting practices of resource 

revenue flows. The current decline in commodity prices further shows the value of having a stabilisation 

fund and precautionary savings that can be used when commodity markets collapse and revenues from 

natural resources decline. 

This second body of work aims to address the second challenge that natural resource countries face, 

namely how to translate natural resource wealth into broader development gains. This report focuses on 

strategic investment funds.  

This report is intended to provide a knowledge base for understanding the functioning of strategic 

investment funds in their different forms, and to consider whether and how they can address the 

developmental needs of natural-resource rich developing economies. This analysis is a based on a review 

of the available literature and a review of strategic investment funds from Nigeria, Ireland, Senegal, 

Bahrain, United Arab Emirates, Malaysia, Singapore, and Russia are reviewed.
1
 The following sections 

define strategic investment funds and outline the lessons and attributes of effective strategic investment 

funds, providing further clarity on the possible objectives a strategic investment fund could adopt. The 

final section presents discussion questions for peer-learning.  

This report is closely aligned with ongoing research at the World Bank on this topic. An important 

distinction between this work and a recent Working Paper of the World Bank on the topic (see Halland et 

al., 2016) is in the definition and treatment of strategic investment fund. Specifically, the World Bank 

report includes investment platforms that are initiated by multilateral organisations (e.g. Africa Renewable 

Energy Fund; Philippine Investment Alliance for Infrastructure) and wholly managed by private-sector 

investment firms, as well as guarantee facilities sponsored by multilaterals (e.g. European Fund for 

Strategic Investments). By contrast, this report limits the scope of strategic investment funds to state-

sponsored entities, and it does so for a particular purpose; namely to understand and situate strategic 

investment funds as among the special-purpose investment vehicles designed to assist resource rich 

developing countries to convert their natural resource revenues into productive development outcomes.  
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II. Key characteristics of strategic investment funds 

Strategic investment funds have two important characteristics. First, strategic investment funds 

operate on a commercial basis whereby all investment decisions must fulfil market-based risk and return 

criteria, but those investments must also produce positive development outcomes. These development 

outcomes can be broadly defined to include, among other objectives, new and sustainable employment 

opportunities, increased renewable energy capacity, and road infrastructure development. In effect, 

strategic investment funds have a double bottom-line objective: financial returns coupled with an 

additional or multiple socio-economic returns; and they can be deployed for a range of objectives, such as 

adding depth to undercapitalised domestic financial markets, attracting private foreign capital investment 

in infrastructure projects such as energy, ICT, transport and logistics, and economic diversification and 

development of the domestic economy. This dual purpose, and the ability of strategic investment funds to 

accrue and deploy both public and private capital and resources (skills, knowledge, and technology) 

renders them unique as among the special purpose investment mechanisms under consideration. 

The second key characteristic of strategic investment funds is that they adopt the organisational and 

operational practices of similar types of investment funds operating in the private sector (e.g. private 

equity; venture capital). The aim is to bring the investment tools and practices used by comparable 

investment funds in the private sector to a public-sector entity. In effect then, strategic investment funds 

are a tool for government to utilise or capitalise on private sector capabilities and resources, in this instance 

the investment practices and standards of similar types of funds operating in the private sector, to kick-start 

and drive productive growth and development.  

Despite these important characteristics and attributes, strategic investment funds are not, however, a 

replacement for conventional modes of public investment and expenditure via the budget and other 

earmarked funds. Rather, strategic investment funds are an additional and a potentially complementary tool 

that government can utilise to deploy capital within the economy. For natural resource rich countries, 

strategic investment funds are typically geared toward helping diversify the economy.
2
 Yet, as a tool for 

government and given their combined financial and development remit, strategic investment funds are 

arguably most effective as part of a broader policy and institutional development and reform pathway.
3
 

The investment practices used by strategic investment funds are wide-ranging: 

 Evidence shows that many strategic investment funds invest in different parts of the capital 

structure of firms (i.e. debt and equity) and large infrastructure projects. 

 Investments are made in large but also small and medium-sized enterprises, and in infrastructure 

for example. 

 They are also investors in funds of funds, namely private equity funds but also venture capital 

funds. 

 Strategic investment funds take minority equity stakes and in some case majority equity stakes. 

 Some strategic investment funds, such as Abu Dhabi’s Mubadala Development Corporation, also 

use leverage to increase their capital under management. 

Finally, many strategic investment funds, such as the Russian Direct Investment Fund, seek to co-

invest with external investors at home and abroad, to leverage capital investments but also to access a 

qualified and credible cadre of skills and expertise. 
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Strategic investment funds are typically established with start-up capital financed by the state budget 

(or some other form of government revenue or savings), which for natural resource rich countries is 

predominantly derived from natural resource revenues. The decision to establish and finance such funds is 

thus subject both to state financing and parliamentary (or executive) scrutiny at the outset. However, 

strategic investment funds are typically established as autonomous entities with investment decision-

making made independently of direct government influence. They are rarely accounted for in the state 

budget and can thus be classified as extra-budgetary entities.
4
 But their performance and adherence to their 

intended objective(s) is still subject to periodic government review.
5
 

In some cases, such as Nigeria, strategic investment funds have received additional allocations from 

the budget after the initial outlay of capital, but in other cases, strategic investment funds will self-source 

ongoing operating expenditures and reinvest proceeds from current investment or divestitures. As noted 

above, some strategic investment funds will multiply their investable capital by issuing debt on the capital 

markets, and most will seek external co-investors as an additional means of multiplying capital to potential 

investments. 

Importantly, strategic investment funds are distinct from other forms of ear-marked off-budget 

resources which are also created and deployed for economic development purposes (e.g. infrastructure 

fund, employment fund, social fund), but which are sustained only and directly through the government 

budget, and do not have the commercial or financial capital incentive. These other types of off-budget ear-

marking mechanisms or resources will be the subject of a subsequent report focused on off-budget and on-

budget ear-marking practices. 

Strategic investment funds are also different from sovereign wealth funds that have a domestic 

investment mandate, or have been used to finance domestic projects outside of the government budget. 

This residual category of sovereign wealth fund, which is atypical, is not covered in this report.
6
 Strategic 

investment funds are likewise distinct from national development banks, although they may have similar 

development objectives. A key difference between a strategic investment fund and a national development 

bank is that the a development bank may be more likely to fund projects that produce below market returns 

(for a discussion see Gelb et al. 2014). The activities of national development banks are also not covered in 

this report. 

III. The Scope and Function of strategic investment funds  

There are various policy objectives for strategic investment funds that shape their operational and 

investment objectives as a strategic investor. In a working paper by Clark and Monk (2015), and 

subsequently published in Bachher, Dixon, and Monk (2016) a four by four matrix is presented to 

categorise strategic investment funds by objectives and links to national endowments and advantages, as 

visualised in Figure 1. This matrix was designed based on an analysis of high performing and well-

designed strategic investment funds (see also Dixon and Monk 2014, 2017).
7
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Figure 1.  Categorising Strategic Investment Funds  

 

Source: Adapted from Clark and Monk (2015) 

The horizontal axis moves from strategic to commercial in relation to investment objectives. Here, 

the balance between the two sides of the axes is contingent on whether the market is establishing the 

agenda or the government is. Put another way, if the market is driving industrial development in the 

economy this does not mean necessarily that there is no place for a state-owned strategic investment fund. 

Rather, in this context where the market is driving the direction of economic development, the objective of 

the strategic investment fund is to leverage its existing investment portfolio or acquire structurally 

significant assets in order to increase their performance and benefit from the financial upside of this 

market-driven economic development. On the other hand, where the government is shaping the strategic 

direction of industrial development, because there is a market failure or markets are insufficiently 

developed, the strategic investment fund identifies emerging opportunities in sectors that show promise. 

Here, part of the aim is to catalyse economic development such that investment attracts, or ‘crowds-in’, 

additional private capital to add momentum to economic development.  

The vertical axis shows the link between how tight or how loose the strategic investment fund is 

coupled with national endowments and advantages. This relates primarily to how closely aligned the 

strategic investment fund is to state-owned enterprises. Indeed, a number of strategic investment funds also 

manage the government’s holdings in state-owned enterprises. Whereas others are loosely affiliated or not 

affiliated at all with other state-owned enterprises. So for example, Malaysia’s Khazanah Nasional Berhad, 

the country’s strategic investment fund, began as a holding company of state-owned enterprises. Many of 

these holdings have been, in part, privatised and the fund is now focused on making strategic investments 

at home and abroad that are seen to improve the long-term competitiveness of the Malaysian economy. 

Singapore’s Temasek likewise followed this organisational evolution, which tracked the advancement and 

development of the Singaporean economy (see following section).  

The two axes result in four different categories that reflect the policy and, in turn, the operational 

objectives of the strategic investment fund. The existence of this taxonomy does not necessarily mean, 
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however, that a strategic investment fund is limited to necessarily any one category. The categories are 

not automatically mutually exclusive. Indeed, evidence shows that some strategic investment funds adopt 

multiple strategies. The next four sections explain the four categories with examples and lessons learned.  

1. Reinforcing, renewing, and reorganising state assets  

For a strategic investment fund that is a major or exclusive owner of state-owned enterprises and other 

real assets, the fund could exercise its ownership rights by demanding better performance of these assets. 

On the one hand, the fund is motivated to maximise its financial performance. On the other hand, as a 

strategic investor, the fund is motivated to improve productivity and outcomes at the level of the national 

economy; and particularly in relation to state owned entities or firms. Reinforcing activity could include 

pressing for changes to corporate governance and operational practices to move these firms closer to 

practices in the private sector. While aiming to improve financial performance, this reinforcing strategy is 

also a precursor to partial or complete privatisation of these assets. This strategy is not about supporting 

poorly performing state assets that are unlikely to show growth in the future. Rather, the strategy aims to 

improve the performance of state assets that show potential. 

Established in 2008 Samruk-Kazyna is a joint-stock company that owns in part or in whole many 

important companies in Kazakhstan, such as KazMunyGas, the state-owned oil and gas company. The 

country’s sovereign wealth fund is the National Fund of the Republic of Kazakhstan (NFRK), which was 

established in 2000 with the aim of stabilising and saving revenues from oil and gas production. The key 

difference between the two is that the NFRK is invested almost entirely in low-risk foreign assets, whereas 

Samruk-Kazyna is invested in domestic assets with an aim of maximising the long-term value and 

competitiveness of its portfolio companies in international markets.  

In 2015 the government announced a major reorganisation of Samruk-Kazyna to improve the 

performance of the fund and its portfolio companies.
8
 In part, the reorganisation was driven by an effort to 

emulate the transformation of strategic investment funds like Singapore’s Temasek and Malaysia’s 

Khazanah Nasional Berhad. As with Samruk-Kazyna, Temasek (established in 1974) and Khazanah 

(established in 1993) began as state holding companies for major state-owned enterprises. Over time, 

Temasek and Khazanah moved beyond simply holding major state companies to becoming strategic 

investors at home and abroad to support economic diversification and national development.  

Malaysia, for example, initiated a major transformation programme in 2004 of state-owned (whole or 

partial) companies and the Khazanah fund, known as the Government-Linked Companies Transformation 

Programme. The Programme, which finished in 2015, called for government-linked firms, of which 

Khazanah is a major shareholder, to deliver greater shareholder value and better and socially responsible 

corporate governance. The goal was to drive greater global competitiveness of Malaysian firms and their 

contribution to national development.  

In addition to helping nurture this transformation of government-linked companies, Khazanah was 

given a new mandate to make strategic investments in sectors and geographies deemed to be significant for 

the future of the Malaysian economy. Consequently, Khazanah began investing strategically abroad to 

increase international partnerships and to enhance the regionalisation of its investee companies. To support 

this internationalisation, Khazanah has established foreign offices in China, India, Turkey, the US and the 

UK. One measure of success of the programme is that return on equity was 2 percent before the 

programme and 7 percent after, suggesting the programme has been effective. 

A key example of this programme’s effectiveness, and an important developmental dividend from 

these efforts, has been the building of a regional healthcare platform via IHH Healthcare Berhad. Khazanah 

identified healthcare as a key sector in 2005, with a goal of establishing a synergistic network of healthcare 

services assets that integrated private hospitals, clinics, laboratories, medical and nursing schools, spanning 

ASEAN, China, India, and the Middle East. Khazanah began making strategic acquisitions across the 
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region, buying key stakes in healthcare providers and a private medical university (IMU). In 2010 IHH was 

incorporated to consolidate Khazanah’s holdings in the sector. In 2012, IHH was listed on the Bursa 

Malaysia and the Singapore Stock Exchange. IHH is now the largest listed healthcare group in Asia and 

the second largest in the world.
9
 

Like Malaysia, Kazakhstan’s transformation programme for Samruk-Kazyna aims to transform the 

fund into a strategic investor. Part of the programme consists of utilising Samruk-Kazyna to drive better 

performance and corporate governance of its investee companies, in line with the OECD Principles of 

Corporate Governance. The goal is to transform companies from quasi-state entities to efficient and 

profitable companies. 

Box 1. Building a professional and outward-looking organization 

It is unsurprising why new strategic investment funds like Senegal’s FONSIS and Kazakhstan’s Samruk-Kazyna look to 
Singapore’s Temasek as a guide. Temasek is not solely responsible for Singapore’s success, but has substantially 
contributed towards it, particularly in terms of driving economic modernisation. The fund focuses on four investment 
themes: transforming economies; growing middle income populations; deepening comparative advantages; and 
emerging champions. 

Incorporated in 1974, Temasek has returned 15% compounded annually since its inception, and is rated AAA by S&P 
Global Ratings. Its portfolio of roughly USD 180 billion (31 March 2016) is invested mostly in Singapore and Asia in a 
broad spectrum of industries: financial services; telecommunications, media and technology; transportation and 
industrials; life sciences, consumer and real estate; and energy and resources.

10
 An important component of 

Temasek’s success is the quality of the investment professionals it has been able to assemble. Temasek is not unlike 
other competitive global financial institutions operating across markets. With a highly educated population and a 
developed financial sector, Temasek could source talent and expertise exclusively from the local population. Yet, in the 
last decade the foreign staff at Temasek, who come from 33 different countries, has grown from roughly a quarter to 
now half.

11
 

Temasek demonstrates the lesson that strategic investment funds should be managed by professionals with expertise 
and experience in direct investment and corporate engagement, which may entail recruiting from a global talent pool. 
Having a professional experienced staff helps ensure alignment with the commercial objectives of the fund, 
while providing confidence to potential foreign investment partners. 

Sourcing foreign talent is a function of the global outlook that many of these funds have. Most have global 
ambitions to attract foreign investors and to make the national economy globally competitive, and a global financial 
labour pool is a partial conduit to that end. At the same time, creating a diverse international talent base helps to 
underwrite the commercial orientation and credibility of the organisation. Indeed, it is common for strategic investment 
funds, in developing and developing countries, to source some foreign staff. It is also common, as in the case of 
Nigeria, to recruit diaspora with significant experience working in major financial centres and global financial firms; or to 
develop the knowledge and skills of nationals through graduate training schemes. In this sense, a strategic investment 
fund can be used to upskill local capabilities to benefit the fund, but also the domestic economy. Skills developed in 
service of the fund can then be deployed elsewhere to reinforce the development and modernisation of other sectors. 

2. Crowding-in investment 

Most strategic investment funds are geared towards attracting co-investors. As in the last category, the 

strategic investment fund may help support the privatisation of state-owned assets. But the strategic 

investment fund may also act as an anchor investor for other firms going public, buying a large equity 

stake to ensure a successful initial public offering that attracts other external investors. Or, it may attract 

other co-investors to partner on private equity transactions. Outside capital or co-investment opportunities 

can be generated by the fund due to its unique position of understanding of local economic opportunities 

and conditions. Ultimately the aim is to increase foreign investment in the economy, with the strategic 

investment fund being one platform for doing so.  
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Evidence suggests that there are several motivating factors behind this peer-to-peer collaboration (see 

Bachher et al. 2016). First, teaming up with like-minded investors may bolster returns by taking advantage 

of each partner organisation’s locational knowledge and advantages. Second, pooling resources in terms of 

due diligence, deal execution, and human capital, reduces operational expenses. Third, a co-investment 

platform may offer access to deals that would otherwise be difficult to source and validate. Fourth, co-

investment offers the opportunity of increasing direct investments in the portfolio while also providing 

scope for diversification. Fifth, co-investing allows investors the ability to bypass traditional intermediaries 

(e.g. private equity firm), giving the group greater governance rights and control over the investment. 

Sixth, collaborating, particularly with the inclusion of a state-sponsored institutional investor may 

minimise political and headline risk for foreign partners investing in another partner’s domestic market.
12

 

An early trendsetter in collaboration and co-investment has been Russia Direct Investment Fund. 

In 2011 the Russian government embarked on a new strategy for attracting foreign direct investment by 

establishing the Russia Direct Investment Fund (RDIF) with USD 10 billion of committed capital. This 

new strategic investment fund was established expressly as a co-investment vehicle, with the objective of 

supporting economic modernisation of the Russian economy by investing in high growth Russian 

companies and essential infrastructure. Making co-investment a core strategy of the fund made it unique 

among other sovereign investors at the time, with many now following this trend. 

For foreign investors, many of them sovereign wealth funds, the RDIF provided a platform for 

investing in Russia. RDIF’s selling point is that it has a deep understanding of the local economy and local 

investment opportunities. Given its intent to foment economic modernisation of the Russian economy, the 

fund’s investment focus is on investing in high growth Russian companies, sectors where Russia has a 

sustainable competitive advantage, and where there are opportunities to significantly increase the 

efficiency of Russian producers.  

Since its inception, the proportion of RDIF capital to funds of foreign investment partners has been 

10 to 1. RDIF has closed more than 30 deals across different sectors in the economy with more than 

20 partnerships it has formed with other sovereign investors, such as Abu Dhabi’s Mubadala, Bharain’s 

Mumtalakat, and the China Investment Corporation, and private-sector investment funds.  

Investments have been made in major infrastructure projects, such as modernising the Russian energy 

grid and building a railway bridge over the Amur river connecting Russia with China.
13

 China also co-

invested with RDIF in a large stake in Russia’s second largest wood processing company RFP Group. 

Other investments include RDIF acting as an anchor investor to co-investors to the initial public offering of 

MD Medical Group, Russia’s leading private network of prenatal clinics and hospitals. This investment 

helped to increase access to higher quality medical care in Russia’s regions, by building modern medical 

centres and developing training opportunities for healthcare specialists, and introducing international 

technological and safety standards. 

Although RDIF has made considerable progress as a co-investment platform, a number of 

partnerships have not progressed beyond the commitment stage due to the economic sanctions adversely 

affecting RDIF’s ability to attract capital. Notwithstanding, RDIF’s commitment to building co-investment 

opportunities and its proven capacity to attract investment partners before sanctions shows that it is an 

effective organisation and a potentially attractive model for other countries to emulate. 

3. Catalysing new economic opportunities for economic diversification 

Relying on any one sector entails significant risk for the economy if that industry underperforms. 

Diversification is particularly important for natural resource producing countries, as diversification of the 

economy is another means of providing stability to the economy from the potentially extreme volatility of 

natural resource prices and revenues. A more diverse economy, in principle, can better weather a downturn 
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in natural resource revenues. This is true for any economy that relies so heavily on a single or a few 

industries.  

Many strategic investment funds not only in resource producing economies are geared toward 

fostering economic diversification by catalysing new sectors in the economy and making investments in 

infrastructure and R&D capabilities to support long-term growth and economic competitiveness. In that 

respect, the policy challenge is for the strategic investment fund to identify areas of the economy that 

require further development to improve the overall capabilities of the economic ecosystem. A compelling 

example is Abu Dhabi. 

By a number of metrics Abu Dhabi in the United Arab Emirates is incredibly wealthy. With a small 

population and large hydrocarbon reserves, GPD per capita is one of the highest in the world. The Abu 

Dhabi National Oil Company is the 12
th
 largest oil and gas producer in the world, providing a steady flow 

of income to the government. The Emirate also has a long-term savings fund, the Abu Dhabi Investment 

Authority, with an estimated USD 800 billion invested in assets all over the world. As a result, Abu Dhabi 

has sufficient precautionary savings to weather any reduction in hydrocarbon revenues, and an ability to 

share the wealth of today’s hydrocarbon production with future generations. 

But Abu Dhabi has recognised that it cannot depend on hydrocarbon revenues and its accumulated 

wealth alone. In 2002 Sheikh Khalifa bin Zayad Al Nahayan issued a decree establishing a strategic 

investment fund, the Mubadala Development Corporation, which was tasked to diversify the economy 

away from the extractives sector to provide greater opportunities for citizens, as not everyone could work 

for the national oil company or the Emirate’s sovereign wealth fund.  

Mubadala, like the Abu Dhabi Investment Authority, was established to achieve financial returns. Yet 

it was also given a strategic focus – to maximise the Emirate’s wealth and also its economic capabilities. 

The challenge for Mubadala was significant. Other than hydrocarbon wealth Abu Dhabi had no other 

significant industry and no significant comparative advantage. With a comparably blank slate, Mubadala 

has relied on two key mechanisms to make productive investments. First, Mubadala raises debt on the 

capital market to leverage its own capital, thus bringing a degree of market discipline to the fund’s 

activities. External investors will only provide capital if they have some degree of confidence that the 

investments Mubadala is making are sound. Second, rather than building industries from scratch, 

Mubadala focuses on building strategic partnerships with major international companies (Haberly, 2011). 

This not only brings in external expertise and can serve to build a country’s comparative economic 

advantage; but it also introduces an additional layer of market discipline as external partners are staking 

their reputation and capital as well.  

For instance, a key business sector focus for Mubadala is aerospace and engineering services, with the 

aim of making Abu Dhabi and the UAE a global aerospace hub manufacturing key inputs and providing 

maintenance services. Since its inception Mubadala has formed strategic partnerships with a number of the 

world’s major aerospace firms, including Boeing, Airbus, Rolls-Royce, Leonardo-Finmeccanica and GE. 

One of Mubadala’s investments is Strata Manufacturing, which was established in 2009 to make composite 

aero-structures. Strata is now a Tier 1 supplier, contributing parts to Boeing’s new composite-based 

787 and Airbus’s new composite-based A350 aircrafts.
14

 In effect, Mubadala is helping integrate the region 

into global value chains through the creation of globally competitive producers.  

Senegal is another example of a country attempting to catalyse new economic opportunities via a 

strategic investment fund. At the end of 2012 the National Assembly of Senegal passed legislation 

establishing the Fonds Souverains d’investissement Strategies (FONSIS), with operations officially 

launched in October 2013. Like Samruk-Kazyna discussed above, FONSIS is modelling itself after 

Singapore’s Temasek. The goal is to consolidate and reinforce the government’s existing holdings, while 

making new investments alongside partners in the private sector to increase the productivity and dynamism 
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of the economy.
15

 FONSIS is focusing initially on investments in Senegal, but its founding legislation 

allows for investments to be made abroad.  

One area FONSIS has been crucial in kick-starting is solar power production. In 2016 work began on 

the construction the Senergy Project, a 30 megawatt solar power plant. With production expected to begin 

in 2017, the Senergy Project will be West Africa’s largest photovoltaic power facility. While providing 

renewable energy to Senegal, the project adds more diversity to Senegal’s energy mix. Senergy is co-

financed by EUR 43 million in capital from FONSIS, Paris-based investment fund Méridiam, which 

focuses on the preparation and delivery of long-term public infrastructure projects, and PROPARCO, a 

subsidiary of the French Development Agency. Although FONSIS is a new organisation, and the work on 

the Senergy Project has just begun, the development of the Project itself signals its potential as a strategic 

investment fund in catalysing new economic opportunities for Senegal.  

4. Supporting local financial market development  

The development of the local financial system and financial markets is an important part of 

developing a domestic economy. In fact, the financial system can help to move capital to where it is most 

productive, while providing enterprise (and households) with the capital they require to grow and remain 

competitive in domestic and international markets. Part of developing the financial system is through the 

creation of effective regulatory and prudential oversight mechanisms, which creates the necessary trust for 

capital providers to want to participate. In that sense, developing the financial system is also about 

deepening the capital base, but strategic investment funds can also play a role, and can be structured to 

support capital market development. Here the strategic investment fund, through its ownership of key 

national firms and involvement in different sectors, can help bring credibility, discipline and commerciality 

to domestic industries, which can make the economy more attractive to investors and new financial 

intermediaries, adding depth and financial expertise to the local financial system. 

But, the effectiveness of a strategic investment fund’s contribution to capital deepening is contingent 

on the quality and effectiveness of the legal and regulatory oversight of the financial system, and, in turn, 

the general quality and reliability of other financial intermediaries (e.g. banks). Put simply, a strategic 

investment fund may contribute to the development of an effective and efficient financial ecosystem, but it 

is only one tool of many.  

Evidence also shows that strategic investment funds are investing indirectly through external 

investment managers that are focused on particular areas in the economy. The reason for investing through 

funds of funds, such as a private equity firm or a venture capital firm, is largely a means of accessing 

sector-specific expertise in particular areas that the strategic investment fund does not have. Likewise, the 

private equity fund may be better placed to monitor investments and directly engage with investees to 

support the rollout of their business plans. For developing countries access to funds of funds may be 

limited due to their small market size, at least in comparison to developed economies. Conversely, as 

suggested in the previous section, one rationale for a strategic investment fund is to attract public and 

private co-investors to the country, which in turn could incentivise co-investors to make further 

investments in the country. 

An example of a country using a strategic investment fund to drive domestic financial market 

development is Kazakhstan. A second goal of Kazakhstan’s transformation programme for Samruk-

Kazyna, as mentioned above, is to optimise the structure of Samruk-Kazyna by removing non-core assets 

and implementing a new investment strategy that allows the fund to invest outside the existing portfolio in 

new opportunities. What is significant about this second goal, is that it is part of a privatisation programme 

for state-owned companies. Here, the Kazakh government wants to make a public offering of part of the 

core assets in the portfolio to support the development of the country’s equity market, which also would 

provide market discipline for these companies. In short, Samruk-Kazyna is being used to create investment 
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opportunities for the private sector. It is too early, however, to judge the effectiveness of Samruk-Kazyna’s 

transformation.  

IV. Lessons for effective strategic investment funds  

1. Identifying the double bottom-line and making informed decisions 

Evidence shows that effective strategic investment funds have a clear and well-defined investment 

policy, which defines how the fund is to achieve its mandate, and the criteria against which it will be 

measured. For a strategic investment fund – which is governed by the double bottom line – this presents a 

particular challenge given the distinct dual commercial and developmental purposes of the fund, and the 

weighting or balancing of interests that delivery of such objectives will necessarily entail. The investment 

policy needs to identify and articulate clearly the commercial and financial objectives, as well as the public 

or developmental goals of the fund, together with the qualitative or quantitative targets against which 

progress will be measured. Designing such indices can be difficult given the duality of tasks and indices 

involved, but monitoring can be particularly tough, and this is true for established economies where 

quantitative and qualitative data may be readily accessible, but will be an even greater challenge in low 

income countries where basic data collection, analysis and monitoring capacities are often scarce or 

nascent. Such extra-financial considerations could be measured using different quantitative and qualitative 

tools.
16

 Some apply ESG criteria, which are environmental, social, and governance factors. Applying ESG 

considerations have become increasingly popular among long-term institutional investors around the 

world, as a heuristic for defining and ultimately forecasting potential risks and benefits of an investment 

over the medium to long term (Kiernan 2007).
17

 

A good investment policy establishes the investment philosophy and purpose of the fund, and defines 

the guidelines on what are and what are not acceptable investments. The purpose subsequently shapes the 

time horizon of the fund and the expected return on investments that the fund aims to achieve (e.g. the 

yield of national or foreign government bond plus certain percent). These, in turn, subsequently define the 

fund’s risk tolerance. As with any private equity investment, the fund’s risk tolerance can be subject to 

change and needs to be carefully monitored and managed – which can present a challenge for resource rich 

countries that simply do not have the skills and expertise readily available to make ‘real-time’ adjustments. 

It also raises the familiar dilemma most resource rich countries grapple with of how best to calibrate the 

commercial or financial opportunities of a strategic investment fund, and the fund’s risk tolerance, to the 

country’s competing development demands and priorities. A part of the response lies in in identifying 

investments that achieve extra-financial benefits and externalities or in leveraging, implicitly or explicitly, 

this so-called “double-bottom line”. 

Box 2.  Aligning strategic investment with the national development agenda 

For many strategic investment funds, the investment policy and philosophy of the fund is aligned with a national 
economic development agenda. For example, Bahrain’s Mumtalakat is aligned with the country’s Economic Vision 
2030, which was launched in 2008 with the aim of diversifying the economy and creating high-wage jobs. Mumtalakat, 
which was launched in 2006, has defined its investment strategy around Economic Vision 2030 in three parts of its 
investment philosophy: enhancing the value of its portfolio companies via direct engagement with corporate 
management to influence change; partial privatization of holdings to encourage greater private sector participation; 
domestic investments in well managed and governed companies that take advantage of Bahrain’s position as a 
regional business hub and as a popular tourist destination. 

A strategic investment fund that clearly outlines how it judges the extra-financial value of the 

investments it makes is the Ireland Strategic Investment Fund (ISIF). ISIF was established in 2014 from 

the remains of the Irish National Pension Reserve Fund, part of which was used to bailout Irish banks. As 

the 2008 financial crisis led to a major economic recession, growing unemployment, and very tight capital 

availability for Irish firms, there was a need to help support the recovery. Consequently, ISIF was given a 
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mandate to support economic activity and employment in Ireland. Although the Irish economy has 

recovered from the depths of the crisis, which had occurred already by the time ISIF began operations, the 

fund is still committed to supporting the competitiveness and growth of the Irish economy.  

The shift from the National Pension Reserve Fund, which was invested in a broadly diversified global 

portfolio for the purpose of wealth creation and preservation, to a strategic investment fund focused on 

developing economic impact represents a major policy shift. At the core of ISIF’s investment strategy is 

the “double bottom line”. Not only do investments have to make a financial return for the fund, investment 

also need to have an additional impact on the economy and employment.  

ISIF use three key concepts to assess how an investment or project will have a positive impact on 

economic activity: additionality, displacement and deadweight.  

 Additionality refers to the surplus economic benefits to productivity that are likely to occur if an 

investment is made over and above what would take place already. Additionality can come from 

higher profits, greater exports, or higher capital expenditure. Additionality can also come, for 

example, from infrastructure investments that facilitate the long-term competitiveness of the 

economy. 

 Displacement refers to instances whereby the additionality created by one investment is reduced 

at the level of the overall economy as the benefits are reduced elsewhere in the economy. Put 

another way, displacement occurs where the success of one enterprise is at the expense of 

another, due to limited demand. As such, ISIF aims to avoid investments that lead to 

displacement, as this does not add to aggregate demand or aggregate economic activity.  

 Deadweight refers to an outcome whereby the economic benefits of an investment would have 

occurred in the absence of the investment. In short, if the private market is already willing to 

provide sufficient economic resources to enterprise, then there is limited reason for ISIF to get 

involved. ISIF aims to invest where it can make a difference through its unique characteristics, 

such as its long-term perspective and its capacity to invest anywhere in the capital structure.  

This investment strategy is having an effect. At the end of 2015 ISIF reported that its investments in 

108 Irish firms supported 18,000 jobs with an increase of 5935 over the year. Gross Value Added of 

investee firms increased by 20 percent in the period as well.
18

 By these measures, ISIF is achieving its 

objectives and demonstrating its effectiveness. What is more, ISIF is a very transparent organisation, 

clearly articulating how it invests and the outcomes of those investments. This is important for ensuring 

public trust and confidence in the organisation.  

2. Avoiding fragmentation and duplication of public investment 

Another key lesson is that a strategic investment fund must, at some level and if relevant, coordinate 

across government to avoid duplication of public investment. The most obvious case in which this occurs 

is when investing in public goods such as infrastructure, where the fund can act as an interface between 

government and private sector. It is unlikely to occur, and unnecessary, when the fund is making 

investments in private-sector companies. Coordination should not lead, moreover, to a reduction in the 

independence of the fund. 

While many strategic investment funds are operationally independent from government, it is 

important to maintain some degree of coordination (and awareness) with other public investment 

programmes. There is a risk that the independent operation of these funds could undermine the quality of 

other public investment programmes, where similar and overlapping objectives exist. Absent sufficient 

coordination, this can result in the fragmented and inefficient use of public funds (Allen and Tommasi 
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2001, Allen and Radev 2010). Such concerns may, however, be attenuated with an appropriate governance 

architecture and clear alignment with wider macroeconomic and fiscal policy. An example of good practice 

is Nigeria. 

In 2011 Nigeria established the Nigeria Sovereign Investment Authority (NSIA) as an independent 

agency to manage the country’s new sovereign wealth fund. Although initially seeded with just USD 1 

billion in operating capital to manage, roughly a quarter percent of GDP, the founding of the NSIA 

represented the beginnings of a new direction in the country’s natural resource revenue management. The 

NSIA was given three objectives: to establish a savings base for the Nigerian people; enhance the 

development of Nigerian infrastructure; and provide stabilisation support in times of economic stress. 

Within the NSIA there are, as such, three separate funds: the Future Generations fund, the Stabilisation 

Fund, and the Nigeria Infrastructure Fund.
19

 

While the savings and stabilisation portfolios, are invested abroad, the Nigeria Infrastructure Fund 

takes the form of a strategic investment fund that can invest domestically on a commercial basis and with 

the aim of generating a financial return, and preferably via co-investments with external investors. 

However, this does not mean that it makes infrastructure investments without consideration of other public 

sector priorities for essential infrastructure development. But it does have independent discretion over the 

projects in which it chooses to invest. 

The Nigeria Infrastructure Fund each year develops a Five-Year Infrastructure Investment rolling 

plan.
20

 What area of infrastructure is open to investment is unlimited, so long as it stimulates growth and 

diversification of the Nigerian economy. However, the fund has prioritised sectors that have the potential 

for national wide economic impact, that have attractive social and commercial returns, have a conducive 

regulatory environment, and a capacity to attract further private sector (and other sovereign wealth fund) 

participation in the investment. 

The current focus is on healthcare infrastructure, real estate, particularly mass affordable housing, 

motorways, and power generation. These areas were chosen in consultation with relevant government 

ministries and regulatory agencies, as well as sector experts. And, in some cases, a strategic partnership is 

formed. In healthcare, for example, the NSIA is part of strategic partnership agreements with the Federal 

Ministry of Health with the aim of identifying healthcare infrastructure projects with leading global 

healthcare sector participants. In agriculture, the NSIA is one of three sponsors of the Fund for Agriculture 

Finance in Nigeria, along with the Nigerian Federal Ministry of Agriculture and Rural Development and 

the German government-owned KfW development bank. Both examples show that although NSIA is 

independent, it coordinates with other parts of government. Importantly, including an external partner 

multiplies the investment and provides greater scrutiny and due diligence of any deal. 

3. Targeted investment requires sound investment governance 

Making targeted investments with the aim of advancing economic diversification and development is 

a difficult task. Whereas management of a stabilisation fund or a long-term savings fund is typically based 

on preserving wealth and achieving some predetermined return target through a broadly diversified asset 

allocation, managers of strategic investment funds must also achieve development targets. This poses 

additional challenges. 

In terms of investment governance, well-governed strategic investment funds follow the same 

principles as well-governed stabilisation and savings funds. All types of sovereign fund should have a 

governance architecture whereby there is a clear separation between political authority and investment 

decision-making. This does not mean that sovereign funds are not accountable to a political authority (e.g. 

parliament; executive), nor does it mean that the political authority cannot define the broader parameters 

and objectives that the fund is created to fulfil. The Board of a fund may therefore have political 
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representatives, but it should also be populated ideally with independent directors with domain-specific 

expertise and experience. 

Box 3. Demonstrating reliability and trust through transparency 

Any kind of state-sponsored investment fund should follow globally accepted disclosure standards (e.g. Santiago 
Principles) and be subject to independent external audit. Being transparent in regards to how a fund is managed, by 
whom, and for what purposes, helps drive organisational efficiency by benchmarking practice and performance against 
similar funds. Transparency is likewise important for underwriting a fund’s legitimacy vis-à-vis the international 
community and domestically. Transparency allows constituents at home and abroad to judge the legitimacy of the 
organisation against global and/or domestic social and political norms in relation to the organisation’s predetermined 
role and its responsibilities. 

At the domestic level transparency may be operationalised in several ways, such as requirements to submit audited 
financial statements to parliamentary scrutiny. This is critical for demonstrating the commercial orientation of the fund, 
confirming that the fund is not funnelling resources to financially unviable investments or being misappropriated by 
particular individuals or groups. Although a strategic investment fund is an entity of government, it may be regulated 
and subject to the same disclosure requirements of other private-sector investment funds operating in domestic 
markets.  

Not only is transparency important for ensuring propriety in the fund’s investment operations and dealings with 
domestic companies, it is important for local financial market development. Quality regulatory oversight and 
supervision is critical for attracting foreign investors, which is an express aim of many strategic investment funds. As 
such, transparency is likewise important for establishing the trust necessary to attract and retaining co-investment 
partners. 

 

While establishing a separation between political authority and investment decision-making is critical 

for all well-governed sovereign funds, it is particularly critical for a strategic investment fund given that it 

has a domestic investment remit (Dixon and Monk 2014). The independence of the management team 

and other senior executives is crucial for executing the investment mandate, as these funds may often be 

closely and sometimes deeply involved in the companies and projects in which they invest. The 

independence of management operationalises the commercial objectives of the fund, while allowing 

management the ability to engage investee companies and projects in a completely technical and strategic 

manner that is without any political foundation or influence. However, a higher political authority (e.g. 

parliament; executive) may outline the broader strategic aims and objectives which the fund’s Board 

defines further and the management ultimately executes. 

V. Concluding Observations and Guiding questions for peer-learning  

A number of natural-resource rich countries have established strategic investment funds to foment 

economic diversification and positive development outcomes (with some making strategic international 

and regional investments that benefit the domestic economy).
21

 These funds have shown to adopt a range 

of goals, including crowding-in foreign investment, improving the financial performance and 

competitiveness of SOEs (in some cases to facilitate privatisation), galvanising domestic financial-market 

development and capital deepening, and promoting the development of new sectors or job creation in the 

domestic economy. Strategic investment funds can employ capital in various ways, investing in different 

parts of the capital structure over different time periods. As such, they adopt the practices and methods of 

similar investment funds operating in the private sector. The strategic investment funds reviewed in this 

report suggest that these funds can be an effective instrument, in developed and developing countries, to 

convert resource revenues into financial, human and developmental capital or public goods. 

That said, the attributes and lessons of effective strategic investment funds are also many. It is not 

enough simply to have a clear strategic policy in play (whether reinforcing, renewing or reorganising state 
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capacities, or crowding in investments, for example). Rather, early experiences suggest, that the quality 

and effectiveness of a strategic investment fund will ultimately also be a function of its ability to balance 

and measure its dual functions; to establish a clear threshold for risks which is amendable to adjustments 

when there is a need to change track; and to account for its investment governance such that the 

organisation can operate and execute its strategic investment mandate following clear commercial 

principles and without unwarranted political interference. This does not mean that strategic investment 

funds are not accountable to government for their performance and their adherence to their dual mandate. 

As such, strategic investments funds should follow accepted standards of disclosure and transparency, 

signalling to their domestic and international stakeholders their commitment to the strategic development 

mission and their commercial orientation. 

Although there are longer running experiences to draw from (e.g. Singapore; Malaysia), the use of 

strategic investment funds is relatively new. Moreover, their use in developing countries is limited save for 

a few cases. As such, there are important questions to consider, but also an opportunity for dialogue among 

developed and developing countries regarding the opportunities and challenges these funds present for 

employing natural resource revenues. 

Questions for further research and analysis include: 

(i) Do the models that work, e.g. Singapore or Abu Dhabi, represent viable models for lower-income 

countries? What would be the constraints for implementation? 

(ii) Are strategic investment funds an effective means by which to catalyse public/private investment 

potential? Can these instruments assist developing country governments to overcome constraints to public 

investment (e.g. in planning, procurement, R&D, etc.)? 

(iii) What additional criteria could be considered in determining whether investment, particularly in 

public infrastructure, is best channelled via conventional means (e.g. public works programme) or a 

strategic investment fund? 

(iv) The size of the capital base of a strategic investment fund has important implications for what it 

can do as an investment organisation. What, if any criteria, should be established to determine the size of 

the fund? 
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APPENDIX – LIST OF STRATEGIC INVESTMENT FUNDS 

Country  Fund Assets Under 
Management (USD 

Billion) 

Year Established 

UAE-Dubai Investment Corporation of 
Dubai 

175 2006 

Singapore Temasek Holdings 180 1974 
Saudi Arabia Public Investment Fund 160 1971 
Kazakhstan Samruk-Kazyna JSC 78 2008 
UAE-Abu Dhabi Mubadala Development 

Company 
63.5 2002 

Malaysia Khazanah Nasional Berhad 35 1993 
Ireland Ireland Strategic 

Investment Fund 
7 2014 

UAE Emirates Investment 
Authority 

22 2007 

Russia Russia Direct Investment 
Fund 

10 2011 

Bahrain  Mumtalakat Holding 
Company 

11 2006 

Oman Oman Investment Fund 8 2006 
Nigeria Nigeria Sovereign 

Investment Authority 
1.3 2012 

Senegal Fonds Souverains 
d'Investissement 
Stratégiques 

1 2013 

Palestine Palestine Investment Fund 0.8 2003 
Vietnam  State Capital Investment 

Corporation 
0.35 2006 

Vietnam  
State Capital Investment 
Corporation 

0.35 2006 

 

  



 

 20 

NOTES 

 
1
  Although the primary interest is on strategic investment funds in natural resource-rich economies, lessons 

are also drawn from funds in non-resource rich economies as the aims and objectives, namely economic 

diversification and modernisation, are important for any economy regardless of its natural resource 

endowments. 

2
  Some strategic investment funds invest in the extractives sector to increase its efficiency and productivity. 

For example, Abu Dhabi’s Mubadala Development Corporation merged in 2016 with the Emirate’s 

International Petroleum Investment Corporation, which is focused on upgrading productive capabilities in 

hydrocarbon development and processing. 

3
  If, for example, the aim is to facilitate industrial and financial market development, these policy areas 

require complementary development. For instance, new sectors can be encouraged that create new job 

opportunities, but this relies in turn on the country’s education and training regime to support the skills 

development of the workforce needed for the new sectors. If the aim is to attract foreign co-investors, this 

means creating a corporate governance and financial regulatory and oversight environment that they can 

trust. This does not mean that strategic investment funds are necessarily unsuccessful where the policy and 

regulatory environment is underdeveloped. Rather, a strategic investment fund works best in tandem with 

institutional development. 

4
  This classification is taken from Allen and Radev (2010: 1), which defines extra-budgetary entities (or 

units) as, ‘institutions that are engaged in extra-budgetary transactions, may use extra-budgetary accounts, 

may have their own governance structures and, often, a legal status that is independent of government 

ministries and departments.’ 

5
  Governance and reporting structures vary. Some report directly to the minister of finance. In other cases, 

the fund is overseen by a governing council that includes government ministers. For example, the Ireland 

Strategic Investment Fund is controlled and managed by the National Treasury Management Agency, 

which reports to the Minister of Finance. In the case of the Nigeria Sovereign Investment Authority, its 

Board of Directors reports once a year to the Governing Council, which includes the President of Nigeria, 

state governors, and other government ministers including finance. In the case of Abu Dhabi’s Mubadala, 

the Board is chaired by the Crown Prince, but the Investment Committee below it is responsible for 

developing and monitoring investment strategy and performance, which is then reported to the Board.  

6
  The use of a sovereign wealth fund in domestic investment is covered in the Comparative Analysis on the 

Performance of Stabilisation Funds and Investment Options. Examples of sovereign wealth funds 

following this model, which is not typical, include the Kuwait Investment Authority, the State Oil Fund of 

the Republic of Azerbaijan, and the National Development Fund of Iran. There are several potential risks 

that can come from this residual model (see Bauer 2015). First, using the sovereign wealth fund for 

domestic purposes may undermine its macroeconomic objectives, particularly around absorptive capacity. 

Second, it may undermine public financial management by bypassing the project appraisal, public 

procurement, and project monitoring standards used in the normal budget expenditure process. This may 

lead, moreover, to duplication and fragmentation of public investment, thus undermining the adequacy of 

public investment and spending on areas of greater social and infrastructural needs. Third, using the 

sovereign wealth fund for domestic investment may undermine public accountability. Spending and 

investment via the government budget allows for parliamentary scrutiny and accountability. Excluding 

domestic investment limits the possibility that sovereign wealth fund capital will be funnelled to projects 

and entities that serve the interests of those make the decisions. 

7
  This literature uses the term sovereign development fund in place of strategic investment fund, which is an 

equivalent nomenclature.  
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8
  See Transformation program for <<Sovereign Wealth Fund <<Samruk-Kazyna>> JSC. 25 August 2014. 

Available at http://sk.kz/page/programma-transformatsii-ao-samruk-azyna- 

9
  See The Khazanah Report 2013: Building a Regional Healthcare Platform. Available at 

http://www.khazanah.com.my/About-Khazanah/Our-Case-Studies/Khazanah-360/TKR2013-Building-a-

Regional-Healthcare-Platform 

10
 See Temasek Review 2016, available at 

http://www.temasek.com.sg/documents/download/downloads/20160706235822/TR2016_Singles.pdf 

11
  Temasek is not unique in attracting foreign staff. For instance, Mubadala also attracts foreign staff to help 

execute its investment strategy.  

12
  Despite these motivating factors, there are various factors that are shown to complicate peer-to-peer 

collaboration. First, some sort of coordinating mechanism is required to facilitate the sourcing, dialogue 

and ultimate execution of a deal. The difficulty is in finding a mechanism that is suitable to all parties. 

Some may prefer an informal agreement, whereas others would prefer a formal agreement. Second, 

collaboration platforms require human resources. Not all funds may have staff with sufficient expertise and 

experience that can be engaged in collaborative projects, and outsourcing coordination may be undesirable 

as it adds an additional party whose interests may not be aligned with the interests of the partnering funds. 

Third, collaboration and co-investment requires acceptance from a fund’s Board and potentially its 

sponsor. As collaboration and co-investment is an innovative practice, some sponsors may be reluctant to 

sign-off on the endeavour. Fourth, successful and sustainable collaboration and co-investment requires a 

certain degree of conformity among the partners in terms of their investment beliefs and philosophy. If 

these are insufficiently aligned, then finding agreement on investments may be more difficult. Fifth, even if 

there is a willingness among investment managers to collaborate and co-invest with other like-minded 

investors, the fund may have legal and regulatory constraints (e.g. fiduciary duty; compliance) that limit its 

freedom to strike deals with other partners. 

13
  See Latest available annual report, Russia Direct Investment Fund Annual Report 2013, available at: 

https://rdif.ru/data/image/20741_RDIF_AR13_ENGLISH.pdf 

14
  See Mubadala Annual Report 2015, available at http://www.mubadala.com/annual-review-

2015/en/index.html. 

15
  FONSIS defines strategic sectors following the Plan Senegal Emergent, which includes agriculture, 

fishing, infrastructure, logistics and industrial hubs, energy, social housing, mining, and services (IT, 

education, health, business parks, and tourism). See www.fonsis.org 

16
  See, for example, Guide to Cost-Benefit Analysis for Investment Projects, Directorate-General for Regional 

and Urban Policy, European Commission, 2015. Available at: 

http://ec.europa.eu/regional_policy/sources/docgener/studies/pdf/cba_guide.pdf 

17
  Firms with a poor environmental safety record, for example, may be deemed a higher risk investment, 

because these firms may face increased long-term costs from accidents and accrued liabilities for 

environmental destruction. As such, these firms would produce less value in terms of its financial 

performance while incurring potentially greater social and economic costs on the community. Or, a firm 

that has a record of treating workers poorly may be seen as higher risk due to potential industrial action or 

lower worker productivity. Rather, most strategic investment funds show a clear interest in investing in 

firms that improve the skills and capabilities of the workforce, making them globally competitive. 

Likewise, as many strategic investment funds are focused on attracting foreign investors to domestic 

companies, they must by necessity invest in companies that abide by (or are working towards) standards of 

corporate governance that are expected of global institutional investors. 

 

http://sk.kz/page/programma-transformatsii-ao-samruk-azyna-
http://www.khazanah.com.my/About-Khazanah/Our-Case-Studies/Khazanah-360/TKR2013-Building-a-Regional-Healthcare-Platform
http://www.khazanah.com.my/About-Khazanah/Our-Case-Studies/Khazanah-360/TKR2013-Building-a-Regional-Healthcare-Platform
http://www.temasek.com.sg/documents/download/downloads/20160706235822/TR2016_Singles.pdf
https://rdif.ru/data/image/20741_RDIF_AR13_ENGLISH.pdf
http://www.mubadala.com/annual-review-2015/en/index.html
http://www.mubadala.com/annual-review-2015/en/index.html
http://www.fonsis.org/
http://ec.europa.eu/regional_policy/sources/docgener/studies/pdf/cba_guide.pdf
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18

  See National Treasury Management Agency, Irish Strategic Investment Fund, Economic Impact Report FY 

2015, June 2016, available at http://www.isif.ie/wp-content/uploads/2016/07/Economic-Impact-Report-as-

at-31-Dec-2015-FINAL.pdf 

19
  Given the small size of the NSIA’s assets under management (currently USD 1.25 billion following an 

additional USD 250 million contribution by the government in 2015) in relation to the Nigerian economy 

and population of 182 million, the first and third objectives are mostly aspirational. As it does not receive 

hydrocarbon revenues directly, it is not a natural resource fund. But considering that the NSIA is making a 

return (approximately USD 150 million in 2015), it is demonstrating the possibilities of a professionalised 

and independent sovereign wealth fund.  

20
  See Nigeria Infrastructure Fund Investment Policy Statement, available at: http://nsia.com.ng/wp-

content/uploads/2014/01/Investment-Policy-Statement-for-NIF.pdf 

21
  The Chilean government recently submitted proposed legislation to Congress to establish a public 

investment fund, with the express purpose of developing new infrastructure. The source capital would 

come from proceeds (tariffs and tolls) from existing public infrastructure and public roads. 

http://www.isif.ie/wp-content/uploads/2016/07/Economic-Impact-Report-as-at-31-Dec-2015-FINAL.pdf
http://www.isif.ie/wp-content/uploads/2016/07/Economic-Impact-Report-as-at-31-Dec-2015-FINAL.pdf
http://nsia.com.ng/wp-content/uploads/2014/01/Investment-Policy-Statement-for-NIF.pdf
http://nsia.com.ng/wp-content/uploads/2014/01/Investment-Policy-Statement-for-NIF.pdf
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