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ABSTRACT 

Sovereign Wealth Funds (SWFs) are vehicles set up by national or sub-

national governments to pursue diverse objectives such as national savings 

or economic development. Over the past two decades, SWFs have grown in 

size and assets, with tremendous impact on the global capital markets. 

Although the largest SWFs by asset under management are found mainly in 

Asia and the Gulf countries, African countries such as Nigeria, Ghana, Angola 

and Libya have also established SWFs. This paper explores how African 

SWFs can impact the continent’s bourgeoning digital economy. The paper 

notes that given the long-term investment horizon and significant assets held 

by African SWFs, they are well-placed to catalyse innovation and the digital 

economy in Africa through deliberate allocation of assets to support digital 

infrastructure, development, and venture financing. 

Keywords: Sovereign Wealth Funds, Digital Economy, Co-investment, 

Sovereign Venture Financing. 

1.0. INTRODUCTION AND CONCEPTUAL 

ANALYSIS 

 

1.1. Introduction 

 
In 2015, the African Union Heads of State and Government adopted 

the Agenda 2063: The Africa We Want (Agenda 2063).1 The Agenda 

2063 articulates Africa’s most pressing development aspirations and 

seeks to transform the continent into a global economic powerhouse 

“underpinned by science, technology and innovation” by the year 

2063.2 Digital transformation is among the aspirations captured by the 

Agenda 2063. Accordingly, the agenda affirms Africa’s commitment to 

 
* Geoffrey Adonu is an LL.M graduate of New York University School of Law and 

a Nigerian corporate law lawyer. He can be contacted via email: 

gca247@nyu.edu.  
1 African Union, “Agenda 2063: The Africa We Want, Popular Version”, available 

at https://au.int/sites/default/files/documents/36204-doc-

agenda2063_popular_version_en.pdf (accessed 28 December 2019). 
2 Ibid, at 2. 

mailto:gca247@nyu.edu
https://au.int/sites/default/files/documents/36204-doc-agenda2063_popular_version_en.pdf
https://au.int/sites/default/files/documents/36204-doc-agenda2063_popular_version_en.pdf
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developing its information communication technology (ICT) and digital 

economy, as well as providing necessary infrastructure like ICT 

broadband cables that will facilitate manufacturing, skills development, 

technology, research and development, intra-African trade and 

investments in the continent.3 In furtherance of the digital aspirations 

laid down in the Agenda 2063, the African Ministers of 

Communication and Technology adopted the 2019 Sharm El Sheik 

Declaration (Declaration),4 which among others, emphasized digital 

technologies and innovation as critical instruments for the realization 

of the Agenda 2063 and the Sustainable Development Goals.5 The 

Declaration specially focuses on the African Digital Transformation 

Strategy (DTS), a stakeholder-driven pan-Africa blueprint for digital 

transformation in the continent.6 Specifically, the DTS is geared 

towards creating an African “Digital Single Market” by 2030; and 

establishing and improving digital networks and services that will 

strengthen intra-African trade, investment, capital flows and socio-

economic integration.7 Furthermore, the DTS seeks to provide an 

 
3 Ibid, at 5.  
4 African Union, “2019 Sharm El Sheik Declaration STC-CICT-3”, available at  

https://au.int/sites/default/files/decisions/37590-

2019_sharm_el_sheikh_declaration_-_stc-cict-3_oct_2019_ver2410-10pm-

1rev-2.pdf (Accessed 3 November 2020). 
5 African Union, “Africa Digital Transformation Strategy and African Union 

Communication and Advocacy Strategy among major AU initiatives in final 

declaration of STCCICT3” available at 

https://au.int/en/pressreleases/20191026/african-digital-transformation-strategy-

and-african-union-communication-and    (accessed 4 January 2019). 
6 African Union, “The Draft Digital Transformation Strategy for Africa (2020-

2030)”, available at https://www.aftld.org/wp-content/uploads/2020/02/Digital-

Transformation-Strategy-for-Africa.pdf (accessed 16 December 2020). The DTS 

is based on the African Union Executive Council Decisions related to ICT 

(EX.CL/Dec. 739 (XXII), EX.CL/Dec.345 (XVI), EX.CL/Dec. 613 (XVIII), 

EX.CL/Dec. 835 (XXV) and EX.CL/Dec.987(XXXII); ECA Resolution (812-

XXXI) on the African Information Society Initiative and the Smart Africa Board 

meeting held on the margins of the 32nd African Union Assembly of Heads of 

State and Government, which highlighted the need for the ICT sector to lead 

the process for African development and mandated the AU Commission to 

develop a comprehensive Digital Transformation Strategy for Africa in 

collaboration with the UN Economic Commission for Africa, Smart Africa, 

AUDA-NEPAD, Regional Economic Communities, African Development Bank, 

Africa Telecommunications Union, Africa Capacity Building Foundation, 

International Telecommunication Union, and the World Bank.  
7 Ibid, at 3.  

https://au.int/sites/default/files/decisions/37590-2019_sharm_el_sheikh_declaration_-_stc-cict-3_oct_2019_ver2410-10pm-1rev-2.pdf
https://au.int/sites/default/files/decisions/37590-2019_sharm_el_sheikh_declaration_-_stc-cict-3_oct_2019_ver2410-10pm-1rev-2.pdf
https://au.int/sites/default/files/decisions/37590-2019_sharm_el_sheikh_declaration_-_stc-cict-3_oct_2019_ver2410-10pm-1rev-2.pdf
https://au.int/en/pressreleases/20191026/african-digital-transformation-strategy-and-african-union-communication-and
https://au.int/en/pressreleases/20191026/african-digital-transformation-strategy-and-african-union-communication-and
https://www.aftld.org/wp-content/uploads/2020/02/Digital-Transformation-Strategy-for-Africa.pdf
https://www.aftld.org/wp-content/uploads/2020/02/Digital-Transformation-Strategy-for-Africa.pdf
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enabling environment for securing the investments and financing 

required to close Africa’s digital infrastructure gap as well as designing 

and implementing innovative financing models that will drive digital 

transformation and generate an incremental investment of $20 billion 

from 2020 – 2030 and $50 billion between 2026 – 2030.8 Although 

many different financing sources abound for realizing Africa’s digital 

potentials, SWFs are well-placed to catalyse digital transformation in 

Africa through long term investments in digital infrastructure and 

bridging the venture financing gap across the continent. 

SWFs have increasingly embraced technology and venture capital over 

the past decade.9 SWFs are special purpose investment/asset 

management vehicles established by States to manage and invest 

specific government assets in the international financial market in 

pursuit of diverse national objectives.10 Initially, SWFs focused on 

enhancing their country’s fiscal stability and accumulating a saving base 

for the future generation.11 However, most countries, especially 

developing countries, have modified their mandates to include 

domestic economic development and diversification of the local 

economy.12 Over the past few decades, SWFs have grown in number, 

popularity, scope of assets under management (AUM), maturity and 

technical expertise,13 and have become major players in the post 2008 

global financial crises economy.14 Globally, there were 91 active SWFs 

 
8 Ibid.  
9 J. Capape (ed.), “Sovereign Wealth Funds 2018”, available at 

https://docs.ie.edu/cgc/SWF-CGC-2018.pdf (accessed 19 January 2020), p. 25. 
10 Quantum Global, “Sovereign Wealth Funds as a Driver of African 

Development”, available at http://quantumglobalgroup.com/wp-

content/uploads/2017/10/Sovereign-Wealth-Funds-as-a-driver-of-African-

development.pdf (accessed 19 January 2020), p. 4. 
11 Ibid. 
12 Ibid.  
13 Ibid. 
14 S. Hove, “Sovereign Wealth Funds and Infrastructure Development in Africa”, 

available at 

https://pdfs.semanticscholar.org/77bb/765d09ff879cc8487e162c46cd3a3778fc86

.pdf (accessed 19 January 2020); J. Capape, “Sovereign Wealth Funds: Grown-up 

Investors Facing Regulatory Pressure, https://lawahead.ie.edu/sovereign-wealth-

funds-grown-up-investors-facing-regulatory-pressure/ (accessed 28 December 

2019). 

https://docs.ie.edu/cgc/SWF-CGC-2018.pdf
http://quantumglobalgroup.com/wp-content/uploads/2017/10/Sovereign-Wealth-Funds-as-a-driver-of-African-development.pdf
http://quantumglobalgroup.com/wp-content/uploads/2017/10/Sovereign-Wealth-Funds-as-a-driver-of-African-development.pdf
http://quantumglobalgroup.com/wp-content/uploads/2017/10/Sovereign-Wealth-Funds-as-a-driver-of-African-development.pdf
https://pdfs.semanticscholar.org/77bb/765d09ff879cc8487e162c46cd3a3778fc86.pdf
https://pdfs.semanticscholar.org/77bb/765d09ff879cc8487e162c46cd3a3778fc86.pdf
https://lawahead.ie.edu/sovereign-wealth-funds-grown-up-investors-facing-regulatory-pressure/
https://lawahead.ie.edu/sovereign-wealth-funds-grown-up-investors-facing-regulatory-pressure/
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in 2018,15 with a total AUM of about $8 trillion.16 The combined AUM 

of SWFs equals the combined gross domestic products (GDP) of the 

United Kingdom, Canada and Spain17 and almost equals the entire 

global alternative assets industry valued at $8.67 trillion as of April 

2018.18 

The African SWFs industry has experienced tremendous growth both 

in number and popularity over the past decade. Notably, about half of 

the continent’s SWFs were established in the last decade. Although 

many have considered the role of African SWFs in infrastructure 

development, fulfilling the Sustainable Development Goals, climate 

financing as well as sustainable development in general, there is a 

dearth of literature on the potential role of African SWFs in catalysing 

the digital economy in the continent.19 This is surprising, considering 

that most African SWFs have development and diversification 

mandates that include investing in the innovation and technology 

sectors of their economies, as well as supporting Small and Medium 

Scale Enterprises (SMEs). It is against this background that this paper 

is conceived, with a view to examining the potential ways African 

SWFs can promote digital transformation in Africa.  

This paper begins with definitions of the key terms: “digital economy” 

and “SWFs” followed by an overview of the African digital ecosystem 

and SWFs industry. The paper also examines the goals and objectives, 

 
15 Supra n 9, at 18. The number of SWFs varies considerably depending on the 

definition of SWFs one has adopted. A Preqin Special Report (infra n 18) noted 

that there were 78 operational SWFs as at August 2018. 
16 Capape, supra n 14.   
17 Ibid. 
18 Preqin, “Preqin Special Report: Sovereign Wealth Funds (August 2018)”, 

available at https://docs.preqin.com/reports/Preqin-Special-Report-Sovereign-

Wealth-Funds-August-2018.pdf (accessed 19 January 2019), pp. 2 & 5. As at 

March 2018, SWFs held about 2.8% of all global financial assets, making them the 

4th largest institutional investor group in the world. 
19 For instance, Hove, supra n 14, considered the role of SWFs in infrastructure 

development in Africa; Quantum Global (supra n 10) considered SWFs as a driver 

of African development; J. Chen, “Financing the Sustainable Development Goals: 

The Role of African Sovereign Wealth Funds”, (2019) 51(4) New York University 

Journal of International Law and Politics, available at https://www.nyujilp.org/print-

edition/volume-51/ (accessed 16 December  2020), considered the role of 

African SWFs in financing the Sustainable Development Goals. 

https://docs.preqin.com/reports/Preqin-Special-Report-Sovereign-Wealth-Funds-August-2018.pdf
https://docs.preqin.com/reports/Preqin-Special-Report-Sovereign-Wealth-Funds-August-2018.pdf
https://www.nyujilp.org/print-edition/volume-51/
https://www.nyujilp.org/print-edition/volume-51/
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size of assets, source of funding and liabilities of African SWFs with a 

view to exposing the unique characteristics that make African SWFs 

suitable instruments for catalysing digital transformation and the digital 

economy in the continent. Thereafter, the paper will focus on the 

roles of African SWFs in promoting digital transformation, innovation 

and the digital economy in Africa. 

1.2. Defining “Digital Economy” 

The term digital economy refers to an economy that is driven by digital 

technologies.20 In essence, digital economy is one in which economic 

processes (production and distribution of goods and services), 

transactions, social interactions and activities are powered by 

technology.21 Thus, in a digital economy, knowledge and digitized 

information are used in economic activities as factors of production.22 

The digital economy comprises non-traditional sectors of an economy 

such as “internet, cloud computing, big data, fin-tech, and other new 

digital technologies”, that are deployed for the collection, storage, 

analysis and transmission of information, as well as for social 

interactions.23 In addition to digitized information, the digital economy 

also includes the information and communication infrastructure which 

powers it.24 

 
20 Science Daily, “Digital Economy”, available at 

https://www.sciencedaily.com/terms/digital_economy.htm  (accessed 19 January 

2020). The term was coined by D. Tapscott in his 1995 book The Digital Economy: 

Promise and Peril in the Age of Networked Intelligence. 
21 Techopedia, “Digital Economy”, available at 

https://www.techopedia.com/definition/32989/digital-economy (accessed 24 

December 2019). 
22 Asian Development Bank, “Understanding the Digital Economy: What is it and 

How can it Transform Asia?”, available at 

https://www.adb.org/news/events/understanding-digital-economy-what-it-and-

how-can-it-transform-asia 

 (accessed 24 December 2019). 
23 Ibid. 
24 Hans-Dieter Zimmerman, “Understanding the Digital Economy: Challenges for 

New Business Models”, (2000) Paper 402 AMCIS 2000 Proceedings, p. 729, 

available at https://bit.ly/37ruAwE (accessed 19 January 2020); J.C. Freitas Jr et 

al., “Digital Capabilities as Driver to Digital Business Performance”, (2016) 22nd 

Americas Conference on Information Systems, available at 

https://www.sciencedaily.com/terms/digital_economy.htm
https://www.techopedia.com/definition/32989/digital-economy
https://www.adb.org/news/events/understanding-digital-economy-what-it-and-how-can-it-transform-asia
https://www.adb.org/news/events/understanding-digital-economy-what-it-and-how-can-it-transform-asia
https://bit.ly/37ruAwE
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Digital economy has been referred to as the “internet economy”, 

“new economy” or “web economy”.25 However, it differs from related 

concepts like digitization, digitalization and digital sector.26 

“Digitization” refers to the conversion of information from analogue 

format into digital27 while “digitalization” means the infusion of 

information technology into products and production processes.28 

Digital economy is all-embracing and differs from the “digital sector”, 

which refers to specific aspects of the economy such as ICT-related 

goods and services to online platforms and platform-enabled 

services.29 It is noteworthy that given the widespread adoption of 

technology and digital applications across all facets of economic 

activities, distinction between the traditional and digital economy is 

becoming increasingly blurred.30 

1.3. Defining “Sovereign Wealth Funds” 

SWFs are state-owned special investment vehicles that manage and 

invest specific government assets in pursuit of specific national 

objectives.31 This line of definition has been criticized as “simple and 

 
https://www.researchgate.net/publication/305851313_Digital_Capabilities_as_D

river_to_Digital_Business_Performance (accessed 15 January 2020). 
25 Supra n 20. 
26 International Monetary Fund, “Measuring the Digital Economy”, available at 

https://www.imf.org/en/Publications/Policy-Papers/Issues/2018/04/03/022818-

measuring-the-digital-economy (accessed 4 January 2020), pp. 1 – 2. 
27 R. Kohli and V. Grover, “Business Value of IT: An Essay on Expanding Research 

Directions to Keep up with the Times”, (2008) 9(1) Journal of the Association for 

Information Systems, p. 23; A.S. Bharadwaj, “Resource-based Perspective on 

Information Technology Capability and Firm Performance: An Empirical 

Investigation”, (2000) 21(4) Management Information Systems Quarterly; A. 

Bharadwaj et al., “Digital Business Strategy: Toward a Next Generation of 

Insights”, (2013) 37(2) Management Information Systems Quarterly. 
28 Supra n 26. 
29 Ibid. 
30 Supra n 20. 
31 A.D. Dixon and A.H.B. Monk, “What Role for Sovereign Wealth Funds in 

Africa’s Development?”, (2011) Centre  for Global Development (Oil-to-Cash Initiative 

Background Paper), available at 

http://www.cgdev.org/doc/Initiatives/Oil2Cash/Final_Formatted_Monk_and_Di

xon_SWF_10.11.pdf (accessed 17 December 2020), p. 5; M.M. Barnes, “The 

United Nations Guiding Principles on Business and Human Rights, the State Duty 

to Protect Human Rights and the State-Business Nexus”, (2008) 15 Brazilian 

https://www.researchgate.net/publication/305851313_Digital_Capabilities_as_Driver_to_Digital_Business_Performance
https://www.researchgate.net/publication/305851313_Digital_Capabilities_as_Driver_to_Digital_Business_Performance
https://www.imf.org/en/Publications/Policy-Papers/Issues/2018/04/03/022818-measuring-the-digital-economy
https://www.imf.org/en/Publications/Policy-Papers/Issues/2018/04/03/022818-measuring-the-digital-economy
http://www.cgdev.org/doc/Initiatives/Oil2Cash/Final_Formatted_Monk_and_Dixon_SWF_10.11.pdf
http://www.cgdev.org/doc/Initiatives/Oil2Cash/Final_Formatted_Monk_and_Dixon_SWF_10.11.pdf
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very general”32 and may result in the characterization of every State-

owned investment or asset management entity as an SWF, even when 

they do not exhibit other features of SWFs.33 From a broad 

perspective, SWFs have been defined by the Santiago Principles34 as: 

…special purpose investments funds or arrangements 

owned by the general government. Created by the 

general government for macroeconomic purposes, 

SWFs hold, manage, or administer assets to achieve 

financial objectives, and employ a set of investment 

strategies which include investing in foreign financial 

assets.35 

2.0. DIGITAL ECONOMY IN AFRICA 

The emergence of Africa’s digital economy has been traced to Cape 

Town, South Africa, when Mark Shuttleworth created Thawte, a 

certificate authority that was subsequently acquired by Verisign.36 

Thawte was followed by the creation of BusyInternet by Mark Davies 

and his colleagues in Ghana in 2001. From South Africa, the tech wave 

spread across the continent. Kenya, Ivory Coast, Nigeria, Ghana and 

 
Journal of International Law, p. 42; F. Bassan, The Law of Sovereign Wealth Funds 

(Edwards Elgar Publishing, Inc.: 2011), p. 32. 
32 V.J. Tejera, “The U.S. Law Regime of Sovereign Immunity and the Sovereign 

Wealth Funds”, (2016) 25(1) University of Miami Business Law Review. 
33 The Santiago Principles notes that SWFs exclude “foreign currency reserve 

assets held by monetary authorities for the traditional balance of payments or 

monetary policy purposes, state-owned enterprises in the traditional sense, 

government-employee pension funds, or assets managed for the benefit of 

individuals”. International Working Group of Sovereign Wealth Funds, 

“Sovereign Wealth Funds Generally Accepted principles and Practices – Santiago 

Principles” (2008). 
34 Also known as the Generally Accepted Principles and Practices (GAPP), the 

Santiago Principles are a set of voluntary principles and practices established by 

the International Working Group (IWG) of SWFs with a view to enthroning 

sound governance and management among their members. 
35  International Working Group of Sovereign Wealth Funds, “Sovereign Wealth 

Funds Generally Accepted principles and Practices – Santiago Principles” (2008); 

E.M. Truman, Do the Rules Need to be Changes for State-Controlled Entities? The 

Case of Sovereign Wealth Funds, Sovereign Investments 4040 (Wounter P. F. 

SchmitJongbloed et al. eds., Oxford University Press, 2012). 
36 E.M.K. Osiakwan, “The KINGS of Africa’s Digital Economy”, available at 

https://link.springer.com/chapter/10.1057/978-1-137-57878-5_3 (accessed 19 

January 2020), pp. 54-55.  

https://link.springer.com/chapter/10.1057/978-1-137-57878-5_3
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South Africa (KINGS) have been described as kings of the digital 

economy in Africa and are likened to the Asian Tigers.37 

Digital transformation in Africa was sparked by the mobile and 

telecommunication revolution witnessed in the continent in the late 

1990s, which transformed it from a continent with few landlines to 

one where almost everyone now has a mobile phone.38 As at 1998, 

less than four million people had mobile phones in Africa but by 2011, 

there were about 500 million mobile phone users.39 This rapid growth 

in telecommunication capabilities was led by indigenous companies 

such as MTN of South Africa, Safaricom of Kenya and Glo of Nigeria 

among others.40 Furthermore, the landing of submarine and terrestrial 

cables in Africa brought about broadband connection which propelled 

further growth in digital activities across Africa.41 Although Africa’s 

digital ecosystem is still considered small by Silicon Valley standards, it 

is considered one of the fastest growing and thriving technology 

markets globally, based on factors such as the volume of activities and 

year on year expansion of tech hubs, venture capital activities and 

start-up formation across the continent.42 Currently, the digital 

economy is considered the future of Africa and contributes about 

$120 billion to the GDP of Sub-Saharan Africa.43 In fact, McKinsey 

projects that digital economy will contribute over $300 billion to 

Africa’s GDP by 2025.44 

 
37 Ibid, at 56. 
38 Ibid, at 57. 
39 Ibid. 
40 Ibid. 
41 Ibid, at 58. 
42 J. Bright, “Driving Deep into Africa’s Blossoming Tech Scene”, available at 

https://techcrunch.com/2019/05/31/diving-deep-into-africas-blossoming-tech-

scene/ (accessed 19 January 2020). 
43 B. Nash, “The Future is African”, available at 

https://techcrunch.com/2015/09/05/the-future-is-african/ (accessed 19 January 

2020) (noting that “with smartphone prices plummeting, with ever affordable, 

and fast, mobile data and with increasingly user-friendly services, tech has taken 

off in Africa”). 
44 McKinsey (2013) cited in U.N. Economic Council for Africa, “What are the 

benefits of Digital ID, Digital Trade, and Digital Economy in Africa?”, available at 

https://knowledge.uneca.org/eca/dite-africa/what-are-benefits-digital-id-digital-

trade-and-digital-economy-africa (accessed 19 January 2020). 

https://techcrunch.com/2019/05/31/diving-deep-into-africas-blossoming-tech-scene/
https://techcrunch.com/2019/05/31/diving-deep-into-africas-blossoming-tech-scene/
https://techcrunch.com/2015/09/05/the-future-is-african/
https://knowledge.uneca.org/eca/dite-africa/what-are-benefits-digital-id-digital-trade-and-digital-economy-africa
https://knowledge.uneca.org/eca/dite-africa/what-are-benefits-digital-id-digital-trade-and-digital-economy-africa
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3.0. OVERVIEW OF AFRICAN SWFS INDUSTRY 

Botswana’s Pula, established in 1994 to manage the country’s excess 

revenue from diamond exports, is the oldest SWF in Africa.45 

Following Pula, other African countries have established SWFs to 

manage their surplus receipts from their commodity exports.46 Prior 

to 2010, there were ten SWFs in Africa but the number has grown 

exponentially as a result of the boom in commodity prices and  the 

discovery of oil by some African countries between 2010 and 2015 

(about 50% of the continent’s funds including those of Ghana, Nigeria, 

Senegal, Rwanda, Tanzania were established between 2010 and 

2015).47 According to the African SWFs Index 2018, there were about 

twelve operational SWFs in the continent.48 

3.1. Assets and Liabilities 

According to the African Sovereign Wealth Fund Index, the total 

assets managed by African SWFs declined from $159 billion in 2014 to 

$89 billion in 2018.49 This decline has been attributed to the slump in 

hydrocarbon prices from which most African funds were generated.50 

Algeria’s Revenue Regulation Fund is the largest fund with $38.5 billion 

under management followed by the Libyan Investment Authority with 

$34 billion under management.51 Botswana’s Pula Fund and Angola’s 

Fundo Soberano each have $5 billion under management while 

Morocco’s Ithmar has $4.3 billion under management.52 The remaining 

 
45 R. Yonga, “African Sovereign Wealth Funds Guide”, available at 

https://www.african-markets.com/en/tools/research/african-sovereign-wealth-

funds-guide  (accessed 7 December 2019); Supra n 10.  
46 Konfidants, “African Sovereign Wealth Funds Index 2018”, available at 

http://www.konfidants.com/2019/03/23/african-sovereign-wealth-funds-index-

2018/ (accessed 15 January 2020), p. 4. 
47 Supra n 10, at 7; Hove, supra n 14, at 131. 
48 Supra n 46. The number of African SWFs vary depending on the nature and 

type of funds considered. For instance, Quantum Global (supra n 10) reported 

that Africa had 20 SWFs. 
49 Ibid. The assets of African SWFs will keep expanding as more countries 

establish new funds.  
50 Ibid. 
51 The Algerian and Libyan funds had AUM of $77 billion and $67 billion 

respectively as at 2015 before the collapse of crude oil prices. See Quantum 

Global (supra n 10, at 7). 
52 Supra n 46, at 5. 

https://www.african-markets.com/en/tools/research/african-sovereign-wealth-funds-guide
https://www.african-markets.com/en/tools/research/african-sovereign-wealth-funds-guide
http://www.konfidants.com/2019/03/23/african-sovereign-wealth-funds-index-2018/
http://www.konfidants.com/2019/03/23/african-sovereign-wealth-funds-index-2018/
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African funds managed a total of about $2 billion.53  Compared to their 

peers, African SWFs constitute the smallest in terms of AUM. This 

affects their ability to influence proceedings on the global stage as well 

as the extent to which they can fulfil their domestic goals.54 

In terms of liability, African SWFs are generally liable to the citizens of 

their country via the government. Other than the stabilization funds 

that have cash call obligations to their governments, most African 

SWFs have no defined or immediate pay-out obligations compared to 

the likes of Alaska Permanent Fund Corporation that makes annual 

dividend distributions to the residents of Alaska.55 

3.2. Sources of Funding 

SWFs are usually funded from “balance of payments surpluses, official 

foreign currency operations, the proceeds of privatizations, fiscal 

surpluses, and/or receipts resulting from commodity exports.”56As a 

result, most SWFs emanate from countries with trade or balance of 

payment surpluses such as China and/or commodity-exporting 

countries,57 which to a large extent explains why most SWFs were 

established around the 1970s and early 2000s during the boom in 

commodity prices.58 Also, some SWFs were established following the 

 
53 Ibid. 
54 T. Triki and I. Faye, “Africa’s Quest for Development: Can Sovereign Wealth 

Funds help?”, (2011) Working Paper Series No. 142, p. 9 (stating that African SWFs 

constituted only about 2% of the global SWFs market); SWFI, “Sub-Saharan 

African Sovereign Wealth Fund Assets Above $10 Billion”, available at 

https://www.swfinstitute.org/news/73134/sub-saharan-african-sovereign-wealth-

fund-assets-above-10-billion  (accessed 27 December 2019) (estimating that Sub-

Saharan African SWFs had just $13 billion in total assets). 
55 The Alaskan fund makes annual dividend distribution to residents of Alaska 

from investment earnings of the State’s mineral royalties and the remainder is 

invested for the benefit of the future generation. Permanent Fund Dividend 

Division “About Us” available at https://pfd.alaska.gov/Division-Info/About-Us 

(accessed 18 January 2020); S. Kim, “Why Norwegians Are Millionaires and 

Americans are Paupers”, available at 

https://abcnews.go.com/Business/norwegians-millionaires-norways-sovereign-

wealth-fund/story?id=21488085 (accessed 18 January 2020). 
56 International Working Group of Sovereign Wealth Funds, supra n 35. 
57 K. Amadeo, “Sovereign Wealth Funds – Where the World’s Richest Countries 

Invest”, available at https://www.thebalance.com/sovereign-wealth-funds-

3305969 (accessed 27 December 2019). 
58 Chen, supra n 19, at 1267.  

https://www.swfinstitute.org/news/73134/sub-saharan-african-sovereign-wealth-fund-assets-above-10-billion
https://www.swfinstitute.org/news/73134/sub-saharan-african-sovereign-wealth-fund-assets-above-10-billion
https://pfd.alaska.gov/Division-Info/About-Us
https://abcnews.go.com/Business/norwegians-millionaires-norways-sovereign-wealth-fund/story?id=21488085
https://abcnews.go.com/Business/norwegians-millionaires-norways-sovereign-wealth-fund/story?id=21488085
https://www.thebalance.com/sovereign-wealth-funds-3305969
https://www.thebalance.com/sovereign-wealth-funds-3305969
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discovery or commencement of mineral exports by the relevant 

country.59 The establishment and funding of African SWFs follows the 

global trend, with majority of these funds established and funded from 

surplus receipts from mineral exports, especially hydrocarbons.60 For 

example, the SWFs of Nigeria, Ghana, Libya, Angola, and Algeria were 

all capitalized from excess revenues from hydrocarbon exports, while 

Botswana’s Pula was established from surplus revenue from diamond 

exports.61 Notably, the SWFs of Senegal, Rwanda and Morocco were 

not funded from commodity exports.62 

3.3. Objectives and Mandates 

The SWFs community is heterogonous and its members differ in terms 

of their structure, funding, investment strategies, and even their goals 

and objectives.63 However, they are generally classified into 

stabilization, development, savings and diversification funds based on 

their objectives and mandates.64 Usually, the objectives of an SWF 

reflects the macroeconomic priorities of the establishing country and 

determines the operational, investment and asset strategies of the 

fund.65 In turn, the objectives of a fund are largely determined by the 

legal system and regulatory regimes under which the fund was 

established.66 

 
59 Supra n 46. 
60 Ibid; Triki and Faye, supra n 54, at 8. 
61 SWFI, Supra n 54. 
62 Supra n 46. 
63 Wilson Centre, “Harnessing Sovereign Wealth Funds for Sustainable Economic 

Development in Africa”, (2016) Paper No. 5, available at 

https://www.wilsoncenter.org/publication/policy-recommendations-and-

options-harnessing-sovereign-wealth-funds-for-sustainable (accessed 10 January 

2020), p. 2. 
64 Supra n 18, at 4 (classified SWFs into capital maximization, stabilization and 

economic development funds: (a) capital maximization funds seek to build a risk-

adjusted capital base for growth and preservation of national wealth, (b) 

stabilization funds aim to facilitate fiscal stability of their establishing country’s 

economy and stabilize their exchange rate in situations such as external shocks 

and (c) economic development funds are dedicated to boosting a country’s long-

term productivity by investing in physical and social infrastructure as well as by 

diversifying the economy). 
65 Supra n 63. 
66 Supra n 18, at 4. 

https://www.wilsoncenter.org/publication/policy-recommendations-and-options-harnessing-sovereign-wealth-funds-for-sustainable
https://www.wilsoncenter.org/publication/policy-recommendations-and-options-harnessing-sovereign-wealth-funds-for-sustainable
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Stabilization funds promote fiscal stability in their country by shielding 

the economy from external shocks like fall in commodity prices.67 

Also, they seek to stabilize exchange rates and meet their country’s 

balance of payment deficits.68 Stabilization funds are usually established 

by resource-rich countries to support their national budgets and 

exchange rates during “commodity and cyclical downturns”.69 For 

example, the Ghana Stabilization Fund is a contingency fund vehicle 

established to preserve funds that can be used to meet unplanned 

government expenditures in the event of a fall in oil prices.70 In the 

past, Algeria withdrew from its SWF to fund fiscal deficits and repay 

public debt while Mauritania used its SWF assets to stimulate its 

economy during the global financial crises in 2009.71 Given their 

functions, stabilization funds require regular liquidity. Hence, they 

usually allocate most of their assets to liquid and short-term assets like 

fixed income products.72 It is noteworthy that stabilization funds differ 

from other funds and assets held by central banks and State-owned 

entities.73 Unlike SWFs, central banks manage government funds 

largely for monetary policy reasons such as managing the currency 

value and inflation.74 

Inter-generational savings funds are mechanisms for inter-generational 

equity.75 They manage and re-invest surplus national wealth, especially 

from non-renewable natural resources like hydrocarbon,76 in order to 

 
67 Supra n 46, at 7. 
68 Supra n 63; Triki and Faye, supra n 54, at 6. 
69 Supra n 46, at 7; A. Putz, “What is a sovereign wealth fund?”, available at 

https://pitchbook.com/news/articles/what-is-a-sovereign-wealth-fund (accessed 

28 December 2019). 
70 Supra n 63. 
71 Hove, supra n 14, at 141. 
72 Ibid. 
73 A. Al-Hassan et al., “Sovereign Wealth Funds: Aspects of Governance 

Structures and Investment Management”, (2013) Working Paper WP/13/231, 

available at 

https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Sovereign-Wealth-

Funds-Aspects-of-Governance-Structures-and-Investment-Management-41046 

(accessed 11 January 2020). 
74 Ibid.  
75 Also known as future generations fund, heritage funds or capital maximization 

funds. 
76 Dixon and Monk, supra n 31, at 7; Hove, supra n 14, at 141. 

https://pitchbook.com/news/articles/what-is-a-sovereign-wealth-fund
https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Sovereign-Wealth-Funds-Aspects-of-Governance-Structures-and-Investment-Management-41046
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accumulate a risk-adjusted capital base, with a view to preserving and 

transferring national wealth across generations.77 Savings funds have 

inter-generational time horizon (they invest with the future generation 

in mind). Hence, they seek to build a portfolio of long-term assets that 

can withstand short-term market volatilities.78 Since they have no 

immediate liquidity needs, savings funds also invest in non-liquid asset 

classes such as private equity and venture capital in order to benefit 

from liquidity premiums.79 The Nigerian Future Generation Fund is a 

savings fund established to build a diversified portfolio of assets and a 

strong capital base that will be used to cater for future generation of 

Nigerians when the nation’s hydrocarbon reserves are exhausted.80 

Diversification funds seek to launch and develop new sectors in their 

domestic economy, usually with a view to curing Dutch disease81 and 

breaking their country’s dependence on one source of revenue.82 For 

many African countries, discovery of natural resources has been a 

 
77 Supra n 18 at 4; Putz, supra n 69; Supra n 31. 
78 Supra n 18 at 4; Dixon and Monk, supra n 31, at 7. 
79 Supra n 18, at 4. 
80 Nigeria Sovereign Investment Authority, “Future Generations Fund”, available 

at http://nsia.com.ng/investments/future-generations-fund (accessed 14 January 

2020). 
81 Dutch disease refers to a circumstance in which discovery of natural resources 

harms rather than propel economic growth for the relevant country. This is 

predominantly an issue for developing countries and arises due to large inflow of 

foreign exchange into the resource exporting country from commodity exports, 

resulting in the appreciation of the local currency on the international market 

and makes other sectors of the domestic economy non-competitive. Dutch 

disease originated in Netherland after its gas discovery in the North Sea, which 

led to appreciation in the Dutch currency and crowded out other exports. See 

A.T. Same, “Mineral-Rich Countries and Dutch Disease: Understanding the 

Macroeconomic Implications of Windfalls and the Development Prospects – The 

Case of Equatorial Guinea” (2008) The World Bank Policy Research Working Paper 

No. 4595, available at 

https://openknowledge.worldbank.org/bitstream/handle/10986/6747/wps4595.p

df?sequence=1&isAllowed=y (accessed 17 December 2020); E. Ianchovichina and 

H. Onder, “Dutch disease: An economic illness easy to catch, difficult to cure”, 

available at https://www.brookings.edu/blog/future-

development/2017/10/31/dutch-disease-an-economic-illness-easy-to-catch-

difficult-to-cure/(accessed 14 January 2020); S.E. Wills, L.W. Senbet, and W. 

Simbanegavi, “Sovereign Wealth Funds and Natural Resource Management in 

Africa”, (2016) 25(2) Journal of African Economics. 
82 Supra n 18. 

http://nsia.com.ng/investments/future-generations-fund
https://openknowledge.worldbank.org/bitstream/handle/10986/6747/wps4595.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/6747/wps4595.pdf?sequence=1&isAllowed=y
https://www.brookings.edu/blog/future-development/2017/10/31/dutch-disease-an-economic-illness-easy-to-catch-difficult-to-cure/
https://www.brookings.edu/blog/future-development/2017/10/31/dutch-disease-an-economic-illness-easy-to-catch-difficult-to-cure/
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bitter-sweet experience and not yielded the anticipated rewards.83 

Research reveals that resource-rich countries have experienced 

stunted growth despite the huge revenues generated from the export 

of mineral resources.84 Thus, SWFs have become powerful 

instruments for managing resource revenues and opening up other 

sectors for resource-rich countries. For example, Saudi Arabia, a 

leading oil exporting country, recently expanded the mandate of its 

SWF to include launching and developing new sectors in the domestic 

economy.85 Some diversification funds also invest in the international 

market as a means of diversifying away from their own economy.86 

Development funds promote their country’s domestic development 

goals by investing in critical physical and socio-economic infrastructure 

that will boost long-term productivity, industrialization and growth in 

the local economy.87 For example, Nigeria’s Infrastructure Fund is 

charged with domestic infrastructure financing and development. Like 

savings funds, development and diversification funds also have the 

flexibility to invest in long-term and non-liquid asset classes such as 

infrastructure, real estate, venture capital and private equity.88 

African SWFs usually pursue stabilization, inter-generational savings, 

economic development and diversification goals under an umbrella 

structure.89 For example, the Nigerian Sovereign Investment 

Authority (NSIA) is divided into three sub-funds dedicated to inter-

generational savings, infrastructure development and stabilization 

 
83 Dixon and Monk, supra n 31. In addition to low economic growth, resource 

abundance has been associated with civil wars and insurgency in sub-Saharan 

Africa. 
84 Ibid. 
85 Putz, supra n 69. 
86 Supra n 18. 
87 Ibid, at 4. 
88 Ibid. 
89 Supra n 63; Supra n 18, at 4. The Santiago Principles classifies SWFs into 

stabilization, savings, development, pension reserve funds and reserve investment 

corporations based on the IMF taxonomy of SWFs. See IMF, Global Financial 

Stability Report, available at 

https://www.imf.org/en/Publications/GFSR/Issues/2016/12/31/Global-Financial-

Stability-Report-April-2012-The-Quest-for-Lasting-Stability-25343 (accessed 12 

January 2020); Supra n 73. 

https://www.imf.org/en/Publications/GFSR/Issues/2016/12/31/Global-Financial-Stability-Report-April-2012-The-Quest-for-Lasting-Stability-25343
https://www.imf.org/en/Publications/GFSR/Issues/2016/12/31/Global-Financial-Stability-Report-April-2012-The-Quest-for-Lasting-Stability-25343
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respectively.90 Similarly, the Libyan SWF is divided into Budget 

Stabilization Fund, Future Generation Fund and Local Development 

Fund.91  The Budget Stabilization Fund undertakes short term 

investments in liquid assets while the other two undertake longer term 

investments.92 

3.4. Investment Strategies and Asset Allocation 

The asset allocation and investment strategy of African SWFs differ 

considerably based on the specific mandates and investment objectives 

as well as the complexity of the fund.93 Stabilization funds, given their 

mandates, adopt conservative and passive investment strategies.94 

Stabilization funds also have relatively short investment horizons, as 

their main goal is shielding their economies from macroeconomic 

shocks as well as providing a buffer to supplement their national 

revenues.95Also, they heavily invest in liquid assets such as fixed 

income financial instruments and assign most of their AUM to low-

risk, low return and stable investments, with a view to meeting their 

liquidity needs easily.96 For example, the Nigerian Stabilization Fund 

primarily invests in short-term assets; has a short-time horizon and 

low returns target; and invests conservatively with liquidity as its 

topmost priority given the unpredictability of its cash calls.97 

On the other hand, savings, diversification and development funds, 

with no immediate or defined liabilities, usually adopt long term 

investment strategies.98 They are usually more aggressive and aim to 

build a portfolio that includes higher-return assets like private equity, 

venture capital, and infrastructure; characterized by high-risk and non-

 
90 S. 4, Nigeria Sovereign Investment Authority (Establishment etc.) Act, 2011 

Gazette No. 64 Vol. 98, 

https://nsia.com.ng/~nsia/sites/default/files/downloads/NSIA%20Act.pdf 

(accessed 20 January 2020). 
91 Supra n 10, at 8; Hove, supra n 14, at 141. 
92 Ibid. 
93 Supra n 10, at 11. 
94 Ibid. 
95 Ibid. 
96 Ibid. 
97 Nigeria Sovereign Investment Authority, “Stabilization Fund”, available at 

http://nsia.com.ng/investments/stabilisation-fund (accessed 14 January 2020). 
98 Supra n 10, at 11 

https://nsia.com.ng/~nsia/sites/default/files/downloads/NSIA%20Act.pdf
http://nsia.com.ng/investments/stabilisation-fund
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liquidity.99 For instance, the Nigerian Future Generations Fund 

implements an aggressive investment strategy that is aimed at building 

a diversified portfolio of growth assets that will provide a solid savings 

base for the future generation.100 Development funds in particular, 

target strategic domestic sectors like infrastructure and other non-

liquid and strategic investments that can stimulate domestic economic 

growth.101 For example, the NSIA allocated 40% of its AUM to the 

Nigeria Infrastructure Fund which invests primarily in domestic 

infrastructure.102 The Nigerian Infrastructure and Future Generation 

Funds are guided by the Nigerian government’s twenty years 

investment horizon.103 

4.0. CATALYSING DIGITAL ECONOMY: THE ROLE 

OF AFRICAN SWFS 

Digital transformation has been recognized as a prerequisite for 

economic growth and sustainable development.104 According to 

Chambers, digital transition is capable of jump-starting economic 

growth, creating jobs, and fuelling innovation.105 Digital transformation 

and the digital economy will have transformative impact on the growth 

and development in Africa.106 In particular, the realization of the 

Agenda 2063 requires innovation and massive application of ICT as an 

enabler for efficient delivery of goods and services across all sectors, 

 
99 Ibid. 
100 Supra n 80. 
101 Supra n 10, at 11. 
102 Nigeria Sovereign Investment Authority, “About Us”, available at 

http://nsia.com.ng/about-us (accessed 19 January 2020); Hove, supra n 14, at 142. 
103 Supra n 80. 
104 R. Makhoul, “Digital for the People, by the People, Accenture”, available at 

https://www.accenture.com/_acnmedia/pdf-

66/accenture_strategy_digital_for_the_people_pov.pdf (accessed 28 December 

2019) describing digital “acumen and capabilities” as the greatest resource a 

country could have in the current global economic dispensation; V. Songwe, “A 

Digital Africa”, (2019) 56(2) Finance & Development, available at 

https://www.imf.org/external/pubs/ft/fandd/2019/06/digital-africa-songwe.htm 

(accessed 12 January 2020), pp. 27-29. 
105 J. Chambers, “Economic Prosperity in the Digital Age”, available at 

https://www.weforum.org/agenda/2017/01/when-it-comes-to-digitization-there-

is-no-time-to-waste (accessed 19 January 2020). 
106 Songwe, supra n 104, at 27 (noting that digitalization brings opportunities to 

leapfrog development). 

http://nsia.com.ng/about-us
https://www.accenture.com/_acnmedia/pdf-66/accenture_strategy_digital_for_the_people_pov.pdf
https://www.accenture.com/_acnmedia/pdf-66/accenture_strategy_digital_for_the_people_pov.pdf
https://www.imf.org/external/pubs/ft/fandd/2019/06/digital-africa-songwe.htm
https://www.weforum.org/agenda/2017/01/when-it-comes-to-digitization-there-is-no-time-to-waste
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including government services, manufacturing, job creation, financial 

services, agriculture, healthcare, education and trade.107 With its 1.2 

billion inhabitants, rapid deployment of digital technologies and the 

digital economy will help Africa to leapfrog its current development 

challenges and deploy its youthful population for sustainable and 

inclusive economic growth.  

The DTS reflects Africa’s aspiration to harness and deploy digital 

technologies and the digital economy to transform the continent’s 

economies, societies and the governments, with a view to scaling 

economic growth, creating jobs and reducing poverty.108 The DTS 

notes that to realize its digital potentials, Africa must close its digital 

infrastructure financing gap and provide adequate mentoring and 

training for digital entrepreneurs across the continent.109 SWFs have 

become important tools for promoting and harnessing innovation and 

technology as well as diversifying their domestic economies.110 Among 

others, African SWFs can finance the development and improvement 

of Africa’s digital infrastructure and digital capabilities,111 attract 

foreign investments into the continent’s digital and technology sectors, 

and foster innovation by establishing innovation hubs and providing 

venture financing to entrepreneurs, technology companies and start-

ups in their respective countries. This part will focus on the potential 

roles of African SWFs in financing digital infrastructure development, 

 
107 UN Broadband Commission for Sustainable Development, “Connecting Africa 

through Broadband – A Strategy for Doubling Connectivity by 2021 and Reaching 

Universal Access by 2030, available at, 

https://www.broadbandcommission.org/Documents/working-

groups/DigitalMoonshotforAfrica_Report.pdf (accessed 17 December 2020), p. 

14. 
108 Ibid. 
109 Supra n 6, at 1; M. Maddy, “The Intensifying Battle for Africa’s Burgeoning 

Tech Landscape”, available at https://techcrunch.com/2018/02/23/the-

intensifying-battle-for-africas-burgeoning-tech-landscape-2/ (accessed 19 January 

2020). Maddy highlighted lack of infrastructure and technical knowledge as some 

of the key challenges facing Africa’s tech landscape. 
110 Makhoul, supra n 104, at 3. 
111 R. Gottschalk, “Financing South-South Cooperation for Building Digital 

Capacities”, available at 

https://unctad.org/meetings/en/SessionalDocuments/2018_04_Oct_Gottschalk.

pdf (accessed 28 December 2019). 

https://www.broadbandcommission.org/Documents/working-groups/DigitalMoonshotforAfrica_Report.pdf
https://www.broadbandcommission.org/Documents/working-groups/DigitalMoonshotforAfrica_Report.pdf
https://techcrunch.com/2018/02/23/the-intensifying-battle-for-africas-burgeoning-tech-landscape-2/
https://techcrunch.com/2018/02/23/the-intensifying-battle-for-africas-burgeoning-tech-landscape-2/
https://unctad.org/meetings/en/SessionalDocuments/2018_04_Oct_Gottschalk.pdf
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co-investing and attracting foreign investments as well as supporting 

their local innovation economies via venture financing. 

4.1. Financing Digital Infrastructure Development 

The DTS reckons that the digital transformation in Africa is being 

hampered by lack of reliable, affordable and efficient digital 

infrastructure such as “broadband and high speed networks, terrestrial 

optic fibre networks, fibre over power lines, submarine cables, satellite 

communication, mobile communication, Internet Exchange Points 

(IXPs), postal infrastructure, digital terrestrial broadcasting, data 

centres”.112 Mullins also highlighted antiquated infrastructure, poor 

broadband penetration and poor internet and telecommunication 

services as some of the problems stifling the growth of Africa’s digital 

economy.113 To buttress the foregoing point, the International 

Telecommunication Union noted that 10% expansion in Africa’s 

broadband penetration alone will lead to a 2.5% increase in GDP per 

capita.114 To achieve universal broadband connection in Africa by 

2030, the continent must connect about 1.1 billion new users, which 

requires the construction of 250,000 new 4G base stations and at least 

250,000 kilometres of fibre.115 The continent lacks the requisite 

financing needed to develop new, and expand existing, digital 

infrastructure. Hence, the DTS highlights shortage of financing as a 

major problem facing Africa’s quest for digital transformation.116 For 

instance, about $9 billion worth of additional investments will be 

required by 2021 to double broadband connectivity117 while $29 

billion in capital expenditure will be needed achieve universal 

broadband access in Africa by 2030.118 The African Development Bank 

 
112 Supra n 6, at 1. 
113 N. Mullins, “Kenya’s Silicon Savannah is Driving Africa’s Unique Economic 

Rise” available at https://www.mercer.com.sg/our-thinking/voice-on-

growth/africas-unique-economic-rise.html (accessed 19 January 2020). 
114 Supra n 107, at 8. 
115 Ibid, at 16. 
116 Supra n 6, at 1; Supra n 111. 
117 Supra n 107, at 16. To double broadband connectivity by 2021, Africa must 

connect nearly 220 million new users to the internet. 
118 Ibid. Additional $53 billion is required over that period for network operation 

and maintenance. In total, about $100 billion is required to achieve universal 

broadband access in Africa by 2030.  

https://www.mercer.com.sg/our-thinking/voice-on-growth/africas-unique-economic-rise.html
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noted that just about 2.6% of infrastructure investments in Africa went 

into ICT in 2016.119 

As long-term investors with large scale capital base, African SWFs have 

the potential to play critical roles in funding Africa’s digital 

infrastructure gap.120 Despite this potential, SWFs investments in 

Africa is relatively low and skewed in favour of the natural resources 

sector.121 Similarly, the available SWFs infrastructure investments 

went into bankable brownfield projects, with high-returns and less 

risk, rather than Greenfield projects.122 Hence, there is still room for 

African SWFs to lead the way in developing the continent’s 

infrastructure and, in particular, helping to bridge the financing gap in 

the area of telecommunication and digital infrastructure.123 African 

SWFs have been increasingly investing in domestic infrastructure in 

pursuit of their domestic development or diversification mandates. 

Some African SWFs have established sub-funds specifically dedicated 

to domestic or regional infrastructure development, reflecting the 

recognition by African governments that SWFs can be effective tools 

for addressing their domestic infrastructure deficits in key areas such 

as energy, telecommunication and transportation. For instance, the 

NSIA allocates 40% of its AUM to the Nigerian Infrastructure 

Development Fund which invests in critical national infrastructure 

projects like power, telecommunication and transport.124 

In addition to the direct financing of digital and telecommunication 

infrastructure projects, African SWFs can underwrite or guarantee 

debts or invest in infrastructure bonds and other financial instruments 

issued for the purpose of financing digital infrastructure projects in 

 
119 V. Songwe, supra n 104, at 29; Hove, supra n 14, at 142 (noting that mobilizing 

finance for infrastructure development in Africa remains a daunting challenge). 
120 R. Sharma, “Sovereign Wealth Funds Investment in Sustainable Development 

Sectors”, available at https://www.un.org/esa/ffd/high-level-conference-on-ffd-

and-2030-agenda/wp-content/uploads/sites/4/2017/11/Background-

Paper_Sovereign-Wealth-Funds.pdf (accessed 28 December 2019), p. 2; Hove, 

supra n 14, at 131. 
121 Supra n 10, at 14. 
122 Ibid; Hove, supra n 14, at 131. 
123 Supra n 111; Hove, supra n 14, at 131. 
124 Supra n 10, at 14. 

https://www.un.org/esa/ffd/high-level-conference-on-ffd-and-2030-agenda/wp-content/uploads/sites/4/2017/11/Background-Paper_Sovereign-Wealth-Funds.pdf
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their respective countries.125 They can also inject additional liquidity 

to their domestic debt and equity markets with a view to deepening 

their domestic financial markets.126 For example, in order to enhance 

the credit quality of domestic infrastructure projects, the NSIA, in 

partnership with GuarantCo., KfW Development Bank, and Africa 

Finance Corporation, established the Infrastructure Guarantee 

Company (InfraCredit).127 InfraCredit provides local currency 

guarantee for debt instruments issued for finance qualifying 

infrastructure projects in ICT/telecommunication and other critical 

sectors of the Nigerian economy.128 Furthermore, given their 

expertise and experience in project financing and development, 

African SWFs can also be used by their governments to channel 

available resources into priority national infrastructure projects. For 

example, the NSIA manages the $650 million Presidential 

Infrastructure Development Fund recently established by the Federal 

Government of Nigeria to finance critical road and power projects 

across the country.129 

4.2. African SWFs and Co-Investments in the Digital 

Economy 

Co-investing is a growing trend among SWFs. Investing alongside 

mature and established institutional investors helps to increase the 

acceptability of SWFs within the global financial community, thereby 

enhancing their reputation and legitimacy.130 In addition, co-investing 

opens up cross-border investment opportunities and improves 

country-to-country relationships which scales the buying power of 

funds and enable them to cultivate relationships with other 

 
125 Hove, supra n 14, at 148. 
126 Ibid. 
127 InfraCredit, “Who We Are”, available at https://infracredit.ng (accessed 14 

January 2020).  
128 Ibid. Eligible sectors include agriculture, ICT/telecoms, gas distribution, social 

infrastructure such as hospitals, power, renewable energy, and transportation. 
129 Nigeria Sovereign Investment Authority, “NEC Approves $650M Seed 

Funding as FG Establishes Presidential Infrastructure Development Fund”, 

available at http://nsia.com.ng/~nsia/sites/default/files/press-

release/NEC%20Approves%20Press%20Release.pdf (accessed 14 January 2020). 
130 Hove, supra n 14, at 148. 

https://infracredit.ng/
http://nsia.com.ng/~nsia/sites/default/files/press-release/NEC%20Approves%20Press%20Release.pdf
http://nsia.com.ng/~nsia/sites/default/files/press-release/NEC%20Approves%20Press%20Release.pdf


(2021) UNILAG Law Review Vol. 4 No. 2 

43 

 

institutional investors which they can leverage in pursuit of their 

mandates.131 

Given the small size of African SWFs, they use co-investment options 

like joint ventures and public-private partnerships. Other State-owned 

entities, and development finance institutions like the World Bank, can 

be used by African SWFs to mobilize additional capital for digital 

infrastructure development and venture investing in their respective 

countries.132 For example, Ithmar Capital of Morocco established 

Wessal Capital, a co-investment vehicle, through which it raised $2.5 

billion from other SWFs like Saudi PIF, KIA, QIA, and Mubadala 

Investment Company of UAE.133 Similarly, Russian Direct Investment 

Fund (RDIF) and the China Investment Corporation established the 

Russia-China Investment Fund (RCIF) in 2012 to enhance economic 

cooperation and investments between Russia and China. The RCIF 

received $2 billion commitments from RDIF and CIC on equal basis.134 

African SWFs can also partner with development finance institutions 

like the World Bank and the African Development Bank to fund digital 

infrastructure projects and support the continent’s digital ecosystem. 

For example, the World Bank, under its country partnership with 

Morocco, recently approved $700 million financing for Morocco’s 

digital transformation program.135 African SWFs can also utilize co-

investment strategies to access relevant expertise. For example, the 

NSIA financed the redevelopment and equipment of the Lagos 

University Teaching Hospital’s cancer centre using public private 

partnership.136 Despite its merits, co-investing is costly, labour-

 
131 Ibid. 
132 Supra n 10, at 14; Hove, supra n 14 at 148. 
133 Supra n 9, at 43. 
134 Ibid, at 46. 
135 The World Bank, “Morocco: New Program of Support Focused on Investing 

in People and Economic Transformation”, available at 

https://www.worldbank.org/en/news/press-release/2019/02/19/morocco-new-

program-of-support-focused-on-investing-in-people-and-economic-

transformation (accessed 14 January 2020). 
136 Nigeria Sovereign Investment Authority, “The Federal Government 

Announces the Commissioning of the NSIA-LUTH Cancer Treatment Centre”, 

available at http://nsia.com.ng/~nsia/sites/default/files/press-

release/Press%20Release%20Cancer%20Centre%20LUTH-NSIA_0.pdf 

(accessed 14 January 2020). 

https://www.worldbank.org/en/news/press-release/2019/02/19/morocco-new-program-of-support-focused-on-investing-in-people-and-economic-transformation
https://www.worldbank.org/en/news/press-release/2019/02/19/morocco-new-program-of-support-focused-on-investing-in-people-and-economic-transformation
https://www.worldbank.org/en/news/press-release/2019/02/19/morocco-new-program-of-support-focused-on-investing-in-people-and-economic-transformation
http://nsia.com.ng/~nsia/sites/default/files/press-release/Press%20Release%20Cancer%20Centre%20LUTH-NSIA_0.pdf
http://nsia.com.ng/~nsia/sites/default/files/press-release/Press%20Release%20Cancer%20Centre%20LUTH-NSIA_0.pdf
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intensive and requires multi-stakeholder engagements that may result 

in sub-optimal decision making, as the priorities of other co-investors 

must be accommodated.137 

4.3. Attracting Foreign Technology Investments 

African markets are characterized by enormous in-country risks such 

as armed conflicts, insurgency, corruption and political risks, making 

the continent a difficult terrain for foreign investors138 Also, the 

continent has tremendous liquidity problems due to the lack of robust 

and well-developed capital markets.139 Given the foregoing, direct 

investment remains the primary mode of capital inflow into Africa.  

Triki and Faye noted that Africa’s share in global SWFs investments is 

negligible.140 In fact, as at 2010, only about 5% of global SWFs 

resources were directed towards the continent.141 To this end, the 

emergence of African SWFs is a welcome development, as they 

constitute suitable mechanism for attracting greater foreign SWFs 

investments and foreign investments in general to the region. This is 

because the establishment of an SWF by a country has a signalling 

effect on foreign investors – it signals the credibility and maturity of 

the local economy to foreign investors.142 Similarly, SWFs improve the 

credit rating of their countries (for instance Nigeria and Angola 

recorded improvements in their credit rating upon establishing SWFs) 

and confidence in the ability of the home countries to meet their 

investment obligations, thereby making their home countries more 

attractive to private investors.143 

African SWFs have both the expertise and risk-sharing capability 

required to support and coordinate investments with foreign 

 
137 Supra n 9, at 41. 
138 Capital Markets in Africa, “Home-grown African Wealth Funds Seeking 

Foreign Partners to Fix Infrastructure Gap”, available at 

http://www.capitalmarketsinafrica.com/home-grown-african-wealth-funds-

seeking-foreign-partners-to-fix-infrastructure-gap/ (accessed 14 January 2020). 
139 Ibid; Hove, supra n 14, at 147. 
140 Triki and Faye, supra n 54, at 15. 
141 International Financial Services London (IFSL) Research, “Sovereign Wealth 

Funds” (2010) cited in Triki and Faye, supra n 54, at 15. 
142 Hove, supra n 14, at 147; Chen, supra n 19, at 1273. 
143 Ibid. 

http://www.capitalmarketsinafrica.com/home-grown-african-wealth-funds-seeking-foreign-partners-to-fix-infrastructure-gap/
http://www.capitalmarketsinafrica.com/home-grown-african-wealth-funds-seeking-foreign-partners-to-fix-infrastructure-gap/
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investors.144 They can also serve as local counterparts to foreign 

investors looking to invest in digital infrastructure like broadband 

expansion projects, submarine cables and other telecommunication 

infrastructure.145 As large domestic institutional investors with robust 

knowledge of the local economy, African SWFs, by investing alongside 

foreign investors, will improve the credit rating and bankability of the 

relevant projects.146 For example, one of the goals of Turkey’s SWF is 

to develop the domestic entrepreneurial economy and become the 

“investment gate of Turkey”.147 African SWFs can also serve as 

intermediaries between foreign investors and local project developers 

and suppliers, as well as, use their government links to facilitate the 

procurement of relevant permits and tax incentives for the investee 

companies.148 African funds should also establish technology units that 

will be responsible for scouting and coordinating local technology 

investments, including determining and identifying the most investable 

sectors of the economy for foreign investors based on their country’s 

development priorities.149 

4.4. African SWFs and Venture/Innovation Investing 

The presence of a robust innovation and start-up ecosystem, including 

viable co-creation centres and research institutes are considered 

essential for digital transformation and the emergence of a viable digital 

economy.150 Thriving start-up and innovation ecosystems lead to 

technological advancement, creation of jobs, and bring about digital 

 
144 J. Braunstein, “Financing Africa’s Infrastructure Gap through New Forms of 

Co-Investments and Partnerships with Sovereign Wealth Funds”, available at 

https://blogs.lse.ac.uk/africaatlse/2014/11/21/financing-africas-infrastructure-gap-

through-new-forms-of-co-investments-and-partnerships-with-sovereign-wealth-

funds/ (accessed 28 December 2019). 
145 Ibid. 
146 Ibid; Supra n 46, at 7. 
147 M. Bostan and M. Ergen, “The Role of Sovereign Wealth Funds in an 

Entrepreneurial Economy”, available at http://turkishpolicy.com/article/865/the-

role-of-wealth-funds-in-an-entrepreneurial-economy (accessed 28 December 

2019). 
148 African SWFs should be wary of opportunistic foreign investors whose 

primary objective is to extract unwarranted tax and other incentives and 

concessions from the host country. 
149 Supra n 63, at 5.  
150 Supra n 105, at 3.  

https://blogs.lse.ac.uk/africaatlse/2014/11/21/financing-africas-infrastructure-gap-through-new-forms-of-co-investments-and-partnerships-with-sovereign-wealth-funds/
https://blogs.lse.ac.uk/africaatlse/2014/11/21/financing-africas-infrastructure-gap-through-new-forms-of-co-investments-and-partnerships-with-sovereign-wealth-funds/
https://blogs.lse.ac.uk/africaatlse/2014/11/21/financing-africas-infrastructure-gap-through-new-forms-of-co-investments-and-partnerships-with-sovereign-wealth-funds/
http://turkishpolicy.com/article/865/the-role-of-wealth-funds-in-an-entrepreneurial-economy
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transformation and economic diversification.151 Since the last decade, 

Africa has been in a start-up boom led by the rapid growth in venture 

capital and improvements in mobile penetration, internet, and 

expansion in other digital infrastructure capabilities.152 Nigeria, South 

Africa and Kenya are some of the leading countries with respect to 

innovation, start-up formation, tech hubs and venture capital 

activities.153 SWFs are increasingly used as mechanism for launching 

and developing new sectors or diversifying their domestic economy.154 

African SWFs can foster innovation and the digital economy in the 

continent via the establishment of more innovation hubs and provision 

of venture funding to the local innovation and start-up communities.  

4.4.1. Establishment of Tech Hubs 

Currently, Africa has about 442 active tech hubs, accelerators and 

incubators, driving entrepreneurship, start-up formation, digital skills 

acquisition and technology activities across the continent.155 Examples 

include CcHub of Nigeria, Pan-Africa incubator MEST, and iHub of 

Kenya.156 In order to escalate technology adoption; promoting 

entrepreneurial and venturous culture; and the emergence of more 

viable innovation clusters across continent, African SWFs can 

collaborate with their public and private sector partners to establish 

new digital hubs and provide essential infrastructure within existing 

hubs.157 Some of the existing hubs already have funding and other 

partnerships with development finance institutions like the World 

Bank, which can be supported or expanded by African SWFs.158 For 

example, the government of Abu Dhabi through its SWF, Mubadala’s 

 
151 Jong-Wha Lee, The Republic of Korea’s Economic Growth and Catch-Up: 

Implications for the People’s Republic of China, available at 

https://www.adb.org/publications/republic-korea-economic-growth-catch-up-

implications-prc (accessed 19 January 2020); Supra n 147, at 42-43. 
152 J. Bright, “Lessons from M-Pesa for Africa’s new VC-rich Fintech Startups”, 

available at https://techcrunch.com/2019/12/04/lessons-from-m-pesa-for-africas-

new-vc-rich-fintech-startups/ (accessed 18 December 2020).  
153 Other strong countries in this regard include Ghana, Tanzania, Ethiopia and 

Senegal. Supra n 152. 
154 Supra n 152; Supra n 147, at 42-43; Triki and Faye, supra n 54, at 15. 
155 Supra n 42. 
156 Ibid. 
157 Supra n 147, at 43; Maddy, Supra n 109. 
158 Ibid. 

https://www.adb.org/publications/republic-korea-economic-growth-catch-up-implications-prc
https://www.adb.org/publications/republic-korea-economic-growth-catch-up-implications-prc
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partnership with leading technology companies and investors like 

Microsoft and SoftBank’s Vision Fund, launched a new technology and 

innovation centre, Hub 71.159 Hub 71 provides fully subsidized housing, 

office spaces and health insurance packages for start-ups operating 

within the hub. To address the funding needs of start-ups within the 

hub, a new venture fund was created by the Abu Dhabi government 

that will invest both in start-ups and venture capital funds operating in 

Abu Dhabi and co-invest with venture funds in tech start-ups based in 

Hub71.160 In Africa, the Rwandan Government established the Rwanda 

Innovation Fund (RIF) that is responsible for developing the domestic 

innovation economy. The RIF is building a $420 million Digital 

Innovation Precinct within the Kigali Innovation City.161 Also, the RIF 

provides venture financing to both local entrepreneurs, early-stage 

ventures as well as trained tech-oriented entrepreneurs in business 

planning and management.162 

4.4.2. Sovereign Venture Funding 

Sovereign venture funding refers to participation by SWFs in venture 

investment rounds alone or alongside traditional venture capital 

funds.163 Over the last decade, SWFs increased their private equity 

 
159 C. Maceda, “Abu Dhabi Launches Hub 71 that Brings Together Tech Start-

ups, Global Powerhouses, including Microsoft”, available at 

https://gulfnews.com/business/abu-dhabi-launches-hub71-that-brings-together-

tech-start-ups-global-powerhouses-including-microsoft-1.1553408162860 

(accessed 19 January 2020). 
160 ArabianBusiness Global, “Abu Dhabi, SoftBank Launch $145m Fund, Hub for 

Tech Start-ups”, available at https://www.arabianbusiness.com/politics-

economics/416041-abu-dhabi-softbank-to-launch-142m-fund-hub-for-tech-

startups (accessed 19 January 2020). 
161 C. Mwai, “Rwanda, Africa50 Infrastructure Financing Talks Take Shape”, 

available at https://www.newtimes.co.rw/news/rwanda-africa50-infrastructure-

financing-talks-take-shape (accessed 14 January 2020). The fund has $100 million 

in direct commitments from the Rwandan Government and private investors and 

raised additional $30 million from the African Development Bank in 2018. See 

African Development Bank Group, “Rwanda Innovation Fund Project to Receive 

US $30-million Loan from African Development Bank”, available at 

https://www.afdb.org/en/news-and-events/rwanda-innovation-fund-project-to-

receive-us-30-million-loan-from-african-development-bank-17956 (accessed 14 

January 2020). 
162 African Development Bank, ibid. 
163 Supra n 9, at 25. 
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and venture capital investments in technology companies and start-

ups.164 According to Engel, Hamirani, and Saklatvala,165 about 80% of 

SWFs allocated more assets to direct and indirect technology 

investments in the five years leading to 2016.166 One source estimates 

that in 2018 alone, SWFs invested about $3 billion in unlisted 

technology companies across 44 deals, the highest over the preceding 

three years.167 This paradigm shift by SWFs from conservative and 

passive investing to more aggressive and flexible investment strategies 

that allow for investments in alternative and non-liquid asset classes 

like private equity and venture capital has been attributed to both 

strategic and non-strategic reasons. From a strategic standpoint, most 

SWFs now have domestic mandates that include development and 

diversification of their respective economies. Hence, their increased 

investments in the technology and innovation sector, with a view to 

attracting technology and innovation into their respective domestic 

 
164 CBINSIGHTS, “Where the World’s Ten Most Active Sovereign Wealth Funds 

Invest in Tech”, available at https://www.cbinsights.com/research/sovereign-

wealth-tech-startup-investors/ (accessed 29 December 2019) - noting that 

companies such as Uber, e-commerce company Noon of United Arab Emirates, 

Alibaba’s subsidiaries Ant Financial Services and Cainiao, iTutor Group, Xiaomi, 

Flipkart, Didi Chuxing and Bedy Casa were the leading tech giants that were 

backed by SWFs as at 2017. 
165 J. Engel, H. Hamirani, and K. Saklatvala, “Pursuing Innovation: Sovereign 

Wealth Funds and Technology Investments”, available at 

https://executive.berkeley.edu/sites/default/files/atoms/files/Pursuing%20Innovati

on%20-

%20Sovereign%20Wealth%20Funds%20and%20Technology%20Investment.pdf 

(accessed 28 December 2019). 
166 R. Klingler-Vidra and J. Braunstein, “How Sovereign Wealth Funds are 

Inflating the Silicon Valley Bubble”, available at https://theconversation.com/how-

sovereign-wealth-funds-are-inflating-the-silicon-valley-bubble-101859 (accessed 

24 December 2019). Between 2010 and 2016, investments by SWFs in the 

technology and startup industry increased to over $12 billion and participated in 

47 technology related deals between 2015 and 2016, compared to a total of 93 

deals from 2003-2014. 
167 T. Arnold, “UPDATE 1-Sovereign Investors Favor Unlisted Tech as Private 

Markets Surge”, available at https://www.reuters.com/article/swf-investments-

venture-capital/update-1-sovereign-investors-favour-unlisted-tech-as-private-

market-surges-report-idUSL5N22Z2JT (accessed 19 January 2020); P. Pielichata, 

“Sovereign Wealth Funds Increase Venture Capital Deals in 2018”, available at 

https://www.pionline.com/article/20190523/ONLINE/190529930/sovereign-

wealth-funds-increase-venture-capital-deals-in-2018 (accessed 19 January 2020). 

https://www.cbinsights.com/research/sovereign-wealth-tech-startup-investors/
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economies.168 The non-strategic reasons responsible for increased 

participation by SWFs in venture financing include their growing 

maturity and expertise in asset allocation;169 the quest for higher risk-

adjusted returns and the liquidity premiums that accrue from 

alternative assets like venture capital and private equity as well as the  

desire for better risk diversification.170 Furthermore, technology and 

innovative companies, in order to avoid the nuances of initial public 

offerings and life as listed companies, are increasingly reluctant to go 

public. Rather than listing, most entrepreneurs now resort to the 

private markets for early stage and growth capital171 and SWFs, given 

their long investment horizons compared to traditional private equity 

and venture capital funds, have emerged as sought-after investors.172 

SWFs being the highest equity investors in unlisted technology 

companies for 2018 is a testament to this.173 

SWFs have become powerful tools in the hands of countries seeking 

to boost their domestic entrepreneurial ecosystems.174 In fact, most 

countries have modified the mandate of their SWFs to include 

 
168 Supra n 165, at 6-7. It was noted that globally oriented SWFs such as 

Mumtalakat of Bhrain, Ireland’s National Pension Reserve, and the Oman State 

General Reserve Fund increasingly look inwards toward their local development 

through strategic domestic investment. Also, Klingler-Vidra and Braunsten, supra 

n 165 noted that the increasing exposure of SWFs to venture capital comes with 

national development strategies and industrial revival policies, hence their 

investment in disruptive technologies from AI to biotech with a desire to move 

up the global value chain. 
169 Capape, supra n 14 submitted that SWFs have grown, resulting in changes in 

investment strategy from classic conservative portfolios (60% equities, 40% fixed 

income) to portfolios with alternative assets like private equity, real estate and 

venture capital. 
170 Supra n 9, at 25; Supra n 165, at 3. 
171 For instance, 30 US venture-backed technology companies went public in 2014 

but declined to 16 in 2015. The figure further declined to 14 in 2016 compared 

to an average of 49 companies since 1980. See Supra n 165, at 3; Putz, supra n 

69. 
172 On average, the investment horizon of private equity and venture capital funds 

is between 3-7 years. See supra n 166; Arnold, supra n 166; Putz, supra n 69. 
173 International Forum of Sovereign Wealth Funds, “Sovereign wealth Funds 

accelerate venture capital investments”, available at 

https://www.ifswf.org/general-news/sovereign-wealth-funds-accelerate-venture-

capital-investments (accessed 19 January 2020). 
174 Supra n 147, at 39.  
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fostering innovation and developing the local digital economy.175 For 

example, the mandates of Turkey’s wealth fund include the provision 

of cash or in-kind capital investments in start-ups and small and 

medium enterprises with a view to empowering the domestic 

entrepreneurial economy.176 As long term investors with large scale 

investable capital and no immediate liquidity concerns, African SWFs 

are well placed to bridge the venture financing gaps within their 

respective economies. They can participate directly or indirectly in the 

domestic venture capital industry among others, investing in start-ups 

and local venture capital funds. Vibrant local venture capital industries 

across Africa will enhance innovation and bring about new digital 

technologies, create jobs and promote economic development across 

the continent.177 For example, Gabon’s Okoume Capital and Angola’s 

Fundo Soberano de Angola (FSDA) have announced commitments to 

support their respective innovation economies.178 FSDA has 

established the “Mezzanine Investment Fund” which will focus on 

emerging sectors including start-ups and provide venture financing, 

with a view to meeting the financing needs of entrepreneur-driven 

sectors of the Angolan economy.179 Furthermore, FSDA allocates 

7.5% of its AUM to the Social Charter, which is dedicated to investing 

in viable projects that will generate sustainable wealth through 

entrepreneurial development.180 Some other African SWFs have also 

embarked on creating small venture capital funds to meets the funding 

needs of local start-ups, small and medium enterprises within their 

respective countries.181 

5.0. CHALLENGES FACING AFRICAN SWFS 

The major challenge confronting African SWFs is the small size of their 

assets under management relative to their GDPs. Size is critical in 

 
175 Supra n 9, at 25.  
176 Supra n 147, at 45. 
177 Supra n 107, at 9; Supra n 10, at 12; Supra n 105 (noting that venture capital 

investments that provide financing backing and mentorship opportunities are 

essential to the development of start-up ecosystem.) 
178 Supra n 10, at 16. 
179 Ibid, at 15. 
180 Ibid, at 16. 
181 Ibid. 
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development financing and larger funds have better chances of making 

significant impacts. Most African funds are simply too small in relation 

to their own GDPs to fulfil their development mandates, let alone 

influence proceedings at the global stage. For instance, only Libya’s 

fund has an AUM that constitutes up to 20% of its GDP.182 In addition 

to small scope of assets, only seven African funds had domestic 

development mandates. African countries need to grow their fund size 

relative to the GDPs of their domestic economies for maximum 

impact.183 Similarly, those without domestic mandates should be 

expanded to include domestic development mandates such as 

launching and developing their local digital economies. Overall, African 

SWFs must develop creative and innovative ways of deploying their 

limited resources for maximum impact. Such innovative structures 

include co-investing, joint ventures, venture financing, or even jointly 

setting up pan-African funds to address certain key developmental 

challenges facing the continent, such as low broadband penetration in 

the continent. 

Furthermore, African SWFs struggle with poor governance and 

transparency issues, adverse political interference,184 and poor 

investment decisions.185 Good governance, transparency, and little 

political interference are essential to the success of SWFs in pursuit 

of their mandates. As noted above, good management, proper 

governance, and transparency confer credibility not just on a SWFs 

but also the establishing country.186 While some African SWFs like the 

NSIA have been scored high on governance and transparency, there 

is still little or no insight into how most African SWFs operate.187 For 

example, about 60% of African SWFs are poorly governed and non-

 
182 Supra n 46, at 11. Only Algerian and Libyan funds have AUM of $10 billion and 

above. 
183 For instance, other countries can adopt Ghana’s approach of allocating a 

portion of its annual oil revenue to its funds irrespective of whether there is a 

windfall. See supra n 46, at 25. 
184 For example, Ghana’s Heritage Funds was recently enmeshed in controversy 

because of the government’s suggestion that the fund should be used to finance 

the country’s free secondary education program. See supra n 46, at 15. 
185 Supra n 63, at 3 (noting that many African SWFs have struggled on account of 

weak governance, adverse political interference). 
186 Hove, supra n 14, at 147. 
187 Supra n 46. 
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transparent.188 The SWFs of Mauritania, Libya, Equatorial Guinea and 

Algeria were the least ranked in this regard, with almost no financial 

disclosure.189 Recently, Angola’s fund was entangled in money 

laundering and misappropriation allegations, pursuant to which it took 

legal action against its external fund manager.190 Similarly, Libya’s fund 

was frozen on the grounds of corruption following the Arab Spring 

and also sued its external asset managers including Goldman Sachs, JP 

Morgan and Société General for mismanagement of its assets.191 To 

be more effective in furtherance of their objectives, African SWFs 

should adopt legal structures that ensure good governance and 

transparency in their operations to boost investor confidence in their 

domestic economy. They should also adopt and implement the 

Santiago Principles.  

In addition to the foregoing, there is a lack of alignment and 

coordination between the SWFs and the government agencies or 

departments responsible for implementing the country’s digital 

transformation roadmap. SWFs should be empowered by their 

governments to venture into digital transformation projects by re-

defining their mandates to include digital economy development and 

setting up mechanisms that would allow for coordination between the 

SWF and the government department in charge of implementing the 

country’s digital economy project. For instance, cooperation between 

the NSIA and the Federal Ministry of Communication and Digital 

Economy, which is responsible for implementing Nigeria’s digital 

economy policies, could ensure more effective implementation. In 

addition to providing technical support and financial advisory services 

regarding the digital transformation project, the NSIA would help to 

design a strategy for mobilizing financial resources needed for the 

project. 

 

 
188 Ibid, at 11.  
189 Ibid. 
190 Ibid, at 16.  
191 It reached a $1.2 billion settlement with Société General and lost the suit 

against Goldman Sachs. See supra n 46, at 21. 
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6.0. CONCLUSION 

A thriving digital economy will foster innovation and technology 

adoption in Africa and help the continent to fulfil the Agenda 2063 and 

the Sustainable Development Goals. The emergence of a vibrant digital 

economy requires reliable and efficient digital infrastructure as well as 

requisite venture capital backing for African entrepreneurs and 

innovators, which is where African SWFs come in handy. As noted 

above, Africa SWFs are one of the biggest sources of development and 

infrastructure finance in the continent, placing them in a great position 

to support Africa’s digital transition by funding the extant digital 

infrastructure financing gap. Also, through participation as local 

counterparts of foreign investors and co-investing alongside other 

institutional investors, African SWFs can share investment risks 

especially with foreign investors, thereby attracting more capital 

investments into their respective digital economies. Furthermore, 

African SWFs have become major providers of venture financing to 

their local innovation economies. For instance, Angola’s FSDA has 

established the Mezzanine Innovation Fund to provide venture 

financing and allocates 7.5% of its assets to the domestic 

entrepreneurial economy. 

To increase their chances of effectively stimulating digital 

transformation in Africa, African SWFs must overcome extant 

challenges including their poor governance and disclosure scorecard 

which reduces their international credibility as well as political 

interference which can influence their asset allocation and investment 

strategies. Notably, with increased assets under management, more 

experience and expertise in venture investing and cultivation of more 

relationships within the global venture capital community, African 

SWFs have the potential to drive innovation and digital growth in 

Africa. Furthermore, as more African SWFs fine-tune strategies for 

fulfilling their development and diversification mandates, there will be 

increased focus on innovation and venture investing, which will lead to 

exponential growth in the African digital economy. 

 


