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Abstract 

 

This study investigates the decision-making challenges that funders in the United Arab 

Emirates (UAE) face in selecting the best start-ups to receive high returns and ensure the 

sustainability of the business ecosystem. Further, it examines the funders' risks while making 

early-stage investments in innovative businesses. Applying a qualitative methodology, in-

depth interviews were conducted with 12 funders and analyzed using Nvivo software for 

deeper insights. The analysis permits understanding the dynamics of the key factors that 

funders consider to make better decisions on the perfect business to invest in with a higher 

probability of success. The key elements are based on their intuition, entrepreneurs' 

commitment, and the business trends the government encouraged. Specifically, government 

policies and programs supporting particular industries act as signals that affect the decisions 

made by investors. Further, the study highlights the challenges faced while investing in early-

stage innovative enterprises. These include startup sourcing, the dedication of the founding 

and management teams, market risk—such as competition vs. imitation—, governmental 

regulation and the discrepancy between anticipated policy outcomes and actual 

implementation, funding needed to keep the business running, and financing constraints. 

Specific issues were explored, including the UAE business environment and its orientation in 

terms of growth and innovation. This research contributes to building up an ecosystem that 

supports start-up financing, providing lessons and implications to strengthen investors' 

decision-making processes, and developing a framework for financing policies, schemes, and 

programs for those seeking to encourage start-ups and foster entrepreneurship and economic 

growth in the UAE. 
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1. Introduction  

The United Arab Emirates (UAE) government has initiated several innovation funds and 

programs, recognizing innovation as a cornerstone of social and economic development. 

Innovation funding decisions are strategic and concern interactions between actors — 

funders, start-ups, and policymakers seeking to develop a vibrant, dynamic, multi-sectoral 

business environment. With the current significant booming of start-ups in the UAE, 

innovation funding decisions are strategic in successfully selecting the best start-ups to 

receive high returns if their portfolio firms successfully exit and, importantly, ensure the 

business ecosystem's sustainability. Funders face challenges in identifying entrepreneurial 

startups that  generate a return on investment (ROI) due to the uncertainty of the business 

environment and asymmetric information (Meglio, et al. 2016). More than half of venture-

backed startups fail, while only 10% of invested businesses generate 85% of investment 

returns (Nanda & Rhodes-Kropf, 2013). There is also a risk that stymies funders' decisions. 

Thus, keeping in view the issue's significance, this research investigates the challenges that 

funders in the United Arab Emirates (UAE) face. The UAE business ecosystem has openly 

accepted innovation and promoted digital adoption in the region.  As per the Gulf 

Cooperation Council report, the UAE market is ranked as one of the most competitive and 

emerging markets in the world. There is a great effort in establishing the entrepreneurship 

ecosystem (hubs, incubators, programs supporting entrepreneurship), however, there is still a 

gap on the financial side, such as Angels and VCs. In this context, this study investigates the 

risks and challenges that funders face while investing in innovative enterprises. It is important 

to highlight that in-depth interviews were conducted with private and public funders to 

examine how they make decisions regarding early-stage innovative businesses. The risks 

identified by funders  prior to investing in entrepreneurial startups were examined.  

 

2. Literature Review 

 

There has been a considerable increase in start-ups around the globe in recent years. Specific 

industries such as technology, the internet, and biotechnology have a high growth speed. 

Also, it is the most fascinating field chased by a huge number of entrepreneurs (Zhong, H. et 

al., 2018).  

Venture capitalists' goal is reached by posing several queries, such as which start-up the 

investor should invest in. When would be the ideal moment to start the funding process? 

What should the investors put down as investment capital? These issues have been researched 

for decades in an effort to streamline corporate financing and lower investment risk  (Zhong, 

H. et al., 2018). Finding a certain firm to invest in with the hope of making money in the 

following few years is one method of selecting a viable investment. Another method is to 

develop a process to identify the investment preferences of the VCs to recommend the best  



 

3 

 

 

 

 

 

 

investment, taking into account the start-ups' products, industry categories, acquisition 

records, location, etc. The primary objective of the investors is to maximize financial return 

through an Initial Public Offering (IPO) that results in the exit of portfolio firms (Zhong, H. 

et al., 2018).   

The decision of the venture capitalists could have some consequences affecting the 

entrepreneurs in the start-up businesses. Miloud, T. et al.(2012) demonstrated the importance 

of the investor's decision-making. The entrepreneur, the business concept, its long-term 

benefits, and its growth potential should be the main points of attention. What is the potential 

degree of disappointment that venture capital investors could feel, one might ask? 

Overconfidence in financial decisions has clear repercussions. For instance, Graves, S. t al. 

(2018)  found that overconfident traders suffer losses because their portfolios are under-

diversified. They also found that it could lead to distortions in investment policies and 

decisions. Returning to the VCs, the study indicated that overconfidence is typically a factor 

in their investment decisions, which has a detrimental impact on the decisions' accuracy. 

Furthermore, overconfidence in an investment's performance could lead to disappointment. 

While the VCs' estimations of accuracy and confidence were reasonable and plausible, they 

were entirely subjective. On the other hand, disappointment is described as a discrepancy 

between the anticipated gain and the actual gain on a particular transaction; in this case, the 

anticipated gain serves as a benchmark against which the actual result is measured. That may 

also imply that there is a discrepancy between the payoff of the anticipated outcome and the 

payoff of the actual outcome (Graves, S. t al, 2018). 

However, Isin Guler (2007) demonstrated that the fund decision-makers are competent and 

experienced, and it is normal to face real investment problem routinely. Additionally, since 

each investment involves  a major financial commitment and its results determine the venture 

capitalists' return, they have the incentive to make the greatest possible investment. However, 

some decision errors may continue to occur as a result of possible causes like political and 

institutional factors that interact with individual decision errors and produce adverse results.  

The escalation of commitment in sequential investments or incremental resource 

commitments over a project is one decision bias that has attracted a lot of attention from 

decision-making academics. By giving them the choice to either continue with the project or 

end it at some point, it gives investors more freedom than one-time investments. (Isin Guler, 

2007). Ecer & Khalid (2013) explained the different funding stages. The difficulties that 

investors may have while making a decision are key aspects that can be expanded upon; a 

certain degree of acknowledged materiality may have an impact on investors' decision-

making. (Christensen, B.,2020).   

In order to assist venture capitalists in determining which group of entrepreneurial businesses 

to invest in, allowing them to meet their investment preferences, and generate the highest 

return by taking the lowest risks, Zhong, H. et al., 2018 adopt recommendation techniques 

that can collectively model the VCs'. Investment preferences are crucial in financing markets  
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because t they are the way to monitor the investor's portfolio after the investment. Some 

investors might favor internet-connected businesses, while others would favor biotech start-

ups. Though some investors place greater importance on the company's crucial technological 

talents, others pay more attention to its managerial competencies. Therefore, understanding 

the preferences of the venture investors is the key to recommending the investment candidate 

(Zhong, H. et al., 2018). In alignment with this research, Sathaworawong, et al., (2019) 

highlighted seven key success factors affecting the chance of obtaining funding in the  early-

stage round. These include education (master's degree), management experience, location, 

firm age, investor location, market response, and IT infrastructure industry. However, 

previous investment performance in the seed stage provides each VC with the most qualified 

investing candidates. Comparing five additional factors that should assist an investor in 

making a financing and investment decision. These include, in particular, specific industries 

and networks. The study highlighted that investors are more willing to invest in countries 

with high populations and, consequently, a large market size. In another study, 

Thanapongporn, A., and al. (2021) find that VCs are more likely to invest in growing start-

ups. In addition, they provide financing and apply a critical investment strategy that offers 

sound advice on managing finances, entering markets, and building a customer base for 

selected start-ups. 

In alignment with these findings, Afful-Dadzie et al (2016) proposed a multi-criteria 

decision-making method for the selection of early-stage high-potential start-up businesses in 

a government venture capital scheme by increasing fairness and transparency in the selection 

process. 

As a venture capitalist, the valuation of the start-up is vital because what determines the 

portion of the shares they earn in return for the investment is the start-up's value. It guides the 

investor to know the overall profitability of his fund. Miloud, T. et al. (2012) demonstrated 

that the valuation helped structure and assure fair treatment, and control the sources of 

potential conflict between the entrepreneur and the investor. The most important reason is 

that it aligns with the ambitions of the entrepreneur and investor.  

The investment follows a well-defined process; it starts with the deal origination and ends at 

the exit of the investment. Establishing the price of venture capital is at the heart of any 

negotiation between the investors and the entrepreneur. The economic value of any 

investment is the present value of its future cash flows. This definition of economic value 

presents a challenge to financial valuation methods when it is applied to evaluate the new 

venture (Miloud, T. et al., 2012). 

The vast array of valuations computed perplexes both entrepreneurs and venture capitalists. 

As a result, venture capitalists' valuation of start-ups remains a guess and an alchemy  

(Miloud, T. et al., 2012). Maric, B. et al., (2016) have discussed several categorized methods 

and techniques that can be divided into five basic types: net present value methods, ratio 

methods, rate of return methods, payback methods, and accounting methods. Discounted cash  
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flow (DCF) is the central feature of any investment analysis, since it takes into consideration 

the time value of money that is regarded as theoretically correct. Also, it includes at least four 

different discounting methods: the internal rate of return (IRR), the modified internal rate of 

return (MIRR), the net present value (NPV), and the profitability index (PI). 

 

3. Research Methodology 

 

To explore the experiences of funders investing in early-stage innovative businesses in the 

UAE, the research adopted a qualitative approach, using in-depth conversational interviews 

as the primary data capture source. Following the protocols for qualitative interviewing 

prescribed in Stake (2010),  interviews were semi-structured and based on a broad interview 

guide that referred to the decision-making strategies of investors for innovative startups as 

prompted by the extant literature. Semi-structured interviews permit participants to talk about 

their experiences, allowing themes not pre-anticipated to emerge (Bertaux, 1981), and 

amplifying the findings (Windler, et al., 2017). 

A database of funders providing financing to early-stage businesses operating in the UAE had 

been created. Several sources were considered for identifying funders for this study, 

including the crunch database, the Basher platform, the Emirates Angels Investors 

Association, and internet research. Forty-one (41) funders had been identified. All of them 

provided financing to entrepreneurial startups at an early stage. Only 12 of the 41 investors 

contacted agreed to participate in this study: six private angel investors (AI), four public investors (PI), 

and two venture capitalists (VC). All participants spoke entirely candidly, providing rich data. All 

interviews conducted by the researchers were recorded and transcribed verbatim.  All 

participants have prior experience investing in start-up businesses. Investors were asked to 

provide specific examples of the investments they had made, the risks they had taken, and the 

difficulties they had encountered. They were also asked to provide background information, 

such as how they first became involved in angel investing, how they decided which 

investments to make, and suggestions for how their industry could be improved. The semi-

structured interviews lasted from 40 minutes to  an hour and were tape-recorded and 

transcribed.   

The present study's analysis followed protocols suggested by Miles & Huberman (1994). 

Each interview transcript was reviewed by each of the researchers independently. Themes 

were identified by all and collated into separate documents. Simultaneously, the researchers 

discussed their interpretations of the data, and a consensus was achieved via this consultative 

process. Further, the interviews were analyzed using NVivo software to explore the 

connections in the narrative data collected. 

Other sources of data, such as due diligence documents, were used to extend and verify 

insights. Notes were taken during each interview and subsequently analyzed and stored. 
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4. Results 

We use prior research studies as an integrated lens to ground our empirical results and 

highlight challenges and decision-making obstacles that funders in the UAE face while 

investing in innovative startup businesses. This study's findings result from interview 

responses from 12 participants representing public and private funders in the UAE. Contrary 

to reports from other investment regions, investors in the UAE rely on a combination of 

expertise-based intuition, founders' commitment, government strategy in supporting specific 

sectors, and formal analysis, with intuition and founders' commitment surpass analysis. The 

findings emphasized the role of entrepreneurs' assessments in accurately predicting profitable 

startups. The UAE government has continued to work on establishing the entrepreneurship 

ecosystem (Hubs, incubators, and programs supporting entrepreneurship). However, there is 

still a gap regarding the financial industry investing in the early stage of business. Venture 

capitalists and angel investors are considered a recent financial industry with no 

specialization in specific verticals. The following quotations are illustrative: 

 "… the whole thing is new here, we have not reached the level of advancements or maturity 

in order for these incentives or programs to be. It is still in a very early stage. For example, 

if you talk about us, we are two years old. If you talk about other people the association 

may be one-year-old, you know when we looked into angel groups in other places in the 

world you will see that there are specific verticals for angel groups that they are for 

example specialized in health or specialized in certain fields. So, for us, I am sure that this 

will come..." (Interviewee S, AI). 

 

The government is one of the main drivers of funders' decisions on 

investment. Private and public funders take into account  the trends 

encouraged by the government and generally classified as priority sectors. 

Summary comments testify:"…as soon as the government focusses on one kind of 

sector then that is a push for me to go and invest in,…, the market drives the innovative 

activity, the more the government support the more the market will be innovative, … I don't 

think technology drives the market it is the market that drives the technology." (Interviewee 

A, AI).  

"…we have our own definition of what we call as innovative. We have even scoring on that. 

…. we see What's the opportunities in the market and we come up with certain business 

opportunities like profiles like ideas and we try to find entrepreneurs that will open that 

category basically…." (Interviewee MuB, Public).  

“… we are providing incentives to support the small and medium enterprises, but in the 

area of social, an example of social enterprise whose are providing service, switching into 

private schools or providing mental health services, providing services for …." (Interviewee 

F, Public). 

 

The government's strategies and initiatives  for supporting specific sectors act as signals that 

influence the investment decision-making of private funders. Signals are useful for informing 

the market by extending the notion of investors' assessments into a dynamic business  
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environment. In this context, private funders might use these signals for investment decisions. 

Ecer & Khalid (2013) presumed that VCs with extensive industry experience tend to boost 

their investments when the public markets' signs are favorable.  

 

Further, it is interesting to highlight that investors are not only looking to generate profit but 

are also seeking to make extraordinary returns on their investments. Such an exponential 

return can be achieved only through innovative, technology-based business practices. This is 

exemplified by: 

  

"What we look after are high growth technology companies, a reason they are risky is 

because the problem their solving is undefined,  the easy way we illustrate that is if you 

think Souq or amazon or noon the opportunity is massive like you are going to do the first 

operation like shipping e-commerce to the consumer, the perimeter of that problem is wide, 

and every time you try to solve a problem you find a solution you realize that the 

opportunity keeps getting larger and larger."…we are a technology-focused investor, 

everything that we do has to be in tech... We touch different sectors, but at the core, we 

prefer technology." (Interviewee M, VC) 

 

  "… we prefer to look into thing that has more technology or AI …" (Interviewee S, AI). 

    

In this study, all interviewees consider the founders' commitment an essential criterion for 

their investment decisions. This is in alignment with Townsend & Busenitz's (2015) findings, 

which demonstrated that the internal human capital factors of the entrepreneur or the 

entrepreneurial team could affect the assessment of the VC funding decision and the 

effectiveness of establishing a profitable business. Investors must understand the leader's 

ability to assemble the right team, motivate them, drive execution, and has the subsequent 

knowledge to drive the business to success (Kakarika, 2013). The following quotations are 

illustrative: 

 "….the most important thing for us in any business is the people who are running the show. 

…. is the criteria we are looking for.."… "…  a lot of due diligence you have to do, in order to 

make sure that everything is clean and clear. And the people who are working or running 

the company don't have any black records, etc. ..." (Interviewee S, AI). 

\ "... the main barrier from our side is the owner eligibility for the loan ...... second, the 

applicant or the owner involvement and commitment to the project and the third one is the 

sector or the market that is …" (Interviewee MuB, Public). 

"…I just invested now in ….I believe in the founder and in the backbone of the whole 

strategy that he has." (Interviewee A, AI). 

“… it goes and goes into what the founder can provide when we're investing. At the end of 

the day, we're investing into the person more than the idea itself because the idea can pivot 

can change based on, you know, the market itself. But we're looking at the founder himself. 

What is his strength as a person? How can he tackle challenges? Has he? Has he done it 

before? We call them second-time entrepreneurs... That's the main thing we look at as the 

founder himself.” (Interviewee MA, Public). 



 

8 

 

 

 

 

 

 

 

“And I think the biggest differentiator for that is the founder in the end of the day… Or are 

they willing to really put in their work into this company nurtured it, make it grow? So I 

think that's a big one. … and the team … plays a huge role in that as well”. (Interviewee T, 

VC).. 

Figure 1: Hierarchy chart of codes 

 
 

Funders' investment decisions are complex. While the commitment of the founder is essential 

in the decision-making process, several investors rely on a formal analysis that interacts in a 

dynamic environment integrating plenty of opportunities but with unknowable risks. Further, 

the investment decision process for several funders involves an investment committee with 

expert members. The below testimonies highlight that investment decision-making is a 

continuous process of revising and learning from their experience.  

"…we do we actually capture the data, and we always revise and learn from our decision-making. 

You need 10 years to see the outcome of the decision that had been made… my recommendation is 

to evaluate your decision making…" (Interviewee M, VC).  

"…. we have established a knowledge database of most of these sectors, and we know that the details 

and keys success rates for these sectors, and in fact, we did many markets research reports in more 

than 20 different sectors, …". (Interviewee MuB, Public) 

 

In sum, our empirically grounded investigation of how early-stage investors dynamically 

come to decisions based on their intuition, and entrepreneurs' commitment further to 

government priority sector drivers, with their formal analysis of the business, including the 

business idea and related innovation, market opportunity, problem-solving solution, financial 

risk safety, expected return vs. risk,  the due diligence, management team, startup education 

and experience matching investor strategy, technology solutions, trust building, investor 

involvement, industry, and market dynamics. Further, several interviewees report that any 

new investment needs to fit their portfolio. 

Startup sourcing is another challenge that funders in the UAE face. Several interviewees 

reported that there is a need for more incubators. Summary comments testify: 
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"…, we have collaboration with most of the universities in UAE. With HUB 71, a network with hubs in 

universities abroad like Oxford and other universities in Germany, etc. so we try to keep ourselves 

connected with our strategic partners in order to find out the best out of the best from the 

companies." (Interviewee S, AI). 

"…We work with NYU AD closely, We collaborate with Shera in Saudi Arabia, with Monshaat. again, 

we are part of the eco-system we must be present the founder needs to know about us. Like deal 

sourcing, and finding the most amazing opportunity. (Interviewee M, VC) 

"… We have collaboration with Khalifa University Innovation Center,… Abu Dhabi University…. "….: 

Also with NYU, StartAd. We also have with  Sheraa in Sharjah. And also, Ruwad. we have also other 

funding agencies,  HUB71 and also, we have collaboration with Dubai SMEs. Across the Emirates We 

have collaborations with different stakeholders and universities in general, so we do work with 

them, but …... and also, with the DED we have with the TakamuL It's an initiative for funding for 

patent ideas basically …. after those projects become into the point of being commercialized. Then 

we'd come in and finance, ….OK, what we do is we collaborate with those initial incubators, That's 

how we support those research and incubators. plus we provide them with training support…". 

(Interviewee MuB, Public) 

"….all of them, startAd, HUB71, IN5, CATALYSTS IN, Masdar. Most of them. But research institute. I 

don't."… "… Second, I don't see any incubator here any mentoring other than …." (Interviewee A, AI) 

Participants report that they support their investment portfolio of investee companies; through 

monitoring, training, workshops, business plan support, and business acceleration program, 

some customized to maximize success rate. Further, they help in marketing,  supplier 

selection, and connections, which leads to sustainability. Consistent with Ecer & Khalid 

(2013), they found that VCs assisted startups' expansion with hands-on involvement in 

marketing, management, and planning activities. 

"…..we do it based on individually….so it is custom made …Because every company requirements 

are different. So, it is not just one program, … we design the program or the acceleration program. 

Based on their requirement and what they need. Because every company its requirements are 

different. So, it is not just one program, as I said our model is a little bit different, so we become a 

partner with the company and then take it further...". (Interviewee S, AI) 

"….we should do a close monitoring for their business and try to help and support them to solve 

the issues that they are facing and keep them sustainable…" (Interviewee MuB, Public) 

"… Help the startup rather than investing … they need your help and not only your investment, 

put everything you have like supplier and connections, etc.". (Interviewee A, AI) 

Further to the above-highlighted support, supplementary loans can be provided. 

"…We have something called loan top-up and we can increase their loan if the business needs 

that or we can guarantee them for the banks so banks can give them more funding. …And if the 

projects are settled a loan, they can also get a new loan which is ZEYADA you can get more loan if 

they have more projects or they want to expand…" (Interviewee MuB, Public). 

 

Furthermore, just a few participants recognized the potential for expanding the business to 

other continents. These factors influence their investment decisions. They discussed the 

business execution path and the transferability of the product or service. This transferability is 

to assess whether the product is highly customized for a unique client or country base or if it  



 

10 

 

 

 

 

 

 

is transferable and scalable to a general population of clients and/or countries, allowing them 

to expand the business locally and internationally. Participants highlighted  two main factors 

allowing them to expand internationally: markets where the same product or service can be 

adopted, and the population. Therefore, strategic techniques for assessing and recognizing the 

potential future market, coupled with the ability to maximize profits, become a driver for a 

successful business. 

" .. I would say probably a third of the portfolio is in UAE. Probably two-thirds of the portfolio in 

ADGM. ADGM is Emerging to be a place where a lot of companies to ------ and from geographical 

focus area, we have the UAE market to start with, we have Saudi Arabia, EGYPT as well as Pakistan. 

And between the four of them, we create massive businesses or outcomes. In terms of venture 

startups. We have done stuff in Bangladesh, Jordan, and Kenya. We have an office in Riyadh, office in 

Cairo, Bahrain, in Pakistan we are building the office right now as we speak. (Interviewee M, VC) 

"… the reason why Egypt and Pakistan the whole market is Pakistan is 200 million, Egypt 100 

million for population, both of them are young generation, similar technology adoption. both are 

using android. So, if you sold for one you can ship the product for the other market. Both have 

engineering talents. UAE and Saudi Arabia if you sold a product in one you can sell in the other. And 

we use UAE for the sandbox, as UAE is a small market. There is a specific market, …huge market, for 

example, property tech market…" (Interviewee M, VC) 

Founders and management teams' commitment is considered as a major risk that all 

interviewees raised, this is exemplified by: 

"….all you have to know is the people behind it, the founders. Let's say the management teams who 

are working in the startup… There are risks that you have to consider…." (Interviewee S, AI) 

"…Generally their forecast is exaggerated, and they are not realistic. once they enter the market, 

they realize how the market is very competitive, and to sustain it will need for them a lot of effort, a 

lot of commitment, and most of them they lack commitment. The commitment is very important, so 

again, commitment, availability of cash...". (Interviewee MuB, Public) 

“There's a couple of factors that should be there for startups. One is policies and regulations. 

They should understand what the policies and regulations are. availability of people who run the 

business, the funding, which is very critical in this part of the world and it's not easy to find funding 

for such a project. That's why I see most of startups and they look for seed funding pre-seed funding. 

Third is markets or the products that have markets should make sure that there is a proper market 

for them. So having some of the agreement through finding some people who would buy this 

product, ect, and the infrastructure for business to do to have the proper infrastructure, the facility 

that you are going to do, the connectivity, the internet, all of these products. All these factors to be 

taken into consideration. …..(Interviewee MH, Public) 

Further, market risk such as competition vs. imitation risk is highlighted by participants. 

"…there is a trend here in UAE once any startup opens a thing a lot of followers follow him. They 

follow him to do the same copy-paste… beside their competitors…" (Interviewee MuB, Public) 

To overcome such risks, investors keep changing their strategies and realigning their goals 

and vision.  

"…. Sometimes you have to change strategies…. But you have to be flexible. And you have to keep 

changing the strategies and do realigning your strategy to whatever serves the purpose… when you 

become a partner with the companies there is, of course, a vision in our mind to take this company 

to. … Maybe you will not find a response from the people with the plan you had put. So, you have to  
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be flexible and changing, realigning your goal and vision as you go. So, flexibility is very 

important in business." (Interviewee S, AI) 

Figure 1 indicates that several other challenges had been highlighted by interviews, that 

include, but not limited to, government regulation, bureaucracy and the gap between policy 

aspirations and implementation, time to find the right startup/company, cash to sustain the 

business, and the lack of availability of capital. Summary statements testify: 

"….when they put policies, some time certain regulation could force the applicant either to add 

more capital injection and they don't have the liquidity to do so in order to fix the update and to 

accommodate to the new regulation…"  (Interviewee MuB, Public) 

"…We learn that in our emerging market it is really difficult to deal with government bodies, so I 

rather focus on software than things that are materials and touch the ground because there is a lot 

of friction that happens, there are so many uncertainties …" (Interviewee MA, Public) 

".. we have to spend a lot of time in finding or let's say connecting the type of the company and 

the investor who agrees with this idea or business because every investor has a passion and has an 

interest. So, if you take the wrong company to the person who is not interested in this type of 

business. It is not that this business is bad, but the investor has a different interest.so we have to be 

very careful to take the company to an investor." (Interviewee S, AI) 

"…Second obstacle that we've faced is they don't have proper cash to maintain and sustain their 

business, so they came up. They came back to ask for more money or ask in order to overcome this 

issue. …no availability of cash or banking not lending startups (Interviewee MuB, Public) 

T"…in UAE have a massive opportunity because of who we are, and the country and the 

diversity, and the talents, etc. but we are missing capital. Venture capital that invests in the country 

is very little, most capital is not coming from the government and government banks. And the 

government has the ability to strengthen the local players…" (Interviewee M, VC). 

The financing constraint highlighted is in line with the previous studies (Sherif et al., 2019; 

Zarrouk et al., 2020 a & b) that found clear evidence that entrepreneurial orientation and 

business performance are negatively impacted by access to finance. 

Market data, product readiness, and market demand are additional challenges faced by 

participants. 

“I would have additional obstacles because of. I will need to talk about the market, the market’s 

data is the only obstacle we face. If we don’t have data there will be an illusion, the entrepreneur 

will price the investment for a specific amount with no specific real data of the current market 

volume for that investment”. . (Interviewee A, AI) 

 “If the readiness level is high and ready to enter the market, he has market sound, … customers 

tested and wanted… there is demand. This will be the priority, so we will go with this priority. The 

second one if the product is not yet ready and it is in the developing stage the risk of failure will be 

high. (Interviewee F, Public) 
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Conclusion 
Several research outcomes have been drawn. [1] The study highlighted the decision-making obstacles 

that funders may face while investing in early-stage businesses in UAE. [2] The interviewees were 

asked to provide realistic solutions that could be  implemented to ensure that their investment 

process ran smoothly and without hiccups. [3] Further, the risks the funder has while investing were 

examined; introducing these risks to other funders may change their investment perspectives and work 

on their risk management strategies to avoid such risks, leading to more successful investments. [4] The 

study highlighted the key factors that assist venture capitalists and funders in general in 

determining potential investment deals, making decisions on which is the perfect business to invest 

in, and finally, know what is best to do while investing in the business.The value of the research is in its 

evidence-based reporting on funding innovation in the non-western context of the UAE. The study thus 

contributes some knowledge about how funders are enacted in different geographic and demographic 

circumstances. The study also contributes to the development of entrepreneurship financing theory. 

Consequently, there are implications for those seeking to encourage and support innovative businesses, 

particularly to make the UAE one of the world's top innovative countries.   

 

In terms of directions for future research, more studies of high-potential start-up business selection 

differentiating government from private venture capital would be revealing. Further, there is a clear need 

to develop methodologies to investigate how early-stage investors attempt to manage the unknowable, 

and how the varied factors are integrated and weighted. Therefore, we report this for further research to 

address these questions  and study how and why early-stage investors build dynamic interactions for 

their decision-making in developing and emerging economies. 
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