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Executive summary

1.

The Danish Cleantech sector
has a net positive impact on
economic growth, with exports
totalling 81 billion DKK and a
higher aggregate productivity
rate than the economy’s
baseline, with 18,000 DKK more
in added value per worker per
year (2018 data).

Figure 6. Total exports of environ-
mental products and services

Cleantech is a diverse sector that includes manu-
facturing, construction, energy, agriculture, water
supply and knowledge-based services contrib-

ute to a high export rate (6.7% of total exports),
job-creation and innovation. The global increase in
the demand for Cleantech, fostered by heightened
political attention on climate change, signals a high
chance for Denmark to maintain this positive trend.
Elements that point to thisinclude that investments
in clean energies have remained stable and resil-
ient (37% share of total global investments) despite
the economic downturn caused by the COVID-19
pandemic.

Figure 9.
Productivity (2018)

Calculations: TechBBQ ' Data source: Statistics Denmark.
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Continued development of
Cleantech is dependent on
significantly increasing risk-
willing capital, such as venture
capital, and public support
schemes which target early R&D
processes and technological
development.

The currently low degree of venture capital
investments in Cleantech, combined with decreas-
ing public funding, an incoherent technological
pipeline, and a lacking overview of the Cleantech
startup ecosystem all play a significant partin neg-
atively impacting the potential for reaping Clean-
tech’s economic benefits. Some of these challenges
have less to do with the actual financial potential
of Cleantech, and more with a lack of investment
coherence between the Cleantech model and the
traditional venture capital investment strategy,
information lags, and an opaque overview of new
and existing Cleantech startups.

Figure 11. Distribution of venture capitalinvestments in Denmark
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Figure 16. Public investments in energy technologies

Adapted from Monitor Deloitte (2017); WWF (2017) & Energiforskning.dk.

amounts invested
million DKK

1000

750

500

250

2010 20m 2012 2013 2014

2015 2016 2017 2018 2019



3.

Danish Cleantech startups target
multiple and intersecting SDGs
and showcase a higher degree
of professionalism in relation to
sustainability than traditional
and non-Cleantech startups. Yet
many are stillin the seed stage
of their growth journey.

Our initial mapping of the Danish Cleantech startup
ecosystem found that the most relevant Sustainable
Development Goal (SDG) for startups is Respon-
sible Consumption and Production (SDG 12), with
Climate Action (SDG 13) being the most prevalent
secondary SDG target. Most Cleantech startups
also seem to exhibit a core-orientated approach

to impact creation (70%), whereas non-Cleantech
impact startups primarily have a side-orientated
impact approach (74%). Cleantech startups have
atendency to embrace a manufacturing orientated
business model (52%), followed by Saa$ (27%), a
finding that fits well with existing data. Our analy-
sis also supports the finding that there is currently
a lack of Cleantech focused investments. Most
Cleantech startups still require early and risk-will-
ing capital (59% in seed stage); as such, this finding
indicates challenges to the continuous growth and
support of necessary technological innovations.

Figure 18. Startup ecosystem - impact vs. non-impact

Totalimpact startups
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B Cleantech focused
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Calculations: TechBBQ * Data source:
TechBBQ Startup Database Project.
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Figure 20. Cleantech startups: main/secondary focus
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Introduction

2015 was a turning pointin the pursuit of sustain-
ability . With the unanimous adoption of the UN
Sustainable Development Goals (SDGs), sustain-
able development took center stage on the global
political scene. It cemented the urgency of taking
swift and immediate action towards ensuring a
brighter future for all life on Earth..

Today, it is abundantly clear that climate change —
rapid change of ecosystems and rampant environ-
mental degradation —are facts and consequences
of modern life. For far too long, we have under-pri-
oritised or ignored fixing the cracks and mitigating
the negative environmental impacts driven by
industrial production and the over-consumption of
increasingly scarce natural resources.

However, times are changing. We are now learning
that sustainable development is not only a social
necessity, but an incredible economic opportunity.
New business models and organisational struc-
tures, such as impact startups, and investment
strategies that place sustainability at the center are
quickly emerging. These trends are no different

for the tech ecosystem, which for the past decade
has witnessed technological innovations within
the field of clean energy and water technologies,
resource optimisation, waste management and
circular economy. Such trends, normatively known
as Cleantech," hold promise for mitigating negative
environmental impacts while promoting sensible
and balanced economic development.

This report seeks to investigate how such economic
benefits can be harnessed, by understanding the
larger context that the Cleantech sector current-

ly plays in the Danish economy. We will explore

the challenges the sector faces, as well as how

the greater startup ecosystem is interwoven in
these considerations and developments. TechBBQ
actively works towards fostering support for the

Sustainable

development
is not only a social
necessity, but an
incredible economic
opportunity.

Nordic startup ecosystem; uncovering the power,
composition and sustainability considerations of
Cleantech startups is one way we aim to contribute
to the sustainability agenda.

By providing industry insights into the fabric of
Cleantech as a whole, we seek to clarify and elevate
the discussion regarding the potential that this sec-
tor holds for continued economic development. Sec-
ondly, we seek to frame the potential for Cleantech
in a larger context by investigating the challenges

! Cleantech and Greentech tend to refer to the same industries, and in many cases they are used interchangeably. For this report we use
the phrasing Cleantech, as it refers more clearly to technological improvements and effects for a clean future. That is, "clean" more
clearly signals environmental impacts, such as 'clean water, clean air' whereas green is, in our opinion, more vague and lacks conceptual

clarity, along with being prone to so-called "greenwashing".

that currently exist and inhibit progress. Here, we
examine data on investments made in Cleantech as
well as questioning whether the traditional invest-
ment paradigm is an adequate fit for organisations
that seek to create hybrid and sustainable value.
Lastly, the report provides a refined look at the intri-
cacies and characteristics of Cleantech startups. Our
intention herein is to create transparency and sup-
port Cleantech startups to reach their full potential.

Methodological considerations

Data for this first part of the analysis has been
collected through Statistics Denmark’s? datasets
on national accounts and government finances and
environmental-economic accounts. Analyses are
therefore dependent on the available data.

Data for the last part of the report is provided by our
'Startup Database' project, which is being devel-
oped by TechBBQ with support from the Danish
Board of Business Development. The Database
projectis focused on establishing a database of the
Danish startup ecosystem through sourcing publicly
available data. As thisis TechBBQ's first mapping

of its kind, our methodological approachis stillin

its infancy. We've approached data with a critical
mind-set and as such are aware that information

in relation to the characteristics of startups quickly
shifts, entailing that not all data-points used for this
mapping process might be a hundred percent accu-
rate. Moreover, our encapsulation of data takes all
currently existing startups and scaleups into consid-

A\/‘ <50 _

eration, regardless how long they have existed. For
some, this might signal methodological inadequa-
cy, inrelation to their conceptualisation of what a
startup is. Lastly, our mapping allows us to evaluate
the current state, focal point and composition of
the Cleantech startup sector. However, it does not
say anything specific about the potential nor actual
impact that Cleantech startups create. From this

we infer that the sector has a high possibility for the
potential creation of environmental impacts.

Who would benefit from reading this report?

We envision that this report will be beneficial for
stakeholders that workin the investment land-
scape, such as business angels and otherinvestors
who are potentially interested in Cleantech. More-
over, the insights herein could also prove useful for
NGOs and non-profit organisations that work with
promoting, developing and supporting Cleantech
ventures. Lastly, government bodies that work with
promoting businesses, providing financial aid, and
supporting development and implementation of

business policy will also find the results interesting.

2 Statistics Denmark is the main institution responsible for creating statistics on the Danish society, for example employment statistics,

trade balance and demographics - Statistics Denmark (2020).
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Cleantech is understood

as an umbrella term
that accounts for intersecting
approaches and technologies
that work together to support
and promote sustainable
development

Whatis Cleantech?

Cleantech refers to a conglomeration of industries,
sectors, verticals and companies/organisations that
strategically focus on developing and producing
goods and services that significantly reduce neg-
ative environmental impacts (Jensen et. al. 2020).
This is achieved through different technological
processes and procedures that focus on either
protecting the environment or minimising the usage
of scarce resources, such as materials and energy
(IDA2018). Some of the areas where said techno-
logical processes are constituted e.g. include the
promotion and development of energy efficiency
technologies, circular production processes,® and
reusable products. The Cleantech umbrella also
covers the adoption and implementation of renew-
able energy sources such as wind and solar power,
bioenergy and smart grid systems, often taking a
particular focus on systems integrationand supply
chains (Cleantech Cluster 2019).

For obvious reasons, this broad conceptualisation
makes Cleantech extremely difficult to pin down to
one singular entity. Cleantech should therefore be
understood as an umbrella term that accounts for
multiple intersecting approaches and technologies
that work together to support and promote sus-
tainable development, with emphasis on reducing
negative environmental impacts. However, this
broad conceptualisation still poses some challeng-
es in terms of compartmentalising and promoting
Cleantech as a whole.

Industries that play a
major role in Cleantech®

¢ Information and communi-
cation technologies (ICT)

* Machinery, manufacturing
and chemicals

* Transportation and logistics
e Agriculture and food
* Energy and power

Without a clear idea of what Cleantech actually is,

it can be difficult to direct financial and research
resources to the right areas, as well as hindering
the development of policies conducive to the sector.
Moreover, a lack of clarity can inhibit effective
communication and knowledge transfer, simply
because a difference in understanding and asso-
ciations with Cleantech will vary across different
actors (Onen 2016). Creating a clearer conceptu-
alisation of what Cleantech is—and is not —could
therefore increase a targeted focus on supporting
theright technologies and promoting the necessary
industries and sectors.

3 Aregenerative model for production, which seeks to optimise resource usage and minimise waste creation by extending the life cycle of

their products or use 'wasted' resources as production inputs.

“ Refers to the process of combining and planning the operation and delivery of energy across multiple energy sources and geographical
positions. The goalis to create and deliver reliable and effective energy services with minimal to non negative environmental impacts.

5 Defined by Cleantech Group.
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The formation of Danish Cleantech

In Denmark, Cleantech did not become a strategic
and professional cluster before the 1990's (Ministry
of Climate and Energy 2016). The process started
through multiple cross-sector partnerships that
combined efforts across entrepreneurial, industrial
and educationalinstitutions, leading to the for-
mation of regional cluster organisations through-
out the country. While Cleantech was becoming
professionalised, it was rather fragmented in its
early stages. Cleantech Cluster was formalised in
2014, and strategic development across all regions
became consolidated under the leadership of this
one organisation (Cleantech Cluster 2019).

Throughout 2016 and continuing through the
present, Cleantech Cluster has been one of the
key organisations supporting the development
of Cleantech ventures and technologies, and has
worked towards supporting business promotion,
innovation, job creation and internationalisation.

Today, Cleantech is heavily focused on so-called
"Triple-Helix" partnerships, which involve collabo-

, Today, Cleantech is

heavily focused on
so-called "Triple-Helix"
partnerships across higher
educational institutions,
private organisations and
public institutions

ration across research and higher educational insti-
tutions, private organisations and public institutions
(Razak & White 2015). This specific combination of
forces has been said to increase the transferability
of technological capabilities and knowledge across
sectors. This is primarily possible thanks to the
Helix model's blurring of the traditional boundaries
between each sector. Forinstance, Triple Helix
approaches have greatly increased the role of uni-
versities and research laboratories in commercial
activities, while businesses engage more with the
academic research and development processes.

Along the way, several other activities have also
been established that contribute to strengthening
the collaborative efforts between important actors
within Cleantech. On a national level, these include
conferences, networking activities, fundraising,
establishing and managing partnerships, as well as
supporting both startups and more mature ventures
with business development and export strategies
(Cleantech Cluster 2019, State of Green 2020).

Danish positions of strength
within Cleantech

With the increased focus on promoting Cleantech be found in two main areas: 1) Energy technologies
as awhole, two main features appear to be the eco- and 2) Environmental technologies, the specifics of
nomic driving force for Danish Cleantech. Several which are outlined in more detail in Figure 2.

reports® highlight that our position of strengthis to

Figure 2. Danish Cleantech positions of strength
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Mitigating land
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Cleantech Cluster - Clean 2019 & Monitor Deloitte (2017).

¢ IDA (2018); Monitor Deloitte (2017); Ministry of Climate and Energy (2016).
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Figure 3. Cleantech total revenue (2018)
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What constitutes our 'positions of strength’?

As Cleantech is cross-disciplinary and cross-sec-
toralin nature, identifying specific positions of
strength can be a difficult endeavour. The above
mentioned areas have, according to Cleantech
Cluster, been identified through a sample of sev-
eral macro-economic indicators that are deemed
important for socio-economic development. These
include, but are not limited to, data regarding job
creation, total revenue, growth and productivity
rates, exports and contribution to GDP.

By looking at Cleantech’s total revenue for 2018, as
an example, it becomes clear that the largest area
of economic activity lies within the field of resource
management, with a total of 164 billion DKK. In
contrast, endeavours that target environmental
protection only account for 64 billion DKK (see
figure 3).

Manufacturing is by far the single largest con-
tributor to economic activity across Cleantech as

, Witha r‘eyen‘ue;-“ ’
¥ of 130 Billion DKK,
manufacturing is the

largest economic contri-
butor across Cleantech

Figure 4. Cleantech total revenue distribution (2018)
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a whole with an total revenue of 130 billion DKK.
Next follows water supply, sewerage, and waste
management with 27 billion DKK; construction
with 24 billion DKK; and electricity, gas, steam, and
air conditioning supply with 21 billion DKK. At the
bottom we find knowledge-based services with 17
billion DKK, and agriculture, forestry and fishing
with 5 billion DKK.

However, if we instead look at the proportional size
of each industry across both Cleantech fields the
pictureis a bit different. As illustrated in Figure 4,
manufacturing is still the predominant contributor
within the field of resource management, whereas
the distribution seems more balanced and diverse
within the field of environmental protection.

The largest contributor for the latter is water
supply, sewerage and waste management (39%).
Asignificant difference from the industry's con-
tribution within Resource management (2%). The

Data source: Statistics Denmark.

only industry that appears to have a comparable
and somewhat balanced contribution across both
Cleantech fields is knowledge-based services, with
a differentiation of 5% between environmental pro-
tection (11%) and resource management (6%).

Even though resource management as a field
accounts for the largest total revenue, mostly
associated with manufacturing ventures, it is prone
to higher risks and negative impacts due to the lack
of diversification. On the other hand, the field of en-
vironmental protection appears more resilient and
would adapt better to potential negative develop-
ments in the future.

In the next segment, we will delve into some par-
ticular aspects of the Cleantech sector and their
impact on Danish economic development. Some of
the factors that we will look into include Cleantech
exports, GDP, employment and productivity data, as
well as value added.



The economic performance

of Cleantech

As Denmark is an open economy, its economic
growth is highly dependent on external develop-
ments in the global market and their effects on the
ability of Danish companies to engage in interna-
tionaltrade of goods and services. As such, export
data serves as a good indicator for diagnosing

the development of Danish businesses and their
ability to contribute to prosperity through trade

GDP and exports

As shown in Figure 5, Denmark’s GDP and total
exports have been steadily increasing since 2015,
indicating strong economic performance. In 2019,
Denmark's GDP totaled 2.15 trillion DKK, whereas
total exports accounted for 1.27 trillion DKK. With a
total share of 59% of GDP, exports play a significant
role in maintaining and developing economic ac-

Figure 5. Inflation corrected prices

in Denmark

and employment. For this reason, itis interesting
to look at the total share of exports in relation to
GDP, and secondly to investigate the proportional
size of Cleantech in relation to those total exports.
By understanding these data, it becomes easier
to understand the propensity and importance of
Cleantech as an economic driver.

tivity through trade and employment, highlighting
that Denmark’s growth in the global economy is de-
pendent on external factors. A continued strategic
focus on supporting the internationalisation of Dan-
ish business therefore seems to have significant
empirical backing.
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Figure 6. Total exports of environ-
mental products and services

Figure 7. Sectoral breakdown of
Cleantech orientated exports (2018)

Calculations: TechBBQ ‘- Data source: Statistics Denmark.

Calculations: TechBBQ - Data source: Statistics Denmark.
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Figure 6 showcases that exports within environ-
mental products and services have steadily been
increasing since 2015, although this trend has leve-
led off slightly between 2017 and 2018. Danish ex-
port-focused Cleantech ventures therefore appear
to have managed to follow suit with the general
trend of exportincreases, and as such contribut-

ed toincreased prosperity and economic activity.
However, there is stillroom for improvement, as the
increase in growth rate from 2017-2018 was lower
(0.3% increase) than the average for the rest of the
Danish export market (5% increase).’

Denmark's total export market is worth 1.27 trillion
DKK, close to 7% of which can be directly attributed
to Cleantech ventures, with an estimated value of
81.3 billion DKK. On a sectoral level, most of that
81.3 billion DKK can be attributed to industrial man-
ufacturing ventures that make up 69.3 billion DKKin

exports (Figure 7). This is equivalent to 85% of total
Cleantech orientated exports, making manufac-
turing one of the most important industries in the
Danish Cleantech market.

The second and third largest export areas are to be
found in knowledge-based services with a total of 5
billion DKK and water supply, sewerage and waste
management with a total of 4 billion DKK (Figure

7). This is rather interesting when considering that
knowledge-based services rank fifth on total revenue.

We can therefore conclude that a higher proportion
of total revenue for knowledge-based services
appears to be more export-oriented than other
Cleantech industries such as agriculture, forestry,
and fishing. Electricity, gas, steam and air condi-
tioning supply also lag behind knowledge-based
services in this area. From a policy perspective,

7 Calculations:TechBBQ. Data source: Statistics Denmark.

this could indicate that heightened focus should be
placed on further strengthening knowledge-based
services' role within export markets, as it would
require fewer resources to develop than other
Cleantech industries.

The sectoral breakdown therefore points to the
fact that even though manufacturing is Denmark’s

Cleantech: value added

This segment investigates the actual added value
of Cleantech for the economy. Examining exports
yields important information in relation to the value
of Cleantech; however, it does not quantify or take
into account the actual added value. Exports only
account for the amount of sold goods/services to
other countries, and not the expenses and costs
attributed with the production of said goods/servic-
es. Therefore, by subtracting expenses accrued in
relation to production, we arrive at a more realistic
and nuanced understanding of the actual addition
of value produced by Cleantech ventures.

Figure 8 illustrates the share of Cleantech jobs,
calculated as annual labour units, in relation to the
rest of the Danish economy.

With 74,886 annual labour units, Cleantech accounts
for 3.5% of the economy’s roughly 2 million annual
labour units. In 2018, the sector’s added value was
an estimated 64,8 billion DKK. This is the equivalent

Figure 8. Employment (2018)

largest export area in Cleantech, opportunities to
develop diversification should be taken, as these
could produce increased growth. In particular,
knowledge-based services could have positive
economic impactsin the future, as the development
of new technologies and the popularity of digitali-
sation continue to rise.

of 3.6% of the economy’s total added value of 1.8
trillion DKK. From this data, we can deduce that the
sector's productivity is higher than its proportional
share of the labour market, and therefore has a net
positive impact on economic development.

Figure 9 illustrates in more detail the specifics of
this impact by looking at the sector’s productivity
per annual labour unitand comparing it to the econ-
omy's baseline productivity per annual labour unit.

With an estimated added value of 865,000 DKK pr.
annual labour unit, Cleantech appears to be slightly
more productive than the economy’s baseline,
which accounts for 847.000 DKK pr. annual labour
unit. In other words, each worker employed in
Cleantech, on average, produces roughly 18,000
DKK more in value peryear than the aggregated
worker baseline. If the labour market had the equiv-
alent added value per worker as Cleantech, Danish
economy's value addition would be 2% higher.

Figure 9. Productivity (2018)

Calculations: TechBBQ - Data source: Statistics Denmark.
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Figure 10. Share of investments in clean and energy
efficient technologies in relation to global investments

Adapted from IEA (2020)
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Cleantech: a strong economic driver

By being a somewhat diversified, productive and
growing business sector as shown in the above
data, the Danish Cleantech sectoris evidently an
important economic driver within the realm of sus-
tainability, as it contributes to increased prosperity
while simultaneously promoting and securing envi-
ronmental action on a global scale. Moreover, there
are severalarguments and evidence for why Danish
leadership must be maintained, which are covered
in this part of the report.

On alargerscale, there is a strong case for contin-
uing to support the development of Danish Clean-
tech ventures, as the focus on climate change miti-
gation becomes a centerpoint of global policy with
increased demand for and investment in cleaner
technologies following suit. Recent data from the
International Energy Agency (IEA) shows that
investments in clean and energy efficient technolo-
gies accounted for 37% of total global investments
in 2020 (Figure 10), signalling that investments in
these areas have remained resilient, even during
the COVID-19 pandemic and its consequent eco-
nomic recession.

Such developments seem to be growing in pop-
ularity. Heightened global attention on climate
change and its negative impacts on social and
economic prosperity have led to efforts to enact

2020

new regulatory and policy frameworks. A signifi-
cant number of countries have already taken action
towards decoupling greenhouse gas emissions
from growth (OECD 2015) through public sector
planning, carbon-pricing and taxation, as well as
the development of new climate policies aimed at
implementing and mandating climate adaptive and
mitigative measures.

focus on climate

mitigation, resource
optimisation and demand
for cleaner technologies
are on therise

Several empirical studies indicate support for the
progression discussed above. The number and
degree of policies designed to regulate or mitigate
climate change, GHG emissions, and environmental
degradation have increased sharply in recent years.
Examples at the national and international levels
include a total of 1,600 successfully enforced policy
interventions (by 2015) (Mundaca et. al. 2019) and
the adaptation of the European New Green Deal,

which mandates climate neutrality for the EU by

2050 (Climate Action - European Commission 2020).

At the city level, The Global Covenant of Mayors for
Climate and Energy had by 2017 registered policy
commitments from 7,500 cities, governing a total
population of 681 million people (Mundaca et. al.
2019). Moreover, data reported to CDP-worldwide,
a non-profit that runs a global disclosure system
enabling cities, regions, companies and investors
to manage environmental impacts, highlighted
increases in implemented emission reduction
activities across various cities, with 60% of such
activities taking place in the realm of technology
and infrastructure investments (lbid).

Lastly, in 2019 we witnessed commitments, from
882 European companies that collectively emit
2.3GtCOze, towards low-carbon investments for an
estimated value of 923 billion DKKin the areas of
energy, transportation and materials/manufactur-
ing (CDP-worldwide 2020).

All of these examples highlight two important
developments. The firstis that focus on climate
mitigation, resource optimisation and demand for
cleanertechnologies are on the rise. The second is
that if the right policies and support mechanisms
are setin motion, there is a strong empirical case
for maintaining Danish leadership within Cleantech,
which by extension would contribute positively to
economic growth through increased trade, invest-
ment, and job creation in the years to come.

The challenge Danish Cleantech faces in the future
therefore appears not to be a sudden political
circumvention in relation to the importance of mit-
igating climate change and environmental degra-
dation, which would cause a decrease in demand
for cleaner technologies. Rather, the challenge lies
in not meeting the potential of Denmark’s already
leading role in Cleantech through a lack of invest-
ments, policies and strategic market incentives that
would otherwise ensure its competitive advantage.

Known policy
instruments for
supporting climate
change mitigation
and environmental
degradation

Mundaca et. al. (2019).

Economic

*Subsidies

* Public grants and loans

* Rebates

e Carbon taxand pricing
*Emission trading schemes
*Tradable green certificates

Information-based
e Campaigns

e Education

el abelling schemes

* Awareness raising

e Certifications

Regulatory

*Emission standards

e Performance and
industry standards

* Auditing

*Binding legislation

¢ Quotas

Voluntary

*Voluntary agreements
*Emission reduction targets
*Energy saving programmes
* Corporate governance

* Meeting sectoral targets
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Challenges
facing Cleantech

Current available data indicates that there are significant chal-
lenges inhibiting the full realisation of Danish Cleantech ventures.
These challengesinclude a lower degree of investments by Venture
capital foundations (VC's), declining public support schemes, and
a lack of a broader overview and understanding of new invest-
ments opportunities, such asimpact-orientated startups. The next
segment of the report will provide a brief look at some of the most
urgent challenges, namely:

Low degree of venture capital
investments in new/early-stage
Cleantech ventures

Venture capital investments
target late stages of pre-
commercialisation

Lack of conceptual clarity
within Cleantech
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Figure 11. Distribution of venture capitalinvestments in Denmark
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Low degree of venture capital
investments in Cleantech

Data on investments® made by Danish VC's high-
light that between 2016-2020, Cleantech-targeted
investments have accounted for only 21 out of the
276 totalinvestments that have been made. This

is equivalent to a 7% share of total investments,
which is significantly lower than Life Sciences with
a 18%, or ICT with a 62% share of total investments.

Figure 11 showcases the financial distribution of
venture investments across Cleantech, Life Science
and ICT for the past five years. It clearly shows that
the two most dominant investment areas are ICT
with an aggregate value of 6 billion DKK, and Life
Sciences, with an aggregate value of 3 billion DKK.

In both 'amounts invested' and 'times an investment
was made', new Cleantech ventures appearto be
less popular and therefore less targeted, which
signifies a potential risk to supporting the future
development of the Danish Cleantech sector. With-
out enough capitalinput, the development of new

2020 Calculations: TechBBQ
Data Source: DVCA 2020.

technological innovations will simply slow down,
leading to a potential decrease in aggregate pro-
ductivity, employment, and exports, thus negatively
impacting Denmark's competitive advantage.

However, it is important to take into account that
the Danish VC industry is smaller than both in the
U.K. and Sweden. In 2019, investments ranged
between 37-143 billion DKK for London, and 7-37
billion DKK for Stockholm (EY 2020), dwarfing
the Danish level of 4 billion DKK for the same year
(Veekstfonden 2020).

Asmaller VC market correlates with the level of
investment compartmentalisation, entailing that
the low level of investments within Cleantech are
not solely dependent on the interest from investors.
They also could be impacted by the size of the VC
industry itself. With the Danish VC industry growing
(Ibid), the propensity for ICT or Life Science in-
vestments might take a step back, as more indus-

8 Danish Venture Capital and Private Equity Association - There is discrepancy in the available data as A) Not all investments made are
publicly accessible, and B) The classification used for ICT sometimes covers investments made in Healthtech (which is a Life Science
industry) or environmental SaaS solutions (which is a Cleantech industry). ICT investments are therefore, to some extent, inflated.

Figure 12. Top European cities for venture capital investments

billion DKK

25 100

Data source: EY 2020.

try-specific VC's are formed, competition rises, and
screening processes become even more profes-
sionalised, leading to better decision-making.

Moreover, Life Sciences and ICT might have a high-
er probability of acquiring VC investments simply
because the ROl is higher for these industries,
than itis assumed it would be for new Cleantech

ventures. Research carried out by MIT seems to
support this hypothesis. In a study that specifically
targeted venture capital and Cleantech, research-
ers found that between 2006 and 2011, investors
accrued high costs and low returns in comparison
to otherindustries (Gaddy et. al. 2016).

27



28

SOLUTION

Growing focus on impact and
realigning investment purposes

A potential solution to combat this asymmetry
would be to acknowledge that the venture
capital business model is not the best fit for
Cleantech orientated investments, as risks,
rate of returns and temporal frames between

them are at odds with each other.

As such, this calls for a divergence in the
investment landscape, by e.g giving rise to
A) more ‘patient capital'and B) more in-
dustry-specificinvestors, i.e ‘smart capital’,

Figure 14. Impact investing spectrum

demarcated by the increased popularity of
impact investing, which by 2019 had an esti-
mated market worth of $2.1 trillion in the U.S.
alone (USSIF 2020). In other words, impact
investment yields financial and non-financial
value; as such, Cleantech ventures make good
impact investment cases, as they typically
produce environmental benefits as well as
financial gains. Figure 13 gives an overview of
the impact investing spectrum.

Traditional Responsible Sustainable Thematic Impact First .

Investing Impact Investing Impact Investing Impact Investing Investing Philanthropy
COMPETITIVE ESG RISK ESG MAXIMUM-IMPACT

RETURNS MANAGEMENT OPPORTUNITIES SOLUTIONS

Seeks financial Investments Sustainability Targeted themes Socialand Financial returns

returns of
Environmental,
Socialor
Governance
(ESG) factors

are screened
out based on
ESG risk

NEGATIVE
SCREENS
Tobacco
Alcohol
Weapons
Gambling
Pornography
Nuclear Energy

factors and
financial
returns drive
investment
selection

FACTORS
CONSIDERED
Carbon fooprint
Resource use
Waste reduction
Compensation
Product safety
Gender equality

and financial
returns drive
investment
selection

SOLUTIONS

FOR

Climate change
Polpulation growth
Ubanization

Water scarcity
Food systems

environmental
considerations
take precedence
over financial
returns

SUPPORT
FOR

disregarded in
favour of social
and environmen-
tal solutions

Innovation and Risk Taking
Proof of Concept/Pilots
Enabling Environments
Commercial Capital Leverage

Adapted from Pierce (2020).

Figure 14. Investment ecosystem

Seed Young

Growing Mature

Stock Market
Institutional investors
Profit retention

Private equity

Venture capital

Banks

Corporates
Angelinvestors
General public
Government

Own Capital

Adapted from Bocken (2015). The stages visualised in this model refer to specific research. However, they can be vaguely associated with
the traditional, PreSeed and Seed (Seed), Series-A,B,C (Young & Growing) and IPO (Mature).

Venture capital investments target
late stages of pre-commercialisation

Aseparate, yet related problem to the previously
mentioned challenge is that most VC investors,
besides having a short timespan and high require-
ments for returns, primarily operate in the young
and growing stages. These lie typically after the
R&D and prototyping phases (Monitor Deloitte
2017), which indicates that VC's tend to invest in the
late stages of pre-commercialisation.

This poses problems for new Cleantech ventures for
severalreasons. The fact that Cleantech ventures
tend to be very capital-intensive and have a long
commercialisation pipeline with a predominant
focus on technological development, manifests two
main challenges. Firstly, Cleantech ventures are
heavily reliant on pre-commercialisation funding to
support R&D processes. This leads into the second
problem, which is that reliance on pre-commercial
funding makes Cleantech ventures difficult, expen-
sive and time-consuming to scale (ibid).

Both reasons therefore contribute to positioning
Cleantech outside the archetypical VC investment.
Moreover, Cleantech ventures tend to operate on
the production side of the economy, making risk and
market growth assessments difficult, significantly
adding to the difficulty of adapting Cleantech to VC
funding strategies (Cummings & Henrique 2014).

Some argue that the very foundation of Cleantech's
double-sided production of value (i.e. delivering a
social good, such as clean air/CO, neutral energy,
through market operations) stipulates low invest-
mentincentives, as the consumption of the social
benefits produced by Cleantech solutions are
non-rival. If company/investor A can benefit from
the social and environmental benefit produced by
company/investor B, there is no incentive for the
latter to pay the accrued costs in securing equiva-
lent environmental benefits through capital invest-
ments. Such a scenario would thus lead to a general
tendency of undersupply of Cleantech investments
(McNutt 2002), which fits well with available data.
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SOLUTION
Clearer development pipeline
and increases in public funding

ments would increase as the technology place between 2015-2016 with a total
pipeline becomes more transparent. decrease of 38%. 2018 was clearly the
This would in turn significantly increase year with the least amount of activity.
the market potential of new and radical 2019 saw a slight increase, yet invest-
. : - ' innovations through the strategic ex- ment in this sector is still less than it
,, Investments in : , e , .
pertise of commercialisation, expansion was in 2016.
clean and energy and growth approaches, which are at the
efficient technologies heart of the VC business model. Early, capital-heavy, high risk invest-
accounted for 37% of - ments are of great importance for the
global investments However, with decreasing pu.blic invest- continued d.evelopment of Cleantech
3 ments and support schemes in e.g. ener- ventures. Without the proper support
in 2020 gy technologies, which accounts for a big mechanisms in place to target the
part of the Cleantech sector, for the past long-term and capital- and tech- in-
years, a scenario as the above mentioned tensive parts of the Cleantech pipe-
seems unlikely to materialise soon, line, future prospects for enabling the
despite a smallincrease between 2018- commercialisation and growth of new
SOLUTION 2019. The level of public investmentsin Cleantech ventures through a higher
Clearer development pipeline energy technologies have been declining degree of sustainable VC investments,
and increases in public funding between 2010-2015 by an annual rate of economic growth and prosperity will
One solution that could support a higher The creation and adoption of a similar pipeline St (g 1) e Largest Tl ol be hard to attain.
adaptation of VC investments in Cleantech scheme for Cleantech should place emphasis
would therefore be a clearer and more struc- on two key processes. One is the institution-
tured development pipeline across the whole alisation of pre-seed funding schemes that
ecosystem. would support crucial prototyping and R&D Figure 16. Publicinvestments in energy teChnOlogies
processes The otheris unearthing, mapping Adapted from Monitor Deloitte (2017); WWF (2017) & Energiforskning.dk
In comparison, the Life Science development and structuring the whole technological ' -
pipeline is well-known and well regulated, development process into distinct phases. By amounts invested
which significantly reduces the negative impact ~ nurturing and demystifying the technological million DKK
of unknown factors. Figure 15 details the phar- development of new Cleantech ventures, 1250
maceuticalindustry’s development model. their potential for landing future VC invest-
1000
Figure 15. Development model of the pharmaceutical industry 750
Research Development 500
Pre-clinical Phase 1 Phase 2 Phase 3 coréfr{r?er?:i:tiasg'tjion 250
Screening Experiments to Effects Large clinical 0
Identification toxicity and /sideeffects trials for 2010 20m 2012 2013 2014 2015 2016 2017 2018 2019
Patents dosage levels Larger samples efficiency
Small samples Large samples

Adapted from Monitor Deloitte (2017)



Lack of conceptual clarity
within Cleantech

One of the biggest challenges facing Cleantech as a
sectoris thatitis hard to quantify and conceptual-
ise. Questions such as, "what exactly is Cleantech?”
often lead to clarification errors and reaffirmation
of biases against new technologies that fall outside
the normative understanding of Cleantech, which
tends to be wind and solar energy.

We are in need of a holistic and formalised under-
standing of the diverse landscape of solutions,
startups and technologies that in combination con-
stitute Cleantech. Without this, private and public
investors, the market, and the general public will

Figure 17. Cleantech startup
characteristics

er Focus on ‘doing good
\ / by doing well’

Are capitaland
technologically intensive

Are hybrid in nature, as
they focus on the
‘triple-bottom line’

Business model factors Are diverse and non-
normative

Founders tend to have
scientific and technical
degrees, such as
engineering, physics etc.

Often lack necessary
commercial and business
acumen

Are driven by ethical
principles, disagreement

Human capital factors with the status quo and
/or systems-thinking

Have a higher degree of
innovation capabilities
|—|—| than non-Cleantech
ventures, as they tend to
g Q focus more on ongoing
R&D and patents

|—|—|—|—| Broader focus on radical

than incremental
innovations

Organisational factors Tend to introduce market
novelties
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have a hard time understanding and supporting the
necessary and varied innovations that are needed
to combat climate change and environmental deg-
radation. At present, we lack a clear and structured
overview of the Danish startup ecosystem'’s land-
scape inrelation to Cleantech startups, signalling a
somewhat scattered and fragmented image.

Data and research on the specific factors and
attributes that make up new Cleantech ventures
(such asimpact startups) is hard to come by. This
adds to the problem by distorting the purpos-

es, motivations and professional composition of
these ventures. This makes judging their business
models, innovation capacities, speed-to-market
potential, and their ability to strategically utilize
networks and form co-competitive collaborations
difficult (Bocken 2015).

We are in need

of a holistic and
formalised understanding
of the diverse landscape
of solutions, startups
and technologies thatin
combination constitute
Cleantech

Since profitability and sizable returns are at the
center of the currentinvestment paradigm, ample
focus is laid on the market potential of the business
model, as thisis an important indicator for assess-
ing the potential of new ventures. For this reason,
attaining a better understanding of the Cleantech
startup business model, how they produce and
conceptualise hybrid value creation (economic as
well as environmental/social goods), how they
implement and measure their sustainable effects
and most importantly, how they commercialise their
solutions are necessary clarifications for supporting
and driving investments towards Cleantech ven-
tures. Figure 17 provides a short overview of some
of the known characteristics of Cleantech startups.

SOLUTION
Establish a structured overview
of Cleantech startups

A way of combating this information asymme-
try would be to establish a Cleantech-specific
database to which venture capital, corpo-
rates, public and industrial investors would
have access. Such a database would be able
to provide compartmentalised information on
the various types of new Cleantech ventures
including their target market, industry/busi-
ness sector, technological focus and more.
The availability of such information would
positively feed into better decision-making
processes as the industry becomes demysti-
fied, producing positive economic benefits for
society as a whole.

Quick summary of
challenges and solutions

Cleantech investments are less popular than Life
Science and ICT investments
e ow degree of investments is driven by presumed
low returns and high costs
*Danish VC industry is significantly smaller than
in other European hotspots, leading to uniform
investment strategies
Solution: Create a more diverse investment land-
scape, in order to attract ‘smart capital'and impact
investors

Support for the continuous development of Clean-

techis atrisk

*V(C's tend to focus on the late stages of pre-com-
mercialisation, which lowers available capital for
Cleantech, as these ventures tend to require seed
and risk-willing capital for R&D

* Decreasing public Cleantech focused support
schemes, such as energy which target early stag-
es of the technological development, have been
declining since 2011

As it happens, TechBBQ is currently working
on a larger database of the Danish startup
ecosystem in collaboration with the Danish
Board of Business Development. The aim of
this project is to provide data-driven insights
which would ascertain the various nuances,
differences and diversity of the Danish startup
ecosystem. Information from this project that
is relevant to the Cleantech sector is provid-
ed in the next part of the report in order to
support the continued development of the
startup ecosystem.

Solution: Increase public support schemes for

the early development of clean technologies and
establish a more transparent investments and tech-
nological development pipeline.

Cleantech startup ecosystem is unstructured and

lacks overview

* Makes the establishment of a coherent support
strategy difficult

*Risks in relation to supporting the necessary
innovations become prevalent

* Communication errors are intensified

Solution: Establish a better and data-driven over-

view/database on the startup ecosystem, herein

assessing Cleantech startups
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Mapping new Cleantech
opportunities

The last part of this report will take a deep dive into
the makeup of Cleantech startupsin order to pro-

vide a nuanced and transparent perspective for the
various parties involved in the funding and continu-
ous development of the Danish Cleantech sector. If

we are to take sustainability seriously in a business
context, we must first start by understanding the
various intricacies which constitute organisations
that have integrated novel and responsible busi-
ness models that aim to produce shared value.

Data overview

In order to build our mapping process, we rely on
data provided by a partnership between TechBBQ
and the Danish Board of Business Development,
which currently speaking includes unique data
points on roughly 4000 startups and scaleups.
Content wise we cover startups and scaleups that
are involved ininnovation, technology and operate
in the field of environmental sustainability, such

as clean energy, transportation, manufacturing

and more. Moreover we also use the term 'impact
startup' to refer to startups that have sustainability
embedded in their fabric, counting both social and
environmental aspects. For the sake of clarity, itis
important to understand that impact startups are an
umbrella term for all sustainability related startups,
thus housing Cleantech startups.

By comparing the amount of startups/scaleups that
have an environmental focus, we can better under-
stand the proportional size that Cleantech accounts
for, for the whole startup and scaleup ecosystem,
as well as forimpact-startups. In connection with
this, we also examine various distributable break-
downs, such as their business sector, sustainability
focus, growth stages and more.

y:
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startups

22 4008
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ii employed
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Figure 18. Startup ecosystem - impact vs. non-impact

Totalimpact startups
[ Rest of the startup ecosystem
Il Non Cleantech impact startups

Il Cleantech focused
impact startups

Distribution of impact
startups in the ecosystem

Out of the total 4028 startups and scaleups that
currently make up the Danish ecosystem, 409 can
be classified as being an impact startup,” which
indicates that sustainability and positive social and/
orenvironmental impact is produced simultane-
ously with financial gains. In total, the 409 impact
startups account for 10.2% of the total ecosystem
(Figure 18).

Calculations: TechBBQ - Data source:
TechBBQ Startup Database Project.

Breaking down the compartmentalisation of impact
startups, we found that 310 of these 409 startups can
be classified as a venture within Cleantech; in other
words, 75.8% of the total 10.2% share of the startup
ecosystem can be attributed to startups that have
environmental sustainability as their primary impact
focus. This showcases that Cleantech and environ-
mental sustainability are by far the most popular
focus areas for the Danish impact landscape.

? Animpact startup is an organisation that seeks to create social and/or environmental value through their business operations. Profit is
not a goalin itself, but rather a tool to produce positive social/environmental impacts.

Figure 19. Cleantech area
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Sustainability focus
of Cleantech startups

The simplest way to quantify which areas of envi-
ronmental sustainability Cleantech startups target
is to break them down as they relate to the Sustain-
able Development Goals (SDGs). Cleantech start-
ups target eight different SDGS, including Clean
Water & Sanitation (SDG 6), Sustainable Cities &
Communities (SDG 11), and Life on Land (SDG 15).

Figure 19 highlights the largest sustainability areas
in relation to Cleantech. The bigger the bubbles are,
the higher the proportional share that SDG has of
Cleantech as a whole.

Interestingly enough, SDG 12 has by far the greatest
amount of focus, both in terms of startups address-
ing it, but also as the single biggest SDG for Clean-
tech asawhole. SDG 12 is then quickly followed

by SDGs 13,11 and 9 in second, third and fourth
places respectively. SDG 7 only ranks fifth, which is
surprising as it indicates that clean energy-focused

Calculations: TechBBQ - Data source: TechBBQ Startup Database Project.

startups are not as popular as consumer/production
orientated ones. One reason for this might be that
the energy market is already rather saturated, leav-
ing other areas of environmental sustainability less
populated, increasing the rate of growth for startups
that target more ‘unexplored’ SDGs.

Animportant point to be made in regard to this
asymmetry, is that a heavy focus on single SDGs
does not necessarily create effective solutions
targeting climate change and environmental
degradation. Approaches based on the SDGs work
best by interlinking multiple sustainability areas, as
most climate related problems are interrelated. As
such, strategies to foster orincentivise the creation
of Cleantech companies that target multiple SDG
areas could prove helpful for the creation of more
impactful solutions that also help to accomplish
some of the less-explored SDGs, like 15 and 16.
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Figure 20. Cleantech startups: main/secondary focus
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Distribution of SDG focus

Luckily, hybrid and interlinking approaches are
somewhat present in the fabric of Danish Cleantech
startups. By looking at the distribution of SDGs,

we arrive at a more nuanced understanding of how
specifically Cleantech startups focus on sustain-
ability. By virtue of theirinterdisciplinary nature,
most Cleantech startups target more than one SDG,
whether directly orindirectly. The most common-
ly-targeted SDG among the 310 impact startups is
SDG 12, Responsible Production and Consumption.
160 of these startups place this SDG as eithera
main or secondary focus.'®

If we solely look at main-impact focused startups,
then the picture is a bit different (Figure 20). Here,
SDG 11 (Sustainable Cities and Communities) has
the largest share of main-focused startups with
68.8% out of the total 96 startups that place focus
on this goal. SDG 12 appears to be more balanced,
with an equal share between main and secondary
SDG focused startups, as is the case for SDG 7. This
leaves SDG 9 as the only anomaly in the data, as all
startups focused on this goal have it as their main

SDG focus, signalling that there are currently no
interlinking approaches in relation to industry and
sustainable infrastructure solutions.

The most commonly-

targeted SDG among
the 310 impact startups is
SDG 12, Responsible Pro-
duction and Consumption

SDG 13, Climate action seems to have the lowest
share of main SDG focused startups with 94.1%

of startups targeting Climate mitigation as a
secondary impact goal. This indicates that solu-
tions targeting climate action are seen as additive
features of primary SDG targets. The most popular
combination herein appears to be SDG 9 as the

19Main focus signifies that the mentioned SDG is primary for the business. Secondary focus entails a more additive approach

Figure 21. Popular SDG combinations (primary and secondary SDGs)
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Calculations: TechBBQ - Data source: TechBBQ Startup Database Project.

primary target, with SDG 12 as the secondary target
followed by SDG 11 +SDG 9. Lastly we have SDG 7 +
SDG 13 together with SDG 11+ SDG 12 tied in third
place. The proportional size of the bubble indicates
how many startups have that specific combination

However, understanding the most popular combi-
nations says little about the startups’ potential for
contributing to social change for any of the high-
lighted SDG areas. Itis important to understand
that popularity in and of itself does not say anything
about the potential for achieving correlational or
causal positive effects towards combating climate
change and environmental degradation. To compli-
cate things further, it becomes even more difficult
toisolate direct effects, as the highlighted SDGs
cross boundaries across their different indicators
and sub-goals.

Amore data driven assessment of Cleantech start-
ups’ environmental effects thus requires that found-
ers have an extensive understanding of how, for
instance, environmental and climate feedback loops
work, or how various environmental areas feed into
each other, in both positive and negative ways.

This would enable startups to establish bet-

ter strategies for understanding, capturing and
measuring their positive impact creation, as well
as create more impactful SDG combinations. This
would forinstance lead to a more detailed under-
standing of how a given startup specifically targets
environmental problems, and which specific SDG
subgoals and indicators are relevant to their prod-
ucts/services.

Without this compartmentalisation, understanding
the nuanced and concrete environmental benefits
will become difficult to assess. Processes to mature
and refine SDG based data as well as increase and
professionalise knowledge of how to strategical-

ly work with sustainability need to be taken into
account going forward.
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Business models of
Cleantech startups

In relation to the diversity of business models,
data on Cleantech startups seems to fit well with
the generaltendencies that are evident for the
sectoras a whole, as most startups’ business
models (roughly 110) seem to have a manufac-
turing and material base as their main approach.
SaaS-based business models (57) come in second
and Marketplace and e-commerce (45) take third
place. Moreover, most business models tend to be
singularin their approach, with only a small fraction
representing hybrid approaches (Figure 22).

If we look at the distribution for each business mod-
elarea - hybrid business models account for less
than 10% of each area (Figure 23). This cements
that there is a rather static and uniform approach

Figure 22. Cleantech business model

to business development, as the lack of hybridity
could indicate a lack of integrative and lean ap-
proaches to business development.

Such a development could produce negative
impacts for the adaptability of Cleantech ventures
in general, as the dominant technological trends
within environmental sustainability to a higher
degree place importance on |oT, connectivity, and
systems integration approaches.

Impact foundation of Cleantech

startup’s business models

Most of the 310 Cleantech startups appear to have a
core impact business model. In other words, 70.3%
of Cleantech startups have environmental sustain-

Figure 24. Cleantech startups with core or side impact based business model
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ability as a core component of their business model,
indicating that sustainability is well integrated into
the foundation of these ventures. However, this does
not mean that the remaining 29.7% of Cleantech
startups do not take environmental impacts into
account. It just signals that for these entities, a stra-
tegic and managerial implementation of sustainabili-
tyis not as thorough, suggesting a more incremental
rather than a disruptive approach (Figure 24).

In general, Cleantech startups also appear to
have more strategic engagement with environ-
mental sustainability compared to non-Cleantech
impact startups. Non-Cleantech impact startups
tend to have a side-impact foundation for their
business model (72.9%) leaving only only 27.1%
of non-Cleantech impact startups that have a
core-impact business model.

From aninvesting perspective, such trends signal
both positive and negative tendencies. Firstly, the
thorough and strategic implementation of sustain-
ability as a foundational approach for the start-
ups with a core-impact focus highlights a higher
degree of professionalisation within the domain
of sustainability, which in turn feeds positively into
their possibilities of attracting hybrid-value based
investments. The strong correlation between
financial gain, the production of environmentally

orientated solutions and measurement of impact
are all necessities for attracting 'smart’ capital from
areas such asimpact investing.

Secondly, and for the same reasons as previously
given, itis vital that startups with a side impact
based business model, attest and account for how
sustainability is a part of their services or products.
Without professionalising their knowledge on sus-
tainable development, their chances of attracting
alternative investments are significantly narrow-
er than their core-impact peers. However, their
chances of acquiring more traditional investments
are not significantly impacted, as these approaches
tend to solely focus on the commercial potential

of their business models. Therefore, if impactisa
side effect of their business approach, chances are
that they have a stronger and more singular focus
on commercial success. With this in mind, let's now
turn to data on how Cleantech startups are pro-
gressing in terms of their growth and funding.
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Growth and funding stages
of Cleantech startups

Of the total 310 startups that made up this analysis,
the largest proportion are to be found in the seed
stage (Figure 25). This fits well with known and
available data, as detailed earlierin this report.
Given that the largest share of Cleantech startups
are to be found on the seed stage highlights that
these ventures require early and risk-willing capital
in order to grow and mature. Without specific pro-
grammes or funding schemes that target or alleviate
early funding hurdles, the general rate of startups
maturing will decline, and so will future prospects of
attaining economic and environmental value.

In terms of actual funding received, only 104 of the
total 310 startups have received an investment,
with 64 having disclosed information on received
investments (Figure 26).

This is equal to 33% of all Cleantech startups. Avail-
able data on actual invested amounts furthermore
signal an average investment of 22,6 million DKK,
with the top investment being 267 million DKK. If the
number of successfulinvestments made in Clean-
techisto go up, then solutions to increase public
support schemes, which tend to be less risk-averse
than private capital and more orientated towards
creating social value, orincentivise the creation of
new Cleantech orientated venture capital foun-
dations as well as attracting impact investing
programmes, are necessary. This would greatly
alleviate the early funding challenges of Cleantech
startups which is a problem that, as shown through-
out this report, is endemic for the sector.

Figure 25. Growth stages of Cleantech startups
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Concluding remarks

Throughout this report, we have established that
The Danish Cleantech sector is diverse in nature,
with businesses targeting areas such as clean
energy and water technologies, resource manage-
ment, renewable energy, recyclability and waste
management. Moreover, the sector as a whole has
a net positive impact on economic growth and de-
velopment by contributing to exports and job-cre-
ation. It has a higher aggregate productivity than
the economy's baseline and provides a positive
impact for sustainable development by optimizing
resource utilization and reducing negative environ-
mental impacts. All of which point to a significant
competitive advantage, as global demand for clean
and energy-efficient technologies increase.

Yet, we are challenged on several structuralissues.
Alow degree of risk-willing capital investments

by venture capital, combined with declining public
support schemes create long-term risks for the in-
novative capabilities and the creation of new clean
technologies. Moreover, the lack of a structured
overview of existing Cleantech startups as well as
aninconsistent Cleantech investment/development
pipeline complicate things further by producing
communication lags. Some of the potential solu-
tions to the above problems include:

e Incentivising the creation of a more diverse
investment landscape, which places a higher
importance on sustainable development;

e Increasing public support schemes for the early
development of clean technologies and establish-
ing a more transparent investment pipeline;

* Creating a better, data-driven overview of the
Cleantech startup ecosystem.

With the last part of the report, we at TechBBQ have
tried to contribute with a solution to the incoher-
ence and opacity that surrounds Cleantech start-
ups. We have done so with the goal of supporting
the continuous growth and expansion of the startup
ecosystem. The unique features that we have un-
covered with ourinitial mapping indicate that:

e Cleantech startups have a higher degree of pro-
fessionalism in relation to working with sustain-
ability than regular startups and non-Cleantech
impact startups,

e Consistent with macro-economic data, most
Cleantech startups utilize a manufacturing orien-
tated business model and interlink various SDG's
in their approach to sustainability,

® Responsible Consumption and Production
(SDG12) is the most important single SDG target
for Cleantech startups, while Climate Action (SDG
13) appears to be the most popular secondary
sustainability target;

® Most startups are still in the Seed stage, high-
lighting the need for providing early and risk-will-
ing capital if we are to reap the economic and
social benefits that are inherent to most Clean-
tech approaches.

We hope that this report has provided helpfulin-
sightsinto the foundations of the Danish Cleantech
sector - including Cleantech-focused startups and
that our findings can find use for future develop-
ments on both a public and private sector focal point.
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