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so-called ‘best-in-class’ companies in sectors
that contribute to today’s environmental prob-
lems. But, increasingly, if climate change is to be
addressed, how businesses are likely to be
affected by efforts to cut greenhouse gas emis-
sions needs to become a major selection crite-
rion.

In so doing, the current breadth of the SRI
investment universe will shrink and they will
need to seek new stocks with a low carbon risk
or, better still, companies whose raison d’être is
mitigating climate change.Yet many such com-
panies are currently under private ownership,
and therefore not within the investment scope
of many SRI vehicles.

SRI is ideology not terminology – while
some SRI funds have a self-imposed restric-
tion preventing them from investing in non-
quoted stocks, they should instead be adher-
ing to an investment philosophy, irrespective
of the asset class. Calvert’s socially responsi-
ble funds in the US are a prime example of
implementing a vision, as opposed to simply
promoting a marketing whim.

Beyond broadening the pool of publicly list-
ed SRI-fundable corporations in the medium
term, channelling socially responsible capital
into non-quoted cleantech via VC and PE funds
responds to the original concerns of SRI: invest-
ing for returns without compromising the
future, either environmentally or socially. Many
pension fund contributors, whether specifically
earmarking their contributions as SRI or not,
will not retire for another 30 years and they are
rightly concerned about climate change. Only
by investing in innovative cleantech, as well as
renewable power generation, can institutional
investors do justice to their expectations.

And the greatest innovations in cleantech
do not take place in publicly quoted companies:
they are to be found in laboratories, research
institutes and small and medium-sized compa-
nies, where the savvy nurturing of venture cap-
italists assists in transforming them into robust
and profitable business propositions.

The current trend towards listing on the
London Stock Exchange’s Alternative
Investment Market, where many cleantech firms
are going public before achieving stable econom-
ic activity, is symptomatic of the dearth of VC

Go to any conference on ‘clean
technology’ (cleantech), and you

will find a growing number of venture capitalists
(VCs). They are eager to invest in emerging
companies developing innovative, environmen-
tally beneficial businesses,whether in renewable
energy, energy or resource efficiency, advanced
materials or waste management.

Cleantech is a field in which Europe has a
clear technology and demand-driven lead.
Whether as a result of political will, with man-
dates to increase renewable energy generation
in the EU, high environmental awareness, or
simply out of an economic necessity to become
more resource-efficient, European researchers
and entrepreneurs have demonstrated innova-
tion in cleantech for a whole generation.

Yet VCs face an uphill battle in raising suffi-
cient funds to back the innovations that could
make Europe self-sufficient in energy in the
medium-term, or transform manufacturing and
services into models of sustainability. For every
dedicated cleantech VC fund in Europe – of
which at most half a dozen are open to institu-
tional investors (ie, non-corporate or family-
owned) – there are at least as many fund man-
agers trying to raise new funds.

Why is fund raising so hard? The answer is
threefold. First, institutional investors allocate a
minute portion of their assets to venture capi-
tal. Alternative assets make up 5–10% of a typi-
cal portfolio, and VC has to compete with real
estate, hedge funds and non-VC private equity
(PE) for a slice of the action, resulting ultimate-
ly in 1 or 2% of all assets for VC).
Secondly, unlike information technolo-
gy or biotech, cleantech has not been
circumscribed as an investment seg-
ment and thus has been hardly visible.

But thirdly, and most surprisingly,
those institutional investors with a
mandate to invest socially responsibly
avoid VC funds as an asset class.

By and large, today’s socially
responsible investment (SRI) funds
invest only in public companies, either
on the basis of exclusionary criteria
(cutting out environmentally or social-
ly damaging sectors), or by choosing

financing available. Passively waiting as a socially
responsible investor for those businesses to sta-
bilise is not the solution. SRI needs to become
more active upstream: not by taking on the risk
of directly investing in unquoted companies, but
rather by investing in VC funds, and capitalising
on their strengths in delivering risk diversifica-
tion and adding value to their investee SMEs.

Such investments do not all share the high
risk profile of venture capitalism. Whereas oil
corporations and utilities are financing large
wind and solar farms, small-scale power genera-
tion draws on private investment.Many farmers,
for example, are becoming energy producers,
either by tapping into the growing biomass mar-
ket or erecting small-scale wind farms on their
land. These investments are lower tech, and
lower risk, but require private capital. There
exist a number of PE funds focused on renew-
able energy generation.Therefore the SRI man-
ager wishing to hedge some of the VC risk can
move down the risk/reward curve, and also allo-
cate funding to climate change mitigation via PE-
financed renewable energy generation projects.

A further argument for the involve-
ment of SRI capital in VC and PE
funds is the pro-active role that
they can play as investors. Such

funds are typically “blind-pools”, that is, funds
are gathered from investors before investing
begins. SRI asset managers can therefore lay
down the rules from the outset, rather than
typically only being able to react ex-post to the
decisions of public companies.While SRI share-
holder advocacy can react to corporate perfor-
mance, its influence is at best limited.The equiv-
alent investment in a VC fund provides a proac-
tive framework – and a lot more (clean) bang
for the SRI buck.

To summarise, then, investing in cleantech
intrinsically corresponds to the underlying prin-
ciples behind SRI. Cleantech is the growth
industry of the 21st century, as it develops sus-
tainability solutions across all industry sectors,
and shapes the paradigm shift triggered by the
end of the oil age. It is innovation-driven and
therefore mostly found outside public markets
– as seems to have been recognised by the giant

US pension funds CalPERS and
CalSTRS, which have pledged $1 bil-
lion to cleantech VC and PE. Socially
responsible investors need to be
investing now to ensure a sufficiently
large pipeline of sustainability-orient-
ed businesses for the future. They
must get involved at all stages of the
investment process, thus ensuring
that their voices are heard and their
values heeded.
Alexis Figeac is a founding partner of
Germany-based Axiom Venture Capital,
which is raising a cleantech VC fund.
E-mail: af@axiomvc.com

Investing for the future
Socially responsible investors
in Europe have, thus far,
shown little interest in provid-
ing venture capital to fund
the clean technology revolu-
tion.They risk failing to pro-
vide for the future, argues
Alexis Figeac

SRI portfolio
quoted companies

2010–15

SRI €€ PE fund

VC fund
Emerging

cleantech co

Profitable

cleantech co +

power projects

SRI €€

Building a low-carbon investment pipeline



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


