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Abstract 

 

Venture Capital can play a key role for our future by placing their capital in sustainable 

investments. They have the capacity to fuel new ventures, sprung from ideas on how to solve 

the sustainability challenges we face today. In this paper we research the drivers and barriers 

for sustainable venture capital investment decisions. Our findings show that increased 

knowledge on sustainability issues is affecting the general public opinion, policies and 

governance and the way we choose to live, consume and do business. This in turn increases the 

market potential for sustainable businesses. Therefore, sustainable investments are more and 

more considered as a good investment, not only in regard to social and ecological aspects but 

also financial returns. A model with our findings showing the drivers and barriers for 

sustainable venture capital investment decisions will be presented aiming encourage and push 

toward a more sustainable future.  
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1. Introduction 

Sustainable investments (SI) play an important role due to the challenges we face today in 

global warming and the need for a more sustainable way of living, consuming and doing 

business. Venture Capitalists, banks and other funding institutions have the possibility of 

influencing the success of companies that may or may not have a negative impact on the 

environment. Interest in sustainable business and start-ups is increasing since new ventures are 

viewed as an answer to many social and environmental problems (Brandstetter & Lehner, 2015) 

(K. Hall, et al., 2010) (Bocken, 2015), Here, Venture Capitalists (VC) can have a positive effect 

on the growth and nurturing of new sustainable startups. Therefore, VC can be a catalyst to 

develop sustainable businesses by contributing to their development by supporting them with 

capital (Bocken, 2015) 

 Even though Venture Capital Investments is well known in academic literature, 

Sustainable Venture Capital Investments is relatively new and unexplored but interest for the 

subject in academic literature has increased over the past years. The variety of denominations 

for sustainable business such as “sustainable entrepreneurship”, “green entrepreneurship” and 

“ecopreneurship” reflects the fragmented and inconsistent findings of this research field (Gast, 

et al., 2017). It is also reflected by the various terms for sustainable investments e.g. socially 

responsible investments (Bilbao-Terol, et al., 2012), ecological, social, and governance, ESG 

(Beckmann et al 2012) and Impact Investments (Brandstetter & Lehner, 2015). Sustainable 

investments refer to investments that deliver benefits in three important areas: social, 

environmental and economical (Bocken, 2015). However, the evaluation criteria used by 

investors for making sustainable investment decisions has not been researched in depth this far 

(Brandstetter & Lehner, 2015).  There is an ongoing academic search for an approach to 

investment decisions where environmental and social variables are taken into consideration in 

addition to the economic variables (Cubas-Díaz & Martínez Sedano, 2018), (Brandstetter & 

Lehner, 2015). There are some indications that sustainable startups may experience specific 

challenges in accessing finance (Bergset, 2018). Recent research on 300 startups across thirty 

cities around the world considered whether sustainability is rewarded by investors and found 

that investors avoid sustainable firms, particularly those that are environmentally sustainable 

(de Lange, 2017). Another study on High Net Worth Individuals1 observed that despite these 

                                                           
1 High Net Worth Individuals make up 0,7% of the world's population, yet they govern more than 40% of global 

household wealth (Paetzold and Busch, 2014) 
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private investors apparent interest in Sustainable Investing, they refrain from it (Paetzold & 

Busch, 2014). 

Access to funding and finance is a central issue for new and young companies since it 

can strongly influence the success or failure of a start up in its early years (Bergset, 2018). Here, 

entrepreneurship is in many cases being recognized as a significant influencer in the increment 

of more sustainable products and processes, and cure for many social and environmental 

concerns (K. Hall, et al., 2010). 

 Due to the role venture capitalists have on whether to support sustainable business or 

not our research question will explore the drivers and barriers for sustainable venture capital 

investment decisions. Our thesis makes a contribution to the existing literature by researching 

what affects the decision for a Venture Capitalist toward a sustainable investment and what 

factors alter a corresponding decision. This is important to understand since Sustainable 

Venture Capital Investments can be viewed as an important catalyst for a more sustainable 

future (Bocken, 2015). There has been studies on the decision-making process for sustainable 

investments of private investors (Paetzold & Busch, 2014) but limited research in the subject 

of Venture Capital Firms. Therefore, we will examine the question from the Investors point of 

view. To make our contribution we will make a qualitative study by interviewing Venture 

Capital (VC) firms that have a record of both investing in sustainable and non-sustainable 

companies. Our findings show that the more knowledge there is on sustainability issues and on 

how human behavior and human decisions affect global warming and its negative impact, the 

more it affects the general public opinion i.e. the market for sustainable products/services and 

businesses. Venture Capital Firms are calculating for return on investment (ROI), and the 

sustainability criteria is now more and more considered to be positive to ROI since no one wants 

to contribute to “bad business” having a negative impact on society or the environment. This 

tells us that in order to create an escalated positive impact both policymakers and the general 

public need to continue to increase their knowledge and awareness on sustainability in order 

for new solutions to arise and solve our challenges.  

This paper will contribute with a model showing what drives sustainable venture capital 

investment decisions in order for VC firms to make the right choice for our future. This paper 

proceeds as follows: In the first part we will present the concept of Venture Capital and the 

criteria for decision making. Next, we will look closer at the relatively new field of Sustainable 

Capital Investments and the complexities of making sustainable decisions and the drivers and 

barriers that are presented in literature this far. Thereafter, we will present the findings from our 
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interviews with Venture Capital firms and draw conclusions on what hinders and enables VC 

firms to make sustainable investment decisions.  

2. Literature Review  

2.1. Venture Capital Investments 

Entrepreneurs that engage in high-growth-potential ventures usually secure financial capital 

from outside the company and financing for these new ventures mainly include venture capital, 

corporate venture capital, angel investments, crowdfunding and accelerators (Drover, et al., 

2017). Venture Capital tends to be the most common form of equity financing (ibid) and is 

categorized as private equity investments, i.e. investments that are not publicly traded 

(Thornton, 2007). The government can operate directly as a venture capitalist and indirectly 

through policies to make certain VC investments attractive. Governments can also indirectly 

provide funding, for example pension funds for the VC (Bocken, 2015). 

VCs role is to find promising start-ups, nurture their development and look for potential 

exit opportunities where the startup is either introduced to the stock market by an initial public 

offering or sold to another company (Marcus, et al., 2013). VC:s normally provides 

entrepreneurs with funding during the so called “valley of death” meaning the gap between 

being a start-up and a large-scale distributor of their products or services. By filling this gap 

VC:s takes on a great risk since the majority of new ventures fail (ibid). Therefore, it is said 

that VC:s typically invest in ‘riskier’ businesses and support start-ups both financially and 

through their expertise and networks, typically after angel investors or ‘friends and family’ have 

made their initial investment in the business (Bergset, 2018) and before banks or private equity, 

who might find the investment too risky (Bocken, 2015). Venture capitalists raise funds either 

by own capital or from a set of limited partners and seek to provide a return to these investors 

(Drover, et al., 2017).  

2.1.1 Venture capital investment criteria 

Startups that receive venture capital funding have a higher survival rate than those not being 

backed by Venture Capital funding (Zacharakis & Meyer, 2000). There is a typical three stage 

investment process that VC firms usually go through when selecting which startups to invest 

in. This process begins with screening all the options, often several hundreds of proposals. The 

initial screening is typically a review of the business plan, where the VC tries to figure out 
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which have the most potential and hence deserves further examination. The chosen startups will 

then be exposed to months of extensive due diligence. In the final step the VC and entrepreneur 

negotiate the terms (ibid) 

The screening criteria performed by the different VCs is based on the type of industry, 

geographic location, stage and size of investment. VCs often specialize the investment with 

different criteria depending on what industry the venture operates in (Monika & Sharma, 2015). 

There are typically six main categories that are judged critical in decisions for investing. These 

are (1) Entrepreneur/Team characteristics, (2) management skill and experience, (3) 

Product/Service, (4) competitive strategies, (5) market growth and size and (6) financial aspects 

such as expected return. (Zacharakis & Meyer, 2000) (Monika & Sharma, 2015) (Carlos Nunes, 

et al., 2014).  

The screening effectiveness depends on the experience of the VC (Casamatta & 

Haritchabalet, 2007). Most studies suggest that the entrepreneurs/team characteristics is the 

category of greatest importance when selecting and evaluating projects. However, post hoc 

analysis indicates that entrepreneur traits are less important than market size (Monika & 

Sharma, 2015) which demonstrates that Venture Capitalists are not accurate in self-

introspection (Zacharakis & Meyer, 2000) and (Monika & Sharma, 2015) and that VCs does 

not have the thorough understanding of their own decision-making process and are likely to 

apply their own decision criteria (ibid).  

2.1.2. Factors affecting Venture Capital Investment Decisions  

It generally takes seven years to identify a winner and only two to three years to identify the 

loser in the portfolio of VC investments. This slow feedback makes it difficult to adjust the VCs 

decision process. The nature of the VC partners' expertise affects both the successes and failures 

in the firm's portfolio (Dimov, et al., 2007). However, decisions that VCs make are not often 

perfectly rational and VC decision making can be improved through the aid of actuarial decision 

models (Zacharakis & Meyer, 2000). An actuarial model optimally combines relevant 

information, so called decision cues, to derive an answer. Just as an insurance actuary 

statistically derives the payoff risk associated with different groups of people (i.e., age, gender, 

etc.) Actuarial models can assess the probability of certain outcomes based upon information 

available to the decision. (Zacharakis & Meyer, 2000). 

Apart from which model to use in the investment decision, government incentives, 

formal institutions and informal institutions can also shape VC investment criteria that the VC 



9 
 

have to meet (Drover, et al., 2017). Factors such as biases and heuristics can also affect the 

investor (Zacharakis & Meyer, 2000) and (Monika & Sharma, 2015) 

2.1.2.1. Bias 

Forrester (2014) suggested that the bias factor highly influence the investor’s decision often 

resulting in suboptimal decisions. Biases refers to factors affecting the investors mental mode 

when he/she evaluates a venture. These are factors such as risk perception, overconfidence, 

inconsistency, habit and framing. VCs may interpret information differently based on past 

beliefs or experiences. The VC might reject new venture proposals that fail to meet any one 

minimum requirement of the VCs list of decision factors even if all the other remaining factors 

are substantially higher than the minimum requirements. (Zacharakis & Meyer, 2000) and 

(Monika & Sharma, 2015). Decision makers also recall past successes rather than failures. A 

VC is therefore likely to make let a past success influence the decision on a current venture  

(Monika & Sharma, 2015). Although the expert VC’s intuition is valuable, results are indicating  

that as more information is available, the VCs’ predictive precision in the decision substantially 

decreases (Zacharakis & Meyer, 2000). 

2.1.2.2. Heuristics 

Heuristics refers to methods and techniques to solve a problem without being certain it is the 

optimal solution. Heuristics are mental shortcuts that usually involve focusing on one aspect of 

a complex problem and ignoring others (Zacharakis & Meyer, 2000) and (Monika & Sharma, 

2015). Experts have greater confidence in their decisions when more information is available 

to analyze. In other words, when VCs are exposed to more information, they tend to believe 

that they make better predictions than decision models or even their peers who have less 

information with which to make the decision, but the expert’s increased confidence is 

groundless. With more information, the accuracy of their decision remains unchanged and even 

reduced. One reason that VC accuracy is not improved much with more information is that 

experts, despite their beliefs, use relatively few available cues. Therefore, VC’s tend to falsely 

believe that they are making a more informed decision with a larger amount of information. 

More information leads not to improved decision accuracy, just increased confidence 

(Zacharakis & Meyer, 2000).  
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2.1.2.3. Syndicates 

In order to reduce the uncertainty and risk that Venture Capitalists face in selecting potential 

investments they are often involved in investment syndicates (Zacharakis & Meyer, 2000). 

Syndication allows several investors to join and provide the funding resources to a startup. They 

are therefore part of a broader social network and their different standing in this network appears 

to influence their investment decisions (Dimov, et al., 2007). Even though the VCs screening 

effectiveness gets better with experience syndication can help gather information on investment 

opportunities, gain a second evaluation and confirm the quality of the venture which can 

improve the selection process (Casamatta & Haritchabalet, 2007). 

A downside of syndication is risking the potential rivalry of the other VC firm who can 

compete to obtain exclusive financing of the venture. A VC with less experience tends to 

syndicate more and will not see this as a threat. Their evaluation of the project is sometimes not 

accurate enough to invest alone therefore, they try to syndicate every time it is optimal to do 

so. Very experienced VCs, on the contrary, avoids syndication if possible, as they suffer more 

from competition (Casamatta & Haritchabalet, 2007). 

2.2. Sustainable Investments 

Sustainable Investments can be broadly defined as “an investment process that considers the 

social and environmental consequences of investments, both positive and negative, within the 

context of rigorous financial analysis” (Bilbao-Terol, et al., 2012). Sustainable investments 

should, from a conceptual point of view, be investments that are in line with the economic, 

ecological and social dimensions of sustainable development (Busch, et al., 2016). They are 

“investments made with the intention to generate measurable social and environmental impact 

alongside a financial return” (Bocken, 2015). For this paper we will use Bockens definition. 

For example, by choosing to finance a venture in renewable energy, ecologically conscious 

investors make, under given circumstances at a certain time, the highest contribution currently 

possible toward sustainable development (Busch, et al., 2016). Sustainable investing involves 

cleantech investing which refers to startups that develop environmentally friendly technologies 

(e.g. alternative energy and water purification), socially responsible investing which refers to 

companies that offers social benefits (e.g. health). In the academic literature, Socially 

Responsible Investments, Sustainable Investments, ESG (Environmental, Social and 

Governance) and Impact Investments are many times used interchangeably. In this paper we 
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will use the term Sustainable Investments (SI)  for this nascent field of research (Brandstetter 

& Lehner, 2015).  

2.2.1. Evolution of decision criteria for Sustainable Investments 

More and more investors demand that criteria for sustainability should be considered in the 

investment decision (Brandstetter & Lehner, 2015). Sustainable investments is a broad field of 

investment approaches and the screens used for it have evolved over time. Traditional 

investments are selection based solely on minimizing risk and optimizing financial return. The 

oldest approach on SI is based on negative screens (Brandstetter & Lehner, 2015). Common 

negative screens are alcohol, gambling, tobacco, firearms and environmental damage. A second 

approach is positive screening, which concentrates on firms with positive records of social 

performance. Positive screeners tend to look for responsible companies with records of good 

labor relations, community involvement and superior environmental performance (Bilbao-

Terol, et al., 2012). Negative and positive screens are often respectively referred to as the first 

and second generation of SI. The so-called third generation of screens refers to an integrated 

approach of selecting companies based on the economic, environmental and social criteria 

incorporating both negative and positive screens. This approach is often called “visionary” or 

“triple bottom line” (People, Planet and Profit) and the fourth generation, with a philanthropic 

approach, focuses on the sustainability valuation with shareholder activism and commitment, 

with implied financial trade-off (Bilbao-Terol, et al., 2012). The four generations are presented 

in Figure 1.  

 

 

Figure 1. The spectrum of capital (modified from Brandstetter & Lehner, 2015) 

 

 



12 
 

2.2.2. Measuring Sustainable Investments  

Sustainable Investments (SI) is a broadly discussed topic for asset-managers and considerable 

work is being done in establishing methods on how to value information on sustainability 

matters to calculate triple bottom line results just as investors have learned how to price 

financial information (Busch, et al., 2016). To itself be sustainable, sustainable investing must 

ultimately yield financial returns (Vörösmarty, et al., 2018) but SI differ significantly from 

traditional investments through their hybrid goals, such investments do not yet match the logic 

of traditional finance tools (Brandstetter & Lehner, 2015). 

45% of asset managers and owners claim that they integrate sustainability issues, which 

implies they perform some type of thematic analyses and research on sustainability issues 

(Busch, 2015). One challenge to overcome is that data on sustainability must become more 

trustworthy (Busch, et al., 2016). If companies include authentic nonfinancial information about 

sustainability then investors would have better metrics to base their decisions on (Vörösmarty, 

et al., 2018). This shows that for sustainable investments to really spur sustainable development 

there is a need for standardized, transparent and comprehensible industry-wide measurement 

metrics that investors can understand (Brandstetter & Lehner, 2015), (Busch, et al., 2016), 

(Cubas-Díaz & Martínez Sedano, 2018). 

2.3. Sustainable Venture Capital Investments 

Sustainable venture capital investments are a part of the sustainable investing and bring billions 

of dollars for investors and their institutions with far-reaching social and environmental impact. 

(Antarciuc, et al., 2018). Sustainable venture capitalists can help prove the success of 

sustainable business formats, reduce financial risk through syndication and by balancing 

financial with social and environmental returns (Bocken, 2015). 

SI has a significant  role to play in the development of sustainable start-ups (Bocken, 

2015) however, the research area of sustainable venture capital is still unfolding and little is 

known about the reasoning of the various participants in the field and the evaluation criteria for 

SI has not been researched in-depth this far (Brandstetter & Lehner, 2015). Here, large 

institutional asset owners such as pension funds play an important role just as financial 

institutions, consultants and policymakers have a potential to help further endorse this area of 

investments by demanding ESG (environmental, social and governance) criteria to be 

considered in the investment decision (ibid).  
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Traditionally, most investors have only taken economic variables (profitability and risk) 

into account when making investment decisions. Thus, sustainable venture capitalists face the 

difficult task of identifying businesses which have the potential to generate economic returns 

while creating positive environmental and social impacts, the so-called Triple Bottom Line 

approach. The concept of the triple bottom line (TBL) was first introduced by John Elkington 

in 1998 and it promotes the simultaneous consideration of all three dimensions of sustainable 

development: economic, ecological, and social -ethical (Busch, et al., 2016). In these areas’ 

investors can make a contribution toward a more sustainable future (ibid). 

Investors are not necessarily homogeneous, and the attention to sustainability criteria 

depends on the investor’s objective. One of Investors main motivation to incorporate 

sustainability information is to improve returns and risk, whereas others have an additional 

motive to contribute to sustainable development (Busch, et al., 2016). Thus, the investors 

intention and bias to support sustainability plays a role. Some tend to think that investments are 

sufficiently sustainable if they comply with the ideas the investor has about social, ethical or 

environmental concerns (Hoffman, et al., 2004). Here, we present the main drivers and barriers 

for sustainable venture capital investment decisions researched in literature this far.  

2.3.1. Drivers for Sustainable Venture Capital Investment Decisions 

Sustainable investment strategy rewards a long-time horizon - the essence of sustainability - 

instead of the short-range financial performance which concerns much of the current market 

(Vörösmarty, et al., 2018), (Bergset, 2018), (Busch, et al., 2016). Timelines up to 10 years are 

common between raising money and exiting whereas “clean” or sustainable investments are 

often stretched beyond this (Bocken, 2015). Therefore, a long-term relationship and 

collaboration between venture capital and entrepreneurs is important (Vörösmarty, et al., 2018) 

(Bocken, 2015) 

Syndication or Co-investments in a group of investors is seen as a way of reducing the 

threats of lower return and high risks associated with SI (Bergset, 2018). Also, very recent 

research into how investors react to information on sustainability from ventures show that 

investors respond positively to SI when they are discussed considering benefits for society 

rather than their costs (de Lange, 2017). Lastly, business model innovation and a strong 

business case are also seen as success factors for SI (Bocken, 2015). 
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2.3.2. Barriers for Sustainable Venture Capital Investment Decisions 

The literature does not provide a clear picture of what the dominant barriers are and how aspects 

relate to each other. Although, one barrier mentioned frequently in academic articles on 

sustainable investments is the challenges due to VC investors short-term horizons (Paetzold & 

Busch, 2014) (Bergset, 2018). 

The characteristics of sustainable start-ups are many times linked to innovativeness and 

high risk. Here, high investment sums are needed, and the long investment horizons make most 

investors shy away (Bergset, 2018). Time and again, investors choose to avoid business risk 

rather than respond to the demand for sustainable solutions (de Lange, 2017) since they are not 

willing to sacrifice financial returns for ethical or other non-financial benefits (Paetzold & 

Busch, 2014).  

De Lange (2017) examined specifically whether if new venture focus on  environmental 

or social sustainability issues makes a difference. Her analysis is robust and clear that investors 

today avoid sustainable firms for investment, no matter how they are focused whether 

environmentally, socially or both. Her insight is that mainstream investors are stimulated by 

national social policies but they, themselves, are unlikely to be the main driver behind 

sustainable venture growth (de Lange, 2017). Other barriers to SI deals are strong incumbent 

industries, lack of good networks in which VC firms and eco-entrepreneurs can find each other 

and “bad” business plans with too little financial information and too much on environmental 

problems (Bergset, 2018) (de Lange, 2017). Also, many investors lack understanding of 

sustainable new ventures business models (Bergset, 2018). 

Some new ventures themselves can influence a VC decision. If they are driven by a wish 

to contribute to a sustainable development, they can have the bias that certain investors will 

affect their mission if the motivation of the entrepreneur and the VC investors differ 

significantly (Bergset, 2018).  

These are our findings in literature this far on the drivers and barriers for Sustainable 

Venture Capital investment decisions. The increasing amount of recent publications on the 

subject indicates the extensive research in the field due to the global sustainability challenges 

we face today. Many calls have been made for further research such as what links sustainable 

investments with behavioral economics (Paetzold & Busch, 2014), attitudes toward ecological 

sustainable startups and business practices (Gast, et al., 2017) and studies that seek to identify 

the exact challenges for sustainable start-ups to gain financial access (Bergset, 2018). 
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 At the moment, it is mostly practitioners’ reports and documents that are driving the 

field forward and one of the reasons why SI have emerged is because governments, charities 

and philanthropists alone are no longer capable of dealing with the twenty-first century’s social 

and environmental challenges (Brandstetter & Lehner, 2015). By exploring the Venture Capital 

firms’ point of view on what factors, drivers and barriers, affect a sustainable investment 

decision we will contribute to the existing literature and gain a better understanding on the 

drivers and barriers for VCs to make more sustainable investment decisions.  

3. Methodology 

This section shows all the methodological aspects of our approach to extract the information 

necessary to answer the research question. In order to investigate our research question, we 

decided to use a qualitative multiple case study to gain rich insight on factors affecting the VC 

Investment Decision. The reason for choosing this research method is first, because we are 

focusing on a contemporary phenomenon, such as drivers and barriers for Sustainable VC 

investment decisions, where we need to rely on multiple sources of evidence (Blumberg, et al., 

2011). The second reason is due to the potentially large number of variables affecting 

sustainable venture capital investment decisions that need to be considered and third that the 

results of a multiple case study is considered more robust than a single case study (ibid).  

3.1 Research design 

We conducted semi structured interviews with investors at Venture Capital firms in Sweden. 

Semi-structured interviews mean that themes are presented so the interviewee is encouraged to 

talk freely about the subject. This type of freedom offers flexibility and the possibility to ask 

additional questions if needed. In this way we had a more exploratory approach which gave us 

the possibility to adjust more freely and explore the interviewees thoughts on a deeper level. 

Our data collection method involves both primary and secondary data. Primary data were the 

face-to-face interviews that we held at the VCs office with a representative from the VC firm. 

We chose to have physical interviews at the VCs offices so that the interviewee would be 

comfortable in their own work environment. A total of seven VC firms were interviewed; one 

located in Uppsala and the remaining six located in Stockholm. 

We also collected secondary data, i.e. documents of different sorts to verify the factors 

in the VCs investment decisions that was mentioned during the interviews. These documents 
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were sampled depending on accessibility, what the VCs emailed us and what we could find on 

their website. Examples of documents collected are: owners’ directives, steps of their 

investment process, documents on their evaluation categories, the documented core values in 

the company, their portfolio and the companies that they currently invest in. We also looked 

for Sustainability framing on their websites and used these other sources in order to triangulate 

our findings and reveal the reliability in the data collected from the interview and to minimize 

the impact from the interviewees beliefs, attitudes and interpretations in the data (Saunders, et 

al., 2016).  

The case studies consisted of five phases (see Figure 2. below): We first reached out to 

potential VC firms to schedule interviews and collect valuable information. In the second phase, 

interview questions were set up to collect rich primary data and interviews were performed. 

Third, transcription of interviews was conducted, categorized and summarized by the important 

main questions into an excel sheet. We collected secondary data from the interviewed VCs for 

triangulation purposes to be used in our Findings. The fourth phase consisted of mapping all 

the answers to find common terms, codes and concepts that were emerged from the primary 

data. This enabled the identification of key patterns in our data that we explained by presenting 

concepts that had emerged. We also presented our findings for the collected secondary data, to 

control the reliability of the primary data i.e. interviews. In the last and fifth phase, we analyzed 

the presented concepts and conclusions were drawn (Bell, et al., 2019), aiming to construct a 

theory that can explain the barriers and drivers behind sustainable investments decisions in the 

VC industry.  

 

 

Figure 2. The five phases of the case studies  
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3.2 Sampling and data collection 

We contacted VCs from the website of Swedish Private Equity and Venture Capital Association 

(SVCA). SVCAs mission is to endorse a well-functioning private equity & venture capital 

market in Sweden. Due to the challenges in finding VC Investors that would allot time for 

interviews we also looked in our own networks to find VC firms to address.  

We sent an inquiry email to twenty-seven Venture Capital Firms found on SVCAs 

website, these were both private and public VCs. After the first email round we got three 

interviews. One and a half week later we sent an email to remind them and some days after that 

they were approached by a phone call to book interviews, if they had not already answered by 

email. Two more VC firms scheduled an interview after a phone call and another email, and 

then two more a few days later after yet another phone call. 

 We set up the interview schedule using doodle and a total of seven interviews were 

booked with employees or partners actively working with investments in the VC firms. One of 

the VCs came from a personal connection and the other six was through SVCA. 

   

We categorized the selected VC firms that agreed to an interview in table 1.  

 

Table 1. Venture Capital Firms interviewed 

3.2.1. Interview approach  

The interviews were initiated with a quick chat to prepare the Interviewee. The procedure was 

influenced by “how to open a semi-structured interview” presented in the book by Saunders, et 

al. (2016). The procedure talked about points to mention to the reader before starting the 

interview. These steps where to inform what the thesis will be about, informing about 

confidentiality and that the interviewee will be treated anonymously in the thesis. We 

emphasized that if there are any questions the interviewee wishes not to answer or if the 
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interviewee wanted to cancel the interview it would be up to him/her. We offered the 

interviewee to take part of the results and asked if they agreed to recording the interview. All 

of this warmup talk was to make the interviewee comfortable and willing to contribute for our 

paper.  

We added a step where we mentioned that many of the question can be perceived to be 

similar and the reason for that is to gain insights on our topic from different angles. Therefore, 

we wished for the interviewee to answer as elaborately as possible. This to ensure to collect 

rich data and dig deep into the subject. 

 Both researchers attended the interviews. One researcher posed the questions and the other 

recorded the interview and assisted with any follow up questions. The interviews were held in 

the native language of the interviewee, which are shown in table 1, so that we could extract as 

much elaborated information as possible. Each interview took approximately one hour. The 

interview questions were divided according to our literature structure in order to extract 

important information valid for our research. They were categorized into six different themes 

presented in table 2. 

 

Table 2 Interview themes and purpose 

 

Following our guide with open ended questions resulted obtaining the interviewees point of 

view in their own words. The questions were structured so that the interviewee on their own 

initiative would lean into the topic of sustainability and sustainable investments. This would 

limit the bias in the subject.  
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3.2.2 Secondary data sources 

Information from the VCs website revealed whether they promote sustainability or not and 

whether that corresponded with what the interviewee mentioned during the interview. The last 

theme of the interview guide covered a question about additional material concerning the VCs 

investments processes, valuations and fund directives, that was not accessible on the website. 

The amount of secondary data varied from VC to VC. Listed below in Table 3 is the extracted 

secondary data.   

 

 

Table 3.  Secondary data.  

3.3 Data analysis 

In our qualitative study we have used an inductive approach meaning that no existing theory 

has set the direction for our research. The intention is to build a grounded theory from the rich 

data gathered from our interviews. The secondary data is then used to judge the reliability in 

our findings. In other words, using it to triangulate when we analyze the data. Our ambition was 

to avoid progressive extension of existing knowledge and instead come up with modern 

findings that would explain the current barriers and drivers behind sustainable investment 

decisions in the VC industry, in the Swedish market. 

  Our approach with the data from our analysis was to first simplify, summarize and 

emphasize the important notes that the VC answered to in the different main questions, using 

an excel sheet. This simplified the process of categorizing the massive transcribed texts into 

different concepts. 

After having a structured excel sheet that contained the major extracted data from the 

main questions regarding the different themes we had investigated, we examined this further.  

The authors then discovered relevant concepts, that emerged in the structured data, that could 

affect as a barrier or driver for sustainable investments. In order to develop a grounded theory, 
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it is first necessary to discover relevant concepts for the purpose of theory building that can 

guide the validation and creation of theory construction (Gioia, et al., 2013). 

Our findings were categorized into nine concepts that affect sustainable investments. 

We explain the current situation for the VC industry in the Swedish market, in order to build a 

theory of the contemporary phenomena of our research question. Each of the nine concepts can 

act as a barrier or driver for SI depending on how they are angled. For example, difficulties in 

measuring SI interprets as a barrier and being able to measure SI, with universal/consistent 

variables, interprets as a driver. After presenting the findings from these concepts we analyzed 

them and drew conclusions that built a theory, which we constructed into a model that visually 

represent barriers and drivers to SI decisions. 

4. Findings  

The observation that sustainability is increasingly a subject that grabs each and everyone's 

awareness and attention has become clear during the length of this study. Posters and activities 

on sustainability matters were found in areas ranging from academic campuses where some VC 

had their offices to political signs put up as a matter of choice for several parties participating 

in the ongoing European Union Election. 

The VC:s personally also validates that the discussion among family and friends many 

times concerns the subject such as making sustainable choices. Below we will present our 

findings. First, we will start with explaining the trends affecting VC decisions today and then 

compare the general investment criteria for each VC firm. Thereafter, as a consequence of the 

data analysis, we will present the nine different concepts we found that affect the VC:s in 

making Sustainable Investment Decisions. 

These concepts are: Trends, Knowledge on SI, General Public Opinion, Policies and 

Governance, Access to Sustainable Ventures, VC attitude towards SI, Measurability on SI, 

Venture Capital Investment Objectives and Investment Criteria for SI. The quotes from the 

interviews are presented for each concept in order to illustrate our findings with the 

interviewee’s own words. Lastly, in our analysis we will present a theory on the drivers and 

barriers for sustainable investments. 
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4.1 Trends 

By investigating the recent trends affecting investment decisions a clear pattern emerged and 

three trends were emphasized in the data. The first trend, due to several consecutive years of a 

booming trend in the economy, is that there is plenty of capital accessible in the VC business. 

It is far easier for ventures to receive capital now than what it has been some 10 years ago. This 

affects the VC market in a number of ways. There is an increased competition, with more 

startups than before. Adding this with more startup events, where investors and entrepreneurs 

can meet eye to eye before any evaluation, startups can sometimes get considerable attention 

and the VCs don't have the same advantage as they had before. Startups have shown to set 

higher demands when it comes to terms in their investment agreement. “There is so much 

capital accessible. so instead for investors to set certain demands, the startup can simply say 

“no, then we have other options”-VC2 

The second trend that all interviewed VCs mentioned on their own initiative, was that 

there is a higher valuation now from the startups side. This is a result from the higher amount 

of capital in the market and that there are more people willing to invest, both VCs and business 

angels. It is the startups market now when coming to terms in the investments. This has also 

affected how startups present their business. “It is easier for the companies to get money today, 

this shows in the business plan they present, not as thoroughly worked through as it was 5-10 

years ago. This is a huge difference”- VC 6 

The third clear trend is an increased awareness of sustainability that have become more 

important than before. The VCs mention how sustainability have received larger attention and 

awareness in the past one to two years. Even the startups that the VC firms meet addresses 

sustainability on their own initiative. “It is a green think. And you see that not only in VC but 

generally on the Investment side that these sustainability goals and caring about ethics, 

environment and that part has come much higher up on the agenda” - VC2. VC6, who 

specializes in fintech, mentions how 10-15 years ago not so many dared to invest in cleantech 

even though it was heavily subsidized. This have seemed to change the last year when investors, 

startups and society seem more interested and concerned about sustainability. 

4.2 Knowledge on Sustainable Investing 

There is a consistency on how each interviewee define a sustainable investment as shown in 

Table 4. The VCs have similar aspects when they define a sustainable investment, even though 
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what is emphasized varies. VC 5 and VC6 are more specialized and have a less clear image of 

what makes a sustainable investment.  

 

Table 4. Drivers for sustainable investments in VC Objectives.  

 

VC1 mentions the UN seventeen global sustainability goals and that these are something 

they work towards, but at the same time comments that it is nothing they specifically apply to 

their investment procedure. VC3 mentions their green fund, that specifically works with CO2 

reducing investments and VC 5 says that a sustainable investment is not short term. VC3, 5 and 

6 emphasizes that they need more education around the subject and spread awareness. “We are 

not experts in climate change, we are not experts in employment policy, not in any of these 

things. So that’s the complexity.“  - VC5  

4.3 General public opinion  

Before the interviewers asked anything about sustainability issues, we asked the question how 

values/norms in society can affect the VC investment decisions2. All seven interviewees 

explicitly mentioned that sustainability issues are affecting as shown in Table 5.  

                                                           
2 See Appendix 1 Interview Questions 



23 
 

 

Table 5. General Public Opinion Affecting VC Investment Decisions   

 

According to our interviews increased awareness on environmental issues is a driver for SI and 

which companies invested in can have an effect on their reputation. Therefore, they are 

conscious of investing in “good” companies so that their reputation is not harmed by companies 

behaving badly with respect to equal opportunities for example. Also, VC 5 points out, with 

respect to tax and reputation, that they are an onshore fund.  

However, even though the general public opinion promotes sustainability there is a lack 

of discipline in seeing the consequences of our actions. The market for sustainability is slow 

and there is an inertia, despite the fact that the general public knows that we have a climate 

problem. “We joke about drawing the parallel to being on a superfun CO2 party and that no 

one wants to turn the music off and go home. We want to keep on partying, and some are saying 

that we should turn the lights off, but there will always be someone left on the dance floor and 

someone who wants to take the last beer, unfortunately. I guess, that’s what complicates, that 

mankind is what she is, she wants to enjoy life”  - VC4 

One example given on general public opinion was that the largest business magazine in 

Sweden had continuously been promoting equality and that capitalists should invest in female 

startup business ideas. “...and those sorts of things is not something we think about, instead we 

think about that if it is a good idea, then it is a good idea.”  - VC2 Another comment was that 

the more we talk about sustainability, the more awareness it creates. 
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4.4 Policies and governance 

In our interview we investigated whether other forces affected VCs investment decisions to be 

more or less sustainable. The pattern appearing from our data show that the VCs mention 

governance and policies that could have these effects. Governmental Economic control, which 

are means governments issue such as subsidies to promote certain types of investments or 

penalty taxes to prevent industries to make certain types of investments. VC5 is focused on life 

science and mentions how this industry is heavily regulated both in terms of product regulations 

and in the regulatory process to get a product approved. “All of these things mean that the moral 

framework within which we operate is in any case already constrained by law” VC5 

VC1 and VC3 are governmentally owned both directly and indirectly. VC1 receives 1 

million each year from the government to use for investments and has sustainability stated in 

their mission. Policy makers can push for sustainable investments by laws and regulations on 

society. VC7 mentions GDPR and PSD2 as concrete examples. Another governance affecting 

the VCs investments is the Fund which they invest money from. Some VCs have their own 

capital whereas others get their capital from external investors like for example pension funds. 

A fund can have certain directives and guidelines that the VC then needs to follow when 

investing this money. The same way the other way around; if a VC is looking to raise capital it 

has to be clear with what it will use the money for.  “you cannot attract money for a fund if you 

don't specify what the money will be used for” VC4 

VC3 gets half of their fund from the EU fund. The EU fund has rules and directive that 

needs to be concerned in the VCs investment decisions. VC3 mentions how one of these 

directives is that they always have to co-invest in a seed investment and that the other half of 

the investment for that round has to come from private investors. “we have a responsibility to 

not invest in non-sustainable. It “goes without saying” for us”  VC3 

4.5 Access to sustainable ventures 

One barrier for sustainable investments identified by three VC:s was the lack of sustainable 

startups to invest in and that it was hard to both access and identify sustainable startups if the 

companies do not promote it clearly. This is illustrated by the quotes below:  

 

“It is a supply question in some way. It is not super-easy to find that type of companies” - VC2  

“80-90% of new ventures proposing to us is not solving explicit sustainability issues. So, 

supply” VC4 



25 
 

“We get few proposals, only the ESG company and 2-3 app solutions. Maybe the connection 

between bank, financials and sustainability is unclear?” - VC6 

 

VC 4, who promotes and attracts startups with a sustainability focus say that they do not have 

too few opportunities, but too little capital and time. For the Life Science investors, the question 

of supply was not an issue since they consider their investment area as being in sustainability 

and that they work on campus nearby the academic researchers.  

4.6 Venture Capital Firms attitude towards SI 

When asked about the general attitude in the VC industry towards SI four out of seven 

spontaneously answer that the industry is positive or very positive. They express that they hope 

and think that the focus on the subject is genuine (See table 6). 

 

Table 6. Comments on VC Industry Attitude towards SI 

 

The majority of VC mention a company called Norrsken that is oriented towards helping 

sustainable startups with both non-profit and for-profit business models. They see Norrsken as 

a good example of SI that is creating an impact on the VC community. No one wants to be “the 

bad guy” and invest in non-sustainable ventures and they mention how the media nowadays 

show examples of what can happen to a company's reputation if they are not conscious about 

this. Therefore, the reputational risk turns into a driver towards more sustainable investments. 

However, there is an opinion that there is a big variation within the industry in whether VCs 

has a genuine interest to invest in sustainability or if it is greenwashing. A barrier mentioned, 
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connected to VC attitude towards sustainable investment decisions was from VC 7 saying that 

maybe, what you have to sacrifice in economic return and time can be a barrier. The comments 

below show that ROI and reputation plays a determining role. 

 

“so if the incentive is to find a as profitable companies as possible and make sure that they 

increase their value and then sell them in order to receive a bonus and if you are a bunch of 

investors driven by this, to get as much money as possible, then for sure you will look at that 

investment. If it is not illegal for someone to make money on this opportunity, then many VCs 

will reason that they might as well do it”- VC4 

 

“I’m sure there are many that mentions Sustainability in their annual reports and brand 

strategies just to show that they are in to this, but then they don’t do that much, but I think 

anyway... you can see that there is a whole new push in the market for this and that people 

realize that we have to do something about it.”- VC6 

4.6.1 Experience on Sustainable Investments 

VC1, VC2 and VC4 had experience on sustainability and mentioned that it was either in their 

mission or in their interest to make SI. They believed that it was the right thing to do and 

emphasized that many areas will benefit from these types of investments. Also implying that 

they believed making SI would give the best ROI in the long run, and that investors will be less 

and less interested in non-sustainable companies. “from the beginning it was mostly for our 

own sake- to “do good” and leave the bed in the morning knowing that you contribute, but now 

it's more and more financial frankly, because ‘Who wants to sit and own coal plants now that 

you don’t know if the government will prohibit them tomorrow?’“-VC 4 

VC 5 explains that since they are niched toward Life Science, they already have a profile 

on sustainability. Therefore, all their investments are in that area, with minimal impact on 

environment. Even though investing in sustainable companies were of interest for several of 

the VCs interviewed, they emphasized that this is not possible if the investment will not be 

financially sustainable. VC 6 mentioned that they did not have a focus to invest in sustainability 

and therefore had less experience in SI. Although not having much prior experience with SI, 

VC7 has committed to make SI in coherence with the criteria on their third and most recent 

fund. In conclusion, they all answered that they did not make any non-sustainable investments, 

but not all of them had, per definition, made sustainable investments or specifically set out to 

attract that specific category of companies.  
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4.7 Measurability on Sustainable Investments 

The difficulty to access measurable, clear data on sustainability presented in the literature 

review of this paper has clearly been addressed by all our seven VCs in their interviews. It is 

hard to measure sustainability. Sustainability is not so tangible and quantifiable and therefore 

there is a lack of data, that would be needed in order to measure SI. Sustainability is perceived 

as soft judgements and the lack of data makes it hard to compare different ventures.  

“What complicates it is the inherent complexity, the number of inputs that goes into 

determining whether something is sustainable or not is almost infinite and depends on factors 

that we don’t control or fully understand” - VC5 

VC3 and VC7 works with how to measure sustainability in their investments. VC7 uses 

a “homemade” table where they have broken down the 17 UN global goals the into three main 

categories with sub-questions. However, this assessment tends to be subjective since it is hard 

to have one set of parameters for different industries.  VC7: “it is very subjective... I usually 

say that it's not the number itself that means something but that we actively think about each 

area” 

The VCs mention how it is easy to screen away non sustainable options like gambling, 

betting, weapons, sex industry and companies making huge negative effect on the environment. 

These red flags are relatively easy to spot. But the request for a sustainability measure still 

prevails. All VCs that we interviewed came with ideas and insights that would be needed for 

this to be possible. They had a demand for tools, guidelines and common aspects to measure 

Sustainable Investments. Digitalization and access to data could help if information on the 

whole system regarding sustainable questions where accessible. VC7 works with a sustainable 

profile where companies themselves can map their business in different categories where they 

think they belong and suggests this as a tool that could help to measure sustainability. VC6 

mentions a startup with an ESG-scoring model that could be a useful tool to measure 

sustainability in investments. “If you find one of those scoring models which, like, has fifteen 

thousand translucent companies in different size and width, that of course you would use those 

models to build your own model maybe” - VC6 

4.8 Venture Capital Investment Objectives 

The investment objectives in the Venture Capital Firm influences how each firm decides to 

make their investment. A common objective for a Venture Capital firm is to calculate a Return 

on Investment (ROI). The ROI criteria weights heavy in the decision toward an investment (see 
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table 7). If the expected ROI is not according to the VC objective this will affect a sustainable 

decision negatively. The VCs needs to know that there will be a market for sustainable 

products/services in order to deliver expected returns. Therefore, if economical sustainability is 

not at the right level, this will outweigh social- or ecological sustainability.   

 

Table 7. Comments on ROI and Sustainable Investments in VC Objectives  

 

If the objective of the VC, on the other hand, is already set toward sustainability this will affect 

the SI decision positively (See table 8). For those we interviewed there was one investing in 

life science, one in green investments, one with a mission to invest in ventures solving 

meaningful problems and one that had recently created a third fund with a criterion to invest in 

sustainable ventures. The comments we received as drivers for sustainable investments are:  

 

 

Table 8. Drivers for sustainable investments in VC Objectives.  

 

The objectives for the VC can be set by the VC themselves in their vision and mission statement, 

criteria for SI can also be set when creating an Investment Fund in order to communicate in 
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which areas the fund will invest. Also, if a firm is government owned or syndicates with 

government owned funds it can be governed by certain rules or policies toward sustainability.   

4.8.1 Time Horizon 

The time horizon for each VCs investment decision varies. VC2, 3, 5 and 7 have a 3-10-year 

investment horizon. VC 1 and 6 both have a timespan from seed investments up to five years. 

VC4 have a lifelong incentive with their investments since they are a family owned Venture 

Capital firm and have the intention of investing for future generations. When asked about if 

investment horizon affects a potential sustainability investment VC 4 and 7 responds that a 

short time perspective have a negative impact.  

4.9 Investment Criteria for Venture Capital 

The VCs works in different industries and the investment process or incentives behind 

investment can vary slightly due to this. However, there is a clear pattern on what variables are 

important for the, if not all, majority. The market size is of great importance. All VCs 

emphasizes the market size and the potential to grow. The product and the uniqueness of the 

product is also a very important factor, which are aligned with the competition. The VC wants 

the venture to be distinguished from similar products already existing in the market. Another 

important variable is the business model. In order to make high returns the startups need an 

effective business model. The team was one of the most important variables and mentioned as 

such by all VCs. 

 

Table 9.  Investment criteria mentioned in interview  
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VC1 work close with its founders and makes early stage investments, so called seed 

investments. They are interested in the technology behind the product and that it is a solution 

to a big problem. VC4 emphasize the importance of a circular economy and wants the venture 

to be sustainable from a social, ecological and financial perspective. VC2 mentions early in the 

interview that sustainability in startups contributes to positive financial aspects. However, VC2, 

VC4 and VC6 also implicates that SI often can be more capital intensive and take 2-3 years 

before you see a return. Sustainable solutions are perceived as having inferior market conditions 

and thus not as efficient ROI as traditional investments. “The upside is not as good as they can 

be with other investments” “if you would have seen a bigger market, a greater demand for 

these products, it would be easier to make a decision” -VC4 

4.10 Secondary Data 

The secondary data that we obtained were documents that the VCs sent to us on request and 

observations on whether their websites promoted SI or not. The documents we received were 

evaluation templates from all VCs except VC5 and VC7, and other documents depending on 

what the VCs considered appropriate to share with us (See Table 3). All VCs except VC5 

promotes sustainability on their website. However, VC5 imply that investing in life science per 

se have a sustainability profile since their investments have a minimal impact on the 

environment.  

VC6 promotes sustainable investments on their website in several places. However, the 

information obtained from the interview showed less knowledge in the subject and did not seem 

to be in any way specified on SI. VC7 sent us an explicit homemade excel sheet to evaluate 

startups on different sustainability aspects. The sustainability evaluation template had been 

mentioned during the interview and was used to score startups on different sustainability 

aspects. The template was a homemade scoreboard that was based on the UN 17 global goals, 

broken down into categories with sub questions. When sending us the documents they asked us 

for input on improving the template, indicating the challenge of measuring sustainability. VC7 

clearly promotes SI on their website under a page named “the business of sustainability”. Here 

the VC explicitly mentions that sustainability is a core component in their selection process. 
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5. Analysis and Discussion  

In the analysis our theory is presented and visualized in a model. The model explains how the 

concepts in our findings relate to one another and together creates a network of factors 

contributing or counteracting the generation of SI decisions for VC Firms in the Swedish 

Market. Each of the concepts can work as a driver (shifting towards right) or barrier (shifting 

towards left) to make sustainable venture capital investment decisions. Our theory is solely 

derived from the data that we gathered while conducting our study. The analysis will be initiated 

with an explanation of our constructed theory model and how the nine concepts affect each 

other. The model represents our grounded theory extracted from the collected data. Following 

the presentation of the model we will list drivers and barriers derived from the concepts and 

compare that with previous literature.  

5.1 Model: Drivers and Barriers for Sustainable Investment Decisions 

 

 

Model 1: Drivers and barriers to sustainable investment decisions 

5.1.1 Explaining the model  

After analyzing our findings it became obvious to us that knowledge on sustainability 

is the main driver towards SI and, like the arrow visualize, has reactive effect on the general 

public opinion (i.e. market potential), policies & governance, the measurability of SI, VCs 
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attitude towards SI and indirectly on all the other concepts. The increase of knowledge affects 

the General public opinion which also makes entrepreneurs think in sustainable terms when 

launching new ventures and looking for sustainable solutions and starting sustainable ventures 

in various industries.  

The general public opinion can be observed as the market for sustainable business. 

Everyday people's perception and willingness to consume and behave sustainable is the driver 

of the general public opinion that will affect VC to make SI decisions encouraged by a market 

pull for sustainable solutions. Policies and governance are also affected by both knowledge on 

sustainability, and the general public opinion on sustainability. Policies and governance refer 

to governments, authorities, regimes, financial institutions and policymakers who can regulate 

the attention towards sustainable investments. These can be subsidies and taxations in different 

industries, and even laws to make certain businesses illegal. Policies and governance also refer 

to criteria set by different funds, for example VC3 invests half of their money from the EU 

fund, which have certain criteria that needs to be met when making an investment, many of 

these criteria have sustainability aspects (EU nr 651/2014). This is in line with research by de 

Lange (2017) indicating that sustainability criteria has to be stimulated by national social 

policies, since VCs will not be the main drivers themselves. Hence, policy makers can to set 

criteria to be met in order to influence and drive VCs attitude and consequently in making SI 

more attractive. 

Access to sustainable ventures tells us how many startups with a sustainable profile are 

in contact with VCs to obtain financing. The initiation of new ventures with a sustainable profile 

comes from people with knowledge in the subject that have an interest to make a sustainable 

impact where all three aspects (people, profit, planet) of sustainability is taken into 

consideration. This evolution is also driven by knowledge and the general public 

opinion/market. The challenge of measuring sustainability is mentioned in previous literature 

and coherent with the findings in this study. The problem of measuring sustainability could be 

solved by policies & governance and more knowledge on SI affects how we are able to measure 

SI. Either by imposing criteria on sustainability for VC investments or solving the problem of 

quantifying the measures of SI. 

 Our findings tell us that all VCs emphasized the problem to measure SI and solving 

such problem would simplify the process of evaluating SI in their investment criteria. We 

believe that standardized, transparent and comprehensible industry-wide measurement metrics 

that investors can understand would simplify the evaluation of SI and increase awareness on 

the social, ecological and financial impact a SI can have. Thereby changing the VCs investment 
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criteria towards making SI. If the VC know the effect from an investment before it is made, 

incentives to take responsibility and evaluate investments concerning sustainability will arise.  

The VC attitude towards SI is affected by the knowledge on sustainability, general 

public opinion, policies & governance and by the access of sustainable ventures. When the 

general public opinion (i.e. potential consumers/customers/market) is more concerned with 

sustainability then the VCs attitude will shift towards making SI since there will be a demand 

for sustainable solutions.  

A VC must make profit, and when there is a big enough interest for sustainable 

solutions, eventually there will be a market, hence profitable to invest in sustainable ventures. 

Depending on regulations imposed by policies and governance VC will most probably decide 

on an investment with the highest potential ROI. If an industry is imposed with taxes where 

there are uncertainties if these taxes might increase or decrease and thus affecting the ROI 

negatively, a VC might avoid that investment. However, if there are clear guidelines for 

Sustainable Investments advocated by policymakers and general public opinion this will act as 

a driver towards SI. However, there are several comments from the VCs interviewed that if it 

is not a good financial investment they will refrain from investing. So, in many cases if there is 

a choice between supporting sustainability in some way, for example gender equality, or a 

higher ROI. 

The investment with a higher potential ROI will more probably receive capital.  If the 

attitude towards SI from the VC changes then the VCs investments objectives would react and 

conform to this. When the VCs investments objectives changes to greater involvement in SI, 

the investment criteria will be changed naturally with it i.e. the variables on which the VC select 

their investments upon. The previous literature explains the different generations of SI 

comparing with the traditional criteria for investing, when solely looking at risk and profit to 

moving into more responsible and sustainable investments. Here, heuristics and bias can play a 

role in how important sustainable investments are. If a VC is genuinely committed to SI then 

this will affect the initial selection process (driver), but if ROI and short-term financial returns 

are considered more important this will affect the investment process, criteria and decision and 

act as a barrier toward SI.  

The last and most integrated concept in our model is the trends. The trends explain the 

current situation in the market and is a frame of the results from the concepts presented. The 

trend now for VC industry explained in our findings concerns more money being accessible for 

startups, higher startup valuation and the increased knowledge and awareness on sustainability.  
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5.2 Drivers for Sustainable Venture Capital Investment Decisions 

After reviewing our findings there are trends and drivers towards SI decisions in the VC 

industry, in the Swedish market. Our findings show a clear trend from the last 2 years, that a 

shift towards sustainability and making SI has occurred. Most of the VCs cited this trend and 

they have seen more startups with a sustainability profile appearing on the radar. We believe 

that there is a shift towards more concerns on sustainability issues, not only to take a greater 

responsibility in investment decisions, but also a genuine will to make an impact by some in 

the VC industry. Studies by de Lange conducted in 2017 mentioned how investors responded 

positively to ventures incorporating sustainability when discussed in the benefits for society 

rather than their cost. However, in this study (de Lange, 2017) the authors mentioned how 

investors themselves cannot be the main driver towards SI. Our study has showed conflicting 

findings to this, Several VCs mentions having own criteria set towards sustainability in the last 

few years, thus alone being a driver towards SI. Also, the majority of VCs refer to Norrsken , a 

new VC founded in 2016, with the main objective to make a sustainable impact, with implied 

financial trade-off, i.e. in harmony with the philanthropic generation of SI (Brandstetter & 

Lehner, 2015). We believe that this shows as a clear trend towards being a driver for SI, from 

the VC themselves, as compared with previous literature. 

Another clear trend is that there is more money to invest in the VC industry than what 

have ever been before. Our findings told us that sustainable investments sometimes can be 

capital intensive and take longer before seeing a return on investment. Hence having more 

capital available would impose a driver towards making SI. There is also a clear drive in the 

trend that the VCs have intentions to decide for SI. However, it is sometimes unclear if the 

incentives are coming from regulations imposed by policies and governance or if there is a 

genuine will to make an impact or fear of reputational loss. Regardless, this has a positive effect 

and is a driver for the VCs to make SI decisions. 

Another driver that changes the VCs attitude is the general public opinion i.e. the 

market. If there is a pull from the market for sustainable solutions, the VCs, who is profit driven, 

will see benefits from making SI decisions. And concerning the potential market size being one 

of the most important variables when evaluating ventures, a pull from the general opinion will 

make SI more attractive when consumers choose sustainable commerce. 

We found a genuine will from some of the VCs interviewed that “no one wants to be 

the bad guy” and get bad reputation. There was a clear will from all interviewed VCs to avoid 

certain industries in their screening process, this is a driver, however a vague driver, and can be 
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compared with the first generation of SI presented by Brandstetter & Lehner (2015) where 

investors take responsibility in their investment decisions. Here, the bias for sustainability plays 

a key role as mentioned in the previous literature that attention to sustainability criteria depends 

on investors objective (Busch, et al., 2016) and that some investors tend to think that 

investments are sufficiently sustainable if they comply with the particular ideas the investor has 

about social, ethical or environmental concerns (Hoffman, et al., 2004). Like for example VC 

5 acting in the health sector sees them at being sustainable due to that reason.  

Several of the VCs mentioned different sustainable evaluation criteria when concerning 

investments. One of them had their own home made excel sheet to give ventures sustainability 

scores to use for the decision of SI. These initiative changes VCs attitude towards SI, which is 

a clear driver, and especially since VCs most always syndicate with other VCs, this will impose 

a positive reaction and a driver towards deciding for more SI in the VC industry. When 

syndicating, VCs form a network of investors that influence each other (Dimov, et al., 2007). 

If a VC recommends another VC to make an investment in syndication this can enhance the 

possibility of making SI due since it can limit the risk that would have been in investing alone.  

Some VCs mentioned how it is their goal, or their main criteria to evaluate investments 

on sustainability aspects. This is a strong driver, and initiative to contribute to a more 

sustainable future by affecting which ventures to finance. The more informed an individual is 

about the urgency of making a sustainability shift, the more probable it is to actively want to 

make a difference. This shows us that, as a VC plays an important role in nurturing of new 

businesses, they will more clearly see their role as a significant catalyst to the challenges we 

face today in global warming and its ecological- and social impacts. (Brandstetter & Lehner, 

2015) (Bocken, 2015).  

5.3 Barriers for sustainable venture capital investment decisions  

There is a common knowledge on what sustainability is. However, it is still mentioned by 

industry specific VCs how it is “out of their control” to make SI, implying that they do not have 

the tools to take responsibility for it. Our findings showed a lack of knowledge on identifying 

sustainable startups when the startup did not promote it themselves. This is a barrier and in 

consensus with the lack of common measurements and guidelines for SI.  

Several VCs have shown incentives to measure sustainability in startups but explains 

that this is still a challenge to do, which is coherent with previous literature (Busch, et al., 2016). 

Even though there is an increased objective towards making sustainable investments, the 
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problem of measuring is still prevalent which reduces the incentives for these investments. 

There are VCs with objectives that do not concern sustainability aspects. This is an obvious 

barrier towards making SI. Our findings show that there is a big variation in the VC industry 

concerning SI. There have been some indications on greenwashing, that VCs use sustainability 

framing as a mean of increasing good reputation with no concrete or genuine engagement 

towards SI. Some act as traditional investors whereas others want to make an impact and 

consider future generations. Analyzing the data from all our interviews show that if there is a 

genuine will or objective, to make an impact, a VC will use the heuristics and cues to make SI. 

However, there is still a gap between what is said (everyone is aware of the importance of 

sustainability) and what is done (but not everyone is willing to sacrifice time and ROI that many 

times is associated with SI). Therefore, traditional investment criteria can overweight 

sustainability criteria since it is an easier way to select, calculate and measure. The complexity 

of understanding what is sustainable and how to measure its impact is generating barriers 

toward SI.  

Our findings tell us that VCs typically invest for a shorter time horizon, varying from 

3-10 years, which is coherent with previous literature (Bocken, 2015). As our findings 

presented, many of the benefits from SI rewards after a longer time horizon. Therefore, the 

short time horizon is a barrier towards SI when VCs wants a fast ROI in their investment 

criteria. SI investment can often have inferior market conditions meaning it can be unclear 

whether the growth potential is a big as expected. This is a barrier since VCs avoid unnecessary 

risk rather than respond to the demand for sustainable solutions (de Lange, 2017). Our findings 

indicate that if VCs attitude leans towards not making any sacrifice of the ROI or time horizon 

of the investment this will be a barrier. 

6. Conclusion 

Venture Capital can play an important role in the quest to find solutions to the challenges we 

face with global warming and its consequences. Venture Capital can serve as a catalyst for new 

ventures by making investments in Sustainable start-ups.  The definition of Sustainable 

investments is: “investments made with the intention to generate measurable social and 

environmental impact alongside a financial return” (Bocken, 2015). In order to investigate the 

drivers and barriers toward sustainable venture capital investments we first investigated the 

literature. 
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First by researching Venture Capital Investment Criteria and how traditional investment 

decisions are made and how they might be affected by heuristics, syndication, bias and 

government regulations and policies. Next, we looked closer at Sustainable Investment and the 

evolution from only calculating risk/return towards a more sustainable and even philanthropic 

attitude towards investing. However, the research area of Sustainable Venture Capital 

Investment is very new and there is a need for both a better understanding on how to define a 

sustainable investments and clear measures and guidelines on how to calculate the benefits from 

it considering the three different angles (people, profit planet) in a so called triple bottom line 

approach.  

 After interviewing seven different Venture Capital firms we concluded that there were 

nine categories affecting sustainable VC decisions that we illustrated in a model. These nine 

categories indicate that the more knowledge on the challenges we face globally concerning 

sustainability the higher willingness to make a difference by making sustainable decisions. It 

therefore impacts the general public opinion and thus increases the market for sustainable 

products and services. Increased awareness on sustainability encourages entrepreneurs to start 

sustainable businesses which leads to a larger supply of these businesses that are also perceived 

as the better investment in the long run for VC Firms. Therefore, the investment criteria are 

slowly changing toward a more sustainable profile. However, there will always be VC firms 

and individual who will look at short term gains and therefore not take sustainability into 

consideration. These firms will still be careful of their reputation and might therefore talk 

positively and frame their business or investments as sustainable, but not have a genuine will 

to make a Sustainable investment over a potentially quicker ROI that is less sustainable.  

Our contribution to this nascent field of investments are the findings on the drivers and 

barriers for sustainable venture capital investment decisions. In this paper we present the 

categories affecting these impactful decisions so that everyone contributing to increased 

knowledge on sustainability, how to measure it and how it will affect our lives can continue to 

speak out. This will make all the difference.  

6.1 Limitations of our research 

As in every study, the limitations of this work have to be acknowledged. First, the researcher’s 

decision to include or exclude articles in the systematic literature review can be criticized. 

Although it is a comprehensible overview, we cannot guarantee that all relevant work on 
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sustainable venture capital investment decisions is included. However, we have looked broadly 

over different academic journals to investigate the most recent findings in the field.  

Second, the limited number of Venture Capital firms in our sample can be seen as a small since 

relying too much on just a few key informants can jeopardize the validity of a study if the 

informants present a biased picture of the case issue (Blumberg, et al., 2011). Due to the fact 

that we interviewed a broad span of VCs in different areas of specialized investments, both 

governmental and non-governmental, family owned, old, new and investing in different 

industries we see our sample as representative for the VC industry. Our empirical findings from 

the interviews were mostly coherent with recent academic literature, but the categories that 

were drawn from analyzing the data that evolved consequently was different from how recent 

literature had presented their findings.   

Thirdly, our secondary data from websites and other documents sent to us from the VC 

firm can appear to be objective and truthful but knowing that these documents are written with 

a specific purpose in mind and addressed to a specific audience (Blumberg, et al., 2011) can 

question their validity. The collection of secondary data in our case was to triangulate and check 

the validity of the interviewee we think that these secondary data sources serves its purpose for 

this study.  

Lastly, the time for this study was limited which affected all aspects from how much 

literature we could collect and analyze, how many case samples we could conduct and the 

thoroughness of our findings, analysis and conclusions. Nevertheless, we believe that the 

presented model in this paper represents a useful building block in understanding the drivers 

and barriers for sustainable investment decisions. This in turn can guide VC to wisely use their 

potential impact on global sustainability.  

6.2 Further Research  

Since much recent literature have suggested our chosen topic as future research, we reasoned 

that the best way was to initially investigate this topic with a broader approach. This way we 

would give a more generous research before it can be investigated more specifically in the 

future possibly with a larger sample and more variables. We are welcoming more researchers 

to build on our data and are more than willing to share our transcripts of our interviews. Our 

paper is an initiative to further research the subject with richer data collection and to dig deeper 

in to each one of the categories presented in the model. Also, research on sustainable decisions 
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in general would be of interest - What are the drivers and barriers for Sustainable decisions for 

organizations, individuals, governments, country, or influencers in social media?   

6.3 Implications for practice  

The increasing relevance for achieving the goals of a green economy coincides with a rising 

awareness and acuteness of issues linked to global challenges such as climate change, limited 

access to water, the decline in biodiversity and that conflicts are increasing due to limited 

natural resources. There are some indications that sustainable start-ups may experience specific 

challenges in accessing finance (Bergset, 2018). Adequate funding can strongly influence the 

success or failure of a start-up in its early years. As this paper suggests, governments and anyone 

with the position to influence choices toward sustainable investments should continue to raise 

awareness on these issues. Also implementing rules, regulations and policies that push toward 

more Sustainable investments. Also as mentioned in the report Our common future (G 

Brundtland, 1987) teachers, universities, organizations should continue to stress this relevant 

question to raise awareness of the consequences if we do not act promptly.  
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Appendix 1 

 

Interview Questions  

 

Background:  

1. Title/Role:  

2. Years in position:  

3. Short description of professional background:  

4. How big is your current fund size? 

5. How big is your investment size? in what variation? 

 

General Investment Aspects and trends:  

1. How does your investment process look like?(from A to Z). How do you evaluate 

investment opportunities? 

a. can you describe the process...? 

2. What variables (aspects) do you use to make decision in your evaluation (screening) 

process?  

3. What aspects/variables affects your investment decisions? Give Examples?  

4. Have these aspects/variables changed recently or in the past years? 

5. Have you experienced any trends that simplifies or complicates the decision process 

when it comes to investments? 

6. What aspects/variables have the biggest influence on your investment decisions 

generally? 

a.  Why? 

b. Can this vary? 

7. What aspects/variables are important for you personally? why? 

8.  Are you aware of any other aspects/factors that can affect your investment decision? 

(syndicates, values) 

a. How can for example syndicates affect? 

b. How can for example values/norms in you company affect? 

c. How can for example values/norms in society affect? 

d. How can for example choice of decision process affect? 

 

Sustainability Investment Aspects: 

 

* If they don't mention Sustainability: (if they mention skip this part) 

1. How familiar are you with the term Sustainable investments? 

2. How would you describe your perception of a sustainable investment? 

 

* If they mention sustainability:  

1. How would you define a sustainable investment? (variables to consider) 

2. How would you measure sustainability within investments? what information/factors 

would you consider? 

a. What can complicate the way to measure SI? 

b. What can simplify the way to measure SI? 

3. What experience do you have from SI? Examples? 

4. What is the reason you have/don't have experience from SI? 

5. What promotes sustainable investment in your perspective? 
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a. How can these factors affect? 

6. What hinders sustainable investment in your perspective? what makes it difficult to 

invest sustainably? 

a. How can these factors affect? 

 

Attitude towards Sustainable investments 

1. What is the general attitude towards Sustainable Investments in the VC community? 

a. Do you think it is perceived as greenwashing or is there an actual willingness to 

make an impact on sustainability?  

2. What is the general attitude among your friends/family/entrepreneur/colleagues to 

Sustainability? SI?   

3. How would you evaluate the ease to make sustainable (investment) decisions?  

4. How would you evaluate the difficulty to make sustainable (investment) decisions? 

 

Sustainable investments associated with the company: 

1. How big part of the investments in your portfolio would you categorize as sustainable?  

2. Do you have any material that tells us about the company or your 

investments/investment process that we can take with us? 

 

 

 

 

 


