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Fig. 1. Data structure: dynamic capabilities for commercialization of disruptive green innovations.

gain momentum, developing into radically new technology solutions to
transform unsustainable industrial processes and practices. In the early
stages of technology development processes, the ventures continuously
reject, reconfigure, and develop parallel potential offerings and value
propositions. All of the ventures experienced recurring technology fail-
ures at the early stages of exploration. One of the ventures stressed the
importance of routinely rejecting most novel ideas from the team,
focusing resources and attention on those ideas with the best prospects
of commercialization. The aim was to scan for potential co-
specialization and complementary market segments, leading to addi-
tional revenue streams. As our findings illustrate, sensing capabilities
comprise systematic processes and routines concerning opportunity
screening, technology exploration, and STP scouting, which are reported
in the following section.

4.1.1. Green business opportunity screening

Early idea generation is driven by convictions about the potential of
environmental entrepreneurship and by the aspiration to develop new
technological solutions to promote industrial transformation. Through
systematic opportunity screening processes, all of the ventures obtained a
unique understanding of potential market needs and how to apply
technological knowledge to new and green commercial ends. Contin-
uous and well-integrated techno-eco—economic assessments were key el-
ements in opportunity screening for the ventures, which supported the
alignment of new, green, technology discoveries with emerging market
segments.

With acknowledged industry experience and technology leadership,
the ventures can gain recognition from large corporations and policy
makers. They aim primarily to identify and act on green, front-end,
business opportunities in biofuels, bioenergy, biomaterials, and
biochemistry. The majority of the ventures proactively participate in po-
litical and industrial advisory bodies as influential actors in shaping new
institutions in the emerging bio-based markets. Their involvement may
include lobbying, knowledge sharing, public promotion strategies, and
regulatory best practices. Several of the founding entrepreneurs are
involved in the public discourse and strongly committed to converting
from fossil-based fuel to bio-based alternatives in various industry
sectors.

Our analysis further identifies the development of well-integrated
processes and routines — whose purpose is to remain up to date with
dynamic market conditions — and of adaptive and parallel value prop-
ositions to reflect the shifting demand of potential customers. For
example, one entrepreneur explained that “when we began this journey,
there was no market. We had to rely on our vision assumptions and come up
with several possible applications of our technology. Luckily, we found cus-
tomers and, together, we developed the technology into a product that sup-
ports process industries to transform from using fossil materials into using a
renewable alternative”.

4.1.2. Green technology exploration
Another dimension of sensing capabilities is associated with the
systematic and continuous development of new knowledge through
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green technology exploration. Following the path of developing disruptive
technologies, all of the ventures are committed to resource-intensive and
long-term R&D processes. These processes are, by their nature, collab-
orative. The majority of the ventures actively participate in several globally
distributed R&D teams and processes and are developing pioneering green
technologies. From this perspective, global R&D collaborations com-
plement the internal processes and support the ability to keep pace with
rapid technology development. Hence, it is possible to maintain a po-
sition of green technology leadership. Commonly, the ventures explain
that novel, and yet unproved, bio-based technologies are faced with
constraints from being potentially inferior to fossil-based technologies
and from being associated with complexities and risks as perceived by
customers. Against this background, the ventures explore green technol-
ogy solutions and co-specialization from a sustainability-oriented
perspective and industry-specific compliance with global goals for sus-
tainable development (UN) - for example, clean energy and climate
action - and not primarily from a traditional market-oriented perspec-
tive. This implies a significantly different logic from regular technology
exploration in general entrepreneurial ventures. This green perspective
is concerned with catching the waves of sustainability currently trend-
ing, aligning with market incentives, and investing efforts in lobbying
for stricter legislation to support the specific technology developed. One
representative statement asserted that: “green technology projects take a
long time, and it costs more than expected, so it is important with timing, and
to develop technologies that becomes better over time, so that the market does
not suddenly change and the technology is not interesting enough”.

We found that all of the ventures, to varying degrees, developed
processes and routines to scan for new green technology discoveries by
participating in global front-end innovation processes to win market
approval. The routines include managing green technology-orientation
exploration to time the launch of technologies with the rapidly chang-
ing demand for green technology solutions. A representative statement
reflecting such processes and routines states: “Our technology is what is
usually called disruptive technology, which means that it is new to the market.
The technology has previously been rejected on the market, as prior attempts
to develop this particular bio-based material did not succeed. So, we need to
open up the market again and develop technology applications that can make
a difference”.

4.1.3. Strategic technology partnership (STP) scouting

The results stress the importance of initiating new inter-organizational
green strategic partnerships, with the common aim of exploring comple-
mentarities and building platforms for learning. These new types of part-
nership focus on open R&D processes driven by the aim to respond to
new, green, market opportunities and to advance front-end technology
development. The partnerships commonly include corporate, academic,
and support organizations and financial partners who provide organi-
zational heterogeneity and complementary resources. Typically, the
ventures explain that they attract targeted partners with their ability to
provide technology specialization, organizational flexibility, and
entrepreneurial zeal. Here, key partners use strategic technology part-
nerships that provide an access route to explore green markets and offer
scope for scientific creativity beyond formalized and incumbent R&D
processes. All of the ventures developed routines to capture value from
these partnerships, such as providing access to external resources, dis-
tribution channels, infrastructure, and competencies, and evaluating
new potential value networks. Some of the ventures provide examples of
learning to apply selective recruitment processes and assess members by
formulating a common agenda, committing resources, and actively
participating in technology development and commercialization pro-
cesses. A representative statement explains that: “our strategy has been to
collaborate with strategic partners [...] We had very close contact in the
beginning, and everything we learned about the technology comes from there.
We conducted feasibility studies together, and all partners were committed
and actively involved. As some partners decided to leave the partnership, we
almost became competitors, since we develop related technologies. But instead

Journal of Cleaner Production 402 (2023) 136692

of competing, we agreed to collaborate on regulations and how to diffuse
knowledge about the technology, and to invest in different markets”.

This type of partnership typically consists of new cross-industrial
collaborations and platforms linking academic research with industrial
applications. Additionally, it provides a common forum for addressing
institutional barriers and constraints associated with the transformative
nature of the new technologies developed — which were exemplified by
ambiguous legislation, industrial inertia, and the lack of green funding.
One representative comment from the key partners states that: “we began
our renewable journey when we came in contact with a new entrepreneurial
venture with an idea to produce biofuel. Innovation and rapid mobility are
much more developed in small ventures compared to large businesses. Espe-
cially if we are talking about process industries, which are used to work with
incremental, minor changes of existing technology. New ventures are much
more disruptive, we simply began to finance and acquire this type of
company”.

4.2. Seizing capabilities for viable capacity-building processes

Our findings show that the processes to develop technology knowl-
edge into viable value propositions are both challenging and complex,
and they depend heavily on a unique set of seizing capabilities. All of the
ventures point to significant challenges associated with resource allo-
cation and meeting market demands for capacity-building processes. To
gain competitiveness and acceptable proof of concept, technology
development processes need to reach production on an industrial scale,
which includes extensive investment in engineering and construction
works. Moreover, appropriate infrastructure needs to be established as
new green value networks. To enable such capacity-building processes,
the ventures tend to formalize complex cross-industrial partnerships,
primarily as joint ventures or strategic alliances. These are seen as the
key to unlocking the first critical commercialization processes of
launching the technology on the market. At this stage of commerciali-
zation, the adoption of regulatory praxis is of major importance because
these new technologies may not be properly addressed in regulatory
standards and conventions, such as the reuse and recycling of bio-based
materials.

4.2.1. Green financial orchestration

Our findings show that the ability to attract and allocate green funding
is a critical precondition for technology development and commercial-
ization. Fundraising generally excludes traditional financial actors
including the most common SME financiers — namely, banks. From a
banking perspective, green and entrepreneurial ventures that are
developing novel technologies are associated with high risk and signif-
icant uncertainty. As a representative example, a financial actor stated
that: “research-intensive ventures, developing new and untested technology is
foreign to traditional banking. We are not allowed to take such risks, so we
need to apply new methods for assessment if we are to fund that segment”.
Hence, the ventures develop routines to attract financial resources from
various actors — described as a complex fund-raising process combining
alternative funding sources following the different stages of technology
development.

In the early startup stages, most of the ventures were funded by the
personal savings of the founder(s) in the form of private equity. The
ventures associate this funding process with relying on “friends, family,
and fools”, with limited access to funding from external financiers.
However, as the technologies matured, funding of test and demonstra-
tion projects becomes increasingly accessible, and routines to engage in
wider and alternative fund-raising processes become a necessity. At this
stage, several sources of funding including crowd funding, venture
capital, grants, scholarships, industry credits, and a mix of private—
public funding, become increasing important. Accessing timely funding
increases in complexity, particularly in regard to compliance with
incoherent application processes and complicated requirements — for
example, matching the required innovation TRL level and evaluation
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procedures. Public funding and incentives to support green technology
development is used to leverage private—public project funding. Although
necessary, managing complex financial set-ups is perceived as resource
intensive and associated with potentially conflicting interests. Among
several of the entrepreneurs, the processes of applying for public funding
were explained as a necessity during the earliest stages but, later on, as a
constraint. A representative statement from one of the entrepreneurs on
excluding public funding is that it is: “extremely challenging [...] you have
to find ways to parry all requirements, which is a hampering process and so
time consuming. When we decided to expand and needed ‘the big bucks’, we
knew that we could not manage the co-finance requirement of public fund-
ing, so we aimed to involve an external private investor”.

In governmental and public funding, the ventures pointed to the lack
of alignment between funding requirements and market orientation
because funding criteria follow different logics and principles (tech-
nology/public orientation vs. market orientation). Routines to attract
private investors and to establish routines for continuous fund-raising
processes to fit the needs of external funding throughout the entire
commercialization process is raised by all of the ventures as a key to
success. Essentially, this is because technology development processes
are long-term commitments and dependent on extensive external in-
vestments to avoid launching premature products. The following
representative statement emphasizes the significance of avoiding a
market failure by launching a flawed product with insufficient tech-
nology readiness: “If we had not succeeded in getting funding, we would
perhaps have sold a product that may not fully have met the demands of the
customers, which would have taken us out of the game. It is very unlikely to do
a round two in our industry, no one will take a test flop twice, it is simply
much too risky”.

Several challenging aspects of fundraising were mentioned. Some
ventures stress the lengthy application processes, other points to
ambiguous assessment procedures. Commonly, the ventures perceive a
reluctance from traditional financiers to become involved in new and
unproven green technology. Credit assessments are perceived as biased
by not considering sustainability aspects in parallel with financial
measures. To cope, the ventures develop learning routines to better
adapt to application and assessment procedures and, with increased
experience, to overcome the mismatch between the financiers’ priorities
and the ventures’ focus. Most ventures, however, experience delay and
constraints from insufficient access to traditional finance. Consequently,
they pursue parallel fundraising simultaneously, to broaden the choice.

4.2.2. Establishment of new green value networks

Our analysis shows that all the ventures establish processes and
routines to establish new circular value networks through cross-industrial
partnerships. The aim is to align currently diverse industries and foster
joint exploration of new, green, market opportunities. New bio-based
technologies, with the ability to replace fossil-based processes and
products, generate a shift in incumbent value networks. Hence, new bio-
based processes and products are associated with new commercial ends.
To support commercialization opportunities, co-specialization and
collaborative product development among actors representing currently
alienated industries — for example, energy and food — may result in new
value-creating processes including potentially contradicting industry logics
and interests. The value networks are explained as liminal but emerging;
they depend on constituent members’ commitment and their vision
statements to lead the green industrial transformation. The networks
address the challenges associated with green standardization, green
regulations, green price premiums, and resource mobilization. As the
network evolves, it become the foundation of shared interests and a
mean to integrate new transformative technologies into new contexts. A
representative statement from one of the entrepreneurs illustrates the
importance of involvement in new green value networks: “It is of course
possible to try to build an entire industry yourself, but we find many ad-
vantages in collaboration with actors within the particular value chains we
are approaching. It gives us access to stronger financial resources, and a
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common industrial interest to get the product more quickly to the market
which reduces the risks”. Another representative statement points to
challenges in the perceived green price premium: “Pricing is difficult as
we have a higher price point than fossil products, and many customers have
opinions about that. But to get onboard on this journey of change, this is the
price we need as a producer of sustainable materials. We have invested so
much time and money in developing the processes and the products and, at
some point, we need to see a return. But with higher production volumes we
believe that we will be able to reduce the price over time”.

4.2.3. Green capacity building

Our findings show that the ventures, particularly during the later
stages of innovation processes, establish routines to enable market-
oriented capacity-building processes. These processes relate to engi-
neering and constructing industrial-scale production facilities and
developing green “flagships” in industrial settings, acting as proof of concept.
Capacity building is seen as particularly challenging because it is asso-
ciated with engineering complexities and extensive resource allocation
but is critical in gaining stakeholder legitimacy and market attractive-
ness. Thus, industrial-scale facilities are required to demonstrate tech-
nology excellence and to overcome customer reluctance and the
perceived risk of technology failure. A representative statement from a
venture that recently expanding successfully through green capacity
building explains: “We have now achieved the most important proof of
concept in our niche, and that is the commitment from a world leading
customer to recycle all their materials using our technology”.

To manage capacity building, most of the ventures initiated joint
development projects in strategic alliances to access complementary
resources and industrial-scale settings with the purpose of leveraging and
enhancing production capacity and aligning industrial infrastructure and new
value networks. Through strategic alliances, the ventures gained access to
progressive co-creation processes and the ability to adapt the technology
to fit large-scale industrial production. Routines to continuously include
key partners in capacity building and to align roles, responsibilities, and
incentives among partners become increasingly important as the tech-
nology matured and the commercialization processes intensified. To
remain organizationally autonomous, all of the ventures, with one
exception, stressed the necessity to develop internal processes for
knowledge management including intellectual property rights.

4.3. Reconfiguring capabilities for commercialization of green, front-end
technologies

Our study found that, to gain attractiveness and competitiveness, the
ventures developed routines to reconfigure resources and offerings as
green markets and technologies evolved. The ventures testified that
green markets are dynamic, unpredictable, and posed challenges to
continuously renew competencies and capabilities to maintain market
attractiveness and build competitive advantage. By being flexible and
exploring both “traditional” markets and green emerging market niches,
the ventures were able to develop value propositions based on their
technology specializations and transformative purpose, balancing
customer claims for proof of concept and cost effectiveness. By focusing
on reconfiguring capabilities in business model development, most of
the ventures could ensure an evolutionary fit between value-creation
processes and viable options for value capture. To facilitate this adap-
tiveness, they needed to act promptly and responsively to meet the key
stakeholders’ volatile demands and, simultaneously, to explore alter-
native routes to value creation via successively maturing technology
development processes. As our findings illustrate, reconfiguring capa-
bilities relates to systematic routines that enable adaptive business
models and inter-organizational alignment.

4.3.1. Adaptive business model development
In a dynamic and changing external environment, the ventures
stressed the need for adaptive value creation to respond to customer needs at
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different levels of technology development and capacity building. In the early
stages of the commercialization process, this is particularly important
because it involves re-evaluating technology development processes in
terms of customer value. A representative statement from one entre-
preneur noted: “Not all ideas are commercially viable, an important ability
is to sometimes abandon a certain idea, to change processes, even though
you're very attached to an idea. It is important to be able to realize when ideas
won’t work or when trends in the market are taking a different direction”.
Through systematic iteration between sensing, seizing, and reconfigur-
ing, most of the ventures remained committed to continuous technology
development processes, but within a market-oriented approach. When
the ventures’ initial technologies matured to the level of technology
readiness for launch, new market opportunities emerged. These oppor-
tunities primarily relate to technology diversification - namely,
applying the technology to additional market segments or developing
new products/processes. In searching for a match between viable of-
ferings and customer demands, most ventures adopted a pragmatic view
of business model development. That is to say, the business model is
developed to gain maximum market attractiveness but with lesser ex-
pectations on profitability.

Through continuous experimenting and developing adaptive business
models to reduce customers’ perceived risk and uncertainty, the ventures
stressed the need to partner with committed customers. An entrepreneur
argued that: “A part of our value-driven way of working is that we rather
attract than compete. We need to stay close to the customers who show
commitment and interest, because we need motivated clients. During early
startup, it was difficult because we have had to work our way up and expand
our network gradually”.

4.3.2. (Inter) organizational alignment

To remain competitive, continuous inter-organizational realignment
between partners and value networks is increasingly important. This means
establishing a fit between the network of actors involved in the evolving
commercialization processes and routines to realign and leverage internal
and external resources. To benefit from technology discoveries and in-
tellectual properties rights, patents are seen as central to the value-
capture mechanism and the foundation of future revenue streams.
Since technology breakthroughs often stemmed from open and long-
term innovation processes, complexities emerged when aligning poten-
tially conflicting interests in specific projects. Most of the ventures
developed routines to avoid participation in collaborative R&D pro-
cesses if not granted a fair share of the future income or not guaranteed
exclusive rights to intellectual property. One entrepreneur explained:
“We have become very experienced when it comes to IP processes and how to
handle patents and how to broaden and protect our ideas all the way from
idea to finished patents, and how to protect patents from infringement. We
contribute with IPs and associated knowledge as non-cash property in future
joint ventures. It enables us to maintain a decent share of ownership without
having to contribute with equal level of investments”.

5. Dynamic capabilities for environmental entrepreneurship - A
framework for commercialization

Based on our findings, an integrated framework was developed to
link the internal processes of cultivating dynamic capabilities with
external influencing factors. The framework is based on the identified,
conceptualized micro-foundations and aligned dynamic capabilities. It
illustrates the interdependence between the dynamic capabilities and
the external factors that are central in influencing commercialization of
novel transformative technology by green ventures.

The framework draws on three constituent dimensions of dynamic
capabilities -namely, sensing, seizing, and reconfiguring (Teece, 2007) —
and highlights these capabilities in the context of environmental
entrepreneurship and early commercialization processes. To sustain
market competitiveness, sensing capabilities tends to be decisive during
the startup stage, serving as the trigger for entrepreneurial activity,
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technology exploration, and assessing market opportunities. The next
step of seizing capabilities enables complex capacity-building processes to
facilitate industrial proof of concept, green value networks, and
responsiveness to ambiguous regulatory frameworks and institutional
praxis. To continuously realign and reinforce a holistic approach to
technology advancement and commercialization, the development of
reconfiguring capabilities fosters adaptive organizations and business
models to meet shifting customer demands in rapidly changing markets.
The development of capabilities follows a sequential, yet iterative,
process of continuous looping between sensing, seizing, and reconfi-
guring dynamic capabilities.

Our findings demonstrate that these dimensions direct and align the
commercialization processes of novel green innovation and support
adaption to the external, influencing factors of green market evolution,
sustainability trends and green technology development, green funding, and
evolving institutions and legislation.

5.1. Green market evolution (B2B)

Our findings demonstrate that active participation in green market
evolution and sustainability impacts beyond current market demand is
complex and challenging to manage during early commercialization
processes. Industrial transitions are slow, hampered by vested interests,
conventional profit-maximization logics, and the need for new knowl-
edge recombination processes. Furthermore, transitions in bio-based
process industries are particularly challenging to manage due to
“incumbent lock-in mechanisms” activated to resist disruptive changes.
This is a finding similar to other studies for example, Geels et al. (2017).
Importantly, our findings reveal that the successful launch of pioneering
technologies tends to rely on the development of sensing capabilities to
navigate evolving green markets and to attract early adopters
committed to investing in novel processes and products despite inherent
market uncertainties. In seeking competitive advantage during early
capacity-building processes, the unique set of seizing capabilities seems to
enable green ventures to balance conflicting stakeholder interests and
gain legitimacy in new emerging value networks and alliances as pio-
neers forming alternative bio-economic markets.

5.2. Sustainability trends and green technology development

Increased awareness of sustainability challenges impels industries to
invest in green innovation to mitigate climate change. Consequently, our
findings show that the rapid acceleration of the green innovation
domain promotes advances in new technologies with improved perfor-
mances, cost effectiveness, and beneficial sustainability outcomes. The
flipside of this rapid development is the risk of new technologies
becoming obsolete before reaching commercialization. A way to deal
with such risks and safeguard competitiveness is to develop parallel
green innovations along complementary, competing, or conflicting
green trajectories. This approach is aligned with prior studies (see, e.g.,
Bauwens et al., 2020; D’Amato et al., 2017).

Moreover, our findings identify industrial de-carbonization as pri-
marily driven by political sustainability agendas, such as Agenda 2030
and evolving sustainability science — for example, the framework of
planetary boundaries (Steffen et al., 2015) rather than industrial sus-
tainability ambitions on their own. Such trends increase the complexity
in depicting best practice and in identifying green innovations that are
commercially viable. They are associated with potentially contradicting
interpretations (e.g., Merino-Saum et al., 2020) and why remaining
competitive by aligning with evolving sustainability trends is para-
mount. Our findings highlight the need for sensing capabilities to rein-
force technology exploration and learning through stakeholder
collaboration and strategic technology partnerships. This includes
participating in scientific forums and keeping abreast of the latest in-
terpretations of impact-generating business opportunities. Additionally,
our findings reveal that the development of seizing capabilities tends to



L. Hallerstrand et al.

direct technology exploration through the processes of knowledge
management to protect future intellectual property rights and guide
collaborative capacity building to achieve green technology trajectories
and emerging value networks.

5.3. Green funding

Our findings demonstrate that access to funding is a leading factor in
hindering commercialization, similar to prior findings (see e.g.,
Schneider and Veugelers, 2010) which is why both private and public
financial actors play a fundamental role in mobilizing resources to
support a sustainable transition. However, current regulatory frame-
works and credit assessment practices seems to omit sustainability
impact generation as a viable for-profit value proposition, which then
positions conventional unsustainable business models as more finan-
cially attractive alternatives to fund. Our findings, therefore, confirm the
need for financial actors to “factor in” sustainability impact generation
in their assessment practices to support the financing of green in-
novations. Additionally, new regulatory frameworks are needed to in-
crease access to traditional bank and equity investments for green
innovations. Here, niche actors and public funding programs are
important as complementary sources of funding to leverage private in-
vestments, as highlighted by recent studies (see e.g., Cecere et al., 2020;
Popescu et al., 2021).

Importantly, our findings show that the complex challenges in
fundraising during early commercialization and capacity building pro-
cesses are mitigated by dynamic capabilities. They underscore the
development of seizing capabilities as decisive in establishing a complex
financial setup that combines private and public funding. To fit this
evolving capacity building into the context of continuous fund-raising
processes, reconfiguring capabilities tends to align organizational and
business model development with the accessibility of green investments.

5.4. Evolving institutions and legislation

Governmental policies and proper legislative frameworks are critical
in facilitating the transition to green industries. Nevertheless, our find-
ings show that navigating the nascent sustainability-oriented industrial
landscape encounters barriers to the further advancement of green in-
novations. We illustrate that regulatory uncertainty, complex stan-
dardization procedures, and potentially conflicting policy incentives
impose significant constraints on the diffusion of green innovations, as
prior studies have pinpointed (see e.g., Borgstrom, 2018). When
adapting to ambiguous regulatory frameworks and developing the
ability to manage capacity building accordingly, our research un-
derscores the importance of developing flexible and responsive seizing
capabilities. Aligning with the complex and uncertain permit application
process and instituting routines to respond to nascent industrial stan-
dardization processes are important in early-stage commercialization.
To maintain competitive advantage, continuous iteration between
sensing, seizing, and reconfiguring capabilities is vital because it supports
realignment between up-dated opportunity screening, capacity-building
processes, and business model development to benefit from best praxis
on evolving sustainability landscapes.

6. Conclusions
6.1. Research implications

This study presents a detailed and comprehensive framework of
dynamic capability building by early-stage green ventures that goes
beyond previous research on environmental entrepreneurship on dy-
namic capabilities. In doing so, it adds to the emerging dialogue on
dynamic capabilities and environmental entrepreneurship in three
ways.

First, this research shows how dynamic capabilities are cultivated by
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green ventures to gain a richer understanding of how such ventures
achieve early-stage commercialization. Specifically, this study extends
our knowledge of dynamic capabilities in environmental entrepreneur-
ship by offering a multifaceted image of processes pursued by green
ventures, which depicts constitutive elements of dynamic capability
building. While the early dynamic capability literature focused on
generic capabilities and the constitutive elements in traditional for-
profit large firms (i.e., sensing, seizing, and reconfiguring) (Teece,
2007), our study has uncovered the constitutive elements in environ-
mental  entrepreneurship by providing insights into the
micro-foundations of dynamic capability building in the context of
early-stage hybrid for-profit venturing. First, three sensing activities
supporting green ventures are identified and conceptualized: i) green
opportunity screening, ii) green technology exploration, and iii) stra-
tegic technology partnership scouting. Second, a set of seizing activities
encapsulating the green ventures are identified and conceptualized: i)
green financial orchestration, ii) green value-network establishment,
and iii) transformative capacity building. Finally, the two reconfiguring
activities include: i) adaptive business model development, and ii)
(inter) organizational alignment.

Second, our study augments the previous literature on environ-
mental entrepreneurship that investigated solutions to sustainability
challenges: we provide empirical insights into how green ventures can
develop competitiveness by building dynamic capabilities. Indeed, this
research is novel in its conceptualization of the green venturing process
as a formulation designed to orient and loop dynamic capabilities and
their micro-foundations in the course of commercialization. We
demonstrate that dynamic capabilities develop in a mutually reinforcing
and iterative process of inter-organizational collaboration and adaptive
learning. We show that dynamic capabilities are the result of eight
critical capabilities (see Fig. 2), and that these respond interdependently
to the rapidly changing conditions in nascent green markets. This re-
inforces the point that, individually, dynamic capabilities are insuffi-
cient to generate competitive advantages in dynamic conditions. The
interdependence of capabilities means that green ventures, if they are to
prosper, must cultivate their venturing processes in looping maneuvers
within the proposed framework. Likewise, refraining from acting in the
framework altogether may devastate the venture’s ability to achieve
commercialization or to survive. Being a transformative change agent is
complex and underscores the importance of orchestrating and balancing
the dynamic capabilities required to deal with multiple and potentially
conflicting interests.

Third, the integrated framework links internal dynamic capabilities
with external influential factors, demonstrating that the set of sensing,
seizing, and reconfiguring dynamic capabilities is developed from
interplay with the external environment and shapes the early commer-
cialization processes. These external, influencing factors include: i) green
market evolution, ii) sustainability trends and green technology development,
iii) green funding, and iv) evolving institutions and legislation. The
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Fig. 2. A framework for commercialization of green innovation.
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framework shows that, to gain market attractiveness in an evolving green
market, the development of sensing capabilities is particularly important
in order to remain alert and keep abreast of rapidly changing market
opportunities and technology exploration. Access to green funding seems
to depend, however, on a unique set of seizing capabilities to enable a
complex combination of private and public fund-raising processes.
Sustainability trends and evolving institutions and regulatory frameworks
tend to require reconfiguring capabilities to enable agile and flexible
organizations to both explore and exploit environmentally oriented
opportunities in simultaneously evolving institutions and regulatory
frameworks, and to maintain competitive advantage. Thus, this frame-
work offers novel insights into the field of environmental entrepre-
neurship by expanding our understanding of how external interests in
green innovation interact with the micro-foundations of dynamic ca-
pabilities in green ventures. In conclusion, orchestrating dynamic ca-
pabilities is seen as crucial in successfully commercializing green
innovations. The results show that systematic routines for interacting
and iterating between sensing, seizing, and reconfiguration capabilities
enable green ventures to develop competitive advantages and to respond
to external influencing factors with flexibility and adaptability. Given
these research implications, we hope to stimulate further research on
this important topic.

6.2. Practical implications

This study responds to the call to consider the practical implications
concerning how early-stage commercialization of green innovations
should be supported so as to stimulate environmental entrepreneurship
and future sustainability impact generation. For management, this
research offers evidence of the importance of investing in dynamic ca-
pabilities, and it provides empirical insights into the specificities of their
constitutive elements. In addition, it is vital to approach the dynamic
capabilities of sensing, seizing, and reconfiguring as interdependent,
iterative, and under continuous development. Furthermore, our study
provides managerial guidelines on how to align internal dynamic ca-
pabilities with external factors to leverage business opportunities in
nascent and emerging green markets. Here, the guiding principle is to
show that dynamic capabilities must balance the evolving and poten-
tially conflicting external influencing factors to support a financially
viable commercialization process. Moreover, the mapping of key rou-
tines and processes associated with establishing strategic partnerships,
launching new green value networks, and orchestrating green fund-
raising carry implications for managerial decision making. In terms of
policy, our study provides important insights into developing effective
support and incentives to sustain green venturing.

6.3. Limitations and future research

We identify some limitations that serve as both qualifications to the
emergent theory and warrants for further research. First, we suggest that
future research could enrich this study’s context by adopting a broader
design including many more cases. Given that the study design is based
on a small sample, we encourage future research to test our findings in a
larger-scale empirical model. We also recommend using other qualita-
tive approaches, such as analyzing activity documentation, routine
protocols, and board meeting protocols, or employing cognitive map-
ping, such as repertory grid techniques, to capture entrepreneurial
thought patterns revealed in building dynamic capabilities. Second, we
acknowledge that our focus on one national context — in this case,
Sweden — might limit the generalizability of our findings. However, we
believe that the specific findings and the grounded theory are applicable
to environmental entrepreneurship in other countries — in particular,
where the aim is to transform industries so that biodiversity is safe-
guarded and where there are significant uncertainties on how best to
support radical green innovation. Sweden is frequently ranked as a top
innovative nation with a progressive approach to the sustainable
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transformation of industry. While this attribute points to our research
context as ideal for studying the building of dynamic capabilities for
green innovation, we nevertheless encourage future researchers to add
insights from contexts that have other characteristics. As externally
influencing factors are context dependent, the framework could be
further tested using a multi-national study approach that includes in-
sights from both advanced and emerging markets.

Since our study design builds on green ventures conducting viable
commercialization of green innovation, we urge future studies to
analyze how failure in developing and orchestrating dynamic capabil-
ities can be prevented, an issue that our material did not allow. Studies
along the lines suggested could bring fresh insights into the foundations,
development, and maintenance of dynamic capabilities in environ-
mental entrepreneurship.
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Abstract
Sustainable entrepreneurship has garnered increased attention as a vehicle for disruptive and norm
breaking “‘impact” innovations to address major sustainability challenges. Yet, miniscule amounts of
total financier investment reaches such impact ventures, imposing severe constraints on advancing
innovation. Drawing on the organizational identity literature, we propose a socialized explanation for the
(mis)match in venture-bank exchange. We theorize and evidence that the micro-foundations of green
technology-based ventures’ self-defining identity may cause contradictory standpoints in funding
situations. In doing so, we highlight a dichotomous clash between ventures’ self-defining identity and
banks’ identity interpretation, forcing ventures to undertake compromising identity work to achieve
fundability while striving to remain true to their identity. To conclude, we discuss the research implications
of our results.
1. Introduction

Sustainable entrepreneurship has been highlighted as a catalyst in developing disruptive and norm-
breaking innovations to address major sustainability challenges, such as climate change (Johnson and
Schaltegger, 2020; York and Venkataraman, 2010). Approaching sustainability challenges as
entrepreneurial opportunities through green technology-based venturing is, however, resource intensive
and highly dependent on external funding (Bertello et al., 2022; Vernay et al., 2020). Access to bank
financing is, therefore, central to making such venturing thrive (Barber et al., 2021; Busch et al., 2021).

In response to funding demanded to address sustainability challenges, the scale of the sustainable
finance market has been rising with a current estimated worth of $30 trillion (Bloomberg NEF, 2022).
Moreover, the concept of sustainable banking is gaining currency among leading banks (Eceiza et al.,
2020; GSIA, 2020; UNEPFI, 2022), and banks with impact missions are on the rise, including ambitions

to facilitate industrial transformation by providing finance (Busch et al., 2021; Hehenberger et al., 2019).



Nevertheless, a recent study by Eurosif (2018) indicates that impact investment strategies (where the
potential for large-scale industry transformation lies) represent only 0.5% of the total sustainable and
responsible investment strategies (SRI) in European financial markets. This extremely low level of
“impact” investment reflects the fact that most sustainable financing is directed at attempts to reduce
environmental harm rather than initiating grand disruptive industry transformations in furtherance of
achieving a sustainable development (Orlitzky et al., 2016).

While such investment allocation conforms to the principles of sustainable banking (UNEPFI, 2022)
and the inclusion of environmental, social, and government (ESG) considerations in credit assessments,
we argue that these banking practices make it difficult for entrepreneurial ventures pursuing green
innovations to gain momentum and access the financing they need from banks to thrive. The nature of
these entrepreneurial “impact” ventures is such that they diverge from the general understanding of
conventional for-profit venturing and established frameworks of sustainable banking practice. In other
words, they do not conform to the ideal type of venture that banks will readily fund (Battilana et al., 2017;
Fischer et al., 2020). In fact, these ventures’ impact mission — namely, achieving measurable sustainability
impacts whilst seeking financial profit (Wry and York, 2017) — are representative of a particular type of
organizational identity, a so-called hybrid identity organization (Albert and Whetten, 1985). Such hybridity
has been found to generate potentially conflicting interests (Cesinger et al., 2022; York et al., 2016),
which would suggest that multiple, conflicting views of these ventures’ organizational identities9 exist
(Battilana et al., 2017; Ratinho and Bruneel, 2024). Thus, conflicting views may potentially be at the core
of green technology-based ventures’ funding gap. However, to date, research has overlooked how holding
a hybrid identity influences the green technology-based venture-bank exchange. We lack a clear
understanding of the micro-foundations of such organizational identity constructions in fund-seeking

exchange situations (Hall et al., 2010; O'Neil and Ucbasaran, 2016). This is a major shortcoming because,

9 Organizational identity is defined as the “central and enduring attributes of an organization that distinguish it from other
organizations” (Whetten, 2006, p. 220) and the constellation of claims around the founders, organization and market
opportunity of an entrepreneurial entity that gives meaning to the questions of ‘who we are’ and ‘what we do™ (Navis &
Glynn, 2011, p. 480). This “constellation of claims” produces a sense of self (Fisher et al., 2016).



without understanding the identity construction controversy at its core, sustainability policy and practice
development are bound to misfire. To address these deficiencies, our study aims to investigate how green
technology-based ventures seeking bank financing construct their organizational self-defining identity and
how this construction corresponds to how banks interpret the organizational identity of green technology-
based ventures in bank evaluation situations. Furthermore, this study explores subsequent processes of
organizational identity work, which green technology-based ventures undertake to strengthen and sustain
their organizational identity during critical fundraising processes.

This study makes several contributions. First, it identifies what we call “organizational identity
forces”, which explain why banks' interpretation of the organizational identity of green technology ventures
clashes and why ventures are forced to choose an alternative route in their fund-raising endeavors. This
implies that the micro-foundations of an organizational identity as a green technology-based venture are
essential when seeking funding, and we pinpoint the conditions that indicate why this is so. In
consequence, our findings extend previous research on organizational identity in entrepreneurial
organizations (e.g., Albert and Whetten, 1985; Hatch and Schultz, 2002) and the organizational identity
of sustainable entrepreneurs (Cesinger et al., 2022; Fischer et al., 2020). We specifically contribute by
theorizing and evidence on the micro-foundations of identity constructions and, thus, show the origin of
how external interpretation of the hybrid-identity organizations' internal self-defining identity may create
contradictory standpoints in funding situations. Furthermore, we extend our understanding of how green
technology-based ventures undertake identity work to mitigate and override the contradictory identity
interpretation of the banks on whose identity approval the ventures are dependent. Although our study
cannot be considered definitive, our most significant contribution lies in demonstrating how actual
organizational identity work in green technology-based ventures is carried out — a theme that has not
been previously explored in the sparse literature on organizational identity work.

Third, in the sustainable entrepreneurship field, we contribute with novel insights into organizational

identity work processes by drawing on the organizational identity framework that has been less used in



the past but is garnering increased interest in recent entrepreneurship research. Specifically, we
emphasize social elements and provide a socialized explanation of the banks’ assessment work on green
technology-based ventures in which agency-based explanations are restricted (Grimes, 2010; Pinkse and
Groot, 2015). We believe this portrayal offers new insights into funding situations concerning sustainable
entrepreneurship, which are relevant for both policy and practice. Indeed, the majority of existing studies
that focus on financiers’ assessments of green technology-innovating ventures have been built on agency
theory (Arthurs and Busenitz, 2003), which disregards the social nature of the assessment work in
complex and incongruent decision environments (Bruton et al., 2010; Shane and Cable, 2002).
2. Theoretical framework
2.1 Organizational identity work and sustainable entrepreneurship

We employ a social constructionist perspective by viewing organizational identity as a relational construct
—the “collective understanding of the features presumed to be central and continuous, and that distinguish
the organization from other organizations” (Gioia et al., 2000, p. 64). Furthermore, organizational identity
is a self-referential understanding of “who we are as an organization” (Albert and Whetten, 1985; Ashforth
and Mael, 1989; Berger and Luckmann, 1966; Corley et al., 2006; Mead, 1934) (hereafter called self-
defining identity), meaning that identity is something we do and not something we have (Harrison et al.,
2018; Shotter, 2010). Concurrently, organizational identity work relates to the various forms of agentic
“‘work” processes undertaken to create, sustain, and adapt the organizational identity (Kreiner et al.,
2015). Kreiner and Murphy (2016, p. 411) describe these as the “comprising, discursive, cognitive, and
behavioral processes that help individuals and collectives create, sustain, share and/or change
organizational identity”. Accordingly, constructions of organizational identity are viewed as being
“subjectively and inter-subjectively understood” (Lindgren and Packendorff, 2009, p. 30), which, in the
sustainable entrepreneurship domain, may imply that the way these entrepreneurs define and present
their ventures and the way stakeholders interpret and perceive their ventures are inextricably linked

(Hatch and Schultz, 2002; Scott and Lane, 2000). Therefore, organizational identity work processes may



be understood as negotiated between internal and external stakeholders. The unpacking and provision of
a better understanding of the organizational identity of sustainable entrepreneurial venturing comes from
understating the common set of “goals, missions, practices, values and actions (as well as a lack of
actions) [...] that shape the organizational identity and differentiates the organizations in the eyes of its
stakeholders from other organizations” (Scott and Lane, 2000, p. 44). The associated identity work,
therefore, calls for a distinction between two sides: organizational self-defining identity (internal side) and
identity interpretation of others (external side) (Kouamé et al., 2022; Kreiner et al., 2015; Leitch and
Harrison, 2016; Watson, 2009).

Organizational self- defining identity work reflects the identity of the venture that the entrepreneurs
create. It concerns the internal processes for making sense of “what kind of organization it is” and “what
it aims to achieve”. From this perspective, attaining sustainable and economic outcomes are essentially
linked to sustainable entrepreneurial ventures’ self-defining identity (Gast et al., 2017; Gregori et al.,
2021), and identity work processes are linked to repeatedly interpreting, shaping, and reifying “who we
are” and “what we do” (Kouamé et al., 2022; Navis and Glynn, 2011). Therefore, central to the ventures’
endeavors to promote profitable sustainable entrepreneurship is their identity work, which channels their
understanding of who they are and what their place in the world is.

The limited but upcoming stream of research on organizational identity work in sustainable
entrepreneurship highlights the particular challenge of sustaining a hybrid identity, in terms of combining
sustainability-driven values and profit-seeking values (Guan et al., 2020; York et al., 2016). Given this
hybridity, their ambitions involve striving to achieve sustainability impacts beyond regulatory compliance,
whilst seeking entrepreneurial profit. This refers to “an innovative, market-oriented and personality-driven
form of creating economic and societal value by means of break-through environmentally or socially
beneficial market or institutional innovations” (Schaltegger and Wagner, 2011, p. 6). While traditional
entrepreneurship is built solely on for-profit value creation, sustainable entrepreneurship extends the

normative foundation of ventures to include economic and sustainable values that are generative and



equally important. This type of hybridity is often seen as two conflicting and contradicting domains that
are challenging to manage and interpret (cf. Fischer et al., 2020; Glynn, 2000; Pratt, 2016). Indeed, prior
research has emphasized the particular challenges in resource mobilization in terms of member
identification and commitment to an organization (Foreman and Whetten, 2002; Kouamé et al., 2022),
human resource practices, such as recruitment and selection (Hsu and Elsbach, 2013), dysfunctionality
(Ashforth and Reingen, 2014), and meeting the potentially conflicting claims of external stakeholders with
the risk of mission drift (Grimes et al., 2019).

The nature of sustainable entrepreneurship is to deviate from conventional and unsustainable
mainstream businesses — that is to say, breaking industry norms concerned solely with the for-profit
rationale of starting and running a business. This deviation may influence the interactions and exchanges
with banks and the social embeddedness of these ventures (Demirel et al., 2019), triggering salient
organizational identity work (Kouamé et al., 2022; Leitch and Harrison, 2016). Expectations stemming
from the normative backdrop of industry and incumbent practices may run counter to what the ventures
aim to achieve — namely, to positively influence sustainability beyond regulatory compliance. This may
depend on co-creation with multiple stakeholders including banks, and the will to commit resources to
disruptive changes beyond current market conventions. Consequently, organizational identity work is not
a process that takes place in a vacuum. It is influenced by the identity interpretation of important external
stakeholders, such as banks.

From the perspective of external stakeholders’ interpretation of an organizational identity, the
organizational self-defining identity echoes the banks’ perceptions as expressed in the interpretations
they make of the hybrid identity of green technology-based ventures. This encompasses the banks’
perspective on the nature of venturing and how ventures are perceived in the context of institutional and
normative influences (Anderson and Starnawska, 2008; Watson, 2009). Hence, organizational self-

defining identity work processes relates to the external interpretations of an organizational identity.



In the sustainable entrepreneurship domain, external identity interpretations clarify what it means
to be such an organization from a banking perspective. Banks, including those with impact missions, are
able to frame sustainable entrepreneurship in their own way and identify what such venturing means to
stakeholders (Cope, 2005). Because of this, Lounsbury and Glynn (2001) (p. 554) note that a key
challenge for ventures is “to establish a unique identity that is neither ambiguous nor unfamiliar, but
legitimate”. Therefore, an organizational identity is socially constructed in a process of reflecting and
mirroring the self-identity in an interplay with stakeholders’ interpretations of that identity.

Given the dual missions of sustainable entrepreneurship, venturing may require breaking with
conventional praxis and normative expectations of entrepreneurial activities. Such out-of-the-box activities
may generate additional challenges for new ventures who are pursuing sustainable entrepreneurship to
achieve stakeholder legitimacy and credibility (O'Neil and Ucbasaran, 2016; O'Neil and Gibbs, 2016) and
to align with socially accepted norms and conventions (Demirel et al., 2019; Meek et al., 2010). The norm-
breaking identity of green technology-based ventures may, therefore, impose even harsher restrictions
on accessing critical resources, such as financing. When engaging with important financiers, such as
banks with an impact mission, these ventures may encounter challenges related to identity work that goes
beyond the challenges that new ventures generally face (Bergset, 2018; Maldonado-Bautista et al., 2021).

2.2 Organizational identity work and access to finance
While any new venture may find difficulty in securing access to finance, green technology-based ventures
may experience several additional challenges. First, there is often a need for upfront financing in long-
term and resource-intensive R&D processes (Fisher, 2020; Vernay et al., 2020). Furthermore, there is a
need to engage in innovative sustainability impact generation beyond conventions and what may be
currently required by the regulations. To gain financial legitimacy, organizations with a hybrid identity may
need to make significant compromises. In fact, Delmar and Shane (2004) stress that, because new
venturing is inherently constrained by liabilities of newness, there is a particular need for ventures to

comply with conventional industry norms to prove their relevance and trustworthiness. Similarly,



Maldonado-Bautista et al. (2021) argue that, when focusing on the funding incentives of financial
stakeholders, profit maximization is central to accessing external funding. For these reasons, green
technology-based ventures may run counter to conventional business practices and industry norms, which
will inevitably be reflected in challenges to induce banks to commit funding (D’Orazio and Valente, 2019),
including banks with an impact mission (Hehenberger et al., 2019).

As aresult, the scarcity of external funding available for green technology-based ventures is acute.
Indeed, the reluctance of banks to provide such venture finance is regularly explained by overly simplified
references to high risk and uncertainty (Scholtens and van't Klooster, 2019). As a consequence, less
attention has been directed to understanding the underpinning micro-dimensions that inform banks’ credit
assessments and decision making. This includes the interpretation of the organizational identity of green
technology-based ventures, which, in other related research avenues, has provided a deep and
complementary understanding of the reluctance of financial stakeholders to provide finance. This is, for
example, associated with gender bias (Cozarenco and Szafarz, 2018; Kanze et al., 2018) stakeholder
orientation (Maldonado-Bautista et al., 2021), stakeholder emotional resonance (Kouamé et al., 2022)
and the field ideology of impact investments (Hehenberger et al., 2019). Omitting the need to understand
sustainable entrepreneurship as deviating from traditional entrepreneurial for-profit assumptions — and
thereby not fitting well with credit assessment traditions — raises a particular concern in the wider context
of mobilizing resources for sustainability transitions (He and Baruch, 2009) and getting financial actors
including banks with an impact mission to commit to such ends (Hafner et al., 2021; Trippel, 2020).
Therefore, we need to better understand the micro-foundations of the organizational self-defining identity
and the associated identity work of sustainable ventures in venture-bank exchange situations.

3. Method
3.1. Research Context
We explored the organizational identity and associated organizational identity work of 16 entrepreneurial

ventures seeking bank loans. The unit of analysis was the micro-foundations of their organizational



identity. Specifically, we explored the organizational identity work processes in green technology-based
ventures, actively involved in seeking external funding to lever venture growth and further market
expansion. The ventures belong to the bio-based process industries developing radically new technology
solutions to replace fossil-based processes and products with the use of renewable bio-based fuel,
energy, chemistry, and materials in global B2B markets. Consequently, the sustainability profiles of
ventures in providing novel green technology that has a potentially transformative impact are apposite
entrepreneurial subjects to study. Other characteristics at an organizational level are that all ventures,
with one exception (large enterprise), are classified as small and medium-sized enterprises (SME)
(European Commission, 2015), founded and managed by entrepreneurs with specialized expertise in
high-end engineering and extensive experience in the bio-based process industry (10+ years). Two
ventures have female founding entrepreneurs corresponding to 12.5% of the sample. The remaining
87.5% of ventures are founded exclusively by males. As a funding preference, debt funding is a priority
choice over new equity funding due to its long-term and non-dilutive nature (Myers and Majluf, 1984).
Following the funding preference of these ventures, three leading lending institutes operating in the Nordic
market were selected as exemplary financial actors because of their dominant market position as lenders
to small and medium-sized businesses and their explicit commitment to UN and European sustainable
finance frameworks and the promotion of green impact-generating venturing.

In this bank fund-raising setting, we explored the ventures’ self-defining organizational identity and
banks’ interpretation of the same. Furthermore, we investigated how the ventures engaged in identity
work to strengthen, sustain, and balance the self-defining identity with the banks’ identity interpretations.
Importantly, organizational identity work is likely to be of particular salience among these ventures
because long-term survival is unlikely without external funding. Here, organizational identity is under a

real threat (Corley et al., 2006; Kreiner and Murphy, 2016; Whetten, 2006).



3.2 Boundary Conditions from the Research Context

The boundary conditions (Busse et al., 2017) in this study reflected our sampling decisions to find
theoretically suitable cases (Eisenhardt and Graebner, 2007; Glaser and Strauss, 1967). Referring to the
research context described above, our subsequent theoretical predictions may not apply beyond the type
of entrepreneurial ventures we studied, who sought finance from funders other than banks with an impact
mission. First, we investigated the organizational identity and associated work processes of green
technology-based ventures with a high degree of technology intensity in the early stages of venture
growth. Therefore, our theorizing may not extend to mature ventures with a low degree of technology-
intensive ventures.

Second, the ventures operate in B2B markets in bio-based process industries, so our theorizing
may not extend across markets to, for example, B2C markets and industries. Third, the ventures are
founded and managed by a team holding a high degree of technology specialization and senior industry
expertise, which is why our theorizing may not extend to junior and less specialized founding teams.
Finally, in this study, we focused on organizational-identity work during fundraising — the outcome of which
may determine the future growth opportunities of the venture — where organizational identity work is likely
to have salience, since a lack of access to external funding represents a real organizational identity threat
(Whetten, 2006). Therefore, our theorizing may not encompass organizational-identity work processes
that are less exposed to an organizational-identity threat, as in the case of low dependency on external
funding for organizational continuation and growth.

3.3 Empirical Data

In total, 39 semi-structured interviews were conducted in this study (Eisenhardt, 1989). These included
30 interviews in 16 selected technology-based green ventures, and 9 interviews in 4 leading financing
institutes with an impact mission. The founders and top managers representing the ventures have
positions of major influence on the organizational identity construction and work processes due to their

key role in starting and operating the ventures and currently managing the associated external fundraising



processes. The banks were represented by senior credit managers with experience in credit-assessment
processes and lending to small and medium-sized enterprises. Importantly, all credit managers had
experience of assessing green technology-based ventures, commonly called “‘impact ventures” in
practice.

The ventures’ fundraising was followed over a period of 18 months, resulting in approximately 35
hours of interviews that were recorded and transcribed (Kvale, 1994). The semi-structured interviews
were organized as follows: i) a short presentation of the overall study and the interview technique; ii)
provision of confidentiality to enable trust and openness during the interviews; and iii) the use of an
interview guide with a set of prefixed themes that were flexible enough to allow for follow-up questions
and the exploration of emerging themes that were new but remained relevant to the study. The underlying
purpose was to create a trustful setting for the interviews (Kvale, 1994).

Secondary data were collected from a mix of sources to complement the primary data (Patton,
1999). These included annual reports, policy documents, funding application forms, public reports,
videos, internal reports, internal strategy documents, articles, and web pages. The data were collected
from various sources supported the coding process and were used for triangulation of the collected
interview data.

3.4 Data analysis

The data analysis followed a stepwise and iterative process of coding and data collection to explore
emerging codes, themes, and overarching categories (Charmaz, 2014), and it was based on data from
typical cases in real-life settings (Yin, 2003). A systematic and structured procedure was adopted,
expanding from the initial coding of raw data into a higher level of selective coding and conceptualization.
The analytical procedure was structured to recognize patterns, similarities, regularities, and any significant
absence of the same (Corbin and Strauss, 1990) — and to derive higher-order themes from lower-order
categories, see Figure 1. Based on our intention to obtain an empirical understanding of how technology-

based green ventures construct their organizational identity, engage in organizational identity work, and



align/misalign with how banks interpret their organizational identity, our analysis was guided by an
investigation of particularities and specificities. To enhance rigor and theoretical sensitivity, the data were
recurrently analyzed to confirm their appropriateness. The analysis also included collegial peer-review
processes. To analyze the data beyond description, the cases were considered as a whole and not in
isolation. Hence, externally influencing factors were included and given due weight. Complementary data
sources provided a variety of empirically grounded perspectives and relevant aspects that supported
emerging interpretations and conceptions. The analysis aimed to generate generalizable findings within
the boundary condition of the research context presented above, based on the representativeness of the
entrepreneurial subjects and the coherence of emerging concepts (Corbin and Strauss, 2014).

Coding was the basic analytical process throughout the study. The three types of open, axial, and
selective coding were applied accordingly (Corbin and Strauss, 1990) and carried out in multilayer steps.
The practical coding procedure started with first-order coding, which identified keywords, activities,
processes, and routines. All sources of data were analyzed with the same type of coding scheme, which
regulated the process as a whole. The initial steps of open coding included tentative labeling of concepts
and emerging categories. The axial coding that followed grouped emerging categories into themes based
on similarities and relatedness. A higher level of conceptualization and abstraction of data was analyzed
using selective coding, identifying second-order themes and overarching dimensions. The analysis was
sensitive to real-life experiences reflecting the ventures’ social embeddedness and involvement in
decisive fundraising during their early stages of venture growth. The ventures are coded as C1-16,
financiers as F1-3, and PPF 1-12.

---Insert Figure 1 about here.—



4. Findings
Our analysis of the reporting of official and governmental agencies regarding the venture’s financial
status, both current and historical, show medium to very low financial risk — a criterion generally
considered an important pre-condition for achieving financial legitimacy and seen as a prerequisite for
approving credit (UC, 2023). These exact criteria reports are the same reports used by the leading lending
institutes in their credit assessments.
---Insert Table 4 about here.---

Overall, our analysis reveals contrasting, and to some extent, contradictory organizational identity
work carried out by the green technology-based ventures, compared with the meaning that commercial
banks imbue in these ventures’ organizational identity when making credit assessments. Consequently,
we found an almost dichotomous relationship between the ventures’ self-defining identity and the identity
interpretation by the banks. This creates an incongruity in the expectations of banks with an impact
mission concerning what they perceive as fundable venturing. The result is repeated rejection of these
ventures’ bank loan applications. Overall, the entrepreneurs perceived themselves as pursuing
pioneering, impact-generating venturing when developing disruptive technologies with the potential to
exert a transformative impact. They consider these pursuits as matching the goals of banks that have an
impact mission. However, the identity interpretation of these banks reveals a contrasting view, which
assesses the ventures as non-fundable, despite complying with basic requirements on financial standing.
These identity interpretations stand in stark contrast to officially communicated statements from the banks,
which clearly state their intention to take a leading role in the transition to sustainability. For instance, the
banks express their ambition to contribute to “real world impacts through our corporate customers” and
“the transition to more sustainable economies and societies will require substantial financing — and as a
bank, we have a key role to play”, and “we are proud to help SMEs sustainability transformation with
green loans and advice — ultimately achieving lasting reduction of CO2 emissions”, and “we aspire to be

the top ranked sustainable finance bank’.



Below, we delineate how these contrasting views came about. Here, the organizational identity

work related to the four micro-foundations are presented in greater detail.

4.1 Micro-foundations of organizational identity work

4.1.1 a) Social relatedness: Self-categorization by technology-based green ventures as sustainability-
impact-oriented change agents.

To begin, our findings point to the micro-foundation that we call identity relatedness, which refers to the
identity work commonly undertaken by the ventures to situate themselves in a wider social context of
sustainability-oriented change agents. These identity work processes involve: i) participating in emerging
sustainability-oriented and R&D-oriented ecosystems: ii) forming novel cross-industrial collaborations and
cross-cutting knowledge sharing: and iii) promoting green regulatory and policy actions.

By participating in emerging sustainability-oriented and R&D-oriented ecosystems, all of the
ventures engaged in identity work to gain belongingness and momentum in the early stages of venture
growth. They primarily aimed to mitigate the vulnerabilities experienced in being “outsiders” with reference
to incumbent industry structures, which is why the majority of the ventures actively searched for and built
relationships with “like-minded” ventures with whom they experienced a common ground and identity
sameness. Statements such as the following illustrate this point:

“it’s been very important, to be included in a context where we, together with other partners, share the
idea that sustainable development is critical and a long-term investment”. These processes included
active participation in sustainability-oriented business ecosystems to obtain belongingness within green
industry clusters, incubators, accelerators, and various entrepreneurial platforms. These identity work
processes highlight the importance of actively strengthening the self-defining identity, demonstrated by
the ventures’ continuous work on belonging, attempting to achieve a social fit, and participating in network-
sharing identity claims.

When engaging in forming novel cross-industrial collaborations and cross-cutting knowledge

sharing, the ventures aimed to establish group relationship-building processes, as exemplified in a web



of dynamic, contemporary industry-spanning collaborations. In these identity work processes, the majority
of the ventures became well affiliated and integrated, commanding leading positions and earning
recognition. This was supported in statements such as: “we engage in a web of contemporary
collaborations with a mix of industrial, academic, and political parties” [...] and we are very much the
network creator that makes them all work together”. This work provides the ventures with a baseline for
their own identity to materialize, grow stronger, and from which to build organizational self-efficacy. For
instance, the ventures gained central roles by connecting actors from traditionally separated industries,
such as forestry and electronics and, thus, created new cross-industrial value chains and cross-cutting
product development. By engaging in these processes, the ventures gained a premium social status due
to their leading-edge ideas and sustainability-oriented technical expertise, which confirmed their place in
the inner circles of radical technology development, private-public research partnerships, and initiatives
on sustainable policy development.

By promoting green regulatory and policy actions, all of the ventures proactively participated in
different lobbying forums to endorse new financial and legal instruments that could enhance their
attractiveness in emerging green markets and, in addition, sustain and strengthen the entrepreneurial
impact-generating opportunities on which their organizational self-defining identity rested. Common
expressions underscoring the importance of getting involved stated that: “participating in the promotion of
global regulatory measures creates a demand for our technology, and that is super important for us’.
These processes include, for instance, advocating for subsidies, tax reliefs, and standardization
processes. Among such groups, the ventures are widely acknowledged and publicly rewarded for their
initiatives, technology breakthroughs, and potential sustainability impact. The proactive and activist nature
of these group processes underpin their identity work, triggered by their perceptions that regulatory and
policy actions are insufficient and inhibit progress with regard to sustainable industrial transition and
associated economic incentives — for example, emission rights to build future green technology market

attractiveness.



4.1.1  b) Banks’ interpretation of the technology-based green venture's social relatedness: An
unconventional and socially distant business context.

Our analysis shows that the banks’ assessment of the ventures’ identity-relatedness differs in two
important ways, resulting in a view of them as: i) deviating and atypical, compared to what banks typically
view as a viable business context, and i) associated with a non-commercial value proposition. This shows
that the banks' interpretation stems from the view of conventional bank clients, which disregards the
financial viability arising from the ventures’ self-defining identity and the associated identity work at the
group level.

When assessing the ventures’ context as deviating and atypical compared to what banks typically
view as viable business contexts, it means that, at the group level, the ventures are viewed as belonging
to a group of clients that the banks assess as unconventional. All of the bankers frequently highlight the
unusual and unfamiliar nature of sustainability-oriented impact ventures compared to conventional, solely
for-profit ventures that the banks regularly assess and fund. While the bankers recognize their overall
aspiration to support these impact ventures, in practice, they exclude them from their list of targeted and
prioritized clients. The bankers typically expressed that: “we work proactively to look for interesting cases,
but these types of ventures end up outside our internal priority lists of potential prospects [...] we do not
see these ventures in our screening”. In other words, green technology-based ventures are perceived as
“cold prospects” by the bankers and not “on the radar” for offers of finance because they fall outside the
clients that the bankers are directed to focus on, or outside the bankers’ social contexts. Hence, these
ventures are considered non-fundable.

Concluding that the ventures are associated with non-commercial value appropriation, the banks
commonly base their assessment on an interpretation that the social belongingness of the ventures is
unconventional. They then assume that the value attached to these groups is associated with
sustainability outcomes over commercial goals. In consequence, the bankers anticipate that these
ventures may “neglect” profit seeking and not initiate viable economic and value-capturing mechanisms.

The bankers, therefore, commonly interpret the ventures' social embeddedness as the pursuit of non-



profit activities primarily. Bankers commonly stated that: “the motivation should not only be the impact,
but also to build a financially profitable business [...] which is an important parameter for us”. Instead of
seeing social embeddedness as a badge of credibility and legitimacy, its unconventional character and
sustainability-driven motivation are perceived as symptomatic of the lack of a profit-seeking agenda.

By assessing the identity relatedness of ventures as outside the scope of the bank's prioritized
investment interests and as lacking embeddedness in conventional industry contexts, these ventures are
perceived as a misfit with the banks’ for-profit assessment praxis. Generally, bankers expect ventures to
refrain from applying for bank loans as a signal of respect and understanding of the banks’ modus
operandi. Whenever bankers, in exceptional cases, decide to depart from traditional assessment
procedures for sustainability reasons, they feel compelled to adapt their established credit-assessment
framework to include a non-standard set of “impact-related” parameters if they are to make sense of the
ventures and their associated business contexts. Deviating from the standard assessment procedure,
however, is considered a demanding and time-consuming process, commonly described as an attempt
to square the circle — in other words, manipulating the assessment criteria to better align with the
contextual conditions and characteristics of ventures. This serves to confirm the view that this type of
venturing is exceptional in the eyes of the bankers, and it tends to undermine the bankers’ perceptions of
the ventures’ financial standing and the questioning of their general financial viability concerning “who
these ventures are” and “whether their business context can be assessed as a for-profit asset”.

4.1.2 a) Sustainability-driven technology: Green technology development with potentially
transformative industry effects.

A second micro-foundation emerged, which we label sustainability-driven technology. This refers to what

is at the core of the organizational identity in terms of the unique set of resources and collectively valued

operations, competencies, and expertise that positions the ventures as industry leaders in their technology

niches. Accordingly, three identity work processes seem particularly important including: i) committing to



pioneering transformative green technology development; i) engaging in green R&D processes; and iii)
demonstrating green technology leadership.

By committing to pioneering transformative green technologies, the ventures materialize their mission
to replace unsustainable industrial practices. The ventures thereby gain technology legitimacy and are
repeatedly recognized as world leading in their niche. This was evident in statements such as: ‘this is a
completely ground-breaking technology — a new way of thinking”. Furthermore, by continuously
incentivizing organizational learning and absorptive capacity by, for example, recruitment and promotion
of organizational members with a high degree of technological specialization, senior industry experience,
and demonstrated sustainability ambitions, the ventures strived to remain true to their intentions to
advance technologically beyond established conventions and to achieve technological credibility when
exploring new green-technology territory.

By engaging in green R&D processes, the ventures purposefully aimed to continuously elevate their
technology expertise and core competencies. The entrepreneurs commonly sought to enable novel
combinations of traditionally idiosyncratic and separated technology domains, implying a high degree of
scientific creativity. Statements such as the following illustrate this point: “there is always an underlying
optimization opportunity in this type of technology development [...] which means that we will be an R&D
company for a long time to come”. These identity work processes emphasized the importance of allocating
financial resources to maintain a commitment to green R&D processes, aiming to continuously push the
boundaries of technological breakthroughs in furtherance of sustainability impacts. By extension, the
ventures commonly found such identity work processes important to ensure robust and competitive green
technology offerings, upon which their ventures’ market attractiveness and competitiveness depend.

Through identity work processes associated with a demonstration of green technology leadership,
the ventures consistently emphasized the significance of securing intellectual property rights. These rights
allowed them to influence the diffusion and implementation of the technology and, equally importantly, to

attain a fair share of the economic benefits stemming from its future application. This was underscored



by an entrepreneur: “We need to be able to protect the future patents in our technology development to
succeed in the long run”. Such identity work processes significantly contributed to financial sense making
by becoming involved in green technology development. Consequently, intellectual property rights were
regarded as the most critical assets to deliver economic outcomes of their ongoing green R&D processes.
4.1.2  b) Banks’ interpretation of sustainability-driven technology: Transformative green technology as
deviating from conventional industry best practice.

Our findings suggest that, from the banks’ perspective, the assessment of the ventures’ sustainability-
driven innovation centers on their deviation from conventional industry best practices, which includes: i)
sustainability-driven technology as lacking market attractiveness, and ii) deviating from conventional and
incremental industry R&D processes that banks typically fund.

When associating sustainability-driven technology as lacking in market attractiveness, the banks
commonly interpret the sustainability-driven nature of the venture's green technology as to far beyond the
conventional market demand. All of the banks acknowledge the ventures’ aspiration for technological
leadership and advancement as potentially intriguing but remain hesitant to provide funding because of a
perceived lack of alignment with conventional market demand and industry application. This perception
stems from concerns that the sustainability-driven technology may prove to be inferior because of its
limited track record in mainstream industrial applications. This was expressed by bankers’ statements
such as: “Although this particular technology may be the very game changer and have a very positive
impact, we are currently not ready to fund just because of that”. The prevailing bank perspective reflects
a perceived business risk associated with an assumed lack of market demand for the green technology,
which is why the banks are reluctant to approve funding. Consequently, this reluctance starkly contrasts
with the banks’ overall stated intention to assume a leading role in sustainable finance frameworks and
promote sustainable ventures with impact-generating technology that may potentially transform

industries.



The banks’ interpretation of green technology as a deviation from the conventional industry R&D
processes that banks typically fund erodes trust in and reliance on official and annual reports regarding
the financial status of these ventures. It results in the perception of green technology as beyond the scope
of their funding priorities. This perspective is evident in the banks’ credit assessment process, where they
closely examine the degree of compatibility of the green technology with conventional industry practice.
When found to be deviating from conventional industry processes and routines, the fulfillment of traditional
financial requirements, such as loan-to-value ratio, collateral available, and financial solvency, are given
less weight. Consequently, these indicators are no longer considered valid measures in the credit
assessment process. While the banks acknowledge that a deeper and more nuanced understanding of
the ventures’ green technology would potentially increase the ventures overall fundability, such
assessment routines are not yet established in the banks’ assessment frameworks. A common
explanation expressed was that: “technology validation may be extremely demanding [...] we don't have
the capacity and should not have the capacity to go into details”. Furthermore, in exceptional cases where
funding has been provided, the subsequent bank work involves extensive maintenance and follow-up
work to ensure the ventures’ progress, the value of collateral, and their compliance with contractual
covenants.

4.1.3 a) Entrepreneurial autonomy motivation: The pursuit of novel sustainable entrepreneurship.
As a third micro-foundation, the entrepreneurial autonomy motivation is found to be associated with the
pursuit of novel sustainable entrepreneurship. Essentially, the ventures aim to balance sustainability
impact generation and economic outcomes as synergetic and coexisting in their value creation. In doing
s0, the underpinning identity work processes crucial for this rationale include: i) opportunity screening on
upcoming sustainable markets; ii) organizational flexibility, adaptiveness, and entrepreneurial alertness;
and iii) engaging in sustainability-driven capacity-building processes.

Through the processes of opportunity screening on sustainable markets, the identity work

processes strengthen the motivation to develop green technology market offerings beyond established



conventions. These value-creation processes involve making sense of investing in efforts to recognize
early signals of sustainability challenges as viable business opportunities and permit the development of
business cases under conditions of uncertainty. This was evident in statements such as: “Working
proactivity on the market is an important prerequisite for us and enables us to keep on top with the latest
technology development and sensing the future need on the market’. Essentially, these identity work
processes solidify proactive entrepreneurial activities, where unsustainable industry practices are
identified as a prioritized arena for business opportunities. All of the ventures emphasize this as a key
self-defining identity referent by considering the innovation of green technology solutions in anticipation
of future market demand as demonstrating their commercial viability.

By remaining organizational flexibility, adaptiveness, and entrepreneurial alertness, the identity
work processes aimed to achieve organizational fitness in a dynamic and rapidly changing environment.
These processes typically involve continuous re-evaluation and adaptation of ideas, operational routines,
and collaborative learning processes. Their purpose is essentially to sustain autonomy, to operate beyond
incumbent conventions, and to avoid organizational rigidity. All ventures considered these identity work
processes as critical but highly demanding in that they required the management of potential conflicting
interests between internal and external stakeholders. This was evident in statements such as: “We are
very concerned about keeping our organizational flexibility since we are operating in a fast changing and
complex environment, which is not compatible with a rigid organizational structure”. Sustaining
organizational flexibility, adaptiveness, and alertness is a significant prerequisite for competitive
advantage and remaining true to their entrepreneurial “spirit”.

Engagement in sustainability-driven capacity-building processes centers on the ventures’
aspiration to secure a leading position in their industry niches and associated green technology value
networks that are emerging. Achieving this necessitates long-term financial planning to attain the targeted
return on investment, the formalization of strategic alliances, and extensive cross-industry partnerships to

facilitate collaborative value creation. Such an endeavor is described by all of the ventures as both



complex and demanding, but a necessity to achieve financial viability and to foster real-world impactful
sustainability outcomes. The associated identity work processes, which involve maintaining an
organizational commitment to leveraging the phase and scope of capacity building, are critical. This
positioning of the venture is growth-oriented, and it simultaneously embraces long-term sustainability
impact generation in parallel with both short-term and long-term financial returns. This point is illustrated
by the following statement: “The horizon for payback or reaching the market is a bit further away than for
traditional ventures [...] why external funding needs to come in at an earlier stage and inherently involves
risk”. Itis a type of capacity-building process that all of the ventures contend is significantly different from
conventional technology capacity-building processes, which rely on incremental innovations and well-
established technology trajectories, resulting in potentially quicker repayment cycles.

4.1.3  b) Bankers’ interpretation of the ventures’ entrepreneurial autonomy motivation: The pursuit of

novel sustainable entrepreneurship as a deviation from conventional entrepreneurship.

Our analysis shows that the banks’ assessment of the ventures' entrepreneurial autonomy motivation
leads them to consider the ventures’ pursuit of sustainable entrepreneurship as a deviation from
conventional and preferred profit-seeking entrepreneurship because of: i) perceptions that the ventures
lack conventional market orientation, and ii) impact-generating newness as a liability causing a business
risk premium. This perception adds to the banks’ assessment that the ventures have limited financial
credibility and are, therefore, not fundable.

Merely attending to sustainability-driven novelty, which is inherent in the ventures’ sustainable
entrepreneurship, is perceived as a lack of market orientation. The reluctance to assess sustainability
challenges as viable business opportunities and emerging sustainability markets as financially interesting
is, according to all of the bankers, motivated by the lack of verified market demand and commercial
potential. From a banker's perspective, the innovation of sustainability solutions including green
technology is not based on a market-pull scenario but is driven rather by a policy push and dependent on

shifting policy interventions. The bankers tend to assume that such market conditions are a lack of



financial attractiveness and conclude that, “it’s a bet [...] because the risk of being completely dependent
on the current political position is, that it may fluctuate over time, meaning that something that is green
today may not be green tomorrow”. This contributes to the perception of sustainable entrepreneurship as
a business risk based on the perceived volatility of sustainable markets, which indeed contradicts the
banks’ aspirations to promote pioneering sustainable ventures and to take an active role in developing
sustainable markets.

The bankers tend to consider impact-generating newness as a liability causing a business risk
premium in the banks’ assessment processes, despite their mission to support new and impact-generating
venturing. This presents significant challenges in interpreting the merits of the founding team, the
organizational achievements thus far, and the reliability of financial forecasts. It underscores the issue of
novelty that banks must consider in assessing these ventures. Consequently, this process tends to add a
risk premium when assessing sustainable ventures. This was evident in statements such as: “A venture
that will contribute to sustainability is positive, but it's much more difficult to assess, and associated with
a higher risk premium than a ‘brown’ company, that is already a client to the bank, and wants to make a
sustainability journey”. In comparison to traditional bank venture clients, these ventures tend to require
banks to apply a yet missing “sustainability lens” in the assessment process, which the bankers perceive
as beyond their funding priority.

4.1.4 a) Sustainability-driven venturing grit: Sustainability impact generation as a core value.

The micro-foundation of sustainability-driven grit centers on the core organizational values of achieving
substantial sustainability impacts and financial returns through the innovation of green technology. The
associated identity work processes aim to inform and strengthen the identity grit by maintaining focus on
sustainability impact generation based on: i) a set of internally agreed sustainability principles (from
science-based sustainability frameworks — for example, Planetary Boundaries and the UN Agenda 2030;
i) applying the sustainability principles while providing competitive market offerings and ensuring long-

term organizational growth.



By anchoring the organizational identity to a set of internally agreed sustainability principles, the
identity work processes help ventures to sustain their organizational mission and to ensure internal
consistency when operationalizing sustainability principles that are relevant to their industry niches.
Moreover, these processes aim to establish a common stance and a “decision-making lens” through which
collective decisions on the ventures are negotiated. This entrepreneur’s statement illustrates the point:
“This venture rests on our ambition to achieve something meaningful, contributing positively to our earth.
This is why we already from the start aimed for a value-based venturing [...] and to develop new products
aligned with the principles of sustainable development” Additionally, the ventures commonly experience
a sense of unity derived from their core sustainability values, fostering perseverance in the face of
conflicting interests, tensions, and potential paradoxes associated with the application of sustainability
frameworks during early venturing.

When applying sustainability principles while providing competitive market offerings and long-term
organizational growth, the ventures’ self-defining identity of “who we are” and “what we aim to achieve”
becomes especially evident. When facing complexities, exemplified by trade-off situations between short-
term economic returns and long-term potential sustainability impacts, or meeting customers’ requirements
to reduce sustainability concerns, identity work processes are triggered to achieve alignment between the
key stakeholders’ demands for short-term profitability and sustaining the self-defining core values. This
situation is illustrated by the following statement: “A shift in technology costs money, and what is costly
tends to be postponed. But what is positive is that our clients don’t need to replace their fossil-based
material fully but can use our material as a feed in, in smaller volumes”. Commonly, such processes
support the ventures in choosing technology that offers the maximum level of sustainability impact yet
remains within acceptable boundaries set by both clients and financiers.

4.1.4  b) Banks'interpretation of the sustainability-driven venturing grit: Sustainability impact generation

as a core value leads to a potential loss of financial returns.



The banks’ interpretation of the ventures’ sustainability-driven venturing grit seems to add constraints to
the bank’s credit assessment by:i) conflicting with conventional assumptions of financial return
prognostications, and ii) sustainability impact generation as disregarded in credit assessment
frameworks.

From the bank’s perspective, sustainability-driven venturing grit tends to be perceived as conflicting
with assumptions on financial return prognostications and, therefore, represents an unconventional
standpoint from what is typically considered a sound and profitable business orientation. When attempting
to assess the ventures’ impact-generating nature, the bank’s current “reactive-oriented” assessment
framework and expectations regarding “how to be a viable and sustainable business” adds to perception
of the ventures as deviant and challenging to assess. This is particularly evident in that banks typically do
not assume sustainability-impact generation as financially rewarding. This statement illustrates the point:
“These ventures may contain practically everything you really want from a bank customer [...] but we have
no parameters in the assessment procedure indicating that it is an impact-generating venture, it's purely
a check of financial parameters, which may be a bit misleading”. While bankers generally recognize the
ventures’ pursuit of sustainability impacts as a positive goal, they also perceive a potential conflict of
financial interest, diverting the focus of ventures away from short-term financial value appropriation. This
conflict of interest prompts bankers to raise fundamental concerns about the validity of ventures’
profitability and to associate their entrepreneurial efforts with a lack of commercial potential. The bankers
repeatedly emphasized that, if the ventures are perceived as prioritizing impact generation over financial
returns, the credit evaluation process is likely to yield a negative outcome.

Disregarding the value of sustainability impacts in credit assessments means that, in essence, banks
employ a negative sustainability screening procedure in their credit assessments. By doing so, they avoid
funding ventures with the potential to contribute to sustainability harm. Common expressions include:

“Sustainability is indeed increasingly included in credit assessments, but primarily from the perspective

that it is considered a risk to invest in something that is not perceived as sustainable”. In practice, this



translates into denying funding to ventures that have potential to bring about transformative effects. This,
in turn, further complicates the ventures’ identity by undermining the financial viability of their core
organizational values. The position adopted by banks is restrictive when it comes to including positive
sustainability screening in credit assessments. This aligns with their perception of the ventures’ potential
impact generation as lacking in economic rationality. Consequently, they are not considered suitable for
funding.

---Insert Figure 2 about here.---

4.2 The clash between the ventures’ identity work processes and the banks’ identity
interpretation processes.

The particular challenges of organizational identity work processes in green technology-based ventures,
therefore, appears to be linked to banks’ perception of the ventures as incongruent with their funding
criteria. Consequently, the banks’ interpretation processes have repeatedly resulted in the ventures being
deemed as lacking in financial legitimacy and, therefore, “out of scope” for credit loans. This, in turn, poses
a severe threat to the organizational identity of the ventures because they rely on external funding for
their growth. In effect, the clash between the ventures’ organizational identity and the banks’ identity
interpretations centers on exclusion.

Given the stark clash between “who the ventures see themselves to be” and “how the ventures are
expected to be”, the ventures perceive that, to align with the banks’ perception of what constitutes a
fundable venture, they are required to downplay or alter their identity claims concerning sustainability
impact generation and adopt a more conventional, profit-maximizing business orientation.

Altering their organizational identity to become less impact oriented and more mainstream business
oriented was seen by the ventures as a real threat and entailed several organizational challenges. First,
it would severely undermine the foundations of the organizational identity by diminishing activities
associated with the innovation of sustainability-driven technology, the pursuit of sustainable
entrepreneurship, and subsequently the achievement of real-world sustainability impacts. Second, it

would conflict with the social relatedness by severing the social ties with other “pioneering change agents”,



thus jeopardizing the ventures’ sense of belonging at a group level. Instead, the majority of ventures
resisted such major shifts in their organizational identity. However, they opted, to varying degrees, for
minor adaptations or partial modifications to meet the assessment criteria of banks. Essentially, this meant
reducing engagement in impact-generating technology development, while excelling in a parallel,
conventional, non-impact-generating technology development. However, such changes were found to
have considerable drawbacks, resulting not only in reduced impact generation but in decreased
competitiveness and financial performance.

As they internalized the banks’ identity interpretations — specifically, the need to be associated with
a lesser degree of sustainability-driven technology innovation and a higher degree of mainstream
businesses operations — the ventures were expected to engage in extensive and conflicting organizational
identity work to prove themselves worthy of receiving bank funding. Commonly, the ventures viewed these
expectations as evidence of the banks’ ignorance and exclusion because they essentially required the
ventures to act out of character.
5 Discussion
Our findings extend current understanding of organizational identity and financial resource mobilization in
the field of sustainable entrepreneurship by unearthing the almost dichotomous clash between how green
technology-based ventures perceive their hybrid organizational identity and how banks interpret their
identity. Drawing on the literature on organizational identity work, we shed light on these identity clashes
by revealing the micro-foundations of organizational identity in sustainable entrepreneurship, which
extends beyond economic self-interest. Specifically, we have theorized and provided evidence on the
micro-foundations of organizational identity work processes and, thus, shown how self-defining identity in
green technology-based ventures versus external identity interpretation may create contradictory
standpoints in funding situations (O'Neil and Ucbasaran, 2016; Pratt, 2016) and why ventures tackling
urgent societal challenges may face funding constraints by differing from conventional, solely for-profit

reasons. The self-defining identity of green technology-based ventures relates to being pioneering agents



of change, providing sustainability impacts for environment and society. In contrast, the banks perceive
these ventures as having conflicting organizational goals, lacking in commercial viability, and a
consequent assumed lack of financial return opportunities. These insights illuminate the real-life
complexities facing green technology-based ventures striving to achieve financial legitimacy. This
legitimacy is essential for survival and growth but presents challenges of remaining true to the venture’s
self-identity (Fischer et al., 2020). From the bank perspective, our study shows the lack of adaption or
change in credit assessment processes where functions to better assess green technology-based
ventures and generate a real funding impact are absent.

Importantly, our study carries novel implications, which complement conventional theorizing on
organizational identity in several ways. First, our findings extend the upcoming literature on organizational
identity in entrepreneurship and supports the reasoning that the organizational identity adopted by
entrepreneurial ventures is particularly influential during financial resource mobilization. Prior studies have
provided empirical evidence on achieving financial legitimacy as dependent on the ventures’ response
and adaptation to stakeholder claims and on active negotiation of their hybrid identity by responding to
institutional norms (Hdrisch et al., 2017). However, in contrast, our findings offer a nuanced explanation
as to why such suggestions may conflict with the realities of green technology-based venturing. Looking
through the lens of organizational identity theory, our research suggests an alternative route to develop
responsiveness to key stakeholders’ shifting demands (Eisenhardt and Martin, 2000) and expectations of
profit-seeking behavior (Maldonado-Bautista et al., 2021; York et al., 2016). In fact, this may amount to a
request to “act out of character” - a response associated with organizational identity mission drift (Grimes
et al., 2019). In the light of our findings, such mission drift may undermine the ventures’ organizational
authenticity. Primarily, this is because their hybrid identity is an irreversible, inherent component in the
organizational identity construction of ventures and essential to the organization’s existence. Second, it
contradicts the perceived necessity of establishing organizational legitimacy through actions that are

“desirable, proper, or appropriate within some socially constructed systems of norms, values, beliefs, and



definitions” (Suchman, 1995, p. 574) and, thereby, aligning with financiers’ claims on incumbency. Our
findings suggest that such a shift in action would dilute the essential core and autonomy motivation of the
ventures’ self-identity. It would disregard the vested interest of ventures in specialized technology
development and sacrifice their competitive advantages. Building financial legitimacy by achieving a fit
with conventional “business as usual’ approaches — namely, engaging in less sustainability-driven
technology innovation development — would mean deviating from who the ventures are as organizations
and, more importantly, what the organizations aim to achieve. Referring to Whetten (2006, p. 226), such
a change is akin to asking people to change their gender or ethnicity as: “perceived switching costs
associated with the replacement of these core identifying features are so high that the prospect of doing
so is, practically speaking, unthinkable”.

Furthermore, our findings build on prior research, demonstrating hybrid organizational identity
(Albert and Whetten, 1985; York et al., 2016) and hybrid venturing (e.g., Battilana et al., 2017; Zollo et
al., 2022), by illuminating the risk of acting in a manner destructive of value and incongruent with key
stakeholder interests. Moreover, our findings indicate that, to resolve the controversy surrounding the
identity and its causation, ventures may need to take action to shift organizational identity, as exemplified
by seeking legitimacy compliance with the requirements of conventional financial markets. The
complexities of resolving potentially conflicting interests applicable in conventional entrepreneurship may,
therefore, be less relevant in sustainable entrepreneurship because of its hybrid nature.

We have endeavored to integrate the field of sustainable entrepreneurship into organizational
identity frameworks in the context of financial resource acquisition. We have attempted to reach beyond
the instrumental approach of prior research to the complex reality of sustainable entrepreneurship. Thus,
we respond to the call for further exploration of organizational identity work, veering from the conventional,
mainstream approach to entrepreneurship studies (e.g., O'Neil and Ucbasaran, 2016; Pacheco et al.,
2010). We extend previous work by unveiling the micro-foundations and normative values influencing

organizational identity and organizational identity work in sustainable entrepreneurship. Our



understanding of the micro-foundations of organizational identity serves as a socialized explanation of
why the banks’ identity interpretation of green technology-based ventures clashes with the ventures’ self-
identity. Consequently, we extend prior research by showing that the recommendation to reflect key
stakeholders’ expectations to increase legitimacy and secure access to key resources (e.g., Albert and
Whetten, 1985; Gioia et al., 2010) may not work for green technology-based ventures that have a hybrid
identity. Aligning with the expectations of key stakeholders may, in fact, be incongruent with the ventures’
fundamental purpose and may dilute their organizational self-identity. More importantly, such an approach
may act counter to achieving real contributions in furtherance of sustainable development goals and
sustainable banking (UNEPFI, 2022).

Second, our study contributes to research on entrepreneurial financing processes. We contribute
with new insights into the socialized explanation of banks’ assessment work with an emphasis on the
social elements and perceptions informing financiers’ decision making. Our work extends prior studies
that build principally on agency theory perspectives (e.g., Arthurs and Busenitz, 2003) By doing so, we
demonstrate a behavioral divide between the externally normative position communicated by banks with
an impact mission to prioritize and fund green innovation and the lack of internally established funding
practice to assess green innovation. Importantly, the banks’ seems to fail to include impact generation as
a criterion for funding, recalling the need for (re)orientation of sustainable banking practices “in doing”
(Busch et al., 2021).

An important implication for policy to consider is banks’ perception of the unconventional nature of
sustainable entrepreneurship and their reluctance to consider sustainability impact generation as
legitimate value creation in credit assessment practices. When providing support and incentives to
enhance the establishment and growth of green technology-based ventures, a failure to respond with
policies that meet the specific circumstances and limitations facing green technology-based ventures
during the early growth stages is likely to undermine such policy commitments. Future research should

look at ways in which the banks with impact missions, in terms of policy and practice, can close the identity



work gap. We suggest that policy should provide an alternative to commercial debt funding that promotes
new ways of determining which businesses should be funded for the sustainable societies of the future.
For entrepreneurs, we provide a socialized explanation that the individual responses of banks refer to a
group-level interpretation of the norm-breaking nature of green technology-based ventures. This
underpins the shortcomings in banks’ conventional credit assessment concerning active participation in
sustainability transformations.

5.1 Limitations and suggestions for future research

As with all research, our study has limitations that, at the same time, provide opportunities for future
research. First, our sample was confined to entrepreneurial ventures that have succeeded in overcoming
rejection for bank loans and have managed to gain financial momentum in the early stages. Consequently,
the opportunity exists for research to examine organizational identity in sustainable entrepreneurship
across a spectrum of success and failure scenarios. Second, we examined the organizational self-defining
identity versus external organizational identity interpretation in the exclusive setting of the venture—
financial stakeholder relationship. Future research could examine organizational identity in sustainable
entrepreneurship in complementary settings — for example, the venture—customer relationship. Third,
researchers may wish to examine organizational identity work in other venture stages employing
longitudinal studies to provide insights into how the micro-foundations of dual organizational identity may
evolve over time. Looking ahead, the main challenge in leveraging the transformative effects of green
technology-based ventures through venture growth is to gain access to funding. We hope that future
research will see our contribution as an important starting point in furthering a socialized explanation of

the (mis)match in the venture—financier exchange.



First-order categories

1.Participating in emerging sustainability-oriented and
R&D-oriented ecosystems.

2. Forming novel cross-industrial collaborations and cross-
cutting knowledge sharing.

3. Promoting green regulatory and policy actions.

Second-order themes

Social relatedness: Sustainability
impact-oriented change agents.

1. Committing to pioneering, transformative green
technology development.

2. Engaging in green R&D processes.

3. Demonstrating green technology leadership.

Sustainability-driven technology:
Green technology development with
potentially transformative industry
effects.

1. Opportunity screening on upcoming sustainable
markets.

2. Organizational flexibility, adaptiveness, and
entrepreneurial alertness.

3. Sustainability-driven capacity-building processes.

Entrepreneurial autonomy motivation:
The pursuit of novel sustainable
entrepreneurship.

1. A set of internally agreed sustainability principles.
2. Applying the sustainability principles while providing
competitive market offerings and ensuring long-term
organizational growth.

Sustainability-driven venturing grit:
Sustainability impact generation as
core a value.

1. Deviating and atypical compared to what banks typically
view as a viable business context.
2. Associated with a non-commercial value proposition.

Social relatedness: An
unconventional and socially distant
business context.

1. Sustainability-driven technology as lacking market
attractiveness.

2. Deviating from conventional and incremental industry
R&D processes that banks typically fund.

Sustainability-driven technology:
Transformative green technology as
deviating from conventional industry
best practice.

1. Perception that the venutres lack conventional market
orientation.

2. Impact-generating newness as a liability causing a
business risk premium.

Entrepreneurial autonomy
motivation: The pursuit of novel
sustainable entrepreneurship as a
deviation from conventional
entrepreneurship.

1. Conflicting with conventional assumptions of financial
return prognostications.

2. Sustainability impact generation as disregarded in credit
assessment frameworks.

Figure 1. Coding structure.

Sustainability-driven venturing grit:
Substantiality impact generation as a
core value leads to a potential loss of
financial returns.

Aggregate identity dimensions

Fundable sustainability
change agent with potentially
transformative effects.

Non-fundable sustainable
ventures with a lack of financial
return prognostication and
compliance with conventional
industry norms.




Table 1. Interviews with case companies

Ca pany Industry Title Minutes Setting
Case 1 Bio-energy CEO 120 Personal
Case 2 Bio-chemicals Senior manager 124 Personal
Case 3 Bio-energy CTO 115 Online
Case 4 Bio-fuel CEO 180 Pers./Online
Case 5 Bio-energy CEO 82 Online
Case 6 Bio-energy CEO 138 Online
Case 7 Bio-material Founder 85 Online
Case 8 Bio-energy CEO 110 Online
Case 9 Bio-energy Founder 63 Online
Case 10 Bio-fuel Founder 49 Online
Case 11 Bio-fuel CEQ and Senior manager 120 Online
Case 12 Bio-material Founder and senior manager 105 Online
Case 13 Bio-energy Founder and Senior manager 62 Online
Case-14 Bio-chemicals Founder 95 Online
Case-15 Bio-energy Founder 62 Online
Case-16 Bio-chemicals Founder 58 Online
Table 2. Interviews with leading lending institutes.
Fi Leading lending institute Title Minutes Setting
F-1 Bank Managers 107 Online
F-2 Bank Managers 120 Online
F-3 Bank Managers 61 Online
F-4 Bank Managers 218 Online

Table 3. Case companies’ official financial status and risk class, 2022 (UC, 2023)

Case-company Risk class Solvency Revenue Total asset KSEK
% KSEK
Case 1 3- Medium 100 0 40 000
Case 2 4- Low risk 20 25000 110 000
Case 3 3- Medium 50 3000 5000
Case 4 4- Low risk 30 115 000 45000
Case 5 4- Low risk 30 2000 70000
Case 6 3- Medium 50 1000 80000
Case7 3- Medium 80 1000 5000
Case 8 4- Low risk 80 3000 10 000
Case 9 4- Low risk 70 3000 10 000
Case 10 4- Low risk 80 2000 370 000
Case 11 4- Low risk 90 10000 160 000
Case 12 4- Low risk 60 20000 65000
Case 13 5- Very low risk 40 50 000 20000
Case-14 5- Very low risk 60 1400 000 1120 000
Case-15 N/A N/A N/A N/A
Case-16 3- Medium 20 1000 1000
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Impact Investors, Reference Points for Gender Equality, and Improved Conditions for Women’s
Entrepreneurship
Abstract

Recently, a new type of impact investors has entered the VC market with the aspiration to invest in
women entrepreneurs. However, we lack insights into how they operate, how they balance multiple
reference points in decision making. By drawing on the behavioral theory of the firm, we address how
impact investors apply gender investment reference points to structure their deal flow and to make their
investments, as well as what type of impact are they aiming to achieve. In our findings, we unpack these
gender investment reference points and empirically define them in terms of absolute and relative gender
reference points. We further show that the application of gender investment reference points depends on
the key stakeholders and categorize two types of gender-equity impact investors, progressive and radical,
and how they operate informed by stakeholder influence. Finally, we show how the impact investors
counteract gender “lock-out” market mechanisms as they impact with the reference points.

Keywords: Women entrepreneurs, reference point, gender equity, impact investor, VC market

1. Introduction
Investors act in accordance with their reference points, also known as aspirations or goals. From a

behavioral theoretical point of view (March & Simon, 1958), investors use reference points to evaluate the
current state of a venture and make decisions about further actions, specifically, whether to invest or not.
However, in the well-established VC model, the reference points have demonstrated discriminatory effects
for women entrepreneurs, which is causing marginalization of investment in women’s entrepreneurship.
Previous research attributes the skewed allocation of investment to the influence of stereotypes about
entrepreneurship as a male endeavor, creating gendered filters for (dis-)trusting prognosticated profit
scenarios of (wo-)men entrepreneurs and thus biasing notions of a solid investment (Brush & Elam, 2023;

Kanze et al., 2017). The result is that the VC market typically allocates only 1-2% of venture capital to



women entrepreneurs annually, despite women presenting, on average, equally good business
opportunities (Malmstrém et al., 2020; Malmstrom et al., 2024).

Against this background, some impact investors have recently entered the market with the aspiration
to change the skewed distribution of women entrepreneurs. This small group of investors works with very
different reference points in their investment criteria (Barber et al., 2021). However, we know little about
these reference points, and limited attention has been given to this new group of investors. This neglect
is a shortcoming, especially given the recent calls for research to move beyond understanding gender
bias to studying progressive solutions. Our review and interactions with active investors who are focusing
on a more ethical and socially inclusive capitalism alongside financial return (e.g. Dacin et al., 2011;
Hehenberger et al., 2019) illuminate the need to study this emergent category of gender-equity oriented
investors.

From a reference point perspective (March & Simon, 1958), it is interesting that these investors are
pursuing a dual investment reference point model, where they are seeking to generate both financial and
non-financial value by incorporating gender reference points alongside expectations of financial retumns
(cf. Agrawal & Hockerts, 2019a; Hockerts et al., 2022; Islam, 2021; Schlitter et al., 2023). This extends
the traditional and well-established VC model and its financial “for-profit” reference points. The reference
points for gender equity have however been described as more fuzzy and harder to use in evaluating
investment proposals (Block et al., 2021; Caré & Wendt, 2018; Hochstadter & Scheck, 2015; Islam, 2022).
Because impact investors target different types of values and a more complex outcome, behavioral theory
suggests such reference points should also be harder to act upon. Still we see investments being made
claiming purpose-driven impact. This can be a baseline for criticism against purpose-driven funds, seeing
them as “pink washing” that does not actually contribute to enhanced equity or counter structural barriers
associated with women entrepreneurs’ access to venture capital (Findlay & Moran, 2019; Orser et al.,

2019). If this is not the case and the reference points are actually making purpose-driven impact,



behavioral theory needs to be expanded to explain how gender-equity investment decisions are taken
based upon dual and complex reference points.

Thus, in this paper, we ask the following questions: How do impact investors apply gender reference
points to structure their deal flow and make their investments? What type of impact are they aiming to
achieve? Our initial research was inductive; we gained access to 21 pioneers in gender-equity impact
investing and were able to follow them over time. The reference points used by the investors are an
emergent theme in the data. In this paper, then, we outline a model about the duality and tensions between
profit-seeking and purpose-driven reference points. Our empirical findings enhance the understanding of
the more complex reference points impact investors use for their investments, and the impact they are
aiming to achieve.

Our research makes several broader contributions. Our general contribution is to the literature on
gender and social impact investments in women entrepreneurs. Limited attention has been given to this
topic and we begin to fill that gap. While doing so, we also categorize two types of gender-equity impact
investors, who reason somewhat differently about reference points. We call these progressive and radical
investors. We define these types of investors and elaborate upon their differences. We suggest that this
distinction may be important for future research and for understanding how more complex and dual
reference points are used for decision making. Finally, we contribute to the behavioral theory view (March
& Simon, 1958) with a better understanding of complex reference points (Nason et al., 2018). Our model
elaborates upon situations in which the formation and execution of aspiration clash with an aim to solve
multiple things, something that has thus far been neglected in the discussion of reference points (Shinkle,
2012).

2. Reference points and impact investors
The behavioral theory of the firm (Cyert & March, 1963; March & Simon, 1958) remains one of the

most frequently employed frameworks for explaining performance vis-a-vis aspirations. According to this
theory, investors seek reference points to evaluate the current state of a venture and make decisions on

further actions. As such, a reference point is composed of a criterion, which is the specific goal or outcome



that is evaluated, and a referent, which is the object of comparison against which the venture is evaluated
(Shinkle, 2012).

The mainstream research examining reference point evaluation has used financial performance as the
criterion component of the reference point (Gavetti et al., 2012; Shinkle, 2012). This is a rather
straightforward criterion. Because the presentation of financial performance is institutionalized in annual
reports and business plans (Honig & Karlsson, 2004), it is generally clear, readily quantifiable, and easily
accessible. For instance, investors can easily review historical financial statements and assess a
venture’s standing within an industry (Watson, 1993), and publicly listed companies can rely on capital
markets for real-time performance appraisals. This clear financial performance evaluation allows investors
to adapt their investment strategies accordingly. To determine reference points in the financial domain,
investors can resort to a range of conventional and quantifiable reference points, such as historical
performance data, benchmarks of associated organizations or industries, as well as standard financial
statement analysis indicators (Greve, 2002; Petkova et al., 2014).

Recent research has started to discuss how multi-level reference points can be used simultaneously
(Joseph & Gaba, 2015) or how specific individual reference points, such as social reference points, can
be applied outside the scope of conventional financial aspirations (Nason et al., 2018). Such discussion
touches upon the use of reference points to improve gender equity. Theoretical knowledge of how to
balance such reference points in decision making remains limited, and these types of reference points
are perceived as more complicated to draw upon (e.g. Joseph & Gaba, 2015; Shinkle, 2012), leading to
calls for further research. Social reference points are less institutionalized, especially gender equity
reference points, and there is substantial variation across industries, geographical contexts, and
organizations in terms of how gender equity is considered (Luo et al., 2015). There is still limited scholarly
knowledge on how impact investors determine gender reference points; how gender reference points are
understood, interpreted and subsequently enacted by impact investors in their investment portfolio; and

how they are assessed and prioritized in relation to financial goals (Nason et al., 2018; Shinkle, 2012).



These questions are significant, because the selection of reference points is argued to signify investor
priorities and to have implications for investment choices (Petkova et al., 2014). Because mainstream and
conventional VC investor priorities typically target men entrepreneurs, as reflected in their predominant
investment preferences for male-founded ventures, impact investors determined to invest in gender equity
may face additional challenges as they are acting counter to market conventions. These challenges go
beyond the multiple interpretations of the meaning and value that may create ambiguity when investing
in any new and emerging sectors (Aldrich & Fiol, 1994; Hargadon & Douglas, 2001; Lounsbury et al.,
2003), as investing in women entrepreneurs tends to be contested and associated with difficulties in
understanding factors of success (Brush et al., 2019). Such ambiguity has been highlighted as present
when aiming for gender-equity where reference points are largely missing or considered fuzzy (Rindo &
Kotha, 2007; Rosa et al., 1999). These circumstances leave significant room to determine which gender
criteria are considered relevant and how to assess and interpret them when investors aim to make an
impact by increasing capital flow to women’s entrepreneurship and make a profit while doing so.

In the broader social impact investment literature, investing criteria have mainly been linked to the
potential impact the investment may have on society, including assessing the social mission of the
venture, the venture’s risk of mission drift, motivation for social change, reputation and integrity, social
impact measurement report, performance measurement methodology, and third party certifications (see
for instance Achleitner & Heister, 2009; Achleitner et al., 2013; Berresford, 2003; Borello et al., 2023;
Emerson, 2003; Martin & John, 2006; Mayer & Scheck, 2018; Miller & Wesley, 2010; Scarlata & Alemany,
2010; Young, 2006). With such criteria, social impact investment targets measurable social outcomes that
intentionally and primarily address the social needs of the poor and marginalized (e.g. Tan, 2014).

Similarly, in the gender lens investment literature, investments generally have “the intent to address
gender issues or promote gender equity” (Global Impact Investing Network, n.d.). As such, a gender lens
in investments refers broadly to achieving behavioral change by facilitating gender-inclusive policies and

practices among investors and in portfolio companies (Aidis et al., 2022; Subramanian et al., 2022).



Investments commonly target inclusion of women and their economic and social empowerment, including
gender equity in the workplace; the provision of critical products and services for women, such as
healthcare and education (Aidis et al., 2022; Maheshwari et al., 2019); and improving access to housing
for women (Global Impact Investing Network, 2019). This seemingly broad gender agenda has led some
investors to direct funds to women entrepreneurs through for example microfinance or to services or
products that are beneficial to women. Others use gender diversity within organizations to direct funding,
such as using indexes for gender-diverse corporate boards as reference points (Biegel et al., 2020;
Kaufmann & Derry, 2023). However, these reference points may not resonate perfectly with private impact
investors’ gender agenda. Therefore, while these insights have merits, there is still a gap when it comes
to applying a gender lens for private investor actors who invest in women’s entrepreneurship with for-
profit purposes.

The behavioral theory of the firm is grounded in financial performance and posits that investors select
their own reference points. Therefore, an impact investor's accumulated experience, including their own
entrepreneurial experience, VC market experience, social identity, etc., may be integrated into the
reference point that frames how they make strategic decisions on investments (Gémez-Mejia et al., 2007).
When reference points are clear and predetermined, they allow comparison with important competitor and
the industry in general and/or expectations among investors and other stakeholders (Cyert & March, 1963;
Greve, 1998; Grinyer & McKiernan, 1990).

However, when conditions for determining reference points are ambiguous, the reference points may
be based on attention to different subjective expectations of internal or external stakeholders, that is, any
group or individual who can (directly or indirectly) affect or is affected by the achievement of the investor's
goals or the organization’s activities (Freeman, 1984; Foss & Lindenberg, 2013; McMullen & Bergman,
2017; Mitchell et al., 1997). Stakeholders’ expectations may therefore also define impact investors
“socially accepted and expected structures or behaviors” (Mitchell et al., 1997, p. 866), making the

stakeholder expectations a standard—or referent—against which the impact investor may evaluate their



investment performance. Nason et al. (2018) maintained that in contrast to financial performance, gender
impact estimates are ambiguous and the reference points commonly flexible. Nason et al. therefore
argued that reference points are negotiated with stakeholders (Zavyalova et al., 2016) regarding both
avenues of performance feedback and the corresponding strategic responses undertaken by the
organization when social performance reference points differ from those related to financial performance
(André et al., 2018). However, we lack a clear understanding of which stakeholders influence the setting
of reference points and how they influence impact investors using gender principles for investments.
3. Method

3.1. Research context

Twenty-one semi-structured interviews were conducted for this study with impact investors in Sweden,
all women with experiences of the VC market and/or as an entrepreneur. Investors have significant
influence on the applied investment reference points due to their active role in assessing investment
proposals, from pre-investment screening processes to deal execution, and post-deal active ownership.
In addition, the investors’ role as capital-providing partners in formal VC funds provides them with major
influence over the final investment decision in the investment committees or similar decision-making
bodies.

All of the investors apply financial reference points and expect financial returns in line with industry
benchmarks, with an internal rate of return (IRR) reaching from 25-35% per year over the lifetime of the
investment. They also expect the investments to generate gender-equality returns in terms of enhancing
women's entrepreneurship and contributing to women entrepreneurs’ increased entry onto the VC market.
Consequently, the impact investment profiles are that they combine conventional VC financial reference
points with potentially transformative gender-equality reference points.

The investors were interviewed resulting in approximately 35 hours of interviews that were recorded
and transcribed. The semi-structured interviews were organized as follows: i) a short presentation of the
overall study and the interview technique; ii) provision of confidentiality to enable trust and openness

during the interviews; and iii) the use of an interview guide with a set of themes that were flexible enough



to allow for follow-up questions and the exploration of emerging themes that were new but remained
relevant to the study (Kvale, 1994).

Secondary data were collected from a mix of sources to complement the primary data (Patton, 1999).
These included annual reports, policy documents, pitch decks, public reports, videos, internal reports,
internal strategy documents, articles, and web pages. The data collected from these various sources
supported the coding process and were used for triangulation of the collected interview data and to allow
industry orientation and updated insights into the industry's trends, challenges, and opportunities.

3.2. Data analysis
The data analysis followed a stepwise and iterative process of coding and data collection to explore

emerging codes, themes, and overarching categories (Charmaz, 2014), and it was based on data from
typical cases in a real-life setting (Yin, 2003). A systematic and structured procedure was adopted,
expanding from the initial coding of raw data into a higher level of selective coding and conceptualization.
The analytical procedure was structured to recognize patterns, similarities, regularities, and any significant
absence of the same (Corbin & Strauss, 1990), and to derive higher-order themes from lower-order
categories (see the data structure outlined in Figure 1). Our analysis was guided by our intention to obtain
an empirical understanding of how impact-generating VC investors apply gender investment reference
points to achieve women’s inclusion in the VC market. To enhance rigor and theoretical sensitivity, the
data were recurrently analyzed to confirm their appropriateness.

Coding was the basic analytical process throughout the study, and three types of coding—open, axial,
and selective—were applied (Corbin & Strauss, 1990) in multilayer steps. The coding procedure started
with first-order coding, which identified keywords, activities, and routines. All sources of data were
analyzed with the same type of coding scheme, which regulated the process as a whole. The initial steps
of open coding included tentative labeling of concepts and emerging categories. The axial coding that
followed grouped emerging categories into themes based on similarities and relatedness. A higher level
of conceptualization and abstraction of data was developed using selective coding, identifying second-

order themes and overarching dimensions. The analysis was sensitive to real-life experiences reflecting



the investors’ industry embeddedness during the overall investment process, starting from pre-investment
screening to post-deal active ownership. The VC investors are coded as VC1-21, and the industry
associations as 1A 1-2 (see Tables 1 and 2 and Figure 2).

--- Table 1 and 2 and Figure 2 here----

The analysis also included friendly reviews and two feedback sessions, organized as round-table
discussions on preliminary results where the participating interviewees were asked to confirm the
interpretations and suggest modifications. The coding structure was updated based on this feedback. VC
investment market norms could be an external influence and were thus included and given due weight.
Complementary sources of data provided a variety of empirically grounded perspectives and relevant
aspects that supported emerging interpretations and conceptions. We aimed to generate generalizable
findings within the boundary condition of the context based on the representativeness of the investment
subjects and coherence of emerging concepts (Corbin & Strauss, 2014).

4. Results
4.1. Gender investment reference points

Our findings show the impact investors are guided by a set of gender investment reference points
applied in three investment stages, from the pre-investment deal-sourcing stage to deal execution to post-
deal active ownership. The investors’ novel approach places women’s entrepreneurship in a premium
position for investment and includes building on women-centric market demands, developing women-
dominated industry competences and expertise, and emphasizing women’s ownership. Importantly, when
applying gender investment reference points, the investors aim to achieve industry-leading gender-
equality outcomes. In comparison to the industry benchmark of 1-2% of venture capital going to women
entrepreneurs, they invest a minimum of 30% but preferably 50% or more in women entrepreneurs. In
parallel, they set financial reference point targets comparable with or above conventional VC investor
peers. Hence, they approach investment in women entrepreneurs as both morally and financially
rewarding. We discovered seven investment reference points overall. The first set of investment reference

points (#1, #2, and #3) targets the pre-investment deal sourcing stage by making the potential in women’s



venturing visible and increasingly including women entrepreneurs among the investment proposals
selected for further assessment. The second set of investment reference points (#4 and #5) targets the
investment deal execution to shift and increase ownership of capital to women. The third set of investment
reference points (#6 and #7) targets the post-investment stage through active ownership to enforce
gender targets and women-inclusive gender policies within the portfolio ventures and to increase the
share of successful women entrepreneurs with active support of portfolio companies. Interestingly, our
findings indicate that the investors tend to apply the gender investment reference points in different ways,
as relative or absolute, as discussed below.

Investment reference point #1: Gender-balanced distribution in the pipeline of proposals

The first reference point, which we label “gender-balanced distribution in the pipeline of proposals,” is
crucial for redirecting conventional deal sourcing towards women entrepreneurs, and it includes setting
new deal-sourcing targets. In contrast to accepting an all-male-oriented pipeline structure, the impact
investors are set targets for women entrepreneurs’ representation within the pipeline for future
investments at a minimum of 30% but preferably at least 50% of women entrepreneurs’ ownership of
ventures in the pipeline for deal-sourcing. The aim of this reference point is accountability to proactively
enhance the inflow of women entrepreneurs into the pipeline of prospective deals and to efficiently
mobilize resources. This includes a formalized and data-driven approach to analyze the flow of incoming
investment proposals.

Reference point #1 also involves significant engagement in women-inclusive investor-entrepreneur
communities and tailoring deal sourcing networking specifically to women investor networks, including
women-oriented industries and market needs. Investments may however be made in all industries,
ranging from traditionally male-dominated industries to female-dominated industries, e.g. from the ICT
industry to the femtech industry. Depending on the industry of interest, the goal of the investment
reference point may vary from absolute gender investment reference points applied in a strict manner to

relative gender investment reference points with a more flexible application, both regarding the gender



distribution among the total number of start-ups represented within the industry and the investors’ specific
gender investment ambitions.

In an absolute gender investment reference point, investors typically require a venture in the deal-
sourcing investment proposals to be founded by least 50% women, but preferable more. Such investors
also insist on at least 50% women ownership in each of the investment proposals for further assessment.
Investors’ example statements were: “While we may negotiate our financial criteria, if the team doesn't
meet our requirement of 50% women ownership, it's not of interest for us” and “we would not consider
investing in an all-male founding team. The fact is that the vast majority of femtech start-ups are
represented by all or part women founding teams, yet 70% of the investments go to male founding teams.”
However, other investors may argue for a distribution of women ownership as involving different
combinations of all- or part-women and men founding teams in the pipeline as a whole. Representative
statements include: “We set a 50% representation of women entrepreneurs within our pipeline of future
cases, with the ideal gender distribution among the cases being 20% all-women founding teams, 20% all-
men founding teams, and 60% mixed teams.”

When working towards a relative gender investment reference point, investors set gender targets to
surpass general best practice or at least aim to reflect the gender distribution among the total start-ups
within a specific industry by reaching 30% women entrepreneur representation or more. For instance, one
investor operating in the ICT industry aims for 30% women founders in their portfolio ventures, stating
that “the industry we operate in is extremely male-dominated with few women-founded start-ups and even
fewer female-founded start-ups seeking VC investments. It wouldn't be feasible for us to invest in only a
small portion of the market, but our goal is for our pipeline to at least reflect market conditions [...] Since
we began measuring our pipeline, we have consistently increased the proportion of female founders. We
have more than 30% female founders represented today and it is definitely a step in the right direction.”
Investment reference point #2: Women entrepreneurs targeted for relationship building

The second investment reference point, which we label “Women entrepreneurs targeted for



relationship building,” seeks to mitigate the conventional tendency of prioritizing relationship building and
social cohesion with male entrepreneurs and not with female entrepreneurs and subsequently
undervaluing women-founded ventures’ investment potential. By recognizing the need for personalized
engagement with women entrepreneurs when selecting investment proposals for further assessment, the
investors ensure women’s direct inclusion already at the initial assessment stage. By applying a
customized investment approach to women entrepreneurs, this prioritization directs investor attention and
assessment resources to fostering social cohesion with women founders and establishing women-
oriented assessment practices. While the application of this reference point may vary, it entails a
systematic approach to preferential treatment of women entrepreneurs, with either absolute or relative
impact goals.

When establishing an absolute gender investment reference point, the investors require direct one-to-
one contact and personalized engagement with all women founders in the pipeline, irrespective of
potential subsequent investment decisions. This is exemplified by standardizing early follow-up
interactions, where investors proactively assess and support the VC applicability of investment proposals
from women entrepreneurs. This goal aims to address the interference of male entrepreneurial
stereotyping. The following statement illustrates this view: “We are committed to always prioritize and
dedicate time to meet with underrepresented founders. We see it as important to actively work towards
directing more venture capital towards female founders. When a female entrepreneur reaches out to an
investor, it's not always guaranteed that she'll even get to meet with the investor. Too often, | hear other
investors say, when it's a female founder, 'No thanks, this isn't a VC case for me,' and dismiss it outright.
We believe that if we want to see more female founders receive more venture capital, then we all need to
contribute to making that happen.”

When pursuing a relative gender investment reference point, investors prioritize engaging with women
entrepreneurs who are perceived as highly promising for subsequent evaluation rounds. Investors

typically offer women entrepreneurs priority during assessment meetings, providing them with exclusive



pre-information, insights, and customized guidance to successfully navigate the overall investment
evaluation process. Investors hereby seek to address the perceived gap in tacit VC knowledge between
men and women entrepreneurs, as women entrepreneurs often face barriers to entry in male-dominated
investment networks where such tacit knowledge exchange is commonly shared informally between male
investors and entrepreneurs. Additionally, investors aim to capture the attention of women entrepreneurs
more effectively, which was for example expressed as: “| am very relationship-oriented in my approach,
which contrasts to the VC world, which is traditionally very male coded and women excluding. If you
deviate from that norm, it automatically makes you stand out from the established pattern [...] If you truly
believe in the many talented female founders out there, then you become much more attractive as an
investor for those founders, because you stand out compared to investors that are just focusing on men."

Investment reference point #3: Focus women-oriented industries and markets
The third investment reference point, labeled “Focus on women-oriented industries and markets,”

emphasizes the importance of highlighting women-oriented industry niches and women’s market
demands as part of the pre-investment screening. This reference point aims to show women-oriented
industries and market demand as suitable for VC funding and as a source for emerging market
opportunities. Importantly, the impact investors aim to mitigate the lack of investor interest in women
entrepreneurs who develop products and services to address women’s healthcare needs, such as
femtech, rather than the male-oriented health tech industry. The investors thereby claim privileged access
to women-oriented industry niches and women’s market demands to target women’s entrepreneurial
contexts in internal screening to ensure accountability. In addition, the investors intend to transcend the
conventional male-oriented VC industry boundaries by explicitly increasing the representation of women
entrepreneurs in conventional industries. In doing so, investors aim to create a more gender-inclusive
investment landscape, advancing women’s entrepreneurship on the VC market.

In working towards an absolute gender investment reference point, the investors specifically prioritize
investment proposals from women entrepreneurs with businesses addressing women's market demands

or initiatives in women-dominated industries. Typically, investment proposals are required to develop



products and services aimed at improving women’s quality of life and addressing their unmet demands.
Some investors focus on investment proposals targeting the femtech industry, including innovative
solutions to improve women’s healthcare, covering psychological, physical, and sexual health. Others
require a focus on innovative ICT solutions to support women'’s active lifestyle, aging and safety. This
includes the fintech industry and initiatives to promote women’s economic equality. Through this
refocusing of attention, the investors aim to stimulate investment interest in areas where many women
entrepreneurs operate, while also supporting innovations directly linked to enhanced gender equality. A
statement expressing this view is: ‘In our investments, we are particularly attentive to women-oriented
industries and female-led and co-founded firms, or products that are serving women'’s needs. Importantly,
the products should be beneficial for women.”

In contrast, when establishing a relative gender investment reference point, investors often operate in
their conventional industries but prioritize investment proposals related to women-oriented initiatives. This
may include focusing on women-oriented niches within the ICT industry or exploring adjacent market
demands such as sustainability, mobility, and food technology that cater to women's needs.
Representative statements include: “Previously, we didn’t have any all-women founded company in the
portfolio, but when catering towards climate technology, we have two companies with only female
founders out of six companies,” and "we invest in a context where the male-dominated industry has been
highly prioritized and still is, but many successful female founders, which we have chosen to invest in,
operate in complementing niches of either healthcare or life science.”

Investment reference point #4: Verification of women’s ownership and organizational equity
The fourth reference point, which we label “Verification of women’s ownership and organizational

equity,” aims at an in-depth gender analysis of the equity capitalization of the venture. By analyzing the
capitalization table, which outlines the ownership structure of the venture, the investors deduce women’s
formal share of equity ownership and place this against their requirements. The investors also analyze
women employees’ stock options. Importantly, the investors expect the capitalization structure of the

venture to properly reflect the founding entrepreneur’s individual contributions and thereby require a



gender-equal ownership of the venture. Women'’s role in key decision-making processes may also be
assessed. Other equity incentives are also assessed, such as the degree of women'’s organizational
inclusion—including incentives to retain talented women and to foster ownership among women
employees.

When establishing an absolute gender investment reference point, the majority of the investors require
a verifiable 50% to 100% women ownership, while some investors require a minimum of 51% women
ownership. The investors expect the required share of women’s ownership to be formally demonstrated
on the investment day. Statements expressing this include: “We always look closely at the cap table, to
verify that it demonstrates women inclusiveness and women ownership at a minimum of 50%” If the
requirement of women’s ownership is not met, the majority of the investors refrain from investing, while
some offer assistance in recruiting women co-founders from their investment network or expect the
ownership structure to be internally adjusted by increasing women co-founders’ ownership. Additionally,
the investors require gender policies and stock options to reflect gender-equal terms of employment,
salary, career planning, and incentives to retain talented women employees. By emphasizing the
capitalization table, the investors recalibrate the conventional due diligence frameworks that traditionally
focus on verifying financial information, legal compliance, etc. to include an analysis of women’s inclusion.

When pursuing a relative gender investment reference point, the investors apply the same type of
gender analysis of the equity capitalization structure and expect a fair representation of women’s
ownership when they are included as founders. Whilst the investors prioritize ventures that demonstrate
gender-equal ownership, they do not disqualify all- or majority-male founding teams. Such investments
however commonly come with contractual covenants to control future recruitment to target women as
employees and co-founders, including exclusive stock options programs. Additionally, the investors
commonly aspire to balance the lack of women’s ownership with the recruitment of a gender-equal board
of directors. Some investors mandate to become a board member themselves and that women directors

be appointed from their own networks, or they ask the founding team to present a new gender-equal



board. One investor said: “If there are two male founders that we would like to invest in, we want the board
to be complemented with women directors, or we may require the recruitment of women co-founders. And
we have the power to influence that.” Moreover, when investing in an all-male founding team, this investor
requires the founders to develop an extended gender policy to signal a priority of enhancing women’s
inclusion.

Investment reference point #5: Women-inclusive investment rationale
The fifth reference point, labeled “Women-inclusive investment rationale,” refers to the underlying

reasoning for the final investment decision, with investors aiming to proactively mitigate the undervaluation
of women entrepreneurs by counteracting male entrepreneurial stereotyping and assumptions of women
founders as less entrepreneurial and motivated that risk bias investments. The investors pursue positive
discrimination of women entrepreneurs by intentionally favoring them. Essentially, the investors aim to
showcase the diversity of women entrepreneurs and to analyze the investment proposal beyond the
influence of gender bias to enable comparing proposals on gender-equal terms. Relatedly, the investors
emphasize the precondition of women'’s inclusion in investment committees or similar entities holding the
ultimate investor decision-making power over the final investment-decision. Investors refer to their own
lived experiences of being excluded as entrepreneurs and negative discrimination as women on the VC
market, and therefore they consider gender diversification within sense-making processes informing the
final decision to increase the actual influence of women investors in investment decisions.

When establishing an absolute gender investment reference point, the investors favor investments in
all- or part-women founding teams whenever they are comparable with other investment proposals and
comply with formal financial investment criteria. The effect of this is that the investors tend to “red flag”
investments in all- or majority-male founder teams. The investors thus positively discriminate women-
founded ventures, which they demonstrate by a gender-equal portfolio of investments. An example
statements is: “anything other than a 50/50 in our portfolio companies we find to be deplorable, and my
view is that we have invested accordingly. If we continue to be consistent in how we invest, we will achieve

progress over time. It's about persistence and continued efforts.” Additionally, the investors require



internal decision-making structures to have an equal share of women investors. This is why the investors
prioritize engaging in VC funds with a relatively high share of women partners or to co-invest with women
investors on a case-by-case basis. Additionally, the investors commit to training in mitigating gender
biases that prevent women’s access and to developing investor best practices to override male
entrepreneurial stereotyping.

When working towards a relative gender investment reference point, the investors prioritize
investments in women founders whenever the investment proposal complements the portfolio ventures
or when investment in women entrepreneurs is associated with exploration and diversification of women-
oriented emerging market opportunities. In addition, women's inclusion is commonly prioritized in the final
investment decision, motivated by a desire to comply with socially responsible investment frameworks,
such as ESG, or to exceed industry benchmarks in including women investors. An illustrative statement
is: “11% of our companies are entirely female and 38% are mixed teams or have at least one female
founder—better than the general statistics but there's a long way to go. We have created a gender and
diversity index by the gender of founder(s), board members, CEO and the organization at large so that
we can compare our investment decisions over time.”

Investment reference point #6: Maintaining gender targets and gender policies
The sixth reference point, which we label “Maintaining gender targets and gender policies,” is focused

on maintaining women'’s inclusion within the ventures’ organizational structures as they grow and expand,
stressing gender-equal venture governance. Typically, the investors expect both gender equality and
financial returns, which requires organizational transparency and a systematic, data-driven approach to
gender management and reporting. Additionally, they require disclosure of gender reporting in quarterly
and annual financial reporting. The investors gain decision-making authority via monitoring.

When establishing an absolute gender investment reference point, the investors typically use their
shareholder influence to formally require the venture to maintain at least 50% women ownership to
prevent the risk of dilution of women founders during subsequent investment rounds and venture growth.

Additionally, the investors commonly demand gender-equal board representation and equal



representation of women and men within the top management team, including the CEO, COO, CFO, etc.,
and preferably within the overall organization. The investors also often have gender targets to consistently
monitor women’s inclusion in terms of employment, salary, career opportunities, and work-life balance.
This can be done through, for instance, providing women employees with stock options in furtherance of
women ownership and providing parental leave benefits. This complements the conventional investor
demands on financial targets and financial planning, which typically omit gender targets. A representative
investor statement exemplifies that the implementation of gender targets goes beyond representation:
“It's not enough to just be counting the women around the table, on the board, or in management. You
should be working from the bottom up to create opportunities for both genders to be successful both in
the company and at home.” In the event of misalignment between gender targets and gender
performance, the investors commonly incentivize implementation of improvements before opening
subsequent investments rounds.

When applying a relative gender investment reference point, the investors use nudging and informal
measures to enhance women’s inclusion in the venture’s organization by positioning it as a matter of
improving the overall financial performance and market expansion. Rather than investors claiming formal
decision-making authority, gender targets and compliance with the gender policy are monitored during
regular financial reporting meetings. When needed, the investors proactively initiate intensified
engagement by prioritizing gender-equality work, for example through the facilitation of gender-equality
education, mentoring, and the exchange of experiences. Moreover, when the investors decide to invest
in a venture that is borderline in terms of gender equality, they drive a gender-equality agenda internally
in the venture and evidence the benefits of gender-equality work, such as increased return on investments
or improved employer branding. One investor said that “our ambition is a certain return on invested capital,
and the way for us to achieve that return is by working with companies that have growth potential. We

believe that diversity is important, all types of data and research show it makes good business” and “we



can work in both short and long terms and don't always feel despaired over the gender-equality being so
poor as long as you take steps forward."”

Investment reference point #7: Active investor support for women-founded portfolio ventures
The seventh reference point, which we label “Active investor support for women-founded portfolio

ventures,” refers to active engagement to leverage the success of women-founded portfolio ventures,
specifically women entrepreneurs serving women’s needs. By pooling resources with women
entrepreneurs, the investors aim to engage in the growth and expansions of their ventures, beyond risk
mitigation and financial control, to support their acquisition of critical resources. In doing so, the investors
develop practices to allocate extensive resources to women entrepreneurs in portfolio ventures, including
providing access to their co-investor networks. The investors also engage in mentoring, act as a sounding
board, and offer operational and hands-on work to increase the success rate of women’s portfolio
ventures.

In this context, an absolute gender investment reference point refers to internal goals for investors to
contribute their resources to elevate the venture’s performance opportunities, to provide evidence of the
financial viability of investing in women entrepreneurs, and to drive transformative change on the VC
market by providing successful investor examples and women entrepreneurial role models. In order to do
s0, the investors offer to formally join the board of directors, work closely with the founder, and provide
resources during setbacks, such as the hits caused by the COVID-19 pandemic, when conventional
investor support to women founders was absent. One representative statement is: “We really try to
support our portfolio ventures with everything from clients, reporting, investors, yes, really everything. And
that's not something that male investors commonly offer to do in the same way.” Further, the investors
calibrate their active ownership strategies to respond to the shifting needs of the founders and the evolving
character of the venture as it grows and matures. The majority of the investors point to their key role in
providing entrance to the VC market by introducing women entrepreneurs to various related investor-
entrepreneur communities and social networks, which otherwise tend to be a privilege of men

entrepreneurs. Additionally, the investors emphasize the experience exchange and coaching derived from



their own, women-centric “know-how” on how to navigate women’s market underrepresentation and
overcome exclusion. The investors commonly invite women entrepreneurs to participate in a so-called
“exclusive circle of trust,” in which resourceful women investors and entrepreneurs pool resources and
investments. A representative statement is: “We believe strongly in the power of role models. We present
our women entrepreneurs at top investor forums and try to facilitate their visibility in media and influential
networks as much as we can. We really want to support women’s entrepreneurial journeys in parallel to
achieve a good return on investment.”

When aiming for a relative gender investment reference point, the investors primarily engage in
women-founded portfolio ventures to ensure subsequent investments. The limited access to VC
investments is stressed as a real challenge for the majority of women entrepreneurs, particularly when
operating in women-oriented industries and serving women'’s needs, such as the femtech industry. This
motivates the investors to actively contribute with network resources and co-investor collaborations to
meet the evolving funding demands of the ventures. In this goal orientation, the investors refrain from
formally influencing the governance of the ventures based on the argument that this will sustain the
founders’ entrepreneurial autonomy and grit. The investors rather refer to their role as being an active
owner, driven by the ventures’ funding demands and their demand for additional support, exemplified in
the following statement: “We discuss the investors that are available in that particular region and we help
by introducing new investors, etc. We can have opinions and assist, but we seldom go against a founder—
we should not take over control of the company.”

4.2 Radical vs progressive investors
In our observations of the impact investors, it became evident that they applied the gender investment

reference points differently, with either strict and absolute goal orientation or a more flexible and relative
goal orientation, as outlined above. These differences became especially apparent when the conventional
investment reference points and gender investment reference points conflicted. We noticed that one group
of impact investors took a more relaxed approach to conventional investment reference points and applied

gender reference points strictly. We refer to this group of investors as radical investors. In contrast, the



other group of impact investors maintained the formal boundaries of conventional investment reference
points set by the VC market and set boundaries around the gender reference points. We refer to this
group of investors as progressive investors. For radical investors, the gender reference points commonly
overruled the mainstream financial reference points; fulfilling financial investment conditions was not
considered to be enough. In contrast, for the progressive investors, the financial investment reference
points were used for the implementation of the gender investment reference points. Gender reference
points thus had to fit within the conventional investor frameworks. This investment model is summarized
in Table 3.
---Table 3--

4.2.1 Radical investment model
The radical investors systematically applied absolute gender investment reference points and thereby

operationalized a gender investment model that fundamentally challenges current VC market
conventions. This model is associated with a shift in informal rules and long-established market
trajectories and the development of new and norm-breaking investment best practices developed by
women investors and women entrepreneurs. The investors consider such an investment model to be less
hampered by vested interests as is the case in conventional investor practices and communities. The
different market conditions foster transformative change opportunities by allowing the investors, being
financially self-sufficient, to autonomously apply gender investment reference points in a strict and
absolute manner with no compromise in terms of targets. Importantly, these investors are pioneering by
showcasing the market opportunity and viability of women investors’ investments in women entrepreneurs
beyond current women-excluding market conventions. This approach highlights women entrepreneurs as
a key stakeholder group for radical investors, a group which legitimate these impact investors’ investment
in women entrepreneurship. The core benefit of adopting a radical investor approach seems to be the
investors’ ability to fully and freely apply their gender investment reference points to target untapped
market opportunities of financially viable, high-potential, women-founded VC cases while staying true to

their gender-equality investment aims. Moreover, such investors seem to be embedded and privileged



partners within the emerging and increasingly influential women-oriented investor-entrepreneur
communities.

That being said, the radical investment approach tends to cause conflicting interests and a divide
between the radical investors and the incumbent and conventional VC investors, primarily since radical
investors explicitly challenge the status quo and the conventional actors operating in it. The outcome of
this is that a radical investor approach may activate resistance in the conventional VC community, which
may lead to a marginalized position of radical investors on the VC market due to restricted access to
conventional VC capital. Statements such as the following support this point: ‘1 would never have made it
without aligning with financially strong women co-founders—it's about people with capital moving with
people with capital. At many of the network meetings, | wasn't allowed to participate.” Rather than
discouraging them, however, the investors stress such resource scarcity motivates their development of
resourcefulness and efficient investment best practice. Since the overall scale and scope of the
investments are restricted, the investment decisions require a thorough selection of high-potential and
top-performing women entrepreneurs. This is evident in statement such as: “We have an investment
thesis that differs from other VC firms. We're not a huge fund where we can apply a “spray and pray”
mentality and invest widely without a focus; we are conviction-led. We contribute with capital; we also
actively work with the companies.”

4.2.2. Progressive investment model
The progressive investors apply relative gender investment reference points while maintaining their

operation in the broader conventional VC investment community. This model is embedded in long-
standing conventional VC investment practice and associated male-dominated investor networks. The
investors aim to gradually increase their influence by challenging conventional investment practices to
advance gender equality on the VC market, evident in statements such as: “If we are to truly shift capital,
then we need to look at who has the capital and where it is going. It's great with female capital going to
female companies and female consumer products, but we know how small a percentage that is.”

Importantly, these impact investors aim to reach a well-established position within the conventional VC



communities in order to create change, which is stressed as challenging at an individual level, expressed
in statements such as: “All of us who have made it here, it's not easy, it requires a certain stubbornness
[...] We are trying to challenge something where we perhaps aren’t seen as belonging. | think that applies
to many female partners: They have made their way into a place where they might not have felt like fitting
in.” These progressive investors apply the gender investment reference points in a relative manner,
balancing broad acceptance and coalition for gender equality. Thus, they highlight conventional capital
providers as a core stakeholder group for progressive investors by seeking legitimacy in their eyes mainly
because the investors are depended on raising capital from them. A benefit of such an investment
approach is an increased access to venture capital, not limited to a few capital providers aligning with a
more radical gender investment approach or to the investor's personal wealth. Thus, the investors can
engage in large-scale investments targeting women entrepreneurs and exemplify the financial viability of
such investments and demonstrate the market opportunities of women-oriented VC cases. The downside
seems to be related to successfully balancing the potentially conflicting interests of conventional capital
providers and progressive investors’ investment ideas, exemplified in statements such as: “Since we are
financially backed by a dominating male owner, we have freer reins to choose and do what we want, but
we also face the opposition that it is all about the male owner's will.” Since the progressive investors’
model is to remain aligned with the interests of conventional capital providers, their key stakeholders, they
often refrain from openly criticizing conventional VC practices and actors on the market. Indeed, some
capital providers do not allow investors to refer to gender investment or communicate gender impact
ambitions publicly, since the capital providers expect it to cause controversy among co-founding male
investors. Such a situation is evident in statements such as: “Do others see us as norm-breaking—No.
Are we norm-breaking—Yes! And that's because we don't talk about making gender lens investments.
For the owners it's very important that we are perceived as a conventional VC fund like any other. We
never express ourselves radically, neither on our website nor elsewhere, and therefore it doesn't become

a controversy. When you explicitly state that you are making gender lens investments, you encounter



much more resistance. For now, we are ‘just’ female investors—and it's ‘just’ a coincidence that we invest
in women, and it keeps what we do under the radar.” Progressive investors communicate an aim for
democracy, gender diversity or simply “just and fair” investment practices. These inventors manage to
stretch the boundaries of the conventional VC market by approaching gender equity investments as new
business opportunities with profit-based arguments to increase investments in women entrepreneurs.

4.2.3 Gain and loss positions for radical and progressive investment models
The radical and progressive investment model underscores how the dual sets of reference points

relate differently to a gain and loss position and therefore require different approaches to balancing the
reference points. These differences relate to the different dominant stakeholders that the radical and
progressive investors mainly rely upon. A radical investment model is at risk of underperforming and
undermining the investment model’s legitimacy if the impact investor does not act on and reach the gender
investment reference point targets. The radical investment model seeks legitimacy foremost from the
societal actors championing the need for gender equity in the VC market, especially women
entrepreneurs. These stakeholders expect the investors to deliver on their impact promise, an expectation
that becomes a standard for evaluating the impact investor’s legitimacy. The stakeholder's viewpoint
departs from the institutional level where gender bias in the VC market is experienced and expressed in
gendered norms, expectations, and practices that have subordinated women entrepreneurs to men and
underpinned the funneling of the bulk of investments to men entrepreneurs. These stakeholders’
perspective is that gender equity reference points should rule the investment process to correct for VC
market failure and support the development and growth of compelling business case by women
entrepreneurs. Hence, the radical investors act first to ensure the gender equity targets are reached and
second on financial reference points for balance. By primarily investing in women entrepreneurs, they
prove the investment model to be market efficient, which provides a gain position. A loss position arises
if the radical investors do not reach the gender impact targets, causing them to lose their legitimacy.
Meanwhile, under the progressive investment model, a loss position in legitimacy or a gain position in

efficiency comes predominantly from financial performance outcomes in relation to financial reference



points. The main stakeholder is the capital providers, the limited partners who provide capital to the VC
funds. They expect high financial performance and greater return on investment than they could obtain
from the stock market. As long as the investments provide financial performance at least in parity with or
above financial market levels, that is the financial reference points, the model proves its efficiency and
thus a gain position, while financially performing below market levels is a legitimacy risk, i.e. a risk of being
questioned for applying gender equity reference points, and a loss position. Progressive investors thus
apply gender investment reference points second to achieve a balance between the dual sets of reference
points, and they may try to avoid taking gender measures too far above stakeholder expectations due to
the legitimacy risk that may introduce doubts about applying gender reference points. As such, the gender
investment reference points seem to be applied differently by radical and progressive impact investors,
driven by the dominant influence of the different key stakeholders, i.e. conventional limited partners or VC
actors for progressive investors and women entrepreneurs or activists for radical investors. This
determines the frameworks for the impact investors’ efficiency and legitimacy and ultimately determines
a loss or gain position and how they apply reference points. See Figure 3.
--Figure 3---

4.3 Aspirations to shift VC market norms
Given the various circumstances for impact investors to apply gender investment reference points, we

find that at an aggregate level, the investment model and the gender reference points are motivated by
the impact investors’ aspirations to challenge established VC market norms and investor biases and bring
about transformative change for women’s inclusion on the VC market. By applying the seven gender
investment reference points, the impact investors advocate for mitigating the systematic exclusion of
women entrepreneurs from entering the VC market and ensure women'’s measurable inclusion within the
investors’ portfolio ventures. The gender investment reference points are the investors’ responses to
conventional investment practices and the male stereotypical norms it rests upon, which impact investors
criticize as insufficient to meet the funding demands of women entrepreneurs. Hence, they seek to

“correct” VC market norms. The impact investors argue that these norms lead to a gender-skewed capital



distribution, which they consider to lead to a loss of entrepreneurial potential and gender equity. More
specifically, the impact investors claim that these VC market norms cause market “lock-out” mechanisms
which they argue face a majority of women entrepreneurs. We label these mechanisms i) male-centric
reinvestment networks, i) narrow male-oriented pre-investment screening frameworks, and iii) investment
decision making prioritizing male entrepreneurs. Below, we demonstrate how these market “lock-out”
mechanisms systematically exclude women entrepreneurs from the VC market and how investors aim to
impact them with the seven identified reference points, all summarized in Table 4 below.

The first mechanism, male-centric reinvestment networks refers to capital-intensive VC reinvestment
circles that are almost exclusively directed by men to men. The impact investors argue that male investors
prioritize co-investments with other male investors and male entrepreneurs, on the basis of shared
similarities including entrepreneurial and industry backgrounds, which refers to affinity bias. Venture
capital, therefore, tends to be reinvested within narrow industry niches, based on the investors and
investees’ “sameness” described by the impact investors as an almost closed circular ecosystem. They
describe this market mechanism to cause a “lock-out” of women entrepreneurs—who tend to receive no
or a small amount of venture capital compared to their male counterparts. This situation makes women
less financially equipped to capitalize on their entrepreneurship and become an investor themselves. A
representative statement stresses that “investing based on the principle of similarity—men investing in
men—has a huge negative effect. It creates a vicious circle, where a woman’s start-up does not receive
as much venture capital as a man’s does, and this means that she cannot make an as large exit, and
consequently she cannot reinvest as much as a man can. — and in this investment industry, it's still money
that matters.” As a response, the impact investors testify how they aim to challenge women’s restricted
entry to wealth generation via reinvestment cycles by increasing women’s inclusion in capital-intensive
investor networks for building their own personal wealth. They argue that increasing women’s ownership
of capital is critical, as it will strengthen women’s long-term influence on the VC market both as investors

and investees. Against this background, the women investors address male centrality by investing in



women entrepreneurs and thereby redirecting venture capital to women (gender investment reference
points #1 and #2). These gender investment reference points turn attention to the impact they strive for
by proactively redirecting the conventional male-dominated deal flow to increase the number of women
entrepreneurs targeted for future investments. They also prioritize relationship building with women
entrepreneurs, where conventional relationship-building exclusively focuses on male entrepreneurs. With
these gender investment reference points, the investors intend to mitigate the male focus in conventional
investment communities and to advance women’s potential to grow their businesses as well as their
wealth, so that they can engage as future investors. All investors underscore the paramount importance
of applying gender investment reference points to achieve an owner shift of venture capital, which starts
by women becoming well integrated in the closed loop of investments achieved to grow and exit the
businesses with a revenue to reinvest for further wealth generation.

The second mechanism, narrow male-oriented pre-investment screening frameworks refers to the VC
market screening frameworks and investment criteria targeting male entrepreneurs and their industries,
where women entrepreneurs and their industries are systematically misrepresented. This refers to the
effect of representativeness bias or stereotypical preferences. Conventional investors prioritize
investments in typically male-oriented industries in which they have previously engaged. That is, male
investors prioritize entrepreneurs similar to themselves, particularly in terms of gender and industry
background. This positions women entrepreneurs as beyond the investment scope or as a mismatch with
early investment criteria used for selecting investment proposals for further assessment. This exclusion
of women tends to make their entrepreneurship invisible in the VC arena.

Further, women entrepreneurs within the preferred male-oriented industries become filtered out due
to gendered screening grids/filters where women'’s ventures are depicted as different from the men’s
ventures the investors typically invest in, and a risk premium is therefore attached to women’s ventures.
This leads to a “lock-out” of women entrepreneurs’ entry to the VC market in the early stages of venture

assessment. As a response to this lock-out mechanism, the impact investors stress the need to challenge



the male stereotypical investment norm by fundamentally rewriting the deal-sourcing and screening
investment criteria. This is expressed in statements such as: “We are actively trying to position ourselves
outside the ‘duck pound’ where most investors operate, and we're doing it as a statement to expand our
reach and be accessible to women entrepreneurs who may be involved in various entrepreneurial
environments.” The impact investors consider use of gender investment reference points to be critical for
diversifying conventional deal-sourcing and early investment screening processes. Specifically, they
emphasize the importance of including gender investment reference points (#3 and #4) to target industries
and entrepreneurial communities in which women entrepreneurs operate and to target women'’s
representativeness and foster long-term visibility and inclusiveness within the prioritized pipeline of VC
cases selected for further assessment. In this way, they demonstrate that alternative investment reference
points are feasible and they lead by example.

The third mechanism, investment decisions prioritizing male entrepreneurs, is a VC market norm that
refers to the final investment decision making, where the investor's subjective assessment of the
entrepreneur’s personality and entrepreneurial “grit” mentality confirms the decision. Such assessment
generally refers to the expectation that entrepreneurs have the mental capacity to maintain the business
orientation during setbacks and to lead the business to success. The interpersonal connection between
the investor and the entrepreneur also significantly informs the investment decision, either by sowing
doubts or building trust. Such cognitive assessments may pose particular challenges for women
entrepreneurs, as they are laden with various gender stereotype biases. Women entrepreneurs are
assumed to be less growth oriented, less willing to take risks, less VC ready, and less appropriate for
venture capital. This refers to cognitive dissonance, where women entrepreneurs thus tend to be
assessed as misaligning with the stereotype of an investable entrepreneur that the investors typically trust
and intuitively prefer. In other words, women entrepreneurs are less appealing to the investors’ “gut
feeling.” This situation was evident in statements such as: “In early-stage investing, there's often not much

to evaluate, so the founding team is usually the most significant component under assessment. It's largely



about understanding who the persons in front of you are, what drives them, what their capabilities are.
These aspects are difficult to assess by any means other than through one's own perspective of the world.
Amongst most investors, gender biases are often disproportionally disfavoring women entrepreneurs,
most often assuming women to be less ambitious and business oriented.” Conventional investors
therefore tend to assume women entrepreneurs are less competitive compared to their male counterparts,
resulting in a negative investment decision.

The impact investors’ actions therefore include raising awareness about these cognitive mechanisms
to prevent gender stereotype biases causing an exclusion of women entrepreneurs during the final
investment decision. Nevertheless, the impact investors acknowledge that changing conventional
investors’ assumptions of women entrepreneurs is associated with social complexities. They underscore
the need for continuous education in gender stereotype biases and for role models of women
entrepreneurs as good investments. Importantly, the investors stress the need for gender investment
reference points to navigate women-inclusive deal execution. Statements expressing such a view include:
‘1 don't believe there is a silver bullet in thinking on how we can change the perception of female
entrepreneurs, but we must not be paralyzed into inaction. Instead, we need to join forces to create
change through good examples and better knowledge about women's entrepreneurship, both in the short
and long term.” By being distinct from other investors in terms of gender investment reference points, they
lead by example of the normative impact they aim for. Furthermore, the investors aim to actively
counteract the systematic exclusion of women entrepreneurs in active post-deal investor support, beyond
risk mitigation and control. By applying gender investment reference points #6 and #7, the investors
prioritize engagement with and commitment to women-founded portfolio ventures to support venture
growth and expansion, while maintaining gender equity and women ownership.

---Table 4 about here---



5. Discussion
We show how impact investors operate to counteract gender “lock-out” market mechanisms by

applying an investment model guided by both profit and purpose-driven reference points. With the aim to
advance gender equity on the VC market while achieving profitable return on investments, impact
investors strategically respond to these dual sets of reference points to build accountability and
consequently legitimacy in front of key stakeholders (including VC providers and women entrepreneurs).
Depending on the key stakeholder, their expectations may translate into a request to act out of the scope
of conventional investment models and long-standing VC market norms by targeting financial firm
performance along with gender impact performance. Such influence of stakeholders align with research
on the broader and more general application of social reference points (e.g. Bebbington et al., 2014;
Nason et al., 2018). While this literature has referred to social reference points as ambiguous and
inherently difficult to set and navigate, our findings show that setting gender-equity targets and
performance evaluation does not seem to be surrounded by ambiguity for the impact investors. Social
reference points for poverty or hunger, for example, are not of the same nature as gender-equity reference
points. Gender-equity reference points refer to women’s empowerment, which seems to better lend itself
to measurement. These gender-equity reference points also respond to the expectations of key
stakeholders, such as limited partners—i.e., private and institutional investors who provide capital to VC
funds—and women entrepreneurs (cf. De Clercq et al., 2006; Gajjala, 2014; Gompers, 1996; Lee &
Wahal, 2004; Petkova et al., 2014). Indeed, limited partners condition continued funding support to impact
funds on the fulfillment of gender-equity targets and consider them as signs of legitimacy for their support.
That being said, these gender-equity reference points may still prove to be complex to navigate, because
they may lead to potentially undesirable trade-offs.

We unpack the gender investment reference points applied by impact investors and empirically define
them in terms of absolute and relative impact goals. Based on these investment reference points, the
investors invest in high-performing women entrepreneurs. In contrast to the dominant literature on gender

and venture capital in the entrepreneurial finance field (Kanze et al., 2018; Malmstrém et al., 2017), which



focuses on the “wrong-doing” of women entrepreneurs on the VC capital market, we examine the “right-
doing” of impact investors by focusing how these investment models target women'’s entrepreneurship to
mitigate the gender bias constraints and ultimately correct for VC market failure (Orser et al., 2018). Our
study provides deeper insight into the emerging gender-equitable investment movement that aims to
leverage women entrepreneurs and to achieve an owner shift of venture capital in furtherance of women
entrepreneurs and women investors. Indeed, these impact investors act as change agents for creating
new rules on the VC market to make up for historical suppression of women entrepreneurs on this market
(Coleman et al., 2018; Orser & Elliott, 2015). While prior studies have empirically shown women
entrepreneurs’ entry to the VC market to be dependent on their adapting male-stereotypical
entrepreneurial characteristics, catering to male-oriented industries, and serving male market demands
to meet conventional market norms and stakeholder preferences (Balachandra et al., 2019; Gupta et al.,
2009), our study offers a different explanation. We show such suggestions reduce the full diversity of
women's entrepreneurship for investments. Indeed, our study offers a more nuanced approach, in which
mitigating women entrepreneurs’ exclusion is rather a matter of reevaluating gendered screening filters
by reaching beyond the conventional male-centric investment networks linked to a narrow pre-investment
focus on male-oriented entrepreneurship. We provide empirical support for the main arguments used for
gender-lens investing, namely the compelling business case for driving innovativeness (Diaz-Garcia et
al., 2013), financial firm performance (Calvert Impact Capital, 2018; McKinsey, 2018), and increased
return on investments when targeting women-founded start-ups (Abouzahr et al., 2018; Aernoudt et al.,
2020).

In addition, we show that impact investors’ application of gender investment reference points depends
on their key stakeholders’ view of which of the dual set of reference points is the most important, gender
or financial. In fact, we provide a categorization of two types of gender-equity impact investors,
progressive and radical, and show how the investment model may play out differently within an integrated

framework of combining impact and financial returns. Under the radial investment model, an



underperformance in reaching investments in women'’s equity is considered a loss position and tends to
undermine the gender impact investor’s legitimacy, while investing primarily in women’s equity tends to
be perceived as proving the investment model to be market efficient; a gain position. Meanwhile, under
the progressive investment model, a loss position in legitimacy or a gain position in efficiency comes from
a financial under- or over-performance outcome. These insights illuminate the real complexities in
navigating stakeholders’ expectations and the importance of implementing investment reference points
as basic benchmarks to manage these norm-breaking investment practices.

By drawing on the behavioral theory of the firm and the impact investments motivated by multiple
aspirations (Bebbington et al., 2014; Nason et al., 2018), we evidence how application of gender
investment reference points reflects aspirations for gender-equitable investment practices and directs
investment behavior vis-a-vis expectations of both gender impact and financial returns.

Our study has several novel implications. We show that while they continue to use conventional
financial aspirations and associated financial frameworks, impact investors integrate gender-impact
aspirations and quantifiable and task-oriented gender reference points at the firm level, which reflects
these investors’ investment ideas and practices. The fact that both the financial and the gender-equity
reference points refer to firm-level goals means clear boundaries for metrics, and our study therefore
offers a complementary, firm-level gender decision-making framework for the gender lens investment
framework and to estimate the achievement of global sustainability goals, including gender-equality goals
(SDG 5) at a societal level. Hence, for practice, our study offers a framework for redirecting investments
in furtherance of women entrepreneurs, women-oriented industries, and women’s needs. In fact, by
building on the behavioral theory of the firm, our study offers an applicable investment framework for
gender equity based on measurable gender investment reference points. We offer an alternative
investment approach to develop responsiveness to key stakeholders’ gender-equity demands (Brush et
al., 2019) and expectations to generate transformative change on the VC market by increasing the entry

of women entrepreneurs (Brush et al., 2018; Brush & Elam 2023; Karlstrem et al., 2023; Orser et al.,



2020). Indeed, this framework may be used for insisting on investor accountability to change conventional
investment behavior and used for how to report on investment reference points for reaching gender equity
in investments for external auditing and legitimacy (Coleman et al., 2019; Subramanian et al., 2022). This
approach may facilitate practices to rehabilitate unsustainable circumstances instead of requiring women
entrepreneurs to mimic the male stereotype to come across as men (Robinson & Cole 2015) to even get
on conventional venture capitalists’ investment radar. We also know from previous research that such a
mimic tactic may backfire, as women may come across as role incongruent which still inhibit their access
to capital (e.g. Eddelston et al., 2016).

5.1 Limitations and suggestions for future research

As with all research, our study has limitations that, at the same time, provide opportunities for future
research. First, the generalizability of our findings is partially limited to the context in which the study was
set. Future research conducted in a variety of contextual settings will enhance our understanding of the
phenomenon under study. A second limitation is that our sample was confined to impact investors that
have succeeded in overriding the women-excluding market norms through the development
f gender investment reference points while maintaining financial returns. Future research could examine
the application of gender investment reference points in a conventional investor context, across a
spectrum of success and failure scenarios.

Our novel approach to gender and investment reference points in private VC investments warrants
further research. For instance, in our study, we noticed that the impact investors all had lived experiences
of lock-out mechanisms from the VC market, experiences that seem to matter for fully understanding the
relevance of gender investment reference points and how to apply them in practice. We would like to
encourage future research to further test the role of such lived experiences in promoting, engaging in and
executing gender investment reference points and more importantly, in navigating the male-dominated

VC landscape while pursuing a gender-equity agenda.
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Table 1. Interviews with VC investors

VC Investors Industry Title Minutes Setting
VC1 Technology Managing Partner 62 Online
VC2 Technology, Life Science, Sustainability Managing Partner 65 Online
VC3 Women'’s Health Managing Partner 65 Online
VC 4 Food Tech Managing Partner 58 Online
VC5 Technology CEO 53 Online
VC6 Technology CEO 63+30 Online
VC7 Life Science Managing Partner 70 Online
VC8 Life Science, Sustainability Partner 58 Online
VC9 Clean Tech, Food Tech, Al, Space Partner 66 Online
VC 10 Mix of industries Partner 63 Online
Ve 11 Mix of industries Partner 59 Online
VC 12 Mix of industries Partner 49 Online
VC 13 Mix of industries Partner 55 Online
VC 14 Mix of industries Partner 31 Online
VC 15 Mix of industries Partner 65 Online
VC 16 Femtech, Health and Wellness Managing Partner 77 Online
VC17 Al, Digitalization Managing Partner 61 Online
VC 18 Sustainability Partner 55 Online
VC19 Infrastructure, Sustainability Partner 58 Online
VC 20 Social impact Partner 57 Online
VC 21 Social impact Partner 55 Online
Table 2. Interviews with industry associations

Industry Associations Title Minutes Setting

IA1 CEO 46 Online

A2 CSO 65 Online




Table 3. Gender-equity impact investment model

Gender-equity impact investment
model

Radical investor

Progressive investor

Investment idea

Investing in women entrepreneurs as
the core investment idea

Increasingly investing in women
entrepreneurs as a diversification of
the core investment idea

Systematic emphasis of gender equity
reference points

Absolute targets are set

Relative targets are set to exceed
industry benchmarks and are
negotiable

Motivation

Investing in women entrepreneurs to
achieve gender equality and drive
transformative change on the VC
market

Investing in untapped market
opportunities and drive transformative
change on the VC market

Scope of capital sources

Self-sufficient allocation of venture
capital by women partners

Dependent on raising external venture
capital from conventional (men)
partners

Implications of pursuing the
investment strategy

Role modeling, women-inclusive
investment beyond negotiations and
compromises. Generally less capital
sourced

Long-term owner shift of capital
nudging towards increased gender
equality. Generally more capital
sourced

Prioritized reference point when the
reference points conflict

Gender equity reference points are
prioritized

Financial reference points are
prioritized




Table 4. VC market norms and biases causing women entrepreneurs’ “lock-out” mechanisms

Venture capital
investment norms

Norm 1: Male-centric
(re)investment networks

Norm 2: Narrow male-
oriented pre-investment
screening frameworks

Norm 3: Investment
decisions and post-deal
commitment prioritizing
male entrepreneurs

What it does

Men co-invest with other
men in men’s
entrepreneurship

Male-oriented screening
criteria exclusively target
men’s entrepreneurship

Led by a perception of male
cognitive excellence,
personality and grit.
Support the growth of male
entrepreneurs

Approach to investment

Men'’s shared professional
and social background

Men'’s shared industry
experiences

Intuitive preferences based
on expectation of fit with
gender stereotypes of
entrepreneurial success

Scope orientation

Homogenic/homophilic.

Male-oriented industry
representation

Perception of interpersonal
alignment between investor
and investees

Stage of investment

All investment stages

Pre-investment stage

Deal-execution and post-
execution stage

Consequences for women

Considered out of scope of
the VC investment prospect
circle

Neglected and invisible to
investors

Considered atypical
compared to normative
expectations, causing risk
premium

Women-excluding market
lock-out mechanisms

*Preferences lead to
obstacles to women
investors and women
entrepreneurs to engage in
the VC market

*Limited entry of women in
financial wealth-generating

*Women entrepreneurs’
exclusion from mainstream
screening frameworks and
investment criteria
*Marginalization of women’s
entrepreneurship by a
positioning as apart

*Women entrepreneurs
divere from investor
preferences and cognitive
beliefs

*Systematic exclusion of
women from investment
opportunities

reference points at work
to mitigate the norms

investment cycles from/different to VC *Systematic exclusion of
applicability and investor women from investors’
interest post-deal resource
commitment and support
Main investment #1 and #2 #3 and #4 #5, #6, and #7




Impact investment model Investment outcomes

Investment setting Impact Investment model . .
*Investment idea e Financial reference points SOC|aI/gender-equ|ty
Stakeholder impact investments
expectations o Purpose-driven reference points

*Prioritized reference

points

Figure 1. Theoretical impact investment model



First-order categories Second-order themes
1. Redirecting of conventional deal sourcing towards
women entrepreneurs Gender-balanced distribution in the
2. Requiring women entrepreneurs’ representation within pipeline of proposals selected for
the pipeline of future investments > further assessment
3. Engaging in women-inclusive investor-entrepreneur
communities
1. Relationship building with women entrepreneurs —
2. Personalized engagement with women entrepreneurs Women entrepreneurs prlgrltlzed to
3. Applying a customized investment approach to women ’ address underrepresentation
entrepreneurs
1. Highlighting women-oriented industry niches and
women’s market needs as a source of market
opportunities Women-oriented industry and
2. Prioritizing women-oriented industry niches and —> market focus
women’s market demands in screening criteria
3. Transcending the boundaries of conventional male-
oriented VC industries
1. Deducing women's formal share of equity ownership Verification of women’s ownership
2. Analyzing women employees’ stock options and equity |, | and organizational equity
incentives
3. Requiring gender-equal equity ownership
1. Mitigating under-evaluation of women entrepreneurs Women-inclusive/equity
2. Positive discrimination of women entrepreneurs — | investment-decision rationale
3. Women's inclusion in investment committees
1. Maintaining women'’s inclusiveness o
2. Monitoring gender targets and compliance with gender Ma'”ta'“'”g _Qe“def targets and
policies —» | gender policies
3. Reporting gender targets and gender policies
1. Pooling resources with women entrepreneurs Active investment support for
2. Providing co-investor networks > | women-founded portfolio ventures
3. Mentoring and acting as a sounding board

(AN

Figure 2. Data structure

Aggregate investment
principles

Women-oriented pre-investment
deal sourcing

Women-inclusive deal execution

Women-centric active ownership




Investment
setting

o Investment
idea

o Stakeholder
expectations

o Prioritized
reference
points

o Motivation

o Capital
source

Gender-equity impact investment model

o Gender-balanced distribution of

pipeline proposals selected for Veriﬁcatipn of womeq’s ‘ o Maintaining gerl1dler targets
further assessment. ownership and organizational ~ and gender policies.
equity.
e Prioritization of women  Active investor support for
entrepreneurs to address o Women-inclusive/equity women-founded portfolio
underrepresentation. investment-decision rationale. ~ ventures.

* Women-oriented industry and
market focus.

Figure 3. Gender-equity impact investment model
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