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Eco-innovation is part of the Europe 2020 strategy.  
It has a key role combining ambitious policies with job 
creation. The environmental challenges are known in 
the EU and globally, and will be big drivers. We need  
EU-level programmes to promote eco-innovation. 

Timo Makela 
International affairs, Life and eco-innovation, 

European Commission Environment DG

“

”

Wide range of funding options needed for eco-innovators

The 9th European Forum on Eco-Innovation in Brussels, Belgium focused on improving 
understanding of the trends, opportunities and challenges of financing eco-innovation 
between companies, investors and policymakers. Nearly 300 high-level stakeholders from 
industry, financial organisations and policy makers attended the Brussels Forum,  
part of the EU Environmental Technology Action Plan (ETAP). The event was a joint  
initiative of the Belgian EU presidency and the European Commission.

developed a multitude of financial in-
struments focused on eco-innovation 
but needs to get more information 
about them to SMEs to improve their 
understanding. This is crucial in 2011 
as programmes are being established 
at EU level for the for the post-2013 
financial perspective.

Financial organisations and cleantech 
venture capitalists on one side and the 
public authorities at EU, Member State 
and regional level on the other pro-
vided thought-provoking overviews 
during the two-day event. Practical 
case studies enabled stakeholders to 
exchange views and experiences in a 
group-based exercise. 

Following political scene setting by 
the European Commission and the 
European Institute of Innovation and 
Technology, a series of sessions  
covered the market realities of financing  
eco-innovation, understanding the 
barriers and keys to success, EU 

financial programmes supporting  
eco-innovation and the lessons 
already learnt.

Key messages included not only the 
need to improve access to the fund-
ing that is already available but also 
to adapt existing instrument to match 
better the needs of eco-innovative 
SMEs – often through smaller funding 
possibilities and debt guarantees. 
Governments should also ensure 
greater policy stability as investors 
are looking five to ten years ahead for 
their returns. Greater public support 
should also be achieved through 
leveraging of financial resources to 
increase funding efficiency.
A major outcome was a series of rec-
ommendations on the most efficient 
way of achieving this objective in the 
new financial perspectives of the EU 
and its Member States and as part of 
the Europe 2020 strategy for smart, 
sustainable and inclusive growth.

• Stability in regulation, policy framework and public procurement to  
attract investors;

• Development of a range of financing options for eco-innovative SMEs, 
including debt and smaller scale financing as venture capital is very 
selective and not able to address the needs of all eco-innovators;

• Review and reduction in red tape for public support;
• Development of more flexible risk-sharing conditions to engage more 

financial actors – namely banks – in this crucial policy area;
• Better understanding of the role business angels can play to support 

eco-innovation as they operate differently from venture capitalists, 
especially for small-scale financing;

• Intelligent use of public funding through leveraging, using it as a 
complement to private finance;

• Greater involvement of large corporations and understanding of how 
they can contribute to the financing of eco-innovation; and

• Need to look at the international dimension of eco-innovation financing 
to meet the challenges of global competition in this area.

Principal recommendations

Finance is crucial to commercialising 
eco-innovative products and services. 
While all innovative companies find 
difficulties in early-stage funding, 
those that develop new ideas essential 
to meet the technological and societal 
challenges of environmental and 
climate change face even harder 
ones often due to uneven competitive 
conditions; this is why they require 
both public and private financial 
support. Moreover, financial organisa-
tions do not necessarily understand 
the technologies involved – and the 
entrepreneurs themselves often lack 
basic business skills.

While public authorities can provide 
support through actions such as 
green public procurement and skills 
training, banks and venture capital 
organisations have an important role 
as do large corporations in encouraging 
the creativity and flexibility offered by 
eco-innovative small and medium-
sized enterprises (SMEs). Europe has 

A series of case histories was presented at the 
Forum to demonstrate steps already being taken 
at local and regional level. These are available in 
a booklet entitled Financing the eco-innovators: 
Case Studies1.

Case studies

Speakers and panellists
Featured guest speakers and panellists included: 

Raymond van Ermen

Executive Director, European Partners for the Environment (EPE)

Anders Flodström

Vice Chairman of the European Institute of Innovation and Technology (EIT) 

Georgios Floros

Head of equity and debt financial instrument,  

European Commission Economic and Financial Affairs DG

Conrad Ganslandt

Policy Officer, European Commission Research DG

Joachim Grill

CEO, SOT Biotech GmbH

Christian Kuehne

State Ministry of the Bundesland Baden-Wuerttemberg

Patrick Lambert

Director, Executive Agency for Competiveness and Innovation (EACI),  

European Commission

Morten Larsen

Senior Analyst, Oxford Research

Timo Makela

International affairs, environmental financing and eco-innovation,  

European Commission Environment DG

Hervé Martin

Head of Unit, LIFE Environment and Eco-Innovation,  

European Commission Environment DG

Claire Munck

Managing Director, European Trade Association for Business Angels

William Neale 
Member of Cabinet for Janez Potoçnik,  
European Environment Commissioner
Henrik Olsén
European Private Equity & Venture Capital Association (EVCA),  
Environmental Technologies Fund (ETF)
Aurelio Politano
Policy Officer, LIFE Environment and Eco-Innovation,  
European Commission Environment DG
Wolfram Tertschnig
Austrian Ministry of Agriculture, Forestry,  
Environment and Water Management
Andrew Thomson
Senior Research Analyst, Cleantech Group
Matthias Ummenhofer
Head Equity Fund Investments,  
European Investment Fund
Coenraad de Vries
Managing Partner, Start Green Venture Capital Seed Funds  
and other Early Stage Market Players (EBAN)
David Walker
Fund Investments, Climate Change and Environment,  
European Investment Bank (EIB)
Lauri Ylöstalo
CEO, Lahti Science and Business Park
Beatriz Yordi
Head of Eco-innovation unit, Executive Agency for Competiveness  

and Innovation (EACI), European Commission

There is a strong need to improve resource efficiency and 
maintain Europe’s lead in a major and growing global market. 
Eco-innovation needs to be central to policy and is at the heart 
of change. We need to mobilise private finance, establish a 
new risk/reward paradigm and channel the right support in the 

right direction.
William Neale

Member of Cabinet for Janez Potočnik, European Environment Commissioner

“

”

1http://ec.europa.eu/environment/ecoinnovation2010/2nd_forum/ready1_en.htm
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Cleantech represents about 20 to 
25% of the overall European venture 
capital market and there has been 
a steady increase in the number of 
deals in the past four years, although 
the total invested has been volatile 
from quarter to quarter. The third 
quarter of 2010 saw €278 million 
invested in 62 companies and it is 
predicted that around €1.9 billion will 
have been invested in 220 companies  
for the whole of 2010 – this compares 
with a total of €12 billion in more 
than 200 companies in 2009.

Key sectors include energy efficiency, 
wind power, waste and recycling, 
and water and wastewater. The  
leading countries are the UK, 
Germany and France, followed by 
Norway and Belgium. Some 37 of 
the top 100 cleantech companies 
worldwide are based in Europe and 

Europe has between 20 and 
30% of the global cleantech 
market. There is an increasing 
focus on resource efficiency – 
growing from 17% in 2006 to 
around 45% in 2010.  
Relevant sectors include 
energy efficiency, bio-materials, 
water conservation, smart pro-
duction and sustainable agriculture, 
with energy efficiency having the 
lion’s share in percentage terms.

A particular challenge for the eco 
entrepreneur lies in the nature of the 
investors. There is only a small  
number of very active cleantech  
investors in venture capital deals, 
with the greater part coming from a 
large number of small participants 
making fewer than five deals per 
year, the vast majority making just 
one deal. Moreover the mix of types 

involved is ever-changing – large 
enterprises, family offices, high net 
worth individuals, governments, etc. 
Corporate investors in European 
cleantech start-ups tend to focus on 
later-stage companies. More than 
20 large enterprises have invested in 
European cleantech in 2010. In ad-
dition, these corporations are acting 
as customers, partners and investors 
in funds.

Establishing a political commitment to eco-innovation Access to finance and eco-innovation

This is the third time that finance has been discussed in an ETAP forum. The focus has 
shifted somewhat since the first such event in Poznan in 2006. European eco-innovation 
strategy is now an integral part of the EU 2020 smart growth strategy which combines 
ambitious policies with job creation. Environmental challenges are well known at European 
and global level with key drivers in energy and climate change, resource efficiency,  
ecosystems and health. Discussions on the EU next financial perspectives are taking 
shape. While more funding will not necessarily be available, there is a need to focus on 
the environment and green jobs. Moreover, there is a need for EU programmes and  
policies to promote eco-innovation. An EU eco-innovation plan will be launched in 2011.

Smart growth is the ticket for the fu-
ture; and Europe needs to put  
significant additional efforts into devel-
oping an economy based on knowl-
edge and innovation. This involves 
improving the quality of education, 
strengthening research performance, 
promoting innovation and knowledge 
transfer throughout the European 
Union, making full use of information 
and communication  
technologies and ensuring that in-
novative ideas can be turned into new 
products and services that not only 
create growth and quality jobs but also 
help address European and global 
societal challenges. 

The Innovation Union, announced in 
October 2010, is one of the flagship 
initiatives of the EU 2020 strategy.  
It does not offer new ideas as such 
but rather better alignment of existing 
ones. Key elements include financing,  
the knowledge base, standards,  
a more coherent regional approach 
and the bringing together of EU and 
Member State innovation policies.  
The latter will be the subject of an  
EU Eco-Innovation Action Plan in  
2011 which will address specific green 
skills, coordinated research, environ-
mental technology verification (ETV) 
and green public procurement.

Innovation and knowledge are key drivers of the European Commission’s 
EU 2020 strategy. And the European Institute of Innovation and  
Technology2 (EIT) is a key player, establishing new paths to a knowl-
edge-based, connected, greener and more inclusive economy through 
its knowledge and Innovation communities (KICs). The objective 
of KICs is to turn new ideas into tangible new products, services or  
business opportunities.

Innovation and knowledge

Austria-based SME See-O-Two Biotech3 has developed an industrial-
scale system to produce microalgae as a commercially viable raw  
material to mitigate CO2 emissions and convert them into biomass to 
produce biofuels and bioplastics – one tonne of microalgae consumes 
two tonnes of CO2. The proprietary technology, developed in Austria 
and Germany, grows algae with three-to-six times higher productivity 

and at about 80% of the cost of competing systems. 

The company is run by two venture capital funds with support from  
the Austrian Research Fund (FFG). “Commercial banks said no at the 
beginning,” explains CEO Joachim Grill. “SMEs are almost exclusively  
financed by venture capital funds or private equity – and this regardless of 
sector.” Moreover it can be difficult for SMEs to access EU-level research 
programmes because of the expense; they are restricted to national  
programmes.

Restricted access for SMEs

Access to finance is difficult for eco-innovation entrepreneurs. More funding is required 
but governments do not have the money, however private finance could contribute more. 
Investment funds can act as intermediaries to educate investors about eco-innovation 
and connect them to the entrepreneurs involved. There is also tremendous scope for 
investment in the necessary infrastructures but this needs public-private partnerships to 
share the risk. There is also finance coming from Asia which shares the same challenges 
in terms of the environment and climate change.

3 http://www.see-o-2.com/2 http://eit.europa.eu/
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A new asset class is emerging in Europe focusing on 
sustainable investment. While the number and range of 
such funds increasing every year, there are still gaps. 

Active funds include:

• Venture capital funds at the core of eco-innovation 
investment;

• Technology-transfer funds and structures which 
support pre-seed and seed funding to encourage 
conversion of research into products for the market;

• Lower mid-market funding to drive expansion and 
development; and

• Mezzanine funds providing later-stage finance – 
however currently there are no eco-innovation  
dedicated mezzanine funds.

In addition, there are related funds such as: infrastructure  
funds supporting for example renewable energy; 
environmental funds covering a wide spectrum such 
as sustainable forestry and land decontamination; and 
debt funds, suitable for targeting sectors like energy 
efficiency and smaller renewables. Other instruments 
include guarantees, Infrastructure loans and loans to 
SMEs. Funds target eco-innovation not just for profit 
but also to obtain policy impact. Success depends on 
matching fund size with investment strategy and a team 
equipped with relevant sectoral expertise and the ability 
to add value. Success is measured by both investment 
and economic rates of return.

Overall, however, the European venture capital industry 
is still sub-scale with an incomplete geographical reach 
and technology transfer still emerging. There is a need 
for co-investment funding with business angels and 
there is a gap between venture capital/private equity 
and infrastructure funds. New sectors still to be fully  
addressed include recycling and waste, energy and 
biodiversity.

Making it work 

A series of practical case studies focused on the experi-
ences of private enterprises, financial institutions and 
business intermediaries in eco-innovation financing for 
a range of different industries were presented in small 
groups to enable stakeholders to exchange views and 
experiences.

Insights from this exercise included:

• The issue of business models is new and important 
to the development of eco-innovative markets,  
with national and regional governments as important 
partners in creating successful business models.

• There is great interest in regional approaches, 
programmes and concrete success stories in the 
promotion of eco-innovation in SMEs.

• Sustainability is not merely altruistic but makes 
sound business sense – however the EU needs 
common rules for waste management with a ban on 
landfill to encourage the recycling of valuable waste 
materials.

• Understanding of the venture capital industry is  
still low with many questions remaining about the  
principles of the venture capital/private equity market

The Intesa Sanpaolo Group is a leading Italian  
business bank with some 6 000 branches around 
Italy and strong international presence in Central and 
Eastern Europe and the Mediterranean basin through 
subsidiary banks. It has a strong commitment to  
financing eco-innovation, renewable energies and 
energy efficiency. It is also an active partner in  
EU research projects where it contributes to analysing  
and understanding financing needs, defining business  
models and assessing the commercial potential of 
new technical solutions. 

“We have taken a new approach as we realise we 
have to learn,” explains Cristina Piai of the bank’s 
Eurodesk. Its offer includes a specific pipeline of  
financial products and services as well as involve-
ment as equity investor. One important element is 
training for cleantech start-up entrepreneurs to help 
them understand financiers’ needs better, prepare 
business plans and meet with investors.

Educating entrepreneurs  
about business

Restricted access for SMEs
Lahti Science and Business Park4 is the leading cleantech park in Northern 
Europe and coordinates the Finnish Cleantech Cluster with over 500 member  
companies. “Finland is a good pilot market with its limited population,”  
says CEO Lauri Ylöstalo. “This sector has attracted technology and science-
oriented ‘green’ people with less attention to business plans. We are now 
seeing more and more entrepreneurs with good business instinct entering 
the cleantech arena.” Purely cleantech-focused investors have paved the 
way for venture capital funding with generic funds now following. 

It is still a very young industry but becoming mainstream. Challenges  
include unpredictability and discontinuity of legislation, the reliance of 
many eco-innovations on subsidy and the gap between public R&D funding 
and private venture capital funding, and a major bottleneck in financing 
capital-intensive demonstration projects. 

Emerging trends include: venture capital money getting gradually back 
to early-stage companies after financial crises; Chinese and Indian money 
seeking investment targets in cleantech; emerging markets very often part 
of the expansion strategies of cleantech companies; and mainstreaming of 
cleantech with large corporations getting involved. Further work is needed 
to bridge the gap between R&D and expansion stages and to localise the 
knowledge and better penetrate emerging markets.

4 http://www.lahtisbp.fi/
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Understanding barriers and keys to success

Eco-innovative entrepreneurs share many of the same problems in obtaining funding as 
other innovative SMEs. Venture capital funds appreciate the attractiveness of this growing 
market but need to educate and convince their investors about the opportunities. There is 
also an important need for scaling financing but banks and institutional investors are  
often unwilling to take the risk. Morten Larsen of Oxford Research presented the results 
of a recent survey of SMEs that showed external barriers to eco-innovation are more 
significant  than internal ones – and were principally the funding problems that affect all 
small companies, compounded by a lack of understanding by investors of the technologies 
involved. Coenraad de Vries of Start Green highlighted the size of the cleantech market 
and the innovative approach offered by start ups.

A survey of 450 SMEs that was pre-
sented showed that the top internal 
barriers include limited resources  
dedicated to seeking or securing 
financing, high administrative burdens 
and insufficient collateral. These are 
general barriers for innovative SMEs. 
More significant and to a higher degree 
specific to eco-innovation are the top 
external barriers: available financing 
not tailored to small-scale investment 
needs, potential financial suppliers 

insufficiently engaged with eco-
innovative industries and 

uncertainty about 
government  

regulation.

From the financiers’ point of view, the 
criteria for providing finance are the 
same for eco-innovation SMEs as 
other sectors. Barriers include teams 
focused on technology and not on 
commercial aspects, lack of collateral 
and starts-ups or emerging sectors 
with no credit history. Providers of 
finance also see particular challenges 
for eco-innovative SMEs which can 
make it more risky to provide funding.

Eco-innovative SMEs and providers of 
finance point to many standard barriers 
for innovative SMEs. And, while there 
is a lot of focus on eco-innovation and 
many see a great market potential, it 
is also a difficult sector for investment 
and SMEs would like to see providers 
of finance more engaged.

– simply selling intellectual property
rights is a less satisfactory exit  
strategy.

There are many barriers for clean-tech  
start ups. These include: strong 
market resistance – institutionalised, 
overregulated and110% reliability; 
the cost of proving new products; 
the need for a level play field and a 
growth equity gap. Large enterprises 
do not innovate – they consume  
innovation – and universities seldom 
develop commercial IPR, yet there is 
a need for lots of research.

Barriers for venture capital funds start 
with an overall scarcity of liquidity: 
fundraising can take two to three 
years as banks, insurers and pension 
funds – the regular finance engine for 
venture capital/private equity – are 

hesitant. Moreover, venture-capital 
Incentive programmes are structured 
nationally with no or small options  
for investments abroad. This is not 
necessarily helped by the trend to 
extend EU financial regulation for 
private equity to the venture-capital 
sector.

Overall, there is a need to harmonise 
EU regulations, create an entrepreneurs 
hub to exchange best practice, es-
tablish a clean-tech consumer market 
– such as offering low VAT rates – and 
ensure a level playing field by taking 
into account environmental costs 
such as pollution in products.

Clean energy technology is a growth 
market that is expected to reach €1.6 
trillion by 2020 and thus is an attractive 
business opportunity. 

From the venture capital fund point of 
view, key lessons for eco-innovators 
are: to think big, start small and 
upscale quickly with an intellectual 
property rights (IPR) policy based on 
product market combinations. Strong 
guidance and monitoring is required 
on finance, business focus and team 
development – and new management 
should be considered after two to 
four years. Gross margins can be 
improved by realising economies of 
scale. 

Entrepreneurs should start directly 
in strategic alliances with strong 
partners and should build companies 

The European Commission has commissioned a study to gain a  
better understanding of financing issues faced by eco-innovative 
SMEs in their early stages, as well as those faced by their investors.  
The objective is to improve the design of instruments supporting  
eco-innovation at the European and national levels. The study6 was 
published on the ETAP website at the beginning of 2011.

Improving financial instruments

6 http://ec.europa.eu/environment/etap/published_files/0211_final_report_eco_innovation.pdf
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EU and national programmes to support eco-innovation

Many different programmes and instruments – from traditional to more sophisticated 
– support eco-innovative companies in Europe. However there is a need to combine 
market-driven and policy-driven tools better and to adapt them to match more exactly 
the needs of early stage eco-innovative SMEs. It is also necessary to establish more 
synergies between the different existing programmes and to develop new instruments to 
fill gaps. The challenge lies in improving co-ordination at different levels. EU financing is 
crucial to support the risks involved but there is a need to improve funding efficiency and 
leverage market finance with job creation and return on investment to the public purse. 
This requires better education of potential investors.

There are lots of funding programmes for innovation at 
EU level with inevitably some overlaps. They deal not 
only with research but also with post-research financing 
close to commercialisation through grants as well as 
more innovative approaches. However it is not always 
easy for SMEs to understand these instruments or to 
access them – and they are not always well matched to 
eco-innovation. 

Financial programmes

The LIFE Environment and Eco-Innovation unit of the 
European Commission Environment DG provided an 
overview of existing programmes and instruments at 
European level that help companies access finance  
for eco-innovation. 

These include:

• LIFE+ Environment Policy & Governance which 
continues and extends the former LIFE-Environment 
strand. SMEs and large enterprises are/were co-
ordinating beneficiaries of about 13% of projects 
under this strand which targets municipalities, public 
actors, enterprises and NGOs aiming to develop and 
demonstrate innovative policy approaches, technologies,  
methods and instruments. Lessons learnt include the 
need for more integration with other EU funds and 
a need for better networking and communication to 
disseminate results. 

• The Competitiveness and Innovation Programme, 
run by EACI with €3.6 billion funding from 2007 to 
2013. The CIP Entrepreneurship and Innovation  
Programme (EIP) supports eco-innovative SMEs 
directly and indirectly through financial intermediaries 
such as banks and investment funds, including a 
modest budget for pilot projects and market replica-
tion, financing instruments and networks of actors. 
It is more market oriented than the LIFE programme 
but has a limited budget.

• The High Growth and Innovative SME Facility (GIF) 
allows community participation in eco-innovative risk 
capital funds which provide equity to SMEs through 
the European Investment Fund (EIF) with a specific 
envelope of €228 million for eco-innovation. However, 
it tends to focus only on high growth commercially-
viable eco-innovative.

• The Risk Sharing Finance Facility (RSFF) is an 
innovative FP7 debt-financing instrument co- 
developed by the European Commission and the  
European Investment Bank (EIB) to provide loan 
finance for riskier but creditworthy research,  
development, demonstration and innovation projects 
in the European Research Area. RSFF offers a very 
flexible instrument responding to the finance needs 
of mainly mid-sized and larger companies investing 
in R&D and innovation.

Policy and not just money

Eco-innovation requires more than just money, as Wol-
fram Tertschnig of the Austrian Ministry of Agriculture, 
Forestry, Environment and Water Management pointed 
out. It is generated out of a policy-driven market with 
investment schemes determined by European and 
national agendas and so requires political stability and 
predictability. Moreover government authorities often 
act as investors – for example in water and waste-
management sectors – requiring security and longevity 
of financial resources. Eco-innovation 
also occurs at the interface of differ-
ent R&D policies, aid regimes and 
fiscal instruments, the economic 
and environmental policy frame-
work – demanding coherent 
polices and good public gover-
nance.

Environmental policy and public 
funding will remain major drivers in 
environmental technology and eco-innovation develop-
ment and dissemination at national level. The targets 
set for shares of renewable energy will increase this role 
as the public sector will be financing most of the cor-
responding measures through subsidies or tariffs and 
taxes. However, higher energy and resource prices will 
increase the role of private financing institutions – both 
banks and venture-capital funds in addressing energy 
efficiency and resource productivity goals, allowing for a 
subsequent decrease in public spending.

At European level, resource efficiency innovations will 
require enhancement of non-monetary approaches 
fostering eco-innovations such as: platforms, networks 
and clearing houses, promoting technology exchange 
and diffusion, dissemination of innovations, long-term 
and integrated environmental policy, and sustainable 
development planning, with a level playing field for 
various means of private capital. There is also a continu-
ing need for long-term financing provisions, a greater 
harmonisation between European and national energy 
strategies and corresponding funding schemes and a 
greater focus on the removal of environmentally-harmful 
subsidies as regards renewable-energy innovations.

This long-established programme – created in 
1984 – covers 20 to 30% of environmental costs 
for enterprises and funded 35 000 projects from 
1993 to 2009. Funding priorities have reflected 
changing environmental policy targets: from acid 
rain in the 1990s to climate-protection measures 
since 1996, with an increasing share dedicated 
to climate-effective projects – some 98% in 2009.  
Currently, AEF identifies 25 target categories 
reflecting objectives derived from national and 
European strategies. 

The instrument is technology driven with minimum 
requirements based on predefined best-available 
technologies. Ex-ante and ex-post evaluations 
as well as monitoring schemes optimise cost-
benefit ratios and other objectives. Institutional 
co-operation with national R&D funding schemes 
provides custom solutions for demonstration 
projects. 

AEF has impacted technology diffusion,  
generated environmental and climate-protection 
investments, and ensured fiscal returns on 
investments from 200 to 500%. An additional 
60 green jobs have resulted for every €1 million 
of funding and important CO2 reductions have 
been obtained – 11.7 million tonnes in 2008  
and 8.2 million tonnes in 2009.

Austrian environmental fund (aef)
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Regional input important

The environmental technology and eco-innovation  
market is strongly influenced by the regions, emphasised  
Christian Kuehne of the State Ministry of the Bundesland 
Baden-Wuerttemberg. It involves a balance between 
requirements of the environment and society, based on 
finite natural resources and economic interests as well 
as the legal framework conditions – long-term aspects. 
However is requires the state to be proactive.

Members of ECREIN – the European clusters and 
regions for eco-innovation and eco-investment network 
– were involved in the preparation and implementation 
of common actions and initiatives in relation to European 
policies and instruments supporting innovation, envi-
ronmental technologies and eco-enterprises. They also 
participated in European policies and action plans  
regarding environmental technologies and eco-innovation 
by improving the regional approach of such policies and 
action plans

ECREIN+ has double the number of regions involved 
from 6 to 12. It believes strongly in the significance and 
validity of the regional level in eco-innovation. Network 
members sees this as the most relevant and effective  
level for actions of mobilisation and support for eco- 
innovators as there is extensive knowledge about com-
panies, their needs and their potential and it is a good 
level to engage public-private sector partnerships and 
set up specific support structures.

Improving future access to finance

The European Commission is seeking to improve access to finance. Overall policy  
considerations include the need for policy stability and a framework for innovation finance 
involving a mix of micro and macro policy. The investment rationale of financial actors in 
eco-innovation is the same as in other innovative sectors, with investors looking for the 
same rate of return. 

Many environmental innovations  
combine an environmental benefit 
with a benefit for the company or user. 
Eco-innovations produce positive 
spillovers in both the innovation and 
diffusion phase. Positive spillovers  
of R&D activities can usually be 
identified for all kinds of innovations. 
The peculiarity of eco-innovations is 
that positive spillovers appear also in 
the diffusion phase due to a smaller 
amount of external costs compared 
with competing goods and services 
on the market.

Challenges found include the fact that 
some eco-innovative SMEs have high 
risk profiles, market maturity differs 
between sub-sectors and venture 
capital flows mainly to energy-related 
investments – both generation and  
efficiency so incentives to target other 
eco-innovative areas should be  
provided. Many eco-innovative SMEs 
are not fundable by venture capital. 
Debt financing is important for early 
stage investment and is used by 
almost half of early stage SMEs yet 
both SMEs and venture capital inves-
tors see banks as being insufficiently 
engaged in non-energy oriented eco-
innovation. Moreover there is demand 
from eco-innovative SMEs for small-
scale financing – less than €300 000. 

While a diverse set of EU instruments 
and programmes for financing eco-
innovation already exists, there is a 
need to attract more financial actors 
and financing to eco-innovation. 
General policy stability and focus are 
important issues but there are also 
unique conditions for eco-innovative 
SMEs that should be addressed.  
Further investigation is required for 
flexible risk-sharing instruments. 
These should include: small-scale 
financing; debt financing; business 
angel co-financing; and links between 
instruments. Ad-hoc instruments 
would help reduce the perceived 
risks.

Private capital is essential. This 
requires a new risk-reward paradigm 
for private financial institutions, more 
knowledge about eco-innovation 
financing among policymakers, 
financiers and eco-innovators, and 
dialogue with the European Invest-
ment Bank and intermediary banks 
on support to eco-innovators.

Public funding is crucial. Eco-innovation 
must be a relevant component in the 
next EU financial perspective (post 
2013). 

The German state of Baden-Württemberg is a highly innovative region 
spending 4.4% of its GDP (€15.7 billion) on R&D – more than twice 
the EU average – while 18% of all employment is in high tech branches  
compared with an EU average of 7%. State strategy is focused  
on identification of the future raw material demand, improvement 
of resource efficiency in regional enterprises, analysis of trends and  
opportunities in eco-innovation and resource-efficiency techniques, 
and initiation and stimulation for development of innovative resource-
efficiency techniques. The region is a member of the ECREIN+ network 
and sees itself as an eco-innovation laboratory for Europe.

An eco-innovation laboratory

However, to achieve the best results, it is necessary to 
establish eco-innovation friendly framework conditions 
offering:

• Support for eco-innovators at the regional level; 

• Information and experience exchange between the 
regions and the European Commission; 

• Enhancement of the European Network of  
Eco-innovation; 

• A consistent and complementary EU action plan for 
eco-innovation driven by environmental targets; 

• Made-to-measure instruments in line with the 
phases of the eco-innovation lifecycle; 

• Synergies between the individual phases and  
reduction of barriers; and

• An action plan for eco-innovation with its own 
finances for operational activities.

“Successful European eco-innovation 
requires stable regulation, a policy 
framework and constructive public 
procurement. New solutions are 
not always needed – existing ideas 
can often provide answers by scaling.  
Different types of financing are  
essential from equity to debt. 

There is also a need for smaller 
scale funding that is not usual for 
the financial sector – here public 
authorities have a role, while  
keeping red tape to a minimum. 
Public funding should be used 
intelligently through leverage. 
Moreover, it should complement 
rather than compete with private 
finance, accepting more risk and 
longer time horizons. 

Discussions are also needed with 
large enterprises and financiers 
about challenges such as short-
ages in both engineering and  
business skills. Finally, environmental 
challenges are global. The markets 
involved in eco-innovation are 

therefore more and more global 
as well. The EU must facilitate 
and stimulate such markets.“

Timo Makela 
International affairs,  

Life and eco-innovation,
European Commission Environment 

DG

Achieving successful 
european eco-innovation
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For further information

 • Policy and actions
 • Innovative technologies
 • Fund resources
 • Links and forthcoming events
 • ETAP news and other communication tools

http://ec.europa.eu/environment/etap

Contact: 
env-technology@ec.europa.eu

For the lastest information on eco-innovation in Europe,  

visit the official ETAP website:

Full details of the Forum programme and presentations can be found at: 

http://ec.europa.eu/environment/ecoinnovation2010/2nd_forum


