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Not there yet

Switzerland is recognised for its capacity for
innovation and its sensitivity for cleantechs and
renewable energies. However, the initiatives

are not coordinated

BY CYRIL DEMARIA

Cleantechs seem to be everywhere, except
in the European venture capital statistics.
Even if this sector is increasingly famil-
iar to business, as corporations are going
green, investments remain largely limited
to profitable companies (growth capital)

or mature (leveraged buy-out). Tobias
Reichmuth, CEO of SUSI Partners, a fund
manager dedicated to renewable energies,
in Ziirich, declares that “if Switzerland
was and still is an important player in
cleantech research and development, Ger-
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many has clearly taken the lead since the
2001 legal push to establish an important
national market for renewable energies.”
Switzerland is recognised for its ca-
pacity for innovation and its sensitivity
for cleantechs and renewable energies.
According to Barbara Mockli-Schneider,
Secretary General and Member of the
of the Swiss-Asian
of Commerce, (also Ma-
of SwissCham, the
Association of Swiss Foreign Trade
chambers, and Secretary General,
SwissCham Southern Africa), “Switzer-
land consistently ranks as one of the
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world's most energy-efficient economies,
thanks largely to advances in renewable
energy, green buildings, waste manage-
ment and sustainable transportation.
Switzerland was also recently ranked sec-
ond on the Yale’s 2010 Environmental
Performance Index.” However, the coun-

try may loose ground on the mid term.

Mind the (venture capital) gap

The Swiss Federal Council has announced
a Masterplan for Cleantech to strengthen
the sector and propel Switzerland to-
wards leadership in this sector in 2010.
However, venture capital remains ouside
the announced framework. That doesn’t
mean that Swiss venture capital dedicated
to cleantechs doesn’t need a boost. Gina
Domanig, who heads Emerald Techno-
logy Ventures, the largest European ven-
ture capital fund manager dedicated to
cleantechs, states to have “done 45 invest-
ments in the sector worldwide, but none
in Switzerland.”

Switzerland isn’t short of public and
private initiatives, as described by Bar-
bara Mockli-Schneider: “Switzerland has
considerable potential when it comes to
cleantech: the combination of strong en-
vironmental awareness and stringent en-
vironmental legislation compared to other
countries is a driving factor for innovation
within the economy. Well-positioned re-
search institutions offer ideal precondi-
tions.” However, these initiatives are not
coordinated.

According to Gina Domanig, a key
component is missing: the participation of
seasoned managers to projects. “The num-
ber of Swiss business plans that we receive
from experienced managers is low”, she
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says. Experienced managers substantially
accelerate the development of companies
and mitigate the risks to investors. Joseph
Lassiter, the professor of Management
Practice at Harvard Business School,
states that the venture capital model
proves to be relatively ill-adapted to clean-
techs.

In fact, companies dedicated to infor-
mation technologies can be financed from
the inception to the sale of the company.
Biotechs companies can be sold once their
products have been through certain steps
of the validation process by authorities.
Cleantechs require a first phase dedicated
to the validation of technologies, then a
phase showing the stability of the technol-
ogy and its scalability. This is too long for
the usual venture capital time frame (ten
years).

Opening the source of funding

Public financing is volatile. According to
Lassiter, future entrepreneurs and invest-
ors in cleantechs should spend some time
in public administrations dedicated to this
sector — a statement which could be »
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Tobias Reichmuth

—
“Germany has clearly
taken the lead since
the 2001 legal push to
establish an important
national market for

renewable energies.”
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Gina Domanig

“Switzerland is among
the top ten countries
in terms of assets
managed by pension
funds, but these
pension funds do not

invest in cleantechs.”

applied and adapted to Switzerland. Swiss
institutional investors are not very inclined
to finance Swiss cleantechs. According to
Gina Domanig “Switzerland is among the
top ten countries in terms of assets man-
aged by pension funds, but these pension
funds do not invest in cleantechs.” Tobias
Reichmuth states that “pension funds
should be motivated to invest in renew-
able energies.” In California, CalPERS,
the largest American pension fund, was
one of the leading actors in the adoption
of green technologies by allocating a few
hundreds of million dollars in a specific
mandate.

The poor presence of Swiss institu-
tions in the sector is even more damaging:
“over the course of the last years, the Swiss
financial industry has understood the
potential of environmental technologies
and renewable energies. Several players,
such as private banks and fund managers,
have launched initiatives and financial
vehicles in these two sectors”, declares
Tobias Reichmuth. The financial inflow
could come temporarily from electricity
producers — if not from pension funds
— notably due to their financial capac-
ities and their long horizon perspective of
investment.
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An incubator as a catalyst

An incubator would be a solution to re-
duce substantially the risks associated
with venture capital investments for insti-
tutional investors. Incubators are efficient
bridges between invention and entrepre-
neurship, as illustrated by Cambridge in
the UK, Israel or Silicon Valley. For ex-
ample, “Israel has more than 60 compa-
nies listed on the Nasdaq, and three times
more entrepreneurs in cleantechs than
Switzerland”, declares Gina Domanig.
That would be the way for venture ca-
pital funds to reduce the total length of
investments happening downstream, while
structuring projects that are able to attract
seasoned managers.

Even more, it would be a way to gather
federal, cantonal, private and university
energies. “Switzerland has multiple incu-
bation services, but very few are dedicat-
ed to cleantechs. glaTech in Dubendorf
covers some of the segments of the clean-
tech sector, together with the EMPA (part
of the ETH Zirich). BlueArk special-
ises in hydroenergy. Since 2009, there are
multiple initiatives such as Swissclean-
techs. Cleantech Alps or Cleantech Swit-
zerland of the OSEC, but no initiative to
coordinate these efforts”, explains Gina
Domanig.

According to professionals, very few
elements are missing to transform Switzer-
land in the leading country in cleantechs.
As a matter of fact, “Switzerland’s sus-
tainable/cleantech investment market at
the end of 2009 was worth approximately
USD 30 billion and employed a workforce
of 160,000 in cleantech — 4.5% of all em-
ployment in the country. The worldwide
market volume for cleantechs by 2020 will
be EUR 2215 billion - 5.5 to 6% of the
economic activities worldwide”, declares
Barabara Mockli-Schneider.

“Start-ups in cleantechs are born glob-
al and must grow in a context of interna-
tional competition”, concludes Gina Do-
manig. Seed investments and access to an
incubator providing professional services,
adapted facilities and support for indus-
trial alliances are crucial to succeed in this
business. This is also one of the conclu-
sions of Josh Lerner in his book Boulevard
of Broken Dreams, which analyses suc-
cesses and failures in supporting innova-
tive companies. L
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