THE POWER OF IMPACT START-UPS
It’s more effective to do something valuable than to hope a logo or name will say it for
you. - Jason Cohen, Smart Bear Software founder

What are the bene ts of building an impact start-up? Are investors truly interested in
sustainable start-ups that have positive environmental and societal impacts? These are
the two questions we are being frequently asked. Here are our answers, pinpointing
bene ts of impact start-ups on both sides - an investor and founder.
An Investor's Side
Responsible investors are more and more interested in non- nancial aspects of their
investments. They become more value-driven and aware that by making investment
decisions, they make an impact too. Thus, they look for opportunities that go beyond
simple nancial bene ts. By using sustainability and ESG (environment, society,
governance) criteria to check for potential investments, they mitigate investment risks and,
often times, ful l their own mission.
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All above applies to start-ups too, which are already very attractive from an investment
point of view. Impact start-ups are not only aligned with a strong trend of sustainable
investing, but also have a signi cant advantage over others in valuation. A recent study
proves that for IPOs "(...) disclosing more ESG information in the S-1 prospectus
diminishes the information asymmetry between the company and the investors, positively
bene ting the companies’ nancial performance.”*

A Founder's Side
There are multiple bene ts on the founders' side, stemming from building impact startups. Just to name a few: contribution to resolving regional and global challenges,
strengthening your own brand as a mission-driven organisation, more transparency for
investors and therefore a higher valuation, innovation and competitive advantage on the
market, access to capital and grants, and wider corporate partnership opportunities. Here
are some more insights into advantages of developing impact start-ups and investing in
them.
Contribution to UN SDGs
Nowadays, we are facing multiple global challenges - social, environmental and economic
ones. They are de ned by 17 UN SDGs (United Nations Sustainable Development Goals)
and include: poverty reduction, access to education for all, zero hunger, inequality
reduction, health and well-being, and infrastructure in less developed regions.
When we translate SDGs into business activities, they cover sectors such as: healthcare,
resource ef ciency, nance and insurance technology, food and agriculture, business
infrastructure, productivity, transport, housing, education and work. One may choose any
of the areas/sectors above, requiring improvements, and if you are a founder - develop an
impact start-up aligned with them, in case you are an investor - invest in impact start-ups
and make a personal positive impact.
Reduced ESG Risks
An impact-driven business is associated with lower ESG (environment, society,
governance) risks in general. Impact-driven start-ups are built on a solid sustainability
basis with a goal to make a measurable positive change, and at the same time, to
minimise any negative ones (i.e. environmental or societal footprints). Those risks now are
being taken into account by investors, both institutional and private ones, and affect a
start-up valuation.
Access to Responsible Investors
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Financial products and services that are sustainable, ESG-aligned or impactful are now on
demand. This trend is further accelerated by the recent sustainable nance regulations (in
particular within the EU), aiming at redirecting capital into sustainable investments. As
impact start-ups are associated not only with "doing good" but also lower risks, long-term
business perspective and better overall management, they do stand out among others.

Investors look for new ventures that meet sustainability criteria, have well-integrated
teams, and long-perspective on doing business. This impact-oriented trend will accelerate
in a near future.
Competitive Advantage
Focusing on solving social and environmental challenges requires an innovative approach
and solutions. New disruptive and impactful solutions could, for instance, focus on
materials aligned with a circular economy model (i.e. outperforming plastic), or lead to
more responsible consumption patterns, or improvements in the public health sphere, or in
waste management. Such an innovative and out of the box approach translates into startups' reputational and competitive advantages on the market - an image of a missiondriven organisation that cares about planet and people.
Consumers are also becoming more and more aware of sustainability challenges, and how
products and services address them. As a result, they prefer companies that advocate for
resolving sustainability/SDGs challenges, and are willing to pay extra for "green" or
"responsible" products and services. Thus, by being sustainable and impact-driven you
may expect some premium on the market.
Employees' Retention
Impact start-ups are designed based on values and sustainability principles integrated
into their core. In such organisations, employees' engagement and retention rates are
higher, given the fact that employees identify themselves with a company's mission.
Impact start-ups have, therefore, more value-aligned teams, higher ethics and motivation
levels. This tends to be in contrast with ventures that are primarily performance- and
revenue-driven, where employees are primarily focused on creating a pro t.
Corporate Partnerships
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Corporations are increasingly guided by sustainability principles and require similar
commitments from their business partners. At the same time, they look for innovation
sources for their own activities and thus partner with startups, also in order to expand a
corporate positive impact. Corporates offer programmes and support for new ventures in
various areas such as new technologies, resource ef ciency, inequality and education, to
name just a few.

Sum-Up
Impact start-ups bring bene ts to all - start-up itself, investors, customers, and a society
at large. In order to build an impact-driven start-up you need to design an impact strategy
aligned with sustainability principles and UN SDGs - you can do it from the scratch, when
you are at your beginnings, or look for existent positive impacts in the strategy you already
have. To do so, rst you need to de ne core values and understand, which of the
sustainability challenges are embedded in your sector. However, keep in mind that not all
start-ups have or potentially can have positive impacts. In order to determine this, it is
necessary to perform an initial impact assessment, and only then move into developing an
impact strategy.

Reference: *https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3860138

If you are an early-stage venture or start-up, focusing on solving social, environmental and
economic challenges, contributing to circular economy, interested in creating positive
impacts, then SIL Certi cation™ program is for you!
We link best impact start-ups with Investors, who seek sustainable and impact
investment opportunities. Throughout the program, you will meet best practitioners, build
a successful impact strategy, expand your ecosystem and get ready to enter foreign
markets. Check SIL Certi cation™ Brochure for more!
Do you want to build Impact Start-Up and meet Responsible Investors?
Are you ready to conquer International Markets?
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Contact us! lab@swissimpactlead.com

