
The E of ESG for VC

Mohammed Ali
is the research fellow at VentureESG 
for this project and PhD Candidate at 
the University of Cambridge

Dr Johannes Lenhard 
is co-director at VentureESG 
and teaches at the University of 
Cambridge.

The E of ESG for VC
Which environmental considerations  
are material for venture capital investors  
and their portfolio?



2

ESG is increasingly integrated into VC funds’ day-to-day activity, from how they 
operate their funds to how they make investment decisions and provide post-
investment support. Similarly, tech companies are more and more seeing the value 
of implementing ESG practices. However, ESG necessitates a tailored approach, 
customized to a company’s sector, business model, and funding stage, with financial 
materiality acting as the guiding principle. Environmental (“E”) materiality allows VCs 
and their portfolio to identify and prioritize the most critical environmental issues for 
their operations.

VCs can mitigate potential risks and uncover opportunities for cost savings and 
value creation by pinpointing these material environmental factors, such as climate 
impact, resource utilization, and regulatory compliance. Drawing on insights from 
20+ interviews with VC ESG managers, investors and sector specialists, this guide 
is going to be most useful for VCs starting their environmental journeys rather 
than the expert-climate investors. We have identified a number of most material 
environmental aspects (‘material E’) on two levels:

• Material E for VC funds:
VCs’ internal environmental practices are generally less material than their 
financed emissions, i.e. their portfolio. However, VCs should do their own materiality 
assessment and carbon accounting and address the most material issues (likely their 
business travel). We have also created a list of best practices, including how to set an 
internal carbon price and work with sustainability champions.

• Material E for startups:
For VC portfolio companies, material environmental practices highly depend on their 
specific operations. Action needs to start with measuring emissions and a materiality 
assessment; most material leverage points are likely to be found in energy and supply 
chain operations. Three case studies point towards concrete potential starting points.

Executive 
Summary

VentureESG: 

VentureESG is a non-profit organisation working 
with 500+ VC funds and 100+ LPs and asset owners 
globally on meaningful ESG integration across the VC 
value chain. We raise awareness with our curriculum 
of responsible investing events; research, build and 
distribute fit-for-purpose tools and resources and 
provide training to VCs and LPs, with 100+ funds 
already trained. 

Note: The research for this report was sponsored by 
VentureESG steering committee member Atomico - 
thank you for your ongoing support!

The E of ESG for VC
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However, there is currently no comprehensive guidance specifically tailored for VC 
firms on “E” materiality. Existing resources are fragmented across various papers and 
ideas, often conceptualised for climate-specific funds. Our guidance aims to develop a 
cohesive synthesis of these materials, especially targeting non-specialised funds only 
just starting their journey to integrate environmental considerations.

This guide addresses two key areas of focus for VCs regarding environmental 
management:

• Material E for VC funds: What should VCs focus on internally? What should they 
start with (low-hanging fruits) and what are the most advanced VCs doing already 
(best practice)? 

• Material E for portfolio companies: What should the journey of a portfolio company 
look like? When should companies do what when it comes to their environmental 
management? 

Does E(SG) matter to VCs 
and startups?
 
Over the past decade, ESG has become standard practice for investors across asset 
classes and large corporations, mainly spurred by regulatory developments, such as SDR 
in the UK, SFDR and CSRD in Europe, and the new ESG legislation in California.

As  ESG considerations become part of VC investment policies and LP expectations (see 
PRI / KfW Capital / VentureESG papers), research, such as by the European Corporate 
Governance Institute (ECGI), demonstrates that robust ESG practices not only respond 
to societal expectations but also enhance corporate financial performance. This 
business case is particularly true for environmental KPIs, which already influence B2B 
transactions and procurement for SMEs and small companies, as Canadian public LP 
BDC recently argued.

Two aspects of E(SG) Materiality:  
VC-level and portfolio company
ESG materiality involves identifying and prioritizing the ESG issues that have a 
significant impact on financial performance and stakeholder value. By concentrating 
on these, businesses can enhance long-term sustainability and profitability, addressing 
critical issues that could affect their operations and reputation.1 

Environmental or ‘E’ materiality underscores the importance of factors such as climate 
impact, resource use, and regulatory compliance in shaping investment outcomes. 
For VCs, addressing these issues not only mitigates risks, like regulatory changes, but 
also reveals opportunities for cost savings (e.g. around resource scarcity leading to price 
increases).2 

1  VentureESG’s previous work on Materiality Assessments and the Materiality-Filtering Tool provides 
VCs with a framework for identifying and prioritizing the ESG issues most likely to influence and be 
influenced by a company. 
2  Obviously, clean and green tech also provide an increasing investment opportunity for VCs - which is 
not the focus of this paper, however. 

INTRODUCTION:

https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG_Driving-it-forward-ESG-in-Venture-Capital-The-LP-perspective-_260723_single.pdf
https://www.gov.uk/government/publications/sustainability-disclosure-requirements-implementation-update-2024
https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://www2.deloitte.com/us/en/pages/advisory/articles/responding-to-california-state-led-esg-regulations.html
https://www.tandfonline.com/doi/full/10.1080/20430795.2015.1118917
https://www.unpri.org/private-equity/starting-up-responsible-investment-in-venture-capital/9162.article
https://www.kfw-capital.de/Dokumente/ESG-Report-ESG-s%C3%A4en-Nachhaltigkeit-ernten-(Nov.-2021).pdf
https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG_Driving-it-forward-ESG-in-Venture-Capital-The-LP-perspective-_260723_single.pdf
https://www.ecgi.global/sites/default/files/working_papers/documents/smefinal.pdf
https://www.ecgi.global/sites/default/files/working_papers/documents/smefinal.pdf
https://www.bdc.ca/en/about/mediaroom/news-releases/small-businesses-left-out-big-contracts-without-esg-reporting-bdc-study
https://www.stern.nyu.edu/sites/default/files/assets/documents/NYUSternCSBSustainabilityMateriality_2019_0.pdf
https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG_MATERIALITY-ASSESSMENT-FOR-VENTURE-CAPITAL_Whitepaper_071122.pdf
https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG-MaterialityTool-Apr24-Final-White-Paper.pdf
https://www.pwc.com/gx/en/issues/esg/state-of-climate-tech-2023-investment.html
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A very quick map of relevant regulation            

REGULATORY FRAMEWORK

SFDR

EU-based 
financial market 
participants 
with over 500 
employees.

CSRD

EU-based 
companies 
meeting two of 
the following 
three conditions 
have to comply: 
€50+ million 
revenue,  €25+ 
million in assets 
and/or 250+ 
employees.

SECR

UK-based 
Companies 
meeting two of 
the following 
three conditions 
have to comply: 
turnover of 
£36+ million, 
a balance 
sheet of £18+ 
million, >250 
employees.

SDR

UK-listed 
companies, 
asset managers, 
and owners.

ESOS

UK-based 
Companies with 
>250 employees 
or an annual 
turnover in 
excess of £44 
million and an 
annual balance 
sheet total in 
excess of £38 
million.

CSDDD

EU 
companies 
with 1,000 
employees 
if, during a 
financial year, 
they had 
an annual 
worldwide 
net turnover 
of more than 
€450 million. 
Non-EU 
companies 
which have 
more than 
€450 million 
net turnover 
in the EU.

REQUIREMENTS

Disclosure 
requirements 
include a range 
of ESG metrics 
at entity and 
product levels, 
necessitating 
standardized 
sustainability 
reporting and 
data collection 
from clients 
and portfolio 
companies

Requires 
companies 
to report on 
the impact 
of corporate 
activities on the 
environment 
and society 
and requires 
the audit 
(assurance) 
of reported 
information.

Requires 
companies to 
report on global 
energy use in 
addition to GHG 
emissions in 
the company’s 
annual 
Directors’ 
Report.

Requires 
companies 
to disclose 
sustainability-
related 
information, 
including ESG 
metrics.

Audits of the 
energy used by 
their buildings, 
industrial 
processes 
and transport 
designed 
to identify 
tailored and 
cost-effective 
measures to 
save energy 
and achieve 
carbon and cost 
savings.

Companies 
must identify, 
prevent, 
mitigate, 
and account 
for adverse 
sustainability 
impacts 
in their 
operations 
and value 
chains.

The basics of carbon 
footprint and Greenhouse 
Gas (GHG) Emissions
The most frequently discussed material E issues for both VCs and their portfolio 
companies are carbon footprint and GHG emissions. Effective management and 
reduction of these emissions, across Scopes 1, 2, and 3, are critical due to their 
significant impact on climate change. There is a growing expectation for VCs to track, 
report, and establish reduction targets for their carbon footprint, down to their Scope 
3 emissions (i.e. portfolio companies), both because of SFDR/SDR/TCFD regulation 
and LP reporting. These requirements alone make carbon accounting material for 
fundraising (for both VCs and LPs), and increasingly, it is becoming standard practice. 
Importantly, measuring emissions sets a starting point for future work on both 
mitigation and reduction (see a recent MIT study on the importance of measuring). 
What does standard carbon accounting involve? 

Emissions Scope 1, 2, 3 and 4
Scope 1: Includes direct emissions from sources owned or controlled by the company, 

such as fuel combustion in vehicles or facilities. 

Scope 2: Covers indirect emissions from the production of electricity, heating, and 

cooling that the company purchases and consumes. 

Scope 3: Encompasses all other indirect emissions across the company’s value chain, 

including both upstream and downstream activities. 

Scope 4: Often referred to as “avoided emissions,” Scope 4 includes GHG emissions 

prevented by a company’s products or services that occur outside its value chain.

 
 
For more context, carbon accounting platform Plan A 🔗  
has published a detailed guide on the different Scopes. 

SECTION 0:

https://finance.ec.europa.eu/regulation-and-supervision/financial-services-legislation/implementing-and-delegated-acts/sustainable-finance-disclosures-regulation_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32022L2464
https://www.gov.uk/government/publications/environmental-reporting-guidelines-including-mandatory-greenhouse-gas-emissions-reporting-guidance
https://www.gov.uk/government/publications/sustainability-disclosure-requirements-implementation-update-2024
https://www.gov.uk/guidance/energy-savings-opportunity-scheme-esos
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32022L2464
https://www.carbontrust.com/our-work-and-impact/guides-reports-and-tools/what-are-scope-3-emissions-and-why-do-they-matter
https://www.carbontrust.com/our-work-and-impact/guides-reports-and-tools/what-are-scope-3-emissions-and-why-do-they-matter
https://a.storyblok.com/f/109506/x/477eb3084f/valuing-carbon-in-private-markets.pdf
https://mitsloan.mit.edu/ideas-made-to-matter/companies-submit-to-audit-see-their-emissions-rise-and-thats-ok
https://plana.earth/glossary/scope-4-emissions#:~:text=Scope%204%20emissions%2C%20commonly%20referred,result%20of%20using%20that%20product.
https://plana.earth/academy/what-are-scope-1-2-3-emissions
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Case Study 1: 

Atomico’s internal carbon price

Atomico is one of the first VCs to implement an internal carbon fee, 
a strategy that assigns a cost to GHG emissions, guiding investment 
decisions and promoting internal sustainable decision making. This 
practice not only encourages reducing carbon output and staying 
ahead of regulations but also supports climate-focused initiatives.

Atomico is using the Milkywire Methodology to set an internal 
carbon fee, based on “contribution logic,” where companies 
voluntarily tax their emissions to fund high-quality, verifiable climate 
initiatives, going beyond traditional carbon offsetting strategies. The 
methodology is built on several key steps: initially, a carbon fee is 
set based on parameters such as the social cost of carbon, marginal 
abatement costs, or the expenses related to carbon removal. The 
funds generated from this fee are then directed toward climate 
projects that follow best practices, as recommended by organizations 
like the SBTi and WWF/BCG. To ensure accountability, transparency 
is upheld through regular reporting on climate contributions and the 
allocation of these funds.

Atomico’s internal carbon fee is organised into a two-tier structure 
that differentiates between emissions directly attributable and 
within a companies control, and indirect emissions shared by many 
actors: $100 per ton of CO₂ for Scope 1, 2, and 3 emissions, with certain 
categories like Scope 3.1 (purchased goods and services) and 3.15 
(financed emissions) receiving a lower price of $10 per ton of CO₂.

The funds generated from this fee are allocated to climate 
projects, and in 2023, they were allocated to Milkywire’s Climate 
Transformation Fund. This fund backs high-impact initiatives centred 
on durable carbon removal, nature restoration, and decarbonization, 
ensuring that Atomico’s contributions result in measurable and 
lasting climate benefits.

Carbon Accounting Platforms - A Long List 

Carbon accounting platforms help track carbon footprints, both in terms of gathering 
precise data and enabling firms to set realistic reduction targets and monitor 
progress effectively. Many different platforms are available to cater to a variety of 
different needs. 

We have pulled a list of the most widely used platforms by VCs in our community 
together: VentureESG’s Notion

How to get started:  

Icebreaker One and the British Business Bank 🔗 have published insights 
on market trends, costs, and challenges SMEs face in carbon reporting, 
including research on over 270 solutions and detailed survey results from 
SMEs and providers.

 
Offsetting and its alternative

The interviews make clear that carbon reduction should be the focus when working towards 
net zero. However, it’s also acknowledged that some emissions will remain unavoidable. 
Offsetting enables companies to invest in initiatives that reduce or remove an equivalent 
amount of greenhouse gases from the atmosphere in an attempt to balance out these 
unavoidable emissions.

The effectiveness of carbon removal and offsetting is increasingly being questioned, by 
the Financial Times, among others. Prioritizing auditable carbon data provides a reliable 
approach to emissions reduction, allowing informed decisions and enhancing credibility. 
However, stronger verifiability and accountability are needed for frameworks such as the EU’s 
carbon removal certification to drive meaningful progress.

The interviewed VCs that purchase carbon credits to offset emissions highlighted that VCs 
must prioritize quality, transparency, and long-term impact. Carbon credits should come 
from verified projects adhering to the Verified Carbon Standard (VCS) or Gold Standard, 
ensuring the reductions are real, measurable, and additional. VCs should choose projects with 
transparency: clear disclosure of methods, baselines, and sustainability practices. 

As part of this work, we have compiled a list of offset providers that VCs use – and others that 
are also suitable: VentureESG’s Notion

How to get started: 

The FSB 🔗, Ecohedge 🔗, and Sustain.Life 🔗 have published guides on 
carbon credits and carbon offsetting.

https://www.notion.so/venturesg/VentureESG-Members-Resource-Bank-726ba61b7cf44ba6bb777e29400b925f
https://ib1.org/ecosystem/2024-carbon-reporting-solutions-report/
https://chapterzero.org.uk/review-ambition/credible-net-zero-targets/carbon-offsetting-explained/
https://www.omnevue.com/the-pitfalls-of-carbon-removal-and-offsetting/
https://www.omnevue.com/the-pitfalls-of-carbon-removal-and-offsetting/
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fig.ft.com%2Fone-trillion-trees%2F&data=05%7C02%7Cmarc.lepere%40kcl.ac.uk%7Cfa1adb856ca043d686de08dc2ca94a2d%7C8370cf1416f34c16b83c724071654356%7C0%7C0%7C638434352817633832%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=8wBd8ynOuWHG0MXlzJveFnss5E3ld9MBvvPsZwlp7ho%3D&reserved=0
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fig.ft.com%2Fone-trillion-trees%2F&data=05%7C02%7Cmarc.lepere%40kcl.ac.uk%7Cfa1adb856ca043d686de08dc2ca94a2d%7C8370cf1416f34c16b83c724071654356%7C0%7C0%7C638434352817633832%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=8wBd8ynOuWHG0MXlzJveFnss5E3ld9MBvvPsZwlp7ho%3D&reserved=0
https://www.omnevue.com/the-pitfalls-of-carbon-removal-and-offsetting/
https://www.omnevue.com/the-pitfalls-of-carbon-removal-and-offsetting/
https://ec.europa.eu/commission/presscorner/detail/en/ip_24_885
https://ec.europa.eu/commission/presscorner/detail/en/ip_24_885
https://ec.europa.eu/commission/presscorner/detail/en/ip_24_885
https://verra.org/programs/verified-carbon-standard/
https://verra.org/programs/verified-carbon-standard/
https://marketplace.goldstandard.org/collections/projects
https://marketplace.goldstandard.org/collections/projects
https://www.notion.so/venturesg/VentureESG-Members-Resource-Bank-726ba61b7cf44ba6bb777e29400b925f
https://www.fsb.org.uk/resources-page/carbon-offsetting-a-guide-for-small-businesses.html
https://www.fsb.org.uk/resources-page/carbon-offsetting-a-guide-for-small-businesses.html
https://ecohedge.com/blog/carbon-offsetting-for-businesses-a-practical-guide/
https://ecohedge.com/blog/carbon-offsetting-for-businesses-a-practical-guide/
https://www.sustain.life/blog/guide-to-carbon-offsetting
https://www.sustain.life/blog/guide-to-carbon-offsetting
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Before we dive into the side of financed emissions, i.e. what happens at the portfolio 
company level, let’s go through some of the more significant VC-internal material 
issues, ordered by both impact potential and ease of implementation.

As VCs increasingly offset emissions, internal environmental focus is crucial for 
prioritizing emission reduction before relying on such offsets, especially with rising 
carbon prices.

1. Business Travel
The interviews highlighted that business travel, particularly air travel, is a significant 
source of emissions for VC firms — globally, air travel contributes to 2-3% of GHG 
emissions. One investor remarked, “The nature of our work means we are often on 
planes, which contributes heavily to our operational emissions.” Shifting away from 
traditional in-person practices is challenging in an industry reliant on personal 
relationships. Several VCs however, have adopted sustainability measures in their 
travel policies (Examples include: HV Capital, Balderton Capital, and Atomico). 

Potential Impact: 5/5 
Ease of Implementation: 3/5

Concrete starting points

Track: 

Measuring flight emissions is a first step — and will form part of your carbon 
accounting.

Reduce: 

Having rules for using lower-emission economy flights 🔗 and trains and 
eliminating non-essential travel (e.g. prioritize virtual meetings for internal 
communications and routine check-ins) are the first steps. 

Further Guidance: 

American Express Global Business Travel 🔗 and Inspired 🔗 have both 
recently published strategies aimed at helping companies develop business 
travel policies that incorporate sustainability. 

Material E for VCs 

Where do VCs emit: most material sources 
of emissions

In order to figure out where to focus, a materiality assessment should be the first step, 
both for VC firms and portfolio companies. 

The interviewees noted that for VCs, the main direct sources of emissions (which VCs 
can control themselves) typically include business travel, energy consumption in 
office spaces, and digital activities, such as data storage and processing. Examples of 
VC emissions are shown below. 

However, VCs we interviewed acknowledged that their own, direct emissions, 
specifically scopes 1 and 2, represent a small fraction of their total carbon footprint—
often less than 5% compared to their total emissions. Scope 3, and particularly 
‘financed emissions’, are hence a key focus. 

SECTION I:

https://perspectives.hvcapital.com/hubfs/ESG%20Annual%20Report/HV%20Capital%20ESG%20Annual%20Report%202023.pdf
https://www.balderton.com/wp-content/uploads/2024/07/SFG-Report-2023-FINAL.pdf
https://media.graphassets.com/DkIiFEDSNyyROpxsSVMp
https://www.weforum.org/agenda/2022/11/business-travel-energy-work-sustainable-pandemic/
https://www.amexglobalbusinesstravel.com/the-atlas/build-sustainable-travel-policy/
https://inspiredplc.co.uk/insights/industry-news/cop-blogs/how-to-build-a-sustainable-corporate-travel-policy-and-cut-carbon/
https://inspiredplc.co.uk/insights/industry-news/cop-blogs/how-to-build-a-sustainable-corporate-travel-policy-and-cut-carbon/
https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG_MATERIALITY-ASSESSMENT-FOR-VENTURE-CAPITAL_Whitepaper_071122.pdf
https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG-MaterialityTool-Apr24-Final-White-Paper.pdf
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3. Procurement 
Procurement of goods and services, along with business travel, are often VCs’ primary 
emissions sources. Interviewees highlighted that procurement-related emissions 
primarily stem from legal, tax accounting, and consulting services.

The interviewees noted that procurement-related emissions are more complex than 
direct emissions due to managing and mitigating emissions across the supply chain. 
A sustainable procurement policy was highlighted as necessary by the leading VCs, 
which should include vendor evaluation criteria and encourage partnerships with 
suppliers who actively manage their emissions, helping to reduce indirect emissions 
and simplify Scope 3 accounting.

Potential Impact: 5/5 
Ease of Implementation: 2/5

Concrete starting points

Establish Sustainable Procurement Guidelines: 

Define the objectives, methods, and KPIs 🔗 for implementing a sustainable 
procurement approach.

Supplier Selection & Management: 

Compile a list of vendors aligned with sustainability goals 🔗, prioritizing 
those with environmental certifications. Actively engage suppliers and 
monitor sustainability performance. Particularly for lawyers, consultants, 
and accountants, as these services contribute significantly to procurement 
emissions.

Sustainability Reporting: 

Track progress through data, reporting sustainability outcomes, and 
ensuring transparency with procurement guidelines in the medium term.

Further Guidance  

Sievo 🔗 has published a playbook and action plan on Sustainable 
Procurement 101, and The Chartered Institute of Procurement & Supply 🔗 
has outlined hints and tips for developing a Sustainable Procurement Policy.     

2. Sustainable Offices
Energy consumption in buildings contributes to approximately 17% of the UK’s total 
GHG emissions. The interviews highlighted that considerable internal VC emissions 
are linked to office operations, particularly within the larger VCs. Energy use from 
HVAC systems, lighting, and electronic equipment are all indirect emissions sources, 
primarily from purchased electricity. Energy costs can still be significant even for 
non-energy-intensive businesses such as VCs. Implementing sustainable office and 
energy efficiency measures will enhance sustainability and reduce operational costs. 
There is a recognition that some VCs typically use shared office spaces and lack 
direct control over building-related emissions, which fall under Scope 3 for purchased 
services. For those VCs, this should be factored in during the procurement process. 

Potential Impact: 4/5 
Ease of Implementation: 3/5

Concrete starting points         

Renewable Energy Use: 

Transition to green energy 🔗tariffs, those supported by mechanisms 
such as the Renewable Energy Guarantees of Origin (REGO) 🔗 for 
transparency within the UK or Guarantees of Origin (GoOs) 🔗 within the EU 
to ensure transparency.     

Implement Energy-efficient Systems: 

Install energy-efficient LED lighting 🔗HVAC systems, and smart controls to 
optimize energy use and reduce the office’s environmental footprint.  
     

Use Sustainable Materials: 

In the office, prioritize eco-friendly and sustainable procured office 
materials.       

Further Guidance: 

K2 🔗 and Oktra’s 🔗 provide guides on sustainable office design. Greenly 
🔗 has published several guides on green practices for the office 🔗 and 
strategies to create more sustainable office spaces 🔗. UK GBC 🔗 has 
published guidance on renewable energy procurement.     
           

https://www.gep.com/blog/strategy/kpis-for-sustainable-supply-chain#:~:text=Reducing%20supply%20chain%20waste%2C%20measuring,processes%20and%20reduce%20operating%20costs.
https://sievo.com/blog/sustainable-supplier-selection-devolopment-sustainability-series-part.-4
https://sievo.com/en/resources/sustainable-procurement-101#workbook
https://www.cips.org/intelligence-hub/sustainability/sustainable-procurement-strategy
https://www.theccc.org.uk/wp-content/uploads/2020/12/Sector-summary-Buildings.pdf
https://www.theccc.org.uk/wp-content/uploads/2020/12/Sector-summary-Buildings.pdf
https://www.british-business-bank.co.uk/business-guidance/guidance-articles/sustainability/how-to-get-your-electricity-from-renewable-sources
https://www.british-business-bank.co.uk/business-guidance/guidance-articles/sustainability/how-to-get-your-electricity-from-renewable-sources
https://www.ofgem.gov.uk/environmental-and-social-schemes/renewable-energy-guarantees-origin-rego
https://www.ofgem.gov.uk/environmental-and-social-schemes/renewable-energy-guarantees-origin-rego
https://www.ofgem.gov.uk/guarantees-origin-goos
https://www.ofgem.gov.uk/guarantees-origin-goos
https://energysavingtrust.org.uk/advice/lighting/
https://energysavingtrust.org.uk/advice/lighting/
https://k2space.co.uk/knowledge/designing-sustainable-offices
https://www.oktra.co.uk/insights/what-is-sustainable-office-design/
https://greenly.earth/en-gb/resources
https://greenly.earth/en-gb/blog/company-guide/green-practices-you-can-easily-implement-at-your-office
https://greenly.earth/en-us/blog/company-guide/10-ways-to-create-a-more-sustainable-office-space
https://ukgbc.org/resources/renewable-energy-procurement-part-2/
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Case Study 2: 

What Molten Ventures do internally  

Molten Ventures is working to enhance sustainability within 
its operations. The firm is committed to aligning its internal 
practices with broader goals of resource efficiency and carbon 
reduction. These efforts reduce Molten’s environmental impact 
whilst fostering a culture of sustainability across the company, 
its supply chain, and its portfolio companies, setting a strong 
example for others.

Molten Ventures has taken significant steps to reduce its carbon 
footprint through a comprehensive set of internal initiatives 
targeting Scope 1, 2, and 3 emissions. Central in these efforts is 
the transition of its London office to 100% renewable electricity, 
which has led to a marked reduction in Scope 2 emissions. 
Additionally, the firm is now recycling 52% of office waste thanks 
to a strategic partnership with an environmentally focused waste 
management provider. Molten has also introduced a cycle-to-
work scheme, decreasing transportation-related emissions. 

The implementation of policies to reduce emissions has been 
an important step for Molten Ventures, including a Travel & 
Expenses Policy to minimize the carbon footprint of business 
travel and a Group Sustainable Procurement Policy, emphasizing 
responsible sourcing and disposal of capital goods and IT 
equipment.

Additionally, for carbon emissions that cannot be reduced, 
Molten Ventures invests in carbon credits to offset emissions 
from Scope 1, 2, and select Scope 3 categories within its control.

4. Commuting
Employee commuting is likely a small contributor to VC emissions and, hence, not the 
most material focus point. The categorization and reporting of employee commuting 
emissions are included under Scope 3 emissions in the GHG Protocol, which covers 
all indirect emissions not accounted for in Scope 2; doing your carbon accounting 
should bring any specific ‘big emitters’ up! 

Potential Impact: 2/5 
Ease of Implementation: 4/5

Further Guidance: 

The SME Climate Hub 🔗 and thinkstep 🔗 explain and guide on reducing 
commuting emissions. Zeelo 🔗 has a guide on sustainable commuting for 
businesses.             

5. Waste 
Waste management in the UK contributed approximately 4% of the country’s GHG 
emissions in 2021. Although waste emissions are low in VCs, effective waste strategies 
send the right message to portfolio companies, reduce landfill impact, and can be 
straightforward and cost-effective to implement. VCs’ waste sources primarily include 
paper, food waste, single-use plastics, electronic waste, and packaging materials. 
An ESG manager at a leading VC advocated for the waste hierarchy, promoting 
prevention, reuse, and recycling as the primary strategies, with disposal reserved as 
the last option. Similar to commuting, the overall impact on emissions is low, but 
addressing does send the right message. 

Potential Impact: 2/5 
Ease of Implementation: 4/5

Further Guidance: 

The Institute for Entrepreneurship Development’s 🔗 circular economy 
guidance and Business Climate Hub’s 🔗 waste reduction strategies offer 
guidance on waste management. NI Business Info 🔗 and Greenbank 🔗 
have published frameworks to formulate an office waste policy.       

https://ghgprotocol.org/sites/default/files/2022-12/Chapter7.pdf
https://ghgprotocol.org/sites/default/files/2022-12/Chapter7.pdf
https://smeclimatehub.org/wp-content/uploads/2023/11/Action_guides_8_-_Commuting.pdf
https://www.thinkstep-anz.com/resrc/blogs/scope-3-focus/7-employee-commuting/
https://www.thinkstep-anz.com/resrc/blogs/scope-3-focus/7-employee-commuting/
https://zeelo.co/blog/six-ways-to-encourage-sustainable-commuting-within-your-organisation
https://assets.publishing.service.gov.uk/media/64a67cc37a4c230013bba230/2005-21-local-authority-ghg-emissions-statistical-release-update-060723.pdf
https://assets.publishing.service.gov.uk/media/64a67cc37a4c230013bba230/2005-21-local-authority-ghg-emissions-statistical-release-update-060723.pdf
https://www.businesswaste.co.uk/sectors/office-waste-management/office-waste-facts/
https://eur-lex.europa.eu/EN/legal-content/glossary/waste-hierarchy.html
https://ied.eu/project-updates/projects/cem-for-smes/circular-economy-reduce-waste-smes/
https://ied.eu/project-updates/projects/cem-for-smes/circular-economy-reduce-waste-smes/
https://businessclimatehub.uk/reduce-waste-and-maximise-resources/
https://businessclimatehub.uk/reduce-waste-and-maximise-resources/
https://www.nibusinessinfo.co.uk/content/create-waste-management-action-plan
https://greenbankwastesolutions.com/do-i-need-a-business-waste-management-policy/
https://greenbankwastesolutions.com/do-i-need-a-business-waste-management-policy/
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2. Environmental Policy
VCs noted that environmental policies signal a commitment to reducing 
environmental impact and advancing sustainability. Often part of ESG policies, 
these policies should set clear goals, assign responsibilities, and identify areas for 
improvement. Advanced policies lay out how environmental factors are integrated into 
investment decisions and ensure portfolio companies adopt sustainable practices. 

How to get started: 

Worldflavor 🔗 has published an environmental policy template for 
businesses. The British Assessment Bureau 🔗 has published guidance 
on environmental policy development, too. On guidance on ESG policy in 
general, Anna Ott of HV Capital, in collaboration with VentureESG, wrote a 
practical guide on how to write an ESG policy for a VC Fund 🔗. 

Examples: 

Antler 🔗 and Speedinvest 🔗 have ESG policies with a section focusing on 
sustainability.

3. Training and education
The interviewed VCs, particularly those further along the sustainability spectrum, 
emphasized the role of engagement and education in driving environmental 
improvements both internally and for portfolio companies. Sustainability training 
should cover an overview of sustainability principles, specific company goals, and 
practical actions to reduce environmental impact. Training can lead to alignment with 
the VC’s sustainability goals and foster ownership.

Some VCs have introduced tailored educational workshops for their portfolio 
companies, offering consulting services to assess climate maturity and enhance 
ESG practices. These workshops outline the importance of risk management and 
highlight the potential for growth through climate-related innovations. Some of the 
ESG managers observed that since VCs often hold minority stakes in startups, they can 
not enforce changes directly. Instead, education is seen as an effective tool to promote 
sustainability. 

How to get started:  

The UK Climate Business Hub 🔗 has a number of resources for 
sustainability training for businesses. The SME Climate Hub 🔗 provides 
a free online training course to help SMEs reduce their carbon emission. 
Altruistiq 🔗 has published a podcast on how to set up an internal 
sustainability training program. 

Best Practice

From our interactions with VCs, we have identified three best practices that are 
currently being adopted across our VC community internally to address the most 
material environmental issues and to support their portfolio companies in reducing 
carbon emissions.

1. Materiality Assessment
Conducting materiality assessments is an important starting point for identifying 
and addressing environmental factors for both internal operations and portfolio 
companies. An assessment identifies priorities for time and resources, ensures 
coordination among managers, investors, and founders, and provides a clear 
roadmap for sustainable growth.

While many environmental issues are material across the VC landscape, some firms 
have unique challenges that a materiality assessment can illuminate. For larger 
VCs, this may be addressing the management of multiple offices and higher travel 
demands. In comparison, smaller VCs can use materiality assessments to optimize 
energy efficiency, commuting policies, and sustainable procurement. 

Materiality assessments are also critical for VCs to understand the environmental 
impact of their portfolio companies. Environmental factors must be customized to 
align with a start-up’s specific sector, business model, and stage of development — 
assessments in the VC ecosystem must be tailored to address the uncertainties of 
disruptive technologies. 

How to get started:

VentureESG has published several guides on Materiality Assessments 
🔗 and a Materiality-Filtering Tool 🔗 for VCs. KPMG has published ‘The 
Essentials of Materiality Assessment’ 🔗. SASB’s Materiality Map 🔗 
identifies likely material sustainability issues on an industry-by-industry 
basis

https://blog.worldfavor.com/how-to-create-an-environmental-policy
https://www.british-assessment.co.uk/insights/writing-an-environmental-policy/
https://medium.com/@hello_23899/how-to-write-an-esg-policy-for-a-vc-fund-a-practical-guide-1969e7a5f32b
https://medium.com/@hello_23899/how-to-write-an-esg-policy-for-a-vc-fund-a-practical-guide-1969e7a5f32b
https://assets.website-files.com/62d19f82a58657afab15127b/66947233767b23763eaf81fd_Antler%20ESG%20and%20Impact%20Policy%20-%20June%202024%20FINAL.pdf
https://drive.google.com/file/d/1FeSV_XXuAjgXaqcAi3iBfV7i8IzrNdr6/view
https://drive.google.com/file/d/1FeSV_XXuAjgXaqcAi3iBfV7i8IzrNdr6/view
https://businessclimatehub.uk/sustainability-training/
https://smeclimatehub.org/climate-fit/
https://altruistiq.com/state-of-sustainability/resource/how-to-set-up-an-internal-sustainability-training-program
https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG_MATERIALITY-ASSESSMENT-FOR-VENTURE-CAPITAL_Whitepaper_071122.pdf
https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG-MaterialityTool-Apr24-Final-White-Paper.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2014/10/materiality-assessment.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2014/10/materiality-assessment.pdf
https://sasb.ifrs.org/standards/materiality-map/
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4. Internal Sustainability Champions 
A designated ESG lead or team can help VCs achieve sustainability goals by ensuring 
that environmental considerations are integrated and considered in business 
operations.

An ESG lead should first secure senior management support to ensure the allocation 
of necessary resources, such as budget and staff time, and to integrate sustainability 
into the firm’s long-term strategic goals. They must establish clear, measurable 
sustainability objectives tailored to the VC’s operations and based on materiality 
assessment. Regular communication with staff, partners, and investors is crucial to 
ensure alignment and engagement in the firm’s sustainability efforts. Additionally, 
the lead should monitor progress through key metrics, celebrating achievements 
while identifying areas for improvement to ensure continuous progress.

ESG leads can provide guidance to portfolio companies to assist them in adopting 
more sustainable practices. This includes sharing best practices, offering insights on 
emissions reductions, and helping them align with broader environmental goals. 

How to get started: 

PlanetMark 🔗 has created extensive guides on how sustainability can be 
driven in a businesses. LfCA 🔗 have published guidance on setting up an 
ESG team. Plan A 🔗 has published guidance on starting an ESG team in 
your company.          

https://www.planetmark.com/unlocking-your-employees-passion-through-sustainability-champions/
https://blooloop.com/wp-content/uploads/2022/04/guide-setting-up-a-sustainability-champions-programme.pdf#:~:text=Focus%20on%20the%20quick%20wins,than%20no%20progress%20at%20all.
https://lfca.earth/action/set-up-a-green-team/
https://plana.earth/academy/start-a-green-team-in-your-company
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Material E
No matter what VCs do internally, their financed emissions — i.e. what their portfolio 
companies do in terms of environmental footprint and practices — will always 
have a significantly higher impact. While internal environmental management 
for VCs (Section I) is crucial to set the right tone and understand environmental 
management’s complexities, the focus needs to be on the portfolio.

As with all ESG practices, interviewers noted that an ‘E’ materiality assessment is 
crucial for startups. Different sectors and stages have distinct materiality needs. 
For instance, the environmental materiality of B2B SaaS companies — driven by 
emissions from energy usage in servers and data centres — differs from industry 2.0 
and cleantech startups, where emissions might sit in supply chains, raw materials, 
and disposal of components. 

A tailored approach is needed to appropriately address each sector’s unique 
environmental challenges. As highlighted before, VentureESG has published 
several guides on assessing materiality issues and materiality for VCs and portfolio 
companies. The topics discussed below reflect the most common environmental 
challenges and best practices.

Case Study 3: 

What Oxford Science Enterprises 
are doing with their portfolio

Engaging with portfolio companies on environmental sustainability, 
especially early-stage companies with limited resources, requires 
tailoring environmental expectations and guidance to each 
company’s stage and sector. Oxford Science Enterprises (OSE) adapts 
its engagement efforts, including ESG & Impact workshops, to the 
specific stage and sector of each company to ensure environmental 
efforts are both relevant and feasible, to ultimately maximize their 
impact and sustainability.

OSE believes that sustainability efforts should evolve as companies 
scale — from initially identifying material risks and opportunities to 
inform their overarching strategy, to implementing programmes to 
monitor and report, such as emissions measurement, to setting and 
achieving specific environmental targets. ESG & Impact workshops 
serve as a starting point to help portfolio companies identify and 
prioritise sustainability topics. For instance, discussions with life 
sciences companies may focus on water and energy use or plastic 
waste in laboratories, whereas the key topics for deep tech companies 
may include raw material sourcing and energy consumption in 
manufacturing.

The primary goal of these sessions is to identify areas where the 
company may need support, guiding companies to a position of 
proactive environmental responsibility, without overwhelming them. 
This may include advising on policies, connecting the team with 
specialised providers or consultants – such as emissions measurement 
or LCA providers – or sharing industry-specific initiatives and guidance. 
Looking ahead, collecting examples of best practices across the 
portfolio and enabling peer-to-peer connections are growing areas of 
support to further ensure guidance is tailored to sector and stage.

OSE emphasises a flexible, phased approach to sustainability while 
being on hand to offer support to help companies refine and enhance 
their strategies as they grow.

SECTION II:

https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG_MATERIALITY-ASSESSMENT-FOR-VENTURE-CAPITAL_Whitepaper_071122.pdf
https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG-MaterialityTool-Apr24-Final-White-Paper.pdf
https://www.ventureesg.com/wp-content/uploads/2024/05/VentureESG-MaterialityTool-Apr24-Final-White-Paper.pdf
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1. Start with measuring your  
GHG Emissions

As discussed in Section 0, GHG emissions are the most significant environmental 
factor for portfolio companies. Emissions directly impact startups’ sustainability, 
regulatory compliance, and market reputation, and early action is recognized as 
essential to enhancing operational efficiency and competitive positioning in an 
increasingly green-focused economy.

Regulations, such as SFDR, CSRD the EU’s new Digital Product Passport (DPP) and 
future policies for market demand-led innovation, will require transparency in the 
carbon footprints of products sold, affecting market access and consumer trust.

Many VCs support their portfolio companies by offering resources such as 
subscriptions to carbon accounting platforms and best practice guides. Starting early 
with carbon accounting (e.g. for 15 FTEs up) ensures consistent data once regulatory 
compliance kicks in. There are also several free tools to calculate scope 1, 2 and 3 
emissions such as those by the Carbon Trust, SME Climate Hub and the GHG Protocol 
Calculator.

Case Study 4: 

Balderton Capital’s Active 
Collaboration with Portfolio 
Companies

Balderton Capital actively collaborates with its portfolio companies 
to encourage them to start measuring and tracking their carbon 
emissions. Balderton’s motivation is twofold: (1) to get start-ups 
started on their climate journey early to save them time, cost and 
complexity further down the line, and (2) to better understand and 
quantify its financed emissions. In 2023, 37% of Balderton’s portfolio 
companies (representing 62% of AUM) were measuring their 
emissions, up from 24% in 2022. 

This improvement was largely driven by the rollout of a portfolio-
wide carbon footprinting campaign. Balderton offers all companies 
in the portfolio to calculate their carbon footprint for free using 
Sweep. After an introductory webinar on carbon accounting and 
an overview of the Sweep platform’s functionalities, portfolio 
companies receive a dynamic carbon survey that enables the 
automatic calculation and integration of their emissions data with 
Balderton’s system. The survey guides users through activity and 
monetary data collection, while selecting appropriate emissions 
factors at the backend. As part of its 2024 campaign, Balderton also 
added a 1-to-1 “debrief and act” clinic to give each company the 
opportunity to discuss their results with a carbon expert and agree 
on action they could take. 

Balderton Capital’s Annual Report on Sustainable Future Goals 
exemplifies best practices by delineating sustainable benchmarks 
across its portfolio. It details the percentage of portfolio companies 
engaging in sustainable activities both at the company level and 
across its value chain.

https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://blog.worldfavor.com/the-eus-new-digital-product-passport-dpp-everything-you-need-to-know#:~:text=What's%20a%20Digital%20Product%20Passport,comprehensive%20information%20about%20its%20lifecycle.
https://blog.worldfavor.com/the-eus-new-digital-product-passport-dpp-everything-you-need-to-know#:~:text=What's%20a%20Digital%20Product%20Passport,comprehensive%20information%20about%20its%20lifecycle.
https://www.cisl.cam.ac.uk/files/innovate_uk_full_technical_report_11_05_2023.pdf
https://www.cisl.cam.ac.uk/files/innovate_uk_full_technical_report_11_05_2023.pdf
https://www.notion.so/venturesg/VentureESG-Members-Resource-Bank-726ba61b7cf44ba6bb777e29400b925f
https://www.carbontrust.com/our-work-and-impact/guides-reports-and-tools/sme-carbon-footprint-calculator
https://www.carbontrust.com/our-work-and-impact/guides-reports-and-tools/sme-carbon-footprint-calculator
https://smeclimatehub.org/start-measuring/
https://smeclimatehub.org/start-measuring/
https://ghgprotocol.org/calculation-tools-and-guidance
https://ghgprotocol.org/calculation-tools-and-guidance
https://ghgprotocol.org/calculation-tools-and-guidance
https://www.balderton.com/wp-content/uploads/2024/07/SFG-Report-2023-FINAL.pdf
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2. Energy: low-hanging fruits? 

An environmental concern for all startups is energy usage, which can stem from mul-
tiple sources, such as transportation, data centres, and manufacturing or production 
processes. In particular, some of the interviewed VCs expressed concern about a sig-
nificant rise in emissions from server use, particularly due to the energy demands of 
AI-driven technologies. For example, AI development caused a 48% surge in Google’s 
emissions over the past five years.

The interviews highlighted that reducing emissions from energy usage in startup 
operations is particularly challenging due to the demands of rapid growth and the 
energy-intensive nature of emerging technologies. However, startups can overcome 
these challenges by integrating energy-efficient practices early, leveraging renewable 
energy sources, adopting low-carbon heating and cooling, optimizing space, and 
adopting sustainable business models aligned with long-term growth. Focusing on 
sustainability from the outset allows startups to balance growth with environmental 
responsibility.

Two best practice examples on this front are GoCardless, an online payment 
processing solution which has set a goal of 100% self-generation of electricity by 2027, 
and Celonis, a data processing company that has reduced carbon intensity from 
server sources and is increasingly powered by renewables.

How to get started: 

The Energy Efficiency Movement 🔗 is a collaborative effort between 
leading organizations on energy efficiency and their Energy Efficiency 🔗 
Playbook 🔗 is an important read for start-ups. The Exponential Roadmap 
Initiative 🔗 has published a vital 1.5°C Business Playbook 🔗 for start-ups.

3. Supply chain emissions: big leverage is 
possible but it is complicated

The VCs interviewed recognized that startup supply chains are a significant environ-
mental concern. As reported by Accenture, supply chains account for 60% of global 
carbon emissions. 

Managing supply chains across diverse sectors within their portfolios is challenging 
for VCs. Each industry has unique complexities, and the lack of transparency and 
varying control over global suppliers often complicates efforts to monitor and reduce 
emissions. 

VCs further along the spectrum recommend that later-stage startups begin by 
mapping their supply chains to identify critical areas of carbon emissions. Best 
practices then include collaboration with suppliers with strong sustainability 
practices, encouraging renewable energy use, and implementing robust tracking 
systems to monitor emissions. Forest, a bike-sharing start-up in London, has 
managed to reduce CO2 emissions by 14% per bike through reviewing their supply 
chain and procurement processes. Local sourcing, where possible, is another option 
to reduce transportation emissions, though this can be challenging for startups 
dealing with complex technologies. Nothing Phone, committed to sustainability by 
implementing supplier policies that reduce water use, achieve zero waste to landfill, 
and ensure responsible mineral sourcing, with regular conflict minerals reports and 
smelter/refiner lists.

How to get started: 

Plan A 🔗 and Sweep 🔗 have comprehensive guides on supply chain 
decarbonization.

https://www.bloomberg.com/news/articles/2024-07-02/google-s-emissions-shot-up-48-over-five-years-due-to-ai
https://www.bloomberg.com/news/articles/2024-07-02/google-s-emissions-shot-up-48-over-five-years-due-to-ai
https://gocardless.com/sustainability/
https://gocardless.com/
https://gocardless.com/
https://www.celonis.com/sustainability-report-2022/
https://www.energyefficiencymovement.com/
http://drive.google.com/drive/folders/1CPqCu4eJLowhSQ6snMWuVPlwNvkZPtF2
http://drive.google.com/drive/folders/1CPqCu4eJLowhSQ6snMWuVPlwNvkZPtF2
https://exponentialroadmap.org/
https://exponentialroadmap.org/
https://exponentialroadmap.org/1-5-business-playbook/
https://www.accenture.com/za-en/insights/supply-chain-operations/supply-chains-key-unlocking-net-zero-emissions
https://www.accenture.com/za-en/insights/supply-chain-operations/supply-chains-key-unlocking-net-zero-emissions
https://cdn.prod.website-files.com/6065474327e55e9272ded0e4/65f1c5499a60bc227cf3a43c_Forest%2C%20Sustainability%20Report%202023.pdf
https://cdn.shopify.com/s/files/1/0376/5420/0459/files/2023_Sustainability_Report_-_05_22.pdf?v=1718713388
https://plana.earth/academy/guide-supplier-engagement-decarbonisation
https://www.sweep.net/insights/your-guide-to-supply-chain-decarbonization
https://www.sweep.net/insights/your-guide-to-supply-chain-decarbonization
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4. Waste and water: increasingly regulated 
but less material

The interviews also highlighted the increasing regulation of waste3 and water for 
portfolio companies. Startups most affected by operational waste emissions are in 
manufacturing, healthcare, construction, retail, and food and beverage. Water plays an 
especially big role for manufacturing companies (especially due to its scarcity, affecting 
two-thirds of business going forward, as McKinsey estimates).

The interviews highlighted that as companies scale, sustainable waste practices 
become essential for meeting regulatory standards (EPR, WEEE, Packaging Waste) and 
attracting eco-conscious stakeholders. Obtaining accurate waste data is challenging 
due to the lack of standardization, complex supply chains, and fragmented data 
across departments. Start-ups should begin by categorizing the types of waste they 
generate—such as solid, liquid, hazardous, and non-hazardous—to better understand 
their waste management needs. Following this, it is crucial to quantify each waste type, 
as these measurements are essential for accurately calculating associated emissions. 
For example, Voi and Li-Cycle, have implemented measures to actively minimize, reuse, 
and recycle waste in their operations. 

How to get started: 

Plan A 🔗 and thinkstep 🔗 have provided guidance on waste in operations.

Like energy management, reducing water usage can be a challenge for startups due 
to limited resources and the high costs associated with implementing water-efficient 
technologies. A number of startups rely on water-intensive processes, such as cooling 
systems in data centres or manufacturing operations (including cleantech factories). 
Companies can effectively reduce water usage by implementing water measurement 
practices and integrating water use into their KPIs. Additionally, suppliers can be 
encouraged to focus on similar water management practices. As an illustrative 
example, Microsoft has committed to being water-positive by 2030, committing to 
replenishing more water in stressed basins than consumed globally.

How to get started:

McKinsey’s 🔗 guidance on water highlights the business case for water 
conservation in businesses. Hydrowater 🔗 has published an industrial water 
playbook. Nuwater 🔗 has published guidance on optimizing water efficiency 
in industrial operations.

3  The GHG Protocol Category 5 categorizes emissions from the disposal and treatment of waste 
generated by an organization’s operations during the reporting year at external facilities not owned 
or controlled by the organization. 

5. Beyond GHG and carbon:  
Nature and Biodiversity

The VCs interviewed recognized the increasing material importance of biodiversity4 
and its potential impact on their portfolio companies. Businesses can affect 
biodiversity through habitat destruction, resource overexploitation, pollution, the 
introduction of invasive species, and contributions to climate change. These actions 
disrupt ecosystems and pose significant threats to species.

Early-stage startups need to recognize biodiversity’s significance alongside climate 
change, with an eye toward future environmental disclosure requirements, such as 
CSDDD, EUDR and EU’s Biodiversity strategy for 2030. As startups scale, initiatives 
such as biodiversity impact assessments are becoming best practice. 

Later-stage companies should incorporate nature-positive initiatives into their 
operations. These include selecting offsets with nature co-benefits, evaluating 
their environmental impact (including on nature), and carefully considering how 
material sourcing and resource use affect biodiversity, especially for companies 
producing physical goods. For example, SumUp, in partnership with Wilderness 
International, has protected 100,000m² of forest in Peru, preserving valuable habitats 
and biodiversity while offsetting 6,000 tonnes of CO2. Another notable example is 
BlaBlaCar’s switch to biodiesel for a small part of their bus fleet, helping to reduce 
carbon emissions by utilizing biofuel made from rapeseed waste, which repurposes 
existing organic matter without diverting land from food production. Northvolt, a 
Swedish battery developer and manufacturer, has committed to actively monitoring 
biodiversity, conducting required Environmental Impact Assessments (EIAs) to assess 
environmental impacts, including on ecosystems, and implementing compensation 
measures when necessary.

How to get started: 

The Cambridge Institute for Sustainability Leadership has published 
frameworks on measuring business impacts 🔗 on nature and developing 
a corporate biodiversity strategy 🔗. Bain & Company 🔗 has published a    
playbook on nature and biodiversity for business.      

4  Nature and biodiversity are fundamental to sustaining ecosystems that deliver essential services 
such as clean air, water, and food, which are crucial for human survival and economic stability.

https://www.mckinsey.com/capabilities/sustainability/our-insights/water-a-human-and-business-priority
https://www.gov.uk/guidance/extended-producer-responsibility-for-packaging-who-is-affected-and-what-to-do
https://environment.ec.europa.eu/topics/waste-and-recycling/waste-electrical-and-electronic-equipment-weee_en
https://environment.ec.europa.eu/topics/waste-and-recycling/packaging-waste_en
https://www.government.nl/binaries/government/documenten/reports/2023/12/22/challenges-and-solutions-in-measuring-and-reporting-scope-3-emissions/Challenges+in+measuring+and+reporting+Scope+3+emissions.PDF
https://www.voi.com/blog/sustainability-report-december-2023
https://li-cycle.com/wp-content/uploads/2024/05/2023-Li-Cycle-Sustainability-Report.pdf
https://plana.earth/glossary/scope-3-category-5
https://www.thinkstep-anz.com/resrc/blogs/scope-3-focus/5-waste-generated-in-operations/
https://blogs.microsoft.com/blog/2020/09/21/microsoft-will-replenish-more-water-than-it-consumes-by-2030/
https://www.mckinsey.com/capabilities/sustainability/our-insights/water-a-human-and-business-priority
https://www.hydro-int.com/sites/default/files/hydro-international-industrial-water-playbook.pdf
https://nuwater.com/optimizing-water-efficiency-in-industrial-operations/
https://ghgprotocol.org/sites/default/files/2022-12/Ch5_GHGP_Tech.pdf
https://environment.ec.europa.eu/topics/nature-and-biodiversity_en
https://www.bcg.com/publications/2021/biodiversity-loss-business-implications-responses
https://www.bcg.com/publications/2021/biodiversity-loss-business-implications-responses
https://makersite.io/insights/csddd/#:~:text=Its%20primary%20objective%20is%20to,assess%2C%20and%20mitigate%20such%20risks.
https://environment.ec.europa.eu/topics/forests/deforestation/regulation-deforestation-free-products_en
https://environment.ec.europa.eu/strategy/biodiversity-strategy-2030_en
https://environment.ec.europa.eu/strategy/biodiversity-strategy-2030_en
https://tnfd.global/tools-platforms/biodiversity-impact-assessment-bia/#:~:text=It%20helps%20effectively%20identify%20whether,wildlife%20habitats%20or%20protected%20areas.
https://www.sumup.com/careers/sustainability/
https://drive.google.com/file/d/1E53A4dt3Ps0EIjHs5vaXO0Vo32JjPbs8/view
https://www.datocms-assets.com/38709/1719998824-northvolt_sustainability_and_annual_report_2023.pdf
https://www.cisl.cam.ac.uk/resources/natural-resource-security-publications/measuring-business-impacts-on-nature
https://www.cisl.cam.ac.uk/resources/natural-resource-security-publications/measuring-business-impacts-on-nature
https://www.cisl.cam.ac.uk/system/files/documents/developing-a-corporate-biodiversity-strategy.pdf
https://www.cisl.cam.ac.uk/system/files/documents/developing-a-corporate-biodiversity-strategy.pdf
https://www.bain.com/insights/the-nature-and-biodiversity-playbook-for-business/
https://environment.ec.europa.eu/topics/nature-and-biodiversity_en
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Assessing Impact 
Impact assessment was noted as necessary for startups to evaluate their innovations’ 
social, environmental, and economic effects. This is particularly true for climate-focused 
startups, where impact is central to their mission of driving meaningful change and 
growing sustainably. Some interviewees noted that balancing positive and negative 
impacts remains a significant challenge, particularly within the SFDR framework. As 
discussions continue, especially with the discussions around SFDR II, funds may need 
to establish clear limits on what constitutes ‘Do No Significant Harm,’ which could 
significantly influence how they assess and report on sustainability performance.

Understanding early impact is essential for ventures to help optimize processes, 
identify opportunities, and benchmark sustainability which is increasingly important 
for investors, talent, and customers. However, impact assessment can be challenging 
for early-stage ventures, as outlined by the PRIME Coalition. Impact assessment tools 
often focus on established companies, overlooking the future potential of early-stage 
ventures to reduce GHG emissions, and requiring extensive data that may not be 
available for startups. Life Cycle Assessments (LCAs) offer a science-based method for 
quantifying environmental impact across a product’s lifecycle, enabling data-driven 
investment decisions. Additionally, the Theory of Change framework helps startups 
strategically plan and evaluate their impact, ensuring alignment with sustainability 
goals and allowing for adaptation based on feedback, ultimately driving meaningful 
and sustainable growth.

Ultimately, VCs and startups play a significant role in driving environmental impact 
through the funding and scaling of innovative solutions that address sustainability 
challenges and promote a greener future.

How to get started: 

ImpactVC 🔗 is an initiative that exists to unlock VCs’ ability to drive impact. 
Project Frame 🔗 has published a guide on pre-investment considerations 
diving deeper into assessing future GHG impact. Planet A 🔗 has provided 
guidance on Impact Assessments for climate hardware. ClimatePoint 🔗 has 
published an LCA-based tool. CRANE 🔗 has developed an open-source tool 
that calculates Emissions Reduction Potential. Sopact 🔗 has published an 
authoritative guide on the Theory of Change.

SECTION III: 

https://www.projectivegroup.com/do-no-significant-harm-principle-sfdr/#:~:text=The%20SFDR%20defines%20a%20sustainable,companies%20follow%20good%20governance%20practices.%E2%80%9D
https://www.projectivegroup.com/do-no-significant-harm-principle-sfdr/#:~:text=The%20SFDR%20defines%20a%20sustainable,companies%20follow%20good%20governance%20practices.%E2%80%9D
https://static1.squarespace.com/static/60903dcf05bc23197b2b993b/t/617a2ad6a6865d4cbf72eee7/1635396312310/PRIME-NYSERDA-Climate-Impact-Assessment-Report_Final.pdf
https://static1.squarespace.com/static/60903dcf05bc23197b2b993b/t/617a2ad6a6865d4cbf72eee7/1635396312310/PRIME-NYSERDA-Climate-Impact-Assessment-Report_Final.pdf
https://ecochain.com/blog/life-cycle-assessment-lca-guide/
https://golab.bsg.ox.ac.uk/documents/Creating-your-theory-of-change1.pdf
https://www.impactvc.co/
https://projectframe.how/preinvestment-ghg-assessment
https://planet-a.notion.site/9-Impact-Assessment-0fa907b337964178b3245ee87e9ceac7
https://www.climatepoint.com/
https://cranetool.org/
https://www.sopact.com/guides/theory-of-change#theory-of-change-framework
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Conclusion 
Integrating ESG considerations for investors has increasingly evolved into a standard 
practice that aligns with investor expectations across various asset classes. The shift 
towards sustainable practices is increasingly becoming a norm in the VC industry, 
spurred by the rise of ESG ratings and regulatory developments. The heightened 
focus on material ‘E’ factors, especially carbon footprint and GHG emissions, has 
become an important consideration for VCs and their portfolio companies. Effective 
management of these emissions is crucial due to the substantial impact on climate 
change, with a growing expectation for VCs to establish explicit tracking, reporting, 
and reduction targets, where reporting increasingly becomes integral to fundraising 
and LP expectations. As VCs increasingly offset emissions, internal environmental focus 
is crucial for prioritizing emission reductions before relying on offsets, especially with 
rising carbon prices.

This guide has been developed from conversations with VC ESG managers, investors 
and sector specialists and focuses on a granular level on the most material “E” 
factors for VCs to their internal efforts, including business travel, office operations, 
procurement, and waste management—each offering distinct challenges and 
opportunities for reducing emissions. For portfolio companies, materiality varies 
significantly per sector, but the importance of early and tailored interventions in 
environmental management is stressed. This includes prioritizing energy efficiency, 
reducing supply chain emissions, and integrating waste and water management 
practices from the outset. The strategic focus on these areas prepares startups for 
compliance with current and future regulations and positions them for competitive 
advantage in a market that increasingly values sustainability. Adopting these practices 
demonstrates a proactive approach to integrating ESG principles that can drive long-
term value creation for VCs and their investments.

APPENDICES

Appendix 1: 

Frameworks

The interviewees emphasized the critical role of climate frameworks for investors, 
noting that frameworks can aid VCs in navigating regulatory landscapes and 
incorporating climate considerations into their investment strategies to ensure 
compliance. 

Nonetheless, the interviews made it clear that VCs often need help with the number 
of confusing frameworks and how to align them with their specific objective.

In particular, the VCs interviewed point to decarbonization frameworks, such as 
the Science-Based Targets Initiative (SBTs), the Private Markets Decarbonisation 
Roadmap (PMDR), and the Net Zero Investment Framework (NZIF) for Private Equity, 
as well as the newer VCA framework. These frameworks often fall short of meeting 
the challenges and circumstances faced by early-stage start-ups (with limited 
resources and a lack of established processes), making it difficult for VCs to apply 
comprehensive frameworks. 

Watershed has a comprehensive guide on climate frameworks, in particular 
for SBTi. Revaia will launch a comprehensive climate guide for VCs and an 
overview of existing frameworks. 

https://sciencebasedtargets.org/
https://www.bain.com/how-we-help/private-markets-decarbonization-roadmap/pmdr-guidance-and-supporting-tool/
https://www.iigcc.org/net-zero-investment-framework
https://watershed.com/en-GB/category/guides
https://watershed.com/en-GB/blog/science-based-targets-a-guide-for-companies
https://www.revaia.com/
https://www.flipbookpdf.net/web/site/0588aad70447cfa786b4e3b5078eb5257819856aFBP26975088.pdf.html
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Appendix 2: 

Environmental communities and networks 

Outside of VentureESG, there are several networks that are focused on sharing ESG 
and impact best practices, examples include:

• Climate50 is an annual list that aims to recognize the most impactful global 
climate investors, allocating capital to entrepreneurs building cutting-edge 
technology, moving us closer to a net-zero planet.

• Impact VC, a community-led initiative dedicated to sharing knowledge, tools, and 
resources to advance the impact potential within the venture landscape.

• Leaders for Climate Action is a global community of business leaders dedicated 
to combating climate change by promoting sustainable practices and reducing 
carbon emissions.

• Project FRAME is a non-profit program convened by Prime Coalition, purpose-built 
to organize investors around forward-looking emissions impact methodology and 
reporting best practices. 

• Venture Climate Alliance made up of a growing group of leading VCs committed 
to achieving a rapid, global transition to net zero or negative GHG emissions by 
2050 or earlier. 

Appendix 3: 

Sustainablity, ESG and environmental 
guides for Start-ups

Here are essential guides that VCs can circulate internally and to their portfolio 
companies (ordered alphabetically): 

• 2150’s Sustainability 101s – Climate and Biodiversity

• Antler - Sustainability Priorities by Industry

• Atomico - Conscious Scaling Roadmap

• Balderton Capital’s – Start-up Guide to ESG generally 

• ESG_VC – Environmental Resources

• Exponential Roadmap Initiative - 1.5°C Business Playbook

• Planet A - Building and Scaling Climate Hardware: A Playbook

• Project Drawdown - Table of Solutions

• Project Frame - Resources & Publications

• Rho Impact - Insights & Blog

• Sustainability Playbooks – Venture Capital

• Sweep - Regulation Insights

• Tech Zero - Toolkit

• The Climate Brick - 7 Bricks to Fast-Track Climate Tech

• WRI - Working 9 to 5 on Climate Change: An Office Guide

https://climate50.com/
https://www.impactvc.co/
https://lfca.earth/
https://projectframe.how/about
https://www.primecoalition.org/
https://ventureclimatealliance.org/
https://www.2150.vc/impact/
https://antlerco.notion.site/Sustainability-priorities-by-industry-85a1423574be42eaa7799065f58644fa
https://media.graphassets.com/I2wmbDRTPegrzqgF7Ozs
about:blank
about:blank
https://esg-vc.notion.site/Welcome-to-ESG_VC-595640f56f5d4a2099a6fb38cb8bd8b8
https://exponentialroadmap.org/1-5-business-playbook/
https://planet-a.notion.site/BUILDING-AND-SCALING-CLIMATE-HARDWARE-A-PLAYBOOK-71e1b097041c49f69e31d4f3cb2de155
https://drawdown.org/solutions/table-of-solutions
https://projectframe.how/publications
https://rhoimpact.com/insights/
https://www.sustainability-playbooks.com/venturecapital/
https://www.sweep.net/insights
https://techzero.technation.io/pdf/technation-techzerotoolkit-v1.pdf
https://climatebrick.com/
https://ghgprotocol.org/sites/default/files/2022-12/Working%209%20to%205%20on%20Climate%20Change.pdf
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Appendix 4: 

Method and Acknowledgment

This report was developed over the past few months through interviews with VCs and 
LPs to identify the most material environmental factors impacting their work in the 
ecosystem. Thank you to all the respondents (some of whom wanted to remain anon-
ymous), including:

Alexandra Harbour, Venture Climate Alliance

Ambika Behal, Circle Capital

Anaïs Blarel, Revaia

Ashleigh Brown, Atomico

Ashton Rosin, Lowercarbon Capital

Clémence Thomin, Axeleo Capital

Daniel Firger, Venture Climate Alliance

Elodie Broad, Balderton Capital

Emily Matthews, Oxford Science Enterprises

Estia Ryan, Eka Ventures

Grace Savage, Molten Ventures

Hannah Gilbert, British Business Bank

Jessica Stewart, Systemiq Capital

Lauren Densham, Energize

Liza Rubinstein Malamud, Carbon Equity

Marie Bos, HV Capital

Natàlia Costa i Coromina, Energy Impact Partners

Peter Hirsch, 2150

Philippe Singer, Leaders for Climate Action

Ruta Skarulske, Contrarian Ventures

A special thank you to Anaïs Blarel and Revaia for the preview of their Climate Guide. 
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https://clashofrealities.com/2021-2/speaker/philippe-singer/



