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Abstract
The Search for a Swedish Valley of Death  
& Possible Ways Out

Jonas Granath

This study seeks to review the topic of how deep tech innovation is raised in 
Sweden and more particularly, the finance-related constraints of this 
ecosystem. The study proceeds from the idea of mapping out the available, and 
subsequently more suitable financing alternatives for novel deep tech ventures. 
A more specific focus lies within understanding what factors are influencing 
investment decisions amongst such actors.  Thereon, there is an attempt to 
ground a theory revolving around what kind of features in the deep tech start-
up, are critical in order to overcome the identified financial challenges. 
Theoretically, it is explained how the inherent uncertainty of new innovative 
ventures in general, and those of deep tech character in particular, entails 
additional financing constraints that deter investors. This results in an s.c 
"Valley of Death", normally transpiring as a firm aspires to transition from a 
research-driven development business to a market-driven commercial 
business. The findings in this study can be considered to confirm this 
phenomenon as transpiring in Sweden, whereupon it is also seen as a 
reasonable opinion that the respective problem can be maneuvered. The main 
arguments in terms of success factors in this respect is; (i) the ability to match 
with investors with a solid understanding of the particular industry of 
operations, as wells as for deep tech in general, (ii) the ability to acquire a 
diverse team with solid industry experience and contacts, (iii) the ability to 
demonstrate market proximity, (iv) the ability to demonstrate a potential that 
can justify the intensified uncertainty, as well as a credible plan to reach it, (v) 
and abilities to argue positively for impacts in sustainable aspects. 
Furthermore, a few suggestions for further research in relation to the topic 
and problematization have been identified; alternative choices for fiscal 
policies, deep tech opportunities in the shadow of s.c impact investing, 
eventual opportunities in addressing public markets, and eventual constraints 
in the external dichotomy between public and private sector financing.
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Popular Science Summary

Jonas Granath

Innovation and its positive impact when it comes to the economic 
development of societies have for some time been academically characterized 
by theories about its underlying nature. It is often said that there is a division 
between s.c incremental innovation and radical innovation, where the latter 
can be portrayed by a perception of complete novelty whilst the former more 
refers to the minor improvements of already-existing "artifacts". Radical 
innovation in this sense has been argued to constitute a process of greater 
contribution to the overall societal and economic growth. But at the same 
time, the upbringing of radical innovation is a difficult task, and one of the 
major challenges of this process is derived from the financial aspect, as it often 
implies a capital-intensive process that someone has to pay for. This perception 
has in turn given birth to theories suggesting that radical innovation is 
commonly not derived from a corporate environment, as incumbent actors 
must direct efforts and capital towards the fierce ongoing competition of 
which they are combatting primarily through continuous improvement. Such a 
notion concurrently implies that radical new ventures are left to the small firm 
and start-up environment, which thus strengthens the importance of a well 
functioning and strong financial ecosystem, since the "typical" start-up firm 
commonly requires a substantial amount of capital, often of which exceeds the 
amount that the founding entrepreneur(s) can contribute themselves. This is 
especially true if they (the start-up) are to raise a ”heavy” research-based 
innovation. Yet, because of the strong inherent uncertainty coupled to 
research, average debt financing is often out of the question. Novel innovative 
ventures of radical character thus need a financing partner willing to bear this 
uncertainty. But since finance in general, discourages uncertainty, this 
relationship is bound to imply some challenging implications. In response, for 
instance, there are venture capital industries and various fiscal policies that 
have emerged but still, much research suggests that the financing needs of 
radical innovation conducted by start-ups are often not catered for.
  This study seeks to understand how this problem is confronted in Sweden 
and its further impact on the respective financing climate. Moreover, attempts 
have been made to understand how such start-ups could accurately navigate 
this climate. A more specific summary of this process is provided through the 
preceding abstract.
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BACKGROUND 

On the 24th of July 1969, "Columbia" the command module and sole physical 
component to return to earth from the Apollo 11 mission, famously splashed 

down in the North Pacific Ocean after leaving lunar orbit just about three days 
earlier. All remaining components of the 110-meter "Saturn V" rocket that was 
initially launched into space, could simply be seen as disposables. Moon travel, 
nor sending humans to space in general, would typically not appear as the utmost 
lucrative business-model to the common mind. In fact spendings on the Apollo 
space program alone adds up to roughly $150 Billion in present value and at its 
peak, the program amounted to 5% of US-government spending (Hollingham, 
2019). Suchlike numbers makes it difficult to imagine how a private organization 
would come to stand for what possibly classifies as the most significant disruption 
this industry have seen ever since. Knapp (2020) of Forbes called it "One giant 
leap for Space-Capitalism" when the first private organization; ”Space X”, was set 
to send their first astronauts into space in 2020, using the same launch pad as the 
Apollo-11 mission did 50 years earlier. Because the s.c ”Falcon 9" rocket delive-
ring the "dirty work" on this mission by actually taking the spacecraft and its crew 
beyond our atmosphere, not only managed to perform this task as it would also 
thereafter come to make its safe landing on the opposite side of the Americas to 
the pacific, i.e in the Atlantic ocean, (on a floating platform)(E.g; Betz, 2020; 
Kooser, 2020; Sheetz, 2020). Somehow an industry previously accepted as "go-
vernmental-only" business, seemed to have been taken "off-guard" by such ”roc-
ket-reusing” capabilities as mentioned above, significantly lowering the costs of 
space-flights. Thus Space X's landing-platform could initially "set sail" in what 
Kim and Mauborgne (2005) probably would describe as a blue ocean , and help 1

the company secure a position where it has now gained a large proportion of the 
commercial market for space launch. So when the "Moon race" is currently 
shifting towards a "Mars race" none of the former competing global-superpowers 
lies in public focus. Instead, so do some of today's most iconic billionaires. 
Because with players like Blue Origin, Virgin galactic, and Relativity Space pic-
king up the fight, an industry has been created, and the sea is looking increasingly 
red . The way aforementioned companies pushed the space industry boundaries 2

beyond belief of former incumbent superpowers, is not only meant to represent an 
extreme depiction of modern capitalism. Because it is somewhat possible to make 
a point by drawing parallels to e.g Christiensen (2006)’s ”Theory of disruptive 
innovations”; framing a phenomenon where incumbent firms could be severely 
threatened by small firms with novel and (even inferior) radical innovations, as 
they must focus on already present combatants and their incremental innovations.  

 In business terms referring to a ”undiscovered” market of very little or no competition (Kim & Mauborgne, 2005). 1

 In business terms the opposite of a blue ocean, existing markets of fierce competition (Kim & Mauborgne, 2005). 2
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In academia, the importance of innovation in terms of growth has been well 
documented. For instance, as a fundamental principle in the Schumpeterian theory 
of creative destruction, wherein the more radical kind is advocated. A-la Schum-
peter, e.g Hart (2003); Aghion & Howitt (1992) also noted that incremental 
change alone is inadequate as to ensure growth. Bearing in mind theories like 
Christiensen’s above, the likeliness of this radical kind of innovation to originate 
from a large-corporate environment, can be questioned. So did e.g Acs and 
Audretsch (1987) by comparing introduction processes of new products and ser-
vices, and found a "disproportionate amount" to be introduced by small firms. Si-
milarly, Spescha (2019) more presently showed that industries consisting of many 
small firms show a more positive relationship between R&D expenditures and 
sales growth than industries consisting of only a few large firms, also empirically 
documented by e.g Akcigit and Kerr (2012) Ewens and Fons-Rosen (2013). Bot-
tom line being; to the present day, many voices utter the correlation between in-
novative small firms and economic growth (E.g; Zabala & Mikel, 2021; Aghion, 
2017; Bashir, 2016; Samila & Sorenson, 2011; Audretsch et al., 2006; Nelson, 
1996). Thereto, a common perception in Sweden is that small-size business activi-
ty host a majority of job opportunities, consequently constituting an essential 
cogwheel in the nations welfare system (Eg; Sanandaji & Sjölander, 2019; Frank 
& Bongard, 2019; Brydolf, 2014; Germer, 2014; Finansdepartementet, 2013). The 
upbringing of new firms and their innovations appears as crucial for continued 
development of our modern societies, and not to mention, when it comes to com-
batting our global challenges (E.g; Stillman, 2019; Zilberman et al., 2018; Traj-
kovska, 2018; Rau et al., 2010). 

But the examples in the preamble above were rather extreme and may leave 
us with a perspective of innovation that's not very representative. It should be safe 
to say that enough "financial freedom" to fund an own "rocketeering" business is 
not a common privilege amongst the average entrepreneur. Therefore, legendary 
economists such as Schumpeter and J.M Keynes emphasized the importance of a 
strong financial system, one that could efficiently reallocate capital to novel new 
ventures (E.g; Keuschnigg & Kogler, 2019; Festré & Nasica, 2009; Black & Gil-
son, 1996; King & Levine, 1993). But when the aforementioned study by Acs and 
Audretsch (1987) showed how a disproportionate amount of novelty originated 
from small firms, the results did however, vary heavily across industries. For ex-
ample, more of the opposite proved to be true for s.c ”capital intensive” industri-
es. This notation is important as it can be associated with a query that will come to 
stand as central for this study, why? Despite a strong European financing system, 
one perception is that the financial needs of research based start-ups with promi-
sing concrete innovations, is generally not catered for (E.g; Alperovych et al., 
2020; Di Pietro & Dustdar, 2016). This study will take a closer look as to whether 
or not this statement can be considered as true regarding the Swedish financing 
climate. Accordingly, it will closer examine how the affected firms can respond. 
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1 - PROBLEMATIZATION,  
PURPOSE & AIMS 

The preceding chapter began with addressing the value of innovation, and 
further explained how it drives our modern perception of growth. Further; it 

outlined the substantial role played by the entrepreneurial environment and start-
up activity in this regard. It was also explained how innovation could constitute an 
impactful tool when relating to our societal abilities to engage with present global 
challenges. A key take from this chapter was the major role of capital and more 
particularly; reallocation of capital in this context. In other words; the innovative 
processes that are so important for sustaining growth and combatting our global 
challenges must still be financed somehow. 

As mentioned previously, although the "typical" start-up firm is not necessa-
rily in the industry of space travel, it still commonly requires a substantial amount 
of capital, often of which exceeds the amount that the founding entrepreneur(s) 
can contribute themselves (Gompers & Lerner 1996). Loans and overall the func-
tion of banking may strike as a convenient solution, but sole reliance on debt fi-
nancing is often inadequate, as many start-ups require financial resources that go 
way beyond the risk-aversion of regular banks. This comprehension, of course, 
becomes more prominent as we start to discuss "R&D-intense/based" companies 
that are considerably extra capital-intensive and have long life cycles (Lerner, 
2013). They particularly need large and long-term financing alternatives, a need 
that is generally not catered for in the conservative debt-financing environment of 
Europe (Di Pietro & Dustdar, 2016). But following such firm characteristics; the 
same seemingly goes for the substantial alternatives, like equity financing. Whilst 
on the one hand (especially if we look at Sweden), equity financing seems to be 
experiencing a continuous surge with one record-breaking year in allocated in-
vestments after another (E.g; Wiklund, 2020; Campanello, 2019). On the other, 
some start-ups are seemingly not due to capitalize on this trend (E.g; Alperovych 
et al., 2020). 

Perhaps one of the "hottest" industries amongst investors in the start-up scene 
recently; is literally "tech". An extensive market report from 2020 suggests that a 
vast majority of North American Venture Capitalists stick to a sole focus on 
"tech". But for many of them; the term has become synonymous with web or mo-
bile applications, online marketplaces, software-as-service, and cloud computing 
(DifferentFunds Inc, 2020; Rajibul, 2014;). Thus in response and out of necessity, 
a new term has emerged; "deep-tech" or "deep-technology", referring to the more 
”heavy” kind of innovation, such that are more aligned with radical characte-
ristics. More specifically, such technology is often viewed as of being based on 
more tangible and scientific discoveries, and deep-tech business are in turn often 
built upon the idea of using such scientific discoveries or technological innova-
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tion(s) to solve "big issues" that can truly have an impact on the world (e.g envi-
ronmental or societal). Hence what differentiates deep-tech from "just" tech, is 
that the latter can be built entirely upon a business model innovation, or simply on 
digitalizing a business model, both using existing technology (Chaturvedi, 2015). 
Generally speaking, deep-tech firms are commonly perceived as active in sectors 
such as life sciences, energy, advanced materials, computer sciences (cutting edge 
in areas such as e.g quantum computing), chemicals, agtech (agriculture), biotech, 
robotics, and similar (often more sectors such as e.g AI is included, sometimes 
not). To simplify (and since varying definitions of the term most likely exist), it 
could be valuable to determine that for this particular paper; deep-tech (and deep-
tech companies) will simply refer to companies being based on their own concrete 
science/R&D-based innovations. Needless to say, however, is that deep-tech is of 
utmost relevance when relating to the preceding context of entrepreneurship, in-
novation, and growth. Not only in terms of their property of being particularly 
directed towards solving major and important problems, but also in the way such 
innovation(s) are often radical and can pave the way or create new platforms on 
which future/other innovations can develop and grow.  

Deep-tech holds similar characteristics to the more traditional or well-known 
concept of Key Enabling Technologies (KETs) , which means that they are not 3

only potentially disruptive on the one hand. But on the other; let us say the down-
side, are also often referred to as research-intensive, long-term oriented, expansi-
ve, and possibly front-loaded in terms of capital needs (DifferentFunds Inc, 2020; 
Nedayvoda et al., 2020; Boston Consulting Group & Hello Tomorrow, 2019). The 
latter constitutes as a reason why these types of start-ups show increased tenden-
cies towards ending up and/or getting stuck in what infamously has come to be 
known as the "Valley of death". An expression that has emerged to describe an s.c 
funding gap, arising from the common difficulties with translating innovation or 
scientific discoveries into marketable goods and services. Many innovations (and 
therefore also start-ups) simply fail to be commercialized and thus never achieve 
commercial viability (Gigler et al., 2018; Di Pietro & Dustdar, 2016).   

As inabilities to attract sufficient financing stands as one of the most striking 
causes for deep tech firms to remain in this infamous valley, it appears as if such 
sectors form clear examples of sectors that are yet to receive an invite to the equi-
ty financing party. While this narrative would not be entirely correct (investments 
in deep-tech have also increased recently)(Boston Consulting Group & Hello To-
morrow, 2019), Multiple studies and reports either confirm or suggests that there 
is an innovation funding gap considering the deep-tech industry (e.g Alperovych 
et al., 2020; Wilson et al., 2018; Gigler et al., 2018). On the question of why; 
many offer thorough yet quite similar answers. Furthermore, both older and more 
contemporary research offers a plethora of suggestions on the topic of ”bridging” 
the Valley of Death.  A more detailed narration of this research will be accounted 

 KET are research-intensive, interdisciplinary, long-term oriented and disruptive technologies. By the means of Gigler et al., 3

(2018), KET are deep tech, and in their report both terms are synonymously.
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for more in subsequent theoretical chapter(s). But very concisely and generally; 
information asymmetries, structurally high credit risks, and lacking access to the 
right financing alternatives (E.g; Hall & Lerner, 2010; Kerr & Nanda, 2015; Gig-
ler et al., 2018; In et al., 2020;), seem to be the most commonly assessed difficul-
ties coupled with the VoD. Whilst the phenomenon is also usually seen from diffe-
rent perspectives, Mainly as either a distance between firms and their potential 
investors, or as a resource-gap  in between the individual firms research driven 
and market driven business.  

What has been discussed in previous research in terms of navigating the VoD, 
will also be briefly adressed in a moment. But before heading deeper into the VoD  
and its theoretical aspects, it would be fair to declare why. Hence, the following 
sections of this chapter will first introduce the purpose of this study and account 
for its aims. 

❖ 

The purpose of this study originates from the assumption that there is (or may 
be) a deep tech funding gap pervading the nordic investing climate, one that is at 
least similar to what was previously outlined in the problematization. It is the ex-
tensive market studies by enterprises such as (Nedayvoda et al., 2020; Different-
Funds Inc, 2020; Boston Consulting Group & Hello Tomorrow, 2019) together 
with the more ”objective” reports; Di Pietro & Dustdar, (2016); Gigler et al., 
(2018) previously referred in the purpose of describing the entirety of the proble-
matization area, that constitutes a rationale for this assumption, also serving as a 
foundation for the purpose of this study. Hence a starting point of this study im-
plies that a deep tech valley of death exists in the EU, and extends through nort-
hern Europe and Scandinavia, thereby also permeating the Swedish financing cli-
mate. This study seeks to investigate this particular financing climate and more 
particularly how it deals with and/or is affected by such a phenomenon that is the 
Valley of Death. Further, the means by which start-ups are to navigate in this cli-
mate seeks to be understood, and so there is a need to map out the different finan-
cing alternatives in this respective outlook, and moreover to understand their role 
and relation to each other. Here, the former part of the purpose is believed to justi-
fy the latter, meaning that we need to gather enough knowledge about current re-
search regarding the valley of death, its cause, and complexity, in order to un-
derstand how this problem could relate to the actors in the Swedish climate. And 
in turn, of course, in order to understand how to obtain relevant empirical data, 
and ultimately analyze it to find eventual means of "navigating through" this val-
ley.  

It should be mentioned that the idea behind the study stems from discussions 
with a particular firm that is currently going through the process of transitioning 
from a majorly research driven to market driven business in a deep tech industry. 
Hence, aforementioned aims can also be considered to lie within their prevailing 
interest, in the matter of attaining sufficient funding required to launch a commer-
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cialization process. For this reason, the study and its purpose can fundamentally 
be considered to be more of a practical nature, what financing alternatives are pre-
sent for the deep tech firm about to engage this process, and how to appropriately 
approach them? But either way, such practical prerequisites are neither meant nor 
deemed to restrict the potential theoretical contributions. Instead, the desire to un-
derstand how the problematization is practically met in reality, could also imply 
value in a theoretical context. In other words, a cross sectional depiction of empi-
rical character, can prove valuable in relation to the prevailing theoretical un-
derstanding, thereby imposing potential contributions to existing knowledge.  

Accordingly, the study has the potential to provide some relevant takeaways 
on two dimensions, both to academia and in terms of practical applicability. In 
academia: Besides supplementing existing research with further empirical means, 
the potential for novel empirical discoveries on the topic is not to be overlooked. 
In practicality: the study could potentially serve as guidelines (or at least informa-
tion) for early start-ups or researchers wanting to translate a promising technology 
from the research environment to a business environment, about the prevailing 
challenges. So that they can be dealt with more efficiently, and accounted for in 
the development of a financing strategy.  

Thus, after understanding what financing-alternatives that are relevant in re-
spect to the problematization above, there are subsequent goals in the need of un-
derstanding how to accurately reaching out to them. In order to concertize this, the 
following research questions have been constructed:  

(i) What factors drives investment decisions when it comes to financing inno-
vation amongst equity financing actors in Sweden? 
And thereby;  
(ii)  How to accurately position the deep tech start-up for obtaining sufficient 

capital to raise an innovation in this climate? 

The subject in question has seemingly attracted attention in academia, especially 
recently speaking. So when it comes to the research design, current and recent re-
search are therefore likely to advantageously be sufficient enough to establish a 
solid theoretical framework, and further an understanding of the subject. Ho-
wever, considering the nature of our aforementioned queries at hand, inductive 
reasoning appears as a natural response. Yet, ”true” induction will not be achieved 
in this study. In other words; we are not specifically looking to test or apply earlier 
theories, but the problematization will be addressed starting from the understan-
ding of theories and present research around the subject. This being said, our que-
ries call for some form of grounded theory, in which it is likely that previous rese-
arch will have an influence.  

And so let us begin in this end, by gathering knowledge on our subject. in this 
respect, the next chapter will account for the prevailing theories governing our 
subject, from which we can subsequently build our analysis in connection to the 
empirical findings.  

12



2 - LITERATURE REVIEW & 
THEORETICAL FRAMEWORK 

The originally American phenomenon that emerged after WWII that is; the 
private equity (PE) industry, has evolved in response to the s.c funding-

gap(s) descending from a too risk-averse approach that is often applied amongst 
its most substantial financing alternative of debt financing (Di Pietro & Dustdar, 
2016; Rajibul, 2014). Since gaining much of its foundation in the 1980s, the PE-
industry nowadays "hosts" capital through a variety of strategies, ranging from the 
well-known Venture Capitalists (VC) (although actually being quite different from 
PE), Angel Investors, Corporate Venture Capitalists (CVC), and among the more 
recent; Crowdfunding and accelerator alternatives (Drover et al., 2017). This in-
dustry has created a relationship of which sustaining its functionality is not merely 
essential for those involved, but also of utmost importance to western societies in 
general, viz the relationship that is the investor - the entrepreneur/(start-up firm) 
(E.g; Brouwer, 2001; Solow, 1957). It is a relationship of mutual interest. Entre-
preneurs usually in need of financing, investors in need of investment opportuniti-
es. However, the search for the best deal (or partner) is, of course, an imminent 
factor even in this industry. Thus a favorable and plain focus has been steered to-
wards business-areas undergoing discontinuous changes, such as IT for example 
(Rajibul, 2014). Hence although it appears as if options are many from an entre-
preneurial perspective, some contemporary research asserts that for some; the 
climate is extra difficult to navigate (Kerr & Nanda, 2015). 9 out of 10 start-ups 
go bankrupt as a consequence of failing to attract investors (Gompers, 2002), and 
in general, when it comes to R&D-intensive business, costs of capital are typically 
higher (Hall & Lerner, 2010).  

R&D-intensive start-ups often experience an aggravated gap between initial 
R&D processes coupled with resource spending, and resources coming in from 
successful commercialization processes. This gap, also known as ”the valley of 
death” is thus to be seen as more severe for such firms (Ta et al., 2020; Corallo et 
al., 2019). Before digging deeper into this infamous valley we must briefly remind 
ourselves about its underlying causes and circumstances, which is the intention of 
this impending chapter. Hopefully, it will support our understanding of the 
upcoming theories around the valley of death, as well as our study as a whole. 

2.1 RISK & UNCERTAINTY 
Bodde & St. John (2012, p.ix) opened their book "Change and Intent" with a 
declaration; "It does seem unfair that innovation and entrepreneurship, those great 
engines of human progress, should be among the riskiest of human endeavors”. 
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The reason why a section dedicated to reminding us about some conceptual 
aspects of risk is necessary for this study becomes more apparent as we relate to 
the aforementioned context and particularly the relationship that is so central to 
this study; i.e the investor - the entrepreneur. Because it has become almost an 
axiom to assert entrepreneurship as ”risky-business”, whilst risk stands as one of 
the most central concepts in finance.  

Often risk is theoretically seen as something that should be managed, and in 
financial circuits, the term "manage" is more or less to be considered as a syno-
nym for minimization (Byström, 2010). Adding the dimension of risk, our rela-
tionship of interest quickly becomes more complex. Because the question arises; 
if one’s ultimate goal is to mitigate risk, why not forgo risk and focus exclusively 
on the least risky alternatives? Such queries could partly be answered by what 
Jervis (2021) would call an "investment dilemma", namely the fact that when it 
comes to investing; risk could very well be the safest option. There are tremen-
dous costs of reducing risk, and the currency is called potential. Thus what one 
has to pay for choosing a less risky alternative is the potential, in short; no pain no 
gain (Byström, 2010). Similarly from the entrepreneurial perspective, Bodde & 
St. John (2012, p.X) argues; "The only way to eliminate the risks of a new venture 
is to not attempt it at all.", and further draws parallels to the comedian Mark 
Twain's reconnaissance; "a cat who once sits on a hot stove lid will never sit on a 
hot stove lid again, but neither will it sit on a cold stove lid”. 

 The mere existence of potential is what forms rivalry in the industry, emer-
ging from the wish to find the next largest potential, and constantly fueled by "the 
fear of missing out" (Lee, 2000). It is the potential that investors seek in new ven-
tures and innovations, also forcing them to take on its intrusive side effect of risk. 
By adding potential to the equation, we also better understand the quantitative de-
finition of risk; probability distribution (Tapiero, 2013). This is an approach often 
employed by financial models, and hints that risk is something we can mathemati-
cally determine (or at least account for). Bernstein (1996) suggests that this quan-
tification of risk "defines the boundary between modern times and the rest of 
history", referring to the technological advancements that have allowed us to shift 
from superstitious explanations to assignments of random variables (Población 
García, 2017; Bernstein 1996). The probability of outcome can thus help us de-
termine if a certain risk is bearable. A potential reward in relation to the risk is 
thus what is so essential to investments, and often what is tilting the scales (E.g;   
Tapiero, 2013; Byström, 2010). Simply put; knowing the potential reward, we are 
sometimes willing to take the risk.  

Unluckily notions like these are still inadequate for one seeking to understand 
the basic complexities permeating our subject and problematization area. Chester-
ton (1908, as in Chesterton, 1994, p.91) argued; "it is an unreasonable world, nor 
even that it is a reasonable one. The commonest kind of trouble is that it is nearly 
reasonable, but not quite”. 100 years ago Knight (1921) famously made the 
distinction between risk and uncertainty. One facing risk knows about the possible 
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outcomes, as well as the probability of their occurrences. Uncertainty, on the other 
hand, implies that one knows neither the outcomes nor the probability of occur-
rences (Park & Shapira, 2017). Sometimes we have enough information to accura-
tely measure odds, albeit they are not precisely known. This also corresponds to 
risk, but in terms of uncertainty, the absence of information is such that it leaves 
us incapable of even setting accurate odds in the first place (Knight,1921). 

It is difficult to avoid the fact that the future is often unknown, nor that in-
vestment decisions are made based on expectations about it. Oftentimes this har-
monizes simply because of risk, i.e how well are we able to estimate future 
outcomes. A statistical idea is that history can be projected ahead, The more histo-
rical information available; the better the estimates; the more we correspond to 
risk (Veaux et al., 2016). Many traditional financial measures/models are built 
around futuristic estimations, many of which are also applied in ”schoolbook” PE-
practices (Caselli & Negri, 2018; Pistorius, 2017; Rajibul, 2014; Byström, 2010). 
But when there is no history, there is obviously no way of constructing reliable 
estimates. This constitutes the main problem when it comes to new ventures, i.e 
the fact that they are ”new”; there is no history. Perhaps some outcomes can be 
characterized in advance, but reliable estimates cannot be made for the likelihood 
that they will occur. Therefore it is often exclusively uncertainty we are dealing 
with in the context of start-up financing.  

If this chapter feels too obscure by now, here are some key takeaways: The 
relevance of models and estimates lessens the more we transcend into uncertain 
domains. Or as Sammut (2012, p.73) argues about venture capital for example; 
”Due diligence is an art and not a science, more judgment is applied than 
method”. Ester (2018, p.49) declares; ”start-up investment math is not rocket sci-
ence, it's highly intuitive”. Additionally, such intuition should be influenced by 
individual experiences, or as Taleb (2007) argued; randomness, chance, and luck 
influence more than we realize. Correspondingly Hoffman and Casnocha (2012) 
argued that anecdotal stories about great returns drive much of the thinking. And à 
la Chesterton (1994) above; we should also remember that the world tend to be a 
trap for logical and mathematical thinkers, as it is sometimes not so logical that 
we tend to think. 

2.2 DEEP TECH & FINANCING CONSTRAINTS 
What often characterizes new ventures/start-ups in general, is an initial phase of 
negative cash flows, or at least no steady accumulated cash flow (Gompers & 
Lerner, 1996). Furthermore; there is typically a lack of collateral assets and any 
exemplary track record able to establish a good reputation among creditors, often 
resulting in low propensities for growth and low customer fidelity (Corallo et al., 
2019). A majority of start-ups consequently fail, Blank (2013) suggests that 75% 
of start-ups end in bankruptcy, and Gompers & Lerner (2002) suggests nine out of 
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ten do so as a consequence of not being able to attract investors. Statistics like 
these are facts of which investors are well aware, and must take into account. 
From the perspective of investment theory, however, certain characteristics 
coupled with deep tech or R&D-intensive firms distinguish such investments from 
”ordinary” investments. Alas, it is not for the better.  

Peneder (2008, p.4) argues; ”the burden of being small and new is further ag-
gravated when the investment is on innovation”, which does not appear particular-
ly incredible simply by remembering the uncertainty aspect of our preceding 
chapter. Uncertainty, on the one hand is an aspect that in itself represents a key 
key friction intensifying financing constraints (Luca Clementi & Hopenhayn, 
2006; Knight, 1921). Whilst on the other, also represents a feature commonly as-
sociated with the output of R&D (Hall & Lerner, 2010). R&D-based innovation 
processes are not only inherently uncertain, but it is often also coupled with 
skewed returns (Scherer & Harhoff, 2000). But besides these inherent characte-
ristics of research, there are other frictions entailing increased financing 
constraints for R&D-based firms. Gigler et al., (2018) highlights three additional 
categories emerging from uncertainty, foreshadowed by Lerner (2007); informa-
tion asymmetries, High credit risks and lacking access to the right funding. Alt-
hough Lerner (2007) saw the uncertainty aspect itself as a fourth category. 

Information asymmetries: an s.c ”lemon problem” stems from a Nobel prize-
winning theory made famous by Akerlof (1970), and refers to how issues arise 
from asymmetric information between buyers and sellers. Akerlof explains this 
with an example of a used car market; a buyer looking for a specific car model 
may find multiple options in the used-car market. Although they all seem more or 
less the same, the price still varies. The reason is simple; quality varies (depen-
ding on how the car has been used, how well it is been taken care of, etc…) Only 
the sellers, however; can be fully aware of the true quality of their cars, whilst 
most buyers can only guess or trust the seller. In other words, there is asymmetric 
information. Since the buyers do know, however, that they risk buying a lemon(a 
bad quality car), they will only pay up to a certain amount for any car. A logical 
conclusion; owners of cars with exceptional quality rather keep their cars than sel-
ling at a ”lemon-car” price and thus, only lemons (or close to lemons) will be fre-
quently sold in the market (Akerlof, 1970). An idea is that this lemon problem ap-
plies to financing as well, where asymmetric information coupled with the costli-
ness of mitigating such information gaps results in higher costs of external as op-
posed to internal capital for the general firm (Kerr & Nanda, 2015). Firms will 
always possess more knowledge of their innovation, technology, or research pro-
ject than any investor will (Bloxham, 2011), not least by simply considering the 
limitations that comes with transferring knowledge and information via communi-
cation (Nørretranders, 1998). Hence, a perception is that innovation owners in ge-
neral, have better notions about expected technical costs and potentials in which 
they often cannot credibly communicate to investors (Peneder, 2008), and the 
problem intensifies in parity to the complexity.  
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Gigler et al., (2018, p.2) summarizes that information asymmetries; ”represent 
a major bottleneck in terms of accessing funding for the majority of Europe’s 
KETs companies, and have led to significant underinvestment in the sector in Eu-
rope.” While R&D often constitutes a source of new inventions or discoveries, its 
primary output is often knowledge (e.g Schilling, 2013; Arrow, 1962). There are 
two major challenges with knowledge; first, it is highly intangible as an asset, se-
condly, it holds ”tacit” characteristics further limiting its abilities to easily diffuse 
to external shareholders (Hall, 1999; Von Hippel, 1994) The latter; is more par-
ticularly what intensifies information asymmetries. The more complex the techno-
logy, the bigger the information gap (Dean et al., 2020). There are few markets for 
knowledge, i.e the salability of ”just” new ideas is very limited (Geroski, 1995). 
Hence new knowledge must first be translated from invention to innovation, 
which in itself could imply lengthy and costly processes (Corallo et al., 2019). 
Since potential financiers have to choose between good and bad projects, they rat-
her wait to see a business case rather than funding ”speculation” (Peneder, 2008; 
Auerswald & Branscomb, 2003). This so-called; ”innovation gap” becomes a 
common first challenge for R&D-based firms, and stands as a significant barrier 
of innovation, adding greatly to the dimension of uncertainty (E.g; Slayton & Spi-
nardi 2016; Markham et al., 2010; Auerswald & Branscomb 2004). Knowing the 
true potential of a research project, new technology, or prototype, is often difficult 
even for the researchers themselves (Kerr & Nanda, 2015). 

High credit risks: if we instead focus on the first difficulty that was mentioned 
with knowledge, which was its intangibility. The levels of intangibility when it 
comes to the R&D developed assets are generally high (Hall & Lerner, 2010). A 
major part of R&D spending is on wages for scientists etc, working on the inven-
tion and creating the knowledge base of the firm. Established knowledge is indeed 
an asset, the problem lies in the inevitable fact that such assets disappear as wor-
kers leave. In other words; there are difficulties with using such resources as col-
lateral, which becomes extra considerable with regards to the lengthy processes of 
developing, conceptualizing, and commercializing an innovation (Kerr & Nanda, 
2015; Pries & Guild, 2011). Williamson (1988) would explain such intangible as-
sets as “redeployable”, meaning that their value would be almost as high in alter-
native use (for instance in a different firm) and further suggests that such assets 
are more suited to governance structures associated with debt, which we will 
come to see in a moment; is often not a tenable solution for start-ups, especially in 
deep tech.  

Lacking access to the right funding: Banks and debt are important for larger 
firms with tangible and intangible assets to pledge as collateral, and widespread 
evidence suggests that lending capabilities have significant effects when it comes 
to the survival of firms (Luca Clementi & Hopenhayn, 2006). By the means of Di 
Pietro and Dustdar (2016), there has been a focus on traditional debt funding in 
the EU creating a favorable lending climate, but one such that is not accessible to 
firms that (i), are capital-intensive and have long life cycles (ii), builds on com-
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plex technologies/products that makes it difficult for lenders and investors to un-
derstand and assess the respective market potential. As we have seen, both cir-
cumstances are often common in deep tech. The report by Gigler et al., (2018) 
states that risk premiums account for 70-80% of the total cost of loan amounts for 
the general KET(or deep tech) firm, which can be compared to the 20%-30%, for 
the average ”SME” . Additionally, Stiglitz & Weiss (1981, p.408) argued; ”Poten4 -
tial borrowers who are denied loans would not be able to borrow even if they in-
dicated a willingness to pay more than the market interest rate”. Thus we can con-
clude much like e.g Lerner, (2007, p.408); ”If there is an exceedingly intense 
competition or a great deal of uncertainty about the size of the potential market, 
firms may find it very difficult to raise capital from traditional sources.” 

Before proceeding further, it could be valuable to briefly revise and summari-
ze some key takeaways; we can begin with concluding that deep tech start-ups 
hold the same unfavorable dynamics of regular start-ups, simply by being ”start-
ups”. But many of these characteristics are more tangible, which in turn aggrava-
tes financing constraints. First, there is often a significantly higher degree of un-
certainty stemming from the inherent uncertainty of research, often constituting a 
base of such firms. Accordingly there is also the extra ”amounts” of time and ca-
pital needed to reach a market. Thereto, one shall remember that even when a 
market is reached, one could expect technically complex products to receive 
”mild” adoption rates, lengthening the process of achieving return even further 
(Rogers, 1983). Similarly this topic, Peneder (2008, p.2) argues; "the more distant 
to the market the research is, the more difficult it becomes, to fully appropriate the 
returns.” Apart from (or maybe because of) the uncertainty itself, studies majorly 
suggest that (i) information asymmetries are more severe. technologically com-
plex projects require expert knowledge, which grows inside a research team to-
gether with uncertainty and information asymmetry. (ii) so is credit risk, due to 
the lack of tangible collateral. And (iii), there are often not enough suitable finan-
cing alternatives. 

2.3 THE VALLEY OF DEATH, THREE PERSPECTIVES 
In academia, there is seemingly a widespread acceptance of a phenomenon refer-
red to as the ”Valley of Death” (VoD), which is commonly used to describe a par-
ticular gap between R&D-based scientific upbringing of new knowledge or inven-
tion(s) and commercial development of ”actual” concrete products/services 
(Markham, 2002). Moving from research-based invention development to market-
based product development is challenging for many firms, and consequently, four 
in five new inventions are never commercialized (Dean et al., 2020; Blank, 2013). 
Further, an argument is that this transition is particularly difficult for start-ups 

 SME; Small and medium size enterprise4
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working with advanced technologies, and previous chapters have given us an in-
sight into why (E.g; Gigler et al., 2018; Peneder, 2008). 

The VoD is not anything new, nor is it something that is only permeating start-
up domains, as defense planners have been plagued by the difficulties of pulling 
defense tech across this valley on institutional levels for a long time (Fiott, 2019). 
Weitzman (1998, p.359) said that; ”the ultimate limits to growth may lie not as 
much in our ability to generate new ideas, so much as in our ability to process an 
abundance of potential new seed ideas into usable forms.”. Much of the research 
around the VoD seems to agree that this valley represents a significant barrier to 
innovation (E.g; Slayton & Spinardi, 2016; Weyant, 2011; Markham et al., 2010; 
Auerswald & Branscomb, 2003). 

If we attempt to ”locate” the VoD in a start-up’s lifecycle, we can begin with a 
simple illustration that has been used by e.g; Markham, (2002); Barr et al., (2009). 
By looking at Figure 1, we can see two lines or curves representing the firm's re-
sources. It is common that firms do possess resources for both R&D and commer-
cialization activities (Markham, 2002). As we can see, however, the lines are not 
connected, representing a common missing link in the transition between rese-
arch-driven emerging technology and a market-driven business. Thus the VoD is 
in-between, representing a lack of structure, resources, and expertise (Barr et al., 
2009).  

Also worth mentioning, is the s.c ”death valley curve” Figure 2; projecting a 
firm's capital resources against a timeline. This illustrates how the capital invested 
in a new venture decreases as the company meets its common start-up expenses 
before its income reaches predicted levels (Law, 2018). The capital structure/re-
sources are high/sufficient at the idealization stage after initial seed-stage funding, 
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and then decreases as firms invest much of their capital into R&D activities to de-
velop a technology (Ta et al., 2020; Chandy et al., 2006). 

Hence what is also prominent from Figure 2, is the low/lack of capital resour-
ces due to start-up expenses, at a point in time where resources are needed in or-
der to initiate more market-driven phases. But as also stated by Law (2018); ”This 
erosion of cash makes it difficult for the company to interest further investors in 
providing additional venture capital.” Thus this is where the VoD consequently 
makes itself most noticeable from this perspective and illuminates a vulnerable 
position for a firm. There are still no incoming resources from commercialization 
processes, so if a firm does not successfully complete another financing round; 
they die. Gigler et al., (2018, p.6) says; ”The inability to attract suitable financing 
is one of the reasons” 

Figure 1 and Figure 2, Visually allows for multiple perspectives on the VoD. The 
former; i.e Figure 1, reminds us of the interconnectedness between research and 
commercialization, as well as the lack of resources and/or expertise ”in-between”. 
Thus, we can understand the perception of a VoD in research, in which it has been 
conceptualized as a gap between ”basic research” conducted by university resear-
chers and/or scientists and product development/commercialization conducted by 
firms (E.g Upadhyayula et al., 2018; Hudson & Khazragui, 2013; Markham et al., 
2010). Or as Pries and Guild (2011) argued that; Start-ups, especially those who 
are research-based, lack market orientation and thus abilities, when it comes to  
transferring their inventions to market-ready products. The latter figure, Figure 2; 
visualizes another perspective where we can look at the VoD as more of a financi-
ng problem. In which significant capital resources have been spent on R&D or the 
development of new ideas for commercialization, but there is consequently a dip 
in between these two stages, which deters investors (E.g; Ta et al., 2020; Law, 
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2018; Markham et al., 2010; Ford et al., 2007;). Important to note in addition to 
this financing perspective, however, as per Murphy & Edwards (2003); within this 
valley is often a point in time where firms transition from majorly public-sector 
financial support to private-sector financial support. It is argued that the public 
sector views firms that have already gone through a development process as more 
relevant for the private sector, hence public sector financing alternatives decrease 
abruptly after these early stages and firms must switch to seek private equity fi-
nancing. Our bottom line is; many interests must be met in this valley, and many 
”translations” must comply. 

2.3.1 KNOWLEDGE GAPS & INFORMATION ASYMMETRIES 
Remembering the lemon problem (on page 18), firms have more inside informa-
tion about their technology than investors. Hence investors try to reduce such 
asymmetries through due diligence, yet it is very difficult to reach a state of no 
asymmetries (Di Pietro & Dustdar, 2016). Bloxham (2011) similarly argues that 
there has always been and always will be a knowledge gap between investors and 
firms. A phenomenon that is generally more prominent when uncertainty is high 
and common technical due diligence methods and tools do not apply (E.g; Park & 
Shapira, 2017 ;Rajibul, 2014). Complexity, is another factor adding to severity of 
asymmetries, consequently making the processes of mitigating such asymmetries 
more costly and difficult for high tech firms (such as deep tech), (E.g Dean et al., 
2020; Kerr and Nanda, 2015; Hall and Lerner, 2010). 

From the different perspectives on the VoD as outlined above, problems with 
knowledge gaps and/or knowledge asymmetries portrays one central common 
ground. Internally; Markham (2002, p.32) argues that ”technical personnel often 
do not understand the concerns of commercialization personnel and vice versa”. 
Similarly, Auerswald & Branscomb (2003, p.230) argues for 4 major difficulties 
in the VoD, amongst them; the ”disjuncture between technologist and business 
management” and; ”Differing motivations for research” In short; there may be 
internal knowledge gaps between research and commercialization.  

From the death valley curve perspective, the focus is more on the erosion of 
cash, which in turn creates an ”extra distance” to the financing alternatives avai-
lable at later stages (Law, 2018). Attracting investors at key stages consequently 
becomes more difficult, but also; more crucial (E.g; Gigler et al., 2018; Ford et al., 
2007; Markham et al., 2010; Murphy & Edwards, 2003). But here, information 
asymmetries are also imminent. Van Weele et al., (2018) argue that start-up entre-
preneurs are often technically advanced, whilst business capabilities are lacking. 
And on the opposite ”side” let us say, Auerswald and Branscomb (2003) argues 
that when knowledge gaps are technical, investors are bad at quantifying them. In 
short; there are also asymmetries in the internal-external relationships, remembe-
ring the lemon problem.  

Lastly, we saw how the VoD often implicates a transition from majorly public 
to majorly private financial support. Murphy and Edwards (2003), argues for 4 
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major difficulties with this transition. Amongst them; high cash demands and low 
ability to raise it (like the aforementioned cash flow problem). But what is also 
highlighted is the divergence of public and private sector values and requirements, 
thus it is claimed that there are also external gaps between the public and private 
sector in the financing climate itself.  

In an attempt to get an overview of all the above asymmetries and gaps, an 
illustration has been made. The idea of Figure 3 is to ”map-out” the different gaps 
and asymmetries between the different actors with respect to the theories outlined 
above. a gap consists of any different understandings that may arise with regard to 
individuals' backgrounds and expertise, for example between research and marke-
ting. An asymmetry, consists of stakeholders despite having the same type of / re-
lated interests, yet having different access to information which must be efficient-
ly communicated. For example, researchers may be able to communicate effici-
ently with their University and respective financing alternatives, whilst finding it 
more difficult to communicate with investors entering the picture at later stages. A 
firms team responsible for financing activities on the other hand, may find it easi-
er to communicate with large investors with more ”typical financing principles”, 
rather than early stage smaller investors with a more ”informal” or technically 
oriented focus, and vice versa. 

  
Another dimension of information asymmetries specifically adressed by e.g; An-
ton and Yao (1998); Bhattacharya and Ritter (1983), is the problematics with mo-
ral hazards when it comes to sharing sharing information. Deciding how much 
information to share about a promising innovation can impose a difficult trade-off. 
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Figure 3; Map of Knowledge gaps and Information Asymmetries



The disclosure of key information could come with substantial costs, whilst with-
holding such information could reduce the perceived quality of a certain venture 
that is intended to be conveyed (Hall & Lerner, 2010).  

2.3.2 FACING THE VALLEY OF DEATH 
So what theoretically speaks for the start-up, and its abilities to bridge, or getting 
out of the VoD? First, one could reminisce about Macmillan et al., (1985) and 
their theories on ”the jockey and the horse”; explaining that it is actually the hu-
man capital that is seen as important amongst investors. Although some research 
has demonstrated otherwise over the years, (E.g Kaplan, 2009; Pintado et al., 
2007), but Gompers et al., (2020) recently established that the view of ”the jockey 
and the horse” is important. That is; the abilities of the team are of the highest va-
lue for latent investors, but e.g Murnieks et al., (2015); Murnieks et al., (2011) 
added the argument of a common similarity bias in team assessment. In other 
words, investors tend to favor entrepreneurs or teams who thinks similarly, has 
similar skills, and personalities to themselves, an argument also catered for by 
Bruns et al., (2008) more particularly about VC-investors. Thus, Sammut (2012) 
suggests that entrepreneurs should examine the financing market to determine 
who is active, and have invested in similar categories before.  

On the topic of the team, Wernerfelt (1984) and Rajan (2012) also declared 
the importance of human assets in the way it differentiates one start-up from anot-
her, which becomes more important for the deep tech firm, as technical capabiliti-
es raise the chance of success especially in a development phase. Further, Villa-
longa (2004) showed how intangible assets play an important role in sustaining a 
firm's competitive advantage, even as a more established firm. Moreover, high-
quality teams have attractive outside options and can therefore credibly signal an 
innovation to a potential market (Bernstein et al., 2017). Hence a new firm needs 
to attract the proper human assets to make success likely, apart from just e.g capi-
tal (Lerner, 2009).  

In response to the problem with knowledge gap and/or information asym-
metries, studies like Levitas and McFadyen (2009) shows how asymmetries can 
be mitigated by high valued patenting activity from the firms. Patent signals are 
thought to increase external investors valuation of the firm, making external capi-
tal more accessible. Geroski (1995 in Antonelli, 2019) also advocates e.g IP, 
secrecy, and embodied knowledge, as attempting to sell pure ideas is discouraged.  
to sell embodied knowledge (not ideas). Gigler et al., (2018) also highlights simi-
lar ideas and calls for both qualitative and quantitative patent valuation methods 
to be used, proposing the ”Intellectual Property Financing Scheme in Singapore” 
as an example. These ideas basically revolve around the use of intellectual proper-
ty and/or patents as collateral. 

In response to the financial restraint caused by negative cash flows, (see the 
death valley curve above). A few theoretical methodologies have emerged aimed 
at mitigating the depth of this curve. Simply put, to make the initial processes less 
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costly. One of the more famous of these methodologies is probably the so-called” 
lean start-up methodology” (Corallo et al., 2019). A central philosophy in the lean 
start-up methodology is the fail-fast mindset (Pries & Guild, 2011), where the idea 
is to undertake an iterative process by failing, adjusting, failing, adjusting, and so 
on… Simultaneously this experimental approach is also believed to infer a lear-
ning process, encouraging execution over planning (Mansoori, 2017). Testing and 
evaluating new ideas with real customers is advocated as a central part of experi-
mentation (Blank, 2020), ”getting out” and creating the external traction is par-
ticularly seen as crucial for success (Bocken & Snihur, 2020; Bocken et al., 2018).  

More generally speaking, one must remember how e.g Kerr and Nanda (2015) 
mentioned that; VC’s are not in the innovation business, they are in the financial 
business. Oftentimes, it does not matter how good an idea might be, or how good 
a company looks, it just does not fit with what a potential investor occasionally 
needs in a portfolio. Or as Sammut (2012, p.73) puts it; ”Opportunities are often 
turned down for reasons that have little or nothing to do with the merits of the 
venture itself”. Moreover, the ”severity" of the VOD might also be industry de-
pendent. Gans, Hsu & Stern (2002) for instance describes how some industries 
hosts s.c ”markets for ideas” and and exemplifies this with Biotech. The argument 
is that Biotech firms are generally able to sell experimental results or such mi-
lestones, as experiments in this industry is verifiable and observable; they genera-
te a strong informational value. In short, it is thus possible to strongly verify early 
ideas and thereby give them a more concrete value. Whilst on the topic of diffe-
ring circumstances between industries, it is possible to draw some parallels to 
Nanda and Rhodes-Kropf (2017), who argued that innovative firms may need hot 
financing environments in order to receive sufficient funding. The explanation 
being that; ”a fundamentally different, more innovative type of project will be 
funded in ‘hot’ rather than ‘cold’ markets”, indicating that certain financing dif-
ficulties may also be more linked to some industries than others. Whilst it could 
also be a matter of timing. 

❖ 

This chapter has provided an overview of what is seemingly the more com-
mon theoretical theories and perspectives on the VoD, its underlying causes, its 
inherent complexities, and potential bases of solutions. As this problem is central 
to the study, it is important to keep this understanding in mind as we transcend 
into the more result-oriented chapters that will begin by outlining the financing 
actors that in some way presumably are combatting this problem (or causing it…). 
But furst, it could be fair to account for how these results have been obtained. 
Hence, the following chapter will first describe the methodological aspects of this 
study.   
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3 - METHODOLOGY 

The subject area covered by this thesis can be seen as of being in the dicho-
tomy between financial and innovation-managerial studies. It is seemingly 

both well known, plus well studied from both of these sides. Thus it offers a plet-
hora of historical research, some of which has been a central part in probing and 
formulating the problematization for this study. The base of this study is therefore 
inherently affected by this facto and is thence also likely to affect the interpreta-
tion of its results. However, the study is not looking to test already established 
theories, it is rather meant to review a general understanding of the subject as a 
whole by relating to new empirical insights. Foremost, a hope is that such insights 
and further analysis could help with developing and broaden this understanding 
further. In other words; with respect to our aims and queries, there is a great op-
portunity to make use of the extensive previous research to form a basic un-
derstanding, from where to pick up and further associate with upcoming empirical 
findings. 

Because the questions(s) at issue are broad, open, and suggests that possible 
answers should depict real experiences, phonemes, and stories in relation to the 
problem and its theories, a method that would allow for elaborative and evaluative 
data naturally stands as more appropriate. At the same time, individual percep-
tions and values regarding the problematization area can be difficult to translate 
into measurable units. Additionally, the research questions are not intimating ef-
forts to form some kind of objective response or perception. In lieu, it is more of a 
search for empirical data in the form(s) of expert opinions and experiences regar-
ding the subject. This calls for a data-collective process that allows everything 
from short answers to anecdotes and individual experiences, i.e a collection met-
hod that is less regulatory or restricting. Hence a qualitative approach should be 
suitable, as we then in exploratory manners can dive into the subject and in-depth 
account for various expert opinions and experiences (Bryman & Bell, 2015). The-
re is an assumption and/or hope that a diverse collection method of qualitative 
data could potentially highlight more differing, deep, and elaborative experiences 
and perspectives, which in turn could prove beneficial with respect to the queries 
and overall purpose.  

To collect such data, qualitative interviewing have been applied and conduc-
ted with various industry professionals to obtain their expert insights and opinions 
on the subject. This has been done strategically in order to better relate to the ove-
rall purpose and queries at hand, the following chapter will account for this design 
more in detail.  

25



3.1 INTERVIEW DESIGN 
Since qualitative interviewing is a rather broad term, let us begin with declaring 
that the approach applied in this research has been semi-structured interviewing. 
Discussions on the subject and problematization area have been held with various 
professionals currently active in the industry, and attention has been centered on 
the interviewee's point of view and experiences. Consequently, a typical "sub-
jectiveness" that comes with qualitative interviewing is to be reckoned. In associa-
tion with this study and its particular purpose, however, this could only be consi-
dered to be a marginal issue as the actual aim revolves around the depiction of 
subjective opinions and experiences. The research questions at hand shall be in-
terpreted as a call for results in the form of expert insights and opinions, hence 
objective validity or reliability is not a necessity. To better strengthen the qualita-
tive relevance of the method of choice, a strategic selection of interviewees have 
been applied. Also with respect to the semi-structured method of choice, the deci-
sion has been made to include an interview guide. The following sections of this 
chapter is devoted to the rationale of these methodological decisions, whilst also 
accounting for a brief respondent overview.  

3.1.1 SEMI STRUCTURE & INTERVIEW GUIDE 
An interview guide approach has been selected primarily in response to the semi-
structured manners of the overall method of choice, which in turn serves respect 
revolving around the balance between gathering deep elaborative data and the 
question of time. Feasibility with respect to a proposed deadline calls for some 
structure, whilst the overall research aims calls for deep elaborative data. It should 
also be mentioned, that timing also represents an important aspect of respondent 
participation, in response, and an interview guide is believed to support the relia-
bility of conducted interviews by making sure that each subject intended to be co-
vered, is actually covered with similarity, and with respect to timing.  

Thus, the primary rationale of the interview guide is to mitigate issues related 
to timing, e.g by making sure that some predetermined topics do not fall between 
the cracks during the discussions. In accordance with Bryman & Bell (2015), the 
interview guide is thus formulated more like a few broad predetermined topics, 
rather than questions in order to maintain qualitative characteristics. Sometimes 
there are follow-up questions coupled to the topic, and those are left open-ended.  

The guide strives to give respondents enough time to deeply elaborate, and 
the opportunity to highlight or share additional thoughts of which they may consi-
der extra important. Thereby interviewees are still allowed to influence the direc-
tion of each interview towards their own particular area of expertise or interest, 
also signifying the flexibility of the semi-structured approach. This approach of 
questioning are believed to better allow participants to share personal perspecti-
ves, creating more freedom to attain new insights within each interview (Bryman 
& Bell, 2015). The main goal is that this approach should be able to deliver the 
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requested deep and elaborative data on similar topics while respecting the agreed 
timeframe.  

The interview guide employed is included in the appendix, (Appendix [1]) 

3.1.2 SELECTION OF INTERVIEWEES 
To better serve the purpose of this study, a strategic selection of different intervi-
ewees has been made. Because the study aims to depict investor experiences from 
operations involving the start-up stage(s) in and/or around the proposed s.c ”Val-
ley of Death”, the general idea has been to target actors that are explicitly having 
an early start-up perspective. Following, there are two main sampling levels to 
consider. First, it is of major importance to select the most relevant organizations 
in the equity-financing industry with respect to aforementioned matters. On the 
Second level; there is a need to reach "the right" individuals within those organi-
zations. When it comes to the selection of organizations i.e first level sampling, 
the theoretical framework has played a substantial role in helping to determine 
what frame of organizations that could be considered as more relevant. 

For example; Gigler et al., (2018); Drover et al., (2017); Lerner, (2013) emp-
hasized the great importance of public actors in equity financing, which means 
that such organizations could be considered as highly relevant. Attempts to reach 
each of these organizations (outlined in the results) have been made, as a result, 
many of which have also chosen to participate. Alas, with the exception of some 
of the largest public actors. The theoretical framework also indicates what other 
types of actors could be seen as more relevant ”targets”. Accordingly, attempts 
have been made to reach private actors believed to be involved in/or around stages 
close to ”the valley of death” at a similar scale to the public actors. The private 
organizations have mostly been identified via the SVCA (Swedish Venture Capital 
Association) list of members. 

Further, when it comes to the selection of individuals i.e level 2 sampling, the 
only criteria(s) applied and considered as a requirement with respect to the overall 
purpose of the study is (i); of course that the person should be currently active 
within the organization, plus (ii); that the individual should be participating in in-
vestment decisions and/or at least be familiar with the applied practices of the or-
ganizations investment activities. Potential participants with respect to the criteria 
above have been directly or indirectly contacted either via mail or phone with the 
same agenda; a very brief introduction to the study along a participation request. 
As a result, representatives from 12 different organizations in total, agreed to par-
ticipate, out of which 10 different interviews ultimately could be held within a fe-
asible timeframe. 
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3.1.3 RESPONDENT OVERVIEW 
Throughout this study, interviews have been conducted with 10 individuals cur-
rently operating within the Swedish financing climate. They have been asked to 
share subjective views around the topic, but also to subjectively describe the or-
ganization in which they were currently operating at the time of the interview. 
Their thoughts are neither meant to represent the views of their corresponding or-
ganizations nor should respective thoughts be interpreted as such. The study also 
does not attempt to elucidate any sort of general or objective view in the particular 
financing climate that is studied. 

Interviews have been conducted with each respondent separately through vi-
deo meetings, either via Microsoft Teams or FaceTime. The meetings have varied 
in length from around 30 minutes up to almost 1 hour 30 minutes. Featured below 
(Table 1), is a full list of respondents.  

3.2 SECONDARY RESEARCH MATERIAL 
There is partly primary and partly secondary material forming the keystones of 
this study. Whilst the primary solely corresponds to the empirical material gathe-
red through interviews, the secondary mostly corresponds to the basis for the the-
oretical framework and literature review. However, both of which will be present 
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Table 1; Overview of Participating Respondents,

RESPONDENT POSITION ORGANISATION DATE TIME

A Investment manager Governmentally funded VC investor 2021-03-12 32m

B Senior innovation & 
Business advisor

Governmentally owned holding firm 2021-03-24 35m 

C CEO & investor Private VC-firm 2021-03-25 51m

D Cheif analyst foundation 2021-03-26 33m

E Business developer Governmentally owned holding compa-
ny

2021-03-26 53m

F Advisor & board al-
ternate

private investment firm 2021-03-29 1:24m

G Investment manager foundation 2021-04-06 25m

H CEO & investor Private corporate VC-firm 2021-04-08 43m

I Investment Director Private VC-firm 2021-04-13 32m

J Business developer Governmentally funded incubator & VC 
investor  

2021-05-04 42m



in the results, and further juxtaposed in the analysis. In terms of findings /results, 
a focus is held on the primary research material, as it is believed to better align 
with the particular queries at hand. Yet, there is important informational contribu-
tion obtained from the secondary stream of material, mainly this corresponds to 
the overall purpose of the study, in the way it is used is to map-out financing al-
ternatives and support the understanding of their respective roles and functions.  

A combination of the secondary research material found has returned good 
insights and knowledge on the subject, onward providing an ability to assemble a 
solid literature review and theoretical framework. The former is meant to provide 
a basic understanding of the theoretical underlying circumstances that leads up to 
the specific problematization, the latter is aimed at presenting the problematiza-
tion specifically, and moreover what is seemingly the more common/accepted 
theories in recent and/or current research about it. 

The secondary material has been gathered through scientific channels such as 
the Uppsala University Library, and more particularly its online database. Other 
well-used databases worth mentioning especially with regards to the discovered 
scientific articles are JSTOR, Google Scholar, and ScienceDirect. The review of 
literature has primarily been concentrated towards concepts or topics on (or simi-
lar to); the valley of death, funding gaps, and/or in relation to deep tech. Also 
more generally on; financing innovation, and financing R&D (alternative phrasing 
or wording have also been used). Also, research on more broad topics like e.g; 
venture capital, investment practices, finance, and risk has been important to fill 
some theoretical gaps and increase an underlying understanding. Some secondary 
reports are of major importance for this study, and they have been obtained from 
the EIB's (European Investment Bank) website. 

As far as possible, attempts have been made to reach original sources. 

3.3 ASSESSMENT OF DATA 
The method of choice when it comes to the collection of primary data implies that 
large amounts of qualitative material will be generated. In accordance with Bry-
man & Bell (2015) it is usual and appropriate to apply a thematic analysis. Hence, 
all interviews have been recorded in order to allow for a detailed transcript to be 
made. The idea is to systematically scrutinize the text-version of interviews for 
the purpose of identifying specific themes that can be particularly interesting with 
regards to our study.  

Although our theoretical framework could provide hints regarding what the-
mes we can expect to find, this has not been the purpose of identifying the themes. 
In other words; the theoretical framework should not be allowed to determine 
what themes to look out for, rather, the focus is more on letting the data itself de-
termine themes that are interesting and relevant. This is advocated by and conso-
lidates the overall inductive approach of the study.  
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In the process of scrutinizing the texts, themes are in accordance with sug-
gestions from Ryan & Bernard (2003), primarily identified as; Either topics that 
reoccur multiple times within and/or across different interviews, or as similarities 
and differences in the way topics are discussed amongst interviews. Since an in-
terview guide has been used, identified themes can preferably be systematically 
structured in chronological order according to the interview guide.  

In the analysis, the different themes found will be addressed and further ana-
lyzed in relation to the overall purpose and aims of the study. Additionally, it 
could be valuable to review and relate to the established theoretical understan-
ding. From this point, the perception is that there will be an opportunity to first 
revise this understanding in the shadow of new empirical insights (if needed). last-
ly, based on this updated understanding, there will be an attempt to ground a theo-
ry that could seem relevant in response to the stated research questions.  

3.4 ETHICAL CONCERNS 
To conduct research in the qualitative way described in the above research design, 
implies a certain relationship between the researcher and the study participants, a 
relationship of trust. In this case, the external participants will represent intervi-
ewees, hence conversations with them will constitute the empirical material in its 
entirety. It is important that the interviewees feel trust in that the material they 
provide is handled correctly, and trust is built through good ethical action (Len-
nerfors, 2019). Therefore, this study will adopt Bryman and Bell (2015)’s four 
ethical principles of business research. These revolve around how we should treat 
people on whom we conduct research, and involves the following; Harm to parti-
cipants, Lack of informed consent, Invasion of privacy, and deception.   

In terms of harm, "the researcher must all reasonable precautions to ensure 
that respondents are in no way directly harmed or adversely affected as a result of 
their participation” (Bryman & Bell, 2015, p.135). In this study, it must be taken 
into account that shared information that can be linked to individuals could affect 
respective individuals regarding their current or future professional situation. In 
response, the following precautions are made in accordance with the aforementio-
ned principles; participation will be followed with anonymity, both for individuals 
and in terms of their respective organizations, whether it is requested or not; all 
recorded material will be maintained as confidential, and will only be used in the 
purpose of the study.  

As to informed consent, measures have also been taken with regard to the 
above-mentioned guidelines. Informed consent in accordance with Bryman and 
Bell (2015, p.140)  means that; ”respondents should be told, normally at the be-
ginning of the interview, if observation techniques or recording equipment are to 
be used”. This has been taken into account, and thus a permission to record audio 
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has been requested prior to each interview. In addition, there has been a brief 
description of the interview purpose given to each of the respondents. 

Providing informed consent does not necessarily mean neglecting the right to 
privacy. Although the study nor interviews are intended to direct any focus to-
wards any private realms, any question will not be considered a necessity to an-
swer. The study aims to portray opinions in a professional environment, and priva-
te matters are also not considered as relevant. Thus, the questions that form the 
basis of interview discussions are designed accordingly. Yet, investment strategies 
and/or opinions could however be considered a sensitive topic, and sharing in 
formation in this regard is not to be viewed as an obligation. All participants are 
free to decide what information to share in the discussions.  

As Bryman and Bell (2015, p.144) declares; ”Deception occurs when resear-
chers represent their research as something other than what it is”.  In order to pre-
form an analysis in accordance with the research design outlined in preceding 
chapters, interpretations of the empirical material will be necessary. This procedu-
re, is of course not intended to result in false depictions, but with that being said, 
there is an imminent risk of misconceptions. In response, all research participants 
will be informed; and in case of which it is desired; further provided the opportu-
nity to review the report in order to self-ensure that any opinions or utterances 
used has not been misinterpreted. In addition to this, the measures above, i.e are 
also intended to mitigate the consequences in the event of misinterpretations.  

With all the respect to participating respondents, it should ultimately be pro-
nounced that even if the interviewees are representing the respective organization 
in which they are currently active (at the time of the interview), the obtained ma-
terial from each interview is not meant to be representative of this organization or 
enterprise. The depictions that are given, should be interpreted in subjective man-
ners, on individual levels.  

3.5 LIMITATIONS 
There are certain external limitations to this study affecting the selection of met-
hods and concurring implementations that could be relevant to bring up. First and 
foremost, let us address the pandemic situation although it may go without saying 
that it imposes some additional difficulties, mainly when it comes to the practica-
lity behind the implementation of the study. This study was to be conducted in the 
midst of an ongoing pandemic (COVID-19), with all the respect for our society in 
general, as well as for all study participants (including myself) in particular, pre-
vailing restrictions and recommendations has been taken into full account in the 
process of carrying out this study. At the ruling stage of winter and spring 2021, 
this basically implies that any physical meetings and travel should be avoided if 
possible. This has influenced the design of the study as certain methodological 
parts have been excluded, and with that, the focus has shifted more towards bare 
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interviewing. The prime rationale being that the entire methodological process of 
interviewing thus can be carried out remotely, which has also been the case. It 
should be mentioned, however, that a lack of physical meetings is usually consi-
dered undesirable in qualitative research, as it may increase the risk of misconcep-
tions. This is primarily because one may not perceive expression or body langu-
age (Bryman & Bell, 2015). The use of video communication, however, is belie-
ved to facilitate this difficulty. In addition, by providing external participants with 
the opportunity to review the text, eventual misunderstandings are expected to be 
unraveled. 

What could also be valuable to note concerning the methodological limita-
tions of this study, is the question of time. Since this study happens within the 
scope of a degree project course, there is an expected time limit to consider in the 
research design. The ultimate choice of methods has thus not only been chosen on 
the premise of being the optimal approach to the problem itself, but also with re-
spect to time-wise feasibility. Accordingly, the declaration of methods above is 
believed to propose the most prominent potential of providing interesting fin-
dings, both concerning our research questions and with respect to a set deadline. 

32



4 - SOURCES OF EQUITY FINANCING  
IN SWEDEN 

So who will bear the uncertainty of deep tech firms and their innovations? This 
chapter is intended to facilitate the understanding of the upcoming and analy-

sis by conceptualizing the investigated financing climate, and in turn what start-
ups in the phase in/around the VoD are likely to find in terms of available and ap-
propriate financing solutions. It can be seen as the part of the study where these 
alternatives are mapped out with the help of secondary research material.  

First let us begin with declaring that the three F’s in business, i.e money from 
"friends, family, and fools," is of course a convenient and welcome source of 
start-up financing. But it is also a vulnerable source that will often not last very 
long (Ester, 2018), especially if we consider deep tech. We also saw how debt fi-
nancing is more or less out of the question as a reasonable solution and therefore, 
there is no need to focus on such alternatives.  

A substantial alternative is equity financing, which may lead the common 
thought to venture capital(VC) and the VC industry. Gompers and Lerner (2001) 
argues that venture capital tends to be the most widely recognized form of equity 
financing, despite funding only a small fraction of start-ups. And according to e.g 
Auerswald and Branscomb (2003, p.232); ”Most funding for tech development in 
the phase between invention and innovation comes from individual PE angels 
corporations and the government, not as widely believed; from venture capita-
lists” Instead, the authors suggests this development process is funded by a variety 
of mechanisms. Gigler et al., (2018) refers to cases from across Europe to empiri-
cally support this view. In this report; Sweden’s financing landscape is seen as a 
role model, where the merits of a ”joined-up” approach between public support, 
research institutions, and private-sector venture investors are brought to light. The 
authors further proceed with clearly and solidly providing an over-grasping pictu-
re of the Swedish financing climate. With great inspiration from their work, the 
described climate can advantageously be illustrated with the help of figure 4 be-
low.  

What is striking from Figure 4 (and figure 5) that also Gigler et al., (2018) 
emphasizes, is the governmental efforts to ensure a suite of financial intermediari-
es that can cover all stages in a firm's lifecycle, playing a crucial role especially in 
the earliest stages. It should also be mentioned that in addition; the public organi-
zation Saminvest as a part of this climate, is an organization that has been 
established with a more specific purpose of ensuring that there are no funding 
gaps in this chain of financing (Gigler et al., 2018). Historically, Drover et al., 
(2017) argues that entrepreneurs have had few funding options, but that an expan-
ding climate of options may give more power for them to select, negotiate, and 
manage ongoing relations with investors. But the figure also illustrates the above-
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mentioned difficulty with the PE industry, being that a majority of private alterna-
tives, like for example the large and quite dominating venture capital industry (in 
the eyes of public attention and ”capital-wise") are absent at earlier stages (Gom-
pers & Lerner, 2001). The straightforward and simple answer is given by Auers-
wald and Branscomb (2003, p.233); ”venture capital firms are not in the R&D bu-
siness. Rather, they are in the financial business.” Following we will look at each 
alternative more in detail, beginning from what is now more salient; i.e the impor-
tance of the government in the creation of an accessible financing climate for deep 
tech.  

4.1 THE GOVERNMENTAL ROLE 
By looking at regional innovation-hubs of the world that are recognized for their 
exceptional entrepreneurial spirit and activity, Lerner (2013, p.62) argues that ”the 
stamp of the public sector is unmistakable”. The authors refer to places like Sing-
apore, Tel Aviv, Shanghai, Bangalore, and Dubai, where; ”government interven-
tion played a key role in creating each of these regions”. The same goes for the 
iconic Silicon Valley in the US, where the federal government also played a pivo-
tal role through its innovation and tech policies over the last seventy years, but 
also as a first customer of innovations (Ester, 2018). Ester (2018) argue that this 
dismantles a myth that many tech entrepreneurs tend to believe; that innovation 
should be left to the free market with no governmental intervention, again by il-
luminating how such actors have greatly profited from a first customer, market 
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Figure 4: With great inspiration from Gigler et al., (2018) the figure gives an overview of typical 
sources of available financing alternativs for start-ups in the Swedish financing climate. The 
figure also shows some examples of actors that are representative/suitable for each stage in the 
lifecycle of the firm. Important to note is the role of public alternatives across all stages, and 
further how it is more or less crucial in the earliest stages. 

Figure 4; Examples of financing alternatives in a Start-ups Lifecycle.



regulation, and facilitation of high tech talent. Lerner (2013, p.62) have the same 
arguments about Silicon valley, but also noted that for each effective government 
intervention there are many failures where; ”substantial public expenditures bore 
no fruit”. Howell (2014) stresses the importance of public actors for mitigating 
financing constraints in the VC industry. An industry in which Nanda et al., (2013 
in Jaffe & Jones, 2015) particularly has documented the mismatch between inve-
stors and capital intensive sectors. 

Partly in accordance with the US model, Sweden established the first series of 
investment companies alongside new tax regulations aimed at encouraging private 
investments in the 1980s (Karaomerlioglu & Jacobsson, 2000), and many go-
vernments today provide some kind of support for start-up firms (Hall & Lerner, 
2010). Large institutional actors like pension funds etc.. can pursue investments 
that are not likely to be liquidated for longer periods of time, which becomes more 
relevant if we relate to our deep tech characteristics and their likeliness of experi-
encing a prolonged journey to the market and positive cash-flows. This "long-
termism" may be better set to face lengthy start-up ventures, highlighting the im-
portance of such actors (Lerner, 2013).  

Due to lacking expertise, a common approach amongst such institutional ac-
tors is funding partnerships with venture capital firms, which in turn can support 
new ventures with capital through their investments. If we once again return to the 
report by (Gigler et al., 2018), we can also be inspired by their way of illustrating 
how the Swedish government accesses and operates in equity financing (See figu-
re 5).  
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An important takeaway from this figure (Figure 5) is the co-joint approach 
between public and private capital in the funding of new ventures. This can be 
translated to an important premise for a majority of public investors, being that 
public capital shall be placed together with private capital. Remembering Figure 
4, the challenge for governmental intervention lies in successfully covering the 
early development stages, where the market would otherwise fail to reach firms 
and their financing needs (E.g; Alperovych et al., 2020; Howell, 2014). Whilst in 
the later stages; public intervention is not equally relevant, investor sensitivity les-
sens and capital is allocated more efficiently as the levels of uncertainty successi-
vely lessen (Clementi & Hopenhayn, 2006). Thus, the rationale for governmental 
intervention is not the high potential return on investment per se but by helping 
small innovative firms to breach through to the later stages; economic develop-
ment can prosper with the help of innovative small firms and start-ups, which is 
once again believed to compose the highest potential in such manners (E.g; Hart, 
2003; Nelson, 1996; Aghion & Howitt, 1992).  

4.2 ANGEL INVESTORS  
With fewer and fewer venture capitalists investing at early stage, Angel investors; 
often represented by experienced entrepreneurs or business people, ”have become 
increasingly recognized as an important source of equity capital at the seed and 
early stage of company formation” (OECD, 2011). Angel investors are individuals 
who invest their own personal capital into young ventures, Huang and Pearce 
(2015) suggests that such individuals usually take on a less formal approach to 
investing, an idea supported by Granz et al., (2020). Also, Angel investors tend to 
support a much wider range of innovation than for example Venture capital firms, 
since they are traditionally locally active in a wider range of sectors than venture 
capitalists (OECD, 2011; Freear et al., 2002). Thus, they have been seen as an im-
portant cogwheel in fostering regional economic growth (Stam et al., 2009; Heir-
man & Clarysse 2004; Roberts 1991).  

Again by turning to Figure 4, one can see how angels by their early focus are 
seemingly bridging a gap between friends and family money and venture capital, 
which is often difficult to attract at such early stages (Cassar, 2004). The angel 
investment sector is growing, and the sector has also elevated its own impact and 
relevance by forming networks of angel-investor groups (Kerr et al., 2014; 
OECD, 2011), which by the means of Drover et al., (2017) is turning into a global 
trend. In Sweden for example; a big angel investor group; ”Connect Sweden” is 
working to sufficiently partner entrepreneurs with its ”pool” of partners (angel 
investors). From the entrepreneurial perspective, angel investors are often appre-
ciated for providing ”smart money” (Ester, 2018), thereby helping start-ups to 
take their business to the next level. Providing support not only from a capital per-
spective is also a communicated approach from Connect-Sweden’s website (“För 
dig som Entreprenör,” 2021). Drover, Woods and Zacharakis (2017) argues that 
attaining investment from a reputable angel group may subsequently result in 
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more favorable evaluations, for example when looking for venture capital in later 
stages.  

4.3 VENTURE CAPITAL 
Venture capital (VC) tends to be the most widely recognized form of equity finan-
cing, as an industry characterized by a constant balancing act between potential 
high returns and extraordinary risks (Gompers & Lerner, 2000). Despite its well-
known character, however, the VC principle is actually quite different from priva-
te equity. VCs typically raise capital from a set of limited partners and seek to 
provide a return to these investors through selective investments into a portfolio 
of young, innovative companies (Drover et al., 2017). Ramsinghani (2014) says 
that a common requirement for annual returns on a VC fund is at least 20%. To 
deliver in accordance with such requirements, great precision, knowledge, and 
strong abilities to strategically help, lead and develop companies are required 
(Batterson & Freeman, 2017). But as we have come to understand, also proficient 
intuition (Ester, 2018). Needless to say; VC’s aim for high returns on their money, 
an ordinary idea is that one big winner compensates for many losses (Ester, 2018)
(considering the start-up failure statistics)(E.g; Blank, 2013; Markham, 2002).  

We can now better grasp what we could see on preceding pages regarding 
VC; in that VC capital is not present in R&D (E.g; Auerswald and Branscomb, 
2003). Bhattacharyya (1989, p.M-159) said; ”only at innovation and post innova-
tion stage where commercialization prospects have been objectively established 
investments is to be made for VC”. Ester (2018) for example, documented that in 
silicon valley; VC-investors know that a majority of their placements are likely to 
fail, hence the ”the best” opportunities are primarily judged on two criteria; scala-
bility and growth potential. That is why VC’s are more interested in later-stage 
funding when start-ups have matured and are able to show market traction 
(Macmillan et al., 1985).  

Consequently, whether or not the VC industry has an ”innovation impact” se-
ems to be a somewhat controversial topic. Hall and Lerner (2010) argues that a 
VC industry is a limited solution to the problem of financing innovation for three 
important reasons, (i); there is a tendency to focus on only a few sectors at once, 
(ii); the industry requires a lucrative market for small and new stocks to allow for 
exit strategies, (iii) the minimum size for investments is too large for start-ups in 
some fields. In addition; Drover et al., (2017, p.1821) argues; ”there is often a fo-
cus on realizing timely exits” because VC’s need to provide returns to their part-
ners”. Contrastingly; Savaneviciene et al., (2015, p.1052) propose VC’s as ”a ca-
talyst for Start-ups to overcome the VOD”, although the studied cases can be 
questioned whether they are of a deep tech (or even innovative) nature. A com-
mon argument however, is that VC’s also contributes substantial support that goes 
beyond just the financial means, i.e smart money (E.g; Gompers et al 2020; 
Macmillan et al., 1989). Back in the ’80s; Timmons & Bygrave (1986) claimed 
that backing a venture was probably more about managing and providing valuable 
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input to the entrepreneurs than about providing financial capital, which is general-
ly more of the approach coupled to PE principles. Yet today e.g Bergman & moire 
(2019) declares that start-ups can advantageously make use of the industry know-
ledge, skills, and network that a VC company possesses. (Hellmann & Puri, 2002) 
empirically declares the positive effect that VC’s have on a variety of firms ”pro-
fessionalization” process. They also conclude that VC-backed firms are more li-
kely to faster replace a founder with an outside CEO, but overall associates with 
significant reduction times regarding taking a product to market.  

Kaplan & Strömberg (2003) shows how some VC companies are likely to 
”take control” over a portfolio company that performs poorly in order to get it 
back on track, whilst relinquishing control on behalf of good performance. Also, 
when VCs get involved with a company, there is a certification effect lessening 
the costs of going public (Megginson & Weiss, 1991). (Nahata, 2008) shows the 
same, and further adds that this credibility effect also leads the VC-backed firm to 
perform better regarding the IPO (higher valuation). 

Finally, it should be kept in mind in order to make money on their invest-
ments, venture capitalists must sell their equity stakes, and the most profitable exit 
opportunity is usually an IPO (Megginson & Weiss (1991). Subsequently, this is 
ultimately a ”goal” for VC firms (Drover et al., 2017). Gompers (1996) showed 
how new VC firms tend to bring their investee firms public earlier than more 
established VC’s, as it is an important piece for them when it comes to building  
reputation and abilities to successfully raise new capital. 

4.4 CORPORATE VENTURE CAPITAL 
Corporate venture capital (CVC), is similar to VC in the way such actors often 
pursue similar investment activities, i.e by investing in early private start-up ven-
tures and/or growth firms. CVC can be defined as minority equity investment ope-
rated by a corporation in an entrepreneurial venture, usually active in technologi-
cal innovation (Dushnitsky, 2012). In other words; ”a special form of venture ca-
pital in which non-financial firms invest in target companies such as start-
ups” (Rossi et al., 2019, p.1158). CVC is therefore distinct from VC in that funds 
are instead invested by corporations as extensions of their primary focus. A signi-
ficant difference is thus related to the capital structure as corporate investors are 
not funded by external partners. Consequently, time-horizons of investments are 
often not equally as strict and/or predetermined as there are no funding life-cycles 
to consider (Norris, 2019).  (Drover et al., 2017, p.1822) studied cases in which; 
”corporate investors have had a significant impact on investee companies by pro-
viding capital, complementary assets, shared industry knowledge, and access to 
customers as well as in shaping innovation strategies for their own firms”. 

Maula et al., (2005), thus called VC-investors ”enterprise nurturing”; when 
describing the way they can advise, direct, and help start-ups with their entrepre-
neurial expertise, experience, etc… Whilst calling CVC-investors ”commerce 
building”; describing their ”ability to forge revenue-generating opportunities from 
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its contractual relationships with both customers and suppliers” (p.7). They further 
conclude that CVC-investors are comparatively more effective than VCs in at-
tracting foreign customers and providing advice on the technologies employed by 
the portfolio firms. Although Huang and Madhavan (2020) showed that the actual 
performance impact of CVC, varies greatly between cases, and Park and Bae 
(2017) declared that CVC funding does not necessarily have any effect on a inve-
stee firms innovative performance. 

 4.5 EQUITY CROWDFUNDING 
By Sauermann et al., (2018, p.1), Crowdfunding was described as; ”an open call 
for money from the general public”, further declaring that it has become a major 
source of financial support when it comes to various entrepreneurial, artistic, and 
social projects (Agrawal et al., 2014; Fleming and Sorenson, 2016). By some, it is 
suggested as an alternative financial market (Ahonen & Mathisen, 2016), defined 
as ”the practice of getting a large number of people to each give small amounts of 
money in order to provide the finance for a project, typically using the 
internet" (crowdfunding, 2021). This definition uses the term ”project”, and In-
gram and Teigland (2013) declares that entrepreneurs are often under the impres-
sion that crowdfunding is mostly about raising funding for a project, and conse-
quently, believe that only small amounts can be raised through crowdfunding in 
relation to more traditional financing alternatives. The authors further conclude 
that this perception can be seen as correct, given the fact that the biggest project 
funded by one of the largest crowdfunding-platforms in Sweden by 2013; raised 
120 000 SEK. However, this number seems to have been increasing significantly 
since, as the record-project in amounts is now about SEK 3.8 million (Funded-
ByMe, 2020). However, likewise to Teigland (2013); Silver et al., (2016, p.227) 
argued that crowdfunding ”in comparison with small business financing in general 
are of a marginal influence.”  

Arguments coming from some of the Swedish crowdfunding platforms them-
selves, however, is that crowdfunding could help entrepreneurs to determine if 
there is actually a market for their business idea, and help raise awareness of the 
brand (Ingram & Teigland, 2013). This is also a point that is discussed by Silver et 
al., (2016, p.227) stating that; ”crowdfunding is an extraordinary way for firms to 
try new ideas without committing financial resources”. Additionally, Brown et al., 
(2017) states that crowdfunding campaigns can be used as marketing tools, even 
by established firms. The authors however highlights two important considerable 
constraints for firms wanting to use such strategies. First, the product must prefe-
rably be targeting an individual customer (that are willing to pre-pay for it), Se-
condly, it is therefore quite important that the firm have a fully developed product 
available. Another dimension that must be taken into account, are the rationales 
and motives amongst the many individuals to actually invest in a crowdfunding 
project. Whilst some invest to actually support a new venture, many do so merely 
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in exchange for a reward . Hence, the effort required from a firm to raise signifi5 -
cant capital from many individuals, should not be underestimated (Gerber & Hui, 
2013). Although some ”limitations” of crowdfunding have now been mentioned,  
let us end with a note from Vulkan et al., (2016, p.37), who back then argued; 
”equity crowd- funding will likely pose great challenges to VC and business angel 
financiers in the near future” 

 It is fairly common that firms seeking capital through crowdfunding platforms, offers some kind of ”reward” as a ”thanks”  5

to investors. The substance of this ”reward” varies a lot, but it often revolves around discounts, preferences to buy products, 
small gifts and such. 
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5 - EMPIRICAL RESULTS 

5.1 FACTORS OF INVESTMENTS DECISIONS 

When it comes to the factors of investment decisions, let us begin by addressing a 
question that brought up some similar thoughts amongst the respondents. (Subject 
2 interview guide); is about general views on start-ups and success factors, what 
determines valuation, investment decisions, etc... Simply put, what investors ge-
nerally want to see when scrutinizing a firm and potential investment. Responses, 
to this query are seen as potentially important concerning the factors that drives 
investment decisions. In response to this query, some very common topics have 
been identified amongst the respondents.  

5.1.1  WHAT DRIVES DECISIONS?  
One of the most common theme shared amongst a majority of the different di-
scussion is indeed the importance of the founding/firms team.  

THE TEAM 
A concise sentence by respondent H, in all its brevity, gives a vivid deception that 
pretty much pinpoints what most of the respondents are more or less talking about 
in response to this query.  

”We invest in execution, not innovation”  

There seems to be a consensus that a start-up’s team is often more relevant for the 
success of an innovation than the innovation itself. This will become more clear in 
a moment, but what is important to begin with, is the consensus regarding that it is 
literally a ”team” that is necessary, not a single entrepreneur. The first reason be-
ing that the personal risk simply becomes too high if there is only one individual 
behind a firm and innovation. Respondent A says;  

A reason we want to invest in teams and not a lone innovator or founder, is that a team redu-
ces risk. If someone should leave or want to do something else, it doesn’t mean the end. If 
there is only one person it is literally only one person. Also, it is not our role to support indi-
viduals, but we will support Sweden’s future companies. 

In addition, Respondent C; have some percussive statements, regarding the fact 
that some people tend to think that they should, and are moreover able to do eve-
rything  themselves.  

[Talking about leadership]; Many entrepreneurs are indeed driven, but so they also believe 
that they can do everything. Important is the amount of energy in the entrepreneur, but also 
the maturity of the entrepreneur. As the organization is growing, all of a sudden various other 
types of skills are needed, and that is a recurring problem. 
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Similarly respondent F; 

Some entrepreneurs tend to think that; this is my own ”baby" that only I should raise and con-
trol myself, and it will not work if you want it to be something that can be scaled up or made 
into something bigger. 

Some respondents who are active in very early (even at university research level) 
stages, are often quite close to the researchers/founders and thus are also at times 
familiar with their respective technology(ies) in development. Since they are close 
to the researchers very early on the journey, they have some valuable inputs from 
their own operations when it comes to the founding teams. In connection to the 
previous arguments and quotes, respondent B for example, says;  

The most important thing is probably the individuals, the team. It must be people that you 
trust and believe in, and feel comfortable about their capabilities. It is very rare to have a 
complete team from the beginning, you need to supplement with different skills along the 
way. Therefore it is important that they (the founders) agree on, or are open towards the idea 
of picking up and including other individuals in the business.  

Respondent B further argues that this is an important prerequisite for their organi-
zation to support a company in the beginning, that is; that the founders understand 
and agree to the necessity of opening up to include other individuals with different 
expertise along the way. Hence, respondent B also describes how they usually 
would have an initial discussion with the researcher(s) who wants to found a 
company, just to make sure they comprehend, and agree with this perception.  

Respondent E, working for a similar organization, has similar arguments and 
further explains how their organization would assess the founding team at the start 
by determining how ”coachable” they are, and their overall willingness to coope-
rate. Respondent E also says that if individuals/team founding a company are re-
searchers, they would sometimes show reluctance towards working more with ac-
tivities related to running a company rather than the research/technology itself. In 
other words; that they are more interested in continuing to work with a focus on 
the development of the technology, rather than switching to business-oriented ac-
tivities and a focus on running a company. In such cases, their cooperativeness is 
of utmost relevance, as respondent E's organization would take on the task of 
recruiting and supplementing with this competence, such that can take up more of 
the ”running a company” part of the business. 

Both Respondent E and Respondent B work with researchers and companies 
arising from the university. Thus their involvement in such companies is therefore 
very early, much earlier than any of the other actors interviewed (often in seed or 
even pre-seed stages). And the views that they have, about their and their re-
spective organization's role in the start-up climate is very similar. First of all, both 
say that a lot of the companies they deal with, and in their respective portfolios 
are inherently deep-tech (coming from university research). Further, they both ar-
gue that financing is only one part of the support that they provide when it comes 
to new ventures, a large and important part is also the help with business deve-
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lopment as well as expert second opinions. And an important part of this business 
development work is finding and recruiting complementary competence for key-
roles such as for example CEO’s, i.e building diverse and complete teams, Re-
spondent E: 

Our role is to enter early; quality assure; invest a small amount; help with early loans, grants 
etc…; test to see if it works. Then we have a network to which we can reach out and say; now 
we have developed this great early idea, if we insert another small amount in a new round, 
would you also be interested in co-investing? 

Respondent B: 

We support researchers and students who want to commercialize or utilize their research re-
sults. We advise on whether there is any business potential in their results, what the market 
looks like, who are the potential customers, what steps must be taken in order to create a bu-
siness and company. Typically it’s market research, patents, intellectual property rights, we 
can also help with prototypes, some may need to make a small prototype or pilot plant outside 
the lab. 

Other interviewees and their respective organizations who are more active in the 
later stages, also express the need for such roles as mentioned in the above state-
ments. Respondent D tells me how they as a ”later-stage” investor supposed to 
come in when the company has probably already been active for a while; needs 
the earlier actors to meet them halfway by proficiently putting together a company 
and setting the right direction from the beginning, with a capable and diverse team 
that can actually make use of their idea and continue to build the company in the 
best ways. Respondent D: 

Somewhere, the universities and entrepreneurs still have to meet us. They have to make sure 
that they are setting the right direction. Or that the company is built in the right way from the 
beginning, and has a team that is diversified in knowledge. Not just scientists or just busines-
smen, but a diverse mix that can see all perspectives and build the company in the best way.  

It can be declared from the conducted discussions, is that there are also many si-
milar views on what actually constitutes/characterizes a good team. Even if it may 
seem banal to describe, the team needs to complement each other in terms of 
required and diverse expertise. Both considering the technical skill required, i.e 
knowledge about the technology and product. But also when it comes to business 
expertise and the actual ”go to market” know-how. Many respondents explain si-
milarly how they would often evaluate the firm based on the team and more par-
ticularly how well the team corresponds to their own ambitions. Especially when 
talking about more advanced/high technology firms such as deep tech firms. Is the  
team, or the ones actually able to make something out of this technology and mo-
reover able to bring it to a market? When respondent H said that they invest in 
execution, the concerned did not mean that the innovation per se is unimportant, 
but rather that it won’t commercialize and make a business out of itself. Respon-
dent I talked about how there are so many good technologies and ideas getting 
stuck in the VoD or simply failing, simply because the management are lacking 
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know-how or enough drive to ”pull it through”. Similarly, Respondent D particu-
larly said:   

Just because something is technologically ”good”, it doesn’t mean that it will make a good 
business. And so it is not the best technology that will be the most accepted technology either, 
because it is still about who actually position it [the technology] the best and who generally 
have a better proposition of value.  

Another argument coming from e.g Respondent D is that the team must have do-
main knowledge within the scientific field, but that they must also possess indust-
rial experience enough so that they know how to position themselves (the busi-
ness/firm) as well as the technology. Respondent E similarly stresses the impor-
tance of such key individuals with solid experience and background in the indust-
rial field of operatons, especially when it comes to deep tech and early phases. 
Respondent E:  

Since deep tech often means that it takes a long time and costs a lot of money. It is even more 
crucial to very early on; tie individuals with key-expertise to the project. For instance in the 
board, advisory board, maybe consultants etc… It should be people that have been working 
for a significant amount of time in the industry. Let’s say you are developing a new technolo-
gy in the energy sector for example; then you would maybe want someone that has been wor-
king as a development manager for a large organization in this industry; has been in this indu-
stry for a long time.  

Respondent E further argues; since the process is long and costly, such people can 
also help to significantly reduce the time of development and reduce costs in the 
way they can anticipate and avoid making mistakes. And that a deep tech firm 
particularly must try to make as few mistakes as possible, for mistakes are costly. 
On discussions about the team, Respondent H once again provides a descriptive 
conclusion:  

”You have to understand the them [the team], who are these guys? What have they done in 
the past? do you believe them? And eventually (and the earlier it is the bigger the room for) 
comes a leap of faith, in a decision, do you believe them.” 

THE PRODUCT  
Many of the respondents likewise have brought up similar views about the pro-
duct itself. the common grounds revolve a lot around what is seen as important 
and are commonly looked after, and it really boils down to the banal; uniqueness 
of the technology, that there actually exists a market for the technology, how big it 
is, product scalability, etc… Keywords usually appearing on this topic is often 
about clarity or concreteness. Some examples; 

we need to see a concrete and solid value for customers. - Respondent C 

there should be a clear target group that really needs the innovation and are willing to pay for 
it. - Respondent A  
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A concrete market should be clear, preferably with good growth opportunities.- Respondent B  

we need to make sure that the technology is good, relevant, and worth something for someo-
ne. - Respondent D  

But an interesting takeaway, is that some respondents seem to experience that the-
se banalities are relatively often not throughly thought of amongst technology 
owners. Respondent E mentions that oftentimes the owners of technology think 
and argues as if their technology is especially unique, but with a simple patent se-
arch; one can quickly see that there are many similar solutions already patented. 
In relation, it has been explicitly discussed whether the companies have really 
thought through if there is actually a need for their technology. Respondent H;  

Often I hear deep tech guys saying that they have a better mousetrap. Well sometimes Iv’e 
seen this better mousetrap 7 times in the last two weeks.  

And Respondent C;  

A classic is that some companies are surprised that no one wants to buy their new technology 
that they have produced, they are like; its finished, why don’t customers come and buy? 

A happy and proficient engineer has developed something, say a new product. But this 
person does not realize how much work it's going to take to bring this thing to a market. 

Conclusively a similar view is that just because something with a technical value 
has been developed it does not imply that it has a commercial value, and what is 
interesting for many of the respondents is ultimately the commercial value. Simi-
larly, Respondent H argues that there is no point in developing a technology of 
which solves a problem that does not need to be solved;  

First I want to understand what’s the problem that they are solving, what is the need? That's 
where it all starts. But when I know the problem, is it worth solving? is it a big problem? is it 
so big that somebody will pay for it to be solved? We are not looking for research we are loo-
king for a business.  

Likewise to Respondent H, Respondent J mentions the importance of not only 
solving a problem is being sold, but also how someone actually wants the problem 
to be solved, . 

5.1.2 INVESTMENT DECISIONS & DEEP TECH  
On the subject of investment decisions, the respondents have been asked to 

elaborate and relate more the particularity to deep tech (Subject 2 q2). As some of 
the respondents, however, already has deep tech as their primary strategy this di-
scussion has sometimes been embedded in the previous discussion. In short; some 
respondents were already starting from a deep tech perspective. But what makes 
deep tech investments different for them, and how do the characteristics of in-
vestment decisions change? 
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This is where the interviews have started to slightly pull away in differing 
directions, yet there are still many similar views. First, a common thought to be 
expressed is more generally revolving around firms based on heavy research and 
the expected distance to reach a market. More specifically, that this distance is 
often significantly longer than for the usual firm, and moreover that this distance 
creates severe uncertainty. Respondent J for example, argues that in some indu-
stries, simply validating a product for a market may imply several years of deve-
lopment (with an example from the food-industry). On the same trail, an argument 
is that the further ahead you are in terms of ”being innovative”, the greater the 
market distance and thus uncertainty. sometimes an uncertainty as to whether a 
market even exists.  

Many respondents once again stress the importance of the team, and that the 
assessment will generally become broader. Respondent G says that one must put 
more emphasis on the question of the team at hand, if they are actually the ones 
who will deliver within the inferred timeframe they. Likewise respondent H;  

Early investments in those companies are almost like a bet, do you think these are the guys 
who can actually pull through?  

But in response to this query, some new themes arose from shared and reoccurring 
points of discussion.  

EXTRAORDINARY POTENTIAL 
The high uncertainty must be justified, and therefore the potential must stand in 
relation, i.e ”higher than normal”. Above it was stated how respondent H for in-
stance, compared early deep tech investments to betting, which suggests that a lot 
of potential is required to ”weigh this out”. Respondent F argues;  

Your technology really needs to be the best, not the 3rd best or so. It's not enough to come 
and say that; we are as good as ”them” etc… it has to be incredibly much better. justify the 
uncertainty and why it would be interesting to take the abnormal risk. 

Similar thoughts are brought up by respondent H; 

Incremental improvement usually doesn’t pay off because the incumbents in a market are also 
developing this way. So you need to have a real effect. Is this maybe 10 times better? 50 ti-
mes better? Half the prize? Half the size?. etc… It doesn’t make sense to build such a product 
[deep tech product] unless you are many times better, or have like half the price… 

INDUSTRY KNOWLEDGE  
Many of the respondents have brought up industry knowledge as an essential part 
of successful deep tech investments, and then they mainly refer to their own busi-
ness. For example, it is argued that there is so little that can be generalized about 
deep tech compared to ”ordinary” investments that such investments require a dif-
ferent approach or strategy. Thus, by and large, a very solid and broad competence 
in the particular industry one is looking to invest in becomes of major importance 
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for the investor. On the one hand, knowledge is needed in order to understand the 
companies and their complex technology, but also regarding the abilities to reflect 
upon potentials and market prospects. Hence knowledge that comes from solid 
experience and/or industry-specific expertise is arguably advantageous when as-
sessing deep tech firms, some respondents also opine that it is a decisive factor as 
to whether such types of investments are feasible at all. This creates a problem, 
however, as such a great deal of knowledge can be difficult and take significant 
time to acquire. It can be very difficult for an investor to acquire sufficient know-
ledge, especially when considering that they are often required to operate with 
many or at least within a certain range of different sectors and industries. A telling 
example from respondent D;  

It’s a challenge in itself that we cannot have all these competencies in-house, and so it be-
comes even more important to work with our networks. It is a key part of my profession to 
simply build this network. We need to have good advisors so that I can pick up the phone to 
inquire; what is important, or what is currently happening in say the semiconductor industry.  

If we are looking at a specific company we can discuss their technology with experts, and 
it can be anything from research to heavy industrial companies. We want to find if it's impor-
tant for their industry, how they are unique, etc… Simply, networks become more important 
when you’re dealing with something that simply cannot be generalized in a pitch for example.   

With respect to the above discussion, an insight is henceforth that investors in 
some way must have access to sufficient knowledge to be able to make assess-
ments in deep tech, where an external network accordingly can play a significant 
role.  

But other approaches have also been mentioned. Respondent I similarly 
describes the need to make use of industry-specific knowledge in order to pursue 
deep tech investments, and therefore their organization would have a sole focus 
on one industry where they themselves have strong confidence about their own 
experience and knowledge. But nevertheless, it is also pointed out that despite 
their experience they would sometimes still reach out to their external network for 
advice. Even consultants are mentioned as an alternative. A similar approach is 
held by respondent H who has very similar arguments, saying that sufficient do-
main expertise; is the only way an investing organization can be successful in 
deep tech, whilst also stating that an appropriate external network is still highly 
valuable. A telling expression from Respondent J about deep tech investments;  

When it comes to these kinds of heavy innovations, I really believe in those (investors) that 
are industry-specific, whatever industry it may be. Whilst those firms that are less ”heavy” 
innovation-wise may find it easier to attract the ”general" individual investor or angel inves-
tor, who may feel like this is more close to the market as well as something I understand bet-
ter. So we need different types of investors.  

LONG TERMISM 
It is not just the complexity/knowledge part that calls for different strategies for 
deep tech investments. Some respondents argue the deep tech investor must also 
understand the inherent cumbersome circumstances causing for example extra 
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costly, and long processes. Reaching out to early investors with ”ordinary” timely 
exit strategies may not be relevant. Respondent E: 

Since we have quite a lot of deep tech in our portfolio, we attract a lot of contacts who like 
these types of businesses and understand that it takes a long time. If you go to an investor that 
may have loads of capital to invest but at the same time wants ten-times the money back in 
like 5 years. It’s just impossible, in 5 years these companies may have a prototype.  

And Respondent D:  

We are not a closed-end fund, thus our advantage is that we do not have to reinvest or sell 
holdings within a certain period of time. We can continue to keep ownership and the best in-
vestments that fall under the category of deep tech have been up to 12,13,14 years. This is a 
bit problematic particularly for venture capital, where you often have a fund with a lifespan of 
10 years or so. There are ways to get around it, we do because we are a so-called Evergreen 
fund.  

Closed end VC-funds with certain lifespans is not that compatible with deep tech, 
simply because of the inherent lengthy and uncertain processes. When looking for 
capital, investors ”in charge” of their own balance sheet is thus preferable, as they 
are allowed to be more ”case-specific” or flexible regarding their exit strategies 
and overall time horizons. The advantage of open ended structures such as ever-
green  funding is brought up in connection to this discussion, as a way of ”avoi6 -
ding” e.g termination dates or maturity times, whereupon one could see investors 
”backed” with such structures as more deep tech compatible.  

DETERMINING REQUIRED AMOUNTS 
In some of the interviews, there have also been shared concerns tied to the ques-
tion of capital needs and more specifically regarding the amounts of capital nee-
ded. There is a consensus around the notion that more capital is often needed in 
deep tech, but on that basis, several problems that come with this circumstance are 
also described. To a major extent, it revolves around difficulties in assessing how 
much capital the new venture needs. Respondent C argues that the companies 
themselves may find it hard to assess this, and thus underestimate their financing 
needs. Respondent J has similar thoughts, mentioning that most firms tend to un-
derestimate both the amount of capital, and time they need to develop reach a 
market. On the same note, Respondent C:  

Use the right scale from the beginning; this is how much we will need if it is to work. Other-
wise, you can just skip it. Instead, there are those who go too small, you take in enough to 
survive like a year or something and build a too small organization that cannot really prove its 
worth, yet burning the cash without any results. Are you then going to go apply for capital 
again? 

 Taking its name from the evergreen tree, the term (very short) refers to a funding arrangement with no end-date. Thus ever6 -
green fund can recycle capital instead of e.g distributing it to investors, whilst there is also an ability to raise more capital. 
Consequently such funds have more flexibility, and they can focus on long-term capital appreciation for investors.
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Respondent D has similar arguments and adds that a company's ability to un-
derstand its own capital needs can give indications about the proficiency of mana-
gement and their abilities to appropriately estimate the future journey for the 
company. There are also some similar views here about how long the invested ca-
pital is to last. Respondent D:  

There is no point in investing in a company where this capital only will last for like a year. 
Because in a year you are just barely going to have left ”capital-raising mode” and started 
”meeting the milestones mode” before you would have to go out there again to show progress 
for raising new capital, hopefully at a higher valuation.  

Respondent D wants to see that the amount of capital wanted from a financing 
round is intended to last at least 18-24 months. Respondent H has similar argu-
ments:  

You don’t give money to keep them for 5 years, rather it is for 18-24 months. Then you know 
more, and you can give more, and more, etc… So this is how the model works in principle, 
you only need to decide; is this an investment for 18 months  

In addition, respondent J wants to remind about the importance of starting well in 
advance when applying for capital;  

When you go out looking for capital, do so well in advance. Don’t conduct research for 2 
years, burn all your cash and then come and ask for more because you’re going to run out 
next month. No one is going to invest like that, that’s not when you’re attractive. Make sure 
to have an early dialogue. 

I think investors would appreciate to get to know about an idea in advance like; ok I know  
its quite early, but in about 6 months, we are probably going to go out and look for financing 
so I thought you to might be interested in this etc…  

Other respondents that operate at very early stages, also shares some thoughts 
about capital needs. An opinion is that; because capital needs are often higher and 
more difficult to estimate in deep tech, there may not be equally as much room for 
mistakes and errors. Mistakes would make the process even more costly and time-
consuming.  

Whilst underestimating the capital needs is a problem, the same difficulty se-
emingly goes the other way around. Respondent F for example, argues that start-
ups also tend to overestimate their value. And Respondent E additionally talks 
about the owner structure and the problem with raising too much external capital;  

You can’t just go out there and rubble loads of capital at the beginning because suddenly the 
founders won’t own enough of their idea, so after just a few rounds there’s no incentive… it’s 
a balancing act.  

You cannot set a very high value in the beginning. Because say if it fails or something, 
your prototype didn’t work, which happens quite often. Then you cannot just go ahead and 
lower your valuation and proceed to ask someone else to invest at this lower valuation. So If 
you’re setting a high value early on, you will likely put yourself in a difficult negotiable situa-
tion later if things don’t go as planned.  
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Maintaining good corporate hygiene is important, and a large part of this is the 
founders/idea-owners share. That idea-owners or founders needs to feel that they 
still own their idea, and are thereby kept incentivized to work for it is seen as cru-
cial. Accordingly, one must remain cautious about dilution, although there are 
workarounds for dilution problems. What is advised is to really scrutinize the 
market for alternative fundings, like different grants, conditional loans, and other 
types of local/regional alternate solutions. Respondent E argues for not rushing to 
start a company when developing a technology, but rather to remain in research 
for as long as possible and make use of the different funding resources available 
for research. However, this is also a balancing act, as Respondent A argues that 
using such ”soft-means” of funding to get very far in a process can lead to a com-
pany value that is too high for them to be able to invest.  

If it is a deep tech company that has been financed with its own funds or other soft funds, i.e 
grants, loans, and such to get quite far in the development of something really complicated, 
and it has taken a very long time. Now the result may be very strong patents and very strong 
evidence. So even though there’s no income, the value may have risen quite a lot in the com-
pany, and then it could sometimes still be too late for us to invest.  

The quote above, also indicates that there may be other ways to see value other 
than for example traction or sales. And this precisely leads us into our next topic 
of interest; namely how we can assess the value of start-ups and/or new ventures 
that are lacking the traction parameters that are commonly looked after in terms of 
value.  

5.1.3 ALTERNATE VALUES  & THE VALLEY OF DEATH  
On this topic, the interviewees have been asked about how they find value in 
companies that are not necessarily facing the VoD, but struggle with financing and 
protracted early processes accompanied by difficulties in demonstrating concrete 
traction and/or concrete products of value. It is worth mentioning that every single 
one of the respondents has been well acquainted with this expression that is ”The 
Valley of Death”, and has also often brought up this subject/expression as a dif-
ficulty themselves. 

In response to this topic, many of the respondents once again stress the impor-
tance and value of having a good team, and if one can trust the team to develop 
the actual product and potential that the respective team and company is pursuing. 
Many also talk about IP and patents that could be valuable. Respondent B adds an 
important point to this discussion by arguing that data (which is an increasingly 
hot topic of today) could start to become more of a value, i.e by showing how you 
possess or can access unique and/or large datasets.  

But another theme has also emerged in discussions around this query; namely 
the distance to market. 
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MARKET PROXIMITY 
Many of the investors interviewed want to see how close the research and deve-
lopment of a new idea/technology/innovation/prototype or whatever stage it may 
be, has been to a market. Often mentioned is the s.c ”proof of concept” i.e the va-
lue of being able to show that an idea actually works, preferably in real-life scena-
rios. Respondent A:  

What we look at a lot, even if  there are no revenues; have they really worked close to the 
market and verified this externally. 

On this topic Respondent C says;  

A classic is that some companies are surprised that no one wants to buy the new technology 
that they have produced, they are like; its finished, why don’t customers come and buy?  

A happy and proficient engineer has developed something, say a new product. But this 
person does not realize how much work it's going to take to bring this thing to a market. 

One could say that the more a certain technology has been tested and validated, 
the more value it has from a market/business perspective. The same goes for real-
life examples of real-life results; how has the new tested technology helped the 
customer, and how much? The point that respondent C was making in the quota-
tion above, is that a lab environment is often very different from reality. Reality is 
what many of the respondents want to see, as it gives a better perception of the 
potential. Respondent D says that their organization always wants to see customer 
interactions if they cannot be 100% sure that the technology is actually necessary. 
Correspondingly respondent E that are active in very early processes argues:  

It is so crucial that you have actually been out in reality, you cannot develop something in 
your own chamber. You need to be out there and test it, try it, test it, try it. You must must 
must; go out, in reality, to test and try from very early on 

Many of the Respondents describes how this is even more important in the deep 
tech sectors since often the technology is more groundbreaking, rare, etc… and 
must be more perfectly working when it's introduced to the market. Also, such 
deep tech products are often meant to ”last” for much longer, and thus require-
ments in terms of quality and durability are often higher. Partnerships are high-
lighted as a relevant way to access a real-life environment early and maybe allow 
for factory visits, test projects, and such. In short, it is valuable to prove a verified 
problem and also prove a verified solution. Respondent D argues;  

We are OK with companies not being able to show any customers, or that the product deve-
lopment has not yet really come all the way. But whilst having very strong evidence justifying 
how the roadmap has been followed; now we are at this point; this is where we need to go etc, 
what we need to see is that a company in this phase can show maybe via some kind of part-
nership or dialogues with the industry that; this is actually important for some actors out the-
re. It is no longer just a theoretical problem or a general set of industry requirements. We 
know this is actually important, black on white. Because we have been working with these 
particular partners in our attempts to develop our minimum valuable product; that they are 
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waiting for this product etc… If they can give us these types of concrete examples that the 
company and their technology are relevant, it is still interesting for us.. 

Respondent C argues that some of these types of evidence or demonstrations can 
be real game-changers for a company looking for financing. Particularly power-
ful, is when companies can show proof of customer connections; how the compa-
ny may have one or more customers already waiting for their product. This could 
flip the situation entirely. Respondent C:  

If you can show that; well I have these customers waiting for our product, because my solu-
tion is so much better or whatever. Then it is a lot easier to receive financing and also higher 
valuations. Imagine if you say well this customer wants this and that much and show you 
have the tools to deliver, you can change the discussion from - why should I invest?, to; - may 
I join in?  

Respondent C exemplifies this with a success story; a deep tech start-up that even 
before launching financing rounds would go out and to the market and sign deals 
with end-use customers, thereby gathering a small customer base that was already 
waiting for a product. By knowing the uniqueness of their technology and busi-
ness they could initially develop a small-scale infrastructure and ”starve” custo-
mers. Being able to show how customers want so much more of their product, fi-
nancing aimed at scaling up and expanding their infrastructure has not been an 
issue. On this topic, respondent J adds an important notion, price, whilst not only 
talking about a proof of concept but also a s.c "proof of market”. 

Show that someone is actually willing to buy your product, but also to a price that you actual-
ly need to sell it for. Sometimes the firms miss this aspect and develop something that is like 
the best technology in the world, but it becomes so expensive that no one is going to buy it 
anyways.  

Sometimes I think companies miss to really do a solid market research, you ask some pe-
ople you know if its a good idea, and when they say yes, you are satisfied. No, you have to go 
to key suppliers and real customers; are you willing to deliver this to us? etc…  

Respondent J says that it should be possible to work with letters of intent, for ex-
ample showing how one has initiated collaboration, although there may not be 
actual sale-deals. To conclude this theme; real-life connections with market stake-
holders can show investors that your technology is relevant, and that there is in 
fact a market demand. Any partnerships, external tests, customer interaction, 
etc… could be amongst the most relevant sources of alternate value, and so firms 
must also find ways to convey such business activities. Throughout interviews e.g 
agreements have been discussed, but even letters of intent have been mentioned as 
potential ways of signaling value. This conclusion leads us into our next theme, 
what to really show when approaching investors?  

5.1.4 COMMUNICATING VALUE 
A response in this sense can advantageously be based on a continuation of the di-
scussion above, because what is seen as highly interesting among the respondents 
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is quite simply the points of value outlined above. In other words, it is important 
to show how close you are to the market, eventual partnerships, conducted tests, 
customers (even though it may just be customer dialogues), customer interactions, 
etc… in addition, how the technology or product is protected, etc… Likewise to 
Respondent H’s thoughts above on how a technology must solve a problem that is 
relevant, respondent J mentions the importance of not only showing how a pro-
blem is being solved, but also how someone actually wants the problem to be sol-
ved, and are willing to pay for a solution. In relation, some more thoughts have 
been shared that could be valuable to keep in mind. 

THE EXECUTIVE STORY 
Once again the team is important, so it is important to inform about the experience 
and expertise held within the team. Many of the investors want to know that there 
is a solid thought behind the business, and plan ahead. Respondent F and G par-
ticularly stress the importance of presenting relevant distribution channels or at 
least detailed ideas/plans on how distribution should actually happen. Both men-
tioning that any technology is quite worthless if there is no way to reach custo-
mers. It is believed that executive thoughts like these can say a lot about what ty-
pes of executive skills are within the team. Respondent H for example, argues; 

Very simplified, but deep tech guys often start by explaining what they are doing, and how 
they are doing it. They are so excited about their technology and just assume that I can make 
the connections, to customer demand and how big the market is and all that… But they are 
the entrepreneurs so I also want to see how they think you know. I don’t need to understand 
all about this product so that I can reverse engineer it. A big part of it[the business] is how 
they[the firm] think, some seem to believe that just because they have a better product custo-
mers will come. No, it comes down to execution and the product is just the core, but you also 
need to execute marketing, sales, hiring, etc… This is the story that I want to hear.  

Respondent C and J similarly talks about the value of being able to precisely pre-
sent a credible upcoming journey, and the efforts spent analyzing this. Respondent 
C;  

In Sweden, people are very careful compared to the USA for example. Those who invest in 
the United States say that start-ups over there are often much better at clearly explaining the 
potential, and how they will actually reach it. They are very precise about what steps they 
need to take etc.., they have a very clear journey. People always understand that it may not be 
the straight path, but in a professional organization, you have to show that you have looked at 
this internally, that you have worked a lot to analyze this. 

Bottom line; The potential must be clear (and preferably extraordinary), but it 
must also be communicated. Further, it must be motivated, by being precise about 
how to actually reach it. Respondent F wants to see; that the thinking within a 
firm does not exhibit too many ”baby-firm” characteristics, where a ”baby-firm” 
is basically referred to as a firm that is not very self-propelled but needs help with 
much of the essentials. 
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SUSTAINABILITY 
The sustainability aspect is worth mentioning, although we may not be able to 
classify it as a particularly common theme. Some respondents, however, have ex-
pressed how it is also important for them that firms clearly demonstrate sustainab-
le and/or ethical impacts tied to their business model. Of course, a more neutral or 
even positive sustainable-impact is advantageous. At the time of conversations 
with the respondents, some were operating in organizations with certain sustaina-
bility-based business models themselves. Hence for them, the sustainable aspect is 
clearly of major importance. Some also opt-out of investments that cannot be 
classified as having a/working for a positive impact in the sustainable and/or ethi-
cal respect. Although far from everyone has particularly had a positive impact as a 
”requirement”, the sustainability aspect has often been mentioned throughout the 
various discussions, whilst some have pointed out the importance of making inve-
stors fully aware of the possible positive or negative effects of these terms. For 
example, respondent J says;  

An absolute requirement for us is that the sustainability aspect is included, I would say that in 
all conversations with investors, it also has to be included. It is an aspect that has become 
extremely clear. A new company today that doesn’t take into account the sustainability aspect; 
almost no one is willing to invest at all because such companies have no future.  

Say that you would come up with a good research-heavy idea on how to extract oil more 
efficiently, it is going to be very difficult to get someone to invest in this idea anyway.  

5.1.5 OTHER GENERAL THEMES   
The respondents have ultimately been asked to share their views on what they see 
as most important in relation to our discussions. Either when it comes to what was 
just discussed, or if there is anything important that was missed. Sometimes, ho-
wever, this part has already been a natural part of the different discussions, as they 
have drifted away in separate directions. This is not a problem, instead, it has il-
luminated a few different perspectives of interest amongst the respondents. Many 
of which have provided very valuable input. This section will account for some of 
them that can be seen as highly relevant regarding our study. 

PUBLIC EQIUTY 
First, it could be valuable to direct a little more attention towards public equity, 
which ended up a bit outside the scope of this study. But still, it is an important 
perspective. Some actors have talked about public equity in relation to financing 
start-ups in general, both in problematic and more opportunistic ways. Respon-
dent G particularly shares some views on a general problem with public equity; 
namely the difficulties that have been intensified over the years for this type of 
capital as to reaching start-ups in the private financing climate in Sweden. The 
public equity industry is so much larger than the private equity industry, and by 
the means of respondent G; the dichotomy between the two has become increa-
singly strict, from previously being virtually non-existent. The public equity 
sector is very regulated in terms of fiscal policies in comparison to private equity, 
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and consequently, actors in public markets are very limited when it comes to inve-
sting outside the public market. As a result, a majority of the total capital in circu-
lation will never be allocated to the financing of start-ups, but rather flow through 
the public markets, between the larger, well-established, and publicly listed corpo-
rations (from where radical deep tech innovations).  

The mere way for start-up firms to access public capital is more or less to 
make themselves accessible for public capital; i.e to become publicly listed. But 
the regulated exchanges are not really an option for start-ups, especially if they 
still have a lot to prove. A natural response will be to list at any of the more unre-
gulated trading venues, such as Spotlight, or First North. Respondent C says this 
way of trading venue or alternate listing is a fairly usual response for some start-
ups that have failed to attract private investors, and agrees with some skepticism 
that it could work as a contingency plan/strategy for firms getting stuck in the 
VoD, or any other a state where no private investors show any interest. Respon-
dent C; 

If you take a look at failure rates amongst companies at lists such as First North and Spotlight 
and so on… unfortunately, there are not many who’ll manage. This is simply what you go for 
when you do not get money anywhere else. But it could work anyway if money comes in and 
you manage to get over the valley of death. 

Respondent C stresses that there are indeed success stories, but in general; ”the 
better” companies often finds private investors. 

THE DEEP TECH FINANCING ECOSYSTEM UNDER DEVELOPMENT 
There is also a need to express more general views on the Swedish financing cli-
mate when it comes to deep tech. Respondent D particularly talks about how wit-
hin it; the ecosystem for deep tech is still under development, but is fairly quickly 
starting to become easier to navigate. The respondent reflects on how more capital 
is starting to be directed towards deep tech, and how this may relate to the rising 
trend of impact investing . the reconnaissance here is that; while the global chal7 -
lenges are becoming both more accepted and urgent, capital markets begin to rea-
lize the huge potential with concrete solutions primarily intended to solve such 
challenges. And consequently, deep tech is growing as a conventional investing 
strategy. Respondent D concludes; 

I would still like to say that; this assumption that it should be very difficult for deep tech 
companies to raise capital, is not as true today as it was just a few years ago. But in relation to 
like software, it is true. It's an ecosystem under construction, a few years ago there was not-
hing but now capital is starting to come in this direction. This is not necessarily because there 
are suddenly so many investors who are so damn hungry for that technological risk. But deep 
tech somewhat overlaps with impact. 

Because deep tech somehow addresses a real problem in its essence, it is not just an app 
but it could be a new type of electric vehicle, solar cells, or carbon capture. Things that can 
really help us in the right direction. So in some way, the capital markets have realized that 
there is a huge potential here, as the problems are getting more acute. So capital is starting to 

 Referring to investments with intention to generate impact beyond financial return. Societal, environmental or both. 7
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flow in this direction, and this means that it is now starting to become more accepted as an 
investment strategy. 

So as of today, I wouldn’t say that it's extremely difficult for deep tech firms to raise capi-
tal if it's a good company. But a few years ago, it was actually quite difficult.  

It is in relation to this particular subject matter that respondent D mentions how 
entrepreneurs must build companies the right from the start and thus, receive this 
help from e.g the universities that they are working with (universities often being 
the initial investors). It is argued that the proficiency amongst these early-stage 
investors (regarding giving startups this support), is an important part of 
establishing this ecosystem, and making it work. It is respondent D’s experience 
that this is an example of a piece in the ecosystem puzzle that are seemingly 
missing at times. Special Incubators targeting deep tech firms are also mentioned 
as something that could help strengthen this ecosystem. 

MISCONCEPTIONS & VENTURE CAPITAL 
Another theme that has emerged from some discussions should probably be high-
lighted regarding our overall topic. It revolves around the ”criticism” that some 
respondents have mentioned towards venture capital on an industry level. Namely 
that the venture-capital firms, often with large amounts of capital, are often not 
taking venture risk. Respondent F argues that such VC firms are often just taking 
financial risks, which means that they are often just interested in slightly larger 
companies that have a certain stability. What is also expressed is how the valley of 
death is so familiar to these actors, that it becomes a self-reinforcing phenomenon. 
Ordinary venture investors completely avoid the valley of death, since within it 
lies the venture risk. Similar arguments are coming from respondent I:  

It's exactly what’s the problem with venture capital today. It is venture capital without venture 
risk. Everyone is sitting around and doesn’t want to enter before an A-round. As a result, the 
companies that are going to become the next big thing are not going to receive capital when 
they need it the most. 

The challenge is not about finding the companies that already have started making money 
and have a proven business model, the challenge is to find a company and say; this will make 
money. That’s what’s exciting, and what allows you to get better return on your capital. 

5.2 THEME SUMMARIZATION 
Before moving on to an oncoming analysis, it may be appropriate to summarize a 
little about the results obtained. To cope with this in a not too long-winded way, 
there is a need to generalize a bit.  

To begin with; the most important points of assessment to investors are (i) the 
team and (ii), the product, where a proficient team is commonly seen as most im-
portant (without saying the product is not important). The team should be diverse 
and have a solid competence, both when it comes to technology/product and ma-
nagement. Preferably, there should also be a number of key individuals within the 
firm who possess extensive experience and a network of contacts from the indu-
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stry. The more industry experience and knowledge, the better (especially in terms 
of deep tech).  

When it comes to the product/technology it must have all the banal, a clear 
market potential, be unique, and of course; be self-owned (and preferably protec-
ted) by the firm. If it's a deep technology, it must literally be the best out there, 
and clearly so. Yet in the end; it is still not believed that the product itself will de-
termine if the firm will be successful, rather the firm who can position the product 
in the best way. Simply put, execution.  

For deep tech, there is a need to be extra cautious with development costs, and 
making mistakes along the way. The above-mentioned industry experience from 
key people within the firm becomes of utmost pertinence in this manner. Being 
exact and true to oneself about the amount of capital that is actually needed is im-
portant. Underestimations can make it difficult to generate enough value to pro-
ceed to subsequent financing rounds, and overestimation can also put the firm in a 
more vulnerable/difficult position for subsequent financing rounds. There is a ba-
lancing act between the two, whilst maintaining good corporate hygiene should be 
kept in mind. 

The closer to the market the better, the more ”real” validation the better, the 
more IP the better; in terms of value. The technology and/or product should not be 
developed completely in a lab environment, preferably, it should be an iterative 
process between the actual ”real world” where the latter should be the focus. An 
academic/theoretical product only has a research value, no commercial value. Un-
derstanding complex technologies is difficult, requires time and effort. What inve-
stors initially need to know is the solution and the need for it, not how it works. It 
is valuable to show that there is a clear plan, roadmap, and how it relates to the 
capital needs. in short; that the business has been well thought through.  

In addition to this, we have seen a number of more broad thoughts around our 
general topic. From the opportunities and problems with public equity to the rela-
tionship with impact investing and how the climate is getting more accessible. 

The table below (Table 2, next page) provides an overview of all themes that 
have been arising throughout the interviews and accordingly presented in this 
chapter. 
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Table 2: Overview of Themes

TOPIC OF QUESTION THEME / 
BROUGHT UP BY RESPONDENT COMMON PERSPECTIVES

In general about investment 
decisions

The team / 
A, B, C, D, E, F, G, H, I, J,

- Team diversity 
- Key competencies at key roles 
- The right execution 
- Industry experience

The product / 
A, B, C, D, E, F, G, H, I, J,

- Self owned technology, IP, etc 
- Not just technical value, commerci-

al value 
- Uniqueness 
- Clear market potential 

Investment decision in rela-
tion to deep tech

Extraordinary potential / 
A, B, C, D, E, F, G, H, I, J,

- Justify the uncertainty 
- Large market 
- Equally as good is not enough 

Industry knowledge / 
A, C, D, E, F, G, H, I, J,

- Expert industry knowledge within 
the firm  

- Expert industry knowledge within/
accessible to investor 

- Expert network of contacts 

Long termism/ 
D, E, F, H, J, 

- The need to understand the inhe-
rent characteristics of deep tech 

- Investor’s control of over equity 
and fund life spans 

Determining required amounts / 
A, D, E, F, G, J,

- under/overestimation of required 
capital.  

- maintaining corporate hygiene 

The value of deep tech Technology ownership, rights /  
A, B, C, D, E, F, G, H, J,

- intellectual property, patents, data,  
the teams

Market approximity / 
A, B, C, D, E, F, G, J, 

- Customer partnerships 
- ”Real life” Tests and validations 
- Market communication 
- Development in or close to a ”real 

life” environment

Communicating value Executive story / 
D, F, G, H, J,

- Historical milestones and executive 
story  

- Specificity about potential and how 
to reach it.  

Sustainability / 
F, G, J,

- Environmental impacts, and/or 
contributions

Other important points to 
discuss about the topic 

Public equity / 
C, F,

- As a ”plan B” solution for some 
firms who are unable to attain pri-
vate capital, and consequently find 
themselves stuck in the valley of 
death.  

- Problems with financial regulations 
causing accessibility problems, a 
predominant part of the total capi-
tal can never reach small busines-
ses and start-ups

The deep tech ecosystem under 
development /  
D

- In the capital markets, deep tech is 
”on the rise”, and is starting to 
become a more widely accepted 
investment strategy.  

- impact investing and its ”positive 
link” to deep tech

The ”shortcomings” of venture 
capital. / 
F, H, I

- A venture-risk free venture capital 
industry. 
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6 - ANALYSIS 

What is striking from many of the conducted interviews is how often re-
spondents have literally brought up the VoD, whilst all of them were fami-

liar with the expression, some explicitly stating it as a severe problem. The very 
fact that all participants either brought up or knew about this phenomena, should 
suggest that the initial underlying assumption concerting that this infamous valley, 
could also be permeating our Swedish climate of interest, is relevant. The expres-
sion that is the VoD, can accordingly be confirmed as considerably central to our 
study in general, and its problematization in particular. What currently appears to 
be the usual theoretical arguments around the VoD, the background to its ex-
istence, what creates its complexities, and what speaks for the possibilities of get-
ting out, has been shown in this study. But alongside this newly formed theoretical 
comprehension, we have also become acquainted with some empirical thoughts 
revolving around the difficulties with financing high-tech innovation. In other 
words, We have now also accumulated a new set of empirical material that can 
advantageously be used to question this newly formed theoretical notion. It seems 
natural to look for similarities and differences, but let us also interpret other re-
sults that does not necessarily lie within our theoretical framework. To begin the 
analysis, let us start within our most central circumstance of the study, the VoD.   

6.1 THE VALLEY OF DEATH IN SWEDEN 
As it was mentioned above; the term VoD does not seem to be particularly unfa-
miliar amongst the interviewed investors. Our findings suggest that some inve-
stors avoid it, whilst some "bite the bullet" and instead focuses on it. We can see 
how the VoD has been explicitly affirmed as a self-reinforcing phenomenon, most 
of all for the simple reason being that investors in the market know about its ex-
istence. The interpretation can be made; that the dance around the VoD itself, 
strengthens its significance as an actual problem, or something that must be ma-
neuvered. Throughout some of our interviews; the VC industry is designated as a 
common despiser of the VoD, which is an argument that can also be mirrored in a 
lot of the research found on the subject, e.g; Bhattacharyya (1989); Auerswald and 
Branscomb (2003); Kerr and Nanda (2015); Ester (2018). Hence we have seen 
that it is rather commonly questioned, whether or not the VC industry truly has an 
innovation impact. E.g Hall and Lerner (2010) explicitly argued that the VC indu-
stry in itself is a limited solution to the problem of financing innovation. One 
emanating from the empirical material of this study must agree that this is a rele-
vant query, relating to empirical results showing how respondents have particular-
ly expressed how venture capital firms are not willing to take venture risk, which 
is the very essence of the VoD. Yet, we might not have enough evidence to speak 
either for or against the innovation impact of VC firms in Sweden. One conclu-
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sion that could be drawn with respect to the purpose of our study, however, is that 
there are probably actors more suitable than the regular VC firm for a start-up 
looking to raise capital in (or close to) the VoD. But thereto, that it should absolu-
tely not be seen as impossible to do so. Because although there may be financing 
alternatives that may be less relevant in this particular stage, there are several in-
vestors willing to engage with venture risk, in particular when it comes to firms 
who can demonstrate ”the right things”. In addition, we should also remember 
some promising formulations empirically identified about the Swedish financing 
system regarding deep tech, i.e that there are investors who testify that deep tech 
as an acceptable investment strategy is generally on the rise, henceforth that the 
capital is getting increasingly accessible for the deep tech firms out there.  

So who is willing to bear the venture risk of Swedish deep tech firms? In re-
sponse, one must begin by once again stressing the importance of the governmen-
tal role, as stated by e.g Ester (2018); Howell (2014); Lerner (2013). It was de-
monstrated how Gigler et al,. (2018) held Sweden as a leading example for the 
continent, and further mapped out the different governmental efforts to cover ear-
ly-stage funding gaps of research. The empirical results includes responses from 
several of these governmentally funded or owned organizations that are operating 
for this very purpose, and they all strengthen the overall notion of this role as a 
piece of a puzzle that are of utmost pertinence in this financing climate. Not only 
in the sense of covering early financial needs, but also in their efforts to build and 
prepare companies for later-stage financing, i.e their early business development 
support. A generalizing conclusion to be made from our empirical material is that 
seed and pre-seed stage(s) are regularly covered mostly by university endowments 
and respective holding firms, where applicable. In short; Fostering promising in-
novations coming from research is seen as one of the duties of a University, which 
is then managed by such actors. Thereafter on an early journey, There are often 
various "soft solutions" in the form of e.g grants or loans both on local and regio-
nal levels, intended to support firms in pursuing the development of innovations, 
not to mention the various state-funded organizations that are conducting pure in-
vestment activities for the same purpose. Hence the early journey often implies a 
mix of many different financing solutions in some way often originating from the 
public sector, solutions that can also vary due to local circumstances and availabi-
lities.  

However, as we approach the valley of death, the governmental alternatives 
decline. This strengthens theoretical arguments similar to e.g Murphy and Ed-
wards (2003), who described the VoD as a stage from a firms perspective; where 
an intended transition is to be made from majorly governmental, to majorly priva-
te funding alternatives. Such arguments are also indirectly supported by Gigler et 
al., (2018), illustrated in figure 4. here, private alternatives are becoming increa-
singly important. Being declared above; the private VC firms may not be conside-
red a good fit because of an industry reluctance towards technical risk. Alternati-
ves such as crowdfunding may not be completely eliminated, although its compa-
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tibility with deep tech can probably be questioned by remembering e.g Silver et 
al., (2016); Gerber & Hui (2013), and especially Brown et al., (2017) who argued 
that to successfully raise capital through such sources; one must have a fully deve-
loped product targeting many individual customers (preferably B2C) willing to 
pre-pay for it. For these reasons, smaller private investors, investment firms, busi-
ness angels, etc... appear as the more relevant solutions. Empirically, it has likewi-
se been shown how some investors are even targeting the VoD. But another rele-
vant alternative not to forget is the corporate VC’s, whom often operates under 
more ”favorable” conditions (seen from a deep tech perspective), that can enable a 
long-termism, and abilities to assess complex technologies. Drover et al., (2017) 
argued that a CVC funding partnership with a major player in the industry can 
strengthen the company in many ways besides just financially. This idea is 
strengthened by our empirical findings as well, as respondents have been shown 
to benefit from their industry knowledge and network when pursuing investments, 
and following business-support/relation activities. Another argument is that this 
knowledge is what allows the corporate investor to proficiently assess new tech-
nology and venture risk, enabling them as potential investors in deep tech, even at 
early stages. 

So even if there is capital to be found in the valley of death, it must still be 
reached. And if we are to interpret our primary empirical findings, a certain posi-
tioning is required to strengthen a firms possibilities in this respect. But first let us 
dismantle the VoD one last time, to see if  we can deal with one of its most central 
and aggravating complexities.  

6.2 MANAGING KNOWLEDGE-GAPS & INFORMATION ASYMMETRIES 
The theoretical framework attempted to highlight some of what was considered to 
be the most common theories, on what difficulties are causing and permeating the 
deep tech VoD. Multiple perspectives began with outlining an internal resource 
problem with transitioning from research-based processes to market-driven pro-
cesses, and later showed the internal-external distance to investors that increased 
on behalf of long initial periods of negative cash flows also creating severe infor-
mation asymmetries. In addition the utterly external perspective, of possible fric-
tion between external parties in the transition from majorly public to majorly pri-
vate financial support was elucidated.  

One of the most stand-out complexities apparent in all these perspectives was 
described as the problem with information asymmetries and/or knowledge gaps. 
The empirical results of this study, can both confirm such theories and propose 
some potential workarounds. First, we have seen how investors specifically call 
for separate strategies when it comes to deep tech, and a lot of the reason derives 
from difficulties with regards to knowledge. Our findings suggest, that investors 
must intrinsically have, or at least have access to solid industry-specific knowled-
ge in order to efficiently assess new deep tech ventures and firms, which also ap-
plies to the firms. Often such knowledge is experienced-based, which in turn im-
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plies that it must be retrieved externally. Here, two approaches has been sugges-
ted; from a firm perspective, one could look for key recruitments or other ways to 
include key this expertise in the company's governance and/or management 
structures. From the investor perspective, it may be more relevant to work with an 
external network of broad expertise, especially when covering several industries. 
One does not, of course, exclude the other (for both parties). And we have for ex-
ample seen how investors covering a specific industry can heavily rely on their in-
house industry-specific knowledge (although still having a network on the side). 

The bottom line here is that industry-specific knowledge is needed to be suc-
cessful in deep tech investments. Thus we could be so bold as saying that for deep 
tech start-ups that are looking to raise capital, it is probably better to approach 
some specific investors who do actually understand (or have internal/external re-
sources to understand) and have a genuine interest in your industry, technology, 
and market. Instead of trying to explain your industry, technology, and market to 
as many investors as possible. Preferably, investors can be met with the same kind 
of knowledge and experience within the firms own team, knowledge that can also 
bridge the internal ”gap” between research and market resources. Here we can 
also fetch some theoretical support, remembering the similarity bias and argu-
ments coming from e.g Murnieks et al., (2015); Harting (2011); Murnieks et al., 
(2011); Bruns et al., (2008), saying that investors are more likely to invest or favor 
teams with similar skills, thoughts, and personalities to themselves. Sammut 
(2012), consequently advised entrepreneurs to seek investors which has been 
shown to invest in similar categories before, to which one operates.   

Like it was theoretically stated however (e.g Bloxham, 2011; Akerlof, 1970), 
asymmetries will most likely always remain. In accordance with the lemon pro-
blem a technology owner will always have more information than any external 
investor. Hence mere industry-specific knowledge, is in itself not instrumental for 
the problem of information asymmetries, for the sake of external diffusion one 
would always have to add the important tool of communication to the equation. 
Claiming that ”better” communication could help with mitigating informational 
distance is relevant in this matter, as showing investors what they actually want to 
see seems like a reasonable idea. Our results show that communication inefficien-
cies from deep tech firms are occasionally experienced among investors, which in 
summarizing terms can be exemplified by the misconception that it is one’s com-
plex and fantastic technology that should be conveyed, rather than a business. It is 
not that the technology itself is irrelevant, but an investor must first try to assess a 
commercial value, which is not to be confused with a technological value. A 
common perception amongst the respondents in this study is that it is not the best 
technology that will ultimately be the most successful innovation and ”win”, rat-
her it is the technology that can be positioned and implemented in the most ”ap-
propriate” way. Hence, this is the story that the investors in our study want to 
hear, and it will be accounted for more in-depth in a moment. 
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But first, let us revisit an illustration of our theoretical chapter that was made 
as an attempt to give an overview of the various gaps and asymmetries that were 
identified from previous research, Figure 3. From the suggestions above some 
changes can be made to this figure, now resulting in Figure 6.  

By introducing key-individuals of industry specific expertise to the illustration, 
the multifunctional purpose of such individuals can be better reflected. By looking 
at an updated version of the figure (Figure 6), an important communicator is in-
troduced at ”key-stages” in the firms life cycle (on the firm level). The new illust-
ration suggests that these key-individuals, besides functioning as a bridging indu-
stry-specific knowledge resource between R&D and business resources, could 
also imply a proficient knowledge resource when it comes to assessing aspects 
such as market prospects, potential, etc… at an early stage. But accordingly also 
management-wise, to support strategic decisioning and positioning of the techno-
logy. This in turn is what allows for the more ”efficient communication” with ex-
ternal actors at key stages in the firms life-cycle (signified by the ”efficient com-
munication arrows” in the figure). As the ability to be more specific about such 
parameters as mentioned above, are believed to signal better credibility. Important 
to note, is that the same kinds of industry-specific knowledge among the external 
actors, are also to be seen as a prerequisite that allows for this communication to 
be considered as ”efficient” in the first place, hence it is crucial at external levels 
as well, in that the actors needs to speak ”the same language” (here the above 
mentioned similarity bias is also to be kept in mind). In respect to this discussion, 
the industry-specific knowledge can thus be interpreted as a resource that can 
bridge internal R&D and business/executive resources, whilst it can thereby (but 
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also in itself) also allow for more efficient communication communication and 
diffusion.  

However, the possible external knowledge gap between the public and private 
funding alternatives, a reconnaissance from Murphy and Edwards (2003), re-
mains. There are no clear responses to this problem that can be deduced from our 
findings, however, we can neither distinctly confirm this problem in the particular 
climate we have examined. But since there are some tendencies expressed in re-
quests that universities and such early actors, need to get better at properly prepa-
ring firms to meet later actors, there is some evidence that may indicate the fact 
that such a gap actually exists. Yet, there is no reson to ignore these findings, and 
so let us retain the theory that this could be a problem, even if it is somewhat out-
side the scope of our study. However, we are more interested in how to ”properly 
prepare” a firm for raising capital, and the communication between investor and 
the start-up, and here we can see some changes. 

Having speculated in what conditions are required for being able to commu-
nicate, how should a firm actually communicate accurately? What to ultimately 
convey about a business? In an attempt to answer such questions, one could first  
return to assay our newly formed understanding of investment decisions in deep 
tech. Because a prerequisite for being able to show the right things, should be to 
to do the right things. The obtained empirical material shows a fairly clear con-
sensus regarding what to do, let us begin with some general interpretations. 

6.3 ”SUCESS-FACTORS” IN DEEP TECH 
Knowing how new ventures is commonly financed, how can firms attain this fi-
nancing? Doing the right things becomes easier when knowing what to do, hence 
a deep tech start-up whilst often being based on specific expertise and knowledge 
about a complex technology, are equally in need of executives that can make the 
right decisions. For the founders, it is important to recognize this, be true to one-
self, and realize that such skills probably must be included along the journey (pre-
ferably from early on). When it comes to the team, our obtained results shows a 
clear consensus. In simple words; theoretical ideas like ”the jockey and the horse” 
is justified a la e.g Gompers et al., (2020); Macmillan et al., (1989), i.e there se-
ems to be a general agreement in that a proficient team is more valuable than the 
idea, technology, innovation, etc… since it is not always the best solution that 
succeeds in the end. So what makes a proficient team? The short answer is diver-
sity. Tech experts, proficient executives, and people with a long and solid experi-
ence from the industry who can cover internal knowledge gaps and reduce inter-
nal-external information asymmetries. To remember is that although a company 
might not have a lot to show, the team behind it probably have. Hence a strong 
and diverse team able to signal credibility, turns out to be what is often tilting the 
scales for several investors in this study. 

That being said, the technology itself is not unimportant. The key point to un-
derstand, is that when a research-driven entity is to transition into functioning as a 
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business, it comes down to value. Sooner or later, it is some kind of commercial 
value that must be justified. So before the decision to let a developed idea form 
the basis of a business, one must think twice as to whether or not a technology is 
really necessary. Investors are willing to invest in new technologies, but in the 
end, they too have to make money. Thus, from the perspective of the various inve-
stor’s this study; the most important thing when it comes to a technology; is the 
willingness to pay for it. Simply put; similar to what e.g Kerr and Nanda (2015); 
Sammut (2012) declared, investors are not looking to fund pure research. The 
”perfect” way to verify this willingness (i.e the will to pay for a technology), is to 
actually get it stated in black and white from potential customers, which however, 
may be considered easier said than done. But, anything close is considered as va-
luable, at least if one is to interpret our empirical findings. A perception to re-
member; is that a lab-environment can often be very different from a real market 
environment, and investors know this. Hence it is crucial to develop a technology 
(at least close) to a market environment, i.e interacting in various different ways 
with potential customers, suppliers, intermediaries, etc… to work on a proof of 
concept and strengthening a market validity. In this study, it is empirically advoca-
ted for an iterative process, a development process concurrently being tested fre-
quently and continiously in a market environment, preferably from very early on. 
In theory, this perception was reflected in the s.c lean start-up methodology, ad-
vocated by e.g Corallo et al., (2019); Pries and Guild (2011) where experimenting 
and learning ”outside the building” is described as general factor for start-up for 
success.  

It is difficult to avoid the contention that developing a novel, complex techno-
logy and further transferring it to commercial success will be more costly and take 
more time than reaching commercial success through ”conventional methods” or 
already tested and proven business models (by utilizing already existing technolo-
gies and platforms for instance). This perception permeates our entire study, as it 
is first supported by our theoretical framework (E.g; Gigler et al., 2018; Peneder, 
2008; Lerner, 2007) and later on in our empirical findings. However, some empi-
rical ”tips" have been encountered in relation to this conception of which could be 
valuable to highlight. First, it should be said that this is where the aforementioned 
”lean start-up” methodology as it was suggested by e.g Corallo et al., (2019); Pri-
es and Guild (2011) as a conceivable solution, is met with skepticism among seve-
ral of our participating respondents. Primarily, it is the compatibility between deep 
tech and the s.c ”Fail-fast” mindset that is applied by this method, that is questio-
ned. Empirically, one emanating from this study can rather deduce that mistakes 
can be all to costly in deep tech to apply some kind of ”trial and error” approach, 
i.e there may not be as much room for errors. Instead, a focus on minimizing 
mistakes to the greatest extent possible is advocated. Here, the importance of in-
cluding an industry-specific knowledgeable and experienced person reappears, as 
such a person could also prove to be a key factor when it comes to detecting, and 
avoiding mistakes from early on and continuously. In short; an empirical interpre-
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tation form this study is thus that although the cash flow problem itself cannot be 
avoided, it should rather be managed by avoiding mistakes, than initiating long 
periods of failing fast and learning by committing many mistakes.  

Because the extra long time to market and costs of capital, are more or less 
unavoidable, perhaps they should be seen more as a ”necessary evil” than a pro-
blem. In any case, the realization and understanding of this is another important 
point to add to this discussion, one that can also be deduced from our results. It 
has been highlighted that investments in deep tech requires separate strategies, in 
which the peculiar deep tech circumstances must be taken into account. It thus 
becomes important from a firm perspective to seek financiers whom understands 
the inherent circumstances of deep tech, and in turn do not have external partner/
funding agreements that is restricting them from taking such circumstances into 
account. This of course, implies limitations for new ventures concerning financing 
opportunities in absolute terms, i.e when it comes amounts of relevant actors in 
the market. But on this topic, this study can account for observations indicating 
that deep tech as a separate investment strategy, could be on the rise in Sweden,  
and thereto that the private capital is getting more accessible for deep tech firms. 
Since deep tech in its essence are often aimed at resolving big challenges and pro-
blems, its potentials is starting to become more recognized. Since the problems 
targeted are often societal or environmental, a possible link or overlap between 
deep tech and the rising trend of impact investing have also been expressed. Pos-
sibly, we can relate to e.g Nanda and Rhodes-Kropf (2017), by remembering how 
they emphasized the eventual advantage of hot markets for the financing of new 
innovation. In this aspect, it is feasible to end this section on a note that can speak 
for deep tech, especially such with an impact approach. Because in the shadow of 
s.c impact investing, it may be likely that it is precisely deep tech that can offer 
the greatest potential, and is thereby about to face a next-breakthrough in terms of 
interest in the financing market. 

❖ 

So what conclusions can be ultimately be drawn in response to the query that 
opened this chapter? Although it could potentially be a s.c no brainer, the ”boring” 
but probably most accurate answer; it is likely more of a matching problem. For a 
general deep tech start-up to be successful when it comes to financing, they must 
find the right investor. One that can understand the particular business, the inhe-
rent circumstances with deep tech, and in some way have access to a solid indu-
stry expertise. But even so, there are things that startups can do to meet investors 
half way in (and around) the valley of death (at least those investors who partici-
pated in our study); 

Frist, do the right things from start, with respect to the former chapter. That is; 
Be open for including proficient executives and other complementary expertise 
that can contribute on behalf of the eventual knowledge gaps in the team. Further, 
make sure to somehow and in someway include individuals who knows your in-
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dustry in and out, as they represent a key factor not only when it comes to 
establishing this knowledge, but also when  in establishing a market proximity, 
and avoiding the unnecessary mistakes.  

Speaking of the team, make sure that it is a diverse one that that can also 
cover eventual gaps between technical and executive knowledge. The team is li-
kely to be what the investor will ultimately have to take a bet on, so make sure 
that it signals strong credibility, and do not forget to convey it.  

Provided that the technology is truly the firm’s own, and is unique, focus on 
determining the willingness to pay for it. This is what first must be credibly justi-
fied and communicated to investors, not necessarily how complex it is or how it 
works. But necessarily though, how much better it is… Thus, develop something 
that in some way, genuinely has the potential to become the absolute market-lea-
ding solution. And probably most importantly; do so as close to the intended mar-
ket as possible.  

Tell the whole story, i.e the executive story. Be clear about the thoughts ahead 
and provide a well worked through, precise roadmap, that also corresponds with 
the financial resources that is asked for. Include historical and upcoming milesto-
nes, and know where the firm currently stands. Much of this thinking reveals the 
extraordinary executive skills that are within the team, so be specific. 

Asking for too little is not a good way to obtain capital, since having enough 
to survive another year does not make much sense. Instead, many of the intervi-
ewed investors are looking to fund a venture for the next 18-24 months. Therefo-
re, most of the focus is on what the company could accomplish within this period 
of time. Thus, it is obviously most important to account for the milestones that 
will be pursued within this timeframe. Further, reaching them becomes an impor-
tant value trigger for upcoming round(s), as the the assessment of whether the 
communicated milestones actually have actually been achieved will likely consti-
tute a basis for further cooperation. Estimating required amounts is a difficult task, 
but investors know this so the amount may be higher as long as it can be credibly 
justified. A little too much is better than too little, but exaggerating this is not a 
recommendation, especially in early rounds. Every resource spent without crea-
ting value will complicate future negotiations, whilst there is also the aspect of 
dilution to keep in mind.  

In Sweden there are many regional, but also local initiatives to foster and sup-
port innovation, investors suggests that it is wise scrutinize this situation closely. 
To leave no stone unturned, is a good starting point. The early process of a startup 
(especially one that is research driven) in Sweden, is commonly funded by a mix 
of many different public solutions and small amounts of private capital. And in 
very early stages, the Universities with eventual respective venture units are there 
to help. A tip coming from such actors, is to remain in research for as long as pos-
sible and not to rush the idea of forming a business. In other words; try to get as 
far as possible in a pure research project. 
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A difficulty coupled to obtaining sufficient amounts of capital that can be seen 
as more prominent for deep tech firms deep tech, is signaling value. In this re-
spect, this study would suggest that the ability to convey a market proximity is 
probably the strongest contributor in this manner. Eventual partnerships and con-
ducted tests with potential customers, suppliers, intermediaries etc… Work to-
wards an external proof of concept and/or a proof of market. In relation to this, 
something that is also of increasing relevance is the sustainability impact. The im-
pact and sustainable aspect could entail a selling point, whilst it occasionally 
could be a requirement. Nevertheless, the sustainable aspect is important to con-
vey.  

Important to note before closing this discussion, is that deep tech and innova-
tion should not be seen as an impossibility in terms of financing. On the contrary, 
it feels at least equally as relevant to claim the opposite. That is; It should not be 
considered as impossible for a deep tech start-up to attain sufficient financing, not 
even in the face of the valley of death. And perhaps especially if one decides to 
assimilate the discussion above.  
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7 - CONCLUSION 

Pulling a research-based innovation through to commercial success, in short 
poses a variety of challenges, several of which have been outlined and more 

thoroughly examined in this report. Financing constraints commonly arising from 
high credit risk, knowledge gaps and asymmetries, lacking financing alternatives, 
and on top of it all; there is also the imminent dimension of uncertainty, but all 
represents circumstances of which deters capital, resulting in what has come to be 
called a ”Valley of Death”. This valley is seemingly present in the Swedish finan-
cing climate as well, and the dance around it on the one hand reinforces its signi-
ficance whilst simultaneously on the other; implies an opportunity for some inve-
stors. But Sweden's financing climate should be seen for what it is; a climate that 
has been idealized in relation to this topic in previous research. This study too, 
must point out that there are major government initiatives and efforts aimed at fo-
stering research-driven innovation and further coaching and financing respective 
new ventures. One can make the depiction, that the task of covering early funding 
gaps, is seen as a task of the state. Even so, this axiom still implies that the jour-
ney from start-up to established firm still includes a transition from public sector 
to private sector funding at some point in the firms lifecycle, since there are limits 
as to how big investments the governmentally funded actors can make. This tran-
sition, has also represented a perspective of the VoD, one that may be relevant to 
consider even if we can neither oppose nor support it with the help of the results 
in this study.  

In order to leave some concluding remarks in response to the queries and aims 
of this study, Let us begin with recognizing that the obtained findings are possibly 
more of a banal than revolutionary nature. Nevertheless, It could be valuable to 
say, that a concluding opinion of this report, must be that pulling a deep tech in-
vention through the aforementioned challenges of becoming an innovation in 
Sweden, should not be seen as an impossible task. As one might have guessed it 
will mostly come down to finding the right financing partner. In line with pre-
vious research, the shortcomings of the venture capital industry, vice versa the 
importance of other actors like small investment firms, corporate investors, angel 
investors, in this respect have been illuminated. Not to mention once again, the 
important role of the different governmental initiatives, especially considering 
seed and pre-seed stages. ”The right” financing partner was expressed in the im-
portance of an investor who not only understands the inherent characteristics of 
deep tech and its complexities, but also the particular industry in which a potential 
investee firm is operating. More appropriate for deep tech are, therefore; (i) inve-
stors actors who manage their own capital on their own terms, (ii) investors with a 
deep tech interest, and with access to a solid industry experience and knowledge. 
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7.1 RESEARCH IMPLICATIONS 

The idea of including industry-specific knowledge on both firm and investor le-
vel, was further set in parity to theory, and more particularly the imminent pro-
blems with knowledge gaps and information asymmetries. Accordingly, this is 
where the study can be considered as to being contributing in an academic con-
text. It has been suggested that the industry-specific knowledge as a firm resource 
could on the one hand help to reduce internal gaps between R&D and business 
resources whilst on the other; could allow for a more efficient communication 
with external stakeholders and investors through better strategic decisioning and 
positioning, mitigation of the s.c cash-flow curve, and like-mindedness. In tan-
dem, other theories, more specifically the s.c lean start-up methodology, has been 
both supported and questioned. Its way of advocating proximity to an external en-
vironment is supported, whereas its ”fail-fast” mindset is questioned, and is seen 
as inappropriate in a deep tech environment. There is not enough room for errors 
in deep tech to apply a trial and error approach. Instead, unnecessary mistakes 
must be eliminated altogether, and this is where industry-specific knowledge re-
appears as a key factor.  

This study, however, are of an underlying practical nature, and so many of the 
findings are also in accordance. Through interviews with various investors, an 
attempt has been made to develop an understanding for the factors that drives 
their investment decisions. This understanding has been set in relation to the ques-
tion of how to accurately position the deep tech start-up. The very short response 
to this, is that from as early as possible; a focus should be on external validation 
of a concept and market. Developing, experimenting, testing etc… with external 
stakeholders and customers is the optimal way to increase value and transfer from 
a start-up to an established firm. When traction is difficult to show, the market 
proximity of a business is what is valuable to investors in this study. But in the 
end, it is not just proximity and market fit that determines investment decisions, 
because given that also the potential is clear at such levels that justifies the great 
uncertainty; it is often the team behind a technology and business that represents 
the acquired ability to reach it. Thus, the team is ultimately what the investor 
would have to take a bet on. And so the executive skills must be conveyed 
through precise demonstrations of the executive journey and outlook, i.e a detai-
led roadmap as to how the extraordinary potential ought to be reached. 

But even so, in the end, one should remember what was stated both theoreti-
cally and empirically, namely that intuition also has a finger in the pie. 
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7.2 SUGGESTIONS FOR FUTURE RESEARCH 
Finally, it may be worth to reconsider some interesting queries that this study un-
fortunately will have to leave unexamined. Instead, these will be raised as potenti-
al queries to adress in future research on the topic. They are directly derived from 
some of identified themes in the empirical material of this study, and will neither 
seek to be interpreted nor analyzed in this text. They should be seen as pure notes 
that could form a basis for further studies, as there is no room to give them a clo-
ser examination within the framework of this degree project. A short exposition 
follows below, whilst the themes themselves can be found in Chapter 5, please see 
e.g Chapter 4.2, and Table 2 for further guidance.  

IMPACT INVESTING & DEEP TECH  
In this study, and more particularly in conducted interviews, there has been con-
versations about a possible ”overlap” between deep tech investing strategies and 
impact investing strategies. It could be interesting to ”dig deeper” in this respect, 
and more closely conduct studies on the topic of impact investing. Concurrently 
and more particularly, how its practices relates or eventually correlates to deep 
tech. A potential entrance to this would be, for example, to look at how investors 
of expressed impact practices sees deep tech or e.g a problematization similar to 
what has been explored in this study.  

INACCESSIBILITY THROUGH PUBLIC MARKETS 
It has been expressed among respondents how a problem with the equity financi-
ng market, is that a large proportion of the capital circulates in the public markets. 
These markets can be difficult for SME’s to reach, as this for example involves 
costs that may not be seen as reasonable in relation to the business you conduct 
(In addition, there are most other requirements that need to be met, which vary 
depending on the list or platform). Fiscal-regulations intended to protect individu-
al savers creates a very restrictive climate, which also applies to for e.g the large 
institutional investors etc… Accordingly, there is a strict dichotomy between equi-
ty financing and the public accessible market in Sweden, and further studies could 
be made on how these fiscal policy regulations systems are constructed, with po-
tential approaches around what can be learned from eventual alternatives.  

GOING PUBLIC IN RESPONSE TO THE VOD 
On the topic of public markets, such markets have also been discussed in the pur-
pose of being somewhat of a ”last resort” for firms who get financially stuck in 
the equity markets where they struggle to raise capital. It is mentioned almost like 
a ”plan b” in this manner, and so it could be interesting to closer examine the suc-
cess rates of firms that have deployed such tactics, and how common it is. This 
could constitute a domain where it would also be reasonable to review success 
factors etc…   
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TRANSITIONING FROM MAJORLY PUBLIC TO PRIVATE FUNDING 
A circumstance that vaguely was alluded regarding the valley of death, corre-
sponds to the theoretical argument which portrayed the valley of death as an ex-
ternal friction between public and private actors in a particular equity financing 
climate. Although this has not been further analyzed in this study, it has been di-
scussed in the empirical material. Better preparatory work among the very early, 
has been explicitly requested by actors who are majorly active in later stages, in-
dicating that the problem may sometimes be a present case. What exactly a better 
preparatory work would implicate and what it could look like, could be a subject 
for further studies. An empirically expressed example that is believed to 
strengthen the deep tech financing ecosystem in this manner, is incubators specifi-
cally targeting deep tech firms.  
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