
This paper addresses some of the key issues around the global climate finance agenda, and 
in particular the transition to a low carbon future, from a Nordic perspective. It outlines an 
important role for public financing institutions and the benefits of small and medium sized 
projects in the low carbon economy in transitional economies and developing countries.
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Key points

•	 	THE	WORLD	FACES global challenges such as 
population growth, water scarcity, exploita-
tion of natural resources and climate change, 
which require companies to change the way 
they manage their business. The concept of 
Green growth offers companies profitable op-
portunities for both socio-economic and envi-
ronmental development while contributing 
to the global goals set by the United Nations 
2030 Agenda for Sustainable Development.  

•	  OVER	THE	LAST	DECADES, the governments 
and the private sector in the Nordic countries 
have been at the forefront of developing common 
approaches to solving environmental challenges. 
The Nordic countries are pioneers in environmen-
tal policy and ranked as high performers when it 
comes to green innovation and technology. There 
is also a tradition of working together to find 
environmental solutions and develop common 
technological platforms. Evolving global environ-
mental targets and policies create growing inter-
national demand for new innovations and tech-
nologies. Hence, the Nordic countries have the 
opportunity to provide leadership by building on 
the experience gained in the domestic markets to 
also help achieve Green growth internationally. 

•	 	THE	NORDIC	MARKETS are small from a glob-
al perspective, and internationalisation is nec-
essary to increase the size of the companies’ to-
tal potential market. The tools and technolo-
gies needed to implement and scale up green 
solutions internationally are already available. 
Enabling companies to gain access to interna-
tional markets is essential both in order to se-
cure the Nordic countries’ competitiveness, eco-
nomic growth, employment and innovation, 
and to facilitate Green growth on a global scale.  

•	 	EVEN	THOUGH Nordic companies offer products 
and services that are in demand on the interna-
tional market, they face some barriers to inter-
nationalisation. The challenges vary with the tar-
get market and the size of the company. Financ-
ing constraints, capability and skills shortages as 
well as relationship gaps are especially challeng-
ing for SMEs. Regulatory and market barriers, 
such as legislation and discriminating trade poli-
cies, are the main obstacles for larger corporates. 

•	 	THE	NORDIC	COUNTRIES have developed effec-
tive systems to support small and medium-sized 
enterprises (SMEs) in reaching international 
markets. There are a number of institutions help-
ing companies overcome their main challeng-
es by providing financial solutions, assistance 
and knowledge. Through their common efforts, 
these institutions facilitate Nordic Green growth.  

•	 	THE	EXISTING	COLLABORATION between Nor-
dic public and private actors can be drawn on 
when entering international markets, partly by 
sharing networks and partly by using knowledge 
already attained by other Nordic companies es-
tablished in the desired market. By participat-
ing in industrial clusters and broader exports of 
Nordic solutions, smaller companies, in partic-
ular, can increase their chances of reaching in-
ternational markets.	

This is one of two special papers prepared for NEFCO’s 25th anniversary event to be held in Oslo on 12 April 
2016. The other is entitled ‘Building Bridges to the future’. This report was written by NEFCO in cooperation 
with KPMG.

Introduction

The world has undergone massive changes since 
the Rio Earth Summit in 1992. The human foot-
print on earth is growing in an unsustainable way. 
Global megaforces – including urbanisation, cli-
mate change, population growth and eco-system 
decline – will change the world over the next 20 
years and beyond.1 Megaforces do not act alone but 
as a complex system with unpredictable outcomes, 
and they will affect key business and industry areas 
such as energy systems, industry processes, water 
and waste management, building solutions, infra-
structure and transportation2. Decoupling human 
progress from resource use and environmental de-
cline is the most central challenge of our time. This 
challenge will also be one of the greatest sources of 
future business success. 

During 2015 the future course  for global sustainable 
development was set. The UN Agenda 2030 and the 
17 Sustainable Development Goals defined a com-
mon global ambition for economic, social and en-
vironmental development. Prior to its adoption in 
September 2015 representatives from 193 UN mem-
ber states, had already met in Addis Ababa for the 
Third Financing for Development Conference to 
agree on how funding should be secured to fulfil 
such ambitious goals. Moreover, representatives 
of 196 parties met in Paris in December for the 2015 
United Nations Climate Change Conference, COP21 
and agreed to limit the temperature rise to “well be-
low” 2°C and “pursue efforts” to keep it to 1.5°C. A 
common denominator to reach the set out targets 
is the importance of involving and fostering col-
laboration between the public and private sectors.

Cover photo: Jonas Häggblom
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What is Green growth?
Green growth has been set as a common strategic 
goal for the future by the Nordic countries in order 
to effectively address climate change and related 
global challenges, while at the same time strength-
ening international competitiveness and securing 
sustainable economic growth in the Nordic region. 
In addition to the direct effects of climate change, 
some of the global challenges that will have wide-
ranging socio-economic effects in years to come in-
clude population growth, demographic changes, 
increased urbanisation, water and resource scarci-
ty and deforestation. Green growth can be seen as 
a response to the requirements and demands set by 
these changes in order to maintain the conditions 
for sustainable economic development and growth. 

The development of Green growth will entail a tar-
get-oriented shift towards production and con-
sumption processes that are based on effective us-
age of available natural resources and on minimis-
ing waste, pollution and climate emissions. Key 
areas in this development will include new solu-
tions for cleaner energy, environmentally friendly 
transportation, resource-efficient products, hous-
ing and infrastructure as well as improved water 
supply and treatment processes. The global shift 
towards green solutions can be further facilitat-
ed by the development of new efficient materials 
and production processes and the implementation 
of new business models and information technol-
ogy solutions. 

The concept of Green growth was first introduced in 
20053 as a response to global challenges such as cli-
mate change and has since been gaining momen-
tum, fuelled by the global financial crisis in 2007-
2008 and the global economic slowdown that fol-
lowed. Several leading international agencies have 
since introduced their own strategies and policy rec-
ommendations for Green growth.4 The OECD de-
fines Green growth as “fostering economic growth 
and development while ensuring that natural assets 
continue to provide the resources and environmen-
tal services on which our well-being relies”.5 To do 
this, Green growth must catalyse investment and 
innovation that will underpin sustained growth and 
give rise to new economic opportunities and sourc-
es of economic growth through productivity, new 
markets, confidence and stability.

Reaching the targets of Green growth will require 
not only the implementation of new policies, reg-
ulatory frameworks and technical standards, but 
also investments in new environmental solutions 
and green technologies. These changes and invest-
ments will have to take place in the Nordic countries 
but, more importantly, internationally, in order to 
have a tangible effect on a global scale. 

The tools and technologies needed to cut emissions 
are already available, and scaling up just 17 proven 
low-carbon solutions could cut current global emis-
sions by a quarter by 2030, equivalent to the total 
emissions of China and Japan combined.6 These 
include, for example, solutions for biomass heat-
ing, building efficiency, wind and solar power, ve-
hicle fuel efficiency, appliance efficiency, reforest-
ation and resource efficiency.7 This paper argues 
that the Nordic countries, despite their relatively 
modest size, can operate as a catalyst for change 
on a global scale by developing, adapting and im-
plementing green Nordic solutions on the interna-
tional markets.  
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The demand for green solutions is growing. In the 
last five years, USD 41 billion of venture capital has 
been invested in cleantech start-ups globally – corre-
sponding to almost a 100 % increase compared with 
the previous five years.8 However, to keep the in-
dustry growing, more capital will be required. In-
vestments of almost USD 10.5 trillion will be need-
ed worldwide between 2010 and 2030 in order to 
have a 50 % chance of limiting the average glob-
al surface temperature to a rise of less than 2°C. A 
large share of these funds will need to be invested 
in developing countries, and the bulk of the fund-
ing must come from and be generated through the 
private sector. Well-spent public capital can play an 
important role in facilitating increased private in-
vestments however. The global potential of commer-
cial opportunities related to environmental sustain-
ability in natural resource sectors alone is estimat-
ed to be between USD 2.1 and 6.3 trillion by 2050.9 

Green growth has been a common strategic priori-
ty for the Nordic countries since 2011 with the aim 
of making the Nordic countries the leading region 
for Green growth. The Nordic Council of Ministers, 
in turn, has launched a priority programme with 
sector-specific initiatives ranging from education 
and research, construction, and waste manage-
ment to public procurement and development aid. 
The common goal of these initiatives is to offer so-
lutions to major environmental challenges and to 
enhance the Nordic region’s market position with-
in green solutions. The Council of Minister’s sta-
tus report published in 2015 concludes that there is 
strong potential for green investments in the Nor-
dic region, especially in capital-intensive areas such 
as energy, transport, materials and the waste man-
agement sector.10

A shift towards Nordic solutions
The Nordic region has a diversified industrial back-
ground that includes heavy industries, such as for-
estry, oil, mining and steel, as well as highly devel-
oped agricultural and fishing industries. This has 
driven high legislative demands within the envi-
ronmental field, and the Nordic countries are pio-
neers in many fields of environmental policy.11 Swe-
den, for example, is described as one of the “most 
innovative OECD countries when it comes to envi-
ronment-related technology, and has pioneered sev-
eral policy instruments, many based on the princi-
ple of putting a price on environmentally harmful 

activities.”12 For nearly a quarter of a century, the 
economy in the Nordic countries has grown without 
increasing the level of climate emissions. GDP in 
the Nordic region has grown by almost 50 % in the 
last twenty years, while the level of greenhouse gas 
emissions and energy consumption has decreased 
by nearly 20 %, showing that this equation is pos-
sible to achieve.13

Despite their structural differences, over time, the 
Nordic countries have developed a common, ambi-
tious approach to environmental issues. Govern-
ments and private companies have formed a tra-
dition of working together across borders to pro-
vide environmental solutions and develop common 
technological platforms. One example is the Nor-
dic electricity market, which consists to a large ex-
tent of renewable energy and is one of the most ad-
vanced cross-border energy markets in the world.14 
In the area of energy efficiency, several new tech-
nical building codes and product standards as well 
as labelling of products have been developed.15 The 
institutional environment in the Nordic countries 
has promoted the development of green solutions 
and innovations, which now have the potential to 
be implemented and scaled up in foreign markets. 
Global environmental targets and policies that are 
currently being implemented will create growing 
international demand for these innovations and 
technologies.

The Nordic countries are ranked as high performers 
when it comes to green innovation and technolo-
gy. Finland and Sweden are at the forefront as re-
gards environmental patents filed, and Denmark 
and Norway are top performers in commercialis-
ing and scaling up environmental innovations.16 
The success of the Nordic countries can be explained 
by the fact that they have “diligently [been] invest-
ing in making entrepreneurship attractive, both by 
giving individuals the necessary training, advice, 
or connections to ensure their success, and also by 
greatly rewarding them for their endeavours.”17 De-
spite this, there is potential for improvement, es-
pecially with regard to commercialising and scal-
ing up environmental innovations.18

The rationale for Green growth from 
a Nordic perspective

International markets key to  
Nordic Green growth
From a Nordic perspective, the purpose of ensuring 
that Nordic companies reach international markets 
is two-fold: to ensure continued economic growth 
in the Nordic countries as well as to contribute to 
sustainable development in the most efficient way 
possible. The Nordic markets are relatively small 
from a global perspective, which makes interna-
tionalisation highly relevant for increasing the size 
of companies’ total potential market for securing 
growth. This is particularly true for SMEs, which 
account for over 90 % of all businesses in the Nor-
dic region and the EU. Internationalisation of these 
companies brings several positive effects. For ex-
ample, internationally active SMEs show higher 
growth in turnover and job creation 19, as illustrat-
ed in the graph below. 

Possible ways of entering international markets in-
clude direct and indirect exports via domestic inter-
mediaries; contractual models such as licensing, 
subcontracting or long-term contracts; and foreign 
direct investments (FDI) in the form of greenfield or 
brownfield investment, or through joint ventures 
with a local partner. The internationalisation pro-
cess of SMEs can be a gradual progression from do-
mestic markets to foreign activities, but companies 
can also be “born-global”, with international oper-
ations right from the start. The latter approach is 
more common among technology-intensive firms 
with the necessary innovation capability to succeed 
internationally.20

A comparison of businesses engaged in a particular 
type of international business activity (importing/
exporting/FDI) with businesses not involved in such 
activity shows that international business activity 
increases employment growth by up to four times.21

18

14

9

5

0
               Importing                                                    Exporting

INTERNATIONALISATION EFFECTS ON EMPLOYMENT GROWTH (%)

Foreign Direct 
Investments

Source: Internationalisation of European SMEs, European Commission, 2010.

Companies that export, import or carry out FDI show higher employment growth. A 2010 report from the European Commis-
sion shows that over a year, an importing SME generally had 8 % employment growth compared with 2 % for a non-importing 
SME. The corresponding numbers for exporting and non-exporting SMEs was 7 % versus 3 %. Looking at SMEs with FDI, the 
employment growth was as high as 16 % versus SMEs without FDI, which only accounted for 4 %.
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Similar effects from internationalisation can also 
be noted in NEFCO’s operations related to SME fi-
nancing through the Nordic Project Fund (Nopef). 
Internationalisation support to Nordic SMEs has 
demonstrated positive effects through increased 
employment and economic growth.22 Every pro-
ject that has resulted in a foreign business estab-
lishment has on average resulted in 14 new jobs, in-
cluding two jobs being created in the Nordic coun-
try of origin. Additional economic effects are also 
created through growth opportunities for subcon-
tractors both in the Nordic region and in the tar-
get countries. On average, every market entry al-
so creates EUR 1 million in investments and EUR 3 
million in project-related sales over the following 
three years.23 These results illustrate both the ben-
efit and effectiveness of targeted support for early 
stage SME internationalisation.

In order to reach significant environmental effects, 
scaling up is not the only necessary measure – reach-
ing the right markets that will provide the great-
est impact for green solutions is also important. 
If emerging and developing economies follow the 
same path to economic growth as the developed 
world, the world’s supply of natural resources will 
decrease at an even higher speed, and global green-
house gas (GHG) emissions will increase significant-
ly. In order to contribute to global Green growth, it 
is therefore key that these green solutions can reach 
international markets and that they are adjusted 
and adapted to the target countries’ own needs and 
capabilities.24

Green growth – a win-win 

All in all, internationalisation has a direct effect on 
the performance of the Nordic countries’ economies 
as well as indirect effects such as increased learn-
ing and innovation. Increasing the degree of inter-
nationalisation and helping SMEs, in particular, to 
gain access to international markets is crucial for 
the Nordic countries’ competitiveness, economic 
growth, employment and innovation. While these 
benefits are gained by the Nordic countries, inter-
nationalisation provides great benefits to the target 
country through knowledge transfer, employment 
opportunities and invested capital. Simultaneous-
ly, the effects of internationalisation contribute to 
the global goals set by the UN 2030 Agenda for Sus-
tainable Development.

An example of this win-win cooperation is the joint 
venture between a Chinese and a Norwegian com-
pany presented to the right. By using an innova-
tive Norwegian technique to reuse organic waste 
and converting it into energy, fertiliser and soil, 
the company is tackling major environmental chal-
lenges related to water pollution and greenhouse 
gas emissions.

FERTILISERS FROM ORGANIC WASTE IN CHINA

The Norwegian company HØST, based in south-
ern Norway, has innovated a range of processes 
to reuse organic waste by converting it into en-
ergy, fertiliser, soil and soil amendments. HØST is 
also Norway’s largest supplier of soil and, togeth-
er with its partners, operates composting plants 
throughout Norway.

The joint venture Yunnan Sino-Norway Bio-Engi-
neering Co. Ltd. was established to assist the Chi-
nese authorities with solving some of its major en-
vironmental challenges: the huge amount of organ-
ic waste from urban areas and agriculture causing 
water pollution and greenhouse gas emissions. The 
project is a result of a partnership between HØST, 
the state-owned Yunnan Circular Economy Invest-
ment Co. Ltd, and the Norwegian company Norm-
inor AS, following a feasibility study co-financed by 
the Nordic Project Fund. 

The plant opened in 2013 and has an annual pro-
duction capacity of up to 50,000 tonnes of fertilis-
er. The fertiliser plant is supplied with raw material 
from Chinese poultry farms. The plant aims to man-
ufacture mineral-organic fertilisers converted from 
waste management facilities in Yunnan Province, 
a region bordering Vietnam and Myanmar with a 
population of about 46 million. 

CASE STUDY 1
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→ The fertiliser plant 
in Yunnan, China has 
an annual capaci-
ty of up to 50, 000 
tonnes.
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Nordic companies face several challenges when en-
tering international markets, both internal and ex-
ternal, with the barriers’ severity differing depend-
ing on the destination country. Developed coun-
tries, with infrastructure and supply chains sim-
ilar to those in the Nordic countries, are normally 
less costly to penetrate than countries geographi-
cally and culturally further away.25 The perception 
of different barriers also varies depending on sec-
tor.26 Financial constraints, capabilities and skills 
shortages, relationship gaps, regulatory and mar-
ket demands are all perceived as material barriers 
to internationalisation. 

Financing constraints 
From a Nordic perspective, the lack of both ven-
ture capital and funding for early stage project de-
velopment has made it difficult to commercialise 
and establish reference projects for new technolog-
ical innovations, domestically and on international 
markets. Furthermore, commercial bank lending to 
SMEs has declined substantially during the last dec-
ade.27 Lack of capital is therefore one of the most im-
portant challenges for SME internationalisation.28 

The challenge of securing funding seems to be great-
er the smaller and younger the company.29 Financ-
ing is also seen as a greater constraint for compa-
nies that primarily target growth on internation-
al markets.30 Innovative SMEs with international 
growth potential are therefore especially vulnera-
ble to both changes in market demands and limit-
ed access to finance. Improving their access to fi-
nance is therefore crucial to both the development 
of green technologies and investments in sustain-
able solutions.31

Capabilities and skill shortages
Access to funding is not the only resource shortage 
that companies perceive as a barrier to internation-
alisation. Having the right competence, skills and 
information necessary to enter a foreign market in 
the organisation is also a challenge. There is a need 
for increased competence and information concern-
ing foreign clients and their preferences and will-
ingness to pay. Furthermore, knowledge of trade 
barriers, tax, environmental legislation and com-
petition must also be secured. For small companies, 
knowledge about foreign markets is more likely to 
be lacking and costly to attain. The smaller the com-
pany, the greater the barrier from the lack of suffi-
ciently qualified personnel is perceived.32

In foreign markets where new technologies and 
methodologies could be introduced to leapfrog cur-
rent technological standards, a potential lack of 
skills and knowledge in, for example, green tech-
nology and standards among public and private ac-
tors can also be an obstacle. Even if a technology 
has been introduced and implemented successful-
ly in the Nordic countries, it can, once again, be 
considered a new innovation when introduced in 
a new market. It is therefore highly important for 
companies to have an understanding of the envi-
ronmental awareness of the market and the skills 
and standards of actors and supply chains in the 
target country. 

Challenges and barriers 
for Green growth

Relationship gaps 
Strong networks in a market not only facilitate mar-
ket entries and investments but are also key to iden-
tifying viable business and project opportunities. 
Well-developed relationships with both local public 
and private actors are important, especially when 
selling and implementing complex solutions. Po-
tential shortfalls in skills or information can partly 
be bridged by good networks and thus create a better 
understanding of the differences in business prac-
tices, technological standards and market demands. 
Across different sectors, regions and business sizes, 
companies experience the lack of contacts as one of 
the main challenges of internationalisation.33 How-
ever, SMEs tend to lack efficient networks abroad to 
a greater extent than larger corporates. 

Regulatory and market barriers
Barriers due to protectionist legislation and discrim-
inating trade policies can pose great challenges to 
companies wishing to enter a new market. Mar-
ket entry barriers and their impacts differ across 
markets, industries and company types. In gener-
al, laws and regulation in foreign countries are per-
ceived to be the most important barrier among me-
dium-sized companies operating in EU-EEA markets 
and beyond.34 Moreover, regulatory barriers are al-
so considered important in the areas of energy, wa-
ter and electricity.35 Protectionist measures to sup-
port domestic production of environmental technol-
ogy, national subsidies for fossil fuels and import 
tariffs on renewable energy are examples of meas-
ures that pose challenges for international compe-
tition in Green growth.36 37  

Infrastructural and technology gaps as well as a 
weak institutional environment can, in some in-
ternational markets, increase the risk of operations 
and provide challenges for protecting and enforcing 
intellectual property rights. It can also be a chal-
lenge for securing a stable supply of and access to 
raw materials and other resources.38

There are also significant institutional challeng-
es related to administration and bureaucracy. Dif-
fering technical regulations and country-specific 
standards often put foreign competition at a disad-
vantage.39 Lengthy certification processes, visa re-
strictions to expatriate technical staff and rigorous 
customs procedures can incur burdensome admin-
istrative costs and significantly prolong the time to 
market.40 41 Difficult and costly paperwork is also 
particularly challenging for small and micro-sized 
companies that may not have the resources or ac-
cess to information to the same extent as larger com-
panies.42

Barriers vary with company size 
and experience
All decisions related to internationalisation are ul-
timately based on individual cost-benefit assess-
ments, however this process differs to some degree 
between SMEs and large companies. For a small 
company, the risk assessment is normally more 
complex, as capacity constraints and financing 
need to be taken into account to a greater degree. 
The fixed costs of internationalisation, in particu-
lar, affect the profitability of international oper-
ations more for smaller firms than larger ones.43 
Large companies normally have stronger expertise 
and financial capacity for investments, and the crit-
ical stumbling blocks are more often related to size 
and predictability of the financial returns. 
 
Companies have different skill sets, networks, cap-
ital and funding opportunities and therefore expe-
rience different barriers to internationalisation, as 
illustrated in the following picture. In areas where 
one company is weak and faces challenges, anoth-
er can be strong. By using and strengthening exist-
ing Nordic collaboration and networks, Nordic com-
panies can draw on synergy effects when reaching 
for foreign markets. Interestingly, the barriers to 
internationalisation are perceived higher for the 
SMEs that are not active or have plans to become 
internationally active than for SMEs that are al-
ready active in international markets.44 More es-
tablished companies also seem to experience few-
er barriers than younger companies.45 It is there-
fore key to promote expansion on the international 
market as early as possible to build experience and 
use existing knowledge and presence as a spring-
board for internationalisation.
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The international operations of large Nordic com-
panies have a very important role in acting as en-
try points for SMEs to new foreign markets by both 
creating export opportunities and facilitating the 
establishment of foreign operations through sub-

sidiaries or joint ventures. However, small and me-
dium-scale projects (SMPs) are also necessary to in-
crease market demand for environmental solutions 
and to create new markets, as illustrated by the ex-
ample to the right.

Nelja Energia AS – Market 
mechanisms for renewable 
energy

PERCIEVED BARRIERS OF INTERNATIONALISATION
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CASE STUDY 2

NELJA ENERGIA AS – MARKET MECHANISMS 
FOR RENEWABLE ENERGY

In 2004, the Norwegian energy company Vardar AS 
and NEFCO established the Estonian Energy com-
pany that became Nelja Energia AS for the purpose 
of producing renewable wind energy.

The rationale of the company was to enter the new 
renewable energy market in the Baltic countries, 
which was under development at the time, as well 
as the carbon market. 

Twelve  years later, in 2016, the company is the big-
gest wind operator in the Baltic countries, produc-
ing 38 % of the total wind energy in the region with 
an installed capacity of 233 MW and an additional 
150 MW under development. This can be seen as 
an example of an investment taking advantage of 
a new market mechanism. 

Company sizeSmall                                                                 Medium                                                                Large

Financing constraints, competence and skills shortages as well as relationship gaps are perceived as barriers to internation-
alisation to a greater extent by smaller companies, while regulatory and market barriers tend to be perceived as more severe 
by larger corporates. Darker colour indicates greater challenge. 

→ Maintenance of  
a wind farm in  
Noarootsi (Nuckö), 
Estonia.

Relationship
gaps

Regulatory
and market
barriers
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Bridging the gaps for Green growth

Over the last decades, the Nordic countries have de-
veloped solutions that can help combat global chal-
lenges such as resource scarcity and climate change. 
These solutions have already been implemented in 
many cases on the Nordic domestic markets in a 
well-functioning institutional environment and are 
now ready to be adapted for international markets. 
To be able to reach the same effects abroad, a long-
term approach is needed in which both local private 
and public actors are involved and work together.

A functioning institutional framework can mini-
mise barriers to internationalisation and facilitate 
Green growth by providing adequate support to com-
panies at the different stages of development. There 
are a number of public institutions in the Nordic re-
gion, both national and regional, that work along-
side the industry to promote investments in Green 
growth.46 Together, they enable companies to over-
come their main challenges of internationalisation 
by providing financial solutions and knowledge.

Financing solutions for 
Green growth
FDI have increasingly targeted emerging markets, 
from a Nordic and global perspective, with develop-
ing Asia being the single largest host region, with 
one-third of the global FDI flows in 2015.47 The in-
creased barriers and risks associated with invest-
ments in emerging economies mean that public ac-
tors play an important role in mobilising and com-
plementing private capital. Public-private partner-
ships (PPP) have been developed successfully to miti-
gate risks and overcome barriers to scaling up Green 
growth investments.48 Another example of a financ-
ing model increasingly being used for green invest-
ments is Energy Saving Companies (ESCOs), which 
make it possible to finance energy-efficiency invest-
ments through the future savings that will be gen-
erated.49 Other examples related to climate financ-
ing are described in NEFCO’s paper ‘Building Bridg-
es to the Future’. 

Despite progress in transitioning to green financ-
ing solutions, infrastructure investments are still 
constrained by limits in public finance, policy and 
market uncertainties.50 In the Nordic countries, 
the public financing institutions provide various 
types of solutions that complement private sector 
funding for innovation, investments and interna-
tionalisation. These include equity investments, 
loans and grants that are available to minimise the 
financing constraints faced by companies. Institu-
tions like the Nordic Investment Bank (NIB), NEF-
CO and the Nordic Development Fund (NDF) have 
an explicit mandate to direct funding and invest-
ments to projects with positive climate and envi-
ronmental effect. Others, such as the government 
innovation institutions in each of the Nordic coun-
tries, have selected projects or thematic areas relat-
ed to climate and the environment. 

The Nordic development finance institutions (DFI) 
have seen a strong increase in green investments 
during the last decade. Finnfund and Norfund, in 
particular, have increased their activities in the field 
of renewable energy; Swedfund has a strong track 
record within bioenergy, energy efficiency and wa-
ter supply; and IFU has increased climate-related 
funding. Export Credit Institutions have also in-
creased their focus on integrating climate and en-
vironmental concerns into their risk assessments 
in recent years, e.g. by following the IFC perfor-
mance standards.51 Just as with climate and envi-
ronmental issues, the Nordic institutions promote 
internationalisation in different ways – NIB pro-
vides senior loans, NDF provides grants, and NEF-
CO provides risk capital and other financial instru-
ments. NEFCO enables internationalisation by par-
ticipating in investments, facilitating Nordic ex-
ports and financing feasibility studies, as seen in 
the following example.

ENERGY-EFFICIENT PIPING SOLUTIONS 
IN BELARUS

The Danish company Salling Plast A/S established 
operations in Belarus with the production of shrink-
able casings, fittings and assembly bends for pipes 
for use in district heating and wastewater treat-
ment projects. A new production line set up in Or-
sha in eastern Belarus will boost the company’s 
production and provide sustainable piping solu-
tions for the Belarusian market.
NEFCO participated in the investment after hav-
ing co-financed the feasibility study through the 
Nordic Project Fund. 

The environmental benefits arise from reduced 
thermal heat loss when the piping solutions are 
put into use. Best available technology is used with 
recycling in the production, such as reuse of the 
polyethylene high-density residues in the produc-
tion process. The products also have important cost 
benefits. The company’s shrinkable casings are im-
portant sub-components of energy-efficient and 
cost-effective district heating systems, since the 
casings reduce leakages and maintenance costs 
of piping networks.

CASE STUDY 3
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→ Salling Plast's pip-
ing solutions contrib-
ute to reduced ener-
gy consumption and 
thermal heat loss.
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Tools for bridging relationship 
gaps and increasing knowledge
The global shift towards a green economy requires 
relationship building with and between private and 
public actors in both the Nordic and the interna-
tional market, as few companies provide an over-
all platform solution to environmental challenges. 
Instead, Nordic companies often act as component 
suppliers and are generally not able to promote large 
industrial projects alone. 

In the Nordic countries, industrial clusters and net-
works are increasingly recognised as an effective in-
strument in creating attractive environments for 
business development. These initiatives help com-
panies leverage on each other’s knowledge in inter-
national markets and are a way of providing overall 
solutions to environmental challenges. In general, 
possibilities for improved competitiveness and new 
business opportunities are the major driving force 
behind the development of industrial networks.52 
The development of industrial networks and coop-
eration has been actively facilitated by the public 
sector, in particular in Denmark and Finland, while 
Iceland, Sweden and Norway have seen a stronger 
role for private sector initiatives.53 In all of the Nor-
dic countries, industrial clusters and networks can 
be seen as supporting the development of Green 
growth however.

In the Nordic countries, several industrial clusters 
have emerged. In Denmark, for example, over 60 
companies are active in a wind power cluster in the 
Aarhus-region alongside companies like Vestas and 
Siemens. In Finland, there are fast-growing clusters 
in the field of cleantech, digitalisation and the bio- 
and natural resource economy. In Norway, over 75 
businesses are part of a regional cluster in Southern 
Norway focusing on maritime and offshore indus-
try, and in Iceland over 50 companies are engaged 
in a cluster within geothermic energy. There is al-
so strong potential to further increase Nordic col-
laboration efforts between national clusters in are-
as where the Nordic countries exhibit globally com-
petitive strengths.54

The Nordic support agencies work closely with clus-
ters to facilitate their development. NEFCO has 
worked with a range of companies in industrial 
clusters identified as having high potential for in-
ternationalisation. For example, over 40 of the com-
panies in the wind power sector in Denmark have 
been granted conditional loans for internationali-
sation through Nopef since 2009. 

PROVIDING EXPERTISE AND KNOWLEDGE WITH A GLOBAL SCOPE

The shift towards a green economy and increased internationalisation contributes to improved access to 
new foreign markets for solutions developed in the Nordic countries. Sufficient knowledge of export mar-
kets and the capability to identify foreign business opportunities remain a key challenge, in particular among 
SMEs. Broad geographical scope is reached through the various funds managed by NEFCO. The map shows 
countries (dark green) in which NEFCO has ongoing projects or projects under implementation. In addition 
to providing financing, NEFCO adds value and reduces risks by sharing its expertise and knowledge with 
the companies with which it works. 
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Growth through collabo-
ration and partnerships
The existing collaboration between 
Nordic public and private actors can be 
drawn on when entering internation-
al markets, partly by sharing networks 
and partly by using knowledge already 
attained by other Nordic companies es-
tablished in the desired market. By par-
ticipating in broader exports of Nordic 
solutions, small companies in particu-
lar can increase their chances of reach-
ing international markets. Just as in 
the Nordic domestic markets, where 
collaboration between several private 
and public actors enables holistic so-
lutions, the Nordic tradition of work-
ing together could create greater oppor-
tunities in foreign markets. As an ex-
ample, projects financed by Nopef in-
dicate that two-thirds of all Nordic SME 

companies co-operate with subcontrac-
tors from two or more Nordic countries 
in their internationalisation process.
The Nordic collaboration on district 
heating in Ukraine, as presented to 
the right, is an example of this. NEF-
CO’s experience shows that Nordic ex-
port opportunities arise more frequent-
ly in countries where Nordic companies 
are already established. Internation-
ally active companies therefore act as 
bridgeheads in new markets for com-
panies that are only active in the Nor-
dic countries. Hence, exports and FDI 
are strongly linked and often comple-
mentary. 

Increasing the market: District 
heating and energy efficiency in 
Ukraine

→ Hundreds of 
schools and day-care 
centres in Ukraine 
are benefiting from 
Nordic investments 
in municipal energy-
efficiency.
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CASE STUDY 4

INCREASING THE MARKET: DISTRICT HEATING 
AND ENERGY EFFICIENCY IN UKRAINE

As part of Ukraine’s efforts to reduce energy con-
sumption, NEFCO has actively been working with 
municipalities to improve energy efficiency in pub-
lic buildings and district heating systems. This ef-
fort includes 70 projects in 44 municipalities. The 
potential district heating market in Ukraine is 
huge, being a country of more than 40 million 
people. This work is largely a collaborative effort 
with funding from Sweden, Norway, and Finland. 
In addition, NEFCO receives funds from E5P (www.
e5p.eu) and cooperates with Germany and the 
USA in the identification activity. 

NEFCO’s efforts start out with small projects that 
pave the way for larger investments with financing 
from NEFCO as well as larger institutions such Eu-
ropean Investment Bank (EIB) and European Bank 
for Reconstruction and Development (EBRD). SMP 
enable NEFCO to support municipalities to start 
their reform path to increased transparency, finan-
cial sustainability and predictability and thereby 
increase the market. NEFCO’s objective is to in-
crease the creditworthiness of municipalities and 
utilities by allowing them to make rational finan-
cial decisions using the best available expertise 
and to give companies confidence in the market. 
This is a long process, but the path to success usu-
ally starts with one small step.

In addition to the positive climate effects, NEF-
CO’s reason for being active in this field is that 
the Nordic experience and expertise in the field 
is state of the art. Nordic companies are usually 
indirectly involved (with the exception of consul-
tancy companies) as supplier to local construction 
companies competing for contracts as they pos-
sess the technology with best energy savings po-
tential, however, this only works as long as some 
Nordic companies are active in the market locally.



20     21

A key message of this paper has been that new ways 
of thinking, living and doing business are needed 
in order to adapt to global trends and secure sus-
tainable development. This will require innovative 
thinking, new technologies and new platforms. To 
combat the global challenges successfully – such as 
population growth, water scarcity, exploitation of 
natural resources and climate change – knowledge, 
partnerships, financing and well-functioning insti-
tutions are needed worldwide. 

The Nordic countries are currently at the forefront 
of developing green innovations and solutions in 
areas such as wind power, biofuels, heating sys-
tems, geothermal energy, energy-efficient build-
ings and industrial processes. The move towards a 
carbon-neutral environment will create further op-
portunities for technological innovation and new 
business models. Many environmentally friendly 
technologies have already been implemented suc-
cessfully in the Nordic region and have the poten-
tial for even greater effects if implemented in for-
eign markets. Other types of innovations and solu-
tions need to reach and be adapted to internation-
al markets at an early stage in order to scale up and 
thereby achieve substantial and tangible effects. 

Through a wide spectrum of funding solutions, such 
as equity investments, project grants and support 
as well as tailored and competitive loan products, 
the Nordic institutions can work with private com-
panies and support them in reaching international 
markets and scaling up green innovations. The Nor-
dic governments have an important role to play in 
providing support and financial mechanisms that 
can facilitate the commercialisation and scaling up 
of proven green technologies. Assistance with ca-
pacity building and knowledge transfer, support 
for feasibility studies and pilot projects, and the 
development of public-private partnerships can be 
efficient tools for overcoming the lack of skills and 
market knowledge. 

NEFCO’s experience of financing SMP/SME projects 
shows that economic gains and environmental ben-
efits are often complementary and can be achieved 
simultaneously. Existing networks in the Nordic 
countries, such as industrial clusters, can also be 
drawn on in accessing and understanding interna-
tional markets – as well as in offering overall solu-
tions. These solutions and tools provided by pub-
lic and private actors in the Nordic region can of-
fer a substantial contribution in combatting global 
challenges and securing sustainable development. 

Partnerships between public and private actors can 
mitigate the risks associated with introducing new 
innovations, particularly by enabling SMPs com-
plemented with relevant information and train-
ing. Collaborations through SMPs can, for exam-
ple, help to overcome weakest link problems, where 
each individual actor possesses specific competence 
relevant to the project but at the same time depends 
on many other actors to succeed. Examples of infra-
structure investment through SMPs include irriga-
tion systems for smallholder farmers, infrastructure 
development for production and distribution of bio-
diesel, off-grid rural renewable energy, and the use 
of ICT infrastructure within the agricultural sector 
in developing countries.

Public financial institution can play a vital role in 
encouraging international growth by facilitating ac-
cess to international markets for green technologies 
and solutions. Financial support for feasibility stud-
ies, capacity building, pilot installations and dem-
onstration projects have proven to be cost-efficient 
mechanisms in programmes such as Nopef and the 
Nordic Climate Facility. Pre-studies are also an effi-

cient tool in minimising relationship gaps and at-
taining the necessary information concerning reg-
ulations in foreign markets, and they enable com-
panies without operations in a foreign market to 
become familiar with the local business landscape. 

Nopef’s experience of financing feasibility studies 
shows that some 60 % of funded projects have re-
sulted in a new foreign market establishment. The 
remaining 40 % should not necessarily be consid-
ered failures however – it is often an informed de-
cision not to enter a foreign market as the prereq-
uisites for profitable business are not in place. Ca-
pabilities and skills shortages can also be managed 
through the DFI partnership programmes. These 
programmes enable partnerships between Nordic 
companies and companies in low income countries 
to increase skills, knowledge transfer and capacity 
with the local partner. 

Concluding remarks

←Stormy waters. Nor-
dic investments in 
Green growth will also 
benefit the ecological 
state of the Baltic Sea.
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The Nordic Environment Finance Corporation (NEFCO) is a fi-
nancial institution established in 1990 by the Nordic govern-
ments to address environmental priorities and projects ini-
tially in Eastern Europe. Since then, the governments have 
given NEFCO further assignments that address environmen-
tal priorities and projects globally. 

Towards 2020, NEFCO’s vision is to further deepen and broad-
en its role as a visible and potent investment partner and fund 
manager for SMPs relevant to the environmental priorities 
set by the Nordic governments and to continue to contribute 
to the generation of positive environmental impacts in the 
Nordic regions and globally.

The mission for NEFCO as an IFI is to generate added value 
for the Nordic governments and the countries where it op-
erates through its positive environmental impacts, based on 
NEFCO’s competitive advantages as a financier owned by the 
highly rated Nordic states.  
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