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Mitigating climate change is humanity’s 
most significant innovation challenge. 

The climate tech sector—including entrepreneurs, 
universities, investors, policymakers—will be critical in this 
effort. 

Yet it’s not clear whether the climate tech sector is currently 
able to deliver upon ambitious climate goals.

Through a literature review, data analysis and a series of 
expert interviews, we set out to better understand the 
innovation and investment gap in climate tech.



Key findings



1. There is an urgent need to support early-stage climate tech innovation
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46%
of the emission reductions 
needed to reach net-zero by 
2050 will come from adopting 
technologies still under 
development.

6%
Just 6% of private investment in 
the sector went to emerging or 
early-adoption technologies in 
2021.



2. Funding for early-stage climate tech firms is not consistent with sectoral
contributions to global emissions.



3. There is a misalignment between public funding and the requirements of 
the climate tech sector.

Public funding plays a critical role in spurring the 
development of immature technologies, particularly by 
supporting early-stage innovations that the private sector 
may deem too risky. 

However, the manner in which public funding is provided is 
too often poorly aligned with the requirements of the climate 
tech sector.

- Public grants often lack flexibility, making it difficult 
for climate tech firms to innovate as they grow. 

- A reluctance to support technologies with higher-
risk profiles stymies the development of the 
transformative innovations necessary for net-zero.



4. Greater diversity of funding sources will spread risk and accelerate 
climate tech investment.



Implications



Implications

Investors should tailor their climate tech investment 
strategies to maximise their impact on realising net zero. This 
includes diversifying and balancing their portfolios of climate 
tech investments to account for the complementary roles that 
different climate technologies will play in a net zero future, as 
well as variation in the risk profiles of investments and their 
timescales to maturity.

Governments should consider increasing public support for 
early-stage innovation in higher risk-reward areas. In 
particular, adopting a mission-oriented approach to public 
investment may help governments to assume a more 
assertive role in catalysing the innovation necessary to 
counter the climate crisis.

Universities and policymakers should do more to ensure that 
early-stage R&D is translated into scalable technologies with 
real world impact. 



Thank you
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