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BusinessFinancein the Arctic at a glance

Cracking the code to an efficient, sewodking, and wettoordinated business financial ecosysténe Arctic is key
to enakihg businesses to grow. The main aim of the studgéra better and deeper understanding of the situ
regardng mal | and medi uSkESgandsterd peft acpebssesd (i nance
recommendations on howitoprove the investment climate across thecArcti

Main findings

I One of the main tasks of the stidgbeen to undertake a mapping exercise of the public programmes ang
that provide business finance to sigg, micrefirms and SMEs locatedtime Arctic. The objective was to cre
an easy to access register of the available funding pregyfanthese businesses. The mapping rasaitablén
Annex 1lis a tool that can be usadd perhaps further developey businesses and other actors

The study also investigates the demand, the advantdgisadvantages more gendaalthe establishment of a
Arctic Investment Fund. It has not been possible to recommend one specific roudatianganinodus operand
of such a fund, but atsaf recommendations have been developed in this regard (seetpéige

In general, the study finds that access to public funding and support for business development in most
seermsto be at tklevelof other developed countries. The supply of public business promotion programmes,
EU programmesneesthe demand in most parts of the Arctic

The study points toward some challenges related to bank lending and mortgageomgetisnbetween banks
is limited particularly isome rural areas. This means that finance to some projects that might have recei

in other areas is denied, and/or the lending rates are higher than elsearbaseoutside the biggest towns wit

bank offices, itanbe more difficult for SMEs to obtairedit andank loandMortgage lending, especially in rurd
areasnot common in the Arctic, due to low real estate pfibese issuamderline the importance lo&ving in

placepublic loan and guarantee scheeme

The biggest challeng®ncerningaccess to finance for SMiEs lack of venture capitdlespecity for the early
expansion and scalp phaselLack of venture capital impedes growth in all Arctic regions. The problem is

an insufficient supply of venture capital but also a lack of venture competence, and a lack of tradition a
of receiving and acceptwventure capitahlthoughsome initiatives to expand the provision of venture capita
already been taken in several parts of the Arctic, the creation of a stronger venture capital ecosyste

important but also loAgrm task.

Recommendations

As the findings of thstudy point to, it wilbe especially important to improve stagp s 6 and SMEsd
capital. This is where the need seemsh@hbestwhere Arctic conditions differost significantly from elsewhere, g
where the impagbn scaling busisgsand creating growth and jobs aregitgatest-rom this backgrounde recom-
mend that relevant Arctic stakeholders including governments, business and investment promotion agencies
tional institutions and organisations:

I Collaborate on common marketinghodticinvestment possibilities
1 Establish an Arctic investment platform that can facilitate investor network and experience sharing
)l

Develop an Arctic lighthouse stapt and investor event to attract international tongeand strengthen th
startup community

Increase the promotion of youth entrepreneurship to strengthen entrepreneurial skills among the Art
Ensure better access to crowdfunding byApetic collaboration and alignment of existing crowdfurpdatg
forms

Engage large enterprises in the-sfagdommunitied they are potential investors, mentors and clients for
SMEs

Develop the Arctic Investment Protocol to make it more prictipplicable
Strengthen publigrivate synergies and dodletion in promoting stanips.

Finally, we recommend the Arctic governments to work together with the private venture industry to expand
of venture capital. This may be done through the establishment of an Arctic Investment Fund notvichonglecapital
to existing regional and national venture funds.




1.Summary and Recommendations

1.1 INTRODUCTION
The prospects for business development in the Arctic are eaalbitige manrtic business
and economic developmempiportunities have beamlldocumented in recent ye@se ofthe
key projectsdocumentinghe business development prospects in the Arctic waspeshen-
siveknowledge base launched by the Nordic Council of Ministers (NCM) amdtith&co-
nomic Council (AEC)n January
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nated business finaal@cosystem

in the Arctic is key to enabig the Arctic businesses goow and taaccess the huge untapped
potentials following the increase in commercial transportation opportunities in the Arctic, closer
integration of the Arctic business community with the world market, easier himessuoces,
increase in tourisratc.

From this backgrourttie DanistMinistry of Foreign Affaifsas commissioned the present study

on business finance in the Arclice main aim of the study isg@ina better and deeper under-
standing of the situationregardBME® and ps®Bamttcess to fiamdance i
to develop recommendatsoon how to improve the investment climate across the Altotic.

views, thoughts, and opinions expressed in this aepdhose of the autlsanddo not neces-

sarily réectthe vievg of the Danish Ministry of Foreign Affairs.

Thestudyprovides:

A A mappingof the currentArctic landscapef institutions, initiatives and prograes
offeringfinancepossibilities foBMEsand starups(Chapte2 andAnnex ).

A An analysis of the invesint climate anSME® and psHamiccess to fi
Arctic (Chapte).



A A mapping and assessment of cucesgsborder cooperatioan business finance as
well aghe possibilities for strengthenitigs Chapte#).

A A mapping and assessment ofciimeent as well as potential futwrie of international
funding agencissich as NIB and EIB providingbusiness finander SMEs and start
upsin the ArctiqChaptes).

A Recommendatiorm how to improve the investmetimate andME$ andips®Dar t
access to finance in thgic. As part otthis an assessment of the need and feasibility of
setting up a crogyctic investment fund presented

Werecognis¢hat the development of a strong and coherent financial ecosystem a&ross the

is not easilgchievedFirst the Arctic areame all sparsely populated. This means that economies
of scale are difficult to reach, addimgh transportatiorandcommurication costso the chal-
lengesSecondly, even though the geograpdmeabk huge, total population sizes are small and
divided betweedifferentparts of the Arctié with different business cultures and financial regu-
latiors andgovernanceystemsThese factors are difficult futndamentallghangeespecially in

the shorterm Butas the studgemonstratethere arseveral actions and tools that can be applied
to improve access to finance for SMEs andwgiaracross the Arctiespecially if calboration
across thdrcticregardingccess to finaneeincreased.

Arctic businesses are, on average, small. The EU definition of an SME is a company with 10 to
250 employees. In practicanyArctic companiesre micrdirms with less than ¥imployees.
In this reporimicrofirms are encompassaaderthe reference to SMEs

The study has been prepared by Oxford Research in cooperation with Nordregio and Lauritzen
ConsultingData for the studiave primarilypeen collected through desk reseanttonline

mapping of existing prograres, initiatives andrganisatios providing funding for staiaps

and SMEs and a comprehensive interview programme coveioticakrritories Around 70
in-depthinterviewshave been carried out with repressmas from business communities, re-

gional and national authorities, regional development and business support agencies and financial
institutions.

As part of the analysi®havefound evidence that many SMEs find it difficudetioan overview

of possibilitieor funding and support, and that this may pehblem It was therefore decided
to elaborate a comprehensive mapping of these possibilities and present them atesssasily
ble form.

Chapter 2 introduces results fribramapping of institutions and prograss providing finance
to SMEs across the Arctic. The mapping insfode types of institutia international authori-
ties and institutions, national authordies institutions, regional authorities and instit,/aoas
private banks. The first three categories are all subject to government finance and governance.

The mapping cover

1 10 international programmes, with the fungingarily provided through Ewvide
schemes that provide financial support directly to applicants or intermediaries

1 78 national public programmes with the funding managed by authoripasdipeatily
target the businessn the Arctic;



1 10 regional schemesthithe funding provided by organisations that are headquartered in
one of the Arctiterritories with the funding provided to two or more regions, either di-
rectly to businesses through public programmes or via intermediaries;

1 29 banks with branches basethe Arctic.

Overall, the number of prograres seems to be high and the Arctic countrieswslied with
public and private financial possibilities. On the public side prgreorsupport staxips and
SMEsare in plageganging from subsidiesdaguarantees to business adpicgrammeson-
necting SMEs to existing companies, research and education institutions, etc.

Howevermany respondents from the private sidphasisthat access to capital is limited and

that the publiprogrammeand pultic supportareneeded, demanded and appreciMesdtre-
spondentparticipating in public programniedicate that they will allocate availsseurcet

business projects by the end of the progr@ndumetion. This suggests that theeesignificant

need for the money offered by the public sector and opportunities to expand programme budgets
going forward.

It is promising that there will be an apparent continuity in service provision, with most public
authorities indicating that theylwibntinue with the public support after their existing pro-
grammes have come to an end. Therefore, there are ckanmhooygportunities in coordinating

with public authorities to developActic-focused agenda.

In conclusion, the mapping results sagthat there is a welitablished public sector business
financing architecture thathere relevantould be better coordinated and animated to address
the specific concerns of stapis and SMEs in the Arctic region.

Chapter 3 provides an analysis of the investment climates of each of the Arctic territories, including
structures for publiprivate cooperatiolVe focus on the climate for entrepreneurship/sfzst
the system for promoting access to finance, andleéhaf foreign capital for SME finance.

The study points toward some challenges related to bank lending and mortgage markets. Compe-
tition between banks is limited, particularly in some rural areas. This means that finance to some
projects that might kia received finance in other areas is denied, and/or the lending rates are
higher than elsewhere. In areas outside the biggest towns without bank offices, it can be more
difficult for SMEs to obtain credit and bank loans. Mortgage lending is, espaaiallpareas,

not common in the Arctic, due to low real estate prices. These issues underline the importance of
having in place public loan and guarantee schemes.

The biggest challenge concerning access to finance for SMEs is a lack of ventordloapital

early expansion and sagtephaseThe problem is not only an insufficient supply of venture
capital but also a lack of venture competence, and a lack of tradition among SMEs of receiving
and accepting venture capital. Although some initiativesum ¢l provision of venture capital

have already been taken in several parts of the Arctic, the creation of a stronger venture capital
ecosystem remains an important but alsetémngtaskThis includes the need forc o mp et e n't
c a p ji.e. envesiordiat not onlynvestbut also participate in the development of the enterprise

with their sector knowledge and business experience.

Perhapsecause dhelimited venture capital thereilssome Arctic regionalsoa shortage of
supplyfor more sophisticated financial prodwsttsh asubordinated capital, which may be a
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good supplement to bank loans and venture capital in somicasesents by foreign venture
capital funds are not yet commonplace in the Arctic.

Access to foreign capiteimportantand in generalore international investmeatg welcomed

in the Arctic With a few exceptions in the areas of fisheries we have found no regulatory barriers
to foreign investments, aimdalmost alterritories large enterprises whichsurbsidiaries of for-

eign companies or conglomerates presenin some instances, theanbe local or regional
concernsbout the effects of larger projects (both when undertaken by national and by foreign
investors) abouhe effects on the environnteor on local living conditions. Thesecerngan

be accommodated througtiingeninvestment principlesich ashose described in the Arctic
Investment Protocol.

In Chapterd we introducémportant international institutions and poljdiedudinghe Arctic
Council,the Arctic Economic Councilhe North Atlantic Cooperation (NORA), the Northern
Sparsely Populated Areas cooperation (NSPA), Kangicil of Ministerand Europearinion
policies. InChapter5 weintrodue the key international financial institutitives European In-
vestment Bank, the Nordic Investment Bank and NIEFC

The strategic focus by intergovernmental organisations on business development in the Arctic has
grown duing recent years. Programmes to suppopiecéion projects for business development
through grants are in place in the Arctic, principally through EU and Nordic programmes. Many
transnational and craserder copeaation projects have been implementethd the past two

decades and relations have been built bebmégoritiesinstitutions, organisations and SMEs

across borders. The transnational and-boyder cooperation projects concerned with business
development are managed by business supganmisations, cluster organisations, business incu-
bator environments, education institutions, public authoriti€@yettime, the cooperation pro-

jects have developed from building networks to resulting in more concrete business development
and growth.

Both the European Investment Bank (EIB) and the Nordic Investment Bank provide opportuni-
ties to improve framework conditions for SMEs throughvastments in infrastructure projects.
Thefinancial institwbn NEFCO has docuson sustainable infrastruce developmenparticu-

larlyin RussiaToday,he EI B group provides the stronges
access to finanaérough financial intermediariasd mechanisms are to some extent being uti-

lised in the Nordic Arctic todayhere $ no international financial insitatcovering all the

Arctic.

Improved access to finance$dMEsand starups is importanwith regard tpromoting business
growth in théArctic. As the findings of the stuithgicateit will beespeciallynportant to improve
access to venture capitathe early expansion and scgl@hasesThis is where the need seems
to be biggestivhere Arctic conditions differ most significantly fedsewhereand where the
impactfor promoing economigrowth and jobsthe greatest

Based orthe analysisve have developed recommendations and ideas on how the investment
climate and access to financeSlEsand starups across the Artic can be improved. Some of
the recommendations miagpossible to implement relatively quickly. Other recommendations
will need more significant investments and take tilkytdevelop and implement. We recom-



mend_ a dual focus on the shterm(to  Figure 12: Prerequisites for business growth in the Arctic
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1.6 RECOMMENDATIONS
Based on our analysis we submit the following recommendations

1.6.1 Develop @mmon marketing of Arctic investment possibilities

The analysis points towards limited access to both mvgpkets and financial markets as a prob-
lem that can be reduced through combined efforts. Arctic comparoesaaeragesmall and
often findinternationalisatiodifficult. They can benefit from support in reacpioigntial cus-
tomersandinvestors wddwide.

Investment from foreign investors is a necessity if the Arctic ecoamri@seep trackvith
other economies. It is necessary to promote increased awareness and knowledge about the Arctic
to potential international investors.

RecommendationDevelop mmmon marketing of Arctic investment possibilities
To increase international awareness and knowledge about Arctic possibilities we re
that:

Arctic governments agree to fund an effort to market Arctic invegpissittilities

1

91 Professional international intermediaries are commissioned to collect, proces
seminate information about Arctic investment possibiltgesatiomlly.

1 Current activities such as the Arctic Yearbook should be incorporated in thes
efforts

Severahitiatives to market Arctic prospects have already been taken. Exéingsesclude
the Arctic Yearboolcfeatedy the Northern Research Foruamdthe University of the Arctic
Thematic Network (TN) on Geopolitics and Sequrity


http://nrf.is/
http://uarctic.org/SingleArticle.aspx?m=703&amid=7615
http://uarctic.org/SingleArticle.aspx?m=703&amid=7615

Gathering, processing and disseminating information about investment opportunities in the Arctic
through international media, international finaoemmunities and centres, and through social
media will require the assistance of professional international intermediaries., rhisinill

require funding from Arctic governmebist we believe that thiguld be a gad investment

Our analysis demonstrates a gap, evident across the Arctic, in access to private venture capital
investments when staps or established SMEs need to scale up their businesses. In some parts
of the Arctic startips in ICT, biatchnology and othknowledgentensive industries attract eq-

uity investments from venture capital funds in the capital areas and in some cases from abroad. In
this process there is a tendency that swhstrieselocate their business to tiagionalapital

to be close to investomndto gain better access to networks and markets. Fuwthkeour

analysis has pointed to issues with venture capital investors outside the Arctic being challenged to
see the potential in stas in new areas of bioteology, cold climate or largeale indusgr

related technologidsitiatives to establish a parctic investment platform thereby naturally link

to common marketing of Arctic investment possibilities. An investment platform would consist

of a network aoiss the Arctic bringing togethmiblic venture fundgyrivateventure funds and

angel investorand other interested parties such as crowdfunding platforms

The first step would involve establishing the network. This may start with pukictdenven-

ture capital funds and key business support organisations across the Arctic. In Northern Sweden,
NorthernNorway andNorthernFinland cooperation to establish an Arctic investment platform

is already underway. In the autumn of 2018, a feasibilitig stutjuctedxploring possibilities

to align public funds as well as private caitdeholder workshops to discuss the demand is a
significant part of this proce&mnce these crof®rder partners have identified a form in which

to launch and operatgkatform theycouldinvite stakeholders from elsewhere in the Arctic to
participate in the network and/or to facilitate establishing parallel and collaboratingeiséworks
where Stakeholders can consider whether an Arctic investment platform would benefit from a
specific sectoral focus or sudtworks that focus on different sectors. The ongoing work to ex-
plore possibilities to establish a platform in Northern NoNaathern Sveden andNorthern
Finland operates with a focus on enterprises

Attracting private investors to consider potential investment cases would require looking outside
the Arctic and for the investment platform to connect with irgdriegérnational venture capital

funds. The network can approach this through identifying private investors that can act as ambas-
sadors, utilising their networks and inviting international investors for investor meetings/events
that bring together the potel investment cases with the private investors.



Recommendation: Create an ArcticnvestmentPlatform
To strengthen publiprivate investor networksidto strengthen access to venture capit
the Arctic we recommend:

1 Establish an investor ta@rk building on the structures in place across the A
Public or serpublic funds/institutions can take the lead in bringing together inv
and to serve as coordinators in the Arctic Investment PlaBorichon the experi
ences from the ongoingtiatives in Northern Norway, Northern Sweden and Nc
ern Finland to create an Arctic Investment Platform.

In parallelpublic institutionsanpromote the continued development of a culture
business angel investments, creating awareness about the benefits and invitir
investorswomen and metg familiarisethemselvewith business case opportuniti
This can also be promotedahgh exchange of experience through the Arctic In
ment Platform.

Use the platform to exchange experiences on methods for establishipgiyatiel
venture funds.

In parallel, the public/serpublic partners in the investment network will benefit from continued
efforts to build up a culture for angel investors. Signifidietlyenture fundsingel investors

not onlycontribute with finance, but also experiendenatworks, e.g. they assisentrepre-
neursvhen applying fdrankloansand use their networks to ensure further investment. In several
places, stakeholders highlight that potential investors are Ipoegigriut that they tend to in-

vest either dg within the same (traditional) industry, the stock market or in real estate. Establish-
ing a business angel culture involves creating awareness about the dosgibtknggl inves-

tors, developing good examples, and communicating the good mdshbéisedits of investing
locally/regionally. As part of the analysis, we have idegwifidgbractices for publiczivate ce
investment schemes to establish business angel funds and venture capital funds. Stakeholders in
the Arctic would benefit from exafiging experiences of establishiAgwestment funds.

Finally, he platform will aturallycontain digital componento facilitae communication. This

could includean overview of companies that have already received angel farashathgr
sources of fundinglhe European Commission has recently launched the Innovation Radar,
which is a datdriven online tool providing easy access to innovations supported by EU funding
and the innovators behind theifhis can be a portal from whareseek inspiration.

1.6.3 Develop acrossArctic lighthouse start-up and investor event

Largescale events gathering stqnd, large companies and investors are increasingly used as a
tooltoimprovestat p s @ access t o pot en triamatountriasyregoonsor s a
or cities as attractive stapt ecosystems. The advantage of-ta@eevents is that it becomes

easier to attract investors internationally. They also function as platforms to engage local business
champions and business angetbe starup community. Eventuch asSlush in Helsinki and

Lhttps://www.innoradar.eu/
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TechBBQ in Copenhagen have helped strengthen thepstadsystems in the respective regions
and put the two cities on the magerms ointernational tech investors and siad.

To gain critical mass amgrege the attraction of internatiomalestors, an annual joint Arctic
startup and investor eveabuld be organised in collaboration wational andegional devel-
opment and business promotion agencies and the-gqubéd investment funds. Preferably
such an evewould take place inéghArctic and could rotate between the largest cities/towns
across the entire Arctic region.

Recommendation: Develop an Arctic lighthouse staup and investor event
To gain critical mass and ease the attraction of international irwvesgirengthen starp
communities in the Arctic we recommend that:

1 Relevant regional business promotionce®mand publiowned investment fund
should collaborate in developing an annual joint Arcticgtantd investor event

The event should be built around existing organisations aug staehts in the Arc
tic countries such as tRelar Bear Pitchireyent.

Regional and national business promotion agshoiglsconsider providing compe
itive travel grant® ensure participation from stapsacrosghe Arctic in such ai
event.

Due to travel time and logisticsaihbe more difficult to attract crowds of investors andigtart

to an evensituatedn the Arctic As a beginning, an Arctic stapt and investor event could
therefore be held as a side eveahéoof the existing largeale events in the Nordic capitads

Slush or TechBB@owever, heannuaPolar Bear Pitching event in Oulu shows that itsis po
sible to attract people to events in the Aratid this could be considered as the next step. The
Polar Bear Pitch has succeedeaditiactingnternational awarenesslhasstarted to attract par-
ticipants from abroad\ larger pafArctic startup andnvestor event coultb startwith, possibly

be arranged around the Polar Bear Pitching concept, which has already proven successful. To
ensure participation from stags across the Arctic in Arctic starup and investor event, busi-
ness promotion ageies could also consider providing competitive travel grants for their most
promising stasips to participate in the event.

1.6.4 Promote youth entrepreneurship

Outmigration and an increasyngging populatian the Arctic call for measures to create attrac-

tive living conditions and jobs for young people. We have observed examples of programmes in
place to specifically promote youth entrepreneurship, most often focusing on individuals in the
agerangeof 1830 years. The purpose of designing programmesigrsjeecifically for young

people is to create awareness about the opportunity tqpstabusiness, to bring together the
young entrepreneurs and build networks, and to pemditeonabdvisory support. The young
people have limited or no weifle experience andill generally be more insecure and benefit
from mentoring and discussisgues witlother young entrepreneurs. One of thedkegs of

focusof the programmes in place is to provide pitch training for the entrepreneurs to prepare
them for meeting the bank and potential investors.

11



Recommendation:Business support structures to promote youth entrepreneurship
To support diversified jobeation and the attractiveness for young people to remain or
to the Arctic, business support systems should pay attention to youth entrepreneu
recommend that:

1 Business support organisations can benefit from building networks and exc
experiences on approaches to promote youth entrepreneurship in the Arctic.

1 Developing an Arctic network for business support organisations also provide
for collaborative projects bringing together young entrepreneurs from across
tic.

Already there is an examplglaceof a transnational cooperation project being implemented on

the topic,namelythe RYE Connect project funded by the EU Northern Periphery and Arctic
Programme. Building on the experiences of partners in this projeetwihidx can potentially

be expanded or inspire new transnational cooperation projects. Arctic cooperation between busi-
ness support organisations and incubator environments can serviola fhuegose. First, the
business support actors can exchangeenges and improve current approaches to supporting
youth entrepreneurship. Second, the young entrepreneurs will build international networks. Third,
collaborationfor example around pitching eveptsvides opportunities to utilise communica-

tion channks to demonstrate, also to potential investors, the growing entrepreneurial culture of
young people the Arctic.

1.6.5 Ensure better access to crowdfundinghrough pan-Arctic collaboration

Crowdfunding has traditionally mostly been usezbfamingdonationgor philanthropic non

profit projects. However, crowdfunding for business ideas angstatevelopingncreasinyg

rapidly and has, according to the international crowdfunding platform Crowdfunder.com, now
surpassed the global market for angeltmeass. Crowdfunding for businesses can come from
lending, selling of shares (equity)medelling of products and/or services that argetdinally
developed/in production. In some cases, there are synergies between the marketing of investment
prospects to possible investors and the marketing of the new product or service to a broader
audience. Since the amount of money that can be raised through crowdfunding is still limited, i.e.
in comparison with larger venture investments, crowdfunding asca foarce seems most
relevant for entrepreneurs, smaller-g@stand micrccompaniesMoreovey crowdfunding

seems to be especially strong as a financial tool for companies/business ideadfiftering a
mover advantagedpeciallglesigned/innovativeonsumer products) or with a higher purpose
(supporting the community, improving the environment etc.). Especially the latter seems to fit well
with the agenda on promoting sustainable business development in the Arctic.

12



Recommendation.Better access to crowdfundinghrough pan-arctic collaboration
Internationallycrowdfundings increasingly becoming a key fundingféoa@ntrepreneurs
smaller staiips and micro SMEs. Some Arctic regions are already experimenting wit
fundingplatforms but togainthe neededritical massf both projects and investor we r¢
ommend thatasting crowdfunding platforms operators and involved public bodies ¢
the possibilities of:

setting up a paArctic crowdfunding platform and/or;

increamgcollaboration and alignment betwienlocal/national platfornggving ac-
cess tdoth investors and projeetsross thérctic;

how public funds could be used for matching investments with crowdfundir
forms

Someexperimergwith crowdfundinglatformsare evident in the Arctic tod&lowever most

of these are small and seem to have difficulties in attemctugicritical masbothin terms of

projects and funders. A panctic crowdfunding initiative could therefore be developed. Inter-
viewed stakeholders haraphasisethat the local aspect and anchoring of the actual platforms
will be important, since local relations and the community aspect still seerunold®ental

pillar in promoting crowdfunding in the Arctic. However, increasing collaboration and alignment
between the different local platforms promoting projects and giving access to funders across the
different platforms would increase the possifulitgreating th@eeded critical mass. Naturally,
crowdfunding initiatives should be wefjulated and have strong filtering and control mecha-
nismsto avoiddubious projects. This wik especially importantpliblicfunds are involved in

the establishment/running afch platforms.

Also, public authorities and crowdfunding platforms could explore how public funds could be
used for matching investments with crowdfunding platforms. In Europe, some public authorities
have already set up their own crowdfunding platfoiisr&o-i nvest with the 06mo
crowdfunding platforms in the region. In the short run, a seminar could be organised with the
European Crowdfunding Network and other similar organisations in the Artic to understand good
practices on partnershipstween public authorities and crowdfunding platforms, to stimulate the
replication of matefunding schemes in the Artic.

Crowdfunding will probably remain a subsidiary and minor source of espitailly when it

comes to providing equity which aldy a complex mattéwyt it can be a good instrument to
make the international communities more aware of Arctic possibilities.
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1.6.6 Engage large enterprises in the startup communities

Internationally, we see a tendency that large enterprises incregsiggly estatip communi-

ties and collaborate with, invest in or acquireutaiThiswaytheygainaccess to new innova-

tions, new technologies, knowledge and talent and they build up reputation avdabeaeds

by investing in local communities. Iglabal survegentto large corporationsonductedoy

Crowd Companies i n ¢ onnTaeCtoirgr rvaitteh |tnmepivra ta nomnr
50 oftherespondents have answered that they invest inpaas part of their innovation strat-
egiesSmilarly startup eventsuch a$lush and TechBBQ are increasingly focusing on partnering

with large companies and bringing the companies angsteogether.

Recommendation:Engage large enterprises in the statip communities
Large companies increasingly play a key role as investors, mentors and collaborati
for startups and new innovative SMEs, we therefore recommend that:

1 Local starup labs, incubators, accelerators and business support orgainiSaEase
and systematiselationbuildingactivitiedetween large established compapies
ating in the Arctiand the local stamp communies.

Local stakeholders, as well as dvosder and international bodies in the Arctic, ¢
as the Arctic Economic Council, explore the possibilities -@frpn collaboration
on the topic, i.e. throughematic/sectoral networlesxperience sharingatchnak-

ing events and business delegatidnscould also be in the form of challebgsed
pl atforms where | arge companiesd c
startups.

Some of the large companies operating in the Arctic are already investiupgasthBMES.

But there seems to be a poterfitieboosting and systematising the engagement of large compa-
nies in therctic startup communities much maitean is currently sednis first and foremost

a job for startp labs, incubators, acceleratorsbasthess support organisasitinfacilitate the
relationbuilding between the large established companies and the lagatstarhunitylHow-
everthere is alsa potential in enlarging both the corporate and theigthase if incubatand
accelettar programmegenterinto panArtic collaboration. This could be through thematic/sec-
toral networks, physical and/or virtual matchmaking events and business delegations, where large
companies and stanps across the Arctic can meet and build relatioasArthic Economic
CounciJwhichhas a solid base of established business among their nuemloeatso consider

if they could promote increased corporate engagement in the Aratigc stantmunities. &

could be done througixperiencsharing on theapic among members, reaching obusiness
promotion organisationseing present at stag events, etc. We recommend that stock is taken
from such practices across the Arctic.

It can also be considered to develop aypetic challengbased platfon where large corporates

from different sectors would be invited to present their challenges and Arops stawtd pre-

sent solutions to those challenges. The finalists could be granted money to facilitate further cor-
poration developing and implementine proposed solution.

1.6.7 Consider the potential of anArctic Investment Fund

Part of our mandate from the Danish Ministry of Foreign Affii@érbeeto investigate support,
demand anthe advantages and disadvantaga® generally of the establishment of an Arctic
Investment Fund (AIF). An AlIF would be a relatileetyefund (compared tthe currentlgxist-

ing funds in the Arctic) covering the whole, or substantial parts, of the Arctic. An AlF could be
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constructeddeveloped and governed in various wayeur interviews and discussions with
stakeholderin the Arctic we have primarily asked about general demand and needs for such a
fund, and the general possibilities of attracting invéliszassions orhe spedicities of such

a fundhave been secondary

Concerninghe potential demand or need for more capital, some respondents, not surprisingly
especially from the side of business communities, welcome and support such a fainst. When
cussingn more detailwdhr e pot enti al 0 h currentdyexist,itns cléarlyntreen c i a |
venture/equity aredt has been stressed thatriest weklfunctioning venture funds should be

able, in addition to equity, to supply foreign capitah thg.form of subatinate loans.

Discussinghe general prospects of attracting investors and dapatadational financial institu-
tionssuch ashe European Investment BarikiB) andthe Nordic Investment Bar(kIB) have

an interest, and to some extent also an obligetiprovide capital to all Bdember stateand

the Nordic countrieandthe EIB can also to some extent invest in projects outside the EU. The
business model of both these institutions, however,-iskolending, often achieved through
guarantees fro public authoritiesThis makes it difficult for the banks to provide capital for
venture investments, both directly and through intermediaries. As an additional problem, some of
the banks we have interviewed see cooperatiothe/EiB and NIB as diffialt, requiring a
substantial amount of administrative resources to comply with demands for documentation, agree-
ments, evaluationstc. We have, however, also spoken with banks that ske these require-

ments as a major obstacle.

Discussing the struceuand governance of an Atffost observers point to a ndeda twolayer
structure, where an AlF would function as a-affdnds, or througfiinancialintermediaries

that haveclose contaawith businesses that have received capital. Most intena¢suvessess

that a welfunctioning AIF should have an obligation to invest in all Arctic regibmet hae

specific quotas for provision of capital to each single region. In other words, competition between
projects in different regions would be @&ssa&ry ingredient in the establishment of an AlF.

Regarding discussions on costspatentiabusiness modsior an AlF, interviewees point to a

needfor limiting administrative costgimarily by not establishing a completely new financial
institutonand of | imiting investor s §limtingaskinprd8e si de s
tice will require syndication with strong regional institutions and/or funding or guarantees from
public authoritiedt should also be considered how to attracatgrcapitataking into consider-

ationthe challenge that most private investors want to invest directly in larger projects or directly

in regional funds rather than indirectly in a-bfrfdnds.

Intervieweesspecially in Icelanishve pointed to a spéc need for vehicles allowing pension
funds and other institutional investors to invest inlis@d companies. This is not possible in
Iceland due to tightened reguldaiafter the financial crisis. Pension funds can, however, invest
jointly throughinvestment funds hey prioritiséongterm investments theanonly be achieved
through investing in lortgrm assets like infrastructaréhroughthepooling of smaller projects.

Other interviewees have questioned whether an AlIF would be an @ppagardasation to deal
with provision of capital to SMHE3rovision of apital to larger enterprises would be a more nat-
ural task for such a fund. These interviewees suggest that a fund could be cremigdlbyhich
or perhaps as a permanent assignsteuld invest in larger infrastructure and industrial projects,
and subsequently expand into the SME segment.
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Finally, some interviewees question whether thereughpolitical will and intereacross the
Arctic to jointly back the establishmeramfAlF coveringhe entiréArctic region

Therefore we are not able to recommend one specific route, organisation or modus operandi of
an AlF, but will limit ourselves to the following recommendations:

1 Discusswith Arcticpublic authorities argbvernmerst and bigger international financial
institutions whether there is political will to establish an AIF covering the Arctic

1 Discusswith public authorities and governmesutsl international financial institutions
whether there is political will to estatilighmor more Arctic funds covering different parts
of the Arctic. One fund coyltbr examplecover Greenland, the Faroe Islands and Ice-
land but alsobe open to all investors. Another fund could cover NortRerway,
Northern Swederand Northern Finlandihere cooperation is already close in many re-
spects

1 Considehow to strengthen and supply more capital to existing venture capital funds. In
Greenland and the Faroe Islands the Danish Growth Fund is already gradually expanding
its ativities, and this could continue or be accelerated without creating new institutions.

1 Strengthepublicventure funds so that they can better match the competencies of bigger
or international venture fundéenture fundsire in place across the Aré¢tioth public
and private). Bhyof these, howeveare small, have li®d investment capabilities and
lack experiencand are therefore not ablefiadly match, cooperate with and syndicate
with international institutions. An important +i@icm objective fgpublic authorities and
governments woultherefore be to develogigting institutions.

Recommendation:Consider the potential of an Arctic Investment Fund

To increase venture and equity investm&htsh are a very important stepthe financial
ecosystems in the Arcticbettersupport growthwe recommend that:

1 Arctic governments discuss whether one larger or smalkecpariunds could be
created througpublicfunding and guarantees

1 Arctic governments discuss whether a measble initiative would be to strengtt
existing venture funds

1 Arctic governments take initiatives to strengpléficventure funds to make the
able to establish competencies and financial strength and hence be able to |
syndicate with Iger venture funds.

1.6.8 Develop the Arctic Investment Protocol

The Arctic Investment Protocol (AIP) was developed by the World Economic Forum (WEF)
Global Agenda Council on the Arctic and published in December 2015. The AIP has been en-
dorsed by several imtational stakeholders. As the Global Agenda Council on the Arctic ceased
to exist at the end of 2016, the World Economic Forum wished to transfer the AIP to the Arctic
Economic Council for the latter to continue the efforts around responsible inveistritents

Arctic. The 2017 Arctic Economic Council (AEC) Annual Meeting decided to incorporate the AIP
concept in the AEC structure and endorse the intent of the AIP.

The 10page protocol includes references to standards and practices for investing in the Arctic. It
is based ogix coreprinciples:
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Build resilient societies through economic development

Respect and include local communities and indigenous peoples
Pursuaneasures to protect the environment of the Arctic

Practice responsible and transparent business methods

Consult and integrate science and traditional ecological knowledge
Strengthen paArctic collaboration and sharing of best practices

E I |

TheAlIP has been developed with consideration for¢agje investments, which is not the focus

of the stakeholders interviewed for this stwthp are generally not familiar with the. MBny
observerare however, fully aware of the need for a guide tstangensuring that investments
contribute to a sustainable development of the Arctic with respect to environment, social cohesion
and respect for local communities and intefidstsguide shoulalsobe an instrument to assure

sceptics, e.g. environmérdeyanisationghat projects are properly and holisticaltytinised

and hence also act as an assurance to investors that they have done what could reasonably be
expected when investing in major Arctic projects. Stakeholders familiar with thepRyptsen|

that there is a need for it to develop into becoming more concrete and operational for potential
investors, regional governments and communities.

Recommendation:Develop the Arctic Investment Protocol

To create a good investment frameworKk
ments and to strengthen the environmental and social sustainability of larger proje
Arctic, we recommend that:

9 The AEC discusses with members and Arctic stakeholders how best to dev
Arctic Investment Protocol.
1 TheAEC takes initiatives to strengthen awareness and knowledge about the

Other interviewees point to experiences where negotiations between possible inyrgitics and
auhoritieshave failed, possibly dueatlack of experience with respect to whatearquirel

in the cases of major investments,andhat timen the process requirements should be pre-
sented to these investddarthern Ginada is mentioned as an gtawith a longrackrecord

of investment cases, amderethe publi¢politicians as well as civil servants and invéstees

built up procedures fauch processes. The conclusion from our interviews is that there may be a
need for a paArctic exchargof experience in this fieldda need for manuals on how to tackle
such negotiations.

The AIP is a protocol for larger enterprises and investmemtarilyforeign,and not for do-
mesticSMEs It is, however, a necessary and important instritmweadte sustainable and prof-
itable economic and financial ecosystems in the Arctic. We therefore redbatrtren8lEC
discuss with members and stakeholders how lzesitioue the efforts texchange experience
in this area and how best to develop the AIP.
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1.6.9 Strengthen public-private synergies in promoting startups

A prioritised part of the studiyas been to analyse whether a closer connection, or more synergy,
can be created between the efforts tak@utilicbusiness support organisatipramoting en-
trepreneurshipn the one hand and private financial institufioaslybank$ on the other to

assist oprovide finance fastartups.

Recommendation.Strengthen publicprivate synergies in promoting startips
To oOostreamlined opubliclyfunded staeup ddvisory servicemdkaéign
them with initiatives amdodusoperandi of private banks, we recommend that:

1 Publicfunded agencies with responsibilities to support SMEs angpstartiude

more financial coaching in their progran
T Arctic municipalities cont i n-upscarrent
space and basic office servicesdandfit from the network.

Public startup programmes are in place across the Arttigprovidecompetence development,
advisongewicesandfinancial assistance to entrepren@upsoblem in most economias well

as in the Arctics that there isot always proper link between the services and the requirements
given and demanded by the public institutions on the one hand lbawkghen the other. The

relevant question is therefore, whether and how more synergy between the public and private
services to staups can be creates part of the analysise Wwave found examplesapiproach-

ing this problenthat may serve as exampbesther Arctic regions:

1 In some areas finandainingprogrammes are offeramentrepreneutsy public busi-
ness support organisatioofsen by individualsvith practical job experience from banks.

1 Business incubators astdrtup houses have beestabliskedacross the Arctiselping
startupsto overcome adtacles with access to finance, including how to communicate
with banks

We recommend that stock is taken fgwod practicescross the Arctic.
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A key element of the research was to undertake an online mapping exercise of the public authoritie
that provide finance through public programmesatbups, micrefirms and SMEs located in the

Arctic. The mapping exercise also covered the main private banks based in the Arctic region (plea
see Annex 1 for an overview of the mapping results). The organisations in the scope of the mappin
activity included:

1 Internationahuthorities that provide business finamt¢lee Arctic

1 Regional authorities that provide finance to two or more Arctic countries;
1 (Sub)National authorities based in the Arctic

1 Private banks based in the Arctic region.

To ensure the comprehensive enmntation of the mapping procedure, the methodology was struc-
tured according to the following key features and steps:

1 A mapping management team wassel Oxford Research (Denmark) that provided guidance
to and coordinated seven country researchbrtheiinecessary language skills to cover the Arc-
tic;

1 A harmonised online mapping procedure was implementedQs#agch terms translated into
relevant national languages; for each search term, the first four pages of Google results wel
screened,;

1 Foreach relevant public programme identified, keydeteollected where available, including
the name of the authorithename of the programmejyab linkto the programme, the duration
of the programme, the programme budget, the type of busirtessc¢ope of the programme
(startups, micrefirms and SMESs), and the type of finance provided (grant, loan, guarantee, ven-
ture);

1 With the basic data collected, a series of three signposting interviews with relevant national orgal
isations peterritorywere undertaken to check the completeness of the mapping results and to
identify any missing programmes;

1 A telephone survey was subsequently conducted that received 55 resparseadiiey 70
organisations; the aim was to collect some further dethiéspublic programmes and to gather
data from public and private bodies about the lending conditions and investment climate in the
Arctic.

As indicated in Annex 1, in total, the mapping procedure identified:

1 10 international pggammes, with the funding mainly provided by the EU througideJ
schemes that provide financial support directly to applicants or intermediaries, or through
crossborder programmes that target small groups of countries;
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{1 81 national public programmes with the funding managed by national or subnational author-
ities thaprincipallytarget the entire relevant business population of one of theekritbe
riesbut in some cases target specific northern administrative units;

1 10 regional schemes, with the funding provided by organisations that are headquartered in or
of the Arcticterritorieswith the funding provided either directly to businesses through public
programmes or via intermediaries;

1 29 banks with branches baiseithe Arctic. In some cases, it was identified that the banks had
signed agreements with international organisations such as the European Investment Bank t
provide lending specifically to SMEs.

International Programmes

The 10 international programmes identified were pinmsarilymanaged by the EU that typically
included within their geographical scope EU Member States, EFTA Member States or were opel
internationdy in scope. For example, this included Horizon 2020, t EU 6 s | peogrgmene,t R &
whichhas a budget of G480 billion and is open t
grant funding for highly specialised research and innovation projects and requires that submissior
for grant funding involveonsortia with European partners. In some cases, the calls for proposals are
focused on the Arctic region, particularly on climate research, and to datdiaspecific funded

projects managed by scientific bodies have been?unded

Another key pragamme i s t he EUO,whCO&MBapr aghbamdmget of
available to EFTA and EU countries. The programme includes a Loan Guarantee Facility available t
financial institutions such as banks to enable them to provide more lendig, tar8\n Equity

Facility for Growth that provides equity funding to relevant investment funds providing venture fi-
nancing to SMEs.

Some of the other programmes identified included EU regional ebamtessprogrammes that
includepartsof the Arctic e.g. the Kolarctic CBC programme promotes-barsier cooperation
betweerNorthwestRussia and thegionsn the North Calotte regioNérthernFinland Northern
Norway andNorthern Sweden); one of thematic objectives of the programme is to provide grant
funding to cefinanced SME projects to support ciessler business ventures.

Crossountry regional Programmes

A total of 10 regional programmes were identified that are financed by public authorities based in th
Arctic and cover more than one Artgicitory. This includes organisations such as the Nordic Coun-

cil of Ministers, Norwegian Barents Secretariat, Nordic Environment Finance Corporation and the
Nordic Investment Bank.

An example is the Norwegian Barents Secrétatiads the role of ngthening public and business
crossborder cooperation in the Barents regiorthernNorway andNorthernRussia) in the form
of grant funding for projects that meet the relevant project criteria. The issuebofrdengsublic
programmes fsirtherexplored in Chapter 4.

2 https://lwww.eupolarnet.eu/etarcticcluster/

18


https://www.eu-polarnet.eu/eu-arctic-cluster/

National and sudtional programmes
Using the study search methodology, a total of 81 nationahatisalal programmes were identified
that were available to either stgos or SMEs.

Figure 2.1: Number of public programmes
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As Figure 2.1 indicates, over 30 of the programmes were ideMidiedemn Russiéwith the online
searches concentrated on the following regions: Arkhangelsk, Murmansk, Anadir and Chukotka Al
tonomous District, YamaNenets Autonomous Okrug, the Sakiakutia) Republic and the Tay-

myr DolganeNenets Autonomous Okrug). Typically, less than 10 national programmes were identi-
fied in the other Arctiterritories

An analysis was undertaken on the types of finance made available by each type of pgogramme
territory. Please note that some of the programmes offered more than one type of finance, therefore
the results of Figure 2.2 contain some double counting.

For example, the two programmes in Greenland cover Greenland Business A/S and Greenland Ver

ture A/S, which both provide different schemes covering grants, loans and guarantees to SMEs a
well as sector schemes, e.g. for agriculture and fisheries.
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Figure 2.2: Types of finance offered
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The results suggested that loans and grants were offered most frequently by the public programme
with guarantees and venture capital provided to a much lower extent.

Similarly, an analysis was undertaken to identify the types of business in ththequyaiofpro-
grammes. Please note that some of the programmes covered more than one firm size category, the
fore the results of Figure 2.3 contain some double counting.

Figure 2.3: Firm size categories in the scope of the public programmes
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The resub suggested that SMEs are targeted more frequently by the public programmes when con
pared to micrdirms and stastips.
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Overall, the results suggest that there are numerous existing opportunities to access public programt
finance for business growthdhghout the Arctic region.

2.3 ARCTIC PUBLIC PROGRAE INSIGHT

This section provides some brief insights into some of the public programmes providing finance to
startups, micrefirms and SMEs managed by public authorities based in the Arctic.

Regarding Alaska, the mapping exercise idesgifiegublic programmes in operation in tiate

: thatmainlyprovided loans hesancluded programmes
WS CUBERE PR E DRSS such as theéSmall Business Economic Development
port Authority (AIDEA) manages several pr .
grammes providing finance to businesses. (S3ED) Loanwhlch offers loans of up to $3000F0 )
TE e oo e e B ks Lo er o e businesses with fewer than 500 employees including
lereetelE e s E el SR AT startups. Moreover, two programmes identified were
Alrpi=a EeRdelEc Rl et dielle - focused on providing mictoans, including the Alaska
tc‘;”?te‘li“ms'zed UEREREIREIEEEEEEE  \icro Loan Programme which provides finance for

pra. working capital, equipment, construction or other com-
mer ci al pur poses, and the Anchorage Womenos
entrepreneurs aiming to stajptin business

The search methodology identified 13 public [FSiEERTe [VES Qe i oLyl =eler

grammes itNorthernCanadaThesancluded those [elpe Bl El sl SN =) STl s

wi t h a nati onal ool l: Nomic development programme that stren;ERF-N BT
Business Financing Pr ens key economic sectors in Northern Cany S

. . . . SINED funding aims to help drive econo
nies with a turnover of $Hlllion maximum to ac-\ e Sl e T e
cess loans of up to Billion. Moreover, it was ident e e e e e et N o]
tified that several programmes have been estab fEREERS e elerimeiat e R e NS VAT )
at the subnational level within the Arctic region
Yukon, Nunavut, and thBlorthwest Territories.
Most of the programmes identifieéeoéd grants to SMESs, although there was a specific subnational
programme that offered guarantees (the Yukon Venture Loan Guarantee Program), and some natior
and subnational programmes were targeted atpgdd.g. the Support for Entrepreneurs and Ec

nomic Development (SEED) programme based iNahwestTerritory).

Two programmes were identified in the Faroe Isl&hdseincluded the Business Development

Fund managed by the Vinnuframi foundation which offers grants of up to 500,000 DKKl&o feasib
business projects submitted by mitros and SMEs. Another relevant organisation in operation is
the Framtak foundation which manages a venture fund that provides loans and risk capital to star
ups of up to 3.2 million DKK.
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In NorthernFinland,a total offive programmes were identified providing grants, loans, guarantees
and venture capital. Interestingly, the allocation of busi-

WSS RUEEEEER SO RS S EE  nesdundingis supported by a strong public administra-
ture capital company that aims to improve

venture capital market in Finland. The fund |

tion setup for providing access to finance across the
T L e e s kil s s - country including in the Arctic areas such as Lapland
WA S s R ae eee: - through the 15 regional Centres for Economic Develop-
shares. ment, Transport and the Environment (ELY Centres).
These play a key role in regional business poliag-and
ministerESF and ERDF grant funds to busiess&naher example is FINNVERA stateowned
business lending company, which provides loans and guarantees to comdganigalised guar-
antees to mitigate against export risks.

A good mix of business finangiopportunities were identified stapublic programmes in Iceland
: whichprimarilyincluded grant funding but also loan and
SN EVRERRIES N EE R IEEERElS  venture capital investment opportunities were available.

owned investment fund aiming to strengtl Th t fundi desi ted ding t |
and develop the Icelandic venture capital f € grant funding was designatead according to severa

ket The Fund only invests in seed and ST (ol ool [V 15w IlES inC|Udi_ng the programmes
Sl e s e - Grants forWomen Entrepreneuia Iceland and the

folio consists of 25 companies. Technology Development Fund.

At national leveNorway has established an active p : »
. . . 7 | nnovat i oStartipdoansaeyaine
I!c admlnlstrathn prowdmg_grarguqrantees .and log ) product for companies in their early std
finance to all sizes of businessewiglatpublic pro- e e e e e = ook foa
grammesvailable in Northern Norwait is notable FVEIER TSR GE T EV 6 sl il fi)s
that a specific grant programme has been establ UERREREEEESIE ] R ERe e e Re o ok
Arktis 2030, to provide grants to busiteimnted pro- | ekl et RIE U ECU SR UEE
cofinanced with private risk capital. The int
jects in line with the purpose of the Arctic 2030 ag@ i Eas T O S S s S0
to support the development of thevate sector in the e A8 S o ishes ol L=t ok L]
High North. In addition, a specific crdmgder pro- | EUeRNEI VAT E TR ol S Ray ey
gramme called ProRus has been established to p/ 2isltilleuions
grant funding for joint Norwegian Russian business'v
tures.

The online review of loan programmeNanthernRussia identéd a total of 33 programmes, sug-
gesting a high level of public sector recognition of the
R BeELQERREICIEVESIEEELL  need to support Arctic businesthrough policy inter-

A ESEETIEE N FEWEEINERTCEIEE  ventiond While most of the finance is provided in the
BRI ERCEIER S form of grants, several other types were identified in-

neurship. Business finance is allocated thrt . . o
S e e e e p e ke cluding loans, guarantees and venture capital. Specific

nance and risk capital investment. examples included the programme Strengthening in-
vestment activity in small and medium enterprises

3The regions included: Arkhangelsk, Murmansk, Anadir and Chukotka Autonomous Distridievetsalo
Autonomous Okrug, the Sakha (Yakutia) Republic and the Taymyr iDgateoAutonomous Okrug.
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which provides grants to SMEs in the Government of the Krasnoyarsk region, the Microcredit Com-
pany in tle Arkhangelsk region, which provides lending to suppestg#tiyment, and the Mur-

ma n s k siFedegral Garpdration for tH2@evelopment oBmall andMediumsized businesses
which provides oO0soft | oanso6 to SMEs.

Finally, the review of the public sector activityssmmsmrmmnEEEm—— provide
Northern Sweden revealed a total sEvenpro- [ e Ryl oo o el
grammes providing business finance to-gbartmi- Fieatsio e o 1R =Hele [V piile=foe No]dsalel it
crofirms and SMEs. Key examples include the NEEEseE iR S lel e e gl
gional investment support programme which is ai fgg{e%ggéNf%ﬁ:?d”;isgcr’lnf\iﬁt”hv"tﬁ esﬁb'gssfz
at Northern Sweden and provides grants for build R Norfhe'ron o
machinery and labour costs (due to new investme s RS T
and the Partnerinvest Norr which is a public invi e/l sler1e

mentfund and provides risk investments for private
sector cdinanced projects with a minimum value of SEK 2 million.

2.4 SURVEY RESULTS

To gain further insight into the functioning of the national public programmes and the perceived
views of the investmeanlimate, a telephone survey was conducted to collect quantitative, multiple
choice and Likert scale data from authorities managing the relevant programmes, private banks, bu
ness associatigisisiness angels and investors.

A total of 70 organisations ieegequested to participaté these60 organisationgespondedAn
overview of the responses per country by organisation type is indicated in Figure 2.4.

Please note that while all respondents were asked to comment on the state of the investment clime
in the Arctic regigronly the public bodies were asked to comment on the public progrAmmes.
consideration ofhe issues around the investment climsapeovidedn depth in Chapter.3The

resultof the telephone survey are presented in thisrsect

In terms of the issues concerning the functioning of the public programmes, several questions wer
putto the 28 public authorities that manage public programmes that provide finance tesbusiness
the Arctic region.
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Table 2.4: Number of respondets to the telephone survey by organisation type

Organisation type Number of respondents
National public authorities 8
Subnational public authorities 9
Government agencies 11
Private banks 23

Business associations/network bodies

Business angelad investment bodies 4
Total 60

To beginwith, we askedhich ofthe public programmes offered the possibility of finance for cross
border business ventures or projects, and in response:

1 31% confirmed that this was the case and that they had raggiwadions for such funding
1 8% suggested that this was the case in principle but that they never received such applicatior
1 62% confirmed that such applications would becaopliant with their programme rules.

In most cases, the public authorit@sfirmed that they would usp approximately 100% of their
funding by the end of the programme duration. Only 14% suggested that they would allocate 75% ¢
less.

We also enquired whether the public programmes would be renewed or replaced atthieérend of
programme duration:

1 88% confirmed that their programmes would be renewed;
1 8% thought that this could be a possibility;
1 4% indicated that this would not be the case.

Further responses from the public authorities on the investment climate cad ireGbapter 3.

2.5 MAINGONCLUSIONS ON TINMAPPINGEXERCISE

Overall, based on an analysis of the public programmes alone, it seems that the Aseticiced/ell
by the provision of public money for stgps, micrefirms, and SMEs from bodies operating nation-
ally, regionally and internationally.

However, consating the national programmes alone, the reéthitstelephone survey suggest that
the programmes aredemand and competitive (i.e. witbreapplications for funds than allotted),
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with mostsurvey respondents indicating that they will allocatethdable budgets to business
projects by the end of the programme duration. This suggests thatbigrafisant need for the
money offered by the public sector and opportunities to expand programme budgets going forward.

It is promising that thereill be an apparent continuity in service provision, with most public author-
ities indicating that they will continue with the public support after their existing programmes have
come to an end. Therefore, there are cleatdomgopportunities in coorditivag with public au-
thorities to develop akrcticfocused agenda.

It may also be the case that there is growing demand for financial supportiforago$sisiness
ventureswhere public programmes offer the possibility of funding forloyodsr progcts, over

three quartsrof respondents suggested that they receive applications for projects of this nature. Go-
ing forward, the 61% of national programmes that do not offer such support could experiment with
their rules to see if they can finance pjbet assist in the development of eposder business
activities. The issue of cri®sder cooperation is addressegreater deptim Chapter 4.

It may not be surprising that there are some imbalances in terms of the focus of the programmes
SMEs é&nd to be prioritised more oftéranstartups and micréirms, and grants and loans tend to

be the main types of finance offered when compared to venture capital and guarantees. This sugge
that there is scope for some repositioning of the programeresure that new and emerging busi-
nesses are given an egpglortunityto access finance, and public programmes could be developed
to help ease investments using venture capital from the private sector.

As an aside, the research term observed Wad gometimes difficult to easily collect data from the
public programme websitesch as the type of the finance available (e.g. loaretgranthat types

and sizes of firms were eligible for money, the nature of the funding rules, the appicasmn p
whether any advice for applicants was available, the timing of the next call for funding or whethel
applications could be made at any time, and whetheb@massprojects were eligible for support.
Where programme websites lack this informatesyggest that the online descriptions of the public
programmes are clarified to help ease the demialong and application process for potential ap-
plicants.

In conclusion, the mapping results suggest that there iseata@ithed public sectorsimess fi-

nancing architecture thathere relevantould be better coordinated and animated to address the
specific concerns of stas, micrefirms and SMs in the Arctic region.
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3.TheArctic Investment dimate

Arctic investment climate at a glance

1 Overall aspiring entrepreneurshaveaccess to advisory services and support programmes with
measures in place to reach the most remote areas. Incubator astdrt-up houseenvironments are
in place in many urbamnd university environments providing structures for access to finance and
competence development.

Access to credit and loans is a challenge in many rural areas in the Aretgdue to alack of pres-
ence of banks, challenges of insufficient collateral, androparatively higher interest rates.

The key challenge across the Arctic is to gain access to private venture capital/equity investmen
Once the startups seek to expand or existing SMEs want to scale up their business above a cert
level, it is often na possible to attract enough venture capital locally.

There is not a strong tradition for business angel investments in the Arctic. However, structures
are emerging,especially in proximity to business incubator environmentStructures for develop-
ing public-private venture capital funds are also emerging.

There are not yet systematic structures in place for attracting foreign venture capital.

This chapter provides an analysis of the investment clireatd aff thé\rctic territories. Based o

the qualitative interviews we hhetdwith stakeholders and document studies we provide insight
into how the financial ecosystems are set up, including structures faripatdicooperation. We

do not seek to provide a full account of busineseé&ravailabl In the analysis we identify strengths
and weaknesses about access to finance in the intbuidaaés For eachwefocus on the climate

for entrepreneurship/stanps, the system for promoting access to finance, and the role of foreign
capital for SME finance.

Across the Arctjpublic and publiprivate business support organisations provide advisory services
and have different programmes in place to support entrepreneurship. This also includes programme
specifically targetingybut e nt r epr eneur shi p a fdmavym oens éanss e nt
in proximity to higher education institutions, starhouses for entrepreneurs, science parks and
business incubators have been established and provide environments for strexugmssibodfi-

nance by bringing together public and private funds, in the form of grants, financial instruments, anc
private investors. Although obtaining credit or a loan can be challenging, the main challenges in tern
of access tbnanceare not in the statip phasevhere support structures are generally in place.

Across the Arctiqublic schemearein placdo offer loans and guarantees to SMEs. In many cases
they are implemented by stit@nced business support organisations.udgets vary, buaverall,

the financial instruments in place facilitate growth and make it easier forupe &aybtain bank

loans. However, @varying extent across the Arctic, SMESs in rural areas face bigger challenges with
the banks compared 8MEs inurban areas. Lack of collateral, high interest rates and a lack of bank
offices in rural areas are some of the explanttichgs

As part of our surveigonducted as part of the mapping exerdi$&) of respondents reported that
limited collateral to a large or very large extent negatively ithpaapgplication process to access
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finance and 33% stated that limited guarantees negatively impact the process. Notably, 37% of r
spondents stated that poor business plans negatively imgpplitlha¢ion process, which underlines

the relevance of a continued striouginessupport system to provide the needed advisory and com-
petence development services for entrepreneurs to develop sustainable business plans. The main is
impacting the apphtion process to access finaneelvedimitedaccess téinancefrom investors

(venture funds and business angels), as reported by 67% of the respondents.

Figure 3.1:To what extent do the following items negatively impact the application process te@ess finance?
I

Limited_Investors 13% 20% B7%
I

Limited_collateral 20% 35% 41%
1

Poor_business_plans 28% 35% 3%
I

Limited_guarentees_from_elsewhere 33% 35% 33%
1

Poor_business_ideas 28% 43% 28%

Limited_commercial_experience 20% 54% 26%
I

100 50 0 50 100
Percentage
RESDUHSE W limited ext Limited ext Moderate ext Large ext V large ext

Overall, he key challenge is to gain access to private venture capital/equity investments. In mos
territories there is a good public support system in place forthe ptartp has e, wher e 0
in the form of advisory services and programmes is available. Onceuhs stk to expand or
existing SMEs want to scale up their business above deegtains often not possible to attract
private venture capital. Typically, the venture capital funds that ardonallgeb@ not havenough

capitakto provide the needed capital for business growth

Figure3.2 whichalsoprovides results from tlsairvey, confirms this conclusion. Thus, 56% of the
respondents stated that access to venture capital is a problem to a large or very large extent. Fe\
pointed to access to loans and guarantees (21%) and grants (18%) as a problem. We have found c
a fav examples of crowdfunding measures in the Arctic. This may explain why many respondent:
have reported that access to this form of finance is a problem.

28



Figure 3.2 To what extent is access to the following types of business finance a problem?
|

Venture_Capital 20% 24% 559%
|

Crowdfunding 33% 21% 4594,
|

Loans 57% 21% 21%
I

Guarantees 44% 35% 21%
I

Grants 509% 32% 18%
|

100 50 0 50 100
Percentage
Response Wlimited ext Limited ext Moderate ext Large ext Wlarge ext

Public (mainly stafanded) venture funds are in place in most of the Arctic. Generally;ithesto

with private venture capital funds and angel investors. In some regions, however, interviewees poil
to a lack of docalfund management structureaasissue. In some cases, public venture funds are
available buarenot utilised to theifull potential due to a lack of-ostvestment of private capital.
Overall, there is not a strong tradition for business angel investments in the Arctic. However, stru
tures have developed and are develagspgcially in proximity to business incubator environments.
We have identified a need across the Arctic to promote a culture for business angel investments. |
some places interviewees state that there are poteesitors based in the region, but typically they
invest within their own industry, on the stacket or in real estate. There is a need to raise aware-
ness, which can be done by illustrating good business cases about the potentials for angel investor

The role of foreign capital for SMEs® access
bator environments today see examples of o0bc
investments. The ICT sector centred on Oulu alsa tegeloped environment for venture capital
investmentsut dherwise, today there are generatlgtnactures in place for attracting international
venture capital. Another perspective on international cdpigddvance tthe Arctic is the large

scde investments that are in part derived from international companieschlergedustries are
related to the extraction of natural resources, the cold climate, and the vast and renewable/sustainalt
energy supply in the Arctic. Another example islthefrtourism, with marigrritoriesn the Arctic
increasingly attracting international visitors. This calls for business opportunities for SMEs, and wi
find different examples across the Arctic of how this is being approachedfihwexghplecom-

bining efforts to attract data centres with strengthening structures and links to R&D environments
and business parks.
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3.1 GREENLAND

Greenlandinvestment climate at a glance

Different targeted public programmes are in place to promote entrepreneurship

Access to credit and loans are more challenging outside the main towns amdases that involve
01 Axe OAAOI 008

The venture capital fund Greenland Venture is in the process of expanding its activities in coope
tion with the Danish Growth Fund

Greenland is a part of the Kingdom of Denmamklassociated to the EU as an Overseas Territory,
whichhas preferential access to the EU maEaztnomic policies by the Seifie Government in
Greenland are relatively cautious, with a low legevefnment debt (aroun&f Greenland’s
GDP)asarestlt Greenlanddés Ministry of I ndustry an
ment, which is managed through Greerttaniding, whichhas two subsidiaries, Greenland Business

and Greenland Ventu Public business development fundgramerilydirected at businesses in
fisheries, food production and tourism, but the government also emphasises the need to broade
economic act i vistchaGT anddusidesesarndcess ect or s

In the lasdecade an internet sea cable to Nuuk has been established together with improved satelli
connections to other towns. Ports and especially aapeitie next big priority. In the summer of

2018 the Danish government published a plan to invest irogiut iinancial support to the Green-

land Seffule Governmeris plans to enlarge the airports in Nuuk and in Illulissat (the-tsagmstl

town), allowing direct connections to other countries (todagliktagce planes landkangerlus-

suag.

3.1.1 Start-up climate

Greenland Business A/S igavernmenbwned business development company. It assists entrepre-
neurs, provides advice and manages grants foipstarid SMEs througix different programmes:
support for product development; support for expastiges; support to purchase professional con-
sultancy services (voucher system); support for tourism projects; support for food, ice and water
microloans (development costs are covardbe extent of 75%and projects in rural areas have
priority). Themaximum combined support for each company is 300

More than one third of staups are in hotels, restaurants or tourism. The skrgedt group is
construction. The biggest programme, support for product develppasebeen evaluated and
demastrated satisfactory results. Approximately 2@iptagre supported annuatigmprising/O-
8®voftotalappl i cants. The support has Ilittle oOr et
the programme, which has led to approximately 20 new jobs per yeath{besilgztionof the
entrepreneurs themselves)

4 DanmarkdNationalbank (2016). Aktuelle tendenser i den grgnlandske gkaaotaisoversigt 2. kvartal.
5 Information from Greenland Business A/S
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An incubator scheme was setiu@017 This initiative aims at increasing the number and sustaina-
bility of entrepreneurs in Greenland.

In 2015 the rules fdhe Danish statewned venture funtthe Danish Growth Fund were changed
allowing it to invest in Greenland and in the Faroe Islandfhefnsimilgrchange, allowing the
Danish Export Insurance Scheme to cover exports from Greeslkamdier implementation.

Nuuk Municipalithase st a b | i suhpe dh cau soes& awitt h r o o mups.Rent app !
and payments for basic offieevscesarecheapand there is a (short) waiting list for new-saat
Each starip may stay in the house for 3 years.

Generally, Greenland Business A/S can meet the current digomaraspiring entrepreneurs
through the existing programmes. The osgtan is based in Nuuk, but regularly business advisors
visit other municipalities to meet entrepreneurs and SMEs.

Greenland has two bank&gnlandsbanken and the smal@nkNordik. Both banks have a repu-

tation for being wetun, catious banks with relatively few losses and interest rate margins substan-
tially above the average for Danish banks (the Danish Central Bank is the monetary anchor). Thel
are indications that lack of competition between banks impedes lending and lestpatexer

However, established SMEs with a credit history and some years of audited accounts, and in mo
cases stattps with sustainable business ptarsaccess finance from the banks. Thé@nsver,
adifference for businesses in the main townghasd outside therfror example, according to one
bank, they require a o0olending factord (the r
to be limited tdour in the bigger cities amgo outste theseln connection with thisGreenland
Business Association stresses that regulatory barriers and thenoekednis¢ax regulationare

the main priorities from the side of the business community.

Mortgage lending is limited by low propertyegatombined with the fact that land in Greenland is
stateowned. The user leases the land andncpracticesell the lease or keir heirs overtake it.
There is, however, a relatively-fuglttioning mortgage system for shiigieily houses, wheitee

two banks syndicate with a Danish Mortgage Institute (Nykredit or DLR Kvigdithe banks
taking the first potential losses. In practice, however, relatively fapsstad SMES receive finance
in this way.

Private venture capital investmeniduding from business angatgnot commonn Greenland.

Some welestablished or retired businesspeople, in fisheries and in the hotel/tourism nmeustry
finance new projects, but normally this will only comprise projects where the Gfreantes

family are involved, and mostly in activities resembling those where the financier has earned his/he
money. Similarly, there is no tradition for entrepreneurs to give away influence and a part of the ecc
nomic upside in exchange for finaBezausef the limited tradition for venture capital there is also

no market for more sophisticated financial products such as subordinate loans.

Bigger projects or companies have other options. Construction projects (e.g. hotels) are usually at
to obtain mortgge finance. The financial instrument Vestnordenfonden (The West Nordic Fund) is
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a financial instrument established in 1986 by the Nordic governments to promote business develof
ment in Greenland, the Faroe Islands and Iceland. In recent years, the duatdthéoans for

several hotel construction projects in Greenland. The West Nordic Fund cooperates with and share
the risk with banks and tBelfrule Governmerbwned Greenland Venture.

Until now, the capacity of Greenland Venture has been lim#duatalful of projects every year,

but the fund has plans to increase its activities. Some of these willdlerstaactivities; the fund

has also entered into agreements With Danish Growth Fund, to finance business projects in
Greenland. Projectsider4 millionDKK will be taken by Greenland Venture, whereas the risk will

be divided equally between Greenland Venture and The Danish Growvitr Bigyer projects. For
investment in larger projects, the Foundation Erhvervsfonden [ishiBHngsinesfund) has been
established by Grgnlandsbanken to support eligible projects with grants. The capacity of Greenlan
Venture is estimated beannual investments in the rangap to 20 million DKK.

3.1.3 Investment climate for foreign capital

Regulatiosin Greenland concerning foreign cagitaihon-discriminatory and in alignment with
regulation and practices in the rest of the developed world. There are indications, however, that bot
politicians and civil servants would benefit from exchangingegeemwith others about approaches

when for instanceforeign mining companies are contemplating bigger investments in Greenland. As
in many other countrigs these castge Greenland Setfle Government requires the foreign com-

pany to pay company ¢ésxbut also in some cases resource dividends and/or to maé&énhpAst

Benefit Assessments. IBAs are processes where impacts are assessed and balanced by contribu
from investors to the local community, e.g. in the form of the establishmentafspadsacilities

to the local community. The problem is that requirements from authorities may come late in the
negotiating procedsencenegatively impactimigh e i nvest or sd business p

Danish Governmerh T A ' OA AT -iuld Gokeinentsfabligh business development fund in relation t
airport construction projects

The Danish Governmerdnd the Selfrule Governmentof Greenlandhave announced that they will establish
a Fund to make it possible for SMEs in Greenland to utilise businggsootunities from the upcoming airport
construction projects. This can involve establishing new businesses angporting the development of new
services or products of existing SMEs to be able to serve as suppliers to construction. These investments
forecasted to amount to1.5 billionDKK and the spiroff fund will have capital of 200 miibn DKK. The capital

of the fund may cover lending, security, guarantees etc. as well as venture investments. The purpose of
fund is to increase he total amount of investments in Greenland as well as taking on higher risks.

Moreover, a scheme will be set up to help SMEs developsiness plans and undertake investments to be abl
to cooperate with bigger enterprises involved in the project. This scheme may be used to mature innovat
commercial projects in Greenland, including costs for feasibility studies and consultancy services.
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3.2 FAROE ISLANDS

Faroe Islandsgnvestment climate at a glance

Entrepreneurship is growing in the Faroe Islands and support structures have developed with
start-up houses that offer advisory services and cheap rent.

An example of a crowdending scheme established by a regional bank aBdnish Flexfundingo
support entrepreneurship through loans by local individuals can be found in the Faroe Islands.
TheFaroesegovernment has establisheé venture fund andthe Dani$ Growth Fund can lend to
and invest in projects in the Faroe Islands.

The Faroe Islandsea part of the Kingdom of Denmark. In the Faroe Islands suppstartups

and SMEs is the responsibility of the Ministry of Foreign Affairs and Tradémamdtered by
Vinnuframi. Vinnuframi supports product development, early export activities aunus sthine
Faroe Islandarenot part of EU, butireassociated, and therefore also eligible for the Horizon 2020
programme. Vinnuframi supports applichots the businessde, and applications are screened by
the Faroese Research Council. Public fungdsraggilydirected at businesses in fisheries, food pro-
duction and tourism, but also in ICT and other business services.

3.2.1 Start-up climate

There is an increasing interest in entrepreneurship in the Faroe Islands. Vinnuframi offers advisor
services, guarantees and grants for entrepreneurs. Many Farapséhatatan ambition to pursue
possibilities in global markets but lack skills angl&dgeelating tanternationalisation. It is there-

fore a priority of Vinnuframi to assist SMEs in these actiVitigsiframi also supports product
development, early export activities andigbart

The biggest staup environment in the Faroe Islamsl Hugskotid, established by Torshavn Munic-
ipality, with approximately 25 sigps that pay an advantageous fee for rent and basic office services.
Most of these staups are iruntraditionakectors in a Faroese context, e.g. the ICT sector. The
orgarisation contributes to solving a problem of linking the public support and initiatives to the pro-
cess entrepreneurs go through when applying for credit or a loan in a bank. They are obliged to te
minate the lease after a certain period, depending osizbeiAnother staup environment,
Iverkseterahusid, is based in Klaksvilsgbeneargest town based in the northern part of the Faroe
Islands with similar services. In cooperation with the Danish Fund for Entrepreneurship
Iverkseterahusid is alsop@ssible for supporting entrepreneurship in schools.

3.2.2 Access to finance

Most starupsreceivanost of their finance from personal savings and from bank and mortgage lend-
ing. Generally, SMEs that have a stablereaokd andash flowcansecuresredit orloans in the

banks. The Faroese bengsystem has changed in theftagtlecades due to tfiranciakrises that
affectedhe islands. Today there are two bigger banks, Betri Bank and Bank Nordik, and two smalle
savings banks, the Nordoya and therSydiBparikassi. Besides these banks the goveoamedt

bank, Landsbanki fibeen established to run the govern@dranking affairs, but this bank does

not lend to private individuals or enterprises.
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Some of our interviewees find that it may be diffaxustartups outside the-2 biggest cities in the

Faroe Islands tacquirdoans. Others criticise that sigps outside the traditional sectors (mostly
fisheries and aquaculture) also find it difficultdeivdinance. Competition seemingly fioret a

little better than in Greenland but is also to some degree limited due to the limited number of banks
Commercial lending is very limited from the two savings banks and interest rate margins are highe
than in Denmark.

Mortgage can be given througdyndication between the banks and Danish mortgage institutions
(Jyske Bank and DLR Kredit), with the banks taking the first losses. With real estate prices lower the
in Denmark, the mortgage systenmigracticelessfrequentlyused and developed thanother
countries and therefore a limited source of finance. Commercial lending is very limited from the twc
banks and interest rate margins are higher than in Denmark. Competition is to some degree limite
but generally there is support for businesgd@ament from the side of the banks. For example, bank
credits to the aquaculture industry, wisitdday reaching the same revenues as traditional fisheries,
are highlighted as an important element in the growth of the Faroese ethadMgst Nordic

Fund alsooffers loans for development projects in the Faroe Islands. Often loans are granted in
combination with bank loans or the venture fund, Framtak.

The government has establistied/enture fund, Framtak, to spur investments in promising SMEs
looking for opportunities to expand and grow. However, it is still too small to take on substantial
risks. The Danish Growth Fund can lend to and invest in projects in the Faroe Islands. The intentior
of the Danish Growth Fund is to engage in proje8ttriesannuallyTo datepnly a few lending

cases have been established and no venture investments.

Provision of venture capital is limited, and there is not a developed business angel culture. Howeve
a crovdfunding/lending initiative has been establishellir&ar Sparikassi hi@mscooperation with

the Danish Flexfundingecentlestablished a scheme where it endorses, and takes a part of the risk,
in a limited number of smaller creledding projects in which individuals engage.

In general, the Faroese business clisapen for foreign investmen@Generally, thEaroese wel-
comeforeigndirect and indirect investmer@8absidiaries @anish, Icelandic, Norwegiamd British
companieare part of the businessdacape. There are no reports of regulatory or informal impedi-
ments to foreign ownership. The exception to this rule is fisheries, where new legislations require &
fishing boats operating from Faroese harbours to be owned by persons domiciled énlstemEaro

until 2024.
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3.3 ICELAND

Icelandinvestment climate at a glance

Awide spectrum oftargeted programmes are availabléor start-upsand offered through business
support offices across the country.

Icelandic banks are reported tdvave reestablished after the financial crisis and have become mor
willing to provide financefor business activities.

On the venture sidenew private and publieprivate venture funds have emergedh Icelandin re-
cent years.Most of the venture funds arestill small and in a growth process

Innovation Centelceland as part of the Ministry of Industry and Innovation and the Icelandic Re-
gional Development Institute, an independent institution owned by the Icelandic state, are the ke
public business support organisations in Iceland. Together, they sumgmerentrship and SME
development in tourism, fisheries, food production, biotechnology, ICT and other service industries.
Innovation Center Iceland has its headquarters in Reykjavik but has branches across Tl country.
Icelandic Regional Developmerttitute is based outside the capital and is in place to promote busi-
ness development in rural areas.

3.3.1 Start-up climate

Advisory services and programmes to supporugsre run by Innovation Cenkegland and

|l cel andds Regional Development Institute. |In
SMEs and stattps focusing on innovation and technology development. In rural areas cheap loans
to startupsaregiven by the Regional Devetggnt Institute. As a tradition from the higfation

days of the 1970s and 1980s these loans are index loans (where the outstanding loan every yes
indexed with the increase in the price index).

Icelandic Startups, based in Reykjevéin organisath that offers various types of services to entre-
preneurs who are looking to start their own business. Their servicestifséle main categories:
idea, growth and community. Icelandic Startups arranges events, brief coacinugp (3@etirgy

and dher starup events. Iturrentlyruns thredypes of programmé&tartup Reykjavik, Stamp
Energy and Staup Tourism.

The two largest universities in Iceland, The University of Iceland and Reykjavik |batlesify

port the commercialisation oésearcibased ideas and offer their students and faculty courses and
advice on innovation and offer facilities for entrepreneurs. Icelandic businesses can also participate
European projects part of theEU Horizon 202(rogrammend Eurostars, a fumgj programme

for smal and mediunsized stastips involved with research and development prajedts. t i on f ¢
Job Creationd is a funding scheme by the Mir
porting the early development of innovativesidea

The Tech Incubator (TINC) project is available for Icelandimptathat want to prove their busi-

ness model and the potential of their product with less risk and less cost. The Technology Develor
ment Fund, hosted by the Icelandic Centre for Resggppbrts individuals, universities, enterprises
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and public institutions conducting research and development activities, which aim towards innovatiol
in Icelandic industry.

Not only are governmentvned and governmesuipported initiative supporting stattps and

SMEs, but also private initiatives. The Iceland Ocean Cluster-fsactveting initiative supporting
companies working in fisheries and other ecdated activities. The cluster supports networking,
incubation, consultirgnd researetelated activities, especially with a special focus on SMEs. The
AVS R&D Fund of Ministry of Fisheries and Agriculture supports research and development projects
conducted by individuals, universities and business enterprises that aiaséaecvalue of fish-

eries.

Since the financial crisis, Iceland has tightened its financial regulasiolerably. The banks were

for a period statewned orsubsidisethut are now in a process of returningrisubsidiserivate
ownership. This hasalentailed that bank lending to atag has become more restrickexhding
outside the biggest cities is reported to be difficult. The Iceland Regional Developmertbinstitute
some extent alleviates this problem.

Icelandcurrentlyhasthree bigger, commercial banks: Landsbanki (former NBI), Arion Banki (former
Kaupthing) and Islandsbanki (former Glitnir). Besides these banksdhdéw@ndful of small banks
and savings institutions. Mortgagemnot reported to be a major sourcdugineséinance.

Private venture capital and business angetsiplaylimited role in Iceland. A couple of funds have
been established in recent years, with the goveromread NSA Ventures and the privately owned
Frumtak Ventures as the most iketbwn and active. There seems to berdginuouslgtrong inter-

est from financial actors to increase the role of these funds in the comifg 3@Hsnewenture
capitalfundswere establishedhe Enterprise Investment Fund founded by 16 Icelandic pension
funds, Brunnur, and Crowberry and Eyrir Invest, which are privately Asvagmhlitical reaction to

the financiatrisis financial regulatigrstillincluce some capital control of foreign exchange move-
ments, but this has not been a hindrance teetitere capitahdustry.

Direct investments from other countries have been limited aftermath of the financial crizi$

has increasdd recent yearsn general, we have not met reports of regulatory btoriersign
investments, and Icelandgenerallyperceived to be an open economy which welcomes incoming
investmentsAn illustrative example is thAkeminium industryThreealuminiumsmelterdiave been
establisheh Icelangof whichtwo are owned hbipternationatompanies
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3.4 NORTHERMNINLAND

Northern Finland investment climateat a glance

Northern Finland is home to the annual Polar Bear Pitching event and an ICT sector centered or
the city of Ouly whichattracts venture capital investments alsérom foreign investors.
A combination of publiesector schemes and the presence of banks reduces the challenges of ga

ing access to loans and credit.

A growing business angel culture is observed in Northern Finland, b tcurrent setup is geared
towards initial start-up needs Often, attracting venture capital for early expansion or scale up is a
challenge.

Lapland and North Ostrobothnia are the northernmost regions of Finland, and the focus in this re-
port. In tems of promoting cohesion and business development, the European Regional Develop-
ment Fund (ERDF) and the European Agricultural Fund for Rural Development (EAFRD) are the
most important sources of support for rural SMEs and innovation initiatives imotheTregy EU

funds provide flexibility to local and regional authorities for investing in the region. The ELY Centres
(The Centres for Economic Development, Transportation and the Environment) play a key role in
regional development and the granting of BEltdihg. From 2018018, the ELY Centres invagbt

a larggroportionof the funds to SMEs for development activities (such as R&D and internationali-
sation projects). The grdratsed funds apincipalljtargetedtICT, metal, forestry, tourism, clean
energy and health technology.

3.4.1 Start-up climate

The starup clmate in Northern Finland is relativalyng, witha growing culture for entrepreneur-
ship. An example of how stag conditions have been improved is the annual Polar Bear Pitching
event for startips and entrepreneurs that takes place in Oulu (NordbGtbinia). The event works

as a community and as a locabanging together people from different fields of study and industries
and has succeededainingjuite some international awarenes$asstarted to attract participants
from abroad.

Polar Bear Pitching event

The Polar Bear Pitching event started in 2013 after the Northern Finland economy was hit hard after the |
est employer and technology giantNokia, cut thousands of jobs and sold its mobile business to Microsof
The founder wanted to find a way to help market entrepreneurs and attract investment. Todayery year
hundreds of participants from around the world come to Oulu in February to meeith other entrepreneurs
and to participate in a pitching competition. The entrepreneurs give their pitches while standing waisep
in icecold water on a stage carved from the frozen Baltic Sea.

Polar Bear Pitching is a joint venture by the Oulu enpreneurial ecosystem. The main drivers behind thi
event are the Polar Bear Pitching neprofit organisation, the University of Oulu, the City of Oulu, Busines
Kitchen and other organisations, entrepreneurs and volunteers of the community.
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The enrepreneurship community is especially strong around the city of Oulu. There are several hub:
and labs for entrepreneurs in connection to the University of Oulu and the public sector. As an ex-
ample, OuluHealthab provides an integrated health testdandlopment environment for entre-
preneurs and other stakeholders from acadenttiae public and private sectors. Thbs offer an
environment where entrepreneurs can teseaerit/deedback on their business concept from pro-
fessional healthcare teashend students. Another example is the Business Kitchempgiog

space for entrepreneurs that is located atberidniversity of Oulu

Overall, startip companies have good access to different types of finance, including traditional bank
| endiofd, mbsnney 6 t hr ough tipeyprovisiorcof equity through private n d s
sources and venture capital (both public and private sources). As an example, the local TE Offic
(local employment service under the Ministry of Employment and Ecormnaggpstastip grants

for new entrepreneurs to cover basiming for a period o6 months. The grant is available for
people who are either unemplogetkaving paid work or studies as well agipatentrepreneurs

thatare expanding full-time. The starup grant is a form of assistance intended to safeguard the
basic livelihood of a new entrepreneur and is financed by the Ministry of Employment and Economy

Business Finlangas created Januar®Q18 by the merger of two organisations Fingnahvof-

fered services for investments, and Tekes, which offered funding for innovation activitiea, also
wide range of funding instruments and services available forpstart o mpani e s . Busi
programmes are natinde, but businesscanreceiveservices from regional offices, including the
region of Lapland (Rovaniemi) and North Ostrobothnia (Oulu). There are different kinds of funding
instruments available tharetargetedat startup companies undéryears old. One instrument,
Tempq is intended for promising stagt companies, which aim to enter the export markets and
whose product or service idea aasmpetitive edge in the chosen market. The fundindpcan
examplebe used for internationalisation, market analysis, testitige al@yelopment of manage-
ment. Another instrument is intended for young innovative companies with strong efforts in innova-
tion activities. The funding comes in three lewbksre the first stage is a gréypically for the

period of 612 montls. The maimum amount of funding amounts toriflion EUR of whichpart

canbe funded as a grant, gradtas a loan. Business Finland funpmlgo 79% of the eligible project

costs.

According to the Finnish Venture Capital Association, Finnishpgamdarlystage growth com-
panies raised thieurth-highest amount afenture capitdlinding in Europe in 208 However, the
interviewees indicate that tremture capitdinding igprimarilytargetedt companies in the capital
area, and subsequeittlthe larger cities. In Northern Finland, the venture capitahegily targeted
atcompanies around the city of Oulu, especiallyupgwtithin the ICT sector. In the sparsely pop-
ulated areas outside Oulu, it is more difficult forgtarand entrepneurs t@btainprivate venture
capital investments.

6 https://paaomasijoittajat.fi/en/investmentgo-finnishstartupshit-anewrecordhigh-at349meforeigrinvestorsn-
creasinghattractedo-thematuringstartupecosystem/
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Overall, the investment climate for early expansion andiscal®lorthern Finland is relatively
good. The existing facilities and investment institutions from both the publlie prndate sector
are welestablished and providemparativelgecentonditions for SMEs to find the necessary in-
vestment to expand and sagdetheir business.

From the public sector, Finnvera, a natate institution with locations in Northern Eid
(Kajaani, Oulu and Rovaniemi) is one of the main actors that provides financing (loans and guarar
tees) for SMEs and larger enterprises. As an exampls,c8MEpply for growth loan to finance

major growth or internationalisation projects. The $@edebtbased mezzanine financing product.

The company's sdihancing portion must always be at leg4t&@ the share contributed to the

total financing by financiestherthan Finnvera must be at leagt5bh addition, Business Finland

(as descrilseabove) also provisiwans for SMEs to scale and enter new markets. The loan from
Business Finland is offered with an interest rél# aind with no collateral requirement in most
cases. Companies can receive a loan coveiit 60f t h e ofalrcasis. dlwetcity sf Owlu is

also a key factor in providing finance for SMEsCitg€ouncil provides venture capital for SMEs

that can be accessed from the organisation Business Oulu. The funding iatizogeiadies lo-

cated in the city of Oulumd is aimed at companies that already receive finance from private investors
or banks, but still need further financing.

In this context, interviewees indicate that the demand for investment from business in Northern Fin-
land is strongest around the citpalu. The strong demandoismarilydue to a high level of busi-

ness activity within the ICT industry, whereecent yearQulu has developed into a strong hub

with good connections between companies, research institutions and the publiclseatoeahisa

that interviewees indicate that the demand for investment is relatively low in the rural areas wher
there are fewer growth businesses.

The banks in Northern Finland also play a significant role in providing |tizescaleup of SMESs.

Often the concrete investment is arranged by a bank, and then supplemented by loans and guarant
from a public source (Finnvera, Business Finland or Business Oulu) that can be used as a security
the bank loan.

While there is a tdancy towards an increasing number of business angedstarel capitdunds

in Northern Finland, the interviewees indicate that the level of private equity investors is low, espe
cially VC funding above 0.5 million EUR. It can be a challenge to fiighthevestors for larger
investments, and SMEs then need to look to private funds based in Helsinki or abroad. One of the
mainfundsin Northern Finland is Butterfiyentures, whictvas founded in 2012. It is currently one

of the most activeenture capal funds in the region. Butterfly Ventures is investing in early stage
development

The investment climate for foreign capital is, according to our interviewees, |neliaigiglNorth-

ern Finland. There are seiargescale foreign investors within the mining industry as well as a grow-
ing number of foreign investors within the K&€tor, especially in connection to the business com-
munity in Oulu, but the general level and access to foreign capital is logafibation Business
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Finland plays a key role in attracting investments, and maintaining dialogue with public authoritie:
banks and other stakeholders in connection with the establishment projects.

3.5 NORTHERN NORWAY

Northern Norway investment climate at a glance

Entrepreneurship and SME development is supported through a combination of state institutions
with a regional presence providing support for business support infrastructure, innovation, and

R&D. They are in close coordination.

Overall, access téoans and guarantees istable, also in the rural areasyith the combination of
state institution Innovation Norway and banks.

Aventure fund structure that can meet the demand foearly expansion oftart-ups andscaleup
of SMESs not yet in place.

Northern Norway comprises the counties of Nordland, Troms and Finnmark. The counties have a
shared R&D strategy that f oc udedifsed as:nseafoddeandr e g
marine resources; experiebased tourism; value chains associated with natural resources and natural
advantages (bioeconomy); industrial manufacturing and supplier industry; and space (satellite and
lated technologiéspspart of Norwayo6s district policy,
and theentirecounty of Finnmark have specific measures in place that include higher transfers of
business development funds and tax bénefits

3.5.1 Start-up climate

Siva is atateowned organisation that facilitates innovation by building, owning and developing in-
frastructure for industry, staips and research environments. Through a network of incubators and
business support organisations they promote entrepreneurskifhaacosntryAnother key insti-

tution islnnovation Norwaythe Government's mininstrument for innovation arigedevelopment

of Norwegian enterprises and industry with regional offices located across the country.

Northern Norway has several incubatorironments for business stgrs. One of them is Nor-

innova based in proximity to UdIThe Arctic University of Norway. Norinnova is an innovation
company with several functions, including tech transfer for research environments at UiT, hosting «
sciene park and a business incubator, and the investment fund Norinnova Invest AS, establishec
with private capital and a loan from Innovation Norway. Norinnova is one of the innovation envi-
ronments in Norway which has been grantedg@e capital from Innow@t Norway. They manage

the funds on behalf of Innovation Norway and can invest in the incubatopstaratching the

7RFF NordNorge (2017) Fodistrategi Fondsregion NeMbrge- Nordland, Troms og Finnmark 264021.
8 OECD (2016), OECD Territorial Review: Northern Sparsely Populated Regions, OECD PublishigilRBlsat:
http://www.oecdilibrary.org/regions.
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investmentsvith private capital. The privateiseestment is made Borinnova Invest A&nd
business angels.

The knowledge park KUPA (whishpartowned by large international companies SUeuasor,

Total E&P Norway and DNV GL, as well as governmental development bodies, including SIVA)
manages another business incubator in Northern Norway. KUPA is also the operatores@or accel
progamme specifically targeted at supporting youth entrepreneurship in the region.

Accelerator Programméor young entrepreneurs in Northern Norway

The Accelerator Programme for young entrepreneurs in Northern Norway was established in 2016
Lundin Foundation (a registered Canadian ngmofit organisation supported by the Lundin Group of Com
panies, which has operations in Northern Norway). KUPA maes the Accelerator Programme focusing
on business ideas in the fields of renewable energy, energy efficiency and the sustainable use of nat
resources. The target group is young people that have recently started up a business or are working or
innovation project in an existing company.

After an application phase, the young people with the best ideas are invited to a workshop, where they ¢
trained in pitching their business idea, and at the end of the workshogl8 people are selected to partici-
pate in the 6month Accelerator Programme. The young people are based in different parts of the regio
but they meet three times for twoday sessions, and in between they are in contact with business advisc
at KUPA. At the sessions they receive trainingevklop their business plans and practice pitching thei
ideas. Importantly, the young entrepreneurs meet each other and develop networks. The final sessior
completed with a presentation to a panel, including investors, after which a winner is announcelde prize

EO AAAPOAA Oi OEA xE1T1A080 1 AAAG O1 AT OOOA OE!

ET OEA ' AAAI AOAOT O 00T COAI
tor or other business incubators in the region. Interesh the Programme has increased during the 3 yeal
it has been running, and from 2018 the funding of the programme has been expanded to, in addition
Lundin Foundation, include the company Equinor and Innovation Norway.

In incubator environments regional representatives from Innovation Norway and the Norwegian Re-
search Council, and from RFF Ndidrged the Regional Research Fund owned biphtbe north-

ernmost countiedare often brought together to discuss individual business cases. The Regional Re
search Fund has measures in place to sponsor the involvement of researchers to support R&D pr
cesses in businessasd hnovation Norway hasommercialisatiorschemes with which they can
provide support. Sometimes a combination is needed in tip sthsse.

The Norwegian Research Council can supporuptsdnd SMEs with different measures. A key
instrument is the tax incentive scheme SkdtiisRuhich is relevant in cases where a-gpadr

SME needs R&D support to develop. Projects approved by the Norwegian Research Council cal
receive a tax deduction of up t&aaff the eligible costs related to R&D activity. If the tax deduction

for the R&Dexpenses is greater than the amount that the firm is liable to pay in tax, the remainder is
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paid in cash to the firm. All branches of industry and all types of companies can apply to the Skatte
FUNN tax incentive schefne

InnovationNor way administers oO0softdé funds for bus
example, the organisation supports cluster development initiativesnbBratimerovation Norway

has two different types of loalesv-risk and higiiisk. The main shamvolves lowrisk loans or the
obank missiondéd of | nnov arimariygrantdcoinstead gfr.in cdnibir s t vy
nation withbank loans or mortgages to SMEs. Especially in Northern Norway the local and regional
banks arémportant andareused by two out of three SMEd$nnovation loans and district loans,

which are relevant in Northern Norway, are-hgfloans where Innovation Norway provides bank
guarantesin connection with a focus on innovation, growth and internationalisation.

Spaebank 1 NoréNorge is a significant actor in the region, generally willing to take a higher risk
compared to other banks. It is a regional bank established not as a limited company but rather as
foundation that takes a social responsibility by remyvistprofits in the region. Other smaller local
banks based on the oOsparebankd model are bas
Northern Norway, especially in the larger towns. In 2018, Sparebank\bigerthunched a new

loan progrenme in cooperation with the Nordic Investment Bank. Outside the towns Sparebank 1
Nord-Norge has a strong presence, but also DNB, one of the larger banks in Norway, has offices
across the region. It is common for Innovation Norway and banks in theoegifumtd loans to

SMEs.

The main challenge for early expansion andugcaleaccess to private venture capital. There is a
need for what interviewees refer to as opati
are facing a-%0 10-year devepment phase. There is not a strong tradition for business angels in the
region. Business angel investments are typically made within the samim iwdicdtrthey them-

selves are active, e.g. the aquaculture and fisheries industry. It is genetzijemgire) to access
finance for oOonewdé business activities that
banks. Interviewees stress a need for good investment cases that may influence potential angel inv
tors present in the region thatlay invest in their own sector or in real estate to see opportunities.
Attempts have been made by siprenvironments to bring together potential angel investors, but
this remains a challenge. Especially in sectors such as biotechnologytasdol@Gimon for busi-

nesses to seek private venture capital in the capital area. In somelcasggdfgentensive start

ups not onlyrelocatedue to equity investors, but also to gain stronger access to competent labour,
networks and markets.

Historically, Icelandic companies in the fisheries industry have been present in Northern Norway. Ir
recent years, there have also been some examples of foreign investments made in the tourism &
transport industry. Foreign vergtwapital investments in SMEs are not yet common in the region.

9 https://www.skattefunn.no/prognettkattefunn/About_SkatteFUNN/1247149010684?lang=en
10NOU (2018). Kapital i omstillingens tid: Neeringslivets tilgang til kapital. Norges offentlige utredninger 2018: 5.
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Innovation Norway has two programmes of relevance to an Arctic conieded ProRus and

Arctic 2030. ProRus is a programme which Norwegian SMEs with an interest in the Russian marke
can apply for and Arctic 2030 a similar programme for SMEs with ambitions in other parts of the
Arctic. The Arctic 2030 programme has, for exampli@ara@ed Norwegian participation in the EU
Interreg project Visit Arctic Europe.

3.6 NORTHERN SWEDEN

Northern Swedeninvestment climate at a glance

A growing culture for business angel investments based on a model of pukpiivate co-invest-
ment can be observed in Northern Sweden

Obtaining bank loansand creditis more challenging for SMBE®cated inland compared to the
coastal/urban areas, primarily due to closure of bank offices and lack of collateral

Access to pivate equity investmentsfor early expansion and scatap of SMEs isa challengein all
the region.

The regions oNorrbotten andvasterbotterare the focus in this repofthey comprise the joint
programme region Ovre Norrland for the European Regional Development Fund (ERDF), and the
two regions have thereby also developed a joint regional development and innovation strategy (sm:
specialisation) with seven braaglas of focu®r the period 2012020: healthcare innovation; life
science; technology and services related to manufacturing industry; sustainable energy and envir
mental technology; experience, cultural and credtistiis; and digital serviédzart of the ERDF

budget has been allocated to the public organisation Partner Invest to be used as a financial instr
ment. Most of the budgédtowever, is used for development projects in the ré@gi@main share

of the hudget is used for increasing the competitiveness of k&hkjch there has been a high
demand. ERDF funds are also directed at promoting sustainable transportpitmarigavolved
thedevelopment of harbour sites to promote trade through indpiravesport infrastructure facili-

ties. Improvements have also been made to bus transport hubs across the region. The European A
ricultural Fund for Rural Development (EAFRD) is anotheiuBtdof relevance tbusiness devel-

opment

3.6.1 Start-up climate

Almi Foretagspartner AB is owned by the Swedish state and is the parent company of a group cor
sisting of 16 regional subsidiaries. The regional subsidiaries, of which one is based in Northern Sw
den, are b owned by the parent company arfh 9 regional owners. The organisation provides
advisory services and funding opportunities forugiarand SMEs.

Uhttps://tillvaxtverket.se/download/18.5448a7041636if#3feas/1526900645612/0Ovre%20Norrland%202014SE16
RFOPO008.pdf
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Arctic Business Incubators (ABI), which was established in 2005 in affiliation witlnilzatséy

of Technology (LTU) is one of the business incubator programmes in place in the region. ABl is a
limited company owned by LTU Holding AB, Norrlandsfonden, Region Norrbotten, Luled and Skel-
lefted municipality. In addition to its owners, ABliiseotly funded by the municipalities of Pitea

and Kiruna, Langmanska Foéretagarfonden, Sparbanken Nord and by the Excellence Programme ¢
VINNOVA 6Swedends I nnovation Agency. ABI is bas
and Skellefted. Howevirey also work with starps based elsewhere in the region. Each year ABI
evaluat@pproximatel250 business ideas, and they accept 40 ideas in their accelerator programme
and 10 stamips in their incubator.

Arctic Ventures ABbusiness angel investments

Arctic Ventures was established and is managed by ABI. A total of 23 business angelsitmaagted in the
company, and their investments have been matched 1:1 by the staeed Saminvest AB. Most of them

I OCAT EOAA
in the region, and invited relevanpeople, paying special attention to inviting women in business and ge|
erally people still active in business. The amount each person commit{om 100,006300,000 SEK) is
not a major investment for them as they would otherwise invest their money elsewige

Arctic Ventures invests with convertible loans to the approximately 10 incubator stags that are ac-
cepted annually. ABI makes the decisions on how investments are made. After tb4b-year period the

loans (with an interest rate of 6%) will be rejmh or converted into owner capital/shares. Thus, in 202
Arctic Ventures will be closed, and the profits paid to the owners. The plan is to start a new limited cc
pany in 2020 for a new round of investments.

There is a risk that the business angels witltrhave a full return on their investment. However, they benefif
from meeting the 10 startups accepted to the incubator. In some cases, business angels are involved
rectly in the development of the businesses, e.g. as members of their board of directoréiey can also
invest further in the businesses.

ABI builds teams around each starandhelps them gain access to finance, which usually involves

a 5050 mix of granbased funding and venture capital. Depending on theafdbd individual
enterprise, grants are applied for fromegn(smaller amounts for consultancy suppod)from
VINNOVA 6Swedends I nnovation Agency or the Swed
velopment). ABI participate in EU Structural Fundseoced projects. Typically, these are projects
whi ch ABI 06s withhmregiorsal dpvelopment stragsseeg. the space industry, mining,
data centres, IT, gaming and energy. Venture capital is sourced from venture capital funds and bu:
ness angels.

Business angel networksids such asArctic Ventures AB, are in place elsewhere, e.g. the local
initiatives Northern Light Capital in Umed and Digital Ventures in Skellefted, and the Norrbotten
wide business angel networks Startkapital i Norr AB followed by Expandera i Norrbotten AB. Start-
kapital was established in 2010 by two entrepreneurs who hadddey#j in private capital in-
vestments in the region. At the time there was no existing collaboration between business angels. Th
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contacted the County Governor, who invited selected entrepreneurs and business angels to his re
dence. Subsequently, 2@ividualseachinvested 25000 SEK, an amount which was matched by
Innlandsinnovation (currently time process of closing). After all the funds had been invested, Ex-
pandera was established, this time with capital from 40 business angels. -Daseasvegread

across the region.

Startkapital and Expandera follow their venture capital investments closely. Usually they make &
equity investment of between4@ in a business, and they then assign one of the business angels
to sit on the board of direecto The main added value they bring in addition to capital is their
knowledge and expertise, e.g. regarding €Xfdwet can also accompany the businesses to the bank
and help them negotiate loans. In many cases, in addition to the investment madenpartire
individual business angels will invest further in the businesses. Partner Invest in many eases also
invess. Expandera is one of the 23 angels that have invested in Arctic Ventures, and they are therel
also involved in the development of tlisd licubator stastips.

The business angel networks and the public financial instrument Partner Invest maintain close cor
tacts and covest in startips with growth potential. According to interviewees the current setup is
geared towasdnitial investment needs of ugptmillion SEK However, for investments above this
amounbusinesses will need to look to private investment funds tasezhipitabr abroad. Partner

Invest, ABI and other support organisations in some caseimwesters from the capital area to

meet businesses in the region. A challenge that is highlighted in this regard is that investors from tt
capital area do not see the potential in businesses that differ from those usually presented to thet
The businessléas from the north tend to be broademetimes closely affiliated with the manufac-
turing industry, e.g. mining.

In addition to banks, thetateowned Almi and the foundation Norrlandsfon(feanded by the
stateowned mining company LKAB) play key roles in providing loans feupcdlEMES. Spar-

banken Nord is a regional bank established not as a limited company but rather as a foundation th
reinvestits profits in the region. The bams offices in 10 of the 20 municipalities of the region. As
part of the digitalisation process, banks are increasingly centralising and closing locilarffices. In
ernSweden this has entailed thatept for Sparbanken, banks have closed mostrafftices in

the inland municipalities. Already SMEs based in inland municipalities have had challenges acquiri
loansprimarilydue to the comparatively low property values in the inland, which is a problem when
they need to use property as collateram the side of Sparbank#rey are aware thatliey turn

down a loan or credit application, most likely the SME will not have other opportunities.

Generallydue to its core value of societal responsildfigrbanken is willing to take a highkr ris

than commercial banks. This entails that the validity of the businessczseflovabf the business

decides whether the business can obtain a loan, while the property value as far as possible should
be an obstaclin particularNorrlandsfonders highlighted as being significant in terms of providing
loans. In some cases, the bank shares the risk with both Norrlandsfonden and Almi. Partner Invest |
also often involved in dialogue with the banks when there is also a need for ventuPartcapital.
Invest always eovests with private actors. Their network now comprises 215 private investors in
the region.
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In autumn 2018 Norrlandsfonden (covering the fouthernmostegions in Sweden) and Spar-
banken Nord have started discussions with ttepEan Investment Fund (EIF) to establish a credit
guarantee instrument Morthern Sweden. It requires-tunding from national/regional level and
thereby depends on political decisions. The idea is that the credit guarantee instrument would kb
managed biorrlandsfonden. The need for Epimarily arisedue to the bank closures in the
inland.

Except for some oOborn global oo type compani e:
attracting international ven¢ capital is not commonplace for SMEs in Northern Sweden. However,
the region has in recent years attracted several internatiossablargelustries. The organisation
Invest in Norrbotten plays a key role in attracting investments, and maintdogog @iith public
authorities, banks and other stakeholders in connection with the establishment projects.

The cold climate and the vast sustainable and cheap energy (hydropower) make the region attract
for establishing data centres. Facebook sktabthe first data centre in 2044 0f2018 a total of

18 data centres have been established in the area, and an eSfgbbdreatedalso including

in related industrigsWith the establishment of the first data centre, backed doutitgand the

state, the national data centre SICS ICE built for clouriceatata research was established at Lulea
University of Technology and Lulea Science Park was expanded.

12 hitps://www.svt.se/nyheter/lokalt/norrbotten/faceboajor-storsatsningtlulea
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3.7 NORTHERNRUSSIA

Northern Russiainvestment climate at a glance

Efforts to promote entrepreneurship have been strengthened in recent years with advisory services
and different programmes available across the regions

Sart-ups and SMEs have access to business support servicesggairiing enough public finance for de-
velopment can be challenging.
Access to venture capital investment is at an emerging stage in Russia

Improving access to finance is a political priority for the economic developyeetitamRussia.

In 2015, the Russian Federatamchedthé St r at egy f or t hendMedure | op m
sized businesses in the Russian Federationo
entrepreneurial activity and economic diversification in Russian regions. The y2@t3 26
corsidered as a pilot stage to create a supportive infrastructure and system. From 2018 the plan is
a stage of active growth by encouraging lending te amdaihediunsized business@he SME

sector in Russia has steadily grown since 2005, both ioftSMIS numbers and turnoter

3.7.1 Start-up climate

The numbesof startup companies are beginning to grow, especially in the field of IT and innovation
as well as production and tourism. The government has taken a series of measures such as establis
a national project and revising tax regulation to suppotpgasnd entrepreneurs. According to
federalaw the main institution responsible for entrepreneurship development since 2015 is a public
corporatiorfor the development &VEs The main tasks of tlserporatiorare to provide support

for SMEs attract fading and resources, including foreign funtbngrovide financial support for
entrepreneurship, as well as to provide information and educational services for SMEgand start
Russié Arctic regions have branch units of the corporation carryitinge Gupport mechanisms at

the regional level.

There are numerous programmes aimed at the develop8MitsdiVithin these programes there

are separate directions tloe development and financial support for different groupsuptaend
operating emnepreneurs usualbgingone of themThe Centre for Supporting Entrepreneurship in

the Murmanskegionis the operator for several federal programmes in the regioatidhalpro-
gramme OYou are an entrepr enyes in entraprerelrial e s
activities. The centre also supplies educational products targeting different groups (young peopl
women, people new in the field as well as more experienced business professionals) to provide he
with accounting, legal issues atfailrs, market support or-fimancing.

The regional authorities are also important actors providing funding and they support the busines
climate through different measures. There are various funding provision measures offered by variot
institutions, Wich are usually administrated under the authority of some of the local ministries. In the
Murmansk region thdinistry of Industry, Development and Entrepreneurship of Murmansk Oblast

13Russian Federation (20H)ategy for the Development of Small and Mesiiped Bsinesses in the Russian Feder-
ation.
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