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ClimateTech - Exploiting
opportunities for cooperation
between German companies
and Israeli startups for the
sustainable transformation

of the economy

limate change and climate targets require

the transformation to a green economy.
To realize this, while maintaining their compe-
titive advantage, German Small- and Medium
sized Enterprises (SMEs) need ClimateTech in-
novations. Israel is one of the world's leading
ecosystems for ClimateTech startups. However,
they need support in scaling their technologies.

Cooperation between Germany and Israel is
rated as good by German politicians - with a
positive tendency. The potential for coopera-
tion between the two countries in the areas
of science and education as well as business
and innovation is rated very highly and the de-
sire for stronger cooperation is emphasized.t

The commercialization strengths and scaling
potential of German SMEs can be combined
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with innovative technologies from Israeli start-
ups to manage the transformation. This brie-
fing is the first in a series of six briefings on op-
portunities for cooperation between German
companies and Israeli startups, with a focus
on ClimateTech. The aim is to provide an over-
view of the status quo in Germany and Israel.

Based on economic and societal relevance,
five technology fields (Clean Energy Systems,
Sustainable Mobility and Transport, Climate
Friendly Agriculture, Sustainable Water Ma-
nagement, Food Technology with a focus on Al-
ternative Proteins) with particularly high poten-
tial for closer cooperation for the sustainable
transformation of the economy, are identified.
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Ambitious goals require
ClimateTech innovations

Climate change is the greatest challenge of
our time. The key driver for the transforma-
tion of the economy and society in the Euro-
pean Union is the European Green Deal, which
aims to make Europe the first climate-neutral
continent by 2050, through a resource-effi-
cient, competitive economy.?

In the Federal Government's Sustainability
Strategy, Germany commits to contributing to
the achievement of the 17 SDGs? of the Uni-
ted Nations and identifies a comprehensive
need for action.* Through the Federal Climate
Change Actin 2021, Germany commits to a re-
duction pf 65% in greenhouse gas emissions
compared to the 1990 reference value by 2030
and to complete climate neutrality by 2045.°

The German government's coalition agree-
ment of 2021-2025 "Mehr Fortschritt wagen™
("Daring more progress") also sees the 17
Sustainable Development Goals (SDGs) as a
guideline for policy and places a focus on the
sustainable transformation of the economy
through (green) innovation.®

The requirements for achieving these ambiti-
ous goals are the sustainable transformation
of the economy and society, among others
through ClimateTech innovations.

ClimateTech - definition
and global status quo

There is no uniform definition of the term Cli-
mateTech. In many cases, the terms CleanTech
and GreenTech are understood synonymous-
ly, as is the case here.” ClimateTech is general-
ly understood to describe technologies that
contribute to achieving sustainability goals,
for example by actively reducing greenhouse
gas emissions or addressing the consequen-
ces of climate change.?®
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The German Federal Ministry for the Envi-
ronment, Nature Conservation, Nuclear Sa-
fety and Consumer Protection defines the
Green Economy as a climate-protecting form
of economy that consists of circularity, redu-
cing harmful emissions and lowering overall
resource consumption. The Green Economy
pursues the goal of protecting the climate,
while maintaining economic efficiency.’® The
concept was officially recognized for the first
time by the United Nations in the context of
the United Nations Conference on Sustaina-
ble Development (UNSCD) Rio+20 in 2012, as
an instrument for achieving sustainable de-
velopment."

ClimateTech can be delimited in particular
by the fields of application and impact of the
technologies."”

Based on the differentiation according to Ro-
land Berger in the German GreenTech Atlas,
MHP has identified seven global lead markets
that are also of particular relevance for Ger-
many (see Figure 1):?

In terms of content, these are congruent with
the sustainability goals defined in the Sustai-
nability Strategy'®, the areas of the Green Eco-
nomy distinguished by the Research for Sus-
tainability Strategy (FONA)' and the fields of
action of the European Green Deal.”

Despite the pandemic, the development of
the international market is positive. Both the
number and the amount of investments have
increased continuously since 2013, enhancing
their share of total venture capital.” The total
volume of the global market for ClimateTech
in 2020 was 4.628 billion euros, with signifi-
cant growth potential.”
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ClimateTech in
Germany - a significant
industry with growth
opportunities and risks

According to the Global Green
Economy Index 2022, Germa-
ny is one of the top perfor-
mers in the development and
commercialization of Climate-
Tech.?® However, the number
of patent applications in the
field of ClimateTech has re-
cently been declining in Ger-
many and thus lags behind the
dynamics of other technology
areas.?'

Yet ClimateTech is of outstan-
ding importance for the Ger-
man economy. In 2020, the
share of the Gross Domestic
Product (GDP) was already
15%. A further increase in the
share of employment and to-
tal turnover is expected in the
upcoming years. At 14%, the
global market share of the
German ClimateTech sector in
2020 was many times greater
than the share of the German
economy in the global market
as awhole (3%).22

The market volume for Clima-
teTech in Germany was 392
billion euros in 2020, divided
among the seven lead mar-
kets, with the largest volumes
in the areas of Energy Efficien-
cy and Sustainable Mobility
(see Figure 1 for the market
shares and growth forecasts).
German companies in the Cli-
mateTech sector benefit from
the large national demand and
the resulting potential for sys-
temic solutions. The growth
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rates for the current decade are estimated at
7.3% on average for all lead markets nationally
and internationally. This results in long-term
global sales markets for German companies.?

There is visible growth in all lead markets,
both globally and in Germany. Particularly no-
teworthy are the areas of energy, sustainable
mobility, sustainable water management and
resource and material efficiency (see Figure 1).

At the same time, increasing global competition
can be observed. Emerging countries include
the USA and China, but also Mexico and Brazil.*

With a share of over 90%, the German Clima-
teTech sector is characterized by a very high
proportion of small and medium-sized enter-
prises.?® In order to secure today's competiti-
ve advantage, it is therefore particularly im-
portant to strengthen the innovative power of
these companies.

The German startup scene has also recogni-
zed the need for- and the opportunities of the
sustainable transformation. The fourth Green
Startup Monitor (GSM) shows the great poten-
tial and high relevance of ClimateTech start-
ups in Germany. 43% of the surveyed startups
classify themselves as Green Economy start-
ups, 29% are identified as Green startups by
the GSM. Among the German startups, the
development of ClimateTech in particular is
increasing and has reached its highest share
since the survey began, namely 27%.2°

Against the backdrop of its economic rele-
vance, the positive market situation and in-
creasing competition, approaches to promo-
te the development and implementation of
ClimateTech innovations are thus necessary.

Israel - world's leading startup ecosys-
tem strengthens focus on ClimateTech

Israel has been a global innovation leader

for years and is known for its startup ecosys-
tem, which is considered the most powerful
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after Silicon Valley.?” Through targeted poli-
tical measures and the involvement of cen-
tral actors (including Start-Up Nation Central
and the Israel Innovation Authority), a dyna-
mic environment for innovation and startups
has developed.?® For a long time, the startup
scene was dominated by the fields of Cyber
Security and IT. Tel Aviv is one of the most im-
portant startup ecosystems in the world, with
high levels of investment. Over 370 multina-
tional companies are based in Israel to take
advantage of the potentials regarding innova-
tion, cooperation and investment.?

During the UN Climate Change Conference in
Glasgow in 2021 (COP26)%*, the Israeli govern-
ment declared climate change to be a national
security issue and defined the goal of taking
a leading role in the development of Climate-
Tech.®" Prime Minister Bennett formulated the
vision to transform Israel from a Startup Na-
tion to a Climate Innovation Nation.

Thanks to systematic, targeted measures by
central players, Israel is one of the countries
with the strongest developments and the hig-
hest market dynamicsinthe Global Green Eco-
nomy Index.3* Tel Aviv also ranked second in
Startup Genome's Global Startup Ecosystem
Report, Clean Tech Edition 2022. Berlin and
Frankfurt take up good positions (11th and
25th place), but lag far behind Tel Aviv. The
evaluation criteria are performance, funding,
startup experience, knowledge, talent and fo-
cus. Here, Tel Aviv achieves very high ratings,
with the exception of the talent factor.?*

Israels focus on ClimateTech becomes evi-
dent, for instance at Start-Up Nation Central,
the leading Israeli NGO focusing on develo-
ping, networking and promoting Israel's star-
tup ecosystem. In recent years, Start-up Na-
tion Central has centered its activities around
supporting and expanding the ClimateTech
sector, providing the best conditions for start-
ups.®»

Under the leadership of the Israel Innova-
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tion Institute, various innovation communi-
ties have also emerged as a collaboration of
relevant actors, such as investors, startups,
scientists, companies, accelerators and public
institutions.

Through various activities, these communities
aim to promote exchange among the actors
and thus create optimal framework conditi-
ons for innovation. The communities include
PLANETech (Climate Change Technologies),
EcoMotion (Smart Mobility Community), De-
serTech (Climate Technologies Community),
GrowingIL (Agri. Culture. Community) and Ig-
nite the Spark (Energy Tech Community).3¢/37

A more differentiated overview of the indi-
vidual technology fields can be found in the

FIGURE 2

ClimateTech Startups Classified by their Main Challenge Area

Climate Smart Agriculture

Clean Energy Systems

Sustainable Mobility and Transport

Alternative Proteins

"Israel's State of Climate Tech 2022 Update"
report, with reference to 694 identified start-
ups (see Figure 2). This corresponds with a
share of 14% of all startups founded in Israel
in 2021. 35% of them were founded since 2019,
underlining the dynamic development of the
ecosystem.3®

Furthermore, the study suggests that Israeli
startups are particularly active in the fields of
Climate Smart Agriculture, Clean Energy Sys-
tems, Sustainable Mobility and Transport, Al-
ternative Proteins, and Sustainable Water Ma-
nagement. The five areas mentioned are also
the technology fields that account for the hig-
hest shares of the annual increase in invest-
ments.*° In 2021, 2.5 billion USD was invested
in Israeli ClimateTech startups, an increase of
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340% since 2018 and a growth rate 2.6 times
greater than the global market.*

In the first half of 2022, almost 1.5 billion USD
was already invested in ClimateTech, despite an
overall decline in venture capital investments.
As in 2020 and 2021, more than 50% of the in-
vestments were in Alternative Proteins, Sustai-
nable Mobility and Transport, Climate Smart
Agriculture and Clean Energy Systems.*/43

Generally, the biggest challenge for Climate-
Tech startups is not the availability of innova-
tions, but the scaling.** This challenge is also
evident in Israel, especially when it comes to
the commercialization of ClimateTech inno-
vations. As demonstrated by the overview of
startup activities, numerous technology inno-
vations exist in Israel, but only a few succeed
in making a breakthrough on the market.*

Challenges for the commercialization of Israe-
li startups include the rollout of their techno-
logies, national and international market ac-
cess, financing, and national and international
regulations.*® Specifically, there is a funding
gap in the early startup phases and, as a re-
sult of the comparatively small domestic mar-
ket with few companies, limited demand.* The
scaling of startups is also inhibited by access
to capital, regulatory barriers and product-re-
lated scaling difficulties.*®

Israeli startups are therefore benefiting
from the increasing demand for ClimateTech
innovations and are interested in coopera-
ting with international companies, which
the Israeli government wants to promote
through the creation of conducive frame-
work conditions and financial investments.*

Combining German commercialisation
power with the innovation potential of
Israeli startups

Inthe Global CleanTech Innovation Index 2017,
Israel was classified as the "CleanTech Startup
Generator" archetype, while Germany was
assigned to the "Cleantech Commercializer".>®

WWW.GINSUM.EU

Against the background of the preceding pre-
sentations, this classification still seems to be
permissible. While German companies need
innovations in the five areas mentioned ab-
ove to secure a competitive advantage, Israeli
startups need cooperation partners who sup-
port them in financing, commercializing and
scaling their technologies. Cooperation be-
tween German companies and Israeli start-
ups therefore offers enormous potential for
both sides.

Several German companies are active in Is-
rael, with the aim of interacting with startups.
In 2018, Volkswagen established the Open In-
novation Hub Konnect Campus Tel Aviv®' and
Siemens established the Open Innovation Pro-
gram Siemens Dynamo.>? Many multinational
companies, including Volkswagen, Mercedes
Benz, BASF and Bayer for example, have in-
novation hubs or invest in Israeli startups,
to access innovations in the field of Climate-
Tech‘53/54/55

Contrastingly, SMEs are generally rather re-
luctant to cooperate with Israeli startups and
have not yet exploited this potential.>¢ In their
study, the Bertelsmann Foundation identi-
fied a lack of market access, a lack of trans-
parency regarding relevant actors and a lack
of resources to identify suitable partners as
key barriers to cooperation.>” Despite corpo-
rate cultural differences and challenges®, this
shows precisely where the needs and oppor-
tunities for successful cooperation are.*

German SMEs need support in successfully
initiating and realizing cooperations with Is-
raeli startups. Conducive framework conditi-
ons and suitable exchange formats must be
created for this purpose. In 2020, the Euro-
pean Leadership Network (ELNET) founded
the German Israeli Network of Startups & Mit-
telstand (GINSUM) to promote cooperation
between German SMEs and Israeli startups
through its various activities, in order to ex-
ploit the prevailing potential.®®

Such initiatives can be supported through
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binational collaborations. Successful exam-
ples are the Binational Industrial and Re-
search Foundation (BIRD) between the USA
and Israel in the field of Energy and Water
Management® and the Climate Solution
Prize awarded jointly by Canada and Israel,
which is endowed with 2 million USD®2. The
energy partnership between Germany and
Israelforthe development of solutions against
climate change offers such a cooperation, in-
cluding the strengthening of the exchange of
German companies with Israeli startups in the
focus area of energy.® Inaddition, the German
Chamber of CommerceinIsrael offers German
companies support in technology scouting.®

Five sectors with high
potential for cooperation

An examination of the status quo of the Cli-
mateTech sector in Germany and the Clima-
teTech startup ecosystem in Israel reveals
great potential for cooperation in significant
areas. Against the background of the pre-
sent briefing, three questions in particu-
lar are crucial for identifying the sectors to
be considered more closely and those with
the greatest potential for cooperation:

» In which sectors are Israeli startups par-
ticularly active and innovative?

» Which sectors are of high importance in
Germany due to their economic significance
and market potential?

P Against the background of Germany's contri-
bution and leading claim in achieving the
global sustainability goals, in which sectors
is there outstanding potential for coopera-
tion with Israeli startups?

On this basis, the following five fields were
identified as particularly relevant.

1. Clean Energy Systems

SDG 7 strives for affordable and clean energy.®®
The expansion of renewable energies and the
use of climate-neutral energy are central com-
ponents of the German sustainability strate-
gy.®® The existing energy crisis underlines the
urgency of action. At the same time, there is
great market potential (see Figure 1) and a
particularly high level of innovation among Is-
raeli startups.®’” A framework for cooperation
already exists due to Germany and Israel's
energy partnership.%

2. Food technology
&
3. Climate Smart Agriculture

The expected global population growth, in-
creasing droughts and the associated food
crisis are major challenges.®® To achieve the
second SDG” (No Hunger), new approaches
to food production and processing as well
as technologies to increase food quality are
required. At the same time, food is responsi-
ble for a large share of global CO2 emissions.
Thus, innovations are needed in both agricul-
tural and food technology to realize the green
transfor-mation of the economy. In both
fields, especially in the field of Alternative Pro-
teins, Israeli startups are leading the way.”"/7?
Through the cooperation of German compa-
nies with Israeli startups, Germany can take a
leading role in the development and scaling of
innovative technologies.

4. Sustainable Mobility and Transport

Sustainable mobility and transport are core
objectives of the German sustainability stra-
tegy and a decisive factor for the German eco-
nomy (see Figure 1).”* As described, several
large German companies are already actively
cooperating with Israeli startups in this sec-
tor. Due to the high innovation dynamics and
the breadth of the field, there are also oppor-
tunities for medium-sized companies.
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5. Sustainable Water Management

Due to the climatic conditions, numerous in-
novations for Sustainable Water Management
are emerginginIsrael. For example, Israel ma-
nages to treat and reuse 90% of its agricultural
and industrial water resources.” Increasingly
dry summers and the associated consequen-
ces require innovative solutions in Germany
as well, while Israeli farmers are hardly expo-
sed to the problems mentioned above.” Espe-
cially in this area, Israeli startups have a lot
of potential for scaling.”® Thus, closer coope-
ration can combat problems in Germany and
contribute to achieving SDG 677 (Clean Water
and Sanitation) globally at the same time.

Outlook: Policy Briefings Series
"ClimateTech made in Germany
and Israel"

The upcoming publications of the series will
examine the five identified technology fields
more closely: Clean Energy Systems, Sustai-
nable Mobility and Transport, Climate Smart
Agriculture, Sustainable Water Management
and Food Technology (with a focus on Alterna-
tive Proteins). In each case, the status quo of
activities in Germany and Israel will be descri-
bed and synergies and potential cooperation
formats will be discussed. The objective is to
provide an overview of the opportunities, as
well as suggestions for political measures by
calling on the relevant actors to make use of
the potentials.

Recommendations for Action

The expansion of cooperation in the area of ClimateTech has great potential.
Initial recommendations for action on cooperation between Germany and Israel
in the area of ClimateTech are derived from the analysis. These will be further
deepened and supplemented by successively taking a closer look at the areas of
Clean Energy Systems, Sustainable Mobility and Transport, Climate Smart Agri-
culture, Sustainable Water Management and Food Technology.

» Germany should actively support SMEs in
cooperating with Israeli startups by creating
the corresponding regulatory framework.

P The establishment of exchange formats
for ClimateTech innovations between German
SMEs and Israeli startups is necessary as a ba-
sis for interaction.

P By initiating a German-Israeli competition
for joint ClimateTech innovations, attention
and incentives can be created.

» The establishment and expansion of bina-

tional funding and financing programs for the
cooperation of German companies with Israeli

WWW.GINSUM.EU

startups in the areas of ClimateTech, based on
the models of the Israeli co-financing’®”° and
BIRD?°, are recommended. This can be rea-
lized for instance by setting up an incubator
program, jointly financed by Israel, Germany
and the German SME sector, with a focus on
ClimateTech, or following the model of the
German Accelerator Program.

» The cooperation between the Ger-
man Federal Ministry for Economics and
Climate Action and the Israeli Ministry of
Energy within the framework of the energy
partnership should be extended to the four
other identified technology fields.
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