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Abstract. In recent years, impact investing has aroused growing interest in science and 

practice. Particularly for startup financing, the topic promises sustainable innovation 

and therefore, high expectations exist for young ventures which address ecological and 

or social challenges within the investors’ community and beyond. However, to date, 

there is little scientifically founded knowledge on how such startups can be valuated 

based on their impact. By addressing this research gap, we contribute to a better under-

standing of impact investing in early-stage startups using a mixed-method approach. 

On that basis, we present the United Nation Sustainable Development Goals as the 

overarching framework and carry out an iterative process, to develop a theoretically 

sound taxonomy of the most important impact criteria to provide a better analysis of 

startups active in addressing societal problems. Further steps for this research in pro-

gress will be introduced and critically discussed together with limitations. 
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1 Introduction 

In recent years, sustainability has taken on an increasingly important role in entrepre-

neurship, as startups are seen as a crucial factor in addressing the grand challenges of 

our time [1], [2]. In academia, sustainability is widely understood as the means to 

achieve the Sustainable Development Goals (SDGs) proclaimed by the United Nations 

(UN) in 2015 [3]. From an investor’s perspective, the importance to support sustainable 

innovation is increasingly apparent: According to a recent study by Pitchbook [4] in 

developed markets, sustainable investment strategies are set for at least 60 (North 

America) to 70 percent (Europe) of investors. A variety of concepts are available to 

include sustainability in the investment strategy, e.g., environmental, social, and gov-

ernance (ESG) criteria [5], and global initiatives foster the measurement of these crite-

ria [6]. With a variety of reporting criteria comes along a lack of a standardized valua-

tion, which makes it difficult to compare companies or projects to date. 

Impact investors specifically want to support projects which try to generate a posi-

tive and measurable impact for the common good alongside financial return [7]. Due to 

this focus, these investors need to consider different criteria to identify impact startups 

compared to other kinds of startups [8]. At an early company phase, i.e., from research 

and product conception, including company formation, to the start of operations, inter-

nal financing from sales is usually only possible to a limited extent for companies in 

these phases [9]. Thus, at this early-stage, startups that try to receive funding from im-

pact investors have to fulfill certain aspects [10]. A major point thereby is what impact 
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criteria they should incorporate into their impact strategy to enable an analysis and 

comparison for the investor. This is up to date still unclear and not well researched. 

There are promising developments recognizable to enhance the measurement of the 

impact of startups, e.g., the DIN SPEC 90051-1 [11], or to measure the impact of start-

up support programs, e.g., the IMPACT Guide [12]. Still, they rather focus on qualita-

tive reporting than concrete and comparable criteria. Therefore, this paper addresses 

the following research question: What are the most important criteria of early-stage 

impact valuation?  

To answer this question, this research-in-progress paper presents the design process 

of a taxonomy development for impact valuation of early-stage startups. This paper 

aims to contribute to the growing research on the topic of impact investment in an en-

trepreneurial setting (see e.g., [13]). Its main contribution is the conceptual clarification 

and differentiation of impact compared to other concepts around sustainable entrepre-

neurship, as well as to bolster the operationalization of impact criteria. In practice, the 

results are of interest for impact investors that can use the developed taxonomy to better 

evaluate and compare startups that apply for their support.  

2 Methodological Approach to Taxonomy Development 

The methodological approach follows the design science framework for taxonomy de-

velopment proposed by Kundisch et al. [14] which builds on the seven-step method by 

Nickerson et al. [15]. This approach has been applied successfully in former design 

science research projects and is a common method in information systems (IS) research 

[16]. The taxonomy design recommendations by Kundisch et al. [14] incorporate the 

iterative process while putting an emphasis on the problem and solution space as well 

as the evaluation.  

In the first iteration, a conceptual-to-empirical (i.e., deductive) approach is applied. 

Firstly, overarching dimensions and underlying criteria are conceptualized based on 

knowledge built from literature. Secondly, researchers examine objects for these char-

acteristics to examine whether real-world objects occupy all criteria or if criteria need 

to be eliminated, re-fined, or added. The result after each iteration is a (revised) taxon-

omy that is followed by researchers reviewing ending conditions. The taxonomy devel-

opment process continues with the next iteration until all ending conditions are met 

[16]. A final evaluation of the artifact should be conducted with regards to the ‘useful-

ness for the intended users and the intended purpose’ ([15] p.353 in [16] p. 4). As this 

paper is a research-in-progress report, currently the examination of real-world objects 

of the taxonomy is not yet included, hence, neither is the evaluation.  

In this paper, the focus is on early-stage startup companies that try to apply for im-

pact funding sources. For this reason, the "most important and projectable impact cri-

teria of impact startups at early stage" were defined as a meta-criterion. Ending condi-

tions for the taxonomy development are derived from literature and consist of objective 

as well as subjective conditions: every criterion has to be unique and not repeated, at 

least one object is classified under each criterion; all authors agree that the taxonomy 

was concise, robust, comprehensive, extendible, and explanatory [17]. Further 
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evaluation goals are identifying and analyzing the objects, compared to doing so with-

out a taxonomy or other classification schemes, and lastly, the taxonomy will be com-

municated to the target groups [14]. 

3 Taxonomy Development for Impact Startups in Early Stage 

Multiple taxonomies in the realm of sustainable development already exist, usually in-

cluding a focus on financial evaluation (see e.g., [18], [19]). Yet, the different classifi-

cation foci and the high complexity make the applicability to young impact ventures 

difficult. Therefore, the proposed taxonomy in this research project for impact startups 

at an early stage is a necessary specification with the goal to identify and analyze impact 

startups.  

With regard to the design science approach, the taxonomy was developed after an 

in-depth and systematic analysis of the state-of-the-art literature concerning impact in-

vesting in relation to entrepreneurship. In summary, the challenge of creating a univer-

sal framework with meaningful and comparable indicators that can be used by all im-

pact actors and capture the true value of impact remains unresolved (see e.g., [20]). 

Furthermore, an impact assessment should be included as early as possible in the strat-

egy of companies [21].   

Based on this, the purpose and target group for the taxonomy were formulated, as 

described in section 2. Furthermore, the theoretical basis of this taxonomy was set on 

the UN SDGs [22], as these 17 goals represent the most urgent problems of our time 

and are universally significant [23]. In the first iteration, the 17 goals were utilized to 

analyze a quantitative data set of 200 impact intermediaries from around the (mainly 

western) world – included were e.g., investors, networks, accelerators, and incubators 

– which support impact startups. These intermediaries require specific criteria to be 

addressed by the startups that want to access their support. This is where the first con-

ceptual-to-empirical iteration of the taxonomy development has started, to identify the 

most common impact criteria, i.e., the most common SDGs. In order to retrieve a min-

imized list, the SDGs identified by the aforesaid analysis were then analyzed based on 

their interrelationship with other SDGs, as it is urged to address more than one SDG at 

the same time, in the best-case socioeconomic goals alongside ecological goals [24]. 

The result led to ten remaining UN SDGs. Those function as the ground for the first set 

of impact criteria in the taxonomy development (see Fig 1., Iteration 1).  

The second iteration was built on 10 semi-structured interviews with European-

prone stakeholders that are experts on the impact measurement of startups. The inter-

viewees included investors, entrepreneurs, startup accelerators, and independent ex-

perts. This was followed by an inductive data analysis [25] which was chosen to ensure 

the inclusion of all relevant categories and additional topics. Main topics were identi-

fied beforehand from 17 open interviews by identifying common patterns as well as 

opposing statements that showed a need for clarification. These were then used to de-

velop the semi-structured interview guideline for the 10 subsequent interviews. The 

derived categories from the analysis of the semi-structured interviews led to the results 

of iteration two (see Fig. 1, Iteration 2).  
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In the current third stage, a conceptual-to-empirical step was again chosen to identify 

a scientifically proven yet practically projectable set of criteria. Based on the aforemen-

tioned findings, literature was scanned for the most common impact criteria in young 

company valuation. From that, a list of in total 20 criteria was derived (see Fig.1, Iter-

ation 3). Some criteria were re-named from iteration 2 to 3, to minimize potential inter-

dependencies, such as between “gender equity” (formerly gender equality) and “diver-

sity and inclusion”, and some were made more granular, e.g., “value chain” into “fair 

competition towards stakeholders” and “promoting social responsibility”. 

 

Fig. 1. Development Process of Criteria for Impact Valuation of Early-Stage Startups, own illus-

tration. 

In the next step, a survey with impact investors was conducted to determine (1) the 

relative importance of the 20 criteria; (2) the top criteria that are most frequently marked 

as "essential"; (3) the differences in the importance of the criteria related to whether the 

investor invests in emerging markets or developed markets, as in emerging markets, 

social issues should be more relevant, whereas, in developed markets, the focus could 

be more on environmental improvements [26]. Afterwards, the updated taxonomy will 

then be applied to real-world objects (i.e., impact startups at an early stage) to deter-

mine, if the taxonomy helps to identify and analyze impact startups that try to achieve 

systemic impact.  

4 Discussion, Implications, and Further Research  

The current state of the taxonomy development for early-stage impact valuation has 

shown first interesting findings while also bringing up open questions. Impact criteria 

for early-stage startups are strongly connected to the UN SDGs. Hence, impact criteria 

can be determined and broken down for early-stage startups based on this framework. 
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One problem though might be the difference in impact definition around the globe. The 

expert interviews have led to a more diverse and differentiated picture of criteria. Still, 

these have then found evidence in scientific literature. The next step will show if a 

clearer picture of the most important criteria for impact valuation in early-stage startups 

can be made. With more clarity on these criteria and their relevance, further research 

will focus on formulating measurements for the identified criteria. Of relevance in this 

regard are former studies, as they postulate an indicator system for measurement, yet 

not on impact but on output level, to evaluate the performance of companies in tackling 

societal and ecological problems [27], [28]. Lastly, an important step will be the eval-

uation of the taxonomy, as it will determine its usefulness and applicability. There are 

certain guidelines in IS research for taxonomy evaluation that will be followed [29]. To 

do so, the evaluation will be conducted by identifying and analyzing real-world objects, 

i.e., impact startups at an early stage, including impact investors in the application of 

the taxonomy (see [14]). Future research could again open up the lens to impact invest-

ments around the globe to determine if the taxonomy is applicable beyond the European 

investment market.  
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