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ABSTRACT 

Governments increasingly partner with corporations, universities and research institutions in an effort to build knowledge-intensive 

and high tech clusters. These ‘triple helix’ collaborations generally ignore the importance of financial capital and financially driven 

incentives. Since the main purpose behind the triple helix approach is to solve economic, social and environmental problems, the 

policy focus should be on building venture capital ecosystems. New sources of capital, such as joint venture capital funds, crowd 

funding, online venture capital platforms and partnerships offer new opportunities for governments. 

 

1. Introduction 

What should governments and policymakers do to 

stimulate innovation and entrepreneurship? One way to 

do it is to encourage the launch and development of 

start-up companies. But, how should governments 

support these innovative startup companies? Is there a 

role for governments in the finance of innovation? There 

isn’t an easy answer. For instance, it has often been 

argued that governments can only play a very limited 

role in spurring innovation and entrepreneurship (Lerner, 

2009[1]; Hwang and Horowitt, 2012[2]). It is here 

where the ’venture capital ecosystem’ plays a crucial 

role. Clearly, venture capital (provided by private parties 

as well as the government) is necessary to support the 

further growth and development of these companies 

(Gompers and Lerner, 2001[3]; Mazzucato, 2013[4]).  

In order to stimulate innovation, policymakers 

mainly focus on creating environments in which 

governments increasingly partner with large 

corporations, universities and knowledge and research 

institutions. These triple helix collaborations are, among 

other things, directed to the establishment of 

knowledge-intensive service clusters in which the 

structure and dynamics of interactions among the 

different actors drive the transfer of knowledge and 

provide other resources that increase the potential for 

innovation, growth and value creation. The triple helix 

approach has proven successful in that it has led to the 

formation of formal and informal networks of 

entrepreneurs and other economic actors, thereby 

increasing the availability of human capital and, more 

importantly, social capital. 

 

2. Methods 

We assess the triple helix model by an analysis of the 

most innovative regions in the world. Consider 

Brainport in the Netherlands. Brainport is a business 

location that is centered around Eindhoven in the 

Netherlands. it was established as a triple helix cluster. 

This initiative is considered very successful in terms of 

R&D spending, the production of patents and job 

creation. In 2011, companies invested EUR 2.1 billion in 

research and innovation, which resulted in the 

production of 42% of the total patents (approximately 

1,100 patents) that were registered in the Netherlands. 

More than 60,000 industry jobs were created in the 

region. In terms of benchmarking the success of 

Brainport, the triple helix approach has arguably 

generated an ecosystem for innovation that belongs to 

the best in the world. In 2011, the Intelligent 

Community Forum named Eindhoven the ‘Intelligent 

Community of the Year’. What is perhaps more 

important is that Forbes Magazine has ranked 

Eindhoven as the most inventive city in the world (with 

22.6 patents for every 10,000 residents) in 2013 

(Pentland, 2013[5]). To put this number in perspective, 

in the second-ranked San Diego, which is considered the 

world leader in the clean technology economy, this 

number is 8.9 patents for every 10,000 residents.  

Despite the clear benefits of the triple helix model, 

there is a recognized concern that the Brainport hub may 

not realize its full potential (European Commission, 

2013[6]). Experts increasingly point to a missing fourth 

helix (and sometimes even fifth helix): the citizens or 

user communities (also called the ‘civil society’) and the 

‘natural environments of society’ (Carayannis, Barth and 

Campbell, 2012[7]). There is something to the 

quadruple or quintuple helix model. The unique 

collaboration among academia (research), industry and 

government focuses on the creation of an engaging and 

stimulating environment for open innovation and 

knowledge transfer activities. However, the model does 

not include the drivers for knowledge production, 

innovation and growth. This is where the civil society 

(fourth helix) and natural environment (fifth helix) come 

into play. It is argued that these elements are necessary 

to provide incentives to the ‘triple helix actors’ to drive 

economic, social and environmental innovations to the 

market faster and more effectively (Curley and Salmelin, 

2013[8]). 

Still, there are problems with pushing the quadruple 

or quintuple helix models too far. First, the extended 

innovation models prove difficult to implement, because 

they heavily rely on the actors’ willingness and ability to 

think and act beyond their own functional boundaries 

(European Commission, 2013[6]). Second, the models 

arguably put too much emphasis on the interrelations of 

human capital and social capital in the process of 

innovation and collaboration, thereby ignoring the 

importance of financial capital and financially driven 

incentives (The Economist, 2013[9]). These financial 

incentives are necessary to accelerate growth and 



 

achieve market leadership. Venture capitalists and other 

risk capital providers can and must play a crucial role 

not only in the area of knowledge transfer and 

innovation, but also as ‘social impact’ investors that 

attempt to solve global economic, social and 

environmental problems, such as global warming and 

healthy aging (Bennett, 2012[10]; Martin, 2013[11]). 

This brings us to the challenges that policymakers and 

governments face in building a venture capital 

ecosystem. 

 

3. Results and Discussion 

The creation of a venture capital ecosystem remains 

one of the biggest challenges for governments. There are 

several reasons for this. Most traditionally structured 

venture capital firms have (with a few notable 

exceptions) delivered uninspiring returns (Mazzucato, 

2013[4]; Mulcahy, 2013[12]). This has not only led to a 

significant decrease in the number of venture capital 

funds, but has also moved many of them towards the 

less risky financing of already profitable later stage 

companies or companies founded by so-called serial 

entrepreneurs with considerable track records. Clearly, 

this development has created an ‘investment gap’ in the 

funding of early to mid-stage companies in Europe (see 

Figure 1). The decreasing number of venture capital 

funds and their propensity to move to later stages of 

funding has contributed to the emergence of a ‘liquidity 

gap’ in the venture capital ecosystem (see Figure 1). 

This gap is tied to the significant increase in the time 

that elapses between the inception of the company, the 

first involvement of risk capital providers and their 

ultimate exit. 
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Fig. 1 Gaps in the Venture Capital Ecosystem 

 

Policymakers and governments usually intend to 

bridge the gaps in the venture capital ecosystem by (a) 

creating a legal, fiscal and economic environment that is 

conducive to venture capitalists and (b) providing direct 

or indirect venture capital in the form of debt and equity. 

By doing so, governments hope to replicate the success 

of the world’s most successful ecosystem: Silicon Valley. 

We are all aware of the success stories of entrepreneurs 

that started their businesses – and developed their 

innovative ideas with the help of venture capitalists – in 

garages and basements and built them into global 

market leaders. The Silicon Valley model, however, is 

not easily replicated (Hwang and Horowitt, 2012[2]). It 

appears that providing (access to) venture capital is not 

sufficient. Policymakers should focus on the specific 

characteristics of Silicon Valley: the personal 

interactions among both public and private capital 

providers that turn innovative ideas into vibrant start-up 

companies. However, there is good news. Although 

venture capital has drawn most attention from 

policymakers in many countries, the venture capital 

ecosystem is currently evolving. In particular, we 

observe new breeds of risk capital providers, such as 

corporate venture capital funds and crowd funding. 

 

4. Concluding remarks 

Policymakers have long been committed to create an 

environment in which high-potential growth companies 

are able to flourish into large, world-leading companies 

in a relatively short period of time. Seeing the 

importance of developing a venture capital ecosystem 

where innovative firms can prosper, governmental 

efforts should be geared towards supporting the 

market-based initiatives that have already emerged to 

cover the ‘gaps’ in the venture capital cycle (both in the 

early and later stages). Again, we will analyze and 

assess the world’s most innovative clusters to get a 

clearer understanding of the financial and personal 

factors that drive the venture capital ecosystem. 
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