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The Australian Productivity Commission’s 2015 report
Business Set-up: Transfer and Closure explained that the
rationale for government support of start-ups is that they
create knowledge and network spill-overs which impel
“a ‘virtuous’ cycle of entrepreneurship, innovation,
investment, income and employment growth”.1 This book
looks at the role of innovation in economic development
and the important role that venture capital plays in
financing new businesses and supporting research and
development (R&D) and the commercialisation of
innovations. It describes a number of the programmes
which the Australian Government has implemented to
support innovation and venture capital investment in
start-ups.

The book focuses on the legal and regulatory aspects
of government programmes in Australia, Israel and the
US. These two countries were chosen as comparators as
venture capital as a proportion of their gross domestic
product (GDP) is substantially larger than most other
countries.

The first part of the book comprises four chapters (Chs
2–5) which look at innovation systems and venture capital
investment. Of particular interest to intellectual property
scholars is Ann Monotti’s Ch.4: Universities as Key
Drivers of Innovation and the Role of Venture Capital in
Supporting the Commercialisation of University Research.

The second part of the book looks at Australian
innovation and venture capital programmes. The chapters
(Chs 6–17) in this part describe various taxation

instruments, investment programmes, grants and business
assistance programmes and employee share scheme rules.
Two topical issues which are covered in chapters in this
part are Australia’s capital raising and proposed
crowd-sourced equity funding rules (Ch.7) as well as
Australia’s incubator and clustering programmes (Ch.15).

Innovation and venture capital programmes in the US
and Israel are described in the next part of the book. These
chapters (Chs 18 and 19) contrast the generally supportive
entrepreneurial culture in those countries with that of
Australia.

The final part surveys policy issues in designing
innovation and venture capital programmes. This chapter
(Ch.20) commences with general observations about
Australia’s innovation and venture capital programmes,
and observes that these have generally not solved the
venture capital funding gap that exists in the country. It
is pointed out that a country’s innovation programme has
many aspects which have to be addressed by a
multi-targeted range of options. This chapter addresses
17 factors which have to be taken into account in
designing innovation and venture capital programmes.
These include: resource allocation, programme limits,
investment vehicles, investment and capital raising
criteria, beneficiary criteria, reporting and compliance,
relationship to other programmes, intra-government
issues, and interaction with the broader innovation system.

One section also addresses connecting academia and
industry. This factor illustrates some of the problems with
the stimulation of entrepreneurship in Australia.
Governments have removed some billions of dollars from
the university sector to meet other obligations. The
entrepreneurship incentive for the university sector is to
meet the shortfall of government funding from
commercial enterprises. This has the effect of privileging
research which has a commercial impact over fundamental
research without this immediate impact. This is likely to
have deleterious implications in future years, hence the
necessity for long-term vision. This chapter argues the
need for internationally competitive programmes. Horizon
2020, the EU’s Research and Innovation programme, has
nearly €80 billion of funding available over seven years
(2014–20). This dwarfs the available Australian funding,
which is measured in millions. Its best hope is to emulate
Israel’s niche funding approach.

This well-researched book provides a case study of the
sorts of questions which all countries have to confront in
their promotion of entrepreneurship.

Michael Blakeney
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1 Australian Productivity Commission, Business Set-up: Transfer and Closure (2015), p.248.
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