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Abstract:

Governmental venture capital is significant worldwide, but little is known about how such
funding decisions are made. Using longitudinal observations of closed-door meetings among
governmental financers, complemented by interviews, documentation, and secondary data
from 125 applications for venture financing, we identify how institutional logics guide
financing decisions. Our analysis reveals a framework in which cognitive logic guides venture
support decisions of whether to support an entrepreneur or not. Although the financiers
officially communicate regulation to secure external legitimacy for their decisions, the
meetings revealed that cognitive logic influenced financing decisions whether or not
normative and regulative logics were present. We identify why the cognitive logic dominate
the funding decision by outlining a set of “overshadowing forces”, which restrict normative
and regulatory influence on the funding decision. This research has implications for literature
on non-aligned institutional logics and venture financing.
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