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INTRODUCTION TO THE SPECIAL ISSUE
This special issue of the Journal arises from the first stage of an EU Sixth
Framework Programme, Priority 7, Grant to study the relationship between
university entrepreneurialism and the Europe of Knowledge. The economic
contribution of the knowledge society forms the central plank of the EU Lisbon
Declaration which sets a target for R&D expenditure in Europe as a proportion
of GDP by 2010. The grant offers support for three phases of activity, the
establishment of a theoretical framework, case study research and the
dissemination of the findings. The following universities are partners in the
enterprise: Institute of Education, University of London (the coordinator),
Stockholm School of Economics (Sweden), University of Turku (Finland), Adam
Mickiewicz University (Poland), State University Higher School of Economics,
Russia, Moldova State University and the Polytechnic University of Valencia
(Spain), plus the UNESCO International Institute of Educational Planning.

The concept of the Entrepreneurial University was first highlighted by
Clark in his 1998 book Creating Entrepreneurial Universities and was the theme of
the OECD IMHE General Conference in 2000, many of the papers for which
were published in this Journal. It has continued to be a major theme, not just
in Europe but world wide, and this is reflected in papers published in the
Journal since. It also, by implication, emerges strongly in a new European
Commission paper “Mobilising the brain power of Europe: enabling
universities to make their full contribution to the Lisbon Strategy” (COM 2005),
where many of the ideas for the diversification of the income base, working
more creatively with industry and commerce and breaking free from
inhibiting regulation and internal constraints, are explored in challenging
ways. Actual research on what constitutes entrepreneurialism and how it
manifests itself in higher education is less evident, however. Clark pioneered
the importance of using the case study approach in his 1998 study and
followed this up in his 2004 book Sustaining Change in Universities (Clark, 2004).
This study will extend the case study approach by examining some
30 European universities drawn from the seven countries represented in the
project, which have been selected for study under very broad criteria, and not
because they are necessarily entrepreneurial, to attempt to isolate
entrepreneurial characteristics and how these characteristics may have
changed over time and what organisational and structural and managerial
adaptions have taken place in the universities as a result. The study will be
unique in covering private as well as public universities.
HIGHER EDUCATION MANAGEMENT AND POLICY – VOLUME 17,  No. 3 – ISBN 92-64-03565-6 – © OECD 200510



INTRODUCTION TO THE SPECIAL ISSUE
The first stage of the project was to address the theoretical framework.
We commissioned three foundation papers (Fuller, Barnett and Kitagawa) and
discussion around these formed the basis of a paper on the theoretical context
(Shattock). We also commissioned a review of the relevant literature (Rinne
and Koivula) and a study of the relevant national systems of higher education
and how their development over the last decade had stimulated or
constrained entrepreneurialism (Williams and Kitaev). These papers
constitute the special issue. We hope that, in addition to providing an
intellectual framework for the next stage of our own research, they will be
interesting to others and will also offer a stimulus to more research on this
and related themes.

The Editor

References

Clark, B.R. (1998), Creating the Entrepreneurial University: Organisational Pathways of
Transformation, Oxford, Pergammon Press for IAU.

Clark, B.R. (2004), Sustaining Change in Universities: Continuities in Case Studies and
Concepts, Maidenhead, Open University Press.

Commission of the European Communities (COM 2005/152), “Mobilising the brainpower
of Europe: enabling universities to make their full contribution to the Lisbon Strategy”,
Communication from the Commission.
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Their Role in the Europe of Knowledge 

The Theoretical Context 

by

Michael Shattock 
University of London, United Kingdom

This paper explores the theoretical foundations of the concept of
entrepreneurialism in universities and the contribution it can make
to the knowledge society. It reviews the concept as an economic
phenomenon and draws a distinction between the use of the term
in economics and its use in higher education and that in higher
education it can be seen as a contested idea which can in some
circumstances be destructive of academic values. On the other
hand it can strengthen institutional autonomy and can be an
enabling process which stimulates research and innovation.

Barriers to entrepreneurialism at national and institutional levels
are noted and the important area of risk. Two particular ideas are
discussed, the concept of the academic entrepreneur and the
relationship between the new emphasis on universities’ regional
role and the nature of the entrepreneurial university.
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EUROPEAN UNIVERSITIES FOR ENTREPRENEURSHIP: THEIR ROLE IN THE EUROPE OF KNOWLEDGE

European Universities for Entrepreneurship: Their 
Role in the Europe of Knowledge
The theoretical context

The European Union has adopted the goal of becoming the most
competitive and dynamic knowledge-based society in the world because it
sees knowledge production and diffusion as the engine of economic and social
progress. Universities are regarded as having a profound influence on the
realisation of this goal. The Commission argues that: “Given that they are
situated at the crossroads of research, education and innovation universities
in many respects hold the key to the knowledge economy and society” (COM,
2003/58). They are, it says, responsible for 80% of the fundamental research
conducted in Europe, they employ 34% of the active researchers, and the
unemployment rate of their graduate output stood at only 3.9% in 2001, one
third of that of people with lower level qualifications. In addition universities
train increasing numbers of students to higher qualifications many of whom
enter highly knowledge intensive sectors of the economy; this sector
accounted for half of the new jobs created between 1997 and 2000. They are
key contributors to lifelong learning (COM, 2003/58).

Constraints on universities

These expectations impose on universities unlooked for, and perhaps
unrealisable, roles and responsibilities. Universities, endowed as they are,
with a long history, and important as they have been in the production of
scholarship and new ideas, and for the training of elites, have not until
recently been seen as such positive vehicles of economic progress. Like many
other institutions they are facing pressures for change and, unlike most other
institutions which have historically depended on the state for resources, their
history suggests that they operate most effectively if they have a high degree
of academic and, in some countries, managerial autonomy. The overall
management of university systems remains, however, vested in individual
national governments and variations in modes of state governance, funding
regimes, levels of investment, and human resource policies, can have critical
impacts on their outputs, and in particular on their capacity to innovate,
introduce organisational change and act entrepreneurially.

Over the last two decades all European higher education systems have
expanded rapidly to respond to a rising demand for places, driven partly by
demography but more particularly by rising expectations of educational
advancement. This trend has been strongly encouraged by national
HIGHER EDUCATION MANAGEMENT AND POLICY – VOLUME 17,  No. 3 – ISBN 92-64-03565-6 – © OECD 200514



EUROPEAN UNIVERSITIES FOR ENTREPRENEURSHIP: THEIR ROLE IN THE EUROPE OF KNOWLEDGE
governments but funding levels have failed significantly to keep pace with
student numbers. One effect has been some differentiation of roles amongst
universities between the more research intensive, the less research intensive
and the more local or regional institutions. This process has proceeded at
different rates and at different levels of intensity in different countries. A
second effect has been the encouragement offered by governments to
universities to generate a growing percentage of their funding from non-state
sources. These developments have led to extensive organisational and cultural
changes within institutions which have varied according to national contexts.

Amongst state institutions generally universities are perhaps unique in
the extent to which they are subject to supranational global influences –
intellectual, in relation to the movement of staff and students, and in ideas
about the role of universities themselves. At one level globalisation is driven
by supranational bodies’ ideas about the role of universities in the civil society
(Figure 1), at another it reflects a more open convergence as described by

Figure 1. Relationship between supranational bodies and nation states 
in the field of educational policy

Source: Rinne 2005.
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EUROPEAN UNIVERSITIES FOR ENTREPRENEURSHIP: THEIR ROLE IN THE EUROPE OF KNOWLEDGE
Barnett in relation to entrepreneurialism (Barnett, 2005). Within Europe, the
Bologna process and the investment in research arising from the Lisbon
Declaration represent good examples of where a supranational agenda is
created from outside national borders. The combination of the depletion of
the institutional resource base and the greater reliance on market drivers
along with the consequential changes in managerial structures, at national as
well as institutional levels, and the impact of globalisation have created
uncertainty about academic identity and institutional mission and direction.

Entrepreneurialism

Entrepreneurialism, as an economic phenomenon, is a term which is
widely used in a popular sense but which has defied definition. Audretsch in
a comprehensive literature survey concludes that “there is little consensus
about what actually constitutes entrepreneurial activity” (Audretsch, 2002). An
EU Green Paper sees entrepreneurship as being able to turn a business idea
into success through the “ability to blend creativity or innovation with sound
management” and argues that the common characteristics of entrepreneurial
behaviour are “a readiness to take risks and a taste for independence and self
realisation”. It quotes as an illustration of the “entrepreneurial dynamism” of
the United States that it took 20 years to replace one third of the Fortune
500 companies listed in 1960 against four years for those listed in 1998
(COM, 2003). This reflects the Schumpeteran thesis that entrepreneurialism
is a disequilibria ting force, a force for “creative destruction” where new
entrepreneurial firms displace older less innovative ones, thus producing
economic growth (Audretsch, 2002).

It should be remembered that entrepreneurialism in the economic sense
only began to become fashionable in the modern period after Birch’s finding,
published in 1981, in a period of recession, that small firms in the United
States were expanding employment more rapidly than larger ones, which had
hitherto been seen as the engines of growth (Birch, 1981). This evoked a strong
response from business theorists who argued that entrepreneurialism had a
strong connection with the size of the company and usually its commitment
to new technologies together with its capacity to take decisions quickly, take
risks and reposition itself in changing markets for success. These were
characteristics which were rarely found in traditional companies, mostly built
on manufacturing for mass markets.

Entrepreneurialism in universities

This economic view of entrepreneurialism is certainly reflected in the
debates about entrepreneurialism in universities but there are significant
divergences. Any account of entrepreneurialism here must begin, however,
with an acceptance that it is a contested concept as demonstrated in Rinne
HIGHER EDUCATION MANAGEMENT AND POLICY – VOLUME 17,  No. 3 – ISBN 92-64-03565-6 – © OECD 200516
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and Koivula (2005). Clark’s Creating the Entrepreneurial University (1998) which
has largely set the terms of debate in Europe describes entrepreneurialism in
a positive light and the case study universities he analyses are shown as
breaking out of the constraints imposed by restrictive funding regimes or by
the conventions of state run higher education systems. They do this by
encouraging innovative academic behaviour, engaging in wide ranging
partnerships with external bodies and generating non-state funding which
they distribute in ways which incentivise further entrepreneurial academic
activity as well as cross-subsidising academic activities which cannot so
benefit themselves. Entrepreneurialism stimulates external collaboration
notably with industry and commerce, but not exclusively so, and reinforces
academic performance by attracting additional resources and widening the
research and teaching agenda. Such activity produces institutional self
reliance and less dependence on the state. In his second book on this theme,
Sustaining Change in Universities (2004) Clark enlarges the concept by referring
to “the adaptive university”, the “proactive university” and the “innovative
university”. Shattock (2003) defines entrepreneurialism in similar terms as
inter alia “a drive to identify and sustain a distinctive institutional agenda
which is institutionally determined not one [which is] effectively a product of
a state funding formula”. A much less positive picture emerges from Slaughter
and Leslie’s Academic Capitalism (1997) and from Marginson and Considine’s
The Enterprise University (2000) which emphasise much more the academic and
organisational downsides of universities being forced to diversify their
resource base by engaging in the search for non-state income. The latter
define the Australian “enterprise university” as having the first three of Clark’s
characteristics of the entrepreneurial university – the strengthened steering
core, the expanded developmental periphery and the diversified funding base,
but significantly not the enhanced academic heartland or the integrated
entrepreneurial culture. There is also concern, particularly voiced in Europe,
that by increasing university dependence on non-state resources and deepening
their engagement with industry and commerce, universities will lose their
freedom to act in their traditional role as critics of society. Williams in The

Enterprising University (2003) confirms the view “that the emergence of
enterprise as a powerful and possibly dominant force in universities inevitably
raise fundamental questions about their nature and purpose”.

Barnett (2005) suggests that, at least in higher education, there are different
forms of entrepreneurialism broadly described as “soft” and “hard” where in
what he describes as an “open market” one can find “civic entrepreneurialism”
where a university is keen to develop itself in a free market and “unbridled
entrepreneurialism” where the generation of non-state income is undertaken
for its own sake and where the university would see itself as “a major source
of exploitable knowledge capital […] and it would seek to deploy that capital
HIGHER EDUCATION MANAGEMENT AND POLICY – VOLUME 17,  No. 3 – ISBN 92-64-03565-6 – © OECD 2005 17
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effectively and so secure the maximum financial return”. By contrast in
“controlled markets” he defines categories of “hesitant entrepreneurship”
where institutions may be encouraged to be entrepreneurial but are risk averse,
and “curtailed entrepreneurship” where the state has, effectively, limited the
options by closing them off through regulatory or other bureaucratic means.

Entrepreneurialism can be seen as a way of achieving “self directed”
autonomy (Shattock, 2003) or be regarded as simply an attempt to mitigate the
depletion of the resource base. It can be seen as a way of releasing academic
energy as for example in the well documented Cambridge Phenomenon (SQW,
1985 and 2002) but can also be destructive of academic work, reducing research
to consultancy, subordinating academic teaching to low level repetitive
performance for financial return and encouraging an approach to university
management based solely on financial criteria. Williams (2003) concludes “that
enterprise is an enabling process through which the more fundamental aims of
universities can be protected and pursued in mass higher education systems.
Competitive enterprise can certainly result in dumbing down, but it can also
lead to great works of scholarship and artistic and intellectual creation”.

Entrepreneurialism within universities

Entrepreneurialism, however, needs to be seen not only as an
institutional characteristic. There is a substantial literature quoted in Kirby
(2003) devoted to “intrapreneurs” in the world of business (Drucker, 1985,
Kantor, 1983, Pinchot, 1985, Ross and Unwalla, 1986, Sinetar, 1985), that is
entrepreneurial individuals who are able to innovate within traditional large
organisations, and who do so by challenging bureaucracy and creating
successful operations in spite of, rather than in line with, the organisational
culture and strategic aims of the company. Perlman et al., (1988) uses the title
“academic intrapreneur” to identify managerial change agents in a university
but it is also a useful concept to describe where individual successful academics
build substantial research or teaching enterprises outside traditional
structures funded almost entirely from external sources. Thus individual
programmes and research teams may be built up entrepreneurially by
combining grants from research councils, contracts from industrial or other
sponsors and fees from postgraduate students. In the same way departments
and research centres may generate resources outside those made available by
the institution which enable them to invest in new facilities, recruit additional
staff and win new research grants and contracts. Whole new academic
enterprises may be created on “soft” money which through their output of
books and articles generate new courses and teaching programmes. The
drivers for such activities may be similar to those affecting the entrepreneurial
universities themselves – academic ambition, the need for resources, and the
wish to build a “self directed” autonomy which gives independence from the
HIGHER EDUCATION MANAGEMENT AND POLICY – VOLUME 17,  No. 3 – ISBN 92-64-03565-6 – © OECD 200518
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regulatory mechanisms of their own institution. Such creativity and academic
innovation will, of course, flourish more easily in sympathetic environments,
where entrepreneurialism is encouraged, but can also be found in universities
that operate in highly regulated, bureaucratic and hierarchical modes. One
criterion, among many, for measuring entrepreneurialism in a university
might be the number of quasi independent research centres which it has spun
out of a traditional departmental structure.

Risk

An important element of the entrepreneurial character is the willingness
to take risks. In the world of business such risks are always measured
financially. Indeed the French origin of the word entrepreneur, according to
the Oxford English Dictionary is a person who rented a theatre or concert hall for
a live performance taking the financial risk that an audience would buy a
sufficient number of tickets to make it profitable. In universities risks may be
academic or reputational as well as financial. The university which commits
itself to investment in a new academic activity or to back academic promise in
a particular area, using its own resources, may be taking a financial risk, but
also an academic risk that the promise is not realised. Similarly an individual
academic may take a scientific and occasionally a financial risk in choosing a
particular line of research playing an entrepreneurial hunch that this will prove
to be the one to yield the best return. Of course universities may also engage in
real business risks in deciding to invest in patents or in spin out companies
based on academic work carried out within the institution, or in technology
transfer companies or incubators or science parks. The risk element is inherent
in university entrepreneurialism and activities which may be more opportunist
and which are undertaken in conditions of uncertainty need to be distinguished
as such from those activities which are planned and developed as part of an
agreed institutional strategic plan based on continuing state support.

Universities and their regions

A particular example of the global transfer of ideas about universities is
the new European emphasis on their regional and local economic roles. In one
sense it would be natural for entrepreneurial universities to address the
problems of their local and regional communities as a way of engaging with
the external world, and of undertaking entrepreneurial activities. But
increasingly national governments are encouraging formally the creation
of a “third mission” supported by “third stream funding” because “Policy
communities at multiple levels have come to view universities as being at the
heart of the knowledge-based economy” (Kitagawa, 2005). However as Kitagawa
points out the extent to which universities are linked to local/regional
structures is partly a product of the degree of decentralisation undertaken by
HIGHER EDUCATION MANAGEMENT AND POLICY – VOLUME 17,  No. 3 – ISBN 92-64-03565-6 – © OECD 2005 19
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national governments and the extent to which individual university activities
are naturally “localised” rather than being national or international in
character. Regionalism is influenced by levels of regional devolution, national
science and innovation policies, business structures and the economic
conditions of the regions themselves. But many of the activities that regional
agencies and universities have established cannot of their nature be
economically self sustaining and depend on continuous subsidies from
regional or national sources. In these circumstances the relationships
between universities and their regions can become complex and
bureaucratised. Matching university strengths with national spatial strategies
can become areas of conflict where questions of autonomy and “self reliance”
come up against regional need, and local political pressures.

Differentiation within systems of higher education

The regional dimension of higher education policy points up the extent to
which entrepreneurialism is linked to the stratification of higher education
systems. The research intensive university will find a conflict between its
interests in national and international research and the needs of its region.
The less research active will not, however, necessarily have the breadth or
depth of expertise to give the support to local industry or SMEs that they need.
In the situation of mass higher education and the need to concentrate
research support in research intensive universities it is almost inevitable that
some differentiation of universities is going to take place. Is the possibility of
entrepreneurialism evenly spread across the diverse range of institutions
incorporated within most European higher education systems? This is a
research question which the study will address. Clearly research intensive
universities have more particular opportunities to be entrepreneurial because
their research strengths give them the ability to launch research initiatives,
establish research partnerships with industry, exploit their research in spin off
companies and derive profit from intellectual property rights. The more
research active the academic staff the more likely they are to be risk takers in an
academic sense and probably the more willing the institution will be to take
risks on them in a financial sense. It is no accident that some of the most
successful research universities have developed the most successful science
parks. But this omits the universities’ human capital function, the contribution
that universities can make at regional levels to life long learning, to widening
access to professional development and to the regional civil society.

The pull towards the regional economic agenda can therefore be a
stimulus to university entrepreneurialism or may simply be an example of the
changing role of higher education away from a traditional model to a closer
relationship with wider societal issues.
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Entrepreneurialism and the diversification of the university model

The development of mass higher education has forced the diversification
of the traditional university model because the Humboldtian university, where
research and teaching are accorded equal weight, is difficult for the modern
state to finance at all institutions that teach at a higher education level.
Diversification has been driven by competition between universities in research
and by the effect of market forces on student choice. The growth of the private
university in Europe is one indication of this, and a powerful indication of the
forces of change; the pressure for universities to play a greater role in
stimulating their local and regional economies is perhaps another. But the
growth of university entrepreneurialism – of the institution and within the
institution – represents a further element of diversification. Indeed as Barnett,
2005) argues while the entrepreneurialism idea can be said to be an example of
convergence or “knowledge travel” its implementation may lead to changes in
academic identity. If the essence of entrepreneurialism is self directed
autonomy (Shattock, 2003) then the expectation must be that it will produce
greater institutional diversification within system-wide models. If universities
become more orientated to markets, more driven by individual initiative, more
subject to risk taking will this not also lead to greater diversity of mission and
organisation? Is the growth of electronically based distance education in some
universities, certainly an example of entrepreneurialism and risk taking, just
one harbinger of much wider changes in university structures as they address
new markets? The more entrepreneurial universities become, the more they
also become subject to global pressures for change. Figure 2 summarises the
external and internal factors contributing to change (Koivula and Risto, 2005).

Barriers to entrepreneurialism

Audretsch (2002) quotes some important findings about the barriers to
innovation in industry. For example Beise and Licht (1996) showed that the
major constraint on innovation for small and medium sized enterprises in
Germany quoted in surveys in 1992 and 1994 was the length of the gestation
period between the birth of the idea and its commercial exploitation.
Audretsch (1991) argued that in large firms “The decision to innovate must
survive layers of bureaucratic resistance, where an inertia regarding risk
results in a bias against undertaking new projects”. This reinforces the view
that internal organisational structures can influence creativity and the total
amount of innovative activity. There are many parallels between these
findings and the position in universities. Shattock (2003) and Clark (2004) show
how internal bureaucracy and mechanisms of financial control designed for
conventional financial reporting can stifle intrapreneurial activity. Delays in
purchasing equipment and putting it into service together with extended
approval mechanisms can severely affect the gestation period of research. At
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EUROPEAN UNIVERSITIES FOR ENTREPRENEURSHIP: THEIR ROLE IN THE EUROPE OF KNOWLEDGE
the institutional level Williams (2005) shows how national funding
mechanisms can discourage entrepreneurialism and risk taking and how the
burden of regulation can inhibit institutional initiative a conclusion reiterated
by the European Commission (COM, 2005). Breaking down the bureaucratic
barriers to entrepreneurialism in universities is probably at least as important
as incentivising it through new financial mechanisms.

Conclusion

This paper has set out to explore the theoretical foundations for a study
of university entrepreneurialism and the contribution it can make to the
knowledge society. It shows that entrepreneurialism in a university context
draws on concepts of entrepreneurialism from the world of economics and
business but is not precisely coterminous with them. It emphasises that the
very concept is a contested one in universities (Rinne and Koivolu, 2005) but it
also argues that it should not simply be seen as reactive to financial stringency.
In particular it identifies the importance of academic “intrapreneurs” and the
need that structures and constraints need to be loosened to enable them to
flourish. Finally, it concludes, following Williams (2005) and the European
Commission (COM, 2005) that entrepreneurialism can be inhibited at all levels
by over regulation and by national bureaucratic control which is concerned to
eliminate risk but which often greatly constrains institutional initiative.

The next stage of the project is to research case studies in six different
countries, five – Finland, Poland, Spain, Sweden and the United Kingdom,
within the European Union, and two outside – Russia and Moldova where the
framework will be used to identify the characteristics of university
entrepreneurialism and what barriers exist to inhibit it.
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This paper defends the idea that universities manufacture
knowledge as a public good through the “creative destruction” of
social capital. The idea is presented as contemporary restatement
of the Humboldtian ideal of the unity of research and teaching:
Research “creates” (i.e. concentrates) social capital, which is then
“destroyed” (i.e. distributed) through teaching. The defense is
made against recent attacks to the integrity of the university as an
institution associated with postmodernism and the so-called “new
production of knowledge”, which would evaluate universities by
client-led performance indicators. The emergence of such indicators
is considered and critiqued, followed by some constructive
suggestions for indicators specifically designed to measure
qualities at which universities uniquely excel.
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Introduction: The university – an idea whose time has yet to come

The fate of the university depends on what we make of its history up to
this point. Two views are prominent nowadays, neither of which helps the
case for promoting the institution in the 21st century. The first is that the
university represents an impossible ideal that has never been realised, and
indeed has been invoked to cover a multitude of sins, especially a velvet glove
approach to the perpetuation of rule by elites. The second, perhaps more
charitable view is that the university, unsurprisingly for an institution that has
been around for 900 years, has become obsolete, such that today it tries to
serve too many functions, each of which is better handled by a separate
organisation. These two views of the university’s history are not unique to it.
Two other institutions of similar vintage – the church and the state – are often
judged in much the same way these days. So, if nothing else, the university is
in good company.

My own view is that both historical perspectives on the university are
unduly pessimistic (I would say something similar about the church and the
state). In fact, over its long history, the university has made great strides
toward realising its ideal. What is this ideal? To put it in a nutshell – and
somewhat grandiosely – it is the universalisation of knowledge as a public good

(Fuller, 2003a). Indeed, one might say, this is what makes the university the
original “entrepreneurial organisation” (Fuller, 2004). I shall elaborate on this
ideal in the next section, but first it must be said that this is not the first time
the university has been thought to be either an unmitigated evil or a good that
has past its sell-by date. Indeed, the 18th century French philosophes Voltaire,
Rousseau and Diderot were among those who wanted to devolve the
university’s teaching and research functions to separate institutions, so that
the conservative tendencies of the former did not hold back the innovative
tendencies of the latter. This proposal was eventually enacted by Napoleon. Its
consequences have haunted French academia over the next two centuries,
arguably sowing the seeds for the great anti-university movement of our own
times, what Jean-François Lyotard dubbed “the postmodern condition”.

The precedent is telling in its counter-intuitiveness: Is not the university
supposed to be the vehicle – not the enemy – of Enlightenment? Well, yes, as
long as we aspire to create more independently minded people like the
philosophes rather than follow their specific advice. This was the strategy
adopted by the Germans, from whose point of view, especially once it was
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adopted and extended by the United States in the late 19th century, the history
of the university worldwide is canonically told. Accordingly, the university
came to be about not the perpetuation of religious elites (as demonised in the
French Enlightenment) but the indefinite extension of research-led secular
teaching. I too share this perspective. But the relevant point here is that
defenders of the university have been adept at incorporating un- and even
expressly anti-academic forms of knowledge and ending up stronger than
before. Thus, when Wilhelm von Humboldt re-launched the University of
Berlin as an Enlightenment-based institution in 1810, he was not merely
trying to re-brand the university in a market where it had acquired new
competitors, such as the French polytechniques and grandes écoles. To be sure, in
part he was thumbing his nose at Napoleon’s reforms, but also in play was
Humboldt’s commitment to the university as home to all forms of knowledge,
including those that challenge a society’s received pieties.

Here it is worth recalling that the bellwether discipline of this period – the
original exemplar of Wissenschaft – was the kind of critical-historical theology that
Marx would later credit with having demystified the Bible, providing a template,
his own demystification of classical political economy. The idea of academic
freedom was understood to be twofold: not only protecting the scholar to pursue
the truth wherever it may lead, even if the findings upset established pieties, but
also protecting the student (or the lay public) from any obligation to accept the
scholar’s findings, are the last word on the subject (Proctor, 1991). This twofold
sense of free inquiry was predicated on the prospect of permanent tenured
positions for academics and considerable license for students to wander from
teacher to teacher or even campus to campus. Clearly this was long before the
days of cost-accounting for research and tuition. It brings us to the central
problem of what might be called the university’s “self-realisation”, namely, how
to show that it is making progress on what it set out to do.

The ideal: Universities manufacture knowledge as a public good

The argument of this paper can be epitomized in a slogan: Universities
manufacture knowledge as a public good through the creative destruction of social
capital (Fuller, 2003b). “Creative destruction” is, of course, an allusion to Joseph
Schumpeter’s (1961) classic definition of entrepreneurship as the catalyst for
reconfiguring markets and thereby increasing society’s capacity for wealth
production. First, however, let us consider “social capital” and “public good” as
opposing terms in the slogan. The following captures the nature of their
opposition:

● Social capital is produced by self-organising groups who are the main
beneficiaries of their joint efforts.

❖ Presupposes state failure.
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● Public goods are produced by the state because it is in no one’s immediate
interest to produce them though everyone benefits.

❖ Presupposes market failure.

Both social capital and public goods are conceptual innovations in
political economy inspired by the recognition that some certain things, on
which we place high value and require labour for their realisation, do not fit
the classical definition of an economic good. For example, seen as a good, food
is both “scarce” and “private” in the technical economic sense: on the one
hand, at any moment, the amount of food is finite so that if more people have
it, each person must have less of it; on the other hand, the possession of food
is always exclusionary, so that the food I have is always the food you do not
have. But prima facie, neither condition applies to knowledge: the value of
knowledge is not diminished by increasing the number of knowers, and no
one needs to surrender their knowledge for others to possess it (i.e., the
marginal cost of adding new knowers is zero).

But to say that knowledge does not conform to the classical model of an
economic good is not yet to give it a positive identity, let alone to specify what
additional costs might be incurred for producing that identity. In other words,
to say that knowledge, unlike food, is neither scarce nor private is not yet to
say that it is abundant and public. Knowledge may be subject to, so to speak,
“second-order scarcities and privacies”. For example, following Hirsch (1977),
one might say that knowledge is a “positional good”, one whose value is tied
to the relative advantage it confers on its possessors. Thus, the spread of
knowledge may be like currency inflation. Or, even it would cost more to
exclude than include free riders from access to new knowledge, it only follows
that the boundaries of the knowledge market are sufficiently fuzzy that it is
hard to determine who is and is not in it – not that everyone is in it.

Thus, the conceptual transition from “not scarce” and “not private” to
“abundant” and “public” required innovation, the first of which was the idea
of public goods proposed by Samuelson (1954) during the wave of the
academic institutionalisation of Keynesian welfare economics in the 1950s.
Samuelson argued that the fact that the production of such universally
beneficial goods as healthcare and education do not make sense as privately
generated goods in a free market justifies the role the state has often played as
the monopoly supplier of such goods, for which taxes may be reasonably
raised. Arguments concerning public goods are frequently confused because
of a failure to observe that, like most economists, Samuelson was not trying to
provide an empirical account of how, say, knowledge has been actually
produced. After all, throughout human history, the power of knowledge has
typically come from its scarcity and privacy, as epitomized in the very idea of
“elites”. Nevertheless, the opposite idea has been equally present, symbolised
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by the Enlightenment, especially as carried forward by state-based
educational systems: namely, that the universalisation of knowledge confers
a form of power that counterbalances the tendency to defer to authority.

The confusion comes from the entry point of Samuelson’s argument.
Again like other economists, Samuelson casts the existence of public goods as
something that was always waiting to happen, since he presumes that their
current existence proves their functionality, which in turn ensures their
continued survival. He not only failed to anticipate the meltdown of the welfare
state. More importantly he did not have to argue the case for public goods – as,
say, John Stuart Mill did a century earlier (though without the explicit state
focus) – in terms of recommending the existence of something that had yet to
be substantially tested. Rather he simply defended what had recently become
the status quo. Hirschmann (1977) has deployed this point to good effect,
showing that even if the “invisible hand” arguments for capitalism today sound
like those of the 18th century, their political import is different because of when
they occur in economic history. Adam Smith and Friedrich Hayek may have said
much the same thing but the former was a reformer whose success is reflected
in the latter being seen as a conservative. More generally, a discipline called
“economics” rather than “political economy” came to be preferred as it became
more focussed on justifying what already is rather than advocating what should
be. The idea of social capital emerged in the 1980s in response to the fiscal crisis
of the welfare state, specifically, the failure of wealth to grow sufficiently fast to
enable the state to extract the taxes needed (at politically acceptable rates) to
fund public goods on which an increasingly large sector of the population were
coming to rely. At the same time, development organisation s like the World
Bank were turning to the concept to explain how countries without a history of
the welfare state managed to achieve pockets of economic and social self-
sufficiency. The idea is that social capital achieves by bottom-up methods what
public goods promise to deliver top down. However, ultimately the two concepts
may be rivals – one tends to replace the other – but not functionally equivalent.
Most notably, social capital only claims to benefit those actively involved in its
production (and by the success of its example hopes to inspire others to join),
whereas public goods aspire to cover everyone regardless of their contribution.
From this standpoint, the university holds a unique position – or so I believe. Its
“entrepreneurship” lies in the systematic translation of social capital into public
goods. Indeed, classic Humboldtian university with its integrated research-and-
teaching function may be seen as a “machine” designed expressly for this
purpose. The following captures the cycle of creative destruction I have in mind.

Research as creator of social capital

● The research investors – both researchers and their funders – are the
primary beneficiaries.
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● The knowledge they produce becomes a source of market advantage, or a
“positional good”.

● It takes further effort – often charged to others as rents, royalties and fees –
to make research more generally available

● This usually involves reducing the original investors’ market advantage.

Teaching as destroyer of social capital

● Teaching removes the researchers’ original advantage by enabling others to
use and supersede their knowledge.

● It thus “empowers” by eliminating the ignorance that allows others to exert
power.

● It also creates an incentive to generate new sources of social capital through
new research.

The question that obviously arises at this point is: What does it take to
make knowledge a public good? Two conditions need to be satisfied. First, you
need a dedicated site to translate specialist research into general education. In
other words, you need a common liberal arts curriculum beyond professional
and vocational training. Second, you need a compulsory policy of incorporating
more people into education so that knowledge cannot consolidate as
intellectual property. This is the epistemic point of “affirmative action”.
Because the second point is more fully discussed in Fuller (2004), I shall focus
here on the first.

The heart of the modern university – that is, since its Humboldtian
reinvention – has been the curriculum, especially as something that imparts a
“liberal education” whose relevance to life extends beyond job qualifications,
including qualifications in specialist academic jobs. The curriculum is the site
of “education” in a rather specific sense, namely, the completion of the human
being by preparing him (and later her) for “citizenship” whereby one identifies
not merely with family or town but the entire nation, itself taken to stand for
humanity more generally. When people speak of “defending” or “opposing”
the university as an idea, this is usually what they mean. It certainly defines
the university as a unique institution these days, since there are no
competitors to supply a form of knowledge in a world that seems increasingly
fragmented and where the nation-state exerts less overall control. Putting the
point this way suggests how easy it would be to conclude that the university
has become obsolete. However, I plan to resist this conclusion.

This definition of the modern university can be already found in its
medieval origins, especially in the objections raised by the “Masters” (e.g.
Ockham) against the “Doctors” (e.g. Aquinas). Whereas the former stressed
education’s capacity to open the mind and expand the individual’s capacity to
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act, the latter stressed the power that education provided to administer in
public life (Fuller, 2003c: Chap. 12). In this original formulation, the idea of
“liberal education” often appeared subversive because it was advanced in a
Europe that had yet to acquire the clear sense of geographically bounded
nation-states that characterise the modern era. In that respect, the Doctors
exerted much more autonomy than today’s bureaucrats, often serving as the
linchpins that secured peace in a region. All of this is easily forgotten today,
when often the idea of liberal education as preparation for some generic sense
of citizenship is seen as less subversive than quaint, if not patronising – e.g.
Habermas’ Kant-inspired views, which would have met with Humboldt’s
approval, that European citizenship prepares one for world citizenship.

Counter-intuitive as it seems, the idea of liberal education as the focus of
the university has been always rather unstable and often illusory (O’Malley,
2004). Placed in a world-historic context, institutions of higher education have
been generally pulled in two opposing directions, which also exist today: On
the one hand there has been a pull toward esoteric learning, on the other hand
toward knowledge for governance. From this standpoint, liberal education
may be seen as trying to harmonise these opposing tendencies through a
process of collectivisation and democratisation, which is captured by the
university as being in the business of creatively destroying social capital. At
this point, let me observe that this opposition was realised relatively early in
the history of Western civilisation: After all, Plato’s Republic stipulated that
trainee philosopher-kings should spend perhaps two or three decades engaged in
esoteric learning before being unleashed to rule the polis. In part this was to allow
the matriculant to realise that reality is much different from what the hoi polloi
think. At no point did Plato recommend the popularisation of esoteric learning
to enable governance to evolve from top-down administration to self-
determination. He was a firm opponent of liberal education.

The illusoriness of liberal education can be detected in the Greek, Muslim
and Christian worlds prior to the legal foundation of universities as
autonomous corporations in the 12th century. I raise these examples because
they provide clues to mindsets to which we could easily revert, were we to
abandon the university as an institutional ideal:

1. Greek: In Plato’s dialogues, Socrates is portrayed as someone who believes
that the truth is available only to those who can afford to undergo severe
mental discipline, whereas his sophistic opponents are presented as
claiming that access to a perhaps less certain version of the truth – but one
good enough for practical purposes – can always be purchased at market rates.

2. Muslim: Averroes claimed that a life of pure inquiry must always remain
restricted to the few because the patently self-contradictory character of
the Qu’ran would challenge one’s faith, whereas Al-Ghazali argued that this
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apparent incoherence in the sacred book is itself the basis for faith that
should be promulgated, as it points to the absolute cognitive difference
between Allah and humanity.

3. Christian: Peter Abelard maintained that truth can only emerge from the
recognition and resolution of contradictions in authoritative texts, which
implies that students may surpass their masters in access to the truth,
whereas Bernard of Clairvaux argued that truth is conveyed in many media
and it is presumptuous to privilege writing in a world where most people
deal with reality through images.

Let me spell out the contemporary analogues, which imply how the
generalist undergraduate degree that has been the cornerstone of modern
“liberal education” might disappear in the future:

1. You reserve a diminishingly small number of student places for those who
want to pursue knowledge for its own sake, while you devote the remainder
of places to skills that enjoy high market demand.

2. Like (1), except that at the mass level, you make a point of training students
to appreciate the incoherence – or “pluralism” – of the world in which they
live, rather than yearn after some overall sense of unity.

3. You pre-emptively relativise the value of elite and mass training by claiming
the equal adequacy of both forms of training to the functions they will serve
in society.

Of course, any educational institution that exhibits such divisions in its
mission, however characterised, arguably deserves to be disaggregated into an
elite-oriented and a mass-oriented agency. So, then, what was the allure of the
modern university that had been so hard to establish and now so easy to lose?
The answer lies in a convergence of interests that appeared compelling for
most of the 19th and 20th centuries but perhaps no longer so, with the decline
of the nation-state as the standard-bearer of the idea called “society” that
Margaret Thatcher had already declared defunct in 1987:

● The state desired to consolidate its power over a physically bounded region
containing peoples of diverse national loyalties.

● The best ideological strategy, which received some philosophical support
from German idealism, was to present agreed common interests as the
provisional universal standpoint of humanity. In the case of education, this
was symbolised by the “core curriculum”. While it served to placate those in
the room when this intellectual constitution was forged, at the same time it
offered grounds for those excluded to complain of injustice.

● In this respect, the very idea of a “core curriculum” or “general education”
naturally generates its own opposition because its claims to universality are
never literally redeemed.
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● Yet, nation-states that pride themselves as liberal democracies cannot
afford to ignore these complaints since they strike at the basis of their own
legitimacy; hence, education leaders continue to find policies of “affirmative
action” or “positive discrimination”, despite the resistance of more
established social groups.

● Moreover, there may be even a knock-on effect of persisting with the
thankless task of constructing an ever more inclusive general education
curriculum – namely, it may provide the only albeit indirect (in the sense of
“backing into”) route to making sense of our common humanity.

Together these converging interests made the idea of knowledge as a
public good compelling as both an economic and a political idea. Now we shall
briefly look at the ideas unravelling in the final quarter of the 20th century.

Theorising contemporary realities: The so-called “New production 
of knowledge”

In the previous section I mentioned that insecurity about the status of public
goods – not least knowledge – emerged with the fiscal crisis of the welfare state in
the 1970s, which came to a head in the 1980s, with the more general decline of
socialism worldwide. This period was quickly theorised as “post-”, usually “post-
industrial” but sometimes “postmodern”, though the import of this historical
assignation varied considerably. Two US sociologists, Daniel Bell (1973) and Alvin
Gouldner (1979), represented opposing views within a common shared
assumptions which themselves have now been superseded. Though seen in their
own day as political centrists (Bell slightly on the right and Gouldner on the left),
Bell and Gouldner would be seen, by today’s standards, clearly on the left for
presuming the indefinite continuation of at least the welfare state. They were
divided over whether the welfare state was merely a transition stage on the long
march to socialism. Bell believed that the emerging fiscal crisis of the state would
be met not by greater collectivisation of the economy on the Soviet model but
would be stabilised by an intellectually agile version of the bureaucratisation of
complex democracies foreseen by Max Weber. His vision of the “knowledge
society” was one of sophisticated public administration. Gouldner believed this as
well but equally held that as more of society was mediated by this knowledge-
based activity, bureaucrats would find it harder to sing from the same hymn
sheet. They would be drawn from different parts of society and their jurisdictions
would be increasingly specialised, thereby providing more opportunities for
intended and unintended conflicts, which may become a catalyst for more
profound social transformation.

Neither Bell nor Gouldner foresaw the decline of the welfare state and the
shift in the motor of “knowledge society” activities from the state to the
market. The person who foresaw that was Jean-Francois Lyotard (1983), with
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whom postmodernism is most closely associated. Their differences are
elaborated in Table 1. Their differences may be encapsulated as follows:
Lyotard openly embraced what Bell and Gouldner opposed, or feared, might
happen to the welfare state, while denigrating their shared normative
universalism and general confidence in social planning.

Table 1. What Happens to intellectual life once capitalism is here to stay 
(a.k.a. “THE KNOWLEDGE SOCIETY”)

Lyotard’s most lasting legacy to science policy, especially in Europe, has
been the enshrinement of his historical perspective in the distinction between
Mode 1 and Mode 2 knowledge (Gibbons et al., 1994). As a first approximation,
the difference between the two modes is that knowledge production in the
former is “internally” and in the latter “externally” driven. So one imagines the
direction of organised inquiry in Mode 1 to be determined by the knowledge
producers themselves, much along the lines of a Kuhnian paradigm, whereby
scientists solve problems that are defined in terms of a common theoretical
rubric and methodological constraints. In contrast, in Mode 2 organised inquiry
is directed by the consumers of knowledge products, such as a research
planning board that is responsible to the state legislature or, where the state is
not the majority shareholder in research, a diffuse group of public and private
constituencies that pull knowledge producers in various directions.

Originally the difference between the Modes was conceptualised as roughly
historical, though the exact transition point between the dominance of Mode 1
and Mode 2 was immediately controversial: End of the Cold War? End of the
Second World War? The rise of Germany at the start of the 20th century? The rise
of France at the start of the 19th century? And so on. Nowadays it is safer to say
that Mode 1 and Mode 2 are complementary phases of knowledge production
that exist in various proportions at various times and places.

When this dualistic picture of knowledge production was first presented
in 1994, the university was conspicuous mainly by its absence (Fuller, 1999).

WHAT IS HE AGAINST? FOR?

DANIEL BELL

(The Coming of Post-Industrial 
Society, 1973)

“Accumulation crisis” mentality: 
welfare state as overextended buffer 
between capitalism and social order 

“Third sector” technocrats armed with 
information technology who mediate 
remaining social inequities 

ALVIN GOULDNER

(The Future of Intellectuals and 
the Rise of the New Class, 1979)

Specialisation,  credentialism, 
contract research: the abdication 
of public intellectual responsibility

Flawed “new class” who claim to 
speak for all, while their interests are 
revealed in ideological controversy 

JEAN-FRANCOIS LYOTARD

(The Postmodern Condition, 1979)

Pre-emptive closure of discourse 
via metanarrative and ideal speech 
situation, both associated with 
the university

Indefinite proliferation of inquiries, 
which blurs the ideals of epistemic 
autonomy and instrumentalisability
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One might say that Mode 1 was much less than a university – perhaps an
academic discipline or research network – and Mode 2 was perhaps much
more than or at least quite “other” to a university. The creators of Modespeak
tried to remedy this deficiency in 2001 with a follow-up work that defined the
university as a society’s “agora”, named for the place in ancient Athens where
both political deliberation and business transactions occurred (Nowotny et al.,
2001). It is telling that the university is defined primarily as a physical space
rather than a conceptual space, which suggests that what had been previously
regarded as an institution with its own goals and ideals has now been hollowed
out into a vehicle for conveying all manner of transactions. This is certainly
the spirit in which we are asked to embrace the advent of Mode 2 knowledge
production. Such a hollowing out is nowadays often seen as a mark of the
“opening up” of the university, releasing its supposed stranglehold over what
counts as legitimate knowledge in society. Indeed, this was precisely what
Lyotard originally meant by the “postmodern condition”.

Perhaps the concept that does the most work in Mode-based thinking to
convey the irreversibility of the transition from Mode 1 to Mode 2 is complexity.
Fuller (2000: Chap. 5) criticized complexity as “post-Enlightenment academic
ideology”, suggesting that the alleged grounds for thinking that complexity is
a uniquely significant feature of our times are spurious – or at least reversible.
In this context, I distinguished the “intermediation” that makes today’s world
appear more complex with the “disintermediation” that could reverse those
tendencies. The various senses of “complexity” to which these two tendencies
can apply are rehearsed in Table 2. It is worth stressing that in some cases the
disintermediation already happens. In particular, collegial disintermediation

Table 2. The construction and deconstruction of “complexity” 
in the knowledge society

1. Fungibility = in economics, the replaceability of one good with another (typically cheaper) that
satisfies the same need. Fuller (2000) speaks of “epistemic fungibility”, whereby expensive single-
discipline projects could be replaced by projects that incorporate several disciplines and register a
net epistemic gain – e.g. a big physics project that also provides for sociologists to study them. In
this respect, interdisciplinarity can be used as a way of containing overall costs by compelling
disciplines to confront their differences more explicitly.

TYPE OF 
COMPLEXITY

INTERMEDIATION DISINTERMEDIATION

ECONOMIC Sheer concentration of resources makes 
change irreversible

Discourage expensive research, or impose toll 
of fungibility1

FUNCTIONAL Academics mediate societal reproduction 
through credentialisation

Academics reject credentialing function or impose 
toll of liberal arts

TEMPORAL Exaggerated historical sense of the transition 
from Mode 1 to Mode 2 

Modes 1 and 2 as two sides of same reversible 
development

COLLEGIAL Paradigm: Colleagues mediate your view of reality Movement: Reality mediates your view of colleagues
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routinely occurs as most of the supposedly ever complexifying academic
literature goes unread and/or unrecognised.

The university as entrepreneur

The first thing to note about the concept of entrepreneurship is its
chequered career in the history of economic thought, with its current positive
valuation being no more than a century old. Classical political economy, not
least Adam Smith, regarded entrepreneurship as the result of desperation by
producers who have lost whatever comparative advantage they – or, more
typically, their ancestors – used to enjoy in the market. It may be that other
producers can now supply the goods more cheaply or perhaps demand for the
goods has become saturated. In that respect, entrepreneurship was seen as a
necessary evil – very much as the average business firm continues to regard
innovation more generally: the more necessary, the more evil. Thus, the
strategy of “outsource or own” is preferred to investing in R&D, unless one has
good reason to think that one’s own innovation would generate a lucrative
market.

The traditionally suspect status of entrepreneurship is due to the
measure of uncertainty it injects, which undermines market stability. This
uncertainty is fuelled by speculators who try to outguess each other about
the innovation’s ultimate impact on the market. Of course, the more
entrepreneurs who enter the market, the more likely most of them will fail,
which implies that a larger percentage of expenditure will go not to actual
products that prove themselves with consumers but virtual products that
never manage to make it to the market. Here it is worth recalling that for
Smith the self-determining market of roughly equal traders dedicated to the
provision of quality goods and services was psychologically undermined by
state-licensed lotteries that encouraged spending patterns which caused
people to forgo their “bird in the hand” (i.e. gainful employment) for “two in
the bush” (i.e. their chance at a life of leisure).

This negative attitude toward entrepreneurship already begins to change
in the early 19th century, once David Ricardo – himself a speculator – observes
that the inexorable depletion of scarce natural resources necessitates some
regular entrepreneurial activity, at the very least to provide synthetic
replacements of the natural goods on which the market had depended. In light
of this systemic requirement, Marx came to regard the heralded “captains of
industry” of his day as mere vehicles for larger forces of capital always in search
of ways to expand old markets and open up new ones. Partly following Marx,
Thorstein Veblen presciently realised that the final frontier for entrepreneurship
would be craftsmanship, as ingenuity is increasingly devoted to finding
cheaper technological means of replacing labour (Our “knowledge society” has
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accelerated this process with the advent of “expert systems” and “knowledge
management” more generally). It is only on the eve of the First World War, at
the same time Lenin was proposing that entrepreneurship was the calling
card of imperialism, that a young Joseph Schumpeter (1961) first defined
entrepreneurship primarily in terms of its positive qualities, especially the
impulse toward creativity that characterises market reconfiguration.

Schumpeter perhaps recognised most clearly that entrepreneurship
requires innovation on two levels at once: the first-order product level and the
second-order standard level, that is, both supply and demand. In short,
entrepreneurs make you want what only they can provide. They turn
comparative into competitive advantage. The two types of advantage, though
frequently conflated, are not the same: the former is about what you do that
others do not, whereas the latter is about what you do becoming more
desirable than what the others do. Henry Ford was a great entrepreneur for
Schumpeter not only because he invented a new mode of transport but also
because the product’s appeal was such that it changed how people thought
about the need the product was designed to satisfy. The automobile did not
simply replace the horse-drawn carriage: It revolutionised the idea of
transport itself.

Given this history of entrepreneurship, it is then interesting to return to
Clark (1998), an already classic comparative study of the five northern
European institutions (Warwick, Strathclyde, Twente, Chalmers, Joensuu)
dubbed “entrepreneurial universities”. What strikes me most is that their
“entrepreneurship” was more focussed on means than ends. Basically the
decline of the welfare state in the 1980s exposed these institutions to market
forces more generalised than those to which they had been accustomed.
Despite somewhat different historical trajectories, all of them adopted a
strategy that consolidated university management without alienating their
traditional academic constituency, typically by innovating new income
streams that were redistributed across the institution. In a sense, they
increased their independence from a financially weakening state by becoming
welfare states onto themselves. Clark was clearly impressed by the success of
this as a survival strategy but his focus remained resolutely inward. I almost
sensed that at the end of the study he breathed a sigh of relief that the
universities managed to retain their autonomy.

However, the tendencies Clark observed may be seen against a broader
canvass, whereby the ease with which universities can find new income
streams implies the university’s absorption of the state’s own welfare
functions for society at large. Especially when considering the full range of
roles that universities assume – from healthcare and economic development
to school accreditation and vocational certification – their natural rivals look
more like states than firms. Moreover, historically speaking, Clark may have
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simply discovered a swing in the pendulum, since many of the state’s welfare
functions had been previously performed, albeit unsystematically, by the
pre-existing universities, especially at the level of managing industrial
development and accrediting health and education provision in the larger
society (Indeed, nowadays, in third world countries lacking strong states,
universities – sometimes holdovers from old imperial times – assume at least
some of the society’s welfare functions. Here too one can see the hand of
successful entrepreneurial universities like Harvard exporting its expertise,
say, via the Institute for International Development). Not surprisingly, the
proliferation of universities has been virtually a universal feature of state
expansion – and similarly universities are in the front lines once states start to
contract.

Finally, it is important to distinguish the different types of entrepreneurship
in which universities may be involved. Very often the phrase “entrepreneurial
university” is taken to refer to the activities of individual faculty members or
teams that are especially good at funding themselves, typically by marketing
their knowledge (either research or training) to specific clients in the public
and private sector. However, this form of entrepreneurship can be destructive
to the university’s integrity, if there is not also institutional entrepreneurship
of the sort Clark observed. In this context, the unique product the university
needs to sell is itself, an entity that insists on the integration of research and
teaching and engages in the regular redistribution of funds from wealthier to
poorer parts of the campus to enable collective inquiry to move apace as a
unified front. Fuller (2004) uses the scary phrase “Academic Caesarism” to
capture the ideal type of such an institutional entrepreneur, who may need to
contain the fractious, if not desultory, character of faculty governance, and
sometimes appeal to former students as material and spiritual “stakeholders”
of the institution who counterbalance the opinions of faculty whose
standpoint is often more of the “part” than the “whole”. At the moment there
is a worrisome tendency for universities to turn to business – both its theories
and its practitioners – for management guidance. The main problem with this
strategy is that business entrepreneurs are typically much better selling
particular goods than selling entire organisations. This is evident from the
status of the corporation as a legally protected collective enterprise. It is now
more fluid and less secure than it has been for the last 200 years, yet that has
not stopped a steady stream of innovative products hitting the market. This is
hardly an auspicious model for university governance.

Measuring university performance: Learning from past errors

“Ye shall judge them by their fruits”: Never have truer words been spoken
about the university’s entrepreneurship. But what shall be the basis for
judgement? By what criteria can universities be shown to perform well – or
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poorly? Schumpeter observed that entrepreneurship requires innovation of
both product and standard. In the conclusion, I shall consider the practical
matter of setting appropriate standards for university performance. In this
matter, the entrepreneur’s strategy is simple: You manufacture demand in a
particular sense, namely by raising the value of what you already do best
instead of trying to do best at what is already valued. For example, whereas
some organisation s might outperform universities in either teaching or research,
universities excel at the two together. The entrepreneurial challenge then is
to show that teaching and research are better integrated than disaggregated.

This entire line of thought presupposes that the various markets in which
universities might compete can be operationalised and monitored by some
quantitative means. However, the idea that knowledge-based institutions can
be measured along various dimensions is still often met with scepticism, if not
outright disdain. The source of these negative reactions reaches back at least
to Aristotle, namely, that there are many forms of knowledge, each adequate
to its domain of reality, but which cannot be subsumed under a common
mathematical rubric. Moreover, it is easy to get the wrong impression of what
has historically driven the opposition to what might be seen as Aristotle’s
“commonsense” position. The original drive to measure knowledge did not
come from either technology or even economics, though these motives
certainly loom large today. Rather, the impulse came from the idea that
quantitative differences can produce qualitative change. In this case,
organising large enough numbers of sufficiently trained people in just the
right way can lead to major intellectual breakthroughs. In the history of
science, this idea is most closely associated with the chemist’s ability to
synthesise molecules with emergent properties that cannot be deduced from
the properties of their constituent atoms. It animated the imaginations of the
German idealist philosophers and their more influential and materialist
successors, Marx and Engels.

These origins explain a lot about the way we think about knowledge
metrics today. First, it explains the originators: Eugene Garfield, the founder of
the Institute for Scientific Information (ISI), the publishers of the Science
Citation Index (SCI), was trained as a chemist and a devotee of J.D. Bernal, the
British Marxist molecular physicist who admired the Soviet Union’s policy of
taking regular inventory of scientific personnel and research projects – as it
did of agricultural and industrial activity – for purposes of preventing
duplication of effort, capitalising on emerging strengths and reallocating
resources away from perceived weaknesses (Furner, 2003). Once the Cold War
broke out, Garfield convinced the newly established US National Science
Foundation to provide a fixed-term subsidy to the ISI so that it could develop
what became the SCI for comparable auditing purposes. The person normally
credited with having proposed the first major set of “scientometric laws”,
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Derek de Solla Price (1986), was also a follower of Bernal who established his
own reputation by demonstrating by quantitative means the qualitative shift
that had taken place in the natural sciences after the Second World War from
what he called “little science” to “big science”.

At a more strictly conceptual level, the origins of knowledge metrics help
to explain their profound lack of economic sensitivity. For example, Price’s
transition from little science to big science cannot be given an “economy of
scale” explanation, which would imply that bigger research projects provide
proportionally more efficient return on investment than smaller projects. This
is precisely because the kind of science one gets when “big” is qualitatively
different from when “little”. In this respect, we have not made a clean break
from Aristotle: Bigger is better because bigger is different. This feeds into an
overall view that the promotion of science is a good in itself, and hence always
worthy of more overall investment (On a smaller scale, a similar argument is
often made for the public funding of the arts). Price (1978) admitted as much
when he showed that the economic indicator most closely correlated with
high scientific performance is electricity consumption per capita – not, say,
industrial production per capita.

The legacy of this blind faith in the emergent properties of more research
is that scientometrics remains largely self-referential – that is, the terms of
measurement are limited to the research field itself: what researchers produce
and what other researchers do with it. Relatively little attention is paid to the
various selection mechanisms – or “filters” and “screens”, in the jargon of
economists – along the way that manufacture successive layers of scarcity
that result in the illusion of an “invisible hand” of advancing research
frontiers. Robert Merton (1973) euphemistically dubbed this “the principle of
cumulative advantage”. I mean to include here an array hurdles that people
contemplating an academic career typically encounter: being the right gender
(especially in the hard sciences), going to the right university, working with
the right supervisor on the right topic, getting a good job and grant, publishing
in the right journals, etc. But perhaps these matters are not so easily
quantified. Nevertheless, while there is a flourishing field of “econometrics”,
surprisingly little work is done trying to relate metrics of “innovation” in
academia and in industry – or any other sector of the country paying for the
research. If anything, the tendency has been to focus on the impact that
research has on free-riding researchers in other countries. Sociologists, again
following Merton, have tended to mystify this failure of the scientometric
imagination as somehow indicative of academia’s quaintly pre-capitalist “gift-
giving” economy.

But perhaps this blind spot is not so surprising for reasons already
suggested by Price’s early scientometric forays: The economic significance of
increased research outputs appears to be exactly the opposite of what one
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might have wanted: more research is more likely an effect than a cause of
greater wealth. There are certainly precedents of flourishing university
systems that generated loads of auditable “outputs” but managed to do little
to advance the welfare of the societies housing them. For example, Spain
lavished much of the wealth it gained from New World precious metals on
its university system, which by 1600 had consisted of 32 institutions (a
figure matched by Germany in 1900) with 3% of males in attendance (a figure
matched by the USA in 1900). The result was the world’s first “knowledge
society”: Its labour market had become so competitive that doctorates were
required for entry into key state and church administrative posts. Many failed
jobseekers, such as Miguel de Cervantes, went on to found the Golden Age of
Spanish literature by marketing their academic training to a more popular
audience. At the same time, Spain was also the largest publisher of academic
works, most of which were scholastic syntheses that came to symbolize
“useless learning” in the emerging Scientific and Industrial Revolutions
(Collins, 1998).

Comparing the six leading industrial nations of the past two centuries
(United States, United Kingdom, Germany, France, Russia and Japan), Terry
Shinn (1998) has found that the exact impact of academia on industry appears
elusive and perhaps even illusory, even though these countries have also
housed the world’s leading university systems. Germany typifies one pattern:
Beyond some common programmatic statements (in which university
interests are meant to stand for the national interest more generally),
industrial success was due mostly to a highly skilled labour force who received
their training from technical middle schools. These were state mandated,
whereas in Britain similarly orientated “mechanics colleges” emerged
spontaneously from local trade and guild culture. In some instances, notably
France and Russia, industrial development proceeded mainly through the
creation of protected markets that discouraged the climate of innovation
favoured by academic researchers. Finally, in the case of the United States,
where academic culture has had the most consistently utilitarian orientation,
a distinction between short- and long-term social utility has been historically
crucial in its universities maintaining an appropriate distance from industry.

Generally speaking, however much lip service industry pays to the value
of “blue skies” basic research, it is increasingly willing to fund academics for
the sort of research they would otherwise have paid more for their own R&D
divisions to do. It was not by accident that the great industry-based
laboratories most closely associated with basic research emerged in the first
half of the 20th century – back then it was relatively easy to lure away
academics working in universities that still only rewarded teaching within
narrow disciplinary confines. But now that universities have scaled up their
own research commitments and facilities, a financially smarter strategy for
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industry is to take advantage of academia’s relatively cheap labour rates and
still liberal policies of knowledge transfer.

Shinn did not consider the reverse relationship, namely, the impact of
industrial development on the growth of universities. Here, again following
the logic of Price’s findings, one would expect to find the trappings of what
Thorstein Veblen called “conspicuous consumption”: large philanthropic
grants whose exact contributions to better goods and services, let alone
greater wealth, are unclear but which demonstrate more generally an
appreciation for the finer things in life (In the spirit of the Marxist transformation
of quantity to quality, a wag might say that such gestures resemble the
heating of water to produce gas). Of course, matters are not quite so frivolous
or innocent. The largest impact that industry has had on universities is more
to do with social control than wealth production as such. Following the
tendency of nation-states to use universities to train the next generation of
bureaucrats and politicians, industry has invested heavily in research and
training oriented toward managing its own enterprises – and especially
tendencies in its labour force. Here too one may query the exact difference all
this management research and training has made to company profits, but it is
clear that it has had major impact on the direction of academic research,
especially in the social sciences.

Also worth mentioning in this context is a striking consequence of
expanding the tertiary sector without corresponding growth in primary and
secondary education. This pattern, typical of world history, was, if anything,
amplified with European colonial expansion – that is, the co-existence of low
rates of literacy with a few relatively affluent universities and comparable
institutions (Recall that even the most prima facie“backward” cultures have
had intellectual elites). As in 17th century Spain, the official goal may be to
train elites for administering to a largely docile and ignorant populace.
However, the long-term effect has been to generate a pool of disaffected well-
educated people who take it upon themselves to redress the larger social
inequalities represented by massive disparity in indigenous intellectual
achievement. A case in point is a comparison of Britain and Egypt at the end
of the 19th century. Although Britain had seven times the population of Egypt,
its university population was only twice Egypt’s. Yet, Britain’s basic literacy
rate was ten times that of Egypt. Britain was at the peak of global economic
influence, whereas Egypt was sowing the seeds of revolutionary activity that
would spread throughout the Muslim world in the 20th and perhaps even the
21st century (Fuller, 1997, Chap. 6).

The lesson in all this would seem to be that universities can figure in two
kinds of trajectories of national development. The former, ultimately more
peaceful trajectory involves the translation – perhaps even the vulgarisation –
of academic knowledge to the primary and secondary education sectors,
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combined with a concerted effort to train as much of the population as
possible. This is basically how Germany and Japan remedied their original
backwardness. The latter, ultimately more violent trajectory involves funding
universities without concern for how, if at all, its activities affect the lower
educational levels, which are organized in a more desultory fashion. This is
how European imperialists unwittingly sowed the seeds of dissent in their
colonies. However, in our postmodern condition, matters have become
somewhat complicated since the value that universities are themselves
thought to add to a nation’s “human capital” is largely attributed to the
tertiary sector assuming the roles previously performed by the primary and
secondary educational sector. In other words, as Alison Wolf (2001) has argued
for the United Kingdom, the traditional trickle-down benefits of academic
culture to mass education have met their match in the remedial function that
universities must now play in making up for deficiencies at the lower
educational levels. Thus, the sort of “flexibility of mind” that employers often
extol in university graduates today would have been precisely the virtues
cultivated in a technical middle school a century ago.

This last point has serious implications for the design of metrics for
academic achievement. If it turns out that a university education is more
useful than ever, only because prior educational levels have become so
useless, then academics will have achieved a pyrrhic victory. While this may
ease the task of justifying more funding for universities, academics will be
expected to perform functions for which they are overqualified, rendering
them an underutilised – that is, wasted – form of human capital. Therefore,
Wolf is right to propose that, rather than take advantage of this cheap
demonstration of their own social relevance, academics should call for the
dedication of more resources to primary and secondary education. But there is
a fly in the ointment. The fact that academics have been so quick to stress the
“value-added” character of a university education to employment reflects the
fundamental problem with metrics for academic achievement. Most of them
are input measures. This means one never gets a clear sense of the difference a
university education makes to students. University league tables are typically
compiled by looking at things like endowment, faculty reputation, library size
and student entry requirements. Student employment records and surveys of
employer satisfaction are among the few output measures that ever figure in
such tables – and even then not so often. Economists have a characteristically
cynical take on all this: Universities do not add value to the human capital of
students. They merely confirm the value students already possess but would
be too costly for prospective employers to identify and stratify for themselves.
In short, they are glorified “signals” or “screens” (Fuller, 2004).
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Conclusion: some guidelines for constructing adequate university 
metrics

Having surveyed and explained – if not justified – many of the obstacles
to the development of adequate academic performance metrics, let me end
with a series of constructive suggestions:

1. Whenever possible use intensive over extensive magnitudes in measurement:
that is, privilege metrics that presuppose a standard or ideal (i.e. value “1”)
that is approximated in varying degrees over open-ended metrics that
simply take for granted that bigger is better. This will force explicitness
about institutional value aspirations.

❖ For example, a world league table of university libraries can be arranged
so that everyone’s score is a percentage of Harvard’s or arranged simply in
terms of library size with Harvard’s on top. The former makes it explicit
that Harvard is the ideal, whereas the latter suggests that bigger libraries
are always better.

2. Design metrics that integrate rather than disaggregate research and teaching.
This will permit the quantification of distinctly academic achievements. At
the moment, indicators of teaching and research excellence are constructed
independently of each other. This not only increases the difficulty of
individual academics integrating the two in their work but also invites
invidious comparisons with, on the one hand, exclusively research-oriented
organisations and, on the other, exclusively teaching-oriented organisations.
This then can be used as evidence to undermine the university’s institutional
integrity.

❖ Among the needed metrics include relatively simple ones such as the
percentage of faculty engaged in both research and teaching, as well as
more challenging ones such as the rate at which new research is
incorporated into the graduate and undergraduate curriculum. The latter
may require the upgrading of the course outline as formal documentation
of the knowledge transfer from research to teaching.

3. Find ways to measure knowledge as a public good, which always looks
wasteful in the short term, as traders expect a good’s value to be
determined close to the point of delivery (e.g. higher tuition fees justified in
terms of better jobs, or research quality defined by the price people are
willing to pay for it). One possible model is what John Maynard Keynes
originally called the “multiplier effect”, whereby banks are able to lend out
more than they take in because of the resulting pattern of spending: e.g. an
entrepreneur who receives a loan to start a factory ends up employing
people who manufacture goods that consumers buy, thereby enabling the
entrepreneur to repay his original loan with money to spare that he can
then re-invest, etc.
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❖ A version of this model justified the original subsidisation of university
tuition from national income tax, when only a fraction of the population
actually attended. Rather than regarding such taxation as providing a free
ride for the rich (who were most likely to attend), it was accepted for its
presumed downstream effects – in terms of a better quality of life for
ordinary people. Of course, like a bank loan, free tuition is ultimately a
speculative investment, the risk of which in both cases is collectively
pooled so that if it turns out that the failure of a subsidised entrepreneur
or student does not render, respectively, the bank or the society insolvent.

❖ An example inspired by the US Ivy League, where the tuition fees of up to
two-thirds of students are university-subsidised, is to measure the “value
added” of such an education not in terms of what the student learns
(which may not be that much, assuming the student arrives already very
bright) but in terms of the benefits that the degree enables the student to
bring to society (including the university, not least by attracting other
like-minded students).

❖ Another version of this argument is the multiplier effect of alumni
donations that enable the university to do good more effectively than
were the funds recouped as taxes or donated to other NGOs and charities.

4. Construct indicators that enable the university to be treated as an organism
seeking equilibrium with the various environments in which it moves.
Thus, academic administration would become a clinical discipline
monitoring the university’s metabolism, as measured, by, say, the relative
growth rates of the various disciplines housed and functions performed. The
idea would be to insure that growth in one part does not undermine the rest.

❖ This idea is often associated with considerations of high student/staff
ratios, which are thought to undermine the educational process. But
more important to the university’s integrity as an institution that
commands the allegiance of academics (i.e. beyond their academic
speciality) is the temporary/permanent (or untenurable/tenurable) staff
ratio, which may be getting so high that academics do not feel they have
a stake in the university’s future – rather, it is simply their current
employer.

❖ In the case of, say, wealthy departments, the aim would be to redistribute
the surplus (or overhead) to needier departments, on the understanding
that the success of these departments is partly related to their being part
of the university (An unfortunately punitive way of making this point is
to force wealthier parts of the university to pay rent on the offices and
facilities they use – which only encourages them to move off campus
where rates may be cheaper and less monitored).
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5. Identify the markets in which universities compete, especially where
market flow leads to their greater absorption of resources and functions.
Here are some sites for these markets:

❖ Universities take greater responsibility for healthcare, economic
development (both at home and abroad) – often absorbed from the state,
church and NGOs.

❖ Universities absorb charity from large private donors that might have
otherwise gone to state taxes or business ventures.

❖ Twofold “credentials creep”: i) Upward creep, reflecting knowledge’s status
as a positional good: More students pursuing degrees means each degree
means less and hence students need more degrees. ii) Downward creep,
reflecting the decline in primary and secondary school training, which
means that universities come into the business of mass academic
remediation.
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Prima facie, in the context of higher education, “entrepreneurialism”
offers an example of globalisation: the idea presages a sense of
systems of higher education converging across the world. However,
entrepreneurialism is not undifferentiated but is to be found in
different modes. Various axes identified in the paper offer spectra
of entrepreneurialism and two are picked out for close inspection:
these are, on the one hand, hard-soft forms of entrepreneurialism;
and, on the other hand, forms of entrepreneurialism that are set in
the context of strong states or strong markets. Set against each
other, these two axes produce a grid that depicts four forms of
entrepreneurialism: civic; hesitant; unbridled; and curtailed. These
forms of entrepreneurialism can be understood as making possible or
limiting alternative modes of knowledge travel. Accordingly, it may be
judged that, far from heralding convergence, entrepreneurialism turns
out to be a metaphor for differences of academic identity and even
of academic being. These differences are so profound that they
point to value choices as to the desirable forms of academic life
itself.
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Introduction

I want, in this paper, to open up a space for reflecting on the matter of
“convergence” or, one should perhaps say, the alleged matter of convergence
in higher education. The basic idea, I take it, is that systems of higher
education are converging around the world. We have here, therefore, an
example of the globalisation thesis.

The idea of convergence is, of course, non-specific: in order for the term
to bear any weight, we need to specify the features of higher education
systems that are supposed to be converging. The development of mass higher
education, emergence of markets, the opening of multiple income streams, a
lessening of state involvement in higher education and a greater specificity
and diversity of institutional mission are, surely, part of the convergence
thesis. But these features of contemporary higher education do not just
happen; they are characteristically part of a new “neo-liberal” policy framework.
Here, the dominant idea perhaps is that universities have resources and
services that can be made available to a range of paying clients, or customers
– and so the state can play a lesser part in the conduct of higher education. No
longer are academic activities to be prized for themselves, for their own
internal value; now value is to be judged through the working out of an
academic marketplace.

It is against the background of this “academic capitalism” (Slaughter and
Leslie, 1997) that we surely have to place the emergence of the phenomenon
of “entrepreneurialism”. However, the concept of entrepreneurialism is itself
far from clear: a wide range of modes of practice within universities may
count as “entrepreneurial”. In this paper, I want to tease out some modes of
entrepreneurialism and to use, as one device, the idea of “knowledge travel”.
This idea, we shall see, cannot hope to exhaust the idea of entrepreneurialism
but it can set up some perplexing suggestions. One suggestion may be that, far
from being a vehicle for convergence, entrepreneurialism may turn out to be a
vehicle for increasing diversity in higher education.

Entrepreneurialism and risk

The entrepreneur is a go-between. He attempts to move or even take an
entity X from point A to point B, and there is some risk involved in the venture.
He is willing to stake himself, his reputation and his capital, in the venture;
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and he may be able to persuade a third party also to risk their capital and their
reputation.

Capital, as Bourdieu (2000) reminds us, does not have to be financial. In
the case of the university, it might be cultural, intellectual, or social capital
that could also be at stake; that is being put at risk. The entrepreneurial
university, in principle, could be engaged in risking any of these forms of capital.
But (and in keeping with entrepreneurs in general), the entrepreneurial
university is not so much concerned to place its capital at risk so much as to
generate some kind of return on its efforts. Characteristically, it wants its
capital to grow, whether that is financial, intellectual, social or cultural. The
financial risk, though, has attracted the most attention (and not only within
the Vice-Chancellor’s senior management team) but the other forms of risk
deserve at least equal consideration for they do pose considerable risks in
their own right.

Ultimately, what is at stake is “mission risk”, in which the university lays
on the line its image, reputation, and positioning – all of which may be global.
In intellectual risk, the university risks its key resource, its intellectual capital. If
its professoriate is unhappy with certain aspect of the new entrepreneurialism
– for example, being asked themselves to be marketers and to attract
“customers” for courses or even to design new market-sensitive courses – the
global academic labour market lies waiting to capture the university’s
dissidents (although since academic entrepreneurialism is a global
phenomenon, any such dissident may find that the academic grass is not that
much greener elsewhere and may quickly become a returning dissident).

We speak of entrepreneurs not just in the world of business as such but
also, for example, in the world of entertainment. Insofar as the entrepreneur
is to be found in higher education, is the connection that is being implied that
of higher education as a business or higher education as entertainment? It
could be both, of course. Even as entertainment, higher education is becoming
a business.

In this paper, I cannot trace the potential workings through of all these
forms of capital. Instead, I shall focus on entrepreneurship as it may be
exhibited through the accumulation of financial and intellectual capital; and I
want to consider these two forms of capital together.

To say of a university that it is entrepreneurial is, we have already
implied, to invoke sentiments of undertaking, venture (or “enterprise”
[Marginson and Considine, 2000]) and risk. There is a definite undertaking (or
several undertakings), it involves some movement and change, and the
change in question has elements of risk. Such a university is prepared, is
willing, to become other than it is, and this at both surface and deep levels. At
a surface level, its new ventures may take it into uncharted paths; after all,
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almost by definition, the venture has not been essayed before, certainly by this
institution and possibly not by any other institution.

A university may decide, for example, to establish computer-based
variants of all of its programmes of study, or even determine substantially to
switch its portfolio in that way. This will incur high up-front costs, not least in
the training and development of its faculty, quite apart from the installation of
the more physical infrastructure. The venture, undertaken systematically, has
profound implications for the university: its pedagogies change, its
educational relationships with its students change, the relationships that the
students have with each other change (the students may become more
interactive among themselves) and the pedagogical identity of the tutors
changes (less a visible authority, aided by an immediate physical presence,
and more an enabler of learning tasks and opportunities).

It follows that, in addition to the surface changes that entrepreneurialism
heralds, changes also occur at a deep level. Indeed, in our present example,
the university changes as such. It is not just that the students are less visible
on campus; now, this university is marked by new kinds of identity (of both
students and tutors), relationships and communicative structures.

Through entrepreneurialism, therefore, universities add to their repertoire
of undertakings and undergo fairly visible performative change but, in the
process, they may also undergo constitutive change. Such constitutive change is
not captured by talk of mission change. On the cards is the prospect that the
university becomes not even just a different university but a different kind of
university. A question that opens up, therefore, (but one which we cannot
address here) is this: under conditions of entrepreneurialism, are there any
limits to the changes that might be wrought upon the university, even as it
continues to claim the title of “university”? After all, the entrepreneur, we may
take it, will not be spending much time reminding himself of the “idea of the
university” as it has unfolded over the centuries but instead will be keen to
usher in change: the entrepreneur’s time horizons are largely in the future rather
than in the past. It may just be that “anything goes” in this entrepreneurial
dispensation.

I cannot follow that thought here. I want, instead, to focus on the idea of
risk, for this is a surely a necessary component of entrepreneurialism: the
“entrepreneurial university” is a university at risk (cf. Beck, 1992). Risk here is
multileveled. At the surface or performative level, the risk may not come off:
the students may not materialize for those computer-based programmes.
Human and physical resources are at risk (as we have seen) but there are
opportunity costs as well. The capital – intellectual and economic – may be at
risk: the university may run into a “deficit” situation; staff may leave the
institution as they are called upon to take on their new pedagogical identities
HIGHER EDUCATION MANAGEMENT AND POLICY – VOLUME 17,  No. 3 – ISBN 92-64-03565-6 – © OECD 200554



CONVERGENCE IN HIGHER EDUCATION: THE STRANGE CASE OF “ENTREPRENEURIALISM”
(and undergo “training” in the process). But there is risk, as we noted,
embedded at deeper levels. In the changing of its pedagogies, its academic and
student identities, and its educational relationships, unpredictable changes
are let loose (Again, the unpredictability is a logical feature of “risk”). And,
having been let loose, such changes may be irreversible. Yes, the university may
decide to return to conventional curricula and reassert itself as a conventional
university, but human identities and institutional positioning, and their
associated perceptions, values and orientations – both internal and
external – once dislodged, will not easily be morphed back to earlier
configurations.

The entrepreneurial university, therefore, is engaged on an especially
risky course. It may be risking more than it understands, for it may be risking
itself. In coming to be a different kind of institution, it risks coming to live by
new sets of institutional values. The risk may still be felt to be worthwhile,
however; although that consideration implies that the risk to the university’s
value structure has actually been identified and been assessed (and this is not
something that is easily accomplished in the mode of “risk analysis” now
being enjoined upon UK institutions of higher education). Both, therefore, an
ethics of risk and a politics of risk attach to the entrepreneurial university
(cf. Franklin, 1998; Beck, 1998).

The entrepreneurial university is between states of being, but no new
stable state of being is available. A particular form of performative change may
be identified as a goal and it may even be reached (the new campus is opened,
perhaps even in another country) but the entrepreneurial university is never
at rest; and this is its characteristic mode of being, a restless mode of being
that is part of its self-understanding. The entrepreneurial university delights
in risk, but does it understand the risks that it is taking?

Entrepreneurialism and convergence

Entrepreneurialism comes in many shapes and sizes. The colloquialisms
are especially justified here: entrepreneurialism takes on both shape and size.
If it makes sense to ask of a university: “Is this an entrepreneurial university?”
it is also a consideration as to the extent and character of the entrepreneurial
presence on campus. It may be present only to a marginal extent – in some
departments, say, or as rhetoric emerging from the Senior Management
Team – or it may have come to characterise an institution to a significant
extent. So shape and size may be helpful metaphors in depicting the places
and extent of entrepreneurialism on campus. We can envisage the university
as a set of spaces and consider the penetration into those spaces of the
entrepreneurial ethos and its practical manifestations.
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How might those spaces be taken up by entrepreneurialism? I want to
suggest two sets of distinctions that may help us understand the character of
spaces that may exhibit an entrepreneurial presence.

1. Hard-soft entrepreneurialism.

2. Strong state – strong markets.

By “hard” and “soft” entrepreneurialism, I distinguish between those
forms of entrepreneurialism where there is a definite intention to secure an
economic return (preferably “profit”) as against those forms where the
economic drive is much less evident or is absent altogether. After all,
entrepreneurialism can be found in relation to different forms of academic
capital (as we noted earlier); economic capital need not feature especially
strongly. What is necessary, for entrepreneurialism to be present (so we also
noted) is that there be some measure of risk involved. The university may risk
its reputation, its intellectual capital, its position, its ethos, its educational
character, its role as a cultural good and so on. Why, then, restrict the
appellation “hard entrepreneurialism” to the economic form? Because the
economic form may not merely modify but even corrupt other forms: under
market conditions, for example, the pedagogical relationship may be damaged
by the undue presence of money: the transactions between teacher and taught
may be irredeemably distorted, as the student becomes a customer seeking a
return on her own financial investment.

I want to set off this idea of soft-hard entrepreneurialism against a sense
of the presence of markets. And here, I want to distinguish between open
markets and controlled markets, between situations where institutions offer
the services they wish to offer at prices they themselves determine to
whomsoever customers they choose and situations where any of these three
aspects of markets (services, prices and customers) are subject to some kind
of control. It is surely manifestly evident that both open and controlled
markets exist to a greater or larger extent and that there is no sharp boundary
between the two situations: open and controlled markets present us with a
second axis, therefore.

In speaking of the presence of markets, clearly, too, the state must loom
into view: these days, open markets or controlled markets both arise
characteristically as a result of state policies and actions in respect of higher
education (It is because the state in the United Kingdom, despite the
ideological trappings of introducing the market to higher education, remains
a strong player in the evolution of higher education in the United Kingdom,
that we have to resort to talk of a “quasi-market”). In picking out the presence
of markets to help our understanding of entrepreneurialism in higher
education, “the state”, therefore, cannot be far from our analysis. However, we
cannot go deeply into the state-market relationship here: simply unravelling
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the two scales – of soft-hard entrepreneurialism and of open-controlled
markets – offers us sufficient complexities for our present purposes.

We can place these two scales against each other and so (Figure 1)
illuminates the character of the spaces of the entrepreneurial university.

In quadrant (a), we have the case of an entrepreneurial university – or it
might be, say, an entrepreneurial department – that is keen to develop and
promote itself in a relatively free market. It is proactive: its music department,
say, is active in the multi-ethnic community, exploring different music
traditions as a way of developing multiethnic relationships in the community;
its archaeology department is both widening intellectually to forge links with
other departments (chemistry, computing, anthropology, statistics, anatomy,
biochemistry) but is also engaged with projects in the wider society, perhaps
on television, taking advantage of the interests in archaeology among the
general public. There may be income streams attaching to these activities but
that does not provide a motivation or criterion of success. The level of risk,
here, is relatively low but attaches to esteem (in seeming to “sell out” to academic
minds of a purer persuasion), to opportunity costs in pursuing ventures that
end in blind allies and also in running against the mainstream such that
traditional academic outputs (in the form of papers in learned journals) might
not be so readily available and, thereby, diminish a department’s potential in
formal national evaluations, especially but not only in research. Let us term this
form of entrepreneurialism civic entrepreneurialism.

Figure 1. Forms of entrepreneurialism in higher education
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In quadrant (b), we have the case, at least in principle, of a university or
department that is willing to essay forth (as in (a)) but where institutions are
steered in the direction of an understanding of higher education as a public
good. It may be that institutions are encouraged to compete with each other
for students but that those institutions are also, at the same time, expected to
demonstrate that they are each playing their parts in offering educational
opportunities to applicants from across the social class range. Or it may be
that institutions are encouraged to be engaged in research – or even “third
stream” activities – but that, in being so engaged, they are expected also to
demonstrate ways in which society itself benefits from such activities. Or it
may be that the state’s marketisation agenda has to take account of other
state agendas such as “quality” (where a state’s quality regime plays its part
alongside market disciplines) or “selectivity” (where a wish to deploy the
state’s resources to maximum effect limits the extent to which institutions
can be active in particular activities, such as the teaching of students in
“costly” subjects, the registering of research students and being involved in
research itself, especially in science and technologically-based subjects). In all
these ways, the market would be being limited quite deliberately by the state
for reasons that were connected with relevant public goods. Public capital, in
other words, may vie with economic capital.

Under such circumstances, the incentives for an institution actually to
become engaged in entrepreneurial activities would be rather few; for here,
after all, the risks would be greater than in (a) but the potential gains would be
smaller. An institution might here be interested, in principle, in being
entrepreneurial but it would surely hesitate in going in such a direction.
Accordingly, let us call any such entrepreneurialism a hesitant entrepreneurialism.

In quadrant (c), we have a form of entrepreneurialism in which money as
such counts. The message would go out to all members of staff that they
needed to generate, say, three times their salary, both to cover the institution’s
overheads but also to secure a “profit” for the institution. Here, the institution
would understand itself to be a major source of exploitable knowledge capital
in the wider “knowledge economy” and it would seek to deploy that capital
effectively and so secure the maximum financial return. It would set
monetary targets for third-stream activities in its corporate plans and a
culture would be developed, department by department, in which ventures
were created and seen through that were intended to generate income (and,
indeed, profit). Here, too, it would have every incentive to act in this way
because, in this setting, the state would have opened markets to the higher
education sector in the fullest way, such that our institution could charge
whatever it felt it wished to charge, taking its own view of the market and the
market attractiveness of its knowledge products and services. Call this an
unbridled entrepreneurialism.
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In quadrant (d), we see institutions that are playing out their
entrepreneurialism in an environment in which the state in particular is
managing the market, such that the most glaring excesses of unbridled
entrepreneurialism were curbed. Either the amount of profit or the range of
goods and services over which institutions could extend their entrepreneurial
inclinations would be limited. Institutions might have their missions
limited, third stream activities might be forbidden – or any monies derived
from such “third stream” activities as additional income might be discounted
against other core funding from the state – or institutions might not be
permitted to charge the market rate either for their teaching or for their research
(or both).

In circumstances such as those just sketched out, the incentives to
engage in entrepreneurial activities would be limited by the state controlling
the market (as in (b)) but (unlike (b)), where public or social goods were coming
into play in the steering of the market) here, the market would be curtailed
through the acting out of the state’s own economic interests. Call this a
curtailed entrepreneurialism.

From this analytical  exercise,  we may see straightaway that
entrepreneurialism may appear in different forms. Of course, in practice,
hardly any one institution or even any one department is going to find itself
situated in any one single quadrant: it will tend to spread, to some extent,
across the box spaces; but there may be a dominant point or fulcrum, even
amid the fuzziness of the outline, around which such an institution or
department will be positioned.

I make just one other observation here. Little, if anything, for our purposes,
hangs on the two axes. Other axes could have been chosen. For example, we
might have plotted the following two axes against each other:

1. Extractive – Providing; where the axes indicate institutions that are using their
entpreneurial activities to extract capital/profit from their environment as
against institutions that are seeing their entpreneurialism as a means of
gifting their resources to the wider society and so adding value (instead of
extracting it) from the wider society; a distinction, we may say, between
exploitative entrepreneurialism and beneficent entrepreneurialism.

2. External mission – Internal mission; where the institution is focused primarily
on the external environment on the one hand and is seeking to engage
anew with and in the wider society, as against an institution that is seeking
to be entrepreneurial through extending its inner academic activities
(where academics would continue to give external talks but would seek a
fee on each occasion or where academics might give advice to governmental
committees). This distinction, we may say, would help us to distinguish an
other-oriented entrepreneurialism from an inner-oriented entrepreneurialism.
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I shall not follow those two sets of distinctions here. I offer them to
emphasise the point that we have already made that entrepreneurialism
comes in many varieties but that, also, those varieties may be distinguished
through different kinds of structuring dimensions. Those structuring
dimensions are dimensions that we place, in our analytical endeavours, on
our readings of higher education; they are not naturally there in the world to
be read off it. At the same time, they serve to open up or to chart entrepreneurial
spaces of different kinds, with different textures, in the university.

Two observations follow from that reflection, obvious as it may be. The
first is that we should abandon talk of, for example, “the self-reliant university”,
or “the adaptive university” or “the innovative university”unless we can also
supply the structuring conditions that lead to one kind of university or
another. Unless some understanding of the structures at work (that is, the
dimensions or axes that prompt or hinder such forms of university life), such
phrases, beguiling as they may seem to help us understand forms of
entrepreneurialism, really do no serious analytical work. Without that analytical
work, the “archaeology” of the concept and nature of entrepreneurialism will
remain mysterious.

My other point takes us, at last, to the title of this section, Entrepreneurialism
and convergence; and it is the main point of my paper, elementary as it may
be. It is now clear that despite the possibly apparent obvious of the idea that
“entrepreneurialism” can be readily to be understood to be an example of
convergence – the tendency of higher education sectors across the world to
come to resemble each other – it may actually herald much more difference
that it heralds convergence. Particularity rather than universality: that is the
lesson of the emergence of entrepreneurialism in higher education.

Entrepreneurialism and knowledge travel

I now want to follow up these admittedly schematic observations by filling
them out through an exploration of the idea and metaphor of “knowledge travel”.

Whatever changes are befalling higher education worldwide – and, amid
the neo-liberal revolution and the onset of “academic capitalism”, they are
many – universities remain knowledge institutions. Knowledge itself may be
changing, but still knowledge remains important. It is not just that that
Mode 1 knowledge is giving way to Mode 2 (Gibbons et al., 1994); rather, the
university has long been a repository of different forms of knowledge and
those multiple forms are being challenged, developed, and modified as the
university is beset with proliferating forms of knowledge. I cannot, however,
go into that matter here.

Accordingly, we may understand entrepreneurialism to be an entreaty to
academics and the academic community to engage in forms of “knowledge
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travel” (cf. Barnett and Phipps, 2005). What is entrepreneurialism if, at its core,
it is none other than an enjoinder to academics to use their knowledge in new
ways, to find new ways of communicating their knowledge, to seek new forms
of knowledge production, to establish new knowledge partners and so on and
so forth. This is to travel, epistemologically speaking, in a new way. This is
knowledge travel.

It follows, too, that the different structuring principles that we have
encountered will lend themselves characteristically to different forms of
knowledge travel. Is one travelling with an eye on the economic return on the
journey or is one engaged on the journey because it may be intrinsically
interesting? Is one engaged on the journey because, through it, one may get to
know others and speak their languages better, or is one engaged in it simply
as a form of personal aggrandisement?

Knowledge travel occurs in various modes, each of which may come into
play amid entrepreneurialism:

Mode (a): This is an academic form of knowledge travel, and is a mode that
itself takes two forms: either the crossing of existing knowledge fields through
multidisciplinary and interdisciplinary ventures or through the development
of new knowledge fields (Strathern, 2004). Both these forms of knowledge
travel take place across knowledge fields within the academy. Here, we may
envisage – as academic and ethical virtues – both epistemological courage, as
our knowledge travellers venture out into what are for them new knowledge
lands and, particularly in multidisciplinary enquiry, academic hospitality, as
they are received by academics in different academic tribes.

Mode (b) travel – where the knowledge traveller crosses into the practical
domain. This form of knowledge travel is prompted where academic
entrepreneurialism is addressed to the solving of practical problems. This
knowledge traveller is going to be active in the world and, we may observe, will
necessarily take on a hybrid academic identity that consists of different
relationships with the world being held together: the contemplative and the
practical; understanding and action-in-the-world.

Mode (c) travel – where connections are made with the public realm (as,
in our grid above, in quadrant (a)): this will call for communicative dexterity
within language, though “language” here can be spoken and visual/
representational as well as written. Interactions with local groups in the
community, professional groups, the media and consumer groups: civic
entrepreneurialism will call for productive engagement with all such manner
of interest groups, each with their communicative challenges. Judgements will
have to be made as to how to “pitch things” for an audience: the style required
for a television film may be quite different from engagement in a local
community project.
HIGHER EDUCATION MANAGEMENT AND POLICY – VOLUME 17,  No. 3 – ISBN 92-64-03565-6 – © OECD 2005 61



CONVERGENCE IN HIGHER EDUCATION: THE STRANGE CASE OF “ENTREPRENEURIALISM”
Of course, in practice, many – or, indeed, all – of these forms of knowledge
travel may run together. A group drawn from a university department of
engineers offering specialist advice in the construction of a huge project in
another country may well find themselves involved in interdisciplinary,
practical and intercultural forms of knowledge travel. In turn, our engineering
entrepreneurs may find themselves having to attend to their mode of self-
presentation, their gestures, their dress sense and their communicative tone.

Ultimately, entrepreneurialism calls for complex academic identities.
What starts as a purely epistemological matter turns out to be an ontological
matter: what counts for effective entrepreneurialism is the mode of being that
academic entrepreneurs are willing to embrace. If academics show a
reluctance to take on an entrepreneurial spirit, it may reflect a reluctance to
depart from or even to widen their state of academic being. Resistant
academics may be exhibiting not just an epistemological conservatism but
also an ontological self-limitation; and the latter may have some right on its
side. The idea of “academic integrity” may just come into view here.

But for those brave souls who are willing to become academic
entrepreneurs, to venture into new epistemological lands, academic identities
may be lost but they may also be reshaped in a richer, more complex form. The
logic here, of course, is that these epistemological entrepreneurs live happily
with fluidity, a state of perpetual ontological voyaging. One just never knows
which group or community one will be engaging with, from one day to
another; one never knows the adjustments and negotiations one will have to
make, in order to affect some kind of rapprochement. Our knowledge
entrepreneurs have to think, and translate, and represent themselves in new
and subtle ways “on their feet”; and, very often, literally so at times.

Academic entrepreneurs have to be able to empathise with new
audiences. They are perpetual translators, effecting translations of their ideas,
in new modes, for others to take them on board in settings that are new for all
concerned; and they effect translations of others’ work and language in
assimilating them into their own language and frameworks. This is
ontologically taxing; knowledge entrepreneurs will always be willing to go on
remaking themselves in a continuing process of accommodation and
assimilation. In turn, the individual changes.

Does the individual merely change or does the individual grow? Or is the
academic entrepreneur a carrier of system-wide change that is enhancing of
the system or corrupting of the system? Fortunately, although our earlier grid
may be suggestive of some answers to these questions, we do not have to
tackle those matters here.

What we can conclude here, however, is the more prosaic observation
that knowledge travel is endemic to academic entrepreneurialism but that it
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can move in directions that are so different from each other that they are, in
effect, quite different forms of epistemic travel. The mode of academic
identity being called forth may be hugely varying. The journeys go in different
directions, encounter quite different communities and call for different
languages and forms of intertextuality.

The forms of knowledge travel and inter-communication in which the
engineers engage, with their eye on definite time-schedules, and a precise
design problem, is a long way from ecologists engaging in a long-term project
with Amazonian Indians which again is a long distance from archaeologists
engaging with local councillors and planners on the occasion of a major “find”
on an industrial site and turning the find into a museum of national
importance. These forms of knowledge travel, we may observe too, overlap in
intricate ways with our earlier classifications of entrepreneuriliasm (hard/soft;
open/controlled markets; exploitative-beneficent entrepreneurialism; other-
inner oriented entrepreneurialism).

Conclusions

Our theme, even if  i t  has barely surfaced, has been that of
entrepreneurialism as a possible example of convergence. Is entrepreneurialism
an example of the apparent tendency of higher education systems, worldwide, to
ape each other? If we can see signs of entrepreneurialism taking off, however
sketchily, in systems of higher education all across the world, does that help
to confirm the convergence thesis?

Our analysis has shown that, short of a large number of qualifying
statements, no such judgement can be made. Behind “entrepreneurialism”
stands all manner of academic identity, of academic movement, of interplays
between knowledge fields, of political and social values, and ultimately of
human being itself. A term such as entrepreneurialism that just may seem to
offer some confirmation of the “convergence” thesis in higher education
serves, on analysis, to offer no such support. Indeed, the differences that we
have unearthed perhaps to the contrary may even begin to raise fundamental
doubts about the phenomenon of convergence itself. It has at least to be
doubted whether there exists such a phenomenon.

More significantly, still, such talk – of “entrepreneurialism”, of “convergence”
– may, if taken on uncritically, serve as a pernicious discourse that closes off
awkward value judgements and ethical choices about the forms of academic
life – of “entrepreneurialism”, of “convergence” – that are desirable or even
undesirable.

Keywords: entrepreneurialism, convergence, knowledge, academic travel,
risk, markets, academic identity, values.
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This article highlights a range of university entrepreneurship
activities and regional engagement in relation to current
governance and finance issues. A model for networking and
developing partnership between universities and their region is
presented, which reflects existing and emerging European level
policy instruments. This model aims at finding the right balance
between competition and collaboration and it takes into account
the diversity and stratification of higher education and research
systems in different countries. From a regional perspective, the
most vital activity seems to be the flow of knowledge from
universities to business and society, thereby linking global and
local players. In order to achieve a better interaction between
universities and industry, the various internal and external
governance features have to be studied, as sometimes conflicting
forces are at work. Universities will need to realise that different
institutions can be complementary to one another. It is also
important for them to consider how they can best respond to
demands for sustainability and accountability of their own
activities within a broader knowledge space. The networking and
partnership model drafted here will need to be adapted to existing
specific conditions and prevailing institutional and regional
characteristics. This is necessary in order to successfully coordinate
policy instruments to achieve desirable results. Only then can
viable entrepreneurialism and innovation be fostered within
individual HEIs, between them, and in their regions.
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Entrepreneurial Universities 
and the Development of Regional Societies
Introduction

Universities are increasingly part of wider geographical processes
including international, national and sub-national actors. While nation-states
still retain responsibility for research and education policies in many
countries, such national definitions of higher education are increasingly
challenged not only due to pressures of growing competition and
globalisation, but also because of universities’ increased engagement with
regional needs. Universities now find themselves having to pay attention to
many more “political centres” (Paterson, 2001, p. 150), than before as seen, for
example, with research grants, assessments and teaching accreditation from
transnational bodies such as the European Union, individual states and
regional authorities. Spatial reconfigurations of research and education systems
occur in different forms. For example, inter-institutional networks constitute a
new phenomenon. There are new strategic alliances between universities at
both local and international levels aimed at promoting the commercialisation of
knowledge and the transfer of technology. Internationalisation of university
courses and diplomas, networks, and entrepreneurial activities are growing,
which is influenced by international agreements such as the General
Agreement on Trade in Services (GATS).

With these new trends, the issue of territoriality is not straightforward for
universities. For some institutions, to become a regional institution of higher
education is seen as a source of stigma while regional partnerships can be a
route to international research standing. It is argued that more universities will
become “both more local and more global” (Duke, 2002, p. 34). A “regioncentric
university orientation” (Hagen 2002, p. 206) will not assist regional economic
development in the globalising knowledge-based economy. Multiple
structures of the geographical dimension of university activities are not
altogether new; university forms and functions have, of course, been evolving
for centuries. What is new and worthwhile noting in the present situation, are
the particular political pressures now faced by universities and other
actors. The last decade has seen an increasing concern with economic
competitiveness in many countries and a strengthening of efforts to increase
levels of entrepreneurship and innovation with an emphasis on the role of
universities. Accordingly, there has been a shift in the attitudes of national
governments towards the role of universities, particularly with regard to their
potential to contribute to economic and social development. Faced with
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slower growth in overall public funding, increased competition for research
funding and continuing pressures on their operating budgets, a number of
universities have chosen to become “entrepreneurial” in seeking new sources
of funding, promoting national and regional economic benefits, and seeking
closer links with industry as a means of expanding their research activities.

This article focuses on the entrepreneurial role of universities, particularly
in the context of regional economic development.2 Regional development is
understood in terms of the existence, creation and strengthening of informal
and formal linkages: as a “set of functioning institutions, organisations, funding
structures and streams, interactive networks and forums for collaboration, for
the pursuit of common economic, social and cultural goals” (Holtta, 2000, as
cited in Boucher et al. 2003, p. 887). The contribution of universities to their
region’s economic development has been studied with respect to their roles as
“economic entities”; “commodified knowledge producers”, “shapers of human
capital”, and “institutional actors in networks” (Boucher et al. 2003; Thanki,
1999; Charles and Benneworth, 2002). Many universities themselves have
come to conduct research on the economic impact of the institutions in their
localities, albeit with narrow foci on econometric analyses of impact. In more
recent years, the contribution of universities’ regional public affairs are identified
more widely with documentation of a self-evaluation of universities’ capacity to
respond to regional needs. A good example of such a self-evaluation followed
by external peer review is provided by Turku University (Goddard et al., 2000).
Since the mid 1990s, international interest in universities as part of the
regional economy has been flourishing, resulting in a series of international
case studies (CRE-ERT, 1998; OECD/IMHE, 1999).

Nevertheless, the general approach taken by research communities in
this area seems to have been rather circumstantial, and there seems to be
little rigorous methodological effort to seek consensus as to the policy and
institutional changes taking place (Batterbury and Hill, 2004; Varga, 2000).
Universities also fulfill a useful role in blurring the distinction between the
different geographical scales, in part by “regionalising” world class research
and making such knowledge available to actors whose innovative locus is
more limited in geographic scope. Only a limited number of studies have
examined the dynamics of university behaviour encompassing different
geographical levels set within a consistent analytical framework; there is a
particular dearth of research into the complex spatial institutional arrangements
of universities. A university as an institution constitutes a place which needs
to be situated within a wider space. Universities, as places, are constituted as a
result of the operation of these contesting spatial forces acting upon them.

In today’s economic environment, policymakers are concerned with the
appropriateness of their investment in higher education. Public funding and
initiatives can stimulate university-industry interaction and universities’
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regional engagement. However, these policies and initiatives may have little
impact on regional economic development partly due to the autonomous
nature of universities and their faculty members. In this article, issues related
to the funding and governance system of university-industry interaction are
discussed both at the university and regional levels. The main objective of this
article is to shed light on the geographical dimension of these enterprising
policies and practices in the knowledge-based economy and to identify its
influence upon recent organisational and spatial transformations within and
across universities.

The following general questions are addressed in this article:

1. What are the roles of universities in regional economic development and
what are the barriers which prevent universities playing a more active role
in the development of their regions?

2. Are the public policies encouraging the entrepreneurial activities of
universities within their regions effective and sustainable?

The principal research and policy questions to be considered in the
particular context of the European Universities for Entrepreneurship: Their Roles in

the Europe of Knowledge (EUEREK) project are:

3. To what extent do policy makers who are responsible for regional development
(including those at national and European levels), seek to (re-)configure
universities and change their modes of knowledge production?

4. In what ways and to what extent have universities transformed themselves
in working with their regions, especially at a time of severe budgetary
constraint?

5. What more could be done at the European level to improve the contribution of
universities in developing regional societies within the Europe of Knowledge?

This article is structured as follows. Following this introduction, Part Two
provides a conceptual framework concerning the political-economy of
university behaviour which emphasises the diversification of university
missions and their new markets. In particular, issues related to the
“commercialisation” of university research and the system of both internal
and external governance of a university are discussed. Part Three addresses
the growth in links between academic entrepreneurship activities and
regional development processes, focusing on the intermediary function of
universities at the regional level. The different geographical forces at work
within the European policy frameworks are illustrated.In Part Four, the
emergence of inter-organisational networks between universities and their
partners are highlighted. A spatial model is developed which accommodates
institutional processes at work within universities, regional and industrial
communities. Empirical cases are drawn from the United Kingdom,3 however
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comparative perspectives are also drawn from other national contexts. The
concluding remarks discuss policy implications and the characteristics of an
“entrepreneurial pathway” for universities, and their regions are identified.

University funding and governance of triple helix interaction

From the early 1980s onwards, the policies and priorities of universities
have been increasingly influenced both by the quest for nationally relevant
university research and by pressure for accountability and cost reduction
(Geuna, 2001). The search for new sources of finance to replace declining
government funding for higher education may have been a strong imperative
for universities in a number of Western economies to adopt “new
managerialism” and “entrepreneurialism” (Deem, 2001). With fewer public
resources available for higher education, many universities will need to place
a higher priority on being “responsive to their local and regional communities’
needs” and on being perceived as useful to society in order to receive public
support (Shattock, 1997, p. 27). In recent decades, while case studies and
evidence of success factors in managing these relationships mostly at an
institutional level are accumulating (e.g. Clark, 1998, 2004; Shattock, 2003),
national governments are finding it difficult to relate these individual
institutional experiences to their own policy concerns (OECD, 2002).

Policy communities at multiple levels have come to view universities as
being at the heart of the knowledge-based economy, and following the
sustained economic growth of successful regions in the United States and
Europe, universities are increasingly seen as the principal drivers of regional
industrial and technological development in different countries. In some
countries, the establishment of universities has been a key element of regional
development policy (Thanki, 1999, p. 84). University involvement in
technology transfer has become one of the most significant trends in higher
education in the United States. The US research university system, as
exemplified by the Massachusetts Institute of Technology (MIT) and Stanford,
is taken as “a role model” for responsiveness to economic change and
contribution to the creation of wealth by governments elsewhere in the world.
Universities’ greatest successes in regional engagement have been seen in
places where all the contextual economic factors are already positive, such as
Silicon Valley, Route 128 region surrounding Boston, and Research Park
Triangle in the United States. This has made it more difficult to isolate and
rigorously conceptualise universities’ contributions to economic development
processes (Benneworth and Charles, 2005). The promotion of the so-called
“triple helix” of interaction between industry, government and universities as
a key feature of the knowledge based economy (Estkowitz and Leydesdorff,
1997) has been noted. In the United States, this has been the intersection of
“bottom-up” and “top-down” initiatives while in Europe, Japan and elsewhere,
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the triple helix interaction has been promoted mostly by the top-down
initiatives from governments (Etzkowitz, 2003). It is pointed out that
policymakers have overstated the degree to which universities can drive
regional and national economies (Florida, 1999).

Within Europe, the impact of universities on the development of
successful localities such as Cambridge in the United Kingdom (SQW, 1985,
2000) and Twente in the Netherlands (Boucher et al., 2003) serve as outstanding
examples. The role of Cambridge University in the United Kingdom is
comparable to that of Stanford and MIT in the United States. As in the case of
Stanford University and MIT, university spin-offs generated much of
Cambridge’s high-technology-based economic growth. Liberal policies
towards faculty entrepreneurship encouraged technology transfer and close
university-industry connections (Varga, 2000). The experiences of a few
exemplary regions during the 1970s and early 1980s, and examples of regional
development from “entrepreneurial/innovative universities” (Clark, 1998;
Schutte and Van der Sijde (eds.), 2000; Shattock, 1999) during the 1990s led to
a flurry of initiatives, such as science parks and technology transfer offices,
albeit with considerable variation in success rates and across nations (Charles,
2003). Governments have provided initiatives and funding, encouraging
universities to engage with their localities, and transformation has occurred
in different national and regional contexts. For example, Finland is known as
an exemplar of developing strong links between universities, high-tech
industry and regional economic development. During the early 1990s, Finland
experienced a deep recession with high unemployment, when universities
became important engines of economic development in regions such as
Tampere, Oulu, Helsinki and Turku. A symbiotic relationship has been formed
among the corporations, public agencies and universities with strong
leadership taken at the local level (Chakrabarti and Rice, 2003).

Governments promote universities to be “entrepreneurial” and
“commercialise” their knowledge. In general, however, there is not much
evidence that shows that these state policies have actually made a real
significant impact in improving regional economies. It is generally accepted
that an effective dissemination of knowledge between public knowledge
institutions such as universities and the private sector depends on certain
regulatory factors (e.g., intellectual property rights (IPR) policy in the public
sector) and on the existence and efficacy of mediating institutions.
Nevertheless, only a small fraction of the flow of knowledge from universities
to industry is mediated by formal licensing agreements involving university-
generated patents, while there are distinctive differences among sectors. The
widely observed recent policy direction to promote these entrepreneurial
activities by setting up formal mechanisms through “international emulation
of the Bayh-Dole Act” (Mowery and Sampat, 2005) may need to be tempered
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with more realistic expectations. Indeed, university patenting and exclusivity
in exploitation of research results are complicated and controversial issues,
especially in relation to the principle of free dissemination of publicly funded
research. This may also exacerbate differences across universities in terms of
financial and research outcomes and may damage the education mission of
universities.

Innovation and entrepreneurial processes involve knowledge transfer
and labour mobility as key foci resulting in the evolutionary convergence of
the three hitherto separate spheres of university, industry and government.
The “triple helix” interaction process has been represented by three factors or
levels: the actors, the institutions and the rules and regulations, the linkage of
which warrants closer scrutiny (Viale and Ghiglione, 1998). The nature of new
knowledge creation, characterised as Mode 2 knowledge production (Gibbons
et al., 1994), involves applying different “knowledges” together besides
generating new knowledge, and the organisation of science has shifted
qualitatively to enable more application-focused collaborative research. The
governance of triple helix interaction plays an especially important role in
linking academic entrepreneurship activity to society at large. The system of
university-industry interaction needs to be discussed in terms of both a
university’s internal governance and questions related to external governance
(Patchell and Eatham, 2003). To accomplish the connection between external
and internal policy, promoting triple helix interaction, appropriate internal
governance and mediation mechanisms need to be created at the institutional
level. Simultaneously, it must be ensured that the balance can be struck
between incentives for commercial and academic activities done by faculty
members (e.g., managing intellectual property rights, developing new sources
of revenue, conducting academic research, disseminating research findings
and teaching students). Such institutional mechanisms serve as the key to
understanding the evolution of triple helix interaction in a region. This
argument is succinctly summarised in Box 1.

From an institutional management point of view, a central concern for
universities and their departments is where funding comes from, and what
activities can and should be supported from existing budgets. A number of
studies have revealed how different micro-decisions and micro-incentives
generate perceptible differences in institutional behaviour (Geuna, 2001,
p. 609). The degree of autonomy allowed to individual universities to adopt a
territorially active role is a critical factor in this process (Lawton Smith, 2003a).
The degree of national science research concentration and the patterns of
research funding allocation have also had major impacts.

The extent to which decentralised and regional authorities contribute to
the funding, management, and planning of higher education varies greatly
between countries. In the United States, there are no centralised (federal)
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administrative policies, and heterogeneous institutional structures and
quality systems co-exist. Because universities tend to rely on local and
regional (state) sources of financial and political support, they are geared
towards local benefits and they have strong links with local industry. In Europe,
universities are often the main responsibility of the central (Austria, Finland,
Denmark, France,4 Italy, Ireland, The Netherlands, the United Kingdom) or
regional (Belgium, Germany, Spain) governments (Charles et al., 2004; OECD/
IMHE, 1999; Geuna, 2001). This paper now turns to an examination of the
linkage and interaction between actors, institutions and changing regulations set
in the specific current policy context of Europe, and asks whether these
processes have any spatial and organisational impacts on universities.

Academic entrepreneurship and regional development 
in the Europe of knowledge

Academic entrepreneurship

In order to reveal how universities work with their regions, one must
re-consider the diversity of activities and mission within higher education

Box 1. Three levels of interaction in the Triple Helix model

Actors “micro level”

● Academic researchers become entrepreneurs for their own technologies.

● Entrepreneurs working in a university laboratory or technology transfer office.

● Public researchers spend time working in a company.

Institutions “meso level”

● The “hybrid agents of innovation” such as university high-tech spin-offs or

venture capital societies set up by universities;

● The “innovation interfaces” between business and research.

● “Innovation coordinators” responsible for coordination and management of

the various phases of innovation activity e.g. regional technology transfer

agencies.

Rules and Regulations “macro level”

● Traditional S&T policy tools such as the legislation on property rights and on

autonomy of universities.

● Market tools.

e.g. US laws supporting “venture capital activities” for high-tech business;

NASDAQ helping high-tech business.

Source: Viale and Ghiglione, 1998.
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(teaching, research, public services, technology development, spin-off,
knowledge transfer, community services, etc.) as well as policy instruments
within multi-level governance structures (i.e., sub-regional, regional, national,
European, and international levels) influencing the strategies of each
institution. The process of transferring university technology and knowledge
into application can take place through various channels, such as free
dissemination of knowledge through teaching and publication, interaction,
cooperation, and licensing to existing firms, and the establishment of new
business entities based on university technology and knowledge, so-called
university spin-offs. The question of whether and to what extent knowledge
transfer and learning occur at regional and other (national and global) levels,
however, remains empirical.

There are different definitions of “academic entrepreneurship”. Here
academic entrepreneurship refers to specific cases of academics’ entrepreneurial
activities including contract research, technical consultancy, patenting and
licensing activities, as well as the creation of spin-off firms, by university staff.
The data shown in Table 1 are from a survey of representative universities
in six EU countries, including traditional, technical and new or specialist
universities. In 1997, a questionnaire survey was given to all researchers and
teachers at the faculties of Science, Engineering and Medicine in three regions in
each country.5 The results show that the majority of academic entrepreneurship
activities are devoted to varieties of industrial or national council contract
research, consultancy and external training. Fewer activities were devoted to
“wealth creation” through patenting, licensing, spin-off or research marketing
(Cooke, 2004) while policy-makers place much emphasis on such activities.

Table 1. Academic entrepreneurship activities: percentage of respondents 
active in a representative selection of universities for each member state 

Source: EU-TSER Project: Universities, Technology Transfer and Spinoff (UNITTS); adapted from Table 4.6,
Andersson and Klofsten, 1997, as cited in Cooke 2004.

% active Sweden Finland Spain Portugal Ireland
United 

Kingdom

Contract research 45 50 70 43 69 57

Consulting 51 44 61 54 68 53

Scientific projects 44 42 82 42 68 48

External training 40 37 67 37 73 36

Testing/trialing 15 25 22 25 40 30

Patenting/licensing 12 20 7 20 26 16

Spin-off firms 12 11 7 11 19 10

Research marketing 6 6 5 6 6 6
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The above European funded study examined academic entrepreneurship
in the context of regions at different stages of development, clarifying the role
of universities within different types of regions:6

“[…] academic entrepreneurship is a phenomenon that exists in a range
of different institutional and regional settings, often having to overcome
the same barriers for success in all countries. Most importantly, it has
ascertained that there is a strong potential for developing increased
university-industry linkages across Europe if the right institutional
policies can be put into place. However, in terms of developing policy
initiatives to establish closer academic-industry links, the role of the
European Commission should be essentially as a facilitator.”

The study demonstrated that for any initiative to succeed, it must take
into account local circumstances, for both university and industrial partners.
Policy instruments will only work if they are applied at the level of the
institution, and if they reflect the strengths of the individual institutions and
meet the real needs of local as well as international business and industry.

Research on how universities deal with and promote the formation of
spin-off companies, a specific form of academic entrepreneurship activity, is
still in its infancy (Mowery and Shane, 2002). Spin-offs are one way of
transferring technology from university to industry, but this transfer
mechanism is far from being universally successful (Niosi, 2004). Its
effectiveness should be more systematically compared with other forms of
technology transfer (e.g., contract research, knowledge transfer through
graduates moving from university to industry, consultancy conducted by
faculty). The evolutionary process of university spin-off companies involves
many stakeholders and the complexity of interwoven objectives. This implies
that university management has to act strategically and develop the
organisational routines that both encourage entrepreneurial processes
towards creating successful new spin-off companies, and at the same time
protect intellectual property and secure the “optimal configuration of scarce
resources” towards the different objectives of the university (Ramussen and
Borch, 2004, p. 5).

Providing entrepreneurship education to students and wider society and
equipping individuals with enterprise skills is another area in which
universities can contribute to the promotion of successful new firm starts and
small business management. Linkoping and Chalmers Universities in Sweden
have focused on training students to develop skills to create new firms while
professors act as advisors to the new firm. As civil servants, professors rarely
play a role of entrepreneurs themselves, but universities are changing
academic culture by empowering students through this “entrepreneurial
academic model” (Viale and Etzkowitz, 2005, p. 20).
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Localisation of knowledge

Along with varieties of academic entrepreneurship activities, there are
different institutional and regulatory factors through which “localisation” or
“regionalisation” of knowledge or intellectual capital from universities occurs.
At the heart of the argument lies the notion that universities should pay more
attention to transferring their knowledge, technologies, know-how and their
skills into local economies and communities. On the one hand, universities
are seen as important sources of innovation, scientific and business
knowledge. On the other hand, universities are regarded as stakeholders in
the process of regional strategy making such as regional business analysis, the
design and customisation of innovation strategies, the development of
particular projects, the facilitation of the decision making processes and
policy monitoring (Lagendjik and Rutten, 2003). The impact of the universities
may spread into wider social and cultural effects and civic spheres on their
localities and region. Bob Morgan distinguishes between the “elite” and
“diffusion oriented” models of universities’ roles in regional development
(Morgan, 2002). In many of the existing models of university-industry
interaction too much emphasis is put on high-technology knowledge transfer
and academic spin-off activities, underestimating the importance of
universities in interactive learning, creating social networks and trust.

The complexity of the mediation role played by universities’ technological
support services or technology transfer infrastructure (e.g., intermediary
agencies between universities, public research institutions and SMEs;
consultants or technology centres) warrants closer attention (Patchell and
Eastham, 2003). Critical questions exist as to the specific roles of universities
in business support and providing “industry-specific public goods” (ISPG) such
as basic research, training programmes, technical services, certification and
quality control facilities, generic advertising and commercial information in
relation to other innovation support organisations. The European Union
Framework Programmes are good examples of policy instruments to
encourage collective actions to produce ISPG mechanisms in the domain of
innovation and technology (Foray, 2003). These institutional mediation
mechanisms need not serve only as technology providers in the narrow sense,
but they may also further the processes of institutional learning and
communication, creating networks of institutions and building up social capital

(Putnam, 1995), through collective learning processes, often linking
institutions to resources available outside the locality. This happens when
universities are considering developing new means of interaction such as
entrepreneurship programmes and regional innovation networks with funding
from the EU, national and regional governments (Kitagawa, 2004a).
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In terms of the implementation of the EU regional and technology
policies, roles played by universities are highlighted in carrying out regional
innovation projects such as RTP, RIS and RITTS, which all aim to enhance
regional learning and collaborative regional processes of innovation. However,
it has been pointed out that the successes of regional technology policies
promoting innovation from R&D at universities are surprisingly limited in
many European regions. These issues need to be considered in terms of the
development of regional institutional arrangements and especially in relation
to the roles and effectiveness of intermediary mechanisms such as Industrial
Liaison Offices (ILOs) or Technology Licensing Offices (TLOs) (e.g., Jones-Evans
et al., 1999). There remain difficulties for universities to overcome if they are to
interact successfully with firms, in particular small and medium sized
enterprises (SMEs) and other organisations in their regions. Effective measures
are required to encourage the business sector, especially SMEs, to engage with
different types of universities. Serious issues are particularly apparent in “less
favoured regions” with low resource levels for increasing innovative potential.
Benneworth and Charles (2005) examine the role played by university spin-off
companies in less favoured regions. Based on evidence from two peripheral
regions in the United Kingdom and the Netherlands, they show that university
spin-off companies can create innovative activity in less favoured regions
which lack sufficient stocks of knowledge capital in the knowledge-based
economy.

Barriers for universities engaging in their regions are also found with
respect to difficulties in working with local authorities. Turning to public
authorities operating at the local and regional scale, universities often remain
as “black box” (Chatterton and Goddard, 2003), and sometimes the funding
mechanisms and the way universities are governed and managed are poorly
understood. Within the multi-level governance structure emerging within
Europe, universities face pressures to reconcile institutional risk, self interest
and local and regional aspirations, and have to find the appropriate decision
making machinery in order to meet administrative requirements at different
levels.

Another important process for the localisation of knowledge is in the
form of the development of human capital. Florida and Cohen (1999) argue that
a key role for the university is as a collector of talent, thus acting as an
enabling infrastructure for technological and economic development in the
knowledge-based economy. Universities have traditionally produced
graduates for national labour markets dominated by large employers with
little concern for SMEs or graduate retention in local labour markets. This
model has begun to break down in response to changing patterns of employer
demands, such as the decentralisation of large corporations into clusters of
smaller business units and the greater role of smaller businesses as sub-
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contractors, suppliers and franchisees (Charles, 2003). The significance of
local labour-market processes goes beyond transactional efficiencies in the
matching of labour supply and demand. Authors emphasise that the most
effective technology and knowledge transfer mechanisms between higher
education and the external environment is the teaching function of
universities (e.g., the staff and students via the teaching curriculum, placements,
teaching company schemes,7 secondments, etc.). (Chatterton and Goddard,
2003). These links between labour-market structure and processes of
innovation and technological change remain largely unexplored. The broader
significance of labour-market processes for the technological and organisational
dynamism, including that of higher education, therefore, has yet to be examined
(Angel, 2000; Mille, 2004).

The Europe of knowledge and regions

There is another prominent policy level to be considered. To succinctly
illustrate EU policy contexts, Table 2 presents policy documents published by
the Commission in parallel with relevant Commission events.

Table 2. Competitiveness, innovation and knowledge agenda in the EU 

In the recent policy environment of the European Union, a prime policy
objective seems to revolve around the “competitiveness of Europe versus the
rest of the world” view (Lawton Smith, 2003b, p. 2). This is because in
numerous analyses of the European Union’s weakness in relation to its
competitors, particularly the United States and Japan, innovation has been

The European Commission publications
The Bologna Process 

(Education)
Lisbon Strategy

(Research)

1994 White paper on Growth, Competitiveness 
and Employment

1995 Green Paper on Innovation

1997 Towards a Europe of Knowledge [COM] 1998 Sorbonne Declaration

2000 Towards a European Research Area (ERA) 
[COM] 1999 Bologna Declaration 2000 Lisbon Strategy

2000 Innovation in a knowledge-driven economy 
[COM]

2001 The Regional Dimension of ERA [COM] 2001 Prague Communiqué

2002 More research for Europe – Towards 3% 
of GDP [COM] 2002 Barcelona objective

2003 Investing in research: an action plan 
for Europe [COM] 2003 Berlin Communiqué

2003 Green Paper on Entrepreneurship

2003 The Role of the Universities in the Europe 
of Knowledge [COM]

2004 Liege conference 
A vision for university-based 
research and innovation
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highlighted as a crucial deficit in business competitiveness (CEC, 1995). In
January 2000, the European Commission adopted the Communication Towards

a European Research Area, which is meant to contribute to the creation of better
overall framework conditions for research in Europe. In March 2000, the
European Council in Lisbon set out a ten-year strategy to make the European
Union the world’s most dynamic and competitive economy.8

In the recent European policy context, a connection has been forged
between the three concepts of a European Higher Education Area, a European

Research Area, and the Europe of Knowledge (Kwiek, 2004, p. 763; Kwiek, 2005).
The European Research Area concept implies that efforts should be deployed
effectively at different administrative and organisational layers – European,
national, regional and local levels – and by re-examining the role of public and
private actors. The increasing involvement of the European Union in R&D
policy has led to a new scale of research and science governance above the
national level through mechanisms such as the Framework Programme, while
simultaneously greater support for the emergence of “regional scale science
governance” has emerged through direct support for regional strategies and a
framework for inter-regional collaboration across national boundaries (Charles et
al., 2004, p. 11). The concept of a Europe of Regions has been presented as another
central theme in recent European policies. In recent European institutional
processes, the important role that sub-national regions can play in mobilising
research and innovation efforts for bringing Europe into the knowledge-based
economy has stood out. This has been emphasised in documents such as the
Communication of the Regional Dimension of European Research Area (CEC, 2001).

The role of universities in knowledge transfer has been raised by the
European Commission in a recent Communication The Role of the Universities in

the Europe of Knowledge (CEC, 2003). There has been increasing emphasis on the
role played by higher education institutions in localised research and
innovation processes; it appears that within the context of the Europe of
Knowledge, “regional development” and “roles of universities” are inseparably
connected and intertwined (e.g., CEC, 2001, p. 9). This would cover several
related policy areas including, for example, fostering industrial clusters,
building research infrastructures, and working on S&T statistics and
indicators at the regional level. Furthermore, legal, institutional and
regulatory aspects of policies and strategies related to S&T and regional
development need to be reconciled.

The key challenge for policy makers in the context of the Europe of
Knowledge and the Europe of Regions concerns how to enhance regional research
and innovation strengths advancing the regions as strategic players in the
knowledge-based economy. Networking formation outside the European
Union as well as across EU countries will be key in order to make European
regions competitive in the knowledge-based economy, and again, universities
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are key actors in realising this. In this respect, Ireland is a prime example of
the creative use of European programmes to renew a country’s political
economy and social structure, even attracting emigrants to return home.
Dublin’s Trinity College, for example, has become a force for indigenous
innovation by developing a network of science parks and incubators tied to
academic research. These initiatives complement an earlier strategy based
upon attracting foreign direct investment, building upon an infrastructure
enhanced with EU funds (Jones-Evans and Klofsten, 1998).

The contribution of universities to the development of regional 
societies – forming partnerships and “networks of practices”

From a regional development perspective, further studies are needed
which focus on the ability of different universities to deliver areas of expertise
through various internal allocations of resources for teaching, research and
commercialising their research. Recently in the United Kingdom, the inter-
organisational links are being developed between universities in recognition
of the complementarity of institutions in a regional framework in relation to
recent government policy initiatives. The Dearing Report on higher education
(NCIHE, 1997) stressed the importance of regional collaboration as a means of
making universities more efficient and more responsive to regional
needs.In 1999, the Higher Education Funding Council for England (HEFCE), in
partnership with other bodies, initiated a new “third-stream” of funding,
complementing the Council’s existing grant for teaching and research. The
objective was to reward and encourage universities to enhance their
interaction with business, industry and public services and in so doing
contribute to economic growth and competitiveness, especially in the
universities’ home regions.

The United Kingdom, especially England, had no explicit official regional
policy on higher education until recently (McNay, 1994) and the “older
universities” largely failed to respond to social and economic problems
experienced in their regions during the 1970s and 1980s, undervaluing
connections with industry and the benefits of technology transfer (Thanki,
1999). However, at least at the policy level, the “joined-up thinking” (Goddard
and Chatterton, 1999, p. 685) between higher education policy and territorial
development issues have been increasingly encouraged by the central
government and the recently created Regional Development Agencies (RDAs).
In the UK national contexts as of late, a series of White Papers assumed the
important role of knowledge and innovation, and there have been a series of
policy initiatives emphasising the role of universities in territorial
development (Lambert Review, 2003). The White Paper on the Future of Higher
Education (DfES) published in January 2003 states that the involvement of
universities and colleges in regional, social and economic development is
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critical; stronger partnerships are encouraged between universities in each
region and the RDA and other agencies charged with promoting economic
development (DfES, 2003).

Government proposals to shift research funding to a fewer number of
departments are likely to lead to a major distribution of research activities and
to bring about highly differential effects, not only on institutional research
profits but also on regional research capacity and diversity (Universities UK,
2003). The government’s concerns are with the issue of effectiveness, both in
terms of the use of resources within universities, and in terms of enhancing
the effectiveness of its contribution to the economic well being of local,
regional, and national economies.9 In this light, the new mechanisms and
processes for inter-organisational network management between universities
and other innovation support organisations warrant close investigation.
Recently, in Scotland, “research pooling initiatives” have been started with
financial supports from the Scottish Higher Education Funding Council
(SHEFC), through which over 180 chemistry researchers and their teams, and
over 200 physicists and their research groups will pool resources across
Scotland in two world class research alliances.10 In England, regional
mechanisms of collaboration have been set up by the higher education sector
supported by a number of public bodies (Kitagawa 2003; 2004b). Regional
consortia of universities, providing different expertise, resources, and
experiences of institutions, can be very effective in accelerating progress of
regional collaboration in knowledge creation, exploitation and innovation.

Those relationships growing between universities and their regions are
an important strategic and policy issue for universities, industry, communities
and for governments alike in order to be “entrepreneurial” in the globalising
knowledge-based economy. The government has encouraged institutions to
choose the role which best suits their strengths, with public funding
encouraging such choice, by providing incentives for institutions to become
more entrepreneurial. Some universities may choose to become “mass tertiary
education institutions”; some university departments may specialise in
sector-specific professional research and training; and some departments or
institutes will opt to continue academic research and training in global
research competition (Laredo, 2005). From a spatial point of view, this direction
might even take us as far as to consider the possible formation of a “regional
higher education system” with organic linkages between diverse Higher
Education Institutions (HEIs) in terms of human mobility, research links, inter-
curricula development and collaboration with industry and communities. The
example of the “California system of higher education” (Douglass, 2004) where
different types of HEIs with the public and private mix are loosely inter-
connected, may be an exemplar.
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University outreach activities to industry and the community promoted
by the so-called “third-stream funding” seem to have enormous potential for
universities, the economy and society while networks and partnerships are
sometimes forged, triggered by the wish to strengthen the bidding power of
participating organisations. Universities must strategically incorporate recent
government funding incentives for third-stream activities as part of their
long-term missions and objectives in relation to their surrounding regions.
Some universities have created new incentive mechanisms for university
researchers to conduct business-oriented research. However, an emphasis on
commercial orientation with a short timescale may only serve to hinder the
overall research capability of a university if it is not integrated as part of the
long- term strategic mechanisms of the whole system. Regional strategic
collaborative mechanisms among universities and their partners are
developing but are not sufficiently robust to help underperforming regions
thrive in the knowledge-based economy. A critical issue remains as to how to
make these relationships sustainable when the public funds come to an end.
It is difficult for universities to collaborate regionally or inter-regionally whilst
competing for student numbers, widening access, research grants, and for
provision for businesses. With dynamics of territorial devolution processes,
and emerging stratified institutional characteristics being re-enforced by
policy instruments, there is need for a new arrangement for governance and
accountability at the regional level.

It is vital that knowledge flows from universities into business and
society, linking, global and local players. The right balance of competition and
collaboration needs to be struck within the diversity and stratification of the
higher education system and the research system (Georghiou, 2004). In this
light, institutional processes at work between the boundaries of particular
universities and interface organisations warrant investigation. The concept of
a “network of practice” (Brown and Duguid, 2000; Wenger, 1998) draws attention
to the significance of understanding how knowledge pools within one
university become broadened and shared with partners as “generalisable
territorial assets” in the techno-economic network (Benneworth and Charles,
2005). This picture has to be set against the wider structural changes which
the sector is undergoing. Universities in a certain space serve as “distributed
knowledge bases” (Laredo, 2005) whereby knowledge distribution transpires
not only among actors but also among disciplines, university departments,
universities and regional coordinator institutions, professional societies, firms
(both local and global), and government organisations. This is done through
the main three areas of activity of universities, namely, teaching/training,
research, and interaction with industry/society. Universities need to form
strategic partnerships both in terms of geographic proximity and sectoral

networks of practice.
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Concluding remarks – entrepreneurial universities 
and the development of regional societies

This article showed a range and level of entrepreneurship activity and
regional engagement of universities influenced by governance and finance
issues, and by policy instruments within multi-level governance structures
emerging in the context of European policy frameworks. Relationships
between universities and their regional partners are affected by a number of
factors. The extent to which universities are linked to local/regional structures
is partly determined by the degree of decentralisation of the national territorial
governance system and governance systems of higher education in general
and, more specifically, the extent to which the activities of individual
institutions are localised/regionalised. Different levels of devolution, European
and national government regional policies, government science and
innovation policies, existing business structures and economic conditions of
the regions are also factors which influence the “spatiality” of university
activities.

Two key questions were addressed in this article – the first one was
concerned with the role of universities in the development of their regions.
The barriers to achieving this were found to lie in structural differences among
universities, government and industry on the one hand, and the funding
mechanism and internal and external governance systems of universities on
the other. Nevertheless, entrepreneurial processes occurring through the
triple helix interaction induce cultural changes both at the individual and
institutional levels. The second question was raised in regard to effectiveness

and sustainability of entrepreneurial policies encouraging universities to play
greater roles in their regions. Governments invest in higher education with the
conviction that universities stimulate regional economic development.
Judgement needs to be reserved until further investigation is made concerning
the effects of these policies, specific institutional strategies and the responses
of universities and academics to the external forces acting upon them.

This article showed a networking and partnership model for universities
and their regions. Entrepreneurial universities can create social capital through
various mechanisms that can sustain and develop intellectual capital in their
regions. Burton Clark (1998) conducted a detailed study of the organisational
changes made in five European universities as they sought to forge an
“entrepreneurial pathway” in the light of developments in the external
environment. Universities and their regions with inter-organisational
networks also may find themselves on such an entrepreneurial pathway,
some of the characteristics of which may be summarised as follows.

Firstly, the internal governance of university-industry interaction, occurring
through mediation mechanisms such as ILO, is the key to achieve external
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policy goals through the evolution of triple helix interaction. New incentives
for regional economic development need to be created and balanced against
universities’ various objectives and existing academic activities conducted by
faculties. Universities have to strategically deploy public and private resources
to create new institutional mechanisms in line with their long-term missions
and objectives in relation to their surrounding regions.

Secondly, universities need to acknowledge the complementarity of activities
among different institutions, and consider the sustainability and accountability of
their own activities as individual places as well as a distributed knowledge
space as a whole. This networking and partnership model needs to be suitably
adapted to local specificities and institutional capabilities, and here, the
crucial role is played by both local authorities and funding bodies.

Thirdly, entrepreneurial universities and regions operate beyond local
and regional levels to attract resources. There are growing interactions
between the local and the global, blurring the boundaries between local and
non-local actors. Universities are becoming proactive players in such local-
global interactions. University-industry-government links at different spatial
levels play important roles to enable knowledge flow from universities into
business and society, linking, global and local players.

Fourthly, attention needs to be drawn to the increasing roles played by a
university as a “talent magnet” attracting highly skilled “knowledge workers”
(Florida, 1999) who can bring in economic and social prosperity to regions. The
presence of highly skilled people will have the effect of raising the productivity of
the local economy (Mille, 2004). Universities may accelerate this process by
introducing new curricula and continuing development courses which are
tailored to the special needs of the local economy.

The policy question remains as to whether universities can be
encouraged to realise their full potential in the multidimensional and complex
social processes of knowledge creation in the globalising knowledge-based
economy. Communities surrounding universities must have the capability to
absorb and exploit the science, innovation, and technologies that the
university generates (Florida, 1999). Initiatives and leadership at the local/
regional level is the key in achieving this. Policymakers must recognise that
the intermediary function of universities at the regional level needs to be
strengthened with advanced capabilities in science exploitation and
commercialisation, which are properly adapted and embedded in local
contexts. The European Union has been one of the main facilitators through
inter-governmental co-operation in research and regional innovation
strategies, by financing programmes, benchmarking, raising awareness and
promoting the exchange of good practice. The role of the European Union
regarding universities and regional development is to design and disseminate
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models for knowledge transfer which deliver greater resources to regional
actors while promoting the excellence of basic science and innovation (Cooke,
2004).In terms of the economic development of less favoured regions, there
must be coordinated efforts between the European Union and national
governments, especially in relation to research and development policies.
Actions such as the new networks of excellence can be considered to promote
collaboration and integration between centres of excellence and to involve
researchers in less favoured regions (Charles et al., 2004). Coordination and
synthesis of policy instruments at different spatial levels must be ensured to
foster entrepreneurialism and innovation within and among individual
institutions.
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Notes

1. This article was written while the author was a Jean Monnet Fellow (January-
June 2005) for the European Forum, “The Role of Universities in Innovation
Systems”, European University Institute, Florence. 

2. Here region means “an administrative division of a country” (Cooke, 2004, p. 10) as
a sub national category. Later in this article the emergence of “trans-national”
region at the European level as a framework of collaboration is discussed.

3. In this article, within the framework of British higher education system, the words
“universities” and “HEIs” (Higher Education Institutions) are used loosely
synonymous unless otherwise stated. 

4. In France, the 2000 University Plan, which officially gave local governments a role
in higher education, has promoted closer ties between university activities and
local economic development (Mille, 2004). 

5. A total of 4 672 respondents answered the questionnaires giving a response rate of
38% (Jones-Evans, 1998). 

6. “Universities, technology transfer and spin-off activities: academic
entrepreneurship on the periphery of Europe.” www.cordis.lu/tser/src/ct961014.htm
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See also Boucher et al., (2003) for another EU-funded Fourth Framework Targeted
Socio-Economic Programme on the role of universities in regional development
(UNIREG).

7. The Teaching Scheme Company is one of the oldest, well-established programmes
in the United Kingdom which has been in operation since 1975. Since June 2003,
the programme has been called Knowledge Transfer Partnerships. TCS supplied
funds for academics to provide technology transfer support to companies through
student placements. TCS can be characterised as a technology, knowledge and
skills transfer scheme utilising people as vectors of technological capability. 

8. The Lisbon Strategy is a commitment to bring about economic, social and
environmental renewal in the European Union. The Lisbon Strategy states that the
European Union will become “the most competitive and dynamic knowledge-
based economy in the world, capable of sustainable economic growth with more
and better jobs and greater social cohesion” (CEC, 2000). The Commission has set
new objectives for raising the overall R&D investment in Europe to 3% of GDP, with
a majority of this being through the growth of private sector investment.

9. Lord Dearing, the HEPI inaugural annual lecture, 18 February 2003, www.hepi.ac.uk/
lecture/text.doc access date 24/02/03.

10. “Research pooling gets the go ahead” in Highlight December 2004 www.shefc.ac.uk/
publications/highlight/2004/h0704.html#6.
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The Entrepreneurial University in the European 
Knowledge Society 
In most post-industrial countries, a new university paradigm in higher
education policy began to appear at the latest in the 1980s. In a broad sense,
the root of this change can be found in changes in the entire social context and
in the atmosphere and ideologies of economic, social and educational policy
(Rinne 2002, p. 114). Globalisation and the hype about the knowledge society
create still more pressures. There is a kind of general confusion about what a
university actually is (cf. Cowen, 1996b). As a crude definition we could say
that in the present situation universities have to balance between two
extremes: traditional academic culture and market culture. Burton Clark
(1998) has written that to be successful a university needs to combine
traditional values with the new culture of higher education. Indeed, whether
or not it is even possible to combine these different values is a question of
fundamental importance.

The European knowledge society – an answer to globalisation

When examining any change in modern society, globalisation is often
taken as a starting point. Actually, there is justification for this approach. The
economic and political changes which accompany globalisation have been
shown to put pressure on national competitiveness, and consequently on
higher education policy. An example of this is the trend to strengthen and
increase education in fields that have the greatest (economic) significance (e.g.
techno-science) on the international market (Hazelkorn, 2004; Currie and
Newson, 1998; Slaughter and Leslie, 1997). Globalisation also has cultural and
political dimensions, but the economic principles are among the most
significant in defining this change in the knowledge economy and in the field
of higher education. The free trade and increased competition promoted by
globalisation, the privatisation of the economy as well as the weakening of the
public sector and of the status of the nation state modifies the relationships
between various actors and creates challenges for established modes of action
(Currie, 2003). In addition, the managerialism, accountability and privatisation
connected with globalisation are concepts that depict changes taking place in
the market values of universities (Currie and Newson, 1998).

Other phenomena connected with the period of globalisation include the
knowledge society connected with the post-industrial society of Daniel Bell
(1974), the credential society of Randall Collins (1979), the post-traditional
society and reflexive modernisation of Anthony Giddens (1994), the risk
HIGHER EDUCATION MANAGEMENT AND POLICY – VOLUME 17,  No. 3 – ISBN 92-64-03565-6 – © OECD 200592



THE ENTREPRENEURIAL UNIVERSITY IN THE EUROPEAN KNOWLEDGE SOCIETY
society mentioned by Ulrich Beck (1992; 1999; 2000) and the network society of
Manuel Castells (2000). A simple definition of the knowledge society is a
society in which the significance of knowledge has increased. It has also been
defined as a creative society based on interaction in which the key concepts
are network-like organisations and growth based on innovation (Himanen,
2004, p. 5). The concept of the risk society emphasises how a global economy
based on technological information begins to modify profoundly the social
basis of society. Castells, on the other hand, defines the birth of a new age at
the turn of the century, when society and all of its functions became
networked. A networked mode of functioning is also a suitable tool for the
economy-based birth of innovations and globalisation. The global market
became the main actor. The basis of everything, including the new economy,
was advancement in information technology,  which allowed the
instantaneous real-time transfer of information from any place on the planet
to another (Castells, 1998, 2000; see also Castells and Himanen, 2002).

Knowledge can be seen as spreading more widely in society than
previously and as being accessible to everyone (Delanty, 2001, p. 5). If
knowledge is seen as public good, its value is preserved, even though everyone
has access to it. Fuller (2003a), however, regards knowledge as social capital
and positional good, and considers the concept of the knowledge society as
depicting the manner in which social structure is being renewed. In his
opinion, the knowledge society does not necessarily mean the increase of
knowledge and its significance, but instead the increase in the value attached
to educational degrees, and to a great extent a needless collecting of
educational qualifications. To a large extent, what we are looking at in essence
is a “credentialist” society. It is said that the knowledge society needs an
increasing number of highly educated information workers (Burton-Jones,
1999, p. 199), but in fact it is also a question of defining the value of educational
degrees.

As a result of changes in the surrounding context, fundamental changes
have taken place in the production of knowledge. According to Ziman (2000),
we have moved into the post-academic science phase in the production of
knowledge. This phenomenon can be seen from the fact that concepts such as
management, contract, regulation, accountability and employment have
become part of the everyday vocabulary of science (Ziman, 2000, p. 82).
According to the views of Michael Gibbons and his co-workers we have shifted
from Mode 1 to Mode 2 in the production of knowledge. Characteristic of this
new way of producing knowledge is production in a context of application,
interdisciplinary and multidisciplinary approach, outreach by the university
to the surrounding society, flexibility and social accommodation and
responsibility (Gibbons et al., 1994). In their later works the same writers state
that Mode 2 knowledge breaks down barriers in the sense that it crosses the
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boundaries between disciplines and between the university and society
(Nowotny et al., 2001, p. 89). The claim that we have shifted to a new mode of
knowledge production has been discussed abundantly in recent years (e.g.
Jacob and Hellström, 2000; Delanty, 2001).

The knowledge society differs from a knowledge economy or a
knowledge-based economy, which are slightly narrower concepts than the
former. In a knowledge economy knowledge is seen the primary motor of
economic growth (Jacob, 2000b, p. 11; Butera, 2000), due to which education is
considered an increasingly important economic resource (Meira Soares and
Amaral, 1999, p. 11). Great investments are made both in research and
development and in information technology. However, criticism has been
aimed at the fact that knowledge is valued as an economic investment, while
it is not, for example, seen as being valuable for its effect on freedom, justice
and democracy (e.g. Giroux, 2003, p. 188).

In the academic world, the growth in the economic significance of
knowledge, society’s firmer hold on the production of knowledge, the
utilisation of academic work in industry, and the shift from national and
international research systems to international and global research networks
has led to changes (Jacob and Hellström, 2000, p. 1; Nowotny et al., 2001, p. 82).
Etkowitz et al. (2000) envision the development of closer cooperation between
universities, the business environment and the state (the so-called triple helix
model) in a knowledge-based economy when the potential of the universities
as part of innovative systems is realised. Such cooperation and the growing
significance of knowledge are also seen as explanations for the birth of the
entrepreneurial paradigm in universities. From the point of view of higher
education, Barnett (1994, pp. 21-23) has defined the changing situation as a
shift “from higher education in society to higher education of society”. Earlier,
knowledge was produced mainly within academic circles. As the significance
of knowledge grew and more and more people became interested in it, higher
education moved to the core of society. But an increasing amount of
knowledge is situated and produced also outside higher education.

It can be said that the monopoly status of the university has been shaken
by the arrival of other educational and research institutions on the market
(Fuller, 2003a). Fuller (2003b) thinks that the monolithic functions of
universities are endangered when they have to compete with organisations
that attempt to fulfil only one function, such as the research function in
science parks or the teaching function in virtual courses. According to Delanty
(2001, p. 152) universities will continue to be an essential part of knowledge
production, but will by no means be the only users of knowledge. The World
Bank report (2002) highlights new trends to be taken into account: the
emergence of new providers of tertiary education in a borderless education
environment; the transformation of modes of delivery and organisational
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patterns due to the information revolution; the increasing role of the market
in tertiary education and the emergence of a global market for human capital.
Scott (2003b) has pointed out that by emphasising the threat posed to
universities by market-driven education and the new knowledge producers,
globalisation and the knowledge society are viewed too narrowly. To get a
better picture of the situation we need to take into account self-directed
change within the universities and new organisations founded by the
universities. The universities themselves are new players on the field of
education founding new organisations. In addition, one can call into question
whether the monopoly of universities ever existed. The allocation of
certificates may have been a task permitted to universities only, but
knowledge production has taken place in other areas of society, too. As Steve
Fuller (2005) writes it may also be argued that the university represents “an
impossible ideal”, that has never been realised and has been involved to cover
a multitude of sins, especially “the velvet glove approach” to the perpetuation
of rule by elites.

The European Higher Education Area – a vehicle for EU to become 
the world’s leading knowledge economy

The significance of education in innovativeness and in the knowledge
economy is emphasised in EU statements, because of its positive influence on
technical and managerial skills, attitudes toward entrepreneurship, and both
employment and self-employment (EC, 2002a, p. 141). The EU uses the
argument of developing toward a knowledge economy as a justification for its
educational policy. The economic challenges of globalisation have been at the
basis of European integration. Political and cultural matters are of minor
importance (Field, 1998, p. 13). A well-known goal set for the European Union
in Lisbon in 2000 is:

“to become the most competitive and dynamic knowledge-based
economy in the world, capable of sustainable economic growth with
more and better jobs and greater social cohesion.”

The goals are new jobs, economic growth, social cohesion and the
promotion of entrepreneurship (Lisbon European Council, 2000). This goal
(above) continues to function as the basis of several reports and measures
taken.

Globalisation is taking place throughout the integration processes in
Europe and European higher education. Such organisations as the UN,
UNESCO, the OECD and the World Bank also address the issues high. Although
the current consensus is that there is no common European policy for higher
education, the Bologna process, the communications and reports by the
European Commission point at certain converging trends. The main issue for
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Europe is seen to reach a common idea of higher education and a common
policy (UNESCO, 2004). The Bologna process aims at doing this through a
number of measures, including the unification of the degree system, the
promotion of academic mobility, the implication of students and academics in
the reform process, the development of life-long education and the further
enhancement of the European academic reputation. According to the most
recent follow-up report (Zgaga, 2003) the Prague Summit (2001) clearly
confirmed that the idea initiated in Bologna had evolved into an international
process of exceptional importance for the future of Europe. In the
ensuing 2001-2003 period, awareness of the real need for a common European
Higher Education Area (EHEA) has dramatically increased all around Europe.
Reichert and Tauch (2003) report that there is widespread support for the
Bologna Process also among heads of HEIs.

In the communication entitled The role of the universities in the Europe of

knowledge (COM 2003/58), the role of universities is seen as highly significant
in the development of the know-how society, economic competitiveness and
social cohesion. There is a desire to make the European university system a
model for the entire world by ensuring sufficient resources, creating networks
and increasing the outreach and international appeal of European
universities. Universities should become more flexible by utilizing the
expanding possibilities offered by the service market. However, the
increasingly stiff international competition is seen as a threat to European
universities. Comparison with American universities is often used as a reason
for demanding change, although the relationship between universities and
society, for example, is on a completely different basis in Europe and the
United States (e.g. Neave, 2002). The “service-mindedness” which developed in
the United States as early as the late 1800s is warmly supported, although
there are variations even in the United States (Cummings, 1999). The extent
and diversity of the US higher education system have, indeed, been seen as a
strong advantage in global competition (Goedegebuure et al., 1993b, p. 317;
Kim, 2002, p. 118), and therefore this has been the goal in Europe, as well. The
United States are easily held up as a model for developing higher education
policy, although there is no irrefutable evidence that the power of market
forces improves the standard of higher education or benefit society (Dill, 2003).

The points of departure of the study Innovation tomorrow are the
conclusions of the Lisbon European Council; innovations are mentioned as the
central elements for achieving the goals set in Lisbon (EC, 2002a, p. 8). The goal
is to develop “third generation innovation policies” in which an essential
feature is ensuring the cooperation and coordination of various areas of policy,
as well as firmly establishing innovation activities at the core of each of these
areas. The study says that HEIs “can be more entrepreneurial with respect to
innovation” (op. cit., p. 149). Policies should be moulded to support
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entrepreneurship, for example, by making it easier to establish spin-off
businesses and expanding cooperation with industry. It is hoped that spin-off
programmes will increase the number of technology-based enterprises
founded in the European Union, and discover “good practice” (EC, 2002b, p. 49).
In accordance with third generation innovative policy, barriers embedded in
institutions and regulations should be replaced with systems that encourage
innovative activity.

Is the ivory tower falling?

Despite fundamental changes in the environment over the course of
centuries, the university, with its long traditions, is one of the rare institutions
that has preserved its basic characteristics and status in society. In fact two
other institutions of similar vintage are and no less than the church and the
state (Fuller, 2005).

The European or western university has been characterised as insisting
on a distinction between theory and practice, elitism, an emphasis on
autonomy, and aloofness, which showed in a tendency toward becoming an
ivory tower institution (Husén, 1996). Not even globalisation and the
knowledge society have been able to overthrow this recognised position.
Changes have taken place in the university and reshaped its activities, but the
basic essence of the institution has remained unchanged. Thus, it is
impossible that the goals and procedures connected with the institution of the
university could be suddenly reversed through appeal to the objectives of
some external third party. Torsten Husén (1996) notes that although at present
the existence of universities is defended by reference to increasing
competitiveness, few disciplines within the university can actually have any
great influence in this direction. The search for truth can be seen as an equally
real justification for university’s existence, in which case one might think that
the university can best serve society by remaining a place in which objective
and discipline-based thinking is practiced (Husén, 1996, pp. 8-9).

Although it is often assumed that there is one main academic model,
which was born in France in the 13th Century and which has spread around
the world (Altbach, 1996, p. 22), the university and changes in its nature must
always be analysed in an historical, cultural and economic context (Husén,
1996, p. 4). Thus, we cannot speak of one higher education model and its
modifications. From the European point of view we can trace the path of the
university from the guild system via the training of civil servants to the
Humboldtian research and teaching institution, which expanded from the
elitist university to the mass university and “multiversity” after the Second
World War. However, development in other parts of the world has not
necessarily followed the same pattern (Husén, 1996, pp. 4-5). Even in the
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western tradition we can distinguish the Bolognian, Napoleonian and
Newmanian models in addition to the Humboldtian one. How different must
the development of higher education have been in Asia, for example, before
the western influence was extended to that part of the world?

Guy Neave (1996, p. 26) compared higher education with the story of the
Cheshire Cat in Alice’s Adventures in Wonderland, in that when viewed from a
distance it appears to be a distinct entity, but upon closer inspection it proves
impossible to get a clear picture of what it really is. The existing structure of
the higher education system determines possible future modifications
(Clark 1983, p. 200), which means that countries with different higher
education systems and cultures naturally exhibit different reactions in
response to changes and demands in the environment. According to Carnoy
(1999, p. 47) what contributes to educational reforms are the financial
situation of the country, the interpretation of that situation and the
ideological position regarding the role of the public sector in education. Not
even within the same system will the modifications look the same (Neave,
1996, p. 27). Kivinen and Rinne (1996) have presented three differing models of
higher education: the American, the Western European and the Nordic model
(see also Rinne, 2004a; Fägerlind and Strömqvist, 2004). The governance,
competition and funding bases have been very different. From a European
perspective, one can, in addition, identify at least a Central and Eastern
European model.

The ivory tower philosophy has been under fire since the 1960s
and 1970s, after which European universities have gone through “a period of
soul-searching self-examination” (Husén, 1996, p. 10). It is easy to see that
higher education has faced a “crisis of purpose” (Cummings, 1999, p. 223). One
explanation is that when the significance of the nation state decreases (due to
globalisation and structural changes) the university’s role as national
institution and part of the modern cultural project diminishes. The university
would need a new point of reference or it is “doomed to surrender to the all-
encompassing logic of consumerism” (Kwiek, 2001, p. 35). According to Clark
(1998, p. 129) the problem is a simple one: the demands made on universities
and the resources they have to meet these demands are not in balance.

Demands and expectations pour in from students, work environment
and the state. We can no longer think that there is one society whose needs
have to be met; instead there are various interest groups, each presenting its
own demands (Enders, 2002, p. 71). Neave (2002, p. 14) calls this the
“stakeholder society”, in which there is a relationship of interaction between
various interests and the universities. Husén (1994, p. 179) points out that the
university was brought into being in order to serve the state and the market.
Practical and professionally oriented training has a tradition of several
centuries in universities, and research was only added by Humboldt in the
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early 1800s. Fuller reminds us that “service” has been expected from
universities already long before. The difference now is that the significance of
private funding has grown, which means that the university does not only
have responsibilities to the citizens, but also to the private sector. In this way
the university has lost its independence, but also the security granted by the
state (Fuller, 2003a, p. 120). Barnett (2000, p. 6) calls the present day, in which
the amount of knowledge is growing at an increasing rate and people’s roles
are changing an age of supercomplexity. In this age universities are also forced
to live in uncertainty and are faced with conflicting demands.

A crisis has to do with the dominating position and legitimacy of the
university. The university has lost its assumed monopoly role in society
(Amaral et al., 2002, p. 285). One might, however, think that the universities are
not in as deep a crisis as they have been in their earlier history. As a matter of
fact, García Garrido (2002, p. 142) thinks that the universities enjoy greater
prestige than ever, and that the difficulties they face stem from their great
success. Wittrock (1985, p. 16) also proposes that the modern research
university has fallen victim to its own success and unpredictable growth as
external interest has increased. The problems are mainly caused by mass
higher education. The former is connected with an institutional crisis based
on the threats directed toward the special autonomy and organisational
nature of universities. The university is seen as having lost its status as a
social institution and is seen as merely one “social organisation” among
others (Amaral and Magalhães, 2003, pp. 240, 246).

Universities cannot escape marketisation

The crises of the university are connected with a new model of thinking
that has gained ground in all areas of society. The concepts of free market,
privatisation, achievement orientation, efficiency, utilitarianism, competition,
flexibility and free enterprise, new public management, decentralisation and
the reduction of public funding are widespread phenomena connected with
neo-liberalism (see e.g. Ball, 2004; Deem, 2001, p. 9; Giroux, 2003; Kim, 2002,
p. 18; Rinne, 2004b, p. 143). In this “new political order” the role of the state has
changed from one of provider of services to one of regulator of supply. Social
services have come to be seen as opportunities for profit, a competitive culture
of achievement has been created, and citizens have been made into active
consumers. The border between society and business life has become more
porous (Ball, 2004, pp. 7, 9). Globalisation has had its own influence on the
redefinition of the state (Enders, 2004, p. 367).

The basic premises in education policy, as well as in encouraging
commercialism and cooperation with business life can increasingly be found
in goals to improve national competitive ability (Ball, 2004, p. 8). The higher
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education and research policy trends include the concentration of resources in
a select few universities or departments, designation of a few key research
domains, the encouragement of institutional competition by market
principles, the application of user pays principle, emphasis on entrepreneurial
activities and creation of knowledge transfer networks (Hazelkorn, 2004).
Higher education in particular is expected to meet demands from science,
innovation, and regional and labour policy. According to Elzinga (1985, p. 194)
the age of pure science policy ended already in the 1970s, when there was first
a shift to technology policy and then, in the 1980s, to innovation policy. In such
a situation the basis for policy is no longer science, but the development of
technology and innovation.

Goedegebuure et al. (1993b, p. 324) commented in the early 1990s that
market-oriented management of higher education was an interesting subject
because it was in conflict with earlier national attitudes. Now, nation-states
are no longer able or even willing to take responsibility for institutions of
higher education. Higher education is increasingly seen as the object of
private investment, and not merely as part of the “common good” (Kim, 2002,
p. 118; Jacob and Hellström, 2000, p. 2). We are no longer talking about universities
merely developing contacts with business life; the universities themselves are
doing business (Cowen, 1991). As far as the teaching function is concerned,
universities are considered providers of services and students are seen as
customers (Amaral and Magalhães, 2002, p. 6). Due to the new culture,
universities should begin to relate to students as customers and make cosmetic
changes to transform dull-looking institutions into something miraculous and
enchanting. Ritzer (2002) suggests, however, that because universities cannot
use the same methods as other providers of services because of their
characteristic nature, they should act to the contrary of the McDonaldisation
thesis. In that way their activities would actually look attractive, and therefore
impressive, to students. The university could concentrate on quality instead
of working according to the principles of “fast and effective”.

Students as customers do not have a very significant role on the
educational market, since in most cases the tax-payers are still footing the bill
for education (Amaral and Magalhães, 2003, p. 251). A new market orientation
may, however, be unavoidable, “as funding now follows students” (Johnson 2002,
p. 142; Marginson, 2000, p. 31). Various university ranking lists are also a
response to the needs of marketing. The proposed rationale for making such
lists is the need for students, academic staff and businesses making research
contracts to have access to comparable information (e.g. THES, 2004).

When universities need to compete with each other, they develop new
marketable activities in their desire to succeed (Enders, 2004, p. 366). Pressure
in this direction is created by the GATS (General Agreement on Trade in
Services) Treaty, for example, which aims at freeing the marketing of higher
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education services across national borders. The decreasing proportion of
government funding is another factor in the marketisation process. In tandem
with the traditional university structure, it limits the ability to respond to
growing challenges, which leads to the need to develop new modes of action
(Clark, 1998, 1p. 31). Interpreting the case studies2 presented in Clark’s (1998)
research, Lorange, (1999, p. 235) suggests that state funding was reduced
because society did not consider the results of higher education adequate
compared to the resources provided. Indeed, universities have been
encouraged to seek external and competitive funding (Goedegebuure et al., 1993b,
p. 334; Hazelkorn, 2004), which leads to “academic capitalism” (Slaughter and
Leslie, 1997, p. 65) and “new managerialism” (Deem, 2001, p. 11), as described
in the resource dependence theory.

The loss of autonomy

Before the WW II the European elitist university was allowed to function
with relative autonomy. In Western Europe the relationship with the state was
not even affected by the advent of mass higher education, and it was possible
to speak of “the facilitatory state”. In the late 1970s and especially in the 1980s
“the interventionary state” gradually began to concern itself in an increasing
number of areas of higher education (Neave and van Vught, 1991, xi-xii). In
the 1970s and 1980s there was also a shift toward thinking about efficiency.
This brought an emphasis on quality and accountability as well as the use of
outcome contracting as a means of management (Neave and van Vught, 1991,
p. 242). Since first of all resources were tight, and secondly the goal was to
achieve a match between the demand for labour and education, national
governments developed various planning and control systems to steer higher
education (Carrier and van Vught, 1989, p. 75). Common concepts in higher
education policy were efficiency and relevance (Cowen, 1996b).

Beginning in the late 1980s, the development of a new strategy for self-
regulation was initiated at the national level in many countries. It can be said
that there was a shift from the model of state control to the model of state
supervision (Neave and van Vught, 1991). Generally, researchers connect
deregulation and steering at a distance as well as a change in general attitudes
and in “the rules of the game” with this model shift (Carrier and van Vught,
1989, p. 84; Goedegebuure et al., 1993b, p. 329). Neave (1988) calls this the rise of
the “evaluative state”, since one essential change was the shift to “conditional
contracting” in relation to the state and higher education. This is a powerful
tool for the state to use in changing the basic nature of higher education from
a public service to an agency for public enterprise, and a good “incentive”
when there was a desire to have the universities better meet the demands of
the market. At the same time, the values of competition, efficiency and free
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enterprise were being disseminated in society (Etzkowitz et al., 2000; Neave,
2000, p. 18).

Universities have been more “responsibilised” (Neave, 2000, p. 17).
According to Martin Trow (1996, pp. 311-312), this is simply an alternative to
confidence and trust, and in fact means a reduction in the autonomy of
universities. Managing by results may keep centralised state administration
from being so visible, but the hierarchy between those being evaluated and
those doing the evaluation is strong in the audit society in the tide of audit
explosion defined by Power (1993; 1999; 2003). The evaluation of the
functioning of a university and the quality of science has been moved outside
the scientific community, and there is a desire to define quality operationally
(Cowen, 1996b; Hellström, 2004). Evaluation and quality assurance systems are
important to the goals of the state in implanting market mechanisms in to
higher education (Henkel, 1997). The emphasis on performance connected
with the obligation to show a profit, makes products and objects of the work
of the public sector (Ball 2004, p. 14), The accountability does not necessarily
have anything to do with broader social responsibility. Knowledge also becomes a
private economic product (Meek, 2003, p. 11).

Reduced state funding leads to seeking external funding and is a strong
incentive for entrepreneurial activity (Powers 2003). When universities have to
seek funding in cooperation with business, they may be in jeopardy to lose
their independence and impartiality (Meira Soares and Amaral, 1999, p. 12;
OECD 1999, p. 17). The same applies when universities attain a higher status
in society in this way (Rinne, 1999, p. 161). But similarly those universities
receiving funding from the state only are more dependent on the state than
those with more diversified funding base. According to the theory of resource
dependence, those who offer funding to universities also have power over
them (Slaughter and Leslie, 1997, p. 68). As Goedegebuure et al. (1993b, p. 334)
state: “funding is the golden rule of policy; he who pays the piper calls the
tune”. Academics become intellectual workers, who are forced to redirect the
loyalty they previously had toward the discipline to the source of funding
(Amaral et al., 2003, p. 291).

We can say that today universities function in a “command economy”
(Trow, 1996). Alternatively we can speak of “market-like behaviour” or quasi-
markets, and judge which market elements (e.g. competition) occur in various
higher education systems (Goedegebuure et al., 1993a, pp. 5-6). The same idea
can be found in Clark’s (1983) classical triangle of coordination. Using the
triangle it is possible to demonstrate the relationships and changes in power
between the state, the market and the academic oligarchy and depict the
higher education steering mechanisms of various countries. In Jongbloed’s
(2003, pp. 121, 132) opinion, the interaction between these three actors is a
continuous, dynamic process in which the role each plays changes continually.
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The market dimension has gained strength in recent years, but marketisation,
cooperation with business life and the problems it brings may lead to a
situation in which the state takes control into its own hands again through
various guidelines. For the government the main problem is to ensure that the
public interest is adequately represented, at a time of decreasing state funding
and a growing influence of the market (OECD, 2004). According to Maassen
(2003, p. 50), increasing use of the market model has actually led to the state
issuing more guidelines instead of reducing earlier regulation. Since the state
participates in steering in any case, attention should be paid to how and
through what measures the state is able to correct disturbances in the market
(Jongbloed, 2003, p. 134).

Towards the entrepreneurial university?

General social change, modification of higher education policy and the
management culture, as well as restructuring of the relationships between the
state, the market and the higher education sector, have introduced new views
to higher education policy. Various goals set for the university create different
expectations about the tasks of the institution. Concepts that have often been
used include “academic capitalism”, “the entrepreneurial university” and the
“service university”. We can also speak of universities as knowledge enterprises
(Butera, 2000). Academic capitalism means ensuring outside funding by adapting to
market-type modes of action (Slaughter and Leslie, 1997, p. 8). Deem (2001) has
pointed out that the concept of “new managerialism” introducing the ideas and
methods of the private sector in the public sector is included in the concepts
of academic capitalism and the entrepreneurial university.

Different concepts always accentuate some facet of the changing university.

● The innovative university is a broad concept and does not necessarily have
the negative connotations of profit seeking.3

● The service university emphasises the needs of the customers (Cummings,
1999).

● The McUniversity underlines efficiency, calculation, predictability and
control (Ritzer, 2002; Rinne, 1999).

● The corporate university refers to a university based most clearly on seeking
profit and mass-producing academic “products” (Nowotny et al., 2001, p. 92).

● The entrepreneurial university has many definitions but generally it means
entrepreneurial action, structures and attitude in a university.

It is not at all clear that an entrepreneurial university is always purely for-
profit, or that a traditional university would not seek a profit at all (Ruch,
2001). One cannot either directly assume that private universities function
according to an entrepreneurial culture, nor that public universities uphold
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merely traditions. An essential feature anyhow is that economic aspects,
efficiency and competitiveness are accentuated in connection with the above
university models. Husén (1994, p. 181) has pointed out that in general when
discussing the “profitability” of universities attention is directed to how much
of the economic growth of the nation can be attributed to university
education, which totally disregards the cultural and social significance it has
(see also Elbaz, 2000, p. 89; Amaral and Magalhães, 2002, p. 9).

The entrepreneurial university has been seen as the natural continuation
of the development of the university (Etzkowitz, 2003) but also as a deformed
child of the research university (Slaughter and Leslie, 1997). Clark (2004)
mentions the phrase “genetic entrepreneurialism” referring to a certain
dynamism which is built into the best US universities. Development has also
been different on different continents. While the entrepreneurial university in
the United States developed from the grass roots level in the late 1800s, in
Europe the goal of entrepreneurialism was presented at the top administrative
level much later as an answer to the perceived “innovation gap” between the
United States and Europe (Etzkowitz, 2003, p. 109). In general, the factors that
push toward organisational renewal are competition and reacting to
accumulated pressures (Pettigrew, 2003). As a result of external pressures and
challenges, a university develops toward new modes of action (Mészáros,
1999, p. 91; Sporn, 1999, p. 30). The rather widespread change in ideological
climate among public services has had a strong influence on entrepreneurial
thinking (Williams, 2002, p. 10).

It is, however, paradoxical that at the same time as universities should be
responding to the pressures of internationalising and standardizing the
“higher education industry”, they should also be innovative and specialised in
relation to their own objectives (Stensaker and Dahl Norgård, 2004, p. 304).
One might ask, has the change in higher education been planned, or has this
development been inevitable? Meira Soares and Amaral (1999, p. 15) point out
that in the case study universities of Clark’s (1998) research, external
circumstances were the initial force for change, but that later these same
circumstances developed into a “proactive attitude”, which worked according
to the new entrepreneurial culture without the compelling force of external
circumstances. Using various incentives, it is possible to manipulate change in
the desired direction (Becher and Kogan, 1992, pp. 137-138). For example,
making universities compete for funding leads to market behaviour in which
the stakes are patenting, subsequent royalty and licensing agreements,
spin-off companies, arm’s-length corporations and university-industry
partnerships (Slaughter and Leslie, 1997).

The reforms are never completely finished, and changes rather
supplement old procedures than replace them entirely. The balance between
continuity and change is important (Pettigrew, 2003). When analysing change,
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attention should be paid not only to top-down dictated policies, but to the
“cumulative change” which grows as actors adapt to functioning in new
situations and which is seen as a gradual change to new modes of action at the
university. With slow change it is possible to ensure that it is indeed academic
values that direct the change (Clark 1983; 1996, p. 24; 1998, p. 4). “In a bottom-
heavy knowledge institution, grass-roots innovation is a crucial form of
change” (Clark, 1983, p. 234). Shattock (2003, p. 182) has suggested that a
successful university takes notice of “bottom-up” initiatives, even though it
might have centralised management. Sudden and fundamental changes are
rare to succeed at universities, and it is probable that changes planned solely
by the state are doomed to failure, particularly if the special characteristics of
the university institution are not taken into account (van Vught, 1989, p. 57). It
is better if change is strategic and long-range rather than rash adaptation to
momentary pressures to conform (Stensaker and Dahl Norgård, 2004, p. 316).
At best the change becomes a custom and constant state of being, argues
Clark (2005).

Searching for entrepreneurial culture

Among the cohesive forces needed for creating an entrepreneurial
university are a coherent and generally accepted entrepreneurial culture and
a clear goal description (Currie, 2003; Sporn, 2001; Lorange, 2001; Clark, 1998).
According to Shattock (2000; 2003, p. 40), a drive to compete, ambition,
readiness to adapt new modes of action and fostering a good reputation are all
needed for a successful university. He stresses that only a university
community which has a strong organisational culture and a secure identity
is able to achieve a state of self-directed autonomy, a state which is a
prerequisite for success and in which goals arise from the ambition of the
community itself. This differs from the state of “derived” autonomy, in which
there is freedom to act only within the limits imposed by external pressures
(Shattock, 2003, pp. 181-182). Stensaker and Dahl Norgård (2004, p. 317) follow
the same line of thought when they state that the identity of a university must
be nurtured, for the development of an entrepreneurial culture requires that
those working inside the organisation believe in it. An institutional will and
commitment to change (“self-reliant university”) assist in maintaining
previously accomplished cultural change (Clark, 2003; 2004).

Commitment to an entrepreneurial culture means a new type of identity
and relationship for both teachers and students (Barnett, 2003, p. 65). The
discipline identity may also fade as a consequence of the temporary
employments and as academics increasingly work in transdisciplinary
research centres (Marginson, 2000, pp. 32-33). The academic profession is
embattled and its status has been questioned. The reforms threaten academic
collective action. Some may withhold their knowledge hoping that one could
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benefit financially or gain scientific recognition under fierce competition. The
power to review academic knowledge is transferred from academic
community to external evaluation offices and funding bodies. Collegiality and
autonomy may disappear and cause deprofessionalisation (Hellström, 2004).

According to Hay et al. (2002, p. 140), barriers to the development of an
entrepreneurial culture in universities include the collegial, professional and
bureaucratic nature of universities. Shattock (2003) has mentioned as barriers
the actions of the state and funding system, organisational culture and
traditions of government, too many layers of authority, as well as the lack of
strong central steering mechanism. Some of the distinctive characteristics of
academic and entrepreneurial professions and culture may, however, be quite
similar: the possibility of being creative, the need for autonomy, the desire to
achieve goals, and internal control. The difference is that the academics do not
have profit-making as a goal. Indeed, Scott (2003a) states that with the advent of
entrepreneurial changes, it may become more difficult to distinguish the role
and the culture of academic actors from that of “other” actors. The unification
of educational and market values in the university world may lead to the
genesis of a whole new professional culture (Johnson, 2002 p. 153).

Reputational shopping malls for regional markets

A broad and diversified funding base, which brings flexibility to activities,
has been seen by many to be an essential basis for an entrepreneurial
university (Currie 2003; Sporn, 2001; Shattock, 2000; Clark, 1998). This means
an increase in external contract financing which has been open to
competition (Cummings, 1999). As the financial base broadens, the
entrepreneurial university can become a financially more independent
organisation (Etzkowitz, 2001, p. 28). Functioning on the market differs from a
solely state-funded university in that the majority of the activity is planned
with a market orientation, significant resources are allocated to marketing,
the university reacts more quickly to external pressures and develops internal
entrepreneurship and an individual-based incentive system (Paasio, 1998,
p. 96). It may also follow, that the majority of working time will go to
completing funding applications and competing for financing. As the
proportion of external funding grows, staff employment also easily becomes
short-term and the working conditions uncertain (Ylijoki, 2003).

Cooperation with the environment often means regional cooperation.
The demand to have regional impact is brought in as an addition to
functioning at the global and national level (Kitagawa, 2003; see also Goddard,
1997; Goddard and Chatterton, 1999). It has been said that national goals can
only be achieved if the regional potential of universities is drawn upon
(OECD, 1999). According to Schulte (2004), a university which promotes
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entrepreneurialism does have an impact on the regional development. But
this may, however, meet with reluctance and opposition, because in
universities reputation is achieved through national and international
publications. Research and teaching based on regionalism may also be seen as
belonging to the sphere of the non-university sector (OECD, 1999, pp. 16, 50).

In many universities research has had a higher priority than teaching
(Slaughter and Leslie, 1997; Dill, 2003). As the modern trend is to sell services
to society (Amaral and Magalhães, 2002, p. 9), it may be easier to commercialise
research than teaching. If research results are to be increasingly considered the
private property of enterprises, teaching can no longer be based on the latest
research findings (Fuller, 2003a). The distinguishing characteristics of the
teaching products of the “service universities” as compared to a “research
universities” are professional, tailor-made training and short courses (Cummings,
1999). In the research function, certain fields in the area of research will take
priority over others. Both in Anglo-Saxon countries (Slaughter and Leslie, 1997)
and in continental European countries (Goedegebuure et al., 1993b, p. 335),
funding has been shifted from basic research to research in areas which have
higher market value or which are nationally beneficial. Often the most important
motive in starting the non-academic cooperation is to procure additional funding,
a motive which may distort research principles. As the source of funding is
increasingly often an external actor with its own objectives, there has been real
fear expressed that the selection of research topics might be made on the basis of
a thirst for knowledge less often than before (Gibbons et al., 1994, p. 78; Etzkowitz
et al., 2000).

When discussing the entrepreneurial university, two concepts essential
from the point of view of business, marketing and market attractiveness, are
often brought up (Currie, 2003, p. 185). Universities must have a good
reputation when competing with businesses for students, staff and research
contracts. Notions about the superiority of universities based on reputation
are often quite permanent (Hölttä, 1995, p. 240), and this is encouraged by the
production of various ranking-lists (e.g. THES, 2004; ARWU, 2004). Even though
the methods used to make these lists are often criticised by good reason, and
it is admitted that comparisons are difficult or almost impossible to make,
they are taken quite seriously (Ruch, 2001; Fuller, 2005). An organisation gets a
good reputation by being the best at something. As a result, nationally or
internationally visible top-ranking units are better at creating a good
reputation than having uniformly good activities throughout the entire
university. Such units are also seen as more useful in marketing and imago
building of the university.

Accentuating engagement with the external world and seeking for funds
outside the state’s allocation and widening functions of universities bring
about changes in the structure of universities (Scott, 2003a). Activities are not
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necessarily any longer organised according to the traditional division of
discipline and department but the “organisational taxonomy” is supplemented
with, for instance, multidisciplinary research units, technological transfer
units and extension education centres. Marginson (2000, p. 30) has stated that
the traditional disciplinary structure is nowadays seen more as a barrier to the
flexible movement of resources and to the ability to respond to the demands
of the market quickly. By the term “expanded developmental periphery” Clark
(1998) is referring to the development of those new activity centres and
transfer organisations that have a better interface with the surrounding area
than the mother institution. A multifaceted structure makes it easier to
respond to various increasing demands (Sporn, 2001). Examples of transfer
organisations are units in which the resources and regional needs of the
university are defined and an attempt is made to match them. Knowledge is
commercialised e.g. in incubators, industrial parks and training centres
(Cummings, 1999, p. 227). Foreign campuses and international consortiums of
universities can be added to the list of new organisational forms (Currie, 2003).

Entrepreneurial management

The “political model” of university management which was formulated
in the 1970s has been replaced since the late 1980s with concepts such as
“new public management”, “corporative rationality” and “entrepreneurial
management”. There are three characteristics of this “managerial revolution”:

● The state has attempted to influence the universities to take greater
account of the surrounding society.

● There has been a desire for universities to take responsibility for strategic
management and to develop “managerial professionalism”.

● Practices familiar from the business world have taken over (Neave and van
Vught, 1991, pp. 242-244).

In recent years the term university administration has been replaced by
strategic management (Rhodes, 2001; Shattock, 2000). If administration can be
defined as control and direction, management refers more to running a
business.

There is considerable variation in the change in governance culture at
both the country and university level (Amaral et al., 2003). The complexity of the
universities and the speed of change have been seen, anyhow, as requiring great
management capacity. Thus, when Clark (1998) describes the entrepreneurial
university, Cummings (1999) presents the features of the service university, and
Sporn (2001) and Lorange (2001) define the adaptive university, they all emphasise
centralised planning and administration and professional management in a
striving for efficiency, impact and entrepreneurship (see also OECD, 2003; 2004;
Amaral et al., 2003, p. 278; Marginson and Considine, 2000; Neave and van Vught,
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1991, p. 242). The risks and financial insecurity which results from a market-
oriented approach can lead to the development of a more bureaucratic
organisation than previously. Management is filled with appointed managers
able to acquire funding (Amaral and Magalhães, 2002, p. 7). The focus of the
HEI governing bodies is concentrated to secure financial and academic
sustainability at a time of decreasing funding and increasingly fierce
competition. The role of the governors and managers is to strike a fine balance
between the fundamental mission of the institution and the survival strategies.

A certain new type of bureaucracy is needed to maintain the new
functions of the entrepreneurial universities. In Clark’s (2003, p. 108) opinion,
this bureaucracy differs from the traditional “watchdog” bureaucracy in that it is
“initiative-stimulating” by nature at least in its rhetorics. The new evaluation
procedures of the entrepreneurial university also require huge professional
administrative personnel (Cowen, 1991). Universities are driven towards
administrative procedures which are characterised by the “low trust/high
control syndrome”, and which are strategically centralised, but operationally
decentralised evaluation and control systems (Reed, Meek and Jones, 2002,
p. xxii). Maassen (2003, 31, p. 39) has stated that the reform of administration
has not necessarily led to any permanent new form of management, but
instead to continual change. Many changes made in administration however,
are based on the market model or derived from “new managerialism”.

Traditionally, the university has consisted of basic scientific disciplines
and the departments within them, which have not had common objectives
(Husén, 1996, p. 7). Then in the age when new managerialism has been
brought in, the goal has been to manage the entire university from a single
point according to a holistic strategy. In the field of higher education, a cultural
and political battle for legitimacy and control is being waged (Reed et al., 2002,
xviii). If expressly professional managers are being sought for the administration,
academically oriented people will scarcely consider administrative tasks very
alluring (Lorange, 1999, p. 242). The authority of professional experts and
power based on academic expertise (van Vught, 1989, p. 51) has been
questioned. Some of the consequences of managerialism are that authority is
centralised and the “academic voice” is reduced in decision-making (Amaral
et al., 2002, 288; Reed et al., 2002, p. xxii; Neave and van Vught, 1991, p. 244).

The academic voice may also weaken due to growing significance of the
role of stakeholders in university administration. For example, in Belgium,
Norway, Italy and France the importance of local decision-makers has become
stronger (Amaral et al., 2002, pp. 11, 288). The representation of external
groups is having at least essential symbolical influence: they are seen as
expressions of the inclination to make universities more accountable to “the
problems of real life” (Tjeldvoll, 1999). Shattock (2002) accentuates “shared
governance” to ensure the academic input into university governance besides
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“lay” people. In Johnson’s (2002, p. 153) opinion, the academic staff should try
to understand the workings of market-orientedness and strategic
management better, for if they do not, they will not be able to function well in
decision-making bodies and defend the traditional form of higher education.

Those universities that are successful in shifting to the entrepreneurial
culture and new managerial structures have usually different values than
those resting on more traditional university culture. Still more visible are the
cultural differences between scientific disciplines, which extend far back into
history (Becher, 1989, p. 2). The differences between disciplines include
different “tribes” with differing career patterns, the possibilities of generalising
and applying research results, publication formats, cooperation with outside
partners and forms of communication. A simplified example is the polarity
between liberal arts and natural sciences. The natural and economic sciences
are often considered as being easily adaptable to entrepreneurial activities,
and they probably are, although exceptions can be found. These “hard”
sciences are also more appreciated in the modern world, perhaps because of
the ability to create economic and competitive ability and funding they are
expected to possess (Ylijoki, 2003).

In between the academic values and those of the business world

What then is the ultimate role and significance of higher education?
(Rhodes, 2001, p. 14). Its role has changed over the decades and undoubtedly
continues to do so. There is an abundance of literature about the role of the
university. The university can be seen, for example, as the centre of economic
development, as a business incubator, or as a specific type of node in an
expansive network of knowledge producers (Jacob and Hellström, 2000, p. 2).
There has also been discussion about whether the university’s role has been
weakened or strengthened by change. Many have come to the conclusion that
the significance of the university has not decreased, but changed (e.g. Delanty,
2001). It would seem that the position of the university is quite strong if we
consider the degree to which it is bombarded with demands from various
quarters. On the other hand, if we consider only the traditional knowledge-
producing and knowledge-transmitting role of the university and its
traditional values, then we could say that its significance had decreased. At
least we may cite Steve Fuller (2005) by saying that “[…] this is not the first
time the university has been thought to be either an unmitigated evil or good
that has past its sell-by date”.

Readings (1996) describes the change in the role of universities and the
reduced influence it has on national culture, which this far has been the basis
for its very existence. The goal of a united Europe and the globalisation of the
economy are modifying this situation. The universities are developing into
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“transnational bureaucratic corporations” (Readings 1996, p. 3). Knowledge is
seen more important than culture (Bildung) (Kwiek, 2004, p. 762). Delanty
(2001, pp. 152-158) assumes that the status of the university may actually
improve and its role become stronger in the knowledge society, since the
university is the place where cultural reproduction and technological
production combine, and from which knowledge is disseminated to society.
He says quite directly that the university is actually better able to serve social
demands precisely because its traditional significance has decreased.
Nowotny et al. note that the thought of the possibility of combining the
scientific and social role of the university has not yet been very widely
accepted. In a Mode 2 society, even an “elite university” will not be able to
reject its social responsibilities, nor can we belittle the “mass universities” as
research organisations (Nowotny et al., 2001, pp. 84, 95). Etzkowitz (2003)
thinks that a second academic revolution is taking place, which can be
compared with the first revolution at the beginning of the last century, when
research was accepted as a task of the university alongside teaching.

The modern university will need to strive to reach various goals, which
may be in conflict with each other (Husén, 1996, p. 16). The transformation of
the university into the motor of economic development will affect its values.
The university will become a multiform institution which combines teaching
and research as well as tasks of economic development (Etzkowitz, 2001,
p. 28). Besides the expected and intended results the reforms will have
undesirable and unexpected consequences. There is a problem of becoming
overly concerned with competitiveness and the role of university research as
a major economic weapon, at the expense of academic excellence and
fundamental educational goals (Hazelkorn, 2004). Delanty (2001, p. 113) sees
the problem in this conflict in the fact that goals are being set for the
university, rather than the university being allowed to set its own goals. At
present, universities attempt to balance between two extremes: on the one
hand the university is an institution characterised by a desire for knowledge
and Mertonian values, but on the other a service enterprise driven by the
values of business (Enders, 2002, p. 85; Etzkowitz et al., 2000, pp. 326-327).
Husén, (1994, p. 177) has described the situation with the phrase “Agora
kontra Akropolis”, referring to the polarity between the market square and the
hill that rises above all else. Polarity is also depicted by the conflict: at the
same time as there is a certain bleakness in the universities and talk of the “death
of knowledge”, people in the surrounding society commend the increasing
significance of knowledge as a tool for economic growth (Jacob, 2000a, p. 140).

According to Clark (1998), the “academic heartland” must be able to
combine traditional academic values with managerial ideas for the university
to succeed.4 At the very least, critical inquiry, disinterested science, intellectual
freedom and a commitment to truthful knowledge (Scott, 2003a) can be listed
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as traditional academic values. Marginson (2000, p. 32) agrees that
entrepreneurial features should be combined with the university, but in such
a manner that the academic nature of the university remains strong. Nowotny
et al., (2001, pp. 93-94) state that the university should be adaptable in relation
to the surrounding world and in combining new tasks with old, but it should
also be immune to pressure for change in order to remain a stable
environment for the training of researchers and for creating cultural norms.

Such a combination may be difficult or even impossible. For example
combining the activities of a research group and a private business may along
with its good aspects lead to great conflicts and result in the business
withdrawing from the core areas of the university to become a peripheral
organisation (Tuunainen, 2004, p. 58; cf. Häyrinen-Alestalo et al., 2000). According
to Cowen (1996a, p. 181), the management culture subdues the academic culture,
and the latter becomes a “training services package” that the management has to
try to sell in order to ensure survival. The values of the public sector are being
translated into instrumental ethics (Ball, 2004, p. 18). The university and the
economy do, indeed, have a legitimate relationship, but this does not need to
mean the suppression of the universities (Hilpelä, 2004, p. 63). A greater threat
to the university may be the weak ability of researchers and the universities to
hold on to their traditional goals under pressure (Rinne, 1999, p. 161).

Where the ship is sailing?

In Clark’s (1998, pp. 146-148) view, an entrepreneurial reaction to new
challenges gives the universities better possibilities of controlling their
activities and building the identity of their organisation in situations of
change than of continuing their old modes of action or being passive. Williams
(2002, p. 19) considers entrepreneurship an empowering process through
which the university will be able to secure its basic goals. Those working in the
university world will, however, need to ensure that good teaching and
discerning research remain the main output of the university. According to
Shattock (2003, pp. 22, 55, 156), academic success and the broadening of the
role of the university in the direction of economic and social demands are
closely connected. The universities should function in an entrepreneurial
fashion, but in an academic sense, not in an economic sense. Economic
success will be a result of academic success, but the opposite is not
necessarily true. The acquisition of funds should not take place for its own
sake and forgetting academic principles, but in order to maintain
academically successful universities.

Barnett (2003, pp. 73-74) states that there is nothing wrong with the
business ideology as such, but if applied directly to the university in its pure
form it would corrupt the uniqueness of the academic world. As the positive
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side he sees by enterpreneurial model attention has been directed towards the
introvertedness and self-assurance of the university, and this has forced the
university into broader cooperation with society.

Also criticism has been aimed at the risks of the market-oriented higher
education model. Marketisation is seen as possibly leading to moral risks,
wrong choices, rising business expenses, increasing evaluation and control, a
calculating “managerial game” and benefit seeking. Competition with providers
of commercial training may also lead to conflicts of interest, unfair competition
and market disturbances. There is also concern about the fate of the internal
efficiency of the university organisation, its impact, legitimacy, creativity,
independence, critical approach, long-term perspective and moral
consciousness. As the demands made on universities grow, they may forget to
ponder their basic responsibilities and the workings of the academic community
(Hellström, 2004; Giroux, 2003, p. 184; Jongbloed, 2003, p. 121; Currie, 2003, p. 191;
Enders, 2002, p. 87; Rhodes, 2001, p. 8; Jacob, 2000a, b, p. 21; Smith, 2000, p. 177;
Cowen, 1996a, p. 182; Gibbons et al., 1994, p. 76). Cowen (1996a, p. 182) is afraid
that a market-driven higher education system will produce “barbarians”, whose
expertise is usable, specific and vendible, but not sophisticated.

There is great concern that in the McSociety the university will blend into
the other forms of consumption, media and entertainment if it does not hold
on to its distinctive characteristics (Ritzer, 1999, p. 159). In a situation in which
marketability and market success is a test of eligibility or competence
(Barnett, 2003, p. 68), holding on to principles may be easier said than done,
especially when the universities’ ability to advance scientific thinking and to
question things taken for granted is given less and less attention (Häyrinen-
Alestalo et al., 2000). It can easily happen that “being useful to business is
interpreted as being like business” (Marginson, 2000, p. 31). The university may be
fashioned into a shopping mall, a degree mill and a patent factory, with
shortsighted profit-seeking as a common denominator. The significance of the
university should, however, be measured using other values, for example, by the
relationship it can create between teaching and research (Fuller, 2003a).

Adhering to an ivory tower culture or an overprotective attitude toward
traditional values is at the time, however, also strongly questioned. References
to the privileges gained by the university during the period of modernity are
obvious, but that time is past and gone and the whole society and state
institution have changed (Kwiek, 2001). Enders (2002, p. 83) mentions
“bridging strategies”, through which universities attempt to take into account
external influences, and which are not necessarily a threat to the core values
and activities of the universities. One example of this type of strategy is the
use of research contracts. It is also difficult or even unnecessary to make very
sharp distinctions between basic functions and service functions, since when
the significance of science has grown in a society, sociality is deeply
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embedded in even the basic functions (Hakala et al., 2003, p. 204). Many
quarters, however, emphasise the fact that teaching and free research must
remain the primary and most important task of universities, and reforms
should support this (EC, 2002a, p. 13; Williams, 2002; Martin, 2000, p. 15).

In conclusion, it should be noted that evidence of truly permanent
changes in culture may be difficult to find in the universities without deep-
reaching longitudinal studies. Increasing market-orientation does not
supersede academic practices, but instead attempts are made to adapt these
practices to suit entrepreneurial activity. A change that is outwardly visible
may only be a change in rhetoric, in which case old values still prevail (Deem,
2001, p. 10; Ylijoki, 2003, p. 310). Especially if the command to change has
come from the administrative level, it may indeed affect normative discourse
or formal structures, but on the operational level it  will  remain
unimplemented (Becher and Kogan, 1992, p. 138; Bleiklie and Kogan, 2000,
p. 29). As an example of this, New Public Management is often considered to
have remained at the level of ideological thinking (Meek, 2003, p. 8). In the
same way, economic rhetoric, which has gained ground in political speech,
does not necessarily show up in local practices. Institutional practices are
more permanent and change more difficult than the discourse which
emphasises the entrepreneurial university would lead us to believe (Tuunainen,
2004, p. 58). Academics meet different circumstances very flexibly, they accept
the reforms which they like and refuse or shape those they do not like. In the
short run these kinds of counter strategies may revise reforms and the effects
of them and be a very conservative strength in the university. In the longer
term the academic values may transform as the academics themselves act as
innovators (Kogan et al., 2000, p. 203).
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Notes

1. We are grateful to the whole EUEREK research group and the participants of Turku/
CELE workshop in February 2005 for numerous important comments and
contributions to this literature review. Especially we want to mention Igor Kitaev
for his additions to references of supranational organisations, as well as Mike
Shattock, Gareth Williams, Steve Fuller and Ronald Barnett.

2. The universities studied by Clark were the University of Warwick in England,
Twente University in the Netherlands, Strathclyde University in Scotland, the
Chalmers Institute of Technology in Sweden and the University of Joensuu in
Finland.

3. Meira Soares and Amaral (1999, 20) support the use of the concept “innovative
university” because in their opinion it depicts the necessary changes in the
university system, one in which the traditions of higher education must not be
forgotten. Clark (1998, 4), on the other hand, settled for the concpt of the
entrepreneurial university, because this concept emphasizes more strongly than,
for example, the innovative university concept the idea of conscious measures
taken to make changes in the attitudes of the organisation.

4. To which Maassen (2003, 46) has commented that in 1983 Clark was still
emphasising the differences between academic and administrative culture.
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This paper is based on seven national reports on national policies
concerned with entrepreneurialism in universities as the context for a
more detailed study of entrepreneurial behaviour in universities in the
seven countries. It claims that the entrepreneurial university is a
useful generic epithet to describe the manifold changes in mission,
management and funding that many universities in Europe have
experienced in the past two decades. The concept of university
entrepreneurialism in most countries is linked to the “third mission”
that is supplementing the long established teaching and academic
research functions of universities and other higher education
institutions. However, some governments are also concerned to
encourage universities to embody the teaching of entrepreneurialism
in at least some of their conventional courses. Five main drivers of
entrepreneurial activities in the countries taking part in the “European
Universities for Entrepreneurship: their role in the Europe of
Knowledge” (EUEREK) study are identified: ideology; expansion in the
number of institutions; the knowledge society; globalisation; financial
stringency. In some countries, especially in Eastern Europe there has
been rapid growth in numbers of private higher education institutions.
There are questions about whether this is an indication of
entrepreneurialism, or of lack of entrepreneurial dynamism in the
established public universities. The paper concludes with a
preliminary review of managerial and governance changes in
universities and colleges accompanying the growth of entrepreneurial
and third mission activities.
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Overview of National Policy Contexts 
for Entrepreneurialism in Higher Ed. Institutions
The changing higher education scene in Europe

The term, entrepreneurial university, first coined in the 1980s, has come
to signify a wide range of activities. The Swedish report asks the question,
“What is an entrepreneurial university? Is it a university that is able to
increase funding and income through new sources? Or is it a university that
has the flexibility, adaptive capacity and novel thinking to meet present
demands and to take advantage of future developments in various ways by
offering new lines of study and courses and developing new areas of research,
often in a close collaboration with the surrounding society?”.

In all of the countries taking part in EUEREK, universities have shifted,
over the past 20 years, from being relatively protected public sector
institutions to greater financial autonomy, which means taking more financial
responsibility for the consequences of their actions, and this has meant much
greater uncertainty. Uncertainty creates the climate that promotes
entrepreneurship and uncertainty and the risk that accompanies it have
increased nearly everywhere in the past decade.

“Marketisation” of higher education and university “entrepreneurialism”
are sometimes treated as being nearly synonymous. Any activity that
generates income to supplement or replace inadequate core income from
public funds is often described as entrepreneurial – recruitment of fee paying
students, contract research, letting out university buildings for external
conferences. At the same time entrepreneurial is often used interchangeably
with “enterprising”. Thus it is used to describe almost any positive or proactive
academic response to the challenges of a rapidly changing knowledge society
– the introduction of new subjects into the curriculum, protection of
intellectual property rights and the commercial exploitation of intellectual
property, technology transfer, and many community service activities that are
outside the traditional teaching and research of European universities. Burton
Clark, commonly credited with promoting the widespread use of the phrase
when he used it in the title of a best-selling book, has recently used the term
“self-reliant” university to denote a higher education institution that is no
longer largely dependent on government largesse (Clark, 1997, 2004). However,
provided no attempt is made to define it  too precisely the term
entrepreneurial remains a useful generic epithet to describe the manifold
changes in mission, management and funding that many universities in
Europe have experienced in the past two decades. There can be no doubt that
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some universities have met these challenges much more successfully than
others.

There are big differences between countries and between individual
higher education institutions in the balance between teaching and research,
this clearly affects the entrepreneurial activities they undertake. In
transitional countries, for example Poland, Russia and Moldova in the EUEREK
study; many universities are almost entirely teaching institutions. This is
largely explained by the continued existence of science Academies where
research is concentrated and financial constraints universities experienced
during the transition to a market economy.

In other countries, for example Finland and Sweden, there is a binary
system in which one group of institutions is expected to concentrate on
employment related teaching, and sometimes applied research, while others
focus on more academic learning and research. In the United Kingdom there
is a unitary system but very wide differences between individual institutions
in the balance of teaching and research. Such differences clearly affect their
approaches to entrepreneurial activities.

A third role for European universities

In several countries a new function for universities has emerged. It is
described in the EUEREK country case study reports variously as third mission,
third stream, third flow, third leg, third task, third way. In Finland, for example
Parliament has recently “approved a bill where the third task of the
universities is prescribed to be the interaction with the society and the
improving of the social impacts of the research results”. In Sweden “one
important goal for the government is to improve the commercialisation of
research results. To reach this goal, efforts are needed to support the process
of transformation of research results and ideas into businesses and
enterprises. This includes simplifying the legal environment and supporting
entrepreneurial education and various outreach services”.

Whatever term is used, to describe such activities, it means that
European universities are discovering a third major function, similar, though
not identical, to one that has been prominent in the United States since the
creation of the Land Grant Universities in the 19th century – the service
function. The entrepreneurial university in some respects is a university in
which this third mission is particularly well developed and the empirical work
of EUEREK will need to look particularly carefully at this part of the work of
universities.

However, we shall not be confining our investigations to the third area. In
the United Kingdom for example, much entrepreneurial initiative is clearly
shown in the recruitment of foreign students on to regular teaching
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programmes and recently in the establishment of offshore and partner
campuses in other countries. Many science parks and similar activities are
essentially ways of focusing regular research work on to commercial and
social applications. There are certainly overlaps between third mission and
regular teaching and research. It is particularly interesting to observe how
entrepreneurialism is entering the “welfare” oriented Scandinavian higher
education systems. In Sweden, Burton Clark’s case study of Chalmers
University of Technology is well known (Clark, 1998). Another example is the
Jonkoping University College, a private institution run as a corporate
foundation, organised in several branches. They may have different areas of
specialisation but the common characteristics are tight links with business
and industry in research, consultancy, customised training programmes
through contracts. Another reform copied from the private sector is a new
merit-based wage system started in 2005. Its rationale is to develop
managerial and result-oriented staffing policies. In Spain, university
management remains conservative. But gradual changes are taking place. It is
now possible for a professor to have a combination of statuses, a civil servant
in the regular university and a free standing professional in market oriented
centres associated with the university.

A particular issue that has not been theorised satisfactorily concerns the
financing of third mission activities. Are they undertaken as an end in
themselves on a par with teaching and research? In other words is the
pervasiveness of the knowledge society the main reason why third stream
work is becoming part of mainstream higher education? Or do universities
seek third stream income primarily in order to generate a surplus for the
university that enables conventional teaching and research to be done better?
Government policies on such matters are often opaque. Are universities
encouraged to generate income from private sources in order to relieve
government from some of the costs of teaching and research – in which case
the work is worth doing by a university only if it generates a surplus over and
above the full costs of doing it. Or are third mission tasks genuine new roles for
the university arising from the growing importance of “knowledge” as an
economic and social good? In this case these activities can claim as much
right to be financed from public funds as conventional teaching and research,
and universities should not be expected to make a profit from them. The
country case study reports seem to suggest that in practice financial
stringency has been the main driver so far but if EUEREK can provide some
hard evidence to understand better the differences between these two
fundamental forces to which university managers need to respond, and their
implications for the university that would be very useful.
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Drivers of entrepreneurialism in higher education institutions

There have been five main drivers of the changes outlined above and they
have affected universities differently in different countries:

● Ideology.

● Expansion.

● The “knowledge society”.

● Globalisation.

● Financial stringency.

Ideology

There have been huge changes in the ideology and political thinking
about the role of the state in the provision of public services: most obvious, of
course in the countries of the former Soviet bloc. In the EUEREK study this
includes Moldova, Poland and Russia. But similar ideological changes have
also occurred in several OECD countries, such as Australia, Netherlands, New
Zealand and in the EUEREK study, most particularly in the United Kingdom.
This has affected all public services. It is important to remember that the
changed political climate has not affected higher education alone.

Another ideological shift that may have some bearing on university
entrepreneurship in a knowledge society has been the idea of Europe.
Although there is no pan-European policy for higher education development
(higher education remains the responsibility of each government),
convergence in Europe is apparent through the Bologna-Bergen-Lisbon
processes. The communications and reports on higher education from the
European Commission clearly demonstrate this trend. Europeanisation of
higher education is taking many forms, such as joint programmes, courses
and diplomas, presence of foreign universities offering studies in English,
student mobility and research consortia.

Expansion

In all the countries taking part in the study massive expansion of student
numbers has led to vastly bigger and more diverse higher education systems.
Some courses, such as management, law and medicine attract large and
increasing numbers of students whereas the demand is stagnant or
decreasing for many courses in the physical sciences and engineering. This is
changing the internal culture and management of many universities and they
are finding it necessary to adopt special measures to support faculties and
departments in science and engineering even when their total student
numbers are buoyant.
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It is diversification, rather than the expansion in itself that has
stimulated entrepreneurialism as institutions jockey for position in league
tables and the like. The diversification takes many different forms. In the
former centrally planned economies private education did not exist before
the 1990s. In Russia, Poland and Moldova, and also in Spain, there has been a
substantial growth of private higher educations set up to exploit the
burgeoning demand for particular curricula, courses and disciplines, and to
circumvent some of the bureaucratic rigidities in the public higher education
system. In Russia and Moldova the public universities are now allowed to
admit fee-paying students and this encourages entrepreneurial approaches to
recruitment. In the United Kingdom, and also to some extent in Finland and
Sweden the scope of higher education has broadened considerably, as new
subjects and professions are brought within its ambit. The scramble for
students can also encourage innovative and entrepreneurial approaches to
the provision of new programmes of study.

There is a paradox about the relationship between expansion and some
aspects of diversification that bears upon the entrepreneurial activities of
universities. Presumably the increased numbers of students want higher
education because they think it offers something that will be worthwhile to
them. But when the new students arrive some universities become persuaded
that they must diversify to meet their needs. In other words, some institutions
at least believe they need to offer new courses and to teach in different ways. A
hypothesis that needs to be considered in the EUEREK study is that the
expansion and accompanying diversification may be driven in part by
individual universities acting like commercial organisations to maintain and
strengthen their position in the market. They may seek to recruit additional
students to increase their income, or their market share, and since some
potential additional students are not attracted by traditional higher education
services the universities need to offer an ever increasing range of higher
education brands if they want to maintain or expand their market. Thus
paradoxically it may be overcapacity in traditional higher education that is at
least partly responsible for expansion of student numbers, diversification and
entrepreneurialism.

However, it is also possible that it is the complexity of the knowledge
society that requires universities to offer many more types and dimensions of
knowledge than was conventional in the 19th and most of the 20th centuries.
This gives rise to further hypotheses that must be explored in the EUEREK study.

In some EUEREK countries large proportions of the new students are
paying for themselves, in private universities, as in Poland and Spain, or as
fee-paying entrants to public universities, as in Moldova and Russia. In the
United Kingdom it is only the non-EU students who have so far been required
to pay high fees and in recent years they have been doing so in rapidly increasing
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numbers. If students are willing to pay substantial fees to gain access to
universities and colleges it is hardly surprising that higher education institutions
and members of their staff are encouraged to act like commercial organisations
to take advantage of the demand, when they are legally allowed to do so.

Knowledge and society

A third possible driver of entrepreneurialism in HEI is the knowledge
society. In the 21st century knowledge has economic value as never before and
governments are keen for their states to take advantage of this. Indeed the
inverted form of the proposition is even starker. Lack of knowledge, and
inability to keep pace with rapidly changing knowledge is penalised more that
ever before. Research studies by various institutions (the OECD, IIEP/UNESCO
and others) shows a strong correlation between the duration of initial
education and type of employment and personal income (see e.g. OECD, 2004;
Hernes and Martin, 2001).

This underpins the recognition given to universities as creators,
interpreters, disseminators, guardians and repositories of knowledge. Among
the EUEREK countries this is absolutely explicit in Finland, Spain, Sweden and
the United Kingdom. In Sweden, for example, one of the reasons for growing
interest in universities that are “entrepreneurial, innovative and adaptive” is
“the increased focus on economic growth in society, where higher education
and research are expected to play an important role”. This dimension will
need to be treated with considerable sophistication in the empirical case
studies of higher education institutions. It will be necessary to try to discern
how governments’ aspirations to harness universities to the service of a
knowledge society are operating in practice. Is it a matter of throwing money
at universities to do certain things (in which case why are universities
complaining about a chronic shortage of funds) or are there other forces at
work, linked to the ideological shifts in perception about the nature and
purposes of higher education?

In the “late-consumerist” culture reached by many people in Western
Europe and being fast approached by the transitional economies knowledge is
acquiring more value than material goods and it is the knowledge
incorporated in goods and services that is forming an increasing proportion of
their value to consumers. The effect is that simple “commodities” are being
replaced by more complex products and every technological breakthrough
unleashes a new wave of knowledge embodiment in goods and services.

Long established university programmes sometimes experience more
difficulties in adapting to the highly competitive environment than newer,
more specialised smaller institutions and activities, which are able to update
their profiles and knowledge bases faster. Oxford University and the Technical
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University of Valencia, for example, claim to be losing money on their core
activities, but obtain considerable income from new moneymaking activities
such as various types of schools of business administration and specialised
courses in management, distance education courses with clientele all over the
planet, seminars with well known personalities as presenters, studies of
foreign languages, computer classes, sports and cultural events, events with
alumni, fund-raising events with corporate business. The significance of all these
activities is that in the rapidly changing knowledge society the potential target
groups of universities grow much faster than the traditional student body.

Another way in which the knowledge society directly affects higher
education institutions is though the encouragement of curriculum change. As
“knowledge” expands and diversifies and becomes more accessible across the
globe national higher education systems must be responsive to the need to
keep pace with change. In many countries there have been big increases in the
proportions of students studying Business and Management but in some
cases higher education institutions are, in addition, encouraged to produce
graduates who are infused with the ethos of entrepreneurialism. In Sweden
for example, higher education institutions are persuaded to promote
entrepreneurial thinking across a range of courses. In Finland “it has been
suggested that the universities should be able to use professionals in business
management and administration to increase their efficiency; as well as to
improve the enterprising spirit in the universities and to pass it to the
students”. In England “employability” is a pervasive aim of a very wide range
of higher education courses and the inculcation of entrepreneurial attitudes is
often considered to be an important constituent of this.

Globalisation

The knowledge society as a driver of entrepreneurial attitudes in higher
education can also manifest itself through a concern about globalisation. An
aspiration to have universities that are able to compete with any in the world
has been an explicit driver of higher education policy in Finland, Sweden and
the United Kingdom. “From the turn of the millennium the Finnish debate has
been focused almost exclusively on globalisation, competitiveness and
educational markets”. More generally, the growing opportunities for student
mobility across the globe have created a lucrative market in foreign student
fees, in particular for universities that are able and willing to use the English
language as the medium of instruction. Students from China, India and other
Asian and East European and former Soviet Union countries already bring
considerable income to British universities.

Individual higher education institutions and systems are both proactive
and reactive in their responses to the global challenges. They are keen to take
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advantage of the opportunities offered but they are also anxious to be strong
enough to be able to resist incursions from universities in other countries

Globalisation in the slightly more restricted form of Europeanisation is
mentioned in some reports. In Sweden, for example, the government report
on Innovative Sweden states that “our vision is that Sweden should have the
most competitive, dynamic and knowledge based economy in Europe”. In
Finland the Ministry of Education has established “a working group to
investigate how to secure the competitiveness of the Finnish higher education
in a European and global education market”. The aim to meet the standards of
leading Western European universities is a powerful driver in several countries.

Financial stringency

The fifth, and most obvious, driver of entrepreneurial activity is economic
survival. All the countries in EUEREK report sharp reductions in public funding
per student since 1990. Universities in all countries taking part in the study
have found it essential to supplement their income from public funds by
generating substantial third stream income and also everywhere except
Finland, Poland and Sweden by charging substantial fees to at least some of
their students. In Poland, where there is a constitutional prohibition
preventing public universities from charging fees the public sector has not
expanded as rapidly as in some other countries but there has been a very rapid
growth of private universities.

As a contribution to the financial needs of universities tuition fees for UK
and EU students were introduced in the United Kingdomp in 1998 at the
relatively low level of GBP 1 000 per year. It was not a popular decision, and
when it was proposed to increase them to GBP 3 000 in 2004 a wide ranging
debate took place in the British Parliament and despite its very large
parliamentary majority the government very nearly lost the vote. However,
the precedent created by the United Kingdom decision to allow universities to
charge fees for basic first degree courses stimulated policy debates across
Europe. Similar changes are being discussed in Sweden and also in other
countries not taking part in EUEREK, such as Germany and France. A recent EU
communication on mobilising the brainpower of Europe pointed out that:

“The debate on social and private returns from higher education has
highlighted its role as an investment benefiting both the individual
(through higher income and status) and society as a whole through
higher employment rates, lower social costs and later retirement 19). It
has been shown that free higher education does not by itself suffice to
guarantee equal access and maximum enrolments. This casts the much
debated issue of tuition fees in a fresh perspective” (Commission of the
European Communities, 2005).
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A market environment encourages the view that “to be good, a course has
to be expensive”. Past reputation is not sufficient for financial sustainability
even if heroic efforts are made in terms of internal efficiency (i.e. re-evaluating
roles and responsibilities within the university) and external efficiency by
increasing the employability of graduates.

Universities claim that to withstand increasing global competition (with
the United States, Australia, Hong Kong and others), they need extra funding.
If even British universities that have the comparative advantage of the English
language medium have had to introduce and increase tuition fees for national
students, it is claimed by advocates of fees, that it is impossible for other
European higher education systems to continue without them. The traditional
sources of university income (government grants, research, fund-raising) are
no longer enough for universities to perform satisfactorily in a global market.
In Sweden “at least 50% of all research at universities is financed from
external sources, and comes from the research councils, foundations, industry
and business, etc”. In the United Kingdom in the past two decades “the
proportion of income from state grants for teaching and research has declined
and universities’ income from other sources has increased. However, this
overall picture hides a wide variation between institutions in the source of
income, both in the total amount of funding available to universities and in its
distribution between different sources”. Competition between universities is
one of the main drivers of university entrepreneurialism in the United
Kingdom. It may be that in higher education systems where inter-institutional
commercial rivalries are discouraged for legal or cultural reasons organised
entrepreneurial initiatives are fewer.

However, there is prima facie another paradox here. Many governments
have policies to expand higher education for reasons connected directly or
indirectly with the knowledge society. But in most cases they have not been
willing to expand expenditure sufficiently to keep pace with the expansion.
Governments claim that the communities they represent need the knowledge
that universities create and disseminate, but at the same time they are
expecting HEIs to generate growing proportions of their incomes from other
sources (such as student fees, selling research and consultancy). This
apparent inconsistency is another issue to be explored in our empirical
investigation of the relationship between the Europe of Knowledge and
entrepreneurial activities in universities.

The special circumstances of “new European” countries

Higher education traditions and management in the transitional countries
of what is sometimes called “New Europe” (East Europe and the former Soviet
Union) are still very different from the “Old Europe” of the West. The still wide
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cost differentials between Western Europe and countries such as Russia, Poland
and Moldova permit the latter to attract students from Asia, Africa and the Arab
countries, in particular for courses in medicine and engineering disciplines.
Russian universities are actively “head-hunting” for potential students in the
countries of the former Soviet Union and the developing world.

In the “new Europe” countries, entrepreneurialism in higher education
took extreme forms at the beginning of market reforms and systems of “checks
and balances” emerged only slowly. Features of a “wild west” type of problem-
solving appeared in university management in some cases, in particular as
regards financial, space and staff management. However, in many universities
and colleges the management and academic cultures have been slow to adapt
to new circumstances. The old well-established classical universities in these
counties continue to rely on their past reputation and image. They are opposed
to change and resist new ideas and practices in university management
because their “place in the sun” as favoured national institutions remains
unchallenged. Newly established higher education institutions are able to
compete with them for students only if they have strong government backing
and aggressive marketing of popular courses. Even if they find such a niche,
families and students are hesitant to trust the new universities and colleges, as
there are still many cases of “fly-by-night” institutions. There have been
numerous cases where such institutions have operated without licence and the
Ministry of Education has withdrawn accreditation and their licenses to
operate. There is also powerful lobbying by the “old” universities against newly
established government universities and colleges. In spite of such resistance, in
Russia the number of higher education institutions has doubled since the
beginning of market reforms in mid-1980s to about 1 000 at present.

The “old” universities in the transitional countries have tended to be able
to steer clear of radical experiments and risk-taking in management because
they continue to enjoy longstanding government goodwill in funding and in
political support. The overall financial constraints, however, often encouraged
younger and most entrepreneurial staff to leave universities for more lucrative
jobs in the booming private sector in the early 1990s. At that time due to the
“shock therapy” of radical political change everywhere in the nation,
government funding was drastically reduced even for the top-ranking national
universities. By now the staff situation has stabilised although the staff of the
long established universities is ageing and often lacks motivation. Many
professors are privately entrepreneurial and have several teaching and
consultancy part-time contracts outside own university.

The financial situation of universities in the transitional countries has
now become more stable and less erratic. In Russia and Moldova, public and
private universities are allowed to admit fee-paying students in addition to the
state-funded students. In theory, the ministries of education should
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oversee the ratio between fee-paying and state-funded students and the level
of fees, in order to avoid public unrest. In practice the number of state-funded
students is shrinking and they are subject to internal pressure for bribes
during course examinations (See for example Kitaev, 2004). The level of fees
charged by universities is determined in practice by the purchasing power of
families and the market, perceived “value for money” and reputation of the
institution. In Russia and Moldova the current level of tuition fees at many
universities is more twice the level of GDP per capita.

Governance and management of third mission activities

Mainstream university management as it developed in Europe over the
19th and 20th centuries consisted largely of public administration. Students
were admitted, according to rigid criteria in most countries, taught, mainly,
from standard nationally agreed texts, and examined according to well-
defined and well-established criteria. There were, of course variations around
this pattern, most obviously in the United Kingdom, where universities never
experienced the state control common in most of the rest of Europe but even
there until the 1980s universities tended to be administered rather than
managed. The role of the registry and the finance office, the twin arms of
university administration was to see that regulations were respected. The
university world was one of rather slow change and the work of the
administrators could be managed by loosely organized collections of
academic committees for whom speed of decision-making was not essential.
Career structures were rigid and hierarchical. Change was slow, and discussed
to the last detail before it was allowed to happen. Risk was minimised. That
was, in part, the strength of universities.

The first signs of reform in Western Europe began in the late 1960s largely as
a result of the student unrest of that period. However, these reforms, which were
largely focussed on broadening the basis of decision making in universities to
include wide representation of students and junior and non-academic staff had
been largely overturned by the 1990s as such democratic decision making proved
unable to cope with the financial stringency and rapidly changing environment
that universities now confronted. In the 1990s the administrative autonomy of
universities was strengthened and university decision making was streamlined,
the roles of academic committees and senates and governing bodies began to be
more clearly defined university finance offices were strengthened and a new type
of university manager appointed to deal with the increased demands of public
accountability and the expansion of third mission activities. Williams (2004)
referred to the growth in UK universities “of what has been termed
entrepreneurial management. The rewards of financial success for or within the
university have risen and the penalties of failure have become more severe”.
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Burton Clarke described the changes in universities that were in the forefront as
“a strengthened steering core […]”.

Most countries report a big shift in recent years towards business styles
of management. In Sweden for example there is “a growing bureaucracy of
managers and administrators with professional backgrounds who are without
inside experience of academic life in the departments”.

According to the UK report,

“Financial stringency, competition and market responses require quick
decisions and flexible implementation of them. Traditional consensual
and collegial management structures were no longer considered to be
effective. In a competitive environment, management needs to be geared
towards performance: universities have had to streamline their decision-
making processes, be more alert to income earning possibilities and be
prepared to take some risks […]

The diversification of funding sources led to a strengthening of financial
management. Transparent models of internal resource allocation were
introduced that made it clear which departments were generating
financial surpluses for the university and which deficits […]”

Legal status, the legal framework, governance and management clearly
have major effects on the extent and types of entrepreneurial activities that
higher education institutions are able to undertake. In the United Kingdom,

“universities are autonomous property-owning institutions with their
legal independence guaranteed by Royal Charter or Parliamentary
Statute. Each university is responsible for managing its own financial,
administrative and academic affairs. The status of UK universities as
charitable foundations does not permit them to distribute profits but they
have full discretionary powers over any financial surpluses they achieve.”

In other words there never have been significant legal restrictions on UK
universities responding to market opportunities and other outside incentives
if they consider it in their interests to do so.2 All the EUEREK countries have
been moving in this direction in recent years but the pace of change has varied
and the culture of university management often lags behind changes in the
legal framework. In some countries, it is individual initiative and state
permissiveness rather than state stimulation that brings about
entrepreneurialism. In Poland, for example,

“the entrepreneurial behaviour of both particular academics and
institutions developed owing to the absence of a restrictive legal framework.
[…] In general terms, the best Polish universities may be thought of as
entrepreneurial; sometimes it is their faculties or other organisational
units which are considered pro-active, innovative and entrepreneurial.
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But this attitude is neither promoted by state or institutional policies, nor
rewarded by institutions with respect to both particular academics and
organisational units, in terms of increased remuneration, lower teaching
loads, bigger share of university funds, or bigger chances for institutional
and academic promotions.”

In Spain, also it is legal permissiveness rather than encouragement that
has allowed entrepreneurial behaviour by individuals. The University Reform
Act of 1983 made universities autonomous and arranged for “strong
decentralisation” of their internal structures but academic staff remain civil
servants with regulated salaries and conditions of work. The consequence has
been a growth of individual entrepreneurialism with individual members of
academic staff supplementing their incomes through teaching and
consultancy work outside the university. The Spanish report suggests there is
a danger in some cases of this outside work supplanting their regular “civil
service” job in the amount of time and effort they are given.

In Finland the Universities have remained largely organs of the state, but in
recent years they have been encouraged through legal changes and shortages of
state funding to behave more like independent economic organisations. A
“steering from a distance” model has been introduced by the government. In
neighbouring Sweden also “the images of the university as entrepreneurial,
innovative and adaptive are recent. This arises in part because financial pressures
have become a typical component of higher education, along with the expansion
and diversification of enrolments and participation rates”.

In the United Kingdom,

“the pressure on academics to generate external income has led to the
development of business support services. New positions have been created,
such as business liaison officers to coordinate and oversee research
developments and funding in each department and in the university as a
whole. Many universities have established specialist marketing offices to
support student recruitment and research offices that coordinate
research policy. The role of international offices was expanded considerably
because full fee paying students from outside the European Union were a
lucrative source of income.”

Research in universities, at least since the late 19th century, has needed
to respond as quickly as possible to scientific imperatives to publish new findings:
that is how science has progressed and reputations enhanced. Universities are
now expected to react to a much wider, and multidimensional, variety of stimuli
in both the creation and dissemination of knowledge. The managerial changes
described in this section have had the effect of making the universities more
able to respond quickly to a broad spectrum of external pressures. Among the
indicators of entrepreneurial potential EUEREK will be exploring are: the legal
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framework in which universities operate, the extent of financial and
managerial autonomy of universities and their ability to respond to external
incentives of various kinds; their internal decision making arrangements;
their mechanisms for encouraging “third mission”, activities broadly defined;
the way the proceeds are shared out within the institution and non-financial
rewards for engaging in such work.

Individual and institutional incentives

If individual members of staff working in universities receive little in the
way of rewards for effective innovation there is no good reason for them to
make any special effort in areas of activity that do not advance their own
careers, and if the university receives no additional resources there is little
incentive for it to set up organisational structures that promote entrepreneurial
act ivi ty.  In  some countr ies  there are  c learly  confl icts  between
entrepreneurialism of individual members of staff and focussed institutional
entrepreneurialism. This tension is powerfully illustrated in countries where
it has become common for lecturers and professors to work, in effect, part
time in their home public university while earning extra income for
themselves by moonlighting in private universities. Consultancy work in
which high level knowledge and expertise are sold to outside organisations is
another example where individual entrepreneurial initiatives can conflict
with organised third stream work by their institutions.

A closely related issue that has arisen in some countries, particularly
Sweden and the United Kingdom is that of the ownership of intellectual
property rights to new discoveries arising from university research. There are
four possible legitimate claimants to any income arising from the commercial
exploitation of such discoveries – the researchers who make the discovery,
their universities, the financial sponsors of their research and the state, which
in all countries pays a large part of the costs of higher education. In terms of
the EUEREK study the issue is succinctly presented in the Swedish study.

“Today researchers in Sweden hold the exclusive right to their innovations
(this is called the ‘academic exception’), but the universities claim a need
to be strengthened and to be allowed to get a share of these rights.
Otherwise they will not be motivated to drive development forward and
help the researchers in the patenting and initial financing needed for
ideas to be commercialized.”

In the United Kingdom until the mid 1980s all intellectual property
generated as a result of research undertaken with state research council
grants belonged to the government. This did not encourage universities to
have much interest in the commercial exploitation of discoveries resulting
from their research. Research councils no longer have these rights and each
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university is able to make its own legal arrangements with the individuals and
teams that make the discoveries.

In most of the Western European countries universities are using their newly
acquired autonomy to establish associated enterprises that are not strongly
bound by the bureaucratic rules or academic cultures that can inhibit innovation
in traditional universities. This can be seen as a commercial development of long-
standing arrangements in which universities have established research units and
centres which are part of the university but often not closely controlled by the
regular administrative arrangements. In Sweden, the government has suggested
“an increase in the number of universities and university colleges that can start
their own holding companies. These holding companies can start their own
spin-off companies which can handle issues like patent applications, sell
commissioned education to employers, etc.” In Spain many universities have
established semi-autonomous research and development centres that are able to
behave in a more or less as commercial units. This has been the practice in the
United Kingdom for several decades.

The effects of new management and governance arrangements need to
be examined carefully since they may not always have their intended effects.
For example it is suggested in the Swedish national policy that competitive
research funding targeted on specific areas of research discourages risk taking
and inhibits the development of new areas of research and thus discourages
entrepreneurialism in this respect. Similar claims have been made about the
research assessment exercises in the United Kingdom. It is better to play safe
within traditional disciplinary boundaries.

The reviews of national higher education policies in relation to the
demands of an increasingly knowledge intensive society have already
revealed many different national and institutional responses to these
challenges. In the next stage of the project individual institutional case
studies in the seven participating countries will explore these responses in
detail and attempt to explain the reasons for similarities and differences in
entrepreneurial responses.
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Notes

1. This paper is based on evidence provided in seven national reports on higher
education policy and its concern with entrepreneurialism in universities and the
knowledge society. Unless otherwise stated all quotations are from the country
reports. The full reports are available on the project website at www.euerek.org.

2. An exception is the fees they charge first degree students which since 1988 have
been regulated by an Act of Parliament.
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