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Abstract Public entrepreneurship is much like its private sector counterpart;
however, public entrepreneurs face additional challenges due to weaker competitive
forces in the public as compared to private sector, with objectives that often are
poorly defined and performance that is difficult to measure. Despite the impact on
public good, how to enact changes successfully in public sector organizations to be
more entrepreneurial is poorly understood. This article summarizes current research
on public entrepreneurship and presents a detailed case study of a successful
entrepreneurial change in a public sector organization. A five-step change process
used to enhance entrepreneurial behaviors was implemented in a public sector
organization and the qualitative and quantitative results demonstrated substantial
performance improvements over 4 years (i.e., quantitative performance in some
areas was more than 10 times greater). We explain key steps that produced successful
outcomes and how to avoid common challenges in the implementation of ongoing
entrepreneurial behaviors in public sector contexts.
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1. What is public entrepreneurship?

The term public entrepreneurship can invoke im-
ages of actions taken by a government organization
to promote a common good that transforms com-
munity life; simultaneously though, the term can
also invoke images of a Sisyphean struggle for the
‘freedom to manage’ while trying to update stag-
nant public institutions that have lost relevance and
accountability (Edwards, Jones, Lawton, & Llewel-
lyn, 2002). Public entrepreneurship is much like its
private sector counterpart, with defining character-
istics of opportunity alertness, judgments about
investments under uncertainty, and product, pro-
cess, and/or market innovation (Klein, Mahoney,
McGahan, & Pitelis, 2010). However, public entre-
preneurs face additional challenges due to weaker
competitive forces in the public sector–—as com-
pared to the private sector–—with objectives that
are often poorly defined and performance that is
difficult to measure. Specifically, public organiza-
tions are often characterized by a focus on mission
rather than profitability and a lack of clarity in
organizational goals due to numerous competing
demands, interdependencies, and interrelation-
ships across multiple stakeholder groups. Indeed,
Klein et al. (2010, p. 4) suggested that for outdated
institutions, “innovation, both technological and
organizational, is required but is difficult to accom-
plish because of conflict between short-run and
long-term performance. Entrenchment is deepened
by agency problems and by lack of clarity about the
public interest.”

Innovation is at the core of entrepreneurial be-
haviors that result in organizational change and the
development of new business models (Kuratko,
2015); innovation is as important to the success
of public sector organizations as it is to private
for-profit companies (Mack, Green, & Vedlitz,
2008). Indeed, innovation can help transform public
sector organizations by increasing their flexibility,
responsiveness, and efficiency in serving constitu-
encies (Mack et al., 2008). Furthermore, innovation
in public sector organizations does not require the
development of a new organization but does involve
a new way of organizing, managing, and/or deliv-
ering services (Shane, 2003; Walker, 2007).

Entrepreneurship research has broad and valu-
able implications for public organizations and pub-
lic policy, but such a focus has received sparse
attention in the literature (Hitt, 2005). This deficit
has resulted in limited prescriptive advice on en-
trepreneurial activity for public sector managers.
Indeed, we currently do not fully understand how to
effectively implement an entrepreneurial change
in public sector organizations (Holbrook, 2010).
Therefore, to fill this gap in our knowledge, we
present a detailed case study of a major change
which has led to the successful development of
entrepreneurial behaviors in a public sector organi-
zation. This case study yields insights on how to
apply entrepreneurship models in other public sec-
tor settings to maximize the benefit.

We begin by discussing what is unique about
public entrepreneurship and providing an overview
of the current research on public sector entrepre-
neurial models. Then, we examine in detail how one
team transformed a public institution through a
five-step change process to develop entrepreneur-
ial behaviors and show the performance outcomes
from the change. Finally, we use the perspectives of
both public entrepreneurship and management the-
ory to provide a framework for understanding the
key lessons for engaging in public sector entre-
preneurship in other contexts.

2. How is public entrepreneurship
different?

Public and private organizations share many char-
acteristics such as formalized structures, compet-
ing stakeholders, and deeply entrenched cultures
and operational procedures that suggest the need to
use and perhaps rely on entrepreneurship as a
means of improving performance (Morris & Jones,
1999; Zerbinati & Souitaris, 2005). Specifically, en-
trepreneurial behaviors in both private and public
organizations broadly encompass a series of actions
undertaken by entrepreneurs in the pursuit of
change, either in starting a new organization or
transforming some fundamental aspect of an exist-
ing organization (Covin & Slevin, 1989; Shane,
2003). Key entrepreneurial behaviors include being
more innovative, more proactive, and a willingness
to take strategic risks (Covin & Lumpkin, 2011).
However, there are meaningful differences be-
tween public and private sector organizations that
affect the emergence and display of these entrepre-
neurial behaviors (Ring & Perry, 1985).

An example of one such difference is in desired
outcomes. Specifically, the focus on mission rather
than profitability calls for different behaviors and
foci within private for-profit and public sector or-
ganizations (LeRoux, 2005). Another difference is in
the clarity of organizational goals (Klein, Mahoney,
McGahan, & Pitelis, 2013; Short, Moss, & Lumpkin,
2009); unlike many private for-profit companies,
social enterprises and public sector organizations
seek to create social, political, economic, and/or
cultural value (Miller, Grimes, McMullen, & Vogus,
2012). Indeed, the importance of purpose can be a
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strong motivation for individuals working in the
public sector (Wright, 2001). Adding complexity
to this focus on outcomes benefiting public value
is the fact that public value is difficult to define due
to the numerous competing demands, interdepen-
dencies, and interrelationships across multiple
stakeholder groups (Benington & Moore, 2011;
McGahan, Zelner, & Barney, 2013).

Despite these differences, public sector orga-
nizations have been trying to be more entrepre-
neurial over the last few decades (Mack et al., 2008;
Osborne & Gaebler, 1992). Being entrepreneurial
improves their ability to deal more effectively with
the rapidly changing conditions they face (Kim,
2010; Osborne & Gaebler, 1992). Yet, it remains
challenging for public organizations to do so, as
noted previously. For example, fiscal realities also
play a role in public sector organizations’ decisions.
LeRoux (2005, p. 360) noted that:

The existing evidence seems to suggest that non-
profits do not have a priori motivations for entre-
preneurship but rather adopt activities that are
associated with entrepreneurship as a coping
strategy when financial circumstances threaten
to limit the scope of the services they provide.

Thus, agency leaders try to be more entrepreneurial
in order to continue their operations. Successfully
engaging in more entrepreneurial behaviors in pub-
lic sector organizations can be challenging because
those leading such efforts (i.e., the entrepreneurs)
must help others understand how to leverage a
unit’s strategies and available resources to over-
come bureaucratic barriers to risk taking, innova-
tion, and proactive vs. reactive behaviors (Kim,
2010). To date, however, few fully understand
how to effectively implement a system of continu-
ous entrepreneurial behaviors in public sector or-
ganizations (Holbrook, 2010).

2.1. Taking stock of what we know about
public entrepreneurial efforts

Public sector entrepreneurship essentially encom-
passes what some refer to as entrepreneurial gov-
ernment (Luke & Verreynne, 2006; Luke, Verreynne,
& Kearins, 2010). The behaviors associated with
public sector entrepreneurship or entrepreneurial
government typically are oriented to reduce costs
and improve productivity (Osborne & Gaebler,
1992). Simultaneously, these behaviors must be
consistent with and supportive of the core values
of public administration including accountability,
sustainability, equity, responsiveness, and citizen
satisfaction (Kim, 2010). Public entrepreneurship
can help to improve the efficiency and quality of
services public sector organizations provide to citi-
zens (Piening, 2011). But public entrepreneurship
can also go beyond improving services to include the
design of new and more effective public policies and
new services along with their implementation
(Bernier, 2014; Osborne & Gaebler, 1992). Several
benefits accrue to public sector organizations when
they exhibit entrepreneurial behaviors, including
increased innovation and productivity, and provid-
ing a foundation for creating additional value for
societies and their citizens (Luke et al., 2010).

Currently, there are two suggested models for
public sector entrepreneurship based on the re-
search. The first model, proposed by Luke et al.
(2010), suggested that public sector entrepreneur-
ship includes the following activities:

� Deliberately searching for opportunities to inno-
vate as a basis for bringing about value-creating
change;

� Involving citizens to identify paths through which
additional revenues can be secured to enhance
the quality of services the public sector organi-
zation delivers; and

� Determining ways the organization can consis-
tently innovate to enhance its overall efficiency
and effectiveness.

Alternatively, Sundin and Tillmar (2008) suggested
that public sector entrepreneurship works well
when entrepreneurs are able to:

� Identify local needs and propose innovative sol-
utions to them;

� Create the freedom and legitimacy necessary for
employees to act more entrepreneurially and for
others interested in the organization’s welfare to
engage in innovative behaviors; and

� Persist until intended outcomes are achieved.

While these models have notable similarities, the
differences and generalizations limit the prescrip-
tive ability of both.

3. A detailed case study: Traditional
state research unit

3.1. Empirical approach

To help address the issues of generalization and
the limited prescriptive ability of the public
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entrepreneurship models discussed above, in this
section, we describe in detail the entrepreneurial
experience of a state research organization at-
tempting to shift its business model in response
to declining government funding. We obtained
the information and data used in this case study
via semi-structured interviews with the outside
consultant and internal director, along with written
materials produced and used by the internal entre-
preneurs during the time period examined to iden-
tify the actions taken and their outcomes. We follow
the presentation of the case study with a descrip-
tion of the empirical data we gathered and present
quantitative outcomes of the change in Section 3.5.

3.2. Background

The subject of this study is an agricultural research
center (hereafter, the Center), one of 13 such re-
gional centers that are a part of a state research
agency (hereafter, the Agency). Agricultural exper-
iment stations are state-based research organiza-
tions that are located in each of the 48 states of the
continental U.S. Since 1887, these stations have
conducted research to improve food production,
agricultural industries, and life sciences. The im-
provements they developed have typically provided
direct benefits to farmers and ranchers, farm sup-
pliers, and food and fiber processors, and also direct
and indirect benefits to consumers.

Centers, as parts of the state agricultural re-
search agency, receive their base funding in part
from the federal government and in part from
state appropriations. While these sources of base
funds are necessary for the state research agency,
they are generally not sufficient to cover the
entire cost of the research; thus, scientists em-
ployed by these experiment stations often seek
external grants and contracts to round out funding
needed to conduct their research. This additional
revenue is generally substantial and independent
from the base funds provided by federal and state
sources. Also, experiment stations generate reve-
nue from the sale of research products through
license fees and royalties. Most state agricultural
experiment stations and their subsidiary centers
have operated since their inception with essen-
tially unchanged administrative structures and are
usually managed by former faculty or academic
researchers.

3.3. Motivation

The migration of citizens from rural areas to cities
suburbs represented a significant change across the
U.S. and has resulted in a new client demographic
for agricultural experiment stations. Because of
these new demographics, state experiment stations
are experiencing significant erosion in their rural
support clientele and in traditional legislative ap-
propriations. This erosion of traditional agricultural
constituents and of funding for agricultural re-
search agencies and regional centers such as the
focal Center has reinforced adoption of a broader
research focus. Thus, scientists have been increas-
ingly charged with procuring their own funding and
decreasingly called on to collectively address state,
regional, or local needs.

These changes have created substantial prob-
lems for research agencies and centers throughout
the nation. Declining base budgets alter and restrict
their ability to serve traditional rural constituents
and centers largely have not tried to serve new
urban constituents. Without adapting to serve
new constituencies, these agricultural research
centers are caught in a downward spiral–—their
perceived lack of relevance by urban and suburban
constituencies serves as a basis for reduced funding,
which then further inhibits the centers’ ability to
serve traditional and new clientele. As the research
in each of the centers remains broad and less
regionally focused, local constituents cease to per-
ceive the value of the services available to them and
thus question appropriating funds to support the
centers. In light of these challenges, a leading
researcher at the focal Center brought in an exter-
nal entrepreneurial consultant to meet with the
Center’s director. The researcher and director’s
common goal was to generate ideas about potential
opportunities for the Center to “shift from a rural to
an urban-focused agenda.”

3.4. The change process

The change process used to develop and support
ongoing entrepreneurial behaviors in the Center
was developed by business consultants in partner-
ship with the Center’s director to address the fund-
ing and constituent challenges faced by the regional
centers of the Agency. Specifically, the Center lead-
ership sought to change the organization from a
traditional academic administrative model for
funding research to a constituent funding model
that built on Center research to address local issues.
The intent was to create an organization that was
proactive, innovative, and willing to take measured
risks. After obtaining permission from the Agency
director as a proof-of-concept model in 2006, the
Center implemented the following Agency-ap-
proved change process in five steps, which are out-
lined in Figure 1; more detailed descriptions are
provided in Table 1.
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3.4.1. Step 1
Created a Center leadership and management team
by distinguishing and separating the position of Cen-
ter director as the chief executive officer (CEO) from
other Center leadership positions and creating three
other top management team positions.

As the CEO, the Center’s local director assumed
responsibility for assuring an appropriate financial
return on the value of agency assets assigned or
allocated to the Center and assuring consistent
leadership direction and focus for the Center in
achieving externally generated research grants
and contracts emphasizing the local urban mission
and the Center’s commercialization engine (de-
scribed in Step 4). To accomplish these two priori-
ties, the Center director created and delegated
responsibility and authority to four officers each
with distinct roles and responsibilities ranging from
coordinating grant and proposal writing, managing
Center facilities (including scientific equipment),
supporting operations by developing improved bud-
get projections, to identifying and managing new
constituent relationships, among others.

Beyond creating new roles and delegating respon-
sibilities, new explicit processes were developed to
support the officers’ actions taken to support and
facilitate the change in the Center’s business model.
As the consultant emphasized: “The ability to pro-
ceduralize is often the difference between success
and failure,” regardless of whether the business is
private or public. The use of formal processes helps
transform efforts into routines, which in turn lead to
outcomes. To be successful, all of these actions must
be balanced with flexibility to act in ways that satisfy
the organization’s changing needs. For example, to
ensure that each individual on the Center manage-
ment team recognized Center priorities and activi-
ties in support of the Center’s goals, a management
team staff meeting was held each week. Each mem-
ber reported to the entire team using a specific
verbal and written format. They also used these
reports to identify how and where their personal
actions and planning facilitated the success of other
team members.

Process-oriented officer and staff meetings such
as these held influence in changing the focus of the
top management team and in obtaining acceptance
and commitment from the employees. As such, this
practice was expanded to include researchers and
staff throughout the organization. The Center di-
rector recalled:

Having others sit in on these meetings, even if
they didn’t participate, was important. It in-
creased the visibility of why certain changes
were being made and helped facilitate chang-
ing the structure and behavior throughout the
Center. In hindsight, we should have expanded
these meetings to the entire Center far sooner
than we did. It would have helped increase our
buy-in across the organization.

As such, this particular change helped the organi-
zation become more proactive and supportive of
entrepreneurial behaviors over time.

The effect of these processes and meetings was
not immediate. Buy-in from every employee was
necessary as leadership did not have the ability to
fire any employees, especially researchers who
tended to be resistant to the changes. But, consis-
tent use of the new processes paid off. The consul-
tant observed:

Over a period of 8 or 9 months, the questions
from researchers during meetings changed
from scattered and individually focused to be-
ing more about the group and how individual
work (research) could be used to help the
Center achieve its goals.
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Table 1. Overview of change process to develop entrepreneurial behaviors

Step 1 Step 2 Step 3 Step 4 Step 5

Description � Created a Center leadership
and management team by
distinguishing and separating
the position of Center direc-
tor as the chief executive
officer (CEO) from other Cen-
ter leadership positions and
creating three other top
management team positions

� Expanded the Center mission
to include urban priorities
and established processes
for research collaboration

� Established one of two reve-
nue engines, the city enter-
prise group (revenue engine
#1) which in turn established
the constituent advisory
council(s) for identifying lo-
cal constituent issues and
challenges (translated into
entrepreneurial research
opportunities), and creating
a basis of ownership and sup-
port of the research projects
being done locally

� Established the technology
enabling and commercializa-
tion group (revenue engine
#2) to support commerciali-
zation of developed solutions
with identification and pro-
tection of intellectual prop-
erty

� Focused on improving the
functionality and appear-
ance of the science capabili-
ties and buildings at the
Center to ensure that the
Center was credible to the
public as a source of informa-
tion and new research pro-
ducts

Actions Taken � Delineated Center director
as CEO� Created the positions: Cen-
ter associate director, Center
chief fiscal officer, Center fa-
cilities manager, and Center
grants and proposals coordi-
nator� Established weekly meetings
for all TMT members, with a
standardized verbal and
written report

� Officially expanded Center
mission to include urban
issues such as (1) water man-
agement and conservation,
(2) energy management and
conservation, and (3) human
health, wellness, and nutri-
tion

� Established the city enter-
prise group� Established the constituent
advisory council� Established shared responsi-
bility for the city enterprise
group between the grants
and proposals coordinator
and the Center associate di-
rector

� Developed the technology
enabling and commercializa-
tion group� Supported the identification
and protection of IP generat-
ed by the Center� Facilitated the eventual
commercialization of Center
generated IP

� Center physical facilities
were upgraded to current
business standards

Outcomes � Created a top management
team with defined objectives
for each position� Changed focus of TMT to cen-
ter priorities and activities
each week� Helped increase employee
buy-in through visibility and
transparency (as meeting
was expanded across the or-
ganization)

� Helped facilitate awareness
of Center's research capabil-
ities by local constituencies

� Constituent advisory council
created a bridge between
constituents and the Center,
increasing the flow of infor-
mation, local support, and
helped identify local re-
search needs and opportu-
nities� City enterprise group sup-
ported seed and/or addition-
al funding for research as
needed

� Enabled the generation of a
second revenue stream for
the Center� Provided a single point-of-
contact for Agency's com-
mercialization office� Reduced turn-around time on
IP to help private sector
interests move forward

� Increased legitimacy of the
Center among constituents
as a place of cutting-edge
research
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It took time, persistence, and formalized processes
to generate acceptance and commitment from all
members of the Center and to create the “shared
vision, shared accountability, and changing of the
mindset” that was necessary. But as commitment
was obtained from an increasing number of people,
the new entrepreneurial behaviors by employees
helped to implement the change in the Center’s
business model. The employees–—especially the re-
searchers–—began to search for and identify oppor-
tunities to address problems in the community
through their research. Some of these opportunities
required the researchers to expand their knowledge
bases and to apply their research skills in new ways.
This required them to take more risks to exploit the
opportunities identified.

3.4.2. Step 2
Expanded the Center mission to include urban
priorities and established processes for
research collaboration.

Step 2 began nearly simultaneously with Step 1 in the
fall of 2006. The entrepreneurial actions undertaken
caused the Center to expand its horizons while re-
focusing its then-current science capability on urban
issues while incorporating relevant urban constituent
concerns regarding (1) water management and con-
servation, (2) energy management and conservation,
and (3) human health, wellness, and nutrition. When
the newly designed changes detailed here were ini-
tially implemented, the Center was continuing to
operate under its and the Agency’s old mission: to
serve a rural clientele by producing crop production
information, technologies, and research. The Center
director recalled that “there were already the begin-
nings of a change in attitude from a rural to urban
agenda . . . with some recognizing it as where the
future is headed,” but there was no understanding of
how to go about making this shift in focus and priori-
ties. Because of this, Step 2 was critical for the new
Center organization as it became more proactive in
identifying opportunities from an expanded defini-
tion of its constituents and thus increased and broad-
ened Center research and science programs.

As an example, the Center was already well known
for its leadership in education and research dealing
with turf and ornamental plants. The turf and orna-
mentals programs at the Center encompassed strong
science production but neither was well connected to
the larger concerns that were important to urban
consumers. Specifically, private sector and elected
leaders needed help to move water-efficient plants,
plant products, and information into the market-
place and in managing the public urban environment
and natural resources so that both could be sustained
with minimal expense. The Center’s urban natural
resource science included research on urban ponds,
wildlife management, and urban parks and recrea-
tion. Despite this overlap, the consultant observed
that local constituencies were:

Not even aware that they could work with a
local public entity to do research to help solve
their problems. Once we opened that door,
they literally started barreling down it–—we
ended up having a major problem of trying to
create a filter to identify the most relevant
projects for our expertise.

In order to control expenses as part of an increased
scope in the Center’s mission to support entrepre-
neurial actions to identify and exploit new funding
opportunities for emerging Center research, Step
2 also included the development of processes to help
minimize costs. Specifically, the Center wanted to
support collaboration and efficiencies in research by
sharing resources. The director recalled that three of
the Center’s scientists all submitted competing pro-
posals for the same funding: “We wanted the re-
searchers to succeed, but we wanted them to see
how working together could advance not only their
own work but the Center’s objectives.” Thus, the
director brought in a grant and proposals coordinator
whose job it was to “work for the faculty,” support
them in writing the most competitive proposals, and,
importantly, to facilitate researchers working to-
gether. In doing so, they could more effectively
identify research funding opportunities that met
the new mission of the Center and combine their
resources and capabilities to increase the probability
of receiving external funding for the new research.

3.4.3. Step 3
Established one of two revenue engines, the city
enterprise group (revenue engine #1) which, in
turn, established the constituent advisory council
for identifying local constituent issues and chal-
lenges and creating a basis of ownership and sup-
port of the research projects being done locally.

In response to the high level of interest and oppor-
tunities among the local constituencies, Center
management began to build the enterprise capabil-
ity to identify and coordinate fundable research
opportunities in urban or other settings. Leadership
for the Center enterprise capability was initially
assigned to one director but because of the broad
scope, the responsibilities were shared by two di-
rectors: one was charged with identifying and gen-
erating productive new partnerships supported by



BUSHOR-1562; No. of Pages 13

8 C.M. Carnes et al.
the other. Funding for some of the proposals re-
quired additional collaborative partnerships (e.g.,
research universities, private sector companies,
cities, counties, school districts). The city enter-
prise group was established to work with Center
faculty and the management team to bring needed
partners together and to help with proposal prepa-
ration. This step required being proactive. As the
consultant described:

We were the Google search engine. We’d ask
local constituents, “What’s your problem?” and
ask them to let us do the research to provide a
solution. We’d then take basic research that’s
already been done and apply it to their prob-
lem. If we were missing a piece of research,
we’d get them to fund it to get a solution.

In other words, this revenue engine was established
to monetize both existing research and provide
funding for new research that was required to
satisfy local needs. In essence, the problems iden-
tified by local constituents were entrepreneurial
opportunities for the Center in which new services
could be created to provide new sources of revenue.

The second dimension of Step 3 was for the city
enterprise group to organize and convene a constit-
uent advisory council to help identify (1) local
research needs and opportunities, (2) relevant
grants and contracts, and (3) a local constituent
to take ownership for seed funding and positive
political support and influence. Center manage-
ment wanted local constituencies to feel a part
of what was happening at the Center and needed
a vehicle to bring them together. The majority of
the constituent advisory council members were
elected officials from the constituent taxing author-
ities and influential private sector leaders. The
council’s purpose was to (1) identify and prioritize
constituent problems consistent with the Center’s
and Agency’s research capabilities, (2) provide ac-
tive political support for Center requests for state,
federal and other funding to finance research-based
solutions, and (3) facilitate the implementation of
research-based solutions for partners recruited by
the constituent advisory council.

3.4.4. Step 4
Established the technology enabling and commer-
cialization group (revenue engine #2) to support
commercialization of developed solutions with
identification and protection of intellectual prop-
erty.

As leadership responsibilities and Center missions
were defined in Steps 1 and 2, and research was
funded and progressed under the guidance of the
city enterprise group and constituent advisory
council established in Step 3, some of the research
was expected to create new intellectual property
(IP). In fact, the emphasis on being more innovative
increased the probability of creating new intellec-
tual property. At the time, the Agency review pro-
cess for IP was handled totally by a state system
review committee that dealt primarily with pro-
tecting plant materials. Further, the commerciali-
zation engine at the Agency was part of a system-
wide office which had such a large magnitude of
potential IP to evaluate, the timing of which often
required was months or even years, not the more
rapid response needed by the Center in its close,
local working partnerships. Thus, a Center commer-
cialization capability was created to conduct re-
views of Center-based science to generally assure
that the Center’s potential IP had sufficient scien-
tific merit to warrant further efforts for protection
and facilitate communication with the Agency’s
review committee to support faster decisions.

The change in mission was a catalyst for the
development of a commercialization capability.
As the consultant described it:

We were saying that the Agency, and specifi-
cally this Center, was in the business to help the
public solve problems. Previously, we would say
that the agency is in a position to do basic
research so that somebody else can solve a
problem.

These statements represent different mission and
this difference created a need for proactively
establishing local processes to handle potential
Center IP.

3.4.5. Step 5
Focused on improving the functionality and appear-
ance of the science capabilities and buildings at the
Center to ensure that the Center was credible to
the public as a source of information and new
research products.

There was a need for the Center to have legitimacy
in the community as a place to create and provide
access to the cutting-edge research and technology
that it developed as a result of enacting the change
process that enhanced the entrepreneurial behav-
ior of the organization. In the consultant’s words:
“Perceptions matter. It was hard to sell the cities
that we were a place of cutting-edge research when
they’d walk into buildings that were very dated and
in poor repair.” The Center, similar to many others
across the U.S., reflected declining budget support



BUSHOR-1562; No. of Pages 13

Transforming a traditional research organization through public entrepreneurship 9
from traditional agriculture, increased competition
for external grants and contracts, and deferred
maintenance. As such, the Center’s facilities were
in poor condition and some were largely obsolete.
The poor facilities limited acceptance and per-
ceived legitimacy of the Center as a place of cut-
ting-edge research in the community. In light of this
fact, Center management enlisted help from the
Agency director who committed to revitalizing all
Center facilities as an investment in this Center’s
change in business models as a proof of concept.
This investment by the Agency brought the facilities
up to commercially acceptable business standards
and to be on the cutting edge of technologically.
Because this step was a Center priority, it was
initiated at the start of the change process and
remained in progress during the entire time period
under evaluation in this study.

3.5. Outcomes

The Center is one of 13 similar organizations within
the state. The availability of comparable data from
the other 12 organizations allowed the utilization of
a “nonequivalent control group” design (Campbell
& Stanley, 1963; Cook, Campbell, & Peracchio,
1990) to assess the outcomes of this change across
two dimensions: the dollar amount of grants
awarded and the number of proposals submitted.
The 5-step change process to enhance the entrepre-
neurial behavior of the Center was approved in June
2006 and was initiated in 2006 and 2007. All actions
needed to implement the 5-step organizational
change process were fully engaged by 2010.

As shown in Figure 2, the Center averaged
$284,194 annually in awarded grants and contracts
from 2002—2006. In 2007 when the Center’s organi-
zational change process was fully launched,
the Center demonstrated growth in grants and
Figure 2. Grants and contracts for the focal center
contracts over time, obtaining a final number of
$5,088,137 in 2010. While it was an upward trend,
2009 exemplifies a negative outlier with only
$840,628. Discussions with the Center management
suggested that this lower number was likely the
result of award dates occurring later than expected,
thus carrying over into the 2010 year. Regardless, as
the worst performance year, 2009 still represented
approximately 300% of the annual performance
average prior to the changes. The amount of the
proposals submitted from 2004—2010 is depicted in
Figure 3. Furthermore, because of the presence of
all 13 research centers in these data, we were able
to employ a quasi-experimental design by compar-
ing the focal Center’s results to the other 12 centers’
results over the same time period, thereby increas-
ing the validity of the causal arguments explained
herein.

As shown in Figure 2, the focal Center not only
shows a strong, positive trend, it is the only unit
within the Agency to show such a trend line. While
most of the other centers were consistently pro-
ducing more research proposals than the Center
prior to 2006, by 2010 the Center surpassed all
others with a figure of $23,560,064.84, compared
to the next closest amount of $11,969,326.97 by
regional center #9; thus, the focal Center’s total
was still substantially higher (97%). Over the course
of the development of the Center’s entrepreneur-
ial behaviors, the Center increased its dollar
amount of proposals submitted relative the other
12 Agency centers thereby moving from a rank of
12th among 13 in 2006 to a rank of first in
2010. Thus, the results show that, while the other
centers improved their performance and some
declined over these same years, no other center
exhibited a similar and consistent upward trend in
its performance relative to other centers over the
same time period.
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Overall, the results from analyzing the two sets
of data from internal and external sources support
the assertion that the entrepreneurial behaviors
described herein substantially improved perfor-
mance across multiple relevant metrics for the
Center. This quantitative evidence aligns with the
qualitative evidence of the experiences described
by the external consultant and Center director and
reported in the case description.

4. Applying public entrepreneurship
models

In many ways, the development and integration of
entrepreneurial behaviors within the Center re-
sulted in actions that closely resemble the public
sector entrepreneurial model proposed by Sundin
and Tillmar (2008). Specifically, the change process
instituted by the Center focused on identifying the
local (constituent) needs (e.g., reduced state fund-
ing created a greater need for external funding) and
proposed innovative solutions (e.g., the creation of
two revenue engines). Explicitly defining leadership
roles in Step 1 and expanding the mission while
supporting a quality appearance of facilities and
equipment in Steps 2 and 5 created the freedom and
legitimacy necessary for employees at the Center to
engage in behaviors that were unique and innova-
tive compared to the Agency’s other 12 centers. And
finally, though all steps in the organizational change
process used by the Center were instituted in ap-
proximately 1 year, it took 4 additional years of
continually developing and supporting this initiative
for the dramatic increases in the Center’s perfor-
mance metrics to materialize fully. Developing and
supporting entrepreneurial behaviors, particularly
in a highly bureaucratic public organization, is often
not a short-term process; indeed, in this instance,
the employees at the Center persisted until in-
tended outcomes were achieved.

However, while the original outcomes closely fol-
lowed Sundin and Tillmar’s (2008) public sector en-
trepreneurial model, the continual innovation
processes developed as a result of the changes that
flowed from implementing the five-step change pro-
cess are more closely aligned with the other model
proposed by Luke et al. (2010). For example, the
technology enabling and commercialization group
(or revenue engine #2) developed in Step 4 created
a routine and deliberate search for additional inno-
vation and revenue opportunities from previously
developed IP. In addition, the constituent advisory
council created in Step 3 serves to involve citizens to
identify paths for future revenue along with enhanc-
ing the quality and visibility of services that the
Center delivers. Finally, the defined leadership roles
and shared responsibilities, along with the expanded
mission and focus on collaboration in Steps 1 and
2 allowed the Center to consistently innovate for the
purpose of additional revenue, even more specifical-
ly for enhanced efficiency and effectiveness.

This study suggests that both entrepreneurial
models proposed can engender change and innova-
tion in public sector organizations, but the current
public entrepreneurship models may better serve
different purposes. In this experience, the initial
change required the identification of local needs,
the freedom and legitimacy to pursue those oppor-
tunities, and the persistence to overcome expected
and unexpected challenges (i.e., Sundin & Tillmar,
2008). However, the continual innovation and
entrepreneurial behaviors inside the Center also re-
quired the formalized connection with local citizens,
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deliberate searches to identify new opportunities,
and a focus on routines and procedures to enhance
efficiency and effectiveness (i.e., Luke et al., 2010).
The need for balancing different objectives in creat-
ing and sustaining entrepreneurial behaviors is re-
flected in the explorative and exploitative actions
observed in the process described herein, which are
critical to the ongoing performance of an organiza-
tion (Hitt, Ireland, Sirmon, & Trahms, 2011). More
specifically, based on our analysis of this case study,
the theoretical models proposed seem to focus on
more explorative behaviors (i.e., Sundin & Tillmar,
2008) or exploitative behaviors (i.e., Luke et al.,
2010), but the combination of both is critical for a
successful entrepreneurial change.

5. Key lessons going forward

Examining an effective application of public entre-
preneurship in light of the current theoretical per-
spectives suggests some key lessons to help other
public sector managers to engage in public entre-
preneurship and prevent or avoid common chal-
lenges in the process. First, while the focal
Center fundamentally changed its business model
in order to develop and support entrepreneurial
behaviors, it is important to recognize that a new
business model does not mean an abandonment of
the public organization’s original mission. Indeed,
the new approach still placed importance on ad-
dressing and/or solving critically important social
concerns and contributing to the welfare of society
and its citizens. In addition to identifying and ob-
taining external financial support for the research,
the new research organization emphasized the im-
portance of commercializing and/or licensing the
intellectual property–—often collaborating with new
partners to do so. Thus, by engaging in both of these
behaviors, the new business model was simulta-
neously explorative and exploitative with the
two sources of revenue generation (Osiyevskyy &
Dewald, 2015). Managers of public sector organiza-
tions interested in pursuing change by designing and
implementing a change process to develop and
support ongoing entrepreneurial behaviors might
consider creating multiple systems, or engines, of
revenue that can simultaneously and deliberately
search for and create valuable innovations.

Another key lesson that emerged was dealing
with differing time frames; specifically, the speed
at which the public and private entities moved
created challenges that had to be addressed. Work-
ing to align different time frame expectations
had to occur both internally and externally. For
example, within the focal Center, researchers were
accustomed to being evaluated annually, or over
even longer time periods, and did not want to
engage in more frequent discussions regarding work
done to accomplish their stated goals. Turning the
evaluation process into a negotiation and increasing
visibility of actions across the entire Center were
necessary to assure employees that the evaluations
did not mean losing autonomy, but rather allowed
them to create a shared purpose and achieve great-
er coordination. Another instance of timeframe
challenges occurred in obtaining patents for the
intellectual property created. Researchers were
motivated to publish any new IP rapidly and local
constituents wanted access to the solutions they
helped fund; but, to support the business model on
both sides, patents had to be obtained first. This
tension was exacerbated by a distant and slow
system-wide office of technology commercializa-
tion. A key factor in the revenue engines’ success
came from addressing these conflicting timeframes
by developing a unit within the Center to proactive-
ly collaborate and communicate with the Agency’s
office to enable faster decisions.

Engaging in such a vast business model change
required all employees’ acceptance of and commit-
ment to the shared goal (i.e., buy-in) to enact and
engage in the subsequent processes. While impor-
tant in both private and public entrepreneurship
(Kuratko, 2015), the issue of buy-in is often magni-
fied in the public setting–—and specifically this in-
stitution–—due to structural characteristics that
prohibited the Center from terminating employees
who did not support the change and even might
work to forestall it. Without the ability to remove
employees who were inhibiting change, buy-in be-
came critical from everyone involved. This critical
need for gaining buy-in to promote public entre-
preneurship extended beyond the organization’s
boundaries. In discussing Center performance, the
consultant recalls that the:

[Agency director] was amazed by our success.
But it also riled many others. As we continued
to perform better, we were faced with in-
creased push back from other centers and
leadership outside of the direct line of report-
ing. We had to tread carefully.

Though the Center had the Agency director’s ap-
proval, the layers of administration between the
two levels created challenges in the communication
and coordination of processes. Overall, in the case
of public entrepreneurship and even more so than
with entrepreneurial efforts undertaken in private
for-profit organizations, “any lack of buy-in, inter-
nally or externally, was a major threat to the suc-
cess of our Center’s goals.”
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A final key lesson overlooked in both of the
existing public entrepreneurship models described
herein is the importance of quickly formalizing the
processes and procedures needed to support en-
trepreneurial behavior. While flexibility is often
paramount in new ventures, in public enterprises
the ability to routinize behavior creates a system-
atic way to communicate, increases visibility across
the organization, and creates a shared vision with
individual accountability. In other words, develop-
ing routines helped the Center balance both explor-
ative and exploitative entrepreneurial behaviors by
integrating the entrepreneurial efforts into all em-
ployees’ regular tasks. This may seem contradicto-
ry, but this lesson suggests that the new actions
taken to develop and support entrepreneurial be-
haviors within the organization need to be integrat-
ed into routines in order for employees to regularly
enact the desired entrepreneurial actions. Using
processes to establish goals and evaluation tools
was paramount to changing behavior. Our final
takeaway highlights the importance of balancing
explorative and exploitative entrepreneurial be-
haviors simultaneously not only in the business
model but also in employees’ regular tasks.

6. Summary

The changing funding climate described in our case
study is not a unique experience for organizations,
public or private. Stevenson, Kuratko, and Eutsler
(2018) found that the funding climate is changing
across theU.S. such that industries and regional areas
underserved by venture capital seem to have shifted
toward alternative sources such as crowdfunding.
Following this shift in the private business climate,
public organizations in sectors such as agriculture or
in rural geographic regions may also need to seek
novel forms and sources of funding as government
allocations continue to contract. The case study
presented herein highlights one path for seeking
alternative funding by engaging the local community
both as a source of support and seed funding (i.e.,
revenue engine #1). However, future research might
further explore how public organizations specifically
can leverage their communities and constituents for
novel forms of funding to help mitigate eroding fed-
eral and state allocations. In particular, they may
seek funding from some of the newer sources for
fundingentrepreneurialefforts such ascrowdfunding
(i.e., Josefy, Dean, Albert, & Fitza, 2017).

In addition, this study focused on the develop-
ment of entrepreneurial behaviors in a public orga-
nization; however, there is an opportunity to
expand on this work by focusing on how public
organizations might develop and foster an entrepre-
neurial orientation (Covin & Lumpkin, 2011). Many
of the behaviors that are considered to be innova-
tive, proactive, and demonstrate a willingness to
accept strategic risks are integrated within an en-
trepreneurial orientation. An entrepreneurial ori-
entation also includes autonomy and competitive
aggressiveness and represents an enduring en-
trepreneurial culture in an organization. However,
recent research highlighted how firms adopt various
configurations of these five characteristics in re-
sponse to their environment (McKenny, Short,
Ketchen, Payne, & Moss, 2018). Future research
could explore the benefits and challenges of devel-
oping an entrepreneurial orientation in public orga-
nizations given their unique environment, culture,
and mission as compared to private firms.

Thirdly, our case study suggests that the two major
models for public entrepreneurship may be inade-
quate ontheirown; both explorative and exploitative
actions are needed. Future research needs to exam-
ine the importance and value of integrating these two
models in public organizations. Does integrating the
two models when properly implemented always pro-
duce a more entrepreneurial organization? Alterna-
tively, are there types of public organizations in
which one model is more effective than the other?
If so, what are the contingency variables that deter-
mine the appropriate model?

Although these research questions flow particu-
larly from the research described herein, there are
likely a number of other potentially valuable re-
search questions on public entrepreneurship that
could be addressed. Such work could provide valu-
able contributions to public entrepreneurship re-
search and practice.

While organizational and institutional inertia can
be difficult for entrepreneurial change agents to over-
come,theperformanceimplicationscanbesignificant
as noted in our study. A thorough analysis of a success-
ful change process to enhance entrepreneurial behav-
iors in a public setting using entrepreneurship theory
highlighted the applicability of existing public en-
trepreneurial models depending on organizational
goals. Furthermore, integrating our case study with
entrepreneurship theory provided some important
lessons that can be used in future applications of
entrepreneurship in public sector organizations
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