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Abstract

The paper discusses the significance of diversified funding for transforming universities 
into entrepreneurial organizations. Paper looks at the international experience of trans-
forming higher education institutions (HEIs) into entrepreneurial organizations and the 
situation in Georgian private and public universities in this regard. To achieve stated 
goal of the research about analysing the situation in Georgia, questionnaire was de-
veloped and employees of higher education institutions and business companies were 
interviewed. Survey results showed that universities in Georgia are not entrepreneurial 
and the same survey results displayed the problems that exist in Georgia in this regard. 
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mental characteristics for entrepreneurial universities to 
have a strong position against their competitors. Through 
having private funding resources, universities have ac-
ademic freedom for choosing their research agenda. Re-
search conducted by universities can lead to economic 
development with deep and complex relationships with the 
private and government sectors.

The purpose of the study is to investigate the interna-
tional experience of transforming universities into entrepre-
neurial organizations, to demonstrate the characteristics of 
transformation and to emphasise the significance of diversi-
fied funding for development of entrepreneurial higher edu-
cation institutions, as well as to find out the possibilities and 
alternatives of funding for overseas universities. The study 
also aims at investigating the situation in Georgian universi-
ties in respect of conducting entrepreneurial activities.

Universities in Georgia were expected to lack the coop-
erative relations with business companies within the scope 
of which higher education institutions could provide busi-
ness sector with useful knowledge, research results that in 
turn would promote innovations and the economic growth 
of the country. Cooperation on the other hand would create 
new possibilities of funding for higher education institutions. 
Based on the expectations above, there were another logi-
cal expectations that Georgian universities heavily depend 
either on government funding or on the students’ tuition fees 
and therefore have no financial independence in their re-
source planning.

Introduction

Entrepreneurial university is a central force that drives cre-
ativity, innovation and economic growth. Entrepreneurial 
universities play a significant role in the process of enhanc-
ing country’s competitive advantage and creating wealth in 
the economy as well as in transferring the knowledge from 
universities to commercial application (Fayolle & Redford, 
2014).

Entrepreneurial capacity for each university is new op-
portunity of dynamic changes. Due to differences in orga-
nizational culture and leadership, the process of building 
the entrepreneurial organization differs from one country 
to the other or from one university to the other. Successful 
implementation of transformation of universities into entre-
preneurial organization strengthens university autonomy, 
university unity, educational achievements and achieve-
ments in transferring research to commercial practice in the 
environment.	

Diversified funding of HEIs is considered as one of the 
main pathways toward entrepreneurship. This refers to the 
capacity of universities to diversify their incomes to avoid 
financial dependence on government funding. Funding di-
versification leads to self-reliance and autonomy of univer-
sities, they gain significant freedom in how they spend their 
resources. As a result, in the process of encouraging devel-
opment of entrepreneurial universities, through diversifica-
tion of funding, universities seek to become more self-reli-
ant in resource planning. 

Private financial resources, government financial re-
sources and innovative financial resources are the funda-
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Based on the review of the literature the following re-
search questions were shaped in the paper:

1. Are entrepreneurial universities promoting economic  
development of country?

2. Does funding diversification promote cooperation of 
HEIs with business companies?

3. Are HEIs and business companies collaborating in 
Georgia?

4. Do HEIs in Georgia have alternative ways of funding 
other than government funds or students’ tuition fees?

5. If business companies in Georgia do not cooperate 
with HEIs, what are the reasons of this?

Entrepreneurial universities are relatively new concept 
in higher education system of Georgia. The novelty of the 
research is the attempt to analyse positive impact of en-
trepreneurial activities of universities, characteristics and 
possibilities of transforming universities into entrepreneurial 
organizations and the importance of funding diversification 
for development of entrepreneurial universities that is still 
less familiar concept for our country’s education system.

Literature Review on the Essence of
Entrepreneurial University and
its Significance

In the classical model of the university, the importance is 
given to research and teaching, production and transmis-
sion of knowledge within a society. The economic and social 
valorization of knowledge produced by researchers within 
universities, set up the need for strategies, structures and 
mechanisms within universities that promote and reinforce 
knowledge transfer to the private sector, via divers avenues: 
patents, licensing, and facilitating academic spin-offs and 
start-ups, among others. Developing more entrepreneurial 
orientation and culture is needful for universities, and uni-
versity researchers need to become increasingly entrepre-
neurial. This new model gives a greater importance to the 
relationships between three types of stakeholders: govern-
ments, universities and businesses. In the modern knowl-
edge economy the entrepreneurial university is seen as a 
central force that drives innovation, creativity and economic 
growth (Fayolle & Redford, 2014).

Peterka (2011) states that “Entrepreneurial character of 
the university, because of its relationship with the stakehold-
ers, and the concern for development of the environment 
(internal and external), contributes to the creation of a good 
university image, which plays a very important role in univer-
sity’s development. A positive university image is the main 
driving force that brings more students, greater number of 
projects, and thus larger income, necessary for functioning 
and development of the university” (Peterka, 2011, p. 555).

According to Etzkowitz (2008), entrepreneurial univer-
sity can be expressed in a set of inter-related actions: (1) 
the capitalization of knowledge becomes the basis for eco-
nomic and social development and, thus, of an increased 
role for the university in society, (2) the correlation with the 

government and industry, what Etzkowitz calls the “triple 
helix” model, (3) the university independence, (4) setup of 
hybrid organizational formats that incorporate business sec-
tor practices and those of “traditional” universities, and (5) 
the current renovation of the university’s internal structure 
as its relationship to the industry and government changes 
(Etzkowitz, 2008).

Fayolle and Redford (2014) state that entrepreneurial 
university concept is best used when institution is formu-
lating a strategy by both focusing on academic goals and 
by transforming knowledge produced at the university into 
economic and social utility. It must not only incorporate en-
trepreneurship education but also define how start-ups are 
supported at the university. There is clearly a need for more 
entrepreneurial universities. Despite the growing commit-
ment of universities to this strategy of research commercial-
ization and technology transfer in the developed countries 
there is strong resistance to change in the university (Fay-
olle & Redford, 2014).

Universities have always been acknowledged as import-
ant drivers of economic development. Traditionally, univer-
sities have contributed indirectly to economic development 
by disseminating knowledge across academics, students, 
and by providing educated and qualified personnel to indus-
tries. However, a shift in the primary missions of universities 
is making these take a more active role in economic devel-
opment. Creating, transferring and commercializing knowl-
edge generated by universities is one of the new proposed 
roles (Lopez, 2013).

The positive and supportive effect of entrepreneurial 
universities over economic development of countries is ac-
tively discussed by scholars.

Peterka (2011) declares that creation of entrepreneurial 
university contributes to the economic development of the 
region in which it operates and knows how to adapt to en-
vironmental conditions that are constantly changing. Entre-
preneurial university is integrated and above all, responsi-
ble to the environment in which it operates (Peterka, 2011).

Using knowledge better than competitors is the key 
to success on today’s global market and for surviving in 
the global market, investment in development of coun-
try’s knowledge base is inevitable. Countries will be able 
to decrease the gap that separates them from industrially 
developed countries with educated and qualified people. 
Peterka (2011) describes that society needs the answer to 
challenges brought by globalization and in this process ed-
ucation has the critical role. It is the base for the develop-
ment of knowledge-based economy; it is guarding research 
and analysis, which make it possible to face the oncoming 
problems and opportunities. Many international institutions 
and the World Bank recognizes the role of knowledge and 
education for social and economic development. Building 
of country's technical and professional capacities, diffusion, 
creation and utilization all for this education is the funda-
mental. The role of education in general and of tertiary ed-
ucation in particular, is now more influential than ever in 
the construction of knowledge economies and democratic 
societies. Tertiary education, in its training, research, and 
informational role, is vital if countries are to adapt to these 
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far-reaching changes. Tertiary education is indicated as vital 
because it has a direct influence on national productivity, 
which is the guarantee of quality and the ability of the coun-
try to compete and participate in globalization processes 
(Peterka, 2011).

Levine (2009) states that “the entrepreneurial university 
model amalgamates three theories of economic develop-
ment: 

1. “Endogenous growth theory” which argues that the 
stock of knowledge and technological innovation are the 
key determinants of the rate of economic growth; that ideas 
and technological change produce “in creasing returns”.

2. “Competitiveness” theory popularized by Michael Por 
ter (1998), in which regional prosperity flows from estab-
lishing competitive advantage for local firms in particular 
industry “clusters”.

3. “Market triumphalism,” in which the university be-
comes part of an “everything for sale” culture. The univer-
sity focuses “on knowledge less as a public good than as a 
commodity to be capitalized on in profit-oriented activities”. 
A strong private market-orientation of universities, including 
“partnerships” with local businesses and extensive busi-
ness elite involvement in university management, purports 
to serve the wider community interest by promoting eco-
nomic growth” (Levine, 2009, p. 10).

Many scholars agree on major characteristics of entre-
preneurial universities:

Peterka (2011) summarizes the characteristics of suc-
cessful entrepreneurial universities as follows:

1. In order for university to become entrepreneurial, 
each of its parts has to become entrepreneurial; each of 
its employees, each department should share a common 
vision and values.  It is essential for creation of an entrepre-
neurial university;

2. University’s leadership capacity is an important factor 
in transformation of university to entrepreneurial university. 
Strong leadership promotes transformation, helps fast rec-
ognition of changes in the environment, responds to them 
and focuses on the increasing and changing demand for 
university’s services;

3. Ensuring financial independence that considers 
finding the sources of funding other than state is another 
important characteristics of creating entrepreneurial uni-
versity. It means universities develop third-stream income 
without complete commercialization or without compromis-
ing its mission and quality of its activities;

4. For creating successful entrepreneurial culture univer-
sities should develop partnerships and connections with the 
world outside the university. This ensures transfer of knowl-
edge and technology, establishment of connections with 
business world, maintenance of connections with alumni, 
attraction of additional sources of funding (Peterka, 2011).

Kwiek (2009) describes European universities trans-
forming process over a period of 10-15 years and shows 
few elements that differentiate them from others.

At the beginning Kwiek designates diversified funding 
as one of the most important characteristics of transform-
ing universities into entrepreneurial universities. Funding of 
entrepreneurial universities is diversified by means of three 
streams of income: mainline support from government, 
funds from governmental research councils, and all other 
sources called “third-stream income”. The focus of pub-
lic universities in the last twenty years have been on the 
second and the third streams of income, whereas private 
institutions in Europe find it hard to be entrepreneurial as 
their faculty and academic units do not compete globally 
or nationally for outside research funding. And the role of 
competition with others is vital to the entrepreneurial char-
acter of an academic institution. The road to excellence in 
research is difficult to follow, especially when it refers to ex-
ternal funding, but realizing that prestige and reputation of 
an institution accumulates when significant and internation-
ally relevant research is done (Kwiek, 2009).

Seeking third-stream sources has become a very pow-
erful trend for entrepreneurial universities in the Nether-
lands, the UK, Sweden, and Finland, as well as in several 
transition countries including Poland. University of Warwick 
in the UK and Twente University in the Netherlands are 
demonstrating the importance of all academic units to be in-
volved in seeking external funding for research (consulting, 
patents and licenses, short courses, and from fees paid by 
international students). Support from other public agencies, 
support from large business firms, engagement with small- 
and medium-sized firms, philanthropic foundations, profes-
sional associations, university endowment income, univer-
sity fundraising from alumni and willing supporters, student 
tuition and fees for foreign students, graduate students are 
considered to be new sources of income for European en-
trepreneurial universities (Kwiek, 2009).

Academic entrepreneurialism is associated with risk-tak-
ing, institutions have to cope with a high level of risk on a 
daily basis. Risks can be diverse, but for private institutions 
the major risk is a financial one, related to student num-
bers (Kwiek, 2009). However, as mentioned before Peterka 
(2011) states that entrepreneurialism contributes to the cre-
ation of a good university image, that promotes attraction 
of students, projects and thus ensures enlargement of in-
come. Thus diversification of funding supports creation of 
entrepreneurial universities that in turn enhances attraction 
of finances.

Besides above mentioned elements Kweik (2009) 
names transforming traditional universities culture as anoth-
er important aspect of successful entrepreneurial university.

Responsibility and autonomy of universities are anoth-
er two undivided characteristics of entrepreneurial univer-
sities. University autonomy paves the way to the freedom 
in choosing research approach and formulating educational 
programs, which meet future needs for specific competen-
cies. Responsible behavior of the university implies caring 
for the needs of the environment, desire to implement proj-
ects which will contribute to solving problems in the envi-
ronment (research and educational). In the model of entre-
preneurial university all parts of a system cooperate under 
strong collegial leadership which is a precondition of mutual 



38

Journal of Business; ISSN: 2233-369X; e-ISSN: 2346-8297; Volume 5, Issue 2, 2016
Sophio KHUNDADZE, Sophiko JANELIDZE

connection of each component and value determinant. It 
also provides openness towards the environment (Peterka, 
2011).

In addition, Peterka (2011) characterises entrepreneur-
ial university as always oriented on future change. Its man-
agement is aware that if market position is once captured it 
does not last forever. This constantly forces entrepreneurial 
universities to seek more effective methods of adapting and 
responding to the changes in the environment (Peterka, 
2011).

Estermann and Pruvoy (2011) state that “The ability to 
allocate and manage financial resources freely, to establish 
partnerships and raise income from the private sector are 
crucial elements to ensure a university’s long-term financial 
health” (Estermann & Pruvoy, 2011, p. 17).

Diversified funding does not only lead to university’s au-
tonomy, but it should also ensure responsible behaviour of 
universities. These are the characteristics of entrepreneur-
ial universities. Only through responsible behaviour towards 
environment, universities can obtain the right of freedom 
and autonomy in performing their activities. Responsible 
behaviour of the university means caring for the needs of 
the environment, endeavour to implement projects, which 
will help to solve problems in the environment (research 
and educational). University autonomy considers having 
a complete freedom. It is important in choosing research 
approach and expression of positions based on conducted 
research, and in forming educational programs that meet 
future needs of the environment for specific competencies 
(Peterka, 2011).

EUA (European University Association) and its mem-
bers identified ten key success factors for European uni-
versities in the next decade at 2009 Prague Declaration. 
One of them highlights the importance of “increasing and 
diversifying income: to achieve financial sustainability, by 
implementing sound accounting practices that identify the 
full costs of all activities. Diversifying the income portfolio 
and securing adequate public funding thus provides the ba-
sis to fulfil the university’s core missions over the long term" 
(Estermann and Pruvoy, 2011, p. 17).

Estermann and Pruvoy (2011) support the same idea 
that diversity in the funding structure is an important step 
for entrepreneurial universities to achieve financial sustain-
ability. According to them generating additional income is 
a fundamental for institutions’ balanced income structure. 
Financial sustainability aims to ensure that university’s aca-
demic goals are reached by guaranteeing that the institution 
produces sufficient income to enable it to invest in its future 
academic activities.

According to Estermann and Pruvoy (2011) income di-
versification has a positive impact for:

1. Autonomy in staffing matters – setting salary levels of 
academic and administrative staff;

2. Decreasing the risks associated with dependence on 
a given funder - additional resources enable universities to 
invest strategically in otherwise overlooked areas.

Entrepreneurial universities have big challenges which 
increase competition but also provide new opportunities 
for activity expansion. These drive institutions to seek ad-
ditional funding sources. Income diversification may be 
strategically used to develop activities and respond to new 
missions, as it may reinforce the position of an institution 
on the local, national or international stage by supporting 
its competitiveness. Developing additional funding streams 
becomes necessary to lightening negative consequences of 
an unexpected fall in income (Estermann & Pruvoy, 2011).

Research Methodology and Research Tools

The study employs qualitative research methodology. In or-
der to compare the result of the analysis of literature about 
funding diversification in universities of Georgia with the at-
titudes of Georgian universities, the research participants 
of several universities in Georgia were selected through 
purposeful sampling. The research findings cannot be gen-
eralized, however, qualitative approach allowed to study the 
research problem from different perspectives.

In order to achieve research results study employed 
secondary and primary data analysis. Under secondary 
data analysis existing literature about transferring universi-
ties into entrepreneurial universities, the characteristics of 
the process, the roles of diversified funding in the process 
of transferring universities into entrepreneurial organiza-
tions and the funding alternative of overseas and Georgian 
universities were studied and analyzed. 

As for the primary data analysis, data about current at-
titudes of Georgian universities and business companies 
was collected through two different questionnaires – one 
was developed for employees of universities in Georgia 
(questionnaire consisted of two sections – section I (en-
trepreneurial activities fulfilled by the HEIs in Georgia) ad-
dressed to faculty representatives responsible for social 
activities who could provide useful information about col-
laborations with business companies and section II (alter-
native of funding in universities of Georgia and perception 
of the role of diversified funding by university administration 
in becoming an entrepreneurial universities) addressed to 
university chancellor or financial directors who could pro-
vide information about funding diversifications of universi-
ties in Georgia. Second questionnaire (perception of the 
role of Georgian HEIs by market participants in country’s 
economic development) was developed for representatives 
of business companies to collect the information about their 
attitude and desire to collaborate with Georgian universities. 
Consequently, the data about current situation in Georgian 
universities concerning entrepreneurial activities and fund-
ing diversification was collected through questionnaire #1 
and the data about attitude of business companies in Geor-
gia toward collaboration with universities and their read-
iness to finance this collaboration was collected through 
Questionnaire #2. 

Second questionnaire was about perception of the role 
of Georgian HEIs by market participants in country’s eco-
nomic development.
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Questionnaires were developed based on the research 
questions that were shaped through research problem that 
was formulated after literature review and analysis. The aim 
of the survey was to find out the current attitude of Georgian 
universities toward collaboration with business companies, 
current alternatives of funding of Georgian universities and 
the attitudes of business companies toward possibilities of 
collaboration with universities. 

Within the scope of research collected data was ana-
lyzed and based on the analysis conclusions and recom-
mendations were framed and presented.

Research Participants and Data Collection

The collection of the data occurred primarily by means of 
face-to-face individual interviews, telephone interviews and 
the questionnaires sent through electronic mail. The mem-
bers of the focus group were representatives of higher ed-
ucational institutions and business companies of Georgia.

Universities were selected from both private and pub-
lic sectors of higher education. Five private universities 
(International Black Sea University, Free University, Cau-
casus University, University of Georgia, Grigol Robakidze 
University) and four state universities (Tbilisi Medical State 
University, Ivane Javakhishvili Tbilisi State University, Iakob 
GogebashviliTelavi State University, Gori State Teaching 
University) of Georgia and ten different business compa-
nies (Beko, Avon Georgia, VTB Bank, World Vision Geor-
gia, Live Branding, Remax Georgia, Favorite Print, Bank of 
Republic, First Online Market Company in Georgia, Aviation 
Private Custom-house ) were randomly selected for survey.

University employees were purposefully selected. Re-
spondents were Deans, Vice-deans for Social Activities, 
Head of Post Graduate Studies, Academic Program Coor-
dinators, Head of PR department and the Chancellors or 
Financial Managers of the universities. Purposeful selection 
of respondents ensured collection of data from the informed 
audience that in turn increased the possibility of collecting 
qualified opinion and valuable data.

Out of 21 questionnaires (Section I of Questionnaire #1) 
distributed among 9 university representatives of Georgia 
(5 private and 4 state universities) 19 questionnaires filled 
out properly were collected back form 8 universities (4 pri-
vate and 4 state universities). Free University refused to 
collaborate and consequently it did not participate in survey. 
There were telephone conversations (with 2 respondents 
from Caucasus University) and face-to-face interviews (with 
9 respondents from 8 universities) as well. In some of the 
universities not all faculties participated in the survey. As 
for the diversification of funding and the financial support 
from business companies (Section II of Questionnaire #1) 
the Chancellors of International Black Sea University, Grigol 
Robakidze University, and the Financial Managers of Tel-
avi State University, Gori State Teaching University, Ivane 
Javakhishvili Tbilisi State University, Caucasus University, 
Tbilisi Medical State University participated in research. 
Chancellors and Financial Managers from both private and 
state universities were interviewed face-to-face.

Information about financial support from business com-
panies were collected from business companies of Georgia 
as well. Questions from questionnaires #2 about perception 
of the role of Georgian HEIs by market participants in coun-
try’s economic development, were asked to 10 employees 
(representatives of top management) of 10 companies 
(Beko, Avon Georgia, VTB Bank, World Vision Georgia, 
Live Branding, Remax Georgia, Favorite Print, Bank of Re-
public, First Online Market Company in Georgia, Aviation 
Private Custom-house). Questionnaires were mostly dis-
tributed through e-mail (8 respondents of 8 companies), 
however there were telephone conversations as well with 
corporate managers of 2 companies, BEKO Georgia and 
Avon Georgia. Out of 8 questionnaires from 8 companies all 
8 properly filled out questionnaires from all 8 business com-
panies were collected back. Actually none of the business 
companies rejected to cooperate and take part in research. 
Companies were randomly selected, however employees 
were purposefully selected. Respondents were top manag-
ers of organizations, PR managers, directors and also own-
ers of business companies. Intentional restriction of busi-
ness representatives ensured again collection of data from 
informed audience, who would have full information about 
the collaboration with universities in case there is such a 
collaboration or who can be the decision makers whether 
to cooperate or not with universities, how to cooperate or 
whether to pay for this cooperation or not.  

University representatives (Deans, Vice-deans for So-
cial Activities, Head of Post Graduate Studies, Academic 
Program Coordinators and Head of PR department)  of both 
state and private universities were asked if they carry out 
entrepreneurial activities or if have any type of collabora-
tion with business companies, whether the collaboration 
happens regularly or not. They were also asked for their 
opinion about the possibilities of cooperation with market 
participants in terms of conducting some research for them 
or supplying any other type of service to them and if this 
type of collaboration would support their development and 
economic development of country in general.

University Chancellors or Financial Mangers through in-
terviews were asked if their universities have ever received 
any type of financial support or financial reimbursement 
from market participants for conducting an entrepreneurial 
activities and if they have received then whether it was a 
significant financial support or not.

As for the interviews with business companies, ques-
tions addressed to them were again about the collaboration 
between universities and business companies. They were 
asked if they have any type of collaboration with HEIs and 
do they ever spent some funds on receiving service from 
HEIs or not. In case of negative answer representatives of 
business companies were asked for the reasons of non-col-
laboration. They were also asked for what universities can 
do to increase their interest toward the cooperation with 
universities in Georgia or what those services they would 
pay for to HEIs are. The opinion of business representatives 
about the role of the government in promoting the process 
of collaboration between universities and business compa-
nies and the possible ways of supports from government to 
motivate them to collaboration with HEIs in Georgia were 
also collected.
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Analysis of Data

Respondents from International Black Sea University, Cau-
casus University, University of Georgia, Grigol Robakidze 
University, Tbilisi Medical State University, Ivane Javakhish-
vili Tbilisi State University, Iakob Gogebashvili Telavi State 
University, Gori State Teaching University were first asked 
whether they are involved in entrepreneurial activities or if 
they have collaboration with business companies. The re-
sults of the first question showed that every university is 
involved in entrepreneurial activities to a certain extent (see 
the Table 1.1.). 

Table 1.1. The Results of the Survey about Carrying out Entrepreneurial 
Activities and Receiving Request Order for Service from Companies

The next question was about describing their collabo-
ration with market participants. In International Black Sea 
University’s collaboration with business companies is con-
sidered the memorandums signed between faculties and 
business companies. Companies are financing competi-
tions on faculties. For example, in 2015 Singular financed IT 
competition, they gave 2000 Gel to winner team. Respon-
dents from every university under the study mostly named 
students’ internship programmes as the most usual way 
of collaboration between HEIs and business companies. 
Among the ways of collaboration respondents from univer-
sities under the study named invitation of business practi-
tioners by the faculties to share their practical knowledge 
and entrepreneurial experience to students. Different type 
of collaboration was named by Tbilisi State University, re-
spondents stated that university carries out entrepreneurial 
activities in terms of participating in researches financed by 
national centres and in programmes financed by interna-
tional organizations. For example, in 2010-2013 Tbilisi State 
University participated in the scientific research financed by 
international foundations. The research about endopheno-
type was financed by Lausanne University (Switzerland) 
and by the Innovative Medical Centre (Lithuania). 

The next question was about frequency of collaboration, 
university representatives were asked whether the collab-
oration with market participants carry regular or one-time 
character and all university respondents had one and the 
same answer that the collaboration they have named above 
carry a regular character.

To the question about whether universities have ever 
received a request order from a specific business company 
or from any participant of the market to supply any type of 
service to them, all the respondents under the study gave 
negative answers (see the Table 1.1.). 

Respondents of the universities under the study were 
asked to provide some probable reasons why market partic-
ipants are not interested in collaborating with HEIs in Geor-

gia. None of the respondents were able to give an answer 
to this question and to provide some reasons of this attitude 
of business companies.

As for the next question, universities were asked if they 
can help market participants in terms of conducting some 
research for them or supplying any other type of service to 
them that would support their development and economic 
development of country in general. All the respondent from 
the universities under the study completely agree that they 
can provide high quality researches for businesses. Re-
spondents from every university under the study declared 
that not only academic staff, but students as well at junior 
or senior level already have sufficient knowledge to pro-
vide businesses with business-related consultations or to 
help them develop business plans. In addition, respondents 
think that researchers from universities can obtain valuable 
data through their studies and therefore, can give qualified 
recommendations to business entities. Respondents from 
Tbilisi State University declare that their long-term goal is 
to develop the research capacity to successfully compete 
with other universities in obtaining grants for their research 
activities.

Through last question from section I respondents were 
asked for their opinions about what can be done by the HEIs 
to motivate market participants to collaborate with HEIs of 
Georgia. The only answer from universities was that all big 
companies must spent some money on research and devel-
opment of their fields, in this case university is a very good 
place to invest their money. All the respondents form univer-
sities under the study expressed their readiness for this kind 
of collaboration with business companies.

Questions from section II was for employees respon-
sible for financial management of HEIs. They were asked 
about whether their universities have ever received any 
type of financial support or financial reimbursement from 
market participants for conducting an entrepreneurial ac-
tivities. Respondents from all universities under the study 
except one, say that there is no funds paid to them by mar-
ket participants for any type of service performed by them 
and that there is no collaboration of this type (see the Table 
1.2.). Only Ivane Javakhishvili Tbilisi State University has 
received financial support for their researches, but not from 
businesses but from state.

Table 1.2. The Results of the Survey about Receiving Financial Support
from Business Companies by HEIs of Georgia

Next two questions were automatically rejected by Fi-
nancial Managers of all universities other than Financial 
Manager of Tbilisi State University. And it was logical, as 
the second question requested to name the parties who 
have ever paid funds for services that university has per-
formed for them and third question requested to name the 
percentage share of university’s total revenue earned by 
them from entrepreneurial activities. Financial Manager of 
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Tbilisi State University said that they have received funds 
from international research funds. As for the question about 
the percentage share of university’s total revenue earned 
from entrepreneurial activities the respondent from Tbilisi 
State university declared that the amount their university 
earns from entrepreneurial activities (from international re-
search funds) amounts from 5% to 15% of university’s total 
revenue.

To the question four “do you agree that allocation of 
funds from businesses will help your university to become 
more entrepreneurial university and thus more useful mem-
ber of society and economy?”, the chancellors/deans of 
International Black Sea University, Caucasus University, 
University of Georgia, Grigol Robakidze University, Tbilisi 
Medical State University, Iakob Gogebashvili Telavi State 
University, Gori State Teaching University gave positive 
answers and they completely agreed that universities will 
better transform into entrepreneurial organizations with this 
type of collaborations and funding from businesses. Finan-
cial support will help universities to develop their planned 
activities, objectives and to be useful member of society. 
Tbilisi Medical State University declared that allocation of 
funds from businesses will help universities to have addi-
tional funding which will be completely devoted to entrepre-
neurial activities among students and teachers. 

The first question of the questionnaire number two, filled 
out by business companies, was about their experience 
of having any type of collaboration with HEIs of Georgia. 
50% or half of the respondents (Avon Georgia, VTB Bank, 
World Vision Georgia, Bank of Republic, First Online Market 
Company in Georgia) answered that they cooperate with 
universities in Georgia and the other half, specifically, Beko, 
Live Branding, Remax Georgia, Favorite Print and Aviation 
Private Custom-house answered that they never had any 
type of collaboration with HEIs (see the Table 1.3.). 

As a result, following four questions were automatically 
rejected by Beko, Live Branding, Remax Georgia, Favor-
ite Print and Aviation Private Custom-house. The question 
number 2 that was rejected by them requested to describe 
what kind of collaboration businesses have with HEIs, ques-
tion number three was about the frequency of collaboration, 
the question number four was about the case of sending 
funds by them on receiving any type of service from HEIs 
and the last question which was automatically rejected was 
about the amount of funds or the percentage share of their 
income spent for cooperating with HEIs.

As mentioned above the respondents from Avon Geor-
gia, VTB bank, World Vision Georgia, Bank of Republic, 
First Online Market Company in Georgia stated that they 
collaborate with HEIs in Georgia. As for the character of col-
laboration all of them, except First Online Market Company 
in Georgia, named one and the same way of cooperation 
with HEIs, they offer students internships in their companies 
and in most of the cases they employ them later. Respon-
dent from Avon Georgia declared that they have following 
relationship with HEIs: Avon involves students in the events 
and activities connected to Avon’s charity program “fight 
against cancer” within the scope of which they are inviting 
students to take a public walk with them against breast can-

cer. At the same time they are providing information about 
risks of this decease and about the ways of avoiding breast 
cancer. The director of First Online Market Company stated 
that he had attempts to have collaboration with one of the 
HEI in Georgia when his company was planning to enter 
the market. He wanted to explore the market and to find out 
the steps of entering the market, but he was demanded to 
pay 6000 GEL for this research, which was a big amount of 
money for their start-up business. Therefore, the coopera-
tion with higher education institution could not take place. 
As for the third question about frequency of the collabora-
tion his answer was “it happened once”. Avon Georgia, VTB 
bank, World Vision Georgia and Bank of Republic answered 
that their collaboration with institutions happens regularly. 
Even the second half of the companies claiming to have 
cooperation with HEIs in Georgia had negative answer for 
question number four. They have never spent any amount 
of funds on receiving service from HEIs (see the Table 1.3.). 
Consequently, these companies could name the percent-
age share of their income spent by them on collaboration 
with HEIs. 

Table 1.3. The Results of the Survey about Collaboration of Business
Companies under the Study with HEIs of Georgia and Spending Funds by 

them for Service from HEIs

In case companies have no cooperation with HEIs in 
Georgia they were asked to explain the reason of this. Only 
those 50% of business companies giving negative answer 
to the first question about having cooperative relations with 
HEIs answered this question and all of them declared that 
they have just never thought of that possibility.

Respondents from business companies under the study 
were also asked about what can be done by HEIs to make 
them interested in collaboration.  Respondent from Avon 
Georgia noted that their company always makes decision 
on the base of results and through the analysis of proba-
ble risks, the management of the company has to be sure 
that they will receive promised results of services in the 
way it was planned and expected. In order to make them 
interested in collaboration with HEIs they must be sure that 
university can supply useful service to their business. The 
respondent from Aviation Private Custom-house answered, 
that universities should follow the example of China and 
send their staff and students to developed countries for 
upgrading their qualifications, and after they return back, 
universities will have possibilities to offer good services to 
business companies. Respondent from Remax Georgia an-
swered that universities should have thoroughly structured 
agenda in order to make businesses pay attention and con-
sider the collaboration with HEIs. The answers of the rest of 
interviewed companies can be joined, because they had the 
same answer – universities should be qualified enough and 
should have a broad range of expertise in order to cover 
different fields of activities and to make business companies 
be interested in collaboration. 
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The following question was about the service that com-
panies would pay for to HEIs of Georgia. All the respon-
dents from business companies under the study answered 
that they would pay for research and consultancy.

The next question was about the maximum amount of 
funds business companies would spend on receiving above 
specified desirable service from higher educational institu-
tions. All the respondents from business companies under 
the study answered that they w ould spend on services and 
consultations from HEIs of Georgia less than 5% of their 
total revenue. The respondent from World Vision Georgia 
named specific amount they would pay for services or con-
sultations from higher educational institutions in Georgia. 
This amount was maximum 5000 US Dollars.

To the question whether they agree that government 
support would motivate business companies to collaborate 
with HEIs, we got all the positive answers from respon-
dents. Business companies agree that government support 
can be a good motivation for businesses to start the collab-
oration. As for the nature or the type of government assis-
tance, all respondents from business companies under the 
study marked option “a” that was direct financial benefits 
(e.g. tax reductions). 

Last question for the business participants of the survey 
was about their perception of the role of Georgian higher ed-
ucation institutions in economic and business development 
of country as well as about the ways of improving these 
roles of HEIs. All the respondents from business companies 
under the study designated their desire to improve the qual-
ity of education in universities of Georgia that according to 
them would better ensure business companies about possi-
bilities of receiving relevant services and consultations from 
HEIs. Only in this case they affirm the role of academia in 
country’s economic development and growth.

Conclusion

The conclusions and recommendations within the paper 
were drawn and framed based on both the analysis of re-
viewed literature and the analysis of research results and 
findings. Conclusions drawn from the literature review can 
be formulated as follows:

1. Investigation of international practices show that de-
velopment of entrepreneurial universities and activities are 
significant for country’s economic growth. Close coopera-
tive relations among higher educational institutions and 
business companies might support start-up businesses to 
investigate the market or to obtain good business plans that 
most probably can better guarantee successful entrance 
into the market place and can better ensure and increase 
the probability of their successful future performance. As 
for the acting business companies, collaboration with HEIs 
may help to investigate some weaknesses of their perfor-
mances (in case they have it) through conducting relevant 
researches, plus they can provide business companies with 
some technological improvements, medical achievements 

through research results conducted by the HEIs. All the 
above could promote business development and growth, 
and consequently, social and economic development of a 
country.

2. The review of the literature and the observation on 
funding of successful entrepreneurial universities show that 
diversification of universities’ funding and development of 
third stream income of universities is one of the significant 
characteristics of transforming HEIs into entrepreneurial 
universities. International practices show that successful 
entrepreneurial universities do have their funds diversified 
and do generate third stream income. Generation of alter-
natives of funding, other than government funding and stu-
dent tuition fees, helps higher education institutions to gain 
financial independence in planning, managing and using 
their resources that in turn can promote closer collabora-
tion of universities with business companies and motivate 
commercialization of its activities and products. According 
to many scholars university freedom and autonomy is im-
portant in choosing research approach and expression of 
positions based on conducted research, and in forming ed-
ucational programs that meet future needs of the environ-
ment for specific competencies. Therefore, entrepreneurial 
universities are better involved in environment development 
as far as they are better aware of environmental or business 
needs. Intensified collaboration of higher education institu-
tions with business companies facilitates generation of third 
stream income even more.

3. However, there is one concern about diversification 
of funding by HEIs that can be concluded through literature 
review and it relates to possibility of shifting the dependence 
of universities from government to private sector. In partic-
ular, if funding from private businesses becomes relatively 
important for higher educational institutions, they may tend 
to be interested in generating research results that can be 
commercialized in the short or medium term. Universities 
might be concerned that their researches should answer to 
the needs of the market.

4. As for the possibilities of generating third stream in-
come by higher education institutions in Georgia, it can be 
concluded that universities in Georgia have possibilities to 
carry out entrepreneurial activities and consequently can 
diversify its funding, as according to Georgian legislation 
they are allowed to earn revenue from economic or entre-
preneurial activities. Therefore, it can be concluded that the 
legislative framework of Georgia does not hinder diversifi-
cation of university funding and development of entrepre-
neurial activities. 

By summarizing and analysing the survey results about 
Georgian situation in terms of fulfilling entrepreneurial activ-
ities by universities in Georgia, degree of financial diversi-
fication of HEIs in Georgia, perception of the role of diver-
sified funding by university administration in becoming an 
entrepreneurial universities and the perception of the role of 
Georgian HEIs by market participants in country’s economic 
development, the following conclusions and recommenda-
tions can be can be formulated:

1. It has to be mentioned that most of the business par-
ticipants of the market have never spent funds on receiving 
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any type of service from higher education institutions. More-
over, during the conversation they admitted that they have 
never thought of having any kind of collaboration with HEIs 
of Georgia. For the majority of respondents cooperation be-
tween university and business is limited, because business 
sector perceives university only as the source of prospec-
tive employees for their business companies.

2. The survey inspired them to think of the new type 
of collaboration. Business companies stated to be ready 
to order universities to carry out researches at reasonable 
prices. However, they need to be sure that research will be 
carried out by qualified academic staff and that they will pro-
vide valuable and relevant service. Thus, it can be conclud-
ed that universities have some doubts about the research 
results provided by universities and that universities have to 
demonstrate their knowledge and qualification. 

3. In addition, engagement of external stakeholders 
(e.g. government) can be considered as a significant com-
ponent for entrepreneurial development. Respondents from 
business companies under the study do emphasize the role 
of the government in promoting the collaboration of higher 
education institutions with business companies. Under the 
government support business companies considered direct 
financial support or tax reductions for those businesses who 
will collaborate with higher education institutions, those who 
will order and use university services. As a result, it can be 
concluded that if government believes that the process of 
transferring HEIs into entrepreneurial universities is useful 
and important for economic development of country, it can 
support and promote the process of transformation by pro-
viding direct financial support to those business companies 
who collaborate with higher education institutions in Geor-
gia. Government support can be a good starting motivation 
for businesses to start the collaboration. Later, after some 
period of cooperation with HEIs, companies can themselves 
observe the benefits of this cooperation and thus will have 
motivations other than direct financial support from govern-
ment to continue and increase the intensity of entrepreneur-
ial activities.

4. In order for universities to become entrepreneurial, 
each of their part has to become entrepreneurial. For en-
suring universities financial independence they should find 
other sources of financing (beside the state). As it was al-
ready mentioned, diversified funding provides a degree of 
autonomy and allows them to become more self-reliant in 
resource planning. University autonomy considers having 
a complete freedom. It is important in choosing research 
approach and expression of positions based on conducted 
research. The survey results revealed the fact that univer-
sities do not have additional sources of income in Georgia. 
This fact can be impediment for transforming universities 
into entrepreneurial organizations in Georgia. 

5. Analysis of survey results show that HEIs in Geor-
gia are not actively collaborating with business companies 
and do not actively carry out entrepreneurial activities. 
There are some cooperative relations of HEIs of Georgia 
with business companies, however, in most of the cases the 
collaboration implies only offering internships or employing 
of students of HEIs of Georgia, or visiting the universities 

to share their practical experiences to students that cannot 
be considered as entrepreneurial activities. These are not 
the activities that would provide business companies with 
useful knowledge and the expertise from HEIs of Georgia 
and to promote their development and growth. On the other 
hand, this is not the activity that would help HEIs of Georgia 
to earn some funds that would support their financial inde-
pendence in planning their resources.

6. In order to motivate collaboration of business com-
panies with HEIs of Georgia the universities should have 
a model for integrating entrepreneurial activities at all lev-
els across the university. The university should be a driving 
force of the process by exchanging knowledge with indus-
try, society and public sectors. Higher educational institu-
tions in Georgia should conduct trainings on characteristics 
of entrepreneurial universities and the positive impacts of 
entrepreneurial activities for staff and staff should take an 
entrepreneurial approach in teaching and promote innova-
tion in teaching and learning. They should provide oppor-
tunities to students to be involved in conducting entrepre-
neurial activities and to support individuals to realize their 
entrepreneurial ideas into action. 

7. HEIs of Georgia should have sustainable financial 
strategy to support entrepreneurial development and their 
entrepreneurial goals must be encouraged by university at-
tempts to earn third stream income and to diversify univer-
sity funding. 

8. Finally, survey results demonstrated that it is critically 
important to inform business companies about possibilities 
of cooperation with HEIs in Georgia (most of the respon-
dents from business companies under the study stated that 
they have not even thought of the collaboration with uni-
versities). It is also vital to show the benefits of cooperation 
and to demonstrate the capabilities of HEIs to do qualified 
research or to give qualified consultations as companies 
doubt the qualification of universities in Georgia. The atti-
tude of business companies toward HEIs in Georgia and 
their belief about university capabilities can be improved 
through showing the specific structure of collaboration, 
demonstrating the results of the collaboration and all the 
possible benefits of collaboration.

One very important issue that has to be stated and has 
to be paid attention to by universities is the degree of com-
mercialization of their activities by higher educational insti-
tutions. The universities should not become the part of an 
“everything for sale” culture. The process of transformation 
should not make universities to focus “on knowledge less as 
a public good than as a commodity to be capitalized in prof-
it-oriented activities”. By carrying out entrepreneurial activ-
ities universities should not forget their primary objectives 
and should follow responsible behaviour.



44

Journal of Business; ISSN: 2233-369X; e-ISSN: 2346-8297; Volume 5, Issue 2, 2016
Sophio KHUNDADZE, Sophiko JANELIDZE

References

Estermann, T., & Pruvoy, E. B. (2011). Financialy sustain-
able universities ll: Europian universities diversifying in-
come streams. Belgium: Europian University Association.

Etzkowitz, H. (2008). The triple helix: University,industry 
and govenment in innovation. New York: Routledge.

Fayolle, A., & Redford, D. T. (2014). Towards more etrepre-
neurial universities - myth or reality. Melbourne: University 
of Melbourne.

Kwiek, M. (2009). Entrepreneurialism and private higher 
education in Europe. In M. Shattock, Entrepreneurialism 
in universities and the knowledge economy (pp. 100-120). 
London: association with UNESCO.

Levine, M. V. (2009). The false promise of the entrepre-
neurial university: Selling academic commercialism as an 
“engine” of economic development in Milwaukee. Milwauke: 
University of Wisconsin-Milwaukee.

Lopez, A. S. (2013). Review of management innovation & 
creativity. International Consortium, 6(18), 1-15.

Peterka, S. O. (2011). Enterpreneurial university as the 
most important leverage in achieving knowledge-based so-
ciety. Osijek: J.J. Strossmayer University in Osijek.


