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As institutional innovations designed to effect societal change, this work considers public-private
partnerships (PPPs) as exemplars of enduring entrepreneurship. By surviving beyond the initial
objectives of the partnership, many PPPs exhibit continual renewal and repeated acts of
entrepreneurship as they explore novel solutions to intractable social problems. With recognition of goal
interdependence between partner firms and a structure of open governance, PPPs create unique
opportunities for innovative ideas and knowledge exploration and exploitation. This manuscript explores
the formative conditions of PPPs and suggests two important outcomes - enhanced absorptive capacity
and knowledge spillovers — that contribute to enduring entrepreneurship and long-lasting partnerships.

INTRODUCTION

The provision of public goods and services has become more complex in today’s economy and novel
collaborations and partnerships have sprung up to take on the challenge. These public-private partnerships
represent an example of what Schumpeter termed institutional innovations (Schumpeter, 1942) that
provide an opportunity for organizations to share knowledge and innovate in new ways. Collaborations
that span economic sectors allow firms to approach problems from different perspectives (Waddell, 2005)
and create a unique space for enduring entrepreneurship (Ireland, et al., 2014). By studying these
collaborations from the perspective of the relational view of the firm (Dyer & Singh, 1998), we can
recognize those partnerships that transcend initial objectives and provide ongoing renewal and value to
the host firms. This view suggests that performance can be measured not only as relative to industry (e.g.
Porter, 1980), nor only as related to firm-owned resources (e.g., Barney, 1991; Rumelt, 1984, Wernerfelt,
1984), but through the network of relationships in which the firm is embedded (Dyer & Singh, 1998).

As the preponderance of literature treats these public-private partnerships as transactional in nature
(the resource based view, for example, approaches them as transient arrangements for the purpose of
resource acquisition), the perspective of enduring collaborations contributes to our understanding of
public-private arrangements. When viewed as long lasting as opposed to transactional, the value created
in public-private collaborations can be recognized as occurring through shared sense of goal
interdependence. The formative extra-organizational boundary conditions of PPPs also create fertile
ground for open governance, which has been shown to contribute to a continual refreshing of partnership
goals and objectives. This manuscript begins by exploring the key characteristics of public-private
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partnerships that describe longevity beyond initial partnership goals. Then, two key outcomes of public-
private partnerships that contribute to a state of continual renewal and revitalization are proposed.

Characteristics of Enduring Public-Private Partnerships

Public-private social partnerships (PPPs) have been defined as projects formed explicitly to address
concerns that engage partners on an ongoing basis (Selsky & Parker, 2005). Recent demands for
corporate social responsibility, nonprofit accountability, and government transparency have pushed PPPs
into the fore of institutional innovation. Their effectiveness is derived from diversity: when firms from
different sectors focus on the same issue, they are likely to think about it differently and take different
approaches to the solution. Scholars have emphasized the importance of PPPs since social issues are
complex, multi-faceted, and transcend the boundaries of organizations, sectors, and nations (Waddell,
2005).

Public-private partnerships can be comprised of for-profit firms, government agencies, nonprofit
organizations, and other organizations in the public domain such as community groups. They have been
demonstrated to vary considerably in scope, length, and size and even motivation, as firms may desire to
collaborate based on goals surrounding image enhancement, legitimacy, or to attract employees. Despite
these distinctions, however, the underlying assumption of this work is that any type of public-private
collaboration engaged in seeking a solution for a social issue is considered relevant to this discussion. In
management scholarship, PPPs have typically been analyzed using organizational theory and many have
been shown to transcend the initial goals of the partnership (London, et al., 2006).

Management scholars have begun to critique and redefine traditional notions of the value creation
assumption typically characterizing PPPs. For example, Le Ber (2010) argues for the inclusion of
beneficiary voice in any consideration of value creation. Koschmann, Kuhn, and Pfarrer (2012) stress the
collective agency of PPPs, suggesting that any attempts at measuring the value creation of PPPs consider
them as ‘distinct organizational forms.” Similar to the ‘synergy effect’ prevalent in the teams literature
(e.g., Hertel, 2011) and in accordance with the assertion that PPPs are formed to ‘make a difference,’
Kocschmann, Kuhn, and Pfarrer (2012) suggest that PPPs that are empowered to act collectively are those
most likely to create value. Drawing from communications literature, they posit that if PPP members are
able to meaningfully participate in the creation of a PPP’s formative text, including its naming,
acceptance of a coherent narrative, and individual organizations’ recognition of the PPP, then value
creation is a logical outcome. Kolk, van Dolen, and Vock (2010) present a multi-level conceptualization
of PPPs, arguing that ‘trickle effects’ among micro (employees/managers and customers/clients), meso
(PPP member organizations), and macro (PPP metagoal(s)) levels ultimately allow the PPP to create
wider benefits.

Drach-Zahavy (2011) has demonstrated the uniqueness of the type of team present in PPPs, noting
that members may have allegiance to both their individual organizations and the team’s broader goal. This
makes the team similar to a cross-functional team, except that complexity is increased because the
differentiating commitments, obligations, and identities between one’s organization and one’s team may
actually be conflicting. In this way, there is no one broader goal to which the team member may choose to
subscribe at all times — in a given context, different goals may appear more salient. Team members from
different sectors (and thus, organizations) may be required to maintain boundaries that are more open in
order to include all appropriate external stakeholders within the team’s focus (Drach-Zahavy, 2011).
Overall, one of the greatest lessons from previous scholarship regarding the operation of a PPP is the
importance of boundaries. The public-private team must stand as a cohesive and independent unit, apart
from individual members’ jobs and organizations. The ability to achieve this affects team relations,
individuals, and places a premium on collaborative decision-making.

More generally, scholars have explored frameworks for understanding PPPs (Bryson, Crosby, &
Stone, 2006), considered sensemaking mechanisms underlying the understanding of PPPs (Selsky &
Parker, 2010), suggested that PPP members continually reconstitute their roles, and outlined a number of
challenges associated with PPPs (e.g., Babiak & Thibault, 2009; O’Regan & Oster, 2000). It is our
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contention that two key aspects of PPPs, recognition of goal interdependence and a platform of open
governance, create fertile conditions for enduring entrepreneurship to flourish.

THEORETICAL DEVELOPMENT

Goal Interdependence

A hallmark of public-private partnerships is recognition by firms choosing to partner of
interdependence toward the achievement of a mutual goal. Goal interdependence fosters a shared set of
beliefs and a cooperative approach to achieving objectives, encourages interaction between areas of
function knowledge, and acts as a coordination capability that enhances knowledge exchange across
hierarchical boundaries (Henderson & Cockburn, 1994; Teece, et al.,, 1997). The degree of
interdependence recognized by employees in the workplace originates from several sources including the
manner in which goals are defined, role differentiation, the distribution of resources, and the manner in
which performance is rewarded and feedback is given (Wageman, 1995). Previous studies have
demonstrated a link between goal interdependence and innovative behavior (Van der Vegt & Janssen,
2003) and effects on productivity and organizational outcomes by goal interdependence have been shown
in social psychology research (Rosenbaum, et al., 1980), organizational research (Shea & Guzzo, 1987;
Saavedra, et al., 1993), and education research (Johnson & Johnson, 1989).

Goal interdependence has also been studied in strategic alliances (Gulati & Singh, 1998; Kumar &
Set, 1998; Thompson, 1967) where it has been found to moderate the trust relationship with performance
(Krishnan, et al., 2006). Chang, et al., (2012) also found goal interdependence to be an important aspect in
describing how information technology teams adjust to changes in requirements due to environmental
shifts. Perhaps most influential, Wong, et al., (2010) demonstrated a link between goal interdependence
and the ability of outsourcing partners to learn from each other in a study of Chinese business practices.
There has been considerable research to support the notion that cooperation, compared with competition
or independence, creates open communication that leads to effective work (Deutsch, 1973; Johnson &
Johnson, 1989; Johnson, et al., 1981).

Gazley (2010) has also measured goal agreement in government-nonprofit partnerships and found
strong support for the link between the perceptions of goal agreement and effectiveness of the partnership.
In her process view of collaboration, Gray (1985) highlights the importance of interdependence as
condition that facilitates collaboration efforts. Gray proposes a process of initial recognition of
interdependence by partner firms, followed by a coincidence of values, culminating in a high degree of
ongoing interdependence as the collaboration takes shape. Recognition of goal interdependence is also an
important formative condition for opening of the governance structure to participants beyond the top
management team (Pittz & Adler, 2014).

Proposition 1: Recognition of goal interdependence is a characteristic of PPPs that
fosters enduring entrepreneurship

Open Governance

Collaborative efforts such as public-private partnerships provide a robust opportunity to seek out new
knowledge when a governance structure is in place that permits and encourages input and feedback. A
decision-making platform that is open to stakeholders at the periphery of organizations as well as external
stakeholders has advantages in generating new ideas and reinvigorating the partnership. Our research
suggests that the tenants of open strategy including transparency, inclusiveness, and participatory
decision-making (Whittington et al., 2011; Pittz & Adler, 2015) combine to both heighten awareness to
environmental cues and lubricate internal organizational processes and routines within PPPs.

One of the key theoretical components of open strategy, inclusiveness, stipulates that information is
shared and gathered from organizational stakeholders beyond the top management team both internal and
external to the organization (Whittington, et al., 2011). Gray (1985) argues that sufficient power
distribution is a critical component of successful PPPs. She describes limits to adversarial problem
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solving that create maladaptive responses to turbulent environments and argues instead for a “domain
level interdependence” (pp. 915) among stakeholder firms. Since only a portion of the problem can be
apprehended by individual stakeholders, “by pooling perceptions, greater understanding of the context
can be achieved” (pp. 216).

When members have a stake in developing organizational processes, the level of engagement with
those processes increases and, consequently their ability to recognize necessary and beneficial changes
increases when new knowledge would suggest doing so. Transparency during strategy formulation and
participation in the setting of organizational objectives provide a well-understood framework within
which to evaluate ideas. Likewise, Cohen & Levinthal (1990) originally proposed that shared decision-
making increases the range of prospective “receptors” to the environment that facilitate new knowledge
acquisition. Conceptual research has also suggested that participation in decision-making increases both
the quantity and quality of ideas and proposals (Sheremata, 2000).

The notion of openness considers the pooling of knowledge for innovative purposes where the
contributors have access to all inputs and have no exclusivity in rights to the final product (Chesbrough,
2007). The value created from such a partnership represents a public good where users directly
contributed ideas to improve the quality and variety of the product. Open innovation has become a well-
studied phenomenon in highly dynamic industry settings but has strong applicability in the PPP context as
well where governing structures inherently trend toward openness (Pittz & Intindola, 2015).

Studying open innovation in the context of PPPs expressly considers the trend toward
interorganizational innovation processes (Vanhaverbeke, Van de Vrande, & Chesbrough, 2008) and
demonstrates a means by which firms are managing the challenges of open innovation due to competition,
intellectual property, and information propriety. An aspect of PPPs that makes studying open innovation
so intriguing is that, in large measure, the concern over whether the costs of openness exceed the benefits
of openness is largely mitigated. Firms engaged in public-private partnerships are unwilling and largely
unable to compete directly due, in part, to legal entity considerations and concerns over mission creep and
core competency deviance. While network size remains an issue to consider (Hansen, 1999), the primary
competitive concerns of sharing knowledge are diminished in collaborations across sectors.

On the spectrum of innovation, PPPs are inherently more open than their competitive counterparts
and studying strategy and entrepreneurship in this context provides valuable contributions to the
paradigm. Scholarship has typically treated PPPs from a transactional point of view - that they are
established only long enough to combine resources toward a specific objective - but many examples exist
of long lasting collaborations that transcend initial goals. When this occurs, the partnership experiences
constant renewal with repeated acts of entrepreneurship and innovation.

Proposition 2: Openness in governance and innovation is a characteristic of PPPs that
fosters enduring entrepreneurship

Regardless of the genesis of the partnership, collaboration will succeed in the long-term if mutual
benefit exists for both partners in a PPP. Creating opportunities for innovation is key to producing lasting
mutual benefit and enables partner firms to adapt to turbulent environmental conditions. March and
Simon (1958: 188) suggest that most innovation is the result of mimicry as opposed to invention and
research has demonstrated that exposure to external knowledge contributes to the quality of
organizational decision-making (March & Simon, 1993) and facilitates the development of future
capabilities (McGrath, 2001). Scholars have also argued that firms that systematically participate in
knowledge-intensive collaborations are more likely to improve their internal competencies and
knowledge assimilation abilities (Van Wijk, et al., 2001).

As information is shared, lessons are learned, and objectives are met during the course of a
partnership, the capability within a PPP to acquire and utilize new knowledge to solve problems is
expanded. Additionally and importantly, these benefits of knowledge expansion through collaboration are
derived without the PPP by the focal organizations that have chosen to partner. Thus, a mutual benefit
received by both the PPP and focal firms contributes to a refreshing of the partnership. In the next section,
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we discuss how successful PPPs exhibit enduring entrepreneurship as they continually create novel and
inventive ideas that, on occasion, transcend the initial objectives of the partnership. To do so, we outline
the primary mechanisms by which the PPP and focal firms are able to enhance their capacity for
innovation.

Absorptive & Inventive Capacities

To sustain knowledge exploration, firms must develop dynamic capabilities that enable them to
reconfigure their resources to adapt to changing environments (Eisenhardt & Martin, 2000; Raff, 2000;
Teece, Pisano, and Shuen, 1997). These dynamic capabilities have served to explain firm success and
competitive advantage over time (Teece, 2007) and researchers have argued that these dynamic
capabilities are embedded within organizational processes (Zott, 2001). Absorptive capacity (ACAP), for
example, proposed originally by Cohen & Levinthal (1990), is a firm’s “ability to recognize the value of
new information, assimilate it, and apply it to commercial ends” (Cohen & Levinthal, 1990: 128). It has
been argued that absorptive capacity is a dynamic capability (Zahra & George, 2002) and can influence a
firm’s ability to create and deploy knowledge necessary for building other organizational capabilities (e.g.
production, finance, human resources, distribution, etc.).

A firm is more efficient if costs of acquiring knowledge are low and this capability is a source of
value (Brandenburger & Stuart, 1996). The development of organizational capabilities enables firms to
apply current and new knowledge (Eisenhardt & Martin, 2000) and has been shown to be path-dependent
(Teece, et al., 1997) which makes the advancement of absorptive capacity both rare and difficult to
imitate or substitute. The industrial-organization (IO) economics-based explanation argues that if costs of
acquiring external knowledge are small it is because the firm has already invested in the development of
the ability to “identify, assimilate, and exploit knowledge from the environment” (1989: 569). Thus,
ACAP is critical to the success of a firm’s innovative activities. It has been suggested that ACAP
enhances the speed, frequency, and magnitude of innovation, which in turn may produce knowledge that
becomes a part of a firm’s future absorptive capacity (Zahra & George, 2002).

Contrary to ACAP, inventive capacity refers to a firm’s ability to internally explore knowledge or to
generate new knowledge from inside the organization (Lichtenthaler, 2011). When a firm perceives
unexplored opportunities, it typically looks inward to generate new ideas prior to searching the
environment for solutions. The creation of inventive capacity can result in a significant competitive
advantage in its own right (Lichtenthaler & Lichtenthaler, 2009). Inventive capacity is also related to
matching innovations with their marketplace (March, 1991). As firms partner, their capacity for
identifying opportunities for sharing knowledge, both mutually and individually, is enhanced. The growth
of absorptive and inventive capacity is demonstrated in long lasting and successful collaborations and
previous literature has highlighted their importance to cross-sector collaborations (Pittz & Intindola,
2015).

Proposition 3: Absorptive and inventive capacities are enhanced in PPPs and in
organizations choosing to partner

Knowledge Spillovers

Knowledge spillover refers to the transfer of value between firms without compensation that relates to
the benefits accrued from the creation of knowledge by a party other than the creator of that knowledge
(Arrow, 1962). It has been suggested that organizations possess an abundance of under-exploited
knowledge that is constrained by structure, culture, or cognition (Agarwal, et al., 2004). As this
knowledge “spills over” to members of another firm, new perspectives may generate new ideas and
opportunities.

Following the prevailing theory of economic growth that entrepreneurial opportunities are
endogenous as opposed to exogenous (Acs, et al., 2008), this work suggests that knowledge is created
internally within PPPs that spills over to firms choosing to partner, thereby renewing and reinvigorating
the partnership itself. The notion of identifying and creating entrepreneurial opportunities through
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knowledge spillovers has received a fair amount of recent attention in scholarship (Agarwal, et al., 2008;
Audretsch & Keilbach, 2005; Acs, et al., 2008). That firms can appropriate the value of their own
creations links firm capabilities, such as absorptive capacity, to performance.

This phenomenon of knowledge spillover is facilitated through employees departing firms and
scientists leaving research institutions to create new ventures (Smith & Alexander, 1988; Chesbrough &
Rosenbloom, 2002). Thus, through this lens, new ventures are a manifestation of the intersection between
knowledge spillover and entrepreneurial action. Public-private partnerships offer substantial opportunity
for knowledge spillover and fresh perspectives to meet for recognizing entrepreneurial opportunity. As
firms choosing to partner bring in new ideas and new employees to the collaboration, more chance for
opportunity recognition exists and, as a result, a continual state of renewal within the PPP can be
achieved.

Proposition 4: Knowledge spillovers create value in PPPs and in the organizations
choosing to partner

DISCUSSION

Anecdotal evidence of institutionalized entrepreneurship in companies such as 3M and Apple as well
as evidence of serial entrepreneurs demonstrate that entrepreneurship can endure beyond initial market
disruption. This manuscript argues that the context of public-private partnerships is ideally suited to foster
enduring entrepreneurship. Through shared goals and openness in governance, space is created for
knowledge spillovers and enhanced absorptive and inventive capacity in PPPs that is less likely to exist in
traditional firm structures. Relative mitigation of the deleterious factors of competition in the PPP context
allow for genuine mutual knowledge exploration and exploitation that is difficult to replicate in other
business contexts.

Another interest of this paper is to explicate the internal mechanisms and capabilities that affect a
rendering of the boundaries of collaboration and permit public-private partnerships to thrive. Specifically,
joining the collaboration and strategy literature highlights the importance of open governance and goal
interdependence. As these two factors are likely to be more prominent in PPPs, they can be emphasized in
both descriptive and prescriptive considerations of open innovation and open strategy in future studies. As
such, this manuscript contributes to the public-private partnership literature by considering the context
from a strategic perspective beyond that typecast of impermanence.

Implications for Future Research

Theoretical consensus has yet to be reached regarding the context of public-private partnerships and it
is still a largely unexplored organizational phenomenon by empirical analysis. This study attempts to link
critical aspects of PPP scholarship with literature on open strategy, open innovation, and dynamic
capabilities to create opportunities for further development. Specifically, data-driven research regarding
the antecedents of absorptive capacity in public-private partnerships would be a valuable contribution to
the literature. Likewise, testing whether open innovation is more likely to occur in public-private
partnerships than it is in same-sector collaborations would provide an interesting and insightful
contribution.

Innovative solutions to complex social problems require novel approaches that can be generated via
the establishment of public-private partnerships. This research suggests that managers who are engaged in
or considering taking part in PPPs should emphasize interdependence and an open decision-making
process as they construct collaborative efforts. This research also suggests that exploration and
exploitation of new knowledge is critical both to repeated acts of innovation and to the long-term success
of public-private partnerships. It is our suggestion that PPPs survive beyond the initial goals of the
partnership when value is created for the host firms through knowledge spillovers and enhanced
absorptive capacity.
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