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ABSTRACT

Small, nonselective, resource-poor colleges andeusities educate approximately one-quarter of the
undergraduates in the United States. Due to is@rgaosts, a greater use of technology, and a cmrgetitive
market, these institutions will likely face a diffilt environment in the coming decades. One way ¢hfew of
these colleges are addressing these problems s tbebuild or acquire nontraditional sources oferaie —
businesses that may or may not be a core piedewfdriginal mission. Graceland University arglatvnership of
the world’s largest seminar company and Brighamn¢puniversity — Hawaii and its origination of Hawigimost
successful tourist attraction work as excellentecasudies for discovering the ways in which a raditional
revenue source can impact institutional planning) e organizational culture of the campus.

While these two examples illustrate the range ofinestedness between the nontraditional revenue
generator and its college, it was found that th&ititions were comparable in their overall adheeeto the
principles found in the entrepreneurial literatufEhe differences in that adherence between theimsiitutions
provide a good cross-case analysis for other utslits that may be looking at this technique foisirg
revenues. Additionally, it was discovered thatesmtrepreneurial invisible does not have to compsenifs own
educational character in order to maintain a swfaesiontraditional revenue stream, although the tave an
impact on each other’s culture. Additionally,haltigh there are benefits for a college that actiepreneurially,
the additional expertise and budget variabilityateenew challenges for institutional leadership jplagining.

Definitions

Invisibles In 1972, Alexander Astin and Calvin Lee coined tarm, “invisible colleges,” in reference to
four-year higher education institutions in the @ditStates that were neither big nor selective thekfore, though
playing an important role in the higher educatiandscape, were not as noticeable as large and mesired
public universities and prestigious private colegét that time, the authors predicted an extrgmaligh road for
these institutions in the eighties and ninetiesecdlise of an even more competitive environmente&sing costs of
technology and the replacement of an aging phygitat, and the public necessity to have a widetetya of
offerings, those colleges with non-selective smedrollments and limited endowments will likely fa@:
environment even more difficult than what was pnése by the last three decades.

Entrepreneurial Invisibles Large research universities and prestigious pes/ehave been able to
supplement their revenues through government angocate research. This is not an alternative dpemost
invisibles. And, while there are a number of wysse unseen institutions might ensure their sahand success,
one possibility entails the discovery and developinud revenue sources other than through the custpmethods
of tuition, fees, and fundraising. These “entrepugial invisibles” are attempting to create revenby looking in
areas outside the usual practice of most institstia higher education.

The nontraditional revenue sources for the purpadethis research do not include the categories of
distance education, satellite campuses, and weddblaarning programs. From a historical standpdhdse are
relatively new styles of delivery and could be sesn“disruptive technologies” (Bower and Christensg995;
Christensen, 1997; Adner, 1999) by some in thedriglducation industry. Yet, the outcomes and potsdare not
significantly different from what would have takptace behind ivy-covered medieval walls using cleaik slate.
These innovations are still in conventional areaglvery systems, campuses, and disciplines usésgntially the
same collegiate administrative model. More impaitafor this discussion, these different typesdefivery have
also become so common in the United States agtteally define the word, “traditional.” Even as kaas the late
1990's, at least 1,680 institutions offered 54,@®line courses enrolling 1.6 million students ie t1.S. (Wood,
2001).

Entrepreneurial invisibles for this research alscl@e other specific practices by private highduaation
institutions that some would say utilize a businesslel or an adoption of a market practice. Fangxe, several



colleges and universities have made dramatic rezhsctn their tuition prices, hoping to utilize tpeice cuts as part
of a marketing campaign to bring in more studer@hers have changed their focus to market-drivejora or
have put much more emphasis on satisfying theistamers” by developing strong on-campus studest lif
programs (Chronicle, 2003).

These practices may indeed be similar to how soomnbsses perform, but they are not necessarily
entrepreneurial. Entrepreneurial invisible ingidinos have attempted to create or purchase reveragicing
organizational units that are related to educatiom,are extended far beyond seats in the classoooim front of a
computer. Examples include managing large studgaabprograms, running large tourist attractiopgnsoring
performing arts series in large metropolitan arestablishing on-campus public recreation centecs public
equestrian centers, and building public seminaggms. This new concentration on an expansion wémae
through nontraditional sources reduces the riskrait in relying solely on tuition dollars and enaoent income
to meet expenses, and may also contribute to isicrgdevels of endowment. Expanding nontraditionabme
streams may also provide funds for operating exggriswer tuition costs, and may increase therdistie nature
of the institution (Clark, 1998).

Problem

Although finding the answers to the questions “wd@atall the entrepreneurial invisibles do” and “wHa
all the entrepreneurial invisibles look like” wouttkrtainly be valuable to struggling post-secondaegision-
makers, such questions are beyond the scope gfieoe of research. A more appropriate place  istéound in
a subsection of entrepreneurial literature thatgests the importance of an infused entrepreneatidalde and
mission throughout an organization. Burton Clarf@898) Creating EntrepreneuriaUniversities addressed this
finding for large, European universities. He foutitht a significant part of the university’s “patiyv to
transformation” includes the need to “develop aknaulture that embraces change.” That new cultuag start out
as a relatively simple institutional idea about rad that later becomes elaborated into a set adéfelhich, if
diffused in the heartland, becomes a universityevadlture” (p.7).

Market-Based Management (MBM) is another significantrepreneurial organizational behavior theory
suggesting that individual firms utilizing the framork of a free market economy in their internasteyns will
increase their chances for success. MBM purpbas“through a well-developed and well-defined noisssystem,
an organization can achieve a harmony of inteasisng its employees very similar to the harmonintsrests that
exists in a market economy” (Gable and Ellig, 19924). These key sources of research into emrnepirial
organizational behavior both cite the importanca ebmplete immersion of the entrepreneurial aétthrough the
entire institution. Figure 1 illustrates the sianities of the two theories, and the combinatiohef two will act as
the “lens” through which the final case study igtons will be examined.

Figure 1. Similarities between Clark’'s Entrepreneuials and
MBM Components

Clark Market-Based Management
Strengthened Steering Core Mission System
Enhanced Development Periphery Open Communication
Discretionary Funding Base Internal Markets
Stimulated Heartland Roles and Responsibilities
Entrepreneurial Belief Values and Culture

From Clark (1998), and Gable and Ellig (1993)

Yet, it is very evident that some colleges in thdted States embark on entrepreneurial venturds littie
change occurring on the original home campus, anthioly not a complete immersion of entreprenéuhisking
in their citizenry. Students and staff at thed@osls are often oblivious to the sources of supgwen when those
sources come from very nontraditional means. THissssociated culture combined with the requirdmen



running an ancillary business would seem to wrealob for institutional planning. Therefore, thénmary question
that will be addressed for this paper is:
What effects do nontraditional revenue activitiewdron an invisible collegiate institution, espégian
terms of its institutional planning and organizatib culture? Must these effects be infused in lbéh
college and revenue generator, or can they bestisided from each other?

Structure of Investigation

In considering the research framework for explorthg character of entrepreneurial invisibles, two
guestions can be used to establish the structutigegfroblem: Who are the entrepreneurial invésitiblleges and
universities in the United States (resource-poon-selective, with high nontraditional revenue @tns)? Which of
these emerge as being particularly good examptesafee study analysis?

Initial Screens to Find InvisiblesThe most appropriate manner of determining whidfeges and
universities warrant a more in-depth examinatiotoiscan large amounts of quantitative data foorimfation on
institutions that have been successful in explgitimarket niches and obtaining nontraditional saiaferevenue, as
well as meet the invisible (Astin and Lee, 197Zjecia. These numbers are readily available thhodgtabase
mining. By constructing a formula that comparestraditional revenues with tuition and takes intw@unt the
size of the institution, it should narrow the It which institutions are involved with entreprerial activities.
Upon completion of this analysis, financial offisesf the “top” candidates will be contacted to diger the nature
of their nontraditional revenue sources and appagess of their institution as an entrepreneumigkible. This
combination of using quantifiable data to narrowvdahe possibilities with follow-up telephone intezws allow
for a triangulation of the data.

The National Center for Education Statistics (NCE&rt of the Office of Educational Research and
Improvement in the U.S. Department of Education,intaéins a number of databases containing informatio
obtained on a variety of educational topics. Ideldl are several databases concerning higher educatie of
which is the Integrated Postsecondary Educatiom Bgstem (IPEDS). This collection system, esthblisas the
core postsecondary education data collection pmdoa NCES, is a compilation of surveys designedather data
from all primary providers of postsecondary edwrati The IPEDS system is built around a serierielated
surveys to collect institution-level data in suckas as enrollments, program completions, facatbff, finances,
and academic libraries (NCES Web Site). IPEDsigipdtion is mandatory for institutions that paigate in or are
applicants for participation in any federal finaalcassistance program. The IPEDs database alaadéx?2,727
institutions that do not participate in Title I\héincial aid programs, but voluntarily respond tovey requests.

After identifying IPEDs as the appropriate databsenine, the next step is to identify the two eters
that determine entrepreneurial invisibility: firélentification of small, nonselective, resouraep organizations,
and second, the identification of institutions thave relatively high nontuition revenues.

In identifying invisibles, basic sorting criterianslar to that employed by Astin and Lee (1972) aver
utilized. Private colleges and universities wehesen because of the significantly different envinents facing
public institutions in their relationships with sagovernments. For-profit institutions were ehiated because of
their small sample size and because they werennbhided in Astin and Lee’s invisibles. Two thousawenty-five
colleges and universities were found on the IPE&lalihse that were both private and not-for-profit.

Institutions were then sorted according to thegrde-granting status, because of the significéferdinces
between trade schools, community colleges, andad-g@lleges and universities. These were therdatcording
to their Carnegie classification, as this also esponds with the invisible criteria. Although Astind Lee ignored
Masters and Doctoral programs in their identificatof invisible colleges, the trend of adding mesggograms in
small colleges and universities (Morphew, 2000)raats the addition of the “comprehensive collegerdversity”
Carnegie category for this study. Therefore, thiéofving three classifications were utilized to ther identify
current U.S. invisibles:

22: Masters (Comprehensive) Colleges and Univessit — These institutions typically offer a widenge

of baccalaureate programs, and they are commiltgdaduate education through the master’s degree.

31: Baccalaureate Colleges — Liberal Arts — Thasstutions are primarily undergraduate collegaghw

major emphasis on baccalaureate programs. Theydaataeast half of their baccalaureate degrees in

liberal arts fields.

32: Baccalaureate Colleges — General — Theseutistis are primarily undergraduate colleges witgan

emphasis on baccalaureate programs. They awasdHaa half of their baccalaureate degrees indiber

arts fields (IPEDs website).



The total number of institutions from these thrkessifications; private, not-for-profit, and bacualeate to masters
comprehensive, was 547.

Determining the Possible Entrepreneurial Invisibl&hese 547 institutions were then sorted accortiing
an entrepreneurial “formula,” that incorporated ttentraditional revenue streams with the size efittstitution.
This determined a ratio that compared the amounbafraditional revenue earned by an institutiond#id by the
institution’s total tuition: (Total Investment Retu+ Sales and Services of Educational ActivitieSales and
Services of Auxiliary Enterprises + Independent @fiens Revenue + Other Revenue)/ Total Tuition Beds.
The reason that so many variables are presenginumerator of the equation is due to the diffecaegories into
which institutions place their nontraditional reues. Interestingly, once the elite colleges aniveusities are
eliminated, the remaining number is similar to 49 identified by Astin and Lee in 1972.

Although these institutions had a significant antoahnontraditional revenue when compared to their
tuition, many were outside the group most wouldsider resource-poor. While these well-respectdéges may
indeed be entrepreneurial, they can also affolzkteelective, and therefore, do not fall into timisible” category.
To differentiate between the elites and invisiblsother “income statement” formula was used taldish a ratio
that compared the income of the investment portibithe endowment with the income from tuition. Aflose
institutions with ratios that exceeded .85 (whickams that earnings from endowment were more th&h 85
tuition revenues) were designated as “elites.” sTpercentage was assigned as a cutoff because wiaerea
relatively strong numerical break between threditirt®ons at around .86 and the next three insting that had
ratios of approximately .75. This screening metiody is appropriate because the ratio eliminatesstm
institutions with endowments large enough to alligh student selectivity. However, some institatiovere still
appearing because of unusual tuition arrangeméatsniost would agree do not belong in an invisitdégory
(such as the work study programs at Berea and @gobéthe Ozarks).

There was still the potential problem that a ursitgrmight have a single year of unusually highaw
investment earnings, and would not be an accuedliection of the prestige strongly associated it size of the
endowment. To combat this problem, one additidhalance sheet” screening was employed that divithed
portfolio portion of the endowment by the numberfudf-time students. Those organizations with emdents of
approximately $104,000 per student or more were placed in the elite category. This cutoff seémsliminate
those institutions most often thought of as ebhted of the four instances where there was a sigmifibreak on the
list in the endowment level per student, one o@mibbetween Wells College of $103,557 and Occideéiwdege of
$130,032. As further illustration of the differenbetween the elite institutions and the possibkeepreneurial
invisibles that were contacted in the follow-upetgione survey, the average investment portioneoettdowment
for those elites that were eliminated was over 708%er.

Table 1 provides a tally of those institutions wiREDs data indicating they met the minimum
requirements for being entrepreneurial invisibled deserved further investigation in a follow-upvey. These
institutions are those that meet the minimum nucaérriteria for invisibility, including the “balare sheet” and
“income statement” tests, and have relatively higfenue streams from nontraditional sources. Algiothe only
reason for picking “twenty” of these invisible/pot@l entrepreneurial colleges was the need faabdishing the
cutoff at some reasonable number, some interestingparisons can be made within and between thesether
invisibles. For example, even when size is takém ¢onsideration, the top twenty invisible colledrad



Table 1: Possible U.S. Entrepreneurial Invisibles
Institution State

Brigham Young University — Hawaii Campus HI
Lyon College AR
Wells College NY
William Jewell College MO
King College TN
Spelman College GA
Goshen College IN
Graceland University 1A
Drew University NJ
Hendrix College AR
Pine Manor College MA
Wesleyan College GA
Randolf-Macon College VA
Austin College TX
lllinois Wesleyan College IL
College of Wooster OH
Lawrence University Wi
Alma College Ml
Furman University SC
Albion College Ml

nontraditional revenues 393% higher than the aeepaiyate four-year institution. Another interegticomparison
pertains to the location of the entrepreneurialisiles; except for BYU-Hawaii, all of the top twgn
entrepreneurial invisible colleges resided in thstern half of the continental United States.

Final Selection for Further StudyAs a concluding method of screening out thosttut®ns that were not
appropriate examples of entrepreneurial invisiblestelephone survey was conducted in which a fiaanc
representative (usually the Vice President of Bessnor Controller) of each of the twenty schools wgerviewed
and questioned about their nontraditional reveriteams. Some of the institutions did not fit threpreneurial
criteria for various reasons including: data inputor; very high tuition discounting combined witblatively
moderate endowment earnings and significant roothtarard fees; and extraordinary singular eventé sisca
positive outcome on a lawsuit.

After contacting financial representatives from tbe twenty institutions, two universities emergédt
were significantly more appropriate for furtherdstu One, Brigham Young University — Hawaii, wasitfiol at the
top of the list. This indicated that it met theigible criteria, yet in proportion to its totalition, generated more
income through nontraditional sources than anyrotbéege or university in the United States. Hsadiscovered
that BYU-Hawaii's primary source of nontraditiorra@venue is the Polynesian Cultural Center (PC@;léingest
paid tourist attraction in the state of Hawaii.whis also discovered that the PCC is infused thrdbg character of
the institution. The majority of the organizatisrstudents work at the Center and many of the iaéutorporate
the themes, challenges, and experiences at theeiCied their classrooms. Thus, BYU-Hawaii is dfieally
appropriate for study as the entrepreneurial iblésivith the infused entrepreneurial character.

A second university located in lowa provides amrfiesting contrast with BYU-Hawaii and is an exadile
example of an entrepreneurial invisible. Gracelbimiversity gives this impression for several reeso First, the
institution fits the invisible status, but has dalnsial nontraditional revenues (Graceland wasthigim the list of
entrepreneurial invisibles, but had the largesbine stream coming from a nontraditional source)ecofid,
Graceland University seems to have a disassocent&@preneurial character; its primary source ¢ Kind of
revenue is a geographically and culturally sepdratgity called Skillpath Seminars. This seminampany was
purchased by Graceland in 1995, and has growretpadimt that it is now the largest seminar comparthe world.



Third, the lowa college makes for an interestingtcast with BYU-Hawaii because the sponsoring chescfor the
two institutions have a common nineteenth centuigiro

While these two organizations warrant further stidgause of the nature their non-traditional reeenu
activities, their IPEDs numbers are fairly repreéagwe of the other entrepreneurial invisibles. térms of student
enrollments and religious affiliation as reportgdtbe IPEDs data, the top twenty invisible collegaésged in size
from 360 to 2,690, and 15 were supported by a icelgy institution. Graceland has an affiliation withe
Community of Christ church and 1,264 students; BMalwaii is affiliated with the Church of Jesus Chad§ Latter
Day Saints (Mormon) and has a student populati@2®2, The two schools were also comparable in ttoeal
tuition revenues to other entrepreneurial invisiliestitutions, although the range within those ttyemvas
substantial: tuition revenues ranged from $1.6 iomllto $34.8 million with an average of $11.5 naiili
Graceland’s tuition revenues were $12.6 million grelmore heavily subsidized BYU-Hawaii’s tuitiastaled $3.6
million. In addition, both institutions mirror theiteria provided by Marshall and Rossman (19%s5cadibing “ideal
sites” entry is possible; there is a high probgbof a rich mix of processes, people, prograimggractions, and
structures; the researcher can build or has tigiséilationships with participants; and data quaditg credibility are
reasonably assured.

Findings

A case study analysis was performed at each wgiiyeand their respective businesses. Extensive
interviews were conducted that included virtuallyod the leadership at each institution, includingard members,
presidents, past presidents, and vice-presidetadents, faculty, and other employees were iregred as well.
These interviews were audio-recorded, transcriptsewproduced, and the data was examined to fintheake
pertinent to the research question. Additionabbxtensive research was conducted utilizing secgndata
produced both internally and externally to the ensities.

It was found that the institutions represented tthe ends of the spectrum with regards to the l®fel
cultural connectedness between the universitiestlagid businesses. BYU-Hawaii had such a stroitfiysed
culture that it is difficult to tell where the umksity ends and the tourist attraction begins. d&tts and faculty
work at both organizations, and the tight-knit commity interacts with each other from the greetethi® president.
Graceland, on the other hand, is very disassocfabed Skillpath. The boards have some personnmeyaeer, but
most of the students and employees of Gracelanddwamow little more than the name of Skillpath.tdrestingly,
the two organizations are comparable in their totalch to the primary entrepreneurial theories &\/and Clark,
although they are different in degree for each camept. See Figure 2 for more information.

Figure 2: Institutional Match with MBM/Clark Compo nents
Component BYUH Graceland
Strengthened Steering Core/Mission System Strong Weak
Enhanced Development Periphery/Open Communication Weak Moderate
Discretionary Funding Base/Internal Markets Weak Moderate
Stimulated Heartland/Roles and Responsibilities tror) Weak
Entrepreneurial Belief/Values and Culture Moderate Moderate

As two of the most successful entrepreneurial iblgs in the United States, it is not surprisingtteach
has experienced significant financial gains fromirtkenterprises. The Polynesian Cultural Centds™t-Hawaii
has achieved annual revenues of approximately $#llomin each of the last three years. Althoughlyo$1-2
million returns directly to BYU-Hawaii on a yearlyasis, approximately $4 million is paid annually student
wages, and thus, tuition. Skillpath Seminars ac8land University has accomplished annual reveramging



from $188 million to $111 million over the past foyears, with roughly $60 million in cash distritars to
Graceland since its purchase in 1995.

These financial gains have not come easily, howeleboth cases, the nontraditional revenue géoera
have caused new and unique difficulties of whicbsthin institutional planning should be made awafer
example, the time horizons of the businesses wastantially shorter and more flexible than thedueational
sponsors. This could and did prove occasionaliyugitive to both entities. Additionally, for Graaed at least, the
variability in the income streams has caused hdwoevhat is the typical security-loving culture fudiin a liberal
arts college. The dependence on external forcesnaad for boundary spanners also dramaticallyeassd with
the addition of these businesses. No longer wah @sstitution solely concerned with the sponsoratgirch,
traditional student demographics, and state firdm@id issues. Suddenly, both institutions foumrtrevenues tied
very directly to the tourist and training/developrhdollars and all the variables that have an impadhose things,
including the economy, airfare prices, the readtesimarket, and others.

Does the entrepreneurial character of the busihass to be infused with the college? BYU-Hawaii
illustrates the many benefits that come from thisised culture — steady enrollments and a “calnimessdes on
the campus because of the commonality of purpbkmvever, Graceland provides an excellent examgeghows
how an institution can also be very disassociatethfits nontraditional revenue producer and haeenéndous
financial success. There have certainly been aroksral impacts on each other, and Gracelandasgisably more
entrepreneurial than the typical U.S. liberal adlege, even before Skillpath. However, thereehalgo been more
organizational difficulties at Graceland, verging schizophrenic behavior. Included in those diffies has been
significant changes in leadership and a degradimgosale due to budget variability.

Recommendations for Future Institutional Planning and Research

There are significant legal and accounting rulest #iffect the strategic management of a not-fofipro
entity in the United States. For example, of intpoce to an entrepreneurial invisible is the faet ho more than
20% of the total revenues for a not-for-profit denfrom unrelated, taxable business. To discondrsaiccessfully
manage a nontraditional revenue producer thatsgpaoducing more than 20% is to place the other 80%ot-for-
profit revenue in jeopardy of taxation. Often,yrbphisticated legal counsel is aware of rules these, and most
small invisibles do not have such personnel onrthei-time staff. Further research and writing tire subject
needs to be available for policy-makers so that tan make informed decisions.

Additionally, more work needs to be done to deteemihe intricacies of strategic business unit
diversification by invisibles. In the for-profitarld, substantial work has been done on mergersaagdisitions
and strategic business unit creation. For examplempson and Strickland (2003) provided an outlioe
determine whether a diversification target makessel) whether the industry is attractive; 2)abst of entry; and
3) whether the two organizations will be better. off it is determined that the diversification negksense from
these three tests, then there are at least foferadift strategies that might be employed to ineeadue to the new
organization: 1) transfer skills and capabilitiesnfi one business to another; 2) share facilitiegsources to reduce
costs; 3) leverage the use of a common brand nante4) combine resources to create new compestremgths
and capabilities.

In addition to the diversification tests, institnis must analyze the size and term of their cortipeti
advantage that results from such a diversificatimove. Colleges and universities should also condudeast
minimum financial analysis by adapting a net présaiue or cost-of-capital approach that is tygicalsed by
businesses when they are considering diversificaitito nontraditional revenue generators. Undaditay and
utilizing economies of scale, economies of scopa] &arvesting opportunities are necessities foremgal
entrepreneurial invisibles.

Yet, the knowledge regarding diversification andhtggic unit creation typically resides in the foofit
corporate sector, and rarely in the realm of theésibhles. More research should be conducted thHatva
educational institutions to find their own testsr fdiversification and maximize the probability th#teir
nontraditional revenue sources will succeed. tbfast importance is the necessity to identify addcate future
higher educational leaders in the areas of bothnbas and higher education. As universities becomoee
sophisticated in their entrepreneurial endeavods amthe complexities of their organizational suites increase,
the acumen of this unusual combination will becameh more in demand. Where will these people civara?

Colleges that reside in this important sector ef American higher educational system must findrtbein
pathways to success, and, should they choose toneeentrepreneurial invisibles, the more light jded by



institutional planning and research on that jourribg more likely they will continue to be viabigluable centers
of learning.
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