Torn between social value and private gain –
the pivotal role of hybrid research foundations
PA U LIN E M ATTS S O N

Background
• Increasing trend of formation of hybrid organizations combining aspects from
different sectors
• Hybrid organizations can create particular value when it comes to
organizational innovation and institutional change (Padgett and Powell 2012;
Hockerts 2015) e.g. social enterprises, public-private partnership (Mair and
Marti 2006; )
• However many hybrids experience both external and internal tensions
because of institutional complexity such as the positioning between different
institutional spheres and the presence of multiple logics.
• As a concequence, hybrids may be at risk of undermining the weaker logic a
notion that has been termed mission drift (Fowler 2000; Jones 2007; Weisbrod
2004) i.e. losing sight of the social purpose in order to survive, or become
more profitable (Ebrahim et al. 2014), low degree of mutual dependency
between academic and industry logics (Ménard 2004; Guldbrandsen et al.
2015); different types of funding (Rainey and Bozeman 2000)

Aim and RQ
• Contribute to the call for more research how hybrid organizations
cope with these tensions—that is, we seek to understand their
responses to institutional complexity and more specific how socially
motivated activities and commercial success can be balanced
Focus on:
- Governance and Ownership (Perry and Rainey 1988)
- Organizational identity that strikes a balance between the logics
(Battilana and Dorado 2010)
- Structure: Blended vs. Structural hybrids

Research setting
• 4 foundations in Sweden and Denmark that focus on science and incorporate
both non-profit and for profit activities.
1. Social mission: to deliver treatment to patients and give money back to
science.
2. Financial mission: commercializing medical innovations
• Legally, a foundation is a non-profit entity that can only redistribute any profit
when it is intended for charitable purpose; the deed must be signed by the
founder/s; must be governed by a board of directors; monetary criteria for
establishment
• Qualitative case study design with data from interviews and documents.
• Interviewees included founders, professionals representing social as well as
financial logic.
• Interviews were semi-structured and focused on questions regarding
foundations’ formation, motivations, governance, stakeholders and operation
• Interviews were transcribed using ExpressScribe. Each case was analyzed
individually. Then the four cases were compared to one another.

Foundation A
VISION
1922 Use surplus profit from
selling drugs to fund
public research on other
treatments.

MOTIVATION

To solve the societal
challenge of a specific
disease. Later
motivated to benefit
society and solve other
societal challenges by
commercialising
innovations.
The activities of
2015 The relationship
between the foundation, foundation are funded
companies and
by the companies.
research funding
Companies receive
remains the same. The long-term ownership,
entire research
lenient performance
community is attempting requirements and trust
to solve a challenge
being owned by
rather than a few
foundation.
companies meaning that
companies don’t get first
right to commercialise
any research funded by
the foundation.

ACTIVITIES

GOVERNANCE

Granted gratis licence to
produce and sell a drug
at reasonable cost. Profit
was paid in dividends to
the foundation that
distributed this money to
further research.

17 rigid statutes written at
the govern the foundation.
A board of directors and
ensures compliance with
the statues and law.

Throughout the decades
a number of mergers,
acquisitions, additional
companies, additional
foundations and a
research hospital were
set up however always as
stipulated by the statute.
Activities are independent
of one another to reduce
conflict of interest e.g. the
foundation holds no IP
and companies are
responsible for any IP
attached to their
commercial activities
s.

The board of directors and
the three companies and
their decision to grant or
invest are not determined
by their relationship to the
foundation.
In 1999 Company A3 was
established to provide
clarity and efficiency to the
governance structure. It
controls companies A1 and
A2 however, all four entities
are independently
governed and evaluated.

Foundation B
VISION

MOTIVATION

ACTIVITIES

GOVERNANCE

1954

“with the purpose of
ensuring and expanding
Company
B1’s
business”
the
foundation
was
intended to also provide
“financial support for
primarily
scientific
objectives and the fight
against diseases”

Is motivated to “[be] a
good owner of [its’
companies]” and “[do]
good deeds in a very
broad sense”.

The foundation owned
the
majority
share
capital of Company B1.
The foundation then
began
providing
funding for research in
areas of relevance for
the company in the form
of grants.

A board of trustees
comprised of founder, a
banker, a solicitor and a
director. This board
acted in accordance
with a set of statutes
written at the inception
of the foundation.

2015

The vision the founder
and the other board
members
manifests
itself
in
today’s
foundation.
It
has
continued to expand
business activities and
to contribute to scientific
medical research.

The
motivations
of
foundation remain to
ensure the survivability
of its’ companies and
“do good” however,
these broad objectives
have evolved and been
refined over time to
align with the evolution
of society and the
industry.

The primary activities of
foundation continue to
be grant making. None
of
the
companies
receive any preferential
treatment
–
the
foundation
and
company do not have
such
a
close
relationship with what is
being funded.

A board of directors
consisting
of
10
members governs the
foundation
in
accordance with an
updated
but
comparable
set
of
statutes. The ownership
structure has changed
the foundation is the
owner of two additional
companies and the
foundation is active in
investment
opportunities.

Foundation C
VISION

MOTIVATION

ACTIVITIES

GOVERNANCE

2012

A
foundation
could
benefit his lab and its
employees and improve
their
chances
of
commercialising
promising
potential
treatments.

Founder was motivated
by
a
failed
commercialisation
attempt for a promising
cancer drug. And by
the current state of
commercialisation
pathways for university
researchers – the loss
of control and lack of
financial reward for
research.

Grants to fellowships
working at the lab. The
foundation is a vehicle
in which IP is secured.
The foundation own
company manage the
IP portfolio.

2015

To disrupt the pharma
industry and provide an
alternative model for
researchers
to
commercialise
their
innovations – not just
from the lab.

Today the foundation is
more focused to ensure
their endeavour has
some long term impact.
Specifically that is to
“provide drugs to the
public, to everybody in
the world, to mankind in
an economical way, in a
way that is sustainable”

The majority of IP in
foundation has being
generated
by
researchers within the
lab.
The
owned
company negotiate and
form agreements on the
commercial
and
business side.

A
small
board
“[consisting]
of
scientists,
drug
developers, a clinical
oncologist,
a
legal
counsellor
and
an
administrator”.
The
board
acts
in
accordance with a set
of statues. One key
article in the statutes
states if a “company
decides [they are no
longer] interested in the
[IP] then [the foundation
may] revoke the licence
and take it back”.
The founder and the
board
acknowledge
that the board will need
to professionalise itself
to become credible.
Decisions are to be
influenced by science
rather than by business.

Foundation D
2012

VISION

MOTIVATION

ACTIVITIES

GOVERNANCE

To create a structure
that could successfully
manage
IP
or
knowledge
of
the
scientific
community.
The founders envisions
that the foundation will
eventually
“become
profitable [and] give
money
back
to
science”.

Motivated
by
the
disappointment in the
current
commercialisation and
knowledge
transfer
pathways for university
research
and
innovations.

The objective is to
primarily act as a
vehicle for securing IP
and
forming
agreements. Similar to
foundation
D,
companies will be set
up and be licensed IP in
order to commercialise
any innovation.

A self-renewing board
will act in accordance
with set of statutes
written at the inception
of the foundation. Two
key dictations of the
statutes are that the
foundation
should
redistribute funds to the
“relevant
scientific
community” and that the
founding
members
themselves
or
an
appointed
individual
has the right to be a
member of the board of
directors.

The 4 foundations
Foundation A

Foundation B

Foundation C

Foundation D

Country

Denmark

Denmark

Sweden

Sweden

Year established

1922

1954

2012

2015

Founder

Researcher

Businesswoman

Researcher

Researchers

Size

Large

Large

Small

Small

Motives for
establishment

Longevity, Societal
benefit by treating
diseases

Longevity,
Economic
Success

Longevity, Security,
Maintain control,
Disappointment in
system

Longevity,
Disappointment in
system

Research grants to
non-profit
institutions;
Education

Research grants so
non-profit
institutions,;
Scientific prizes,
Education,
Outreach activities

Funding academic
research that can
development new
cost effective
therapies

Provide funding to
further research

Owner of a holding
company that owns
2 Global
pharmaceutical
companies, 1
biotech company
and shareholder in
many more; Selling
drugs

Owner of 3
companies and
through its venture
company owner in
many more; Selling
drugs

Owner of 1
company
responsible for
commercialisation
aspects of
academic
innovations

Revenue streams
through licensing
agreements and
spin off companies

Societal logic

Economic logic
achieved by

A model of balanced logics
FOUNDATION
1. Societal mission
Trust
Motivation: to gain society
Vision: long-term objectives
Long-term objective

Governace: Not required to answer
to stakeholders

Companies
Trust

2.Commercial
mission (share prices
and financial gains)

Dividens

Take home messages
• Motivation - societal benefit in similar vein as social entrepreneurs
(Austin et al., 2006; Zadek & Thake, 1997) prevent individual
wealth
• Governance model prevent individual financial wealth
• Primary social logics benefit minority commericalization logics.
However the individual compartments are driven by their main
logic.
• Minority logic is a mean to achieve the primary logic
• The structure of segregation of activities in to different
compartments can be attributed to the success (different from
Perkmann et al. 2018 and more similar to Pache and Santos
2013). However all actors are interconnected.
• This all contribute to a sustainable perpetuating entity leading to
reduced risk of mission drift

