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| Iorcca to Improve WNEIr Own progranis or, NELier Y. aaopt als.
(| Ebullient and cver cnthusiastic, Mr. Shalvey explains his reasoning
|| with a story about the kids who visited his bovhood Pkiladeiphia
I neighborhood and whipped the iocals at basketbali. "We gort berter
| when better players showed up and beat us,” he says.

| That's a guiding noton behind charters -- that by competing with
district schools and cach other, charters will improve :m all -- and a
popular one here in Silicon Valley. A venture-capital tund that

| includes John Doerr and Brook Byers, who also backed Amazon.com
Inc. and Sun Microsystems Inc., has given §1 million to Mr. Shalvey's !
company and put two directors on his board. Mr. Hasungs. who began
an Internet dot-com after selling his software company and who is on
| the California board of education, also gave $1 million and sits on the
UPS board. That high-octane support has smoothed, although not

; paved the way for UPS.

|
A Modest Start l

There are only two schools this first year, in Stockion and Modesto. |
Mr. Shalvey uses vacation days trom his job as superintendent in San
Carlos to run his company. Philanthropy is paying for curriculum
writers and school construction. Mr. Shalvey says UPS won't be
"sustainable" -- that is, able to operate without gifts -- until it reaches
10 schools in perhaps two years. He talks of keeping overhead low by |
moving the UPS offices into a mobile home and traveling from school
to school, but first, he allows, he has to find the money to buy the |
mobile home.

And finding a niche in a mature market -- there are schools
everywhere, after all -- isn't easy. So it is that, searching for
expansion, Mr. Shalvey cleared his calendar one recent afternoon
when he was summoned to St. Louis Bertrand Catholic church in
Oakland. The parish has closed its school because of failing |
enrollment and indicated it may be willing to rent it to Mr. Shalvey.
The school, like the largely Hispanic neighborhood beyond, is in
decline: brightly painted. but bypassed and worn. Mr. Shalvey grinned
as if he had just stolen market share, which is of course what he hopes
to do. "This," he said, "is exactly where we want to be."”

|
Charter schools are publicly funded schools that operate outside the 'I
school-district bureaucracy -- an arrangement that is supposed to ‘
make themn more agile and experimental. Since the first opened in
Minnesota in 1992, charters have ballooned to 1,700 schools enrolling |
about 250,000 students. That's only a fraction of the 53 million U.S. |
schoolchildren, but in a few places, enrollment is large enough to |
begin challenging the districts: Charters account for 4% of all
schoolchildren in Arizona and 9% in Washington, D.C.

With voters saying they are worried about education, moreover,
charters are enjoying political clout far beyond their numbers. Both
parties and presidential candidates endorse them. President Clinton, |
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he wants 1o sce 3.000 charters before he icaves. Even the teachers |

o !

| untons have embraced them. fargely to head off voucher plans that use |
|| taxpayer money to send children to private schools.

|‘ Beyond that, the ew state laws that authorized charters have. in l
| effect, deregulated education. making possible a for-profit education |
industrv and nationwide chains of schools. For-profit educational-
rnanagemcnt organizations, or EMQOs, haven't captured investors'’

I| hearts. "There are easier ways to make money." says Genc Wade.

! whose for-protit LcamNow Inc. plans to open its first tour charters in

” the fall. Still, they already account for 10% of all charter schools. |

Charters arc so new that there isn't much evidence they are fueling
change in the district schools yet, though the U S. Deparument or
| Education says seven in 10 have waiting lists, a sign that demand is
" growing faster than supply. It's also too soon to claim they're doing a
| better job of educating kids; most researchers say that will take at least 1
1 five vears to prove. "This isn't a chip shot,” says Henry Levin. who '
heads a center on the privatization of education at Columbia l
| University. "It's much harder to run schools and get results than these |
charter operators think."

|
Charter of Determination l

| But those doubts don't deter or even slow the 55-year-oid Mr.

Shalvey, whose wife also is a career public-school teacher and '
principal, and whose two children attended public schools and
universities. Mr, Shalvey says he watched California's charter law
work its way through the legislature in 1992 and was determined to “

|
!
|

Shalvey, then an assistant superintendent in Lodi, Cahf.. was
interviewing for the superintendent's job in the San Carlos district,
and the teachers there "were asking for some new thinking," says Beth |
Hunkapiller, president of the San Carlos board. "They felt thev needed
some change.”

win one of the first charters (as it turned out, few others applied). Mr.

Change isn't easy under Califormia's 9,000-page education code, which ||
tells schools, among other things, how to teach phonics, which
textbooks to buyv, how to do on-the-job teacher training -- and that (
they will have cafeterias with {ull-service kitchens. Wealthy and well- |
educated, San Carlos was the ideal place to experiment with charters. |l
Mr. Shalvey says he reasoned, so he sold the idea at a town meeting. ||
"I wanted to start somewhere they weren't needed," he explains and ‘]
I
|

then expand the concept in places with poor schools.

For a superintendent to ask the state to approve a charter in his district |
isn't unlike Kmart offering Wal-Mart a storefront down the street. A
charter draws children and money away from the district schools, and
the district doesn't have any control over it. "They're inconvenient,”
says Mr. Shalvey, mimicking the opposition to charters. "There's risk: |
What happens if you fail? What happens if you succeed?" l
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| Michael Kurst, who runs a program that offers joint master’s degrecs

| 1in business and education at Stanford University. savs that fear of nsk

-i 1s what Kesps many supenntendents from trving new ideas. even when

| the old ones don't work. A superintcndent's “career trajecton’ takes

| him up through lavers of administration where risk is discouraged --

|| because who wants to risk an eight-year-old's education? "We weren'

‘ trained that way,” says Robert Stremple. who was superintendent o:
the LS. Department of Defense schools and now sits on Mr.

| Shalvey's UPS board, "and we're perpetuating ourselves in the wav we
train others.”

|
| Only 35 children showed up when the San Carlos charter opened in
1992 -- the first in California -- and many of those came from other
|| districts, seeking the San Carlos imprimatur. But the charter quickly
turned into an R&D lab, pioneering technology, multiage classrooms.
[ individual student-learning plans and teacher bonus pay, most of
which have since been adopted by the district schools, too. With
| enrollment now at 184, and 100 on the waiting list, the charter also
has set off competition for students in a district where enrollment 1s
falling because families can't afford to move in (two-bedroom
bungalows may fetch $600.000).

|| "instructional coordinator" who heads the charter. Faced with
competition from the charter, two other San Carlos elementaries
converted to charters this vear -- with 80% of the unionized teachers
voting for the change -- and Mr. Shalvey has sent letters to all the
other schools in the district, urging them to do the same.

|
I "The competition is intense," says Kaaren Andrews. the 29-year-old

I'reed of state restrictions. says Robert Winslow, [Heather School,
~where he is principal. chooses its textbooks and receives state funding
in a lwnp surn, rather than in a dozen smaller pots linked to programs.
But bevond that, charter status enables Fleather to solicit for students
in other districts -- and womed about low kindergarten enrollment
next September, the third year in a row, Mr. Winslow already has
started an ad campaign. "If we weren't a charter, we'd lose staff.” he
says simply. "If we lose staff, we lose programs" and then possibly
more kids and still more staff.

Trolling for Voters

Two years ago, with a leave of absence and the unanimous approval
of his school board, Mr. Shalvey took his evangelism for charters
statewide by launching a voter initiative to lift the 100-school cap on
charters in California. Thirty-six states permit charters. but most
control their spread: Oregon limits charters to 10% of a district's
enrollment; Missouri allows charters only in St. Louis and Kansas
City. California’s high-tech community endorsed the initiative: which,
gs it turned out, put so much pressure on legislators that they hftcd'thc
cap themselves. Mr. Hastings, the software entrepreneur, says that in
an economy fueled by ideas, "the least we could do is spread the net

of opportunity.”

A

i
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|

| But traveling the state together. Mr. Hastings says hc and Mr. Shaivev
Il concluded that even if they got the charter law changed. “that wouldn't J

(

|

i

gel schools built or kids served We decided our next project should
be a really big network of charter schools.” Mr. Shalvey announced he
would retire from San Carlos this fall (the school board has begun a

|| search for a charter-{riendlv replacement). and UPS launched itselt

with a virrual ofTice -- evervone in different cities, but linked by e-
mail.

Califomia gives charters about 34,000 a vear per child to operate. But
like many states, 1t doesn't provide money to buy or renovate a

I huilding, and few charters have the collateral for a loan The need for

|
|

capital has helped fan the growth of for-profit charters, which can

Hiv 3 , . o
| raise money from investors. LearnNow's Mr Wade says he first

|l planned a nonprofit chain of inner-city schools. but rethought it when
| he realized he needed at least $22 million in the first two years. "No

| way could [ get that from foundations." he says.

But Mr. Shalvey's goal isn't profits. he says (he will earn $113,000 as
chairman of UPS. the same as he earns in San Carlos -- "a lateral
move,” he calis it). It's to have his charters spread their best 1deas to
other schoals. much as the San Carlos chaner does. "There are no
trade secrcts” in a nonprofit, he says.

The migration of ideas already s starting in Stockton, where the UPS
charter opened in a converted grocery store, its renovation paid for bv
Mr. Hastings. In a district so crowded that the schools run on shifts,
the UPS charter offers 190 days of teaching, vs. 163 in other schools.
Cleaning, food service and even gym classes are contracted out to
save money. Teachers get a month of training -- nationally, three or
four days 1s common -- and will depend for part of their pay on how
well students perform on statewide tests and how many return for the
next school year.

Although one-quarter of the students are poor, the messagc in
Stockton is that evervone will go to college. Each classroom is namned
for a university -- there's the San Diego State class, the Pepperdine
Universily class -- and the school puts aside 1% of its $1.5 million
budget for college scholarships. "Everyone wants in," says parent
Yvonne Sousa. The school will have spots for 60 new kids in the fall;
it stopped taking applications when the list hit 200.

Del Alberti, superintendent of the Lodi Unified School District that
feeds into the charter, says he welcomed the nonunionized school
because it gives him the chance to try out ideas that either the state
education code or the teachers’ union contract precludes in his
schools. UPS schools, for example, combine two grades in the same
classroom,; the idea is that kids develop different skills at different
ages. "We couldn't get a buy-off from the union on that," says Mr.
Alberti. With what Lodi has learned from the UPS charter, though,
Mr. Alberti says it will open its own charter in August -- and this

Pagz
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|

ﬂ UPS plans annther Stockton elementary this fall, and two charters in

l, Oakland (St. Louis Bertrand has decided to rent its school to L'PS).

|| Oakland Mayor Jerry Brown is encouraging charters as part of hus I
effort to turn around a woeful school district. "I don't think they can |

’ reinveat from the inside without someone like us on the outside,” Mr

|| Shalvey says. "and [ don't think we'd do as wel! if we weren't looking

!| over our shoulders at them."

[

[
What's next? San Jose, San Francisco and Los Angeles are on Mr. F
Shalvey's mastcr plan. "People are going to get really mad at us" as his
schools compete and expand, Mr. Shalvey predicts. The idea dvesn't

!
seemn to trouble him. |

[ Write to June Kronholz at june.kronholz(@wsi.com l
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Millions to benefit schools

e New Schools Fund: Group hopes to distnbute $20 mullion for education
and to provide other support.

By SL WYKES
Mercury News Staff Wnter

Some of Silicon Valley's most savvy venture capitalists are about to test whether the
same techniques that nurtured the nation's high-tech industry to success can be used to
help educate the nation's children.

The New Schools Fund, with offices in Redwood City, will start relatively small, aiming
to fill and then distribute an initial purse of $20 million. Although its mission will include
public education about being an educational entrepreneur, it also will organize
conferences, publish materials and encourage networking on important educational
1ssues, said executive director Kim Smith.

In its first round of funding, New Schools will be looking for a dozen or so projects,
drawn from an initial pool of profit and non-profit candidates. Some have a technological
focus, others offer new management ideas. The first round of funding will be focused on
programs for disadvantaged youth, Smith said, but the higher mission is to find ways to
improve the educational system.

Following the classic venture capital model, New Schools will offer assistance to those
projects, working collaboratively with the projects to support their growth. That could
mean anything from helping a project find good managers to offering business expertise,
Smith said.

In another departure from standard foundation form, the fund also will work closely with

its grantees to create ways of measuring results, something that has been an ongoing topic
of debate in education.

What New Schools wants to capitalize on is the entrepreneurial spirit that spots windows
for change, then apply that to education, Smith said

It's another form of the venture philanthropy that has picked up speed recently, with
organizations such as the Entrepreneur Foundation, Silicon Valley Community Ventures
and Lenders for Community Development bringing that venture capital model to non-
profit organizations and would-be businesses in low-income communities.

Education plus business
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What 1s New Schools?



Background

» Created by technology venture capitalists
and entrepreneurs who want to translate
what they know into improving public
education

» Staffed with “hybrids” who combine
education entrepreneurship and business
management expertise




Experience of Our Founders

* There 1s a New Economy -- a Knowledge
Economy

In which...
 Networks and Scale matter

* Entrepreneurs and leverage matter



Old

a skill

labor v. mgmt.
monopolies
plant, equipment
security

wages

status quo
standardization

hierarchical

regulation

VS.

New Economy

life-long learning
teams

competition
intellectual property
risk taking

options, accountability
speed, change

custom, choice

networked, chaordic

convergence of sectors



Reference Points:

* VC: Doerr backed Amazon, Netscape, AOL,
Intuit, SUN, Lotus, Freemarkets, co-founded
(@home Networks, etc.

* Entrepreneur: Barksdale - Fed Ex transformed
postal service, Netscape changed our lives w/
the internet

* Social Entrepreneur: Teach For America,
AmeriCorps




Venture Approach

* Specialize by industry-- pattern recognition
1s key to value add

* [.ook for levers for change
* Build scalable ventures

e Hands-on -- value-add; BOD member,
advisors, resources, team members

e Networks -- connect ventures with new
economy resources



Social Entrepreneurs, like business
entrepreneurs...

* Are visionary -- not satisfied with status quo, nor
constrained by “the rules”

* Are passionate, driven, determined, tenacious
» Act with a sense of urgency
 Lead with integrity and inspire others to join the cause

« Need investors (“‘venture philanthropists™) willing to
contribute substantial financial, intellectual and human
capital over time.
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The New Schools Venture Fund is a nonprofit
venture philanthropy fund dedicated to improving
public K-12 education by supporting outstanding
education entrepreneurs.

We achieve this mission by creating:

+ A portfolio of 10-20 of the best education ventures,
both non-profit and for-profit

+ A nationwide network connecting education
entrepreneurs with New Economy resources.




How New Schools Operates:

Industry focus (K-12 public educ)
Review incoming business plans (non ©t and )
Due diligence -- extensive

Investment Partners

— meet quarterly to make decisions on grants, loans, or
equity investments

— 1nclude donors and education experts
Fewer but larger investments; BOD seat

Capacity building for the field, network
development, incubations



New Schools Investment Criteria

1. Scalable

2. Sustainable

3. Passionate Hybrid Leadership - understand and
combine education and business management

4. There 1s an important strategic reason for New
Schools specifically to be at the table

5. High Leverage opportunity to improve public K-12

education, as indicated by:
Targets a vulnerability in the system, meets a real need
Measurable: progress towards outcomes can be assessed
Catalytic: designed to overcome systemic inertia



Layers of Impact:

4. Mobilize significant capital

2. Catalytic Effect on Education System

1. Portfolio educational outcomes for kids




new- 100

“Hybrid” Translator




New Schools’ Unique Combination:

 Industry focus: public K-12 education for
poor and underserved children

* Network of New Economy donors, with
Investment Partners decision making
process

* For profit and non profit ventures



Netional Office

930 Easi SOt Street
Chicago, IL 80615
Phone: 773-373-3388

Fax: 773-373-3571

Washingion, DC Buresu
1002 Wisconsin Ave . NW
washington, DC 20007
Phone: 202-333-5270
Fax: 202-728-1192

New York Bureau
330 Wea! 42na St.
Suhe 1511

New York. NY 10038
Phone: 212-425-7874
Fax. 212-968-1412

Los Angeise Buresu
12021 Wilishire Bivd
Suite 700

Loa Angeles, CA 80025
Phone: 310-889-1111
Fax: 310471-1453

Detrolt Bureau

First National Building
660 Woodard Ave.
Suite 1433

Detroit, M| 48226
Phone: 313-883-8005
Fax: 313-883-8012
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May 17, 2000

The Honorable William Jefferson Clinton
1600 Pennsylvaria Avenue, N W
Washington, D.C. 20500-0001

Dear Mr. Prestdent:

On Saturday, October 7, 2000, at the Beverly Hilton Hotel in Beverly Hills, we
will celebrate my S9* birthday at our Third Annual Rainbow/PUSH Coalition
Awards Dinner. This year the dinner will be a culmination of 8 two day “Wall
Street - West” conference. Last year was a very special evening in which we

honored your good friends Fred ‘8 - A-~dla We alen hanored
Stevie Wonder, John Wilhelm, F “‘ ua
Assembly Antonio Villaraigosa ! Bqu ers

We were treated to a wonderful Sawd ) nder
gave an impromptu muni-concer

Berry Gordy, Warren Beatty, D \{ rkle
(also a past honoree), and sever eed to
serve as Honorary Co-Chairs fc nonth
in Silicon Valley, we would be A with
the Rainbow/PUSH Coalition I and
outstanding dedication to publi ,@) £ S / ({ QJ
extraordinary talents to help m :
From your unwavering dedicat

admunistration’s extensive wor Cc, : G% ve re-
instilled in the American peopl. . :am.

With your wisdom, your humility, your hope and your humor, you not only enable,
but inspire people of all walks of life to reach higher, to walk taller, and to embrace
the blessing of life.

I very much enjoyed accompanying you on the New Markets/Digital Opportunity
Tour last month and I'm glad we were able to find a moment to discuss this in
person. Your continued support of Rainbow/PUSH throughout the years means a
great deal to me. It is my sincere hope that with the dinner five months away, you
will be able to arrange your hectic schedule and join us in Los Angeles to receive
this honor for which you are so deserving.

We are also hoping Nelson Mandela will permit us to honor him with the Legend
Award. Unlike previous years with numerous honorees, we will only give out
these two awards this year, given the obvious stature of the honorees.

Rev. Willie T. Barrow, Co-Chair of Board of TPustees * Dennis Rivera, Co-Chair of Board of Trustees

Janice L. Mathis, Genzral Counsel
Rev. Jesse L. Jackson Sr., Founder & President

1)
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930 East 50th Street
Chicago, IL 80615
Phone: 773-373-1388
Fax 773-373-3571
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New York NY 10038
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May 17, 2000

The Honorable William Jefferson Clinton
1600 Pennsylvania Avenue, N W
Washington, D.C. 20500-0001

Dear Mr. President:

On Saturday, October 7, 2000, at the Beverly Hilton Hotel in Beverly Hills, we
will celebrate my 59® birthday at our Third Annual Rainbow/PUSH Coalition
Awards Dinner. This year the dinner will be a culmination of a two day “Wall
Street - West” conference Last year was a very special everung in which we
honored your good friends Fred Korematsu and Maya Angelou. We also honored
Stevie Wonder, John Wilhelm, President of H E R E., Speaker of the California
Assembly Antonio Villaraigosa and actress Holly Robinson Peete, among others
We were treated to a wonderful performance by Erykah Badu and Stevie Wonder
gave an impromptu mini-concert to cap off a truly moving celebration.

Berry Gordy, Warren Beatty, Don Comelius, Dolores Robinson and Ron Burkle
(also a past honoree), and several other distinguished friends have kindly agreed to
serve as Honorary Co-Chairs for the evening. As per our conversation last month
in Silicon Valley, we would be delighted if you would allow us to honor you with
the Rainbow/PUSH Coalition Leadership Award for your indomitable spint and
outstanding dedication to public service. Your example of employing your
extraordinary talents to help make a difference in our world is truly inspiring.
From your unwavering dedication to children and education, to your
administration’s extensive work to create over 19 million new jobs, you have re-
instilled in the American people the ability to hope and the inspiration to dream
With your wisdom, your humility, your hope and your humor, you not only enable,
but inspire people of all walks of life to reach higher, to walk taller, and to embrace
the blessing of life.

I very much enjoyed accompanying you on the New Markets/Digital Opportunity
Tour last month and I'm glad we were able to find a moment to discuss this in
person. Your continued support of Rainbow/PUSH throughout the years means a
great deal to me. It i3 my sincere hope that with the dinner five months away, you
will be able to arrange your hectic schedule and join us in Los Angeles to receive
this honor for which you are so deserving.

We are also hoping Nelson Mandela will permit us to honor him with the Legend
Award. Unlike previous years with numerous honorees, we will only give out
these two awards this year, given the obvious stature of the honorees

Rev. Willie T. Barrow, Co-Chair of Board of Trustees ¢ Dennis Rivera, Co-Chair of Board of Trustees

Janice L. Mathis, General Counsel
Rev. Jesse L. Jackson Sr., Founder & President











