Philanthropy--Venture

PHOTOCOPY
PRESERVATION



. B ‘.Vs"fq"c"IfA‘le—fv;E'N';T,'U_'R.'E—PfA‘R'T"N'E:R’su
seeks to_deyelop
philanthropy and"

volunteerism to achieve:

posifive social change
in the PugetﬁSound
‘region. Usipg the
venture VcapitaL

approach as a model,

v
@
w
=z
-
o
<
a

1601 Second Avenue, Suite 615

Seattle, WA 98101

SVP is committed to
givfng time, money and
expertise to creafe
partnerships with not- ] . ) KX
A COMMUNITY OF:

0 for-profit organizations.

7

SocCIAL INVESTORS‘ _\

%)
o
L
=z
—
o
< <
[- N

1601 Second Avenue, Suite 615

" Seattle, WA 98101




A NEW KIND
OF GIVING - -

Business and Technology professionals look-

ing for a way to invest their time, expertise

and resources in the Puget Sound community.

have joined to form Socia! Venture Partners.

Building a dynamic connection between
entrepreneurial energy and grassroots inno-
vation, SVP links business professionals and
non-profit organizations to make a hands-on
difference.

Social Venture Partners was the
inspiration of former Aldus Corporation
president Paul Brainerd. Additional founding
members include technology industry leaders
Scott Qki, Ida Cole, Bill Neukom and Doug
and Maggie Walker. The vision of the
founders is to build a philanthropic organiza-
tion using a venture capital model, where
Partners invest in innovation, and then
actively nurture their financial investments
with guidancé and resources. SVP gives
professionals a way to engage in a new style
of philanthropy that allows Partners to take
an active role in their charitable giving.

CONNECTING BUSINESS
WITH COMMUNITY

Social Venture Partners is a non-profit, .
volunteer-driven organization dedicated to -
addressing children’s and educational issues
in King County. Each Partner commits to a
minimum annual contribution (tax-deduct-
ible) of 55,400, for at least two years.

As responsible investors, Partners have
a genuine interest in providing whatever it
takes to help bolster the success of every one
of our investees. Partner involvement ranges
_ from hands-on work — such as mentoring a_

SVP is looking

in the commu-
nity to identify
where the needs
and solutions
are—in the
same way a venture capitalist
would look for innovation and
entrepreneurship.

—Paul Brainerd

child, setting up a website or network,
coordinating a special event, or designing

a marketing brochure— to management
support in the areas of finance, strategic
planning, fundraising, legal, training,
promotions, real estate and more. Although
Partners are not required to contribute time
and expertise, over two-thirds do.

INNOVATIVE SOLUTIONS
FOCUSED ON CHILDREN'
AND EDUCATION

Most of our work takes place in small entre-
preneurial groups of Partners who research
children’s and education issues, make invest-
ment decisions, and organize volunteer
efforts to help our investees. Since SVP was
launched in 1997, we have granted over
$900,000 among thirteen nonprofit organi-
zations in King County. In 2000, we expect to
invest an additional $1 million more in
schools and nonprofit organizations whose
programs support positive outcomes for kids.

L
=
=4
=4
&
b3
<
)
3
=
z
I
S

CATALYZING A NEW
GENERATION OF
SOCIAL INVESTORS

SVP also offers a range of information, work-
shops, and resources to further develop the
personal philanthropy of its Partners. Excel-
lent speakers are invited to share their exper-
tise on topics such as creating personal

giving plans, social entrepreneurship and
children's and education issues. By informing.
and educating its Partnership, SVP hopes to
catalyze the philanthropic potential of the
Puget Sound region.

With SVP ther€ is a real

connection to the beneficiary.

| get to see my gift at work,
volunteer, and also learn about
evaluating candidates. | use infor-
mation and processes learned at
SVP in my other philanthropy.

-Howard Philip Welt,

SVP Partner

WE INVITE YOU
TO LEARN MORE

To learn more about Social Venture Partners,
or to sign up to become a Partner, please
visit our website at www.svpseattle.org, send
email to info@svpseattle.org or call us at
206-374-8757.

OR

Complete this card and return it to Social
Venture Partners.

{1 Please contact me with more informa-

tion. The best way to reach me is:

EMAIL:

PHONE:

BEST TIME TO PHONE:

[0 rd like to attend the next Partners
Meeting (October or May).

(J 1am not interested now, but please
contact me again in 6 months.

[J Please sign me up to be a new Partner.

} am enclosing my tax-deductible
contribution of $5400*.

NAME

ADDRESS

CiTy

STATE/ZIP |

EMAIL

PHONE

* For information about corporate matching or
donating stock, please call us at 206-374-8757.
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Learning more about
Kimball Elementary

hen June Thornton pulled up
to Kimball Elementary for her
first site visit, she had to park
behlnd a police car. Not sure what
to expect, she nervously asked the

_ officer if there was some kind of

trouble. Kimball Elementary is one
of the most ethnically and economi-
cally diverse schools within the Se-
attle School District.

. About 50% of the students

qualify for free or reduced lunches.

More than 30% come from a home
where English is only spoken as the
second language. Kimball is also an
"Open Concept” school, which
means there are no walls between

. classrooms. Add a squaa car to the

mix and June figured it was a good
recipe for chaos. June wanted to

- make sure she knew what she was

I1133W 517 pue uyor &

“ getting into before she walked inta
" the school.

The officer laughed, “You know,
we never have any trouble at this

school. | just drop by to visit with
the kids.” And after spending time
at Kimball, June has to agree. “It's
amazing. The kids are so polite and
focused. It's a close-knit and caring
community and, after our site visits,
| was determined to get them a
grant.” She also became their Lead
Partner.

Victoria Foreman has been the
principal at Kimball for over twelve
years. Several years ago, she real-
ized that the school needed to be
more aggressive and direct in deal-
ing with the growing problems of

declining economic levels and grow-

ing ethnic diversity of the students.
Sht_e hired a full-time counselor,
Theresa Escobar, to help students in

academic, emotional, or social need.

Theresa is the link between the
student, the staff, the parents;.and

-any additional community support

needed to keep the child on track.
She also coordinates programs such

" maker.

as scholastic tutors and Special
Friends, which pairs a child with a
mentor. This past year, over one
hundred students at Kimball were
tutored at least one hour per week
on a one-to-one basis. In addition,
forty-two children were placed
with a mentor in the Special
Friends program. SVP had six Spe-
cial Friends at Kimball this year;
they were John Schwabacher, Mike

- and Molly Hanlon, Martha Dale,

Erin Hemmings, and Paul Shoe-
Kimball also started the innova-
tive Conflict Manager program:
This program empowers students,
especially fourth and fifth graders,
to identify, confront, and peace-
fully resolve potentially volatile -
situations between students. The
mangers learn non-violent tech-
niques to settle disputes and take
their role very seriously. When they
can't resolve a conflict immediately,
kimball continued on p.5

SVP PARTNER MIKE HANLON PROVIDES

AT KIMBALL ELEMENTARY SCHOOL.

[

HOMEWORK HELP AND IS A MENTOR TO HIS “SPECIAL FRIEND"

st

Three New
Education Investees

ON APRIL 27, EMER DOOLEY'S
Spring ' 99 Education Grant
Committee finalized its decision
on three new Education Investees
for SVP. Thank you to all of them
(Megan Dahl, Barbara Norman,
Joan Morse, Michelle Chor,
Madeline Kirbach, Martha Dale,
Molly Hanlon, Mike Hanlon, Lisa
Slivka, Jabe Blumenthal, Julie
Edsforth, and David Ostroff).

Youth Tutoring Program

Youth Tutoring Program (YTP) is
an academic enrichment and
remedial tutoring program for .
at-risk youth (ages 6-19) in

- Seattle’s six low-income public
. housing communities.

SVP is funding half of a staff
restructuring proposatl that
upgrades the status of four part-
time Education Coordinators to
full-time status. The coordinators

" recruit and schedule volunteers,

oversee tutor training, build
“individualized tutoring plans for
each student, create workplans
for tutors, and administer
program assessment. YTP’s Lead
Partner is Moily Hanlon.

_Seattle Children’s Home

Seattle Children's Home is a
school for emotionally disturbed
young people who have been
unsuccessfully placed in schools
two or three times during the
course of a single year. Often ~
these children are homeless,
victims of physical abuse, or
children of broken homes. All
are in a dysfunctional emotional
state. SVP is funding a program
within SCH that focuses on
Activity-based Learning and

. Service Learning projects. The

training provides on-going

formal and informal assessments
and transition support as the
child is re-integrated in a larger
school program. SCH's Lead
Partners are Barbara Norman and-
Lisa Slivka.

Meany & Madison Middle

Schools with the Institute for

Community Leadership

Meany and Madison Middle

Schools will contract with ICL to

provide 360 incoming 6" grade
new grantees continued on p.f'7
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By ANN GRIMES
Staff Repoerter of THE WALL STHEET JoUnNAL

AN FRANCISCO-Is Silicon Valley

changing its miserly ways? Another

technology tycoon, Jim Barksdale, is

making a big donation to a university.

Mr. Barksdale and his wife plan to an-

nounce today that they will give $100
million to the University of Mississippi
Foundation to create the Barksdale Read-
ing Institute, which will focus on improving
children’s reading skills.

An ‘Ole Miss graduate, Mr. Barksdale is
the former chief executive of Netscape
Communications Corp. and a leading ven-
ture capitalist. ““We've been blessed and
it's time to give back to society,” he said in
a statement.

The Barksdales' gift comes on the heels
of a 3150 million donation by entrepreneur
James H. Clark for a cross-disciplinary ini-
tiative in biomedical engineering and sci-
ence at Stanford University, where he was
formerly a faculty member. “I hope I'm
starting & trend,” Mr. Clark said at the
time.

Both gifts, of course. follow the dona-
tions of Bill and Melinda Gates. who have
given billions in the iast few years for edu-
cation and health initiatives.

The donations come amid a widely held
perception that the technology community
has been slow to share its wealth. Even
President Clinton chided the sector at a re-

cent White House conference on philan-
thropy. "'Silicon Valley and the whole ven-
ture-capital, high-tech community needs
to be at the forefront of . .. [giving] be-
cause of the same reason Willie Sutton
robbed banks. That's where the money is,"
he said.

The Valley's Scrooge-like image isn't
baseless. A recent study by Community
’ Foundation Silicon
Valley, a major San
Jose, Calif., philan-
"\ thropy, found that al-
' most 45% of Valley
households with in-
comes over $100,000
gave less than 2% of
their income, the na-
, tional average. An-
{ other 6% gave noth-
¢ ing at all. Six in 10
¥ wealthy households
X donated used house-
- hold goods and cloth-
ing, rather than
cash.

When it came to corporate philanthropy,
18% came in the form of products, often
computer hardware and software that was
written off at retail.

But Peter Hero. Community Founda-
tion's executive director, says the tide is be-
ginning to turn. His foundation’s endow-
ment jumped to $412 million in 1999 from $70
million in 1996. Start-ups, like online auc-

27

Jim Barksdale

tioneers eBay Inc., have donated pre-!
stock worth millions, and Mr. Hero is :
proached regularly by rich entreprene
who want to start private foundations or .
nate to his.

**Mr. Barksdale js the next person i
lengthening line to become meaningf:
involved in charitable giving,” Mr. }..
said. Still, he says, **We've only scratc..
the surface.”

Part of the reason entrepreneurs ha
been slow to give, Mr. Hero says., is becau
they don't know how. *Not manv h:
strong role models for giving and volu
teerism growing up,” he says. Many w
young families are actively building bu:
nesses. They are reluctant to give aw.
‘monopoly money,” or can’t because the
stock is restricted.

Mr. Hero says it is common to see e:
trepreneurs like Messrs. Barksdale arn
Clark donate to their alma maters. Almc:
40% of charitable giving in Silicon Valle
goes elsewhere, in part because 60% of t!:
people are transplants. It's also becaus:
"people focus on contributions that ar
easy and organizations that they have co
fidence in, like university alma maters an.

children's schools,” Gib Mvers, a ventur
capitalist active in philanthropy, saic
“People are more inclined to give $1 mi:
lion to an out-of-state university thai
$25.000 to a local cause because they kno
how to do this."

Mr. Hero and his colleagues are tryin.

to educate all parties involved. Venture

P

capitalist Kevin Fong has started an ad-
junct group that targets young entrepre-
neurs: “‘Silicon Valley is developing its
own identity and dvnamic on philan-
thropy.'' he says. '‘We want to give in i
different way than the older generation-
the Gordon Moores and David Packards.™
This new giving is more hands-on than
writing a check. It's also profit-oriented.
Mr. Fong wants non-profits to run more
like for-profits *'to enable them to be more
appealing to the new philanthropy of Sili-
con Valiey.”

Effective giving takes work, Mr. Hero
says. Mr. Barksdale's gift, for instance, is
a public-private venture that will pool re-
sources and build on a successful re-
search-based reading reform model. "It
has been proven that these programs do
work,”” Mr. Barksdale said, ‘‘but only if
they are properly implemented.’” The In-
stitute will be a joint venture with the Uni-
versity of Mississippi's School of Educa-
tion, the state’s Education Department
and seven other state university schools of
education. Y

Mr. Barksdale and his wife, Sally, say
they chose Mississippi schools ‘“‘because it
is our home state and we want it to serve as
an example of what can happen when the
public and private sectors work together to
attack society's greatest issues.”

—Kara Swisher
contributed to this article.
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Nasdagq Hits
New High;
Dow Slides

WEDNESDAY’S
MARKETS

By E.S. BRowNING
Staff Reporter of THE WALL STREET JOURNAL

Microsoft sagged, but most other tech-
nology stocks surged, pushing the Nasduq
Composite Index to its first record ciose
since Jan. 3.

Most hurt by Microsoft was the Dow
Jones Industrial Average, which has in-
cluded the software titan since last year.
The blue-chip index fell 71.36 points, or
0.627%, to 11483.36, leaving it down 2% from
Friday's record and marginally down
since the year began.

Microsoft's fourth-quarter perform-
ance disappointed Wall Street, as did that
of Honeywell International. The two stocks
together accounted for about 70 points of
the industrials’ decline. (Every §1 move in
an industrials component’s 4 p.m. price
moves the index about five points.)

But in the Nasdaq Stock Market, Micro-
soft's fall was outweighed by big gains
from the likes of Yahoo! and Qualcomm.
The Nasdag composite advanced 20.48, or
0.5%. to 4151.29, surpassing its Jan. 3
record close of 4131.15.

Bonds regained some ground and the
dollar was mixed.

Nasdaq avoided a decline because
“'money was coming out of Microsoft and
going into other Nasdaq tech stocks,”
explained John Peluso, head of block trad-
ing at Lehman Brothers. *'It was truly a
reallocation of funds there."

Earnings are driving the market, Mr.
Peluso said. After earnings announce-
ments that followed the close of regular
trading yesterday, America Online rose in
after-hours trading, as did International
Business Machines and Apple Computer.

Drug stocks such as Merck and con-
sumer-product stocks such as Coca-Cola
gained, but financials fell. On the New
York Stock Exchange, almost the same
number of stocks advanced as declined,
1,449 to 1,560.

The Russell 2000 small-stock index re-
mained strong, rising 6.56, or 1.28%, to
520.02. It is up 3% for 2000, outpacing
the Nasdaq composite, which is up 2%.
“There is money shifting around, looking
for the next new area,” noted Warren
Epstein, head trader at Richard A. Ro-
senblatt.

Internet stocks had another strong
day.

"It is going to get tough out there when
the enthusiasm for the Net gets satu-
rated,” worried Ned Riley, chief invest-
ment strategist at State Street Global
Advisors, a subsidiary of State Street Corp.
He prefers oil, drug and biotechnology
stocks. But he added that, “‘for the next six
months, I don’t think anything is going to
hold back the tech sector because of the
money flows."

Outside the U.S.. stocks declined in
dollar terms. The Dow Jones World Stock
Index. excluding U.S. stocks, fell 1.76
points to 186.12.

In major market action:

Stocks were mixed. On the Big Board,
1.06 billion shares traded.

Bonds gained. The bellwether 30-vear
Treasury bond rose 12/32, or $3.75 for a
$1,000 bond, pulling the yield down to
6.7T14%.

The dollar was mixed. Late in New
York, it traded at $1.0126 to the euro and

105.35 yen to the doliar, up from $1.0136 but

down from 105.69 ven.

THE WALL STREET JOURNAL
THURSDAY, JANUARY 20, 2000
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Enormous Information-Age Wealth Could Fund Charitable Outpouring

BYLINE: RONALD BROWNSTEIN

BODY:

Looking through a list of America’s largest philanthropies is a little like
leafing through a Social Register from the Gilded Age. Most of the 20 largest
foundations are built on fortunes won late in the 19th century or early in this
one. Even now, the names over the doorways at many great philanthropies
memorialize the visionaries and cutthroats who industrialized America and built
a national consumer market: Rockefeller, Ford, Mellon, Lilly (of Eli Lilly),
Mott (General Motors), Johnson (Johnson & Johnson), Kellogg, Pew (Sun Qil) and
Kresge, the lord of the humble five and dime.

Today the information-age economy is generating another wave of massive
fortunes--in finance, entertainment, communications, computers and the Internet.
What’'s not clear yet is whether this new affluence will produce charitable
institutions that affect American life as profoundly as those the industrial age
left behind.

The problem isn‘t any lack of resources. Americans’ total wealth has
increased as fast in this decade as in any this century, calculates Edward
Wolff, an economist at New York University. In 1982, Forbes magazine counted 13
billionaires on its list of America’s wealthiest; now it finds 267. Ten years
ago, the number of mere millionaires stood at 1.3 million; now the total is 5§
million. Forbes says the trend lines point toward 20 million millionaires in a
decade. Even Regis Philbin can’t match that pace.

Is this new wealth inspiring renewed social commitment? The evidence is
mixed. As a share of the gross domestic product, charitable giving has increased
in the last four years--though only to 2%, no more than in 1970. As a share of
household income, charitable contributions have actually declined slightly since
1989.

Yet because the economy is growing so fast, even these mixed trends are
widening the flow of funds to American charities. Total giving last year rose
11% to nearly $ 175 billion. The number of private foundations supporting
charitable work has increased by nearly one-third in just the last seven years.
And the names on those new foundations are beginning to include some of the
titans of the new economy--led by Microsoft founder Bill Gates, whose Bill and
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Melinda Gates Foundation is now America's largest.

The line behind Gates isn’'t as long as it should be. But it'’s much too early
to write off the civic spirit of the Internet rich. "If people are assuming that
the score is done and the game is over, they will be disappointed," says Paul
Shoemaker, 38, the executive director of Social Venture Partners in Seattle, a
group that connects younger high-tech execs to charitable activities. "But in
fairness, it’s the second inning of a nine-inning game for this generation." And
indeed at two distinct poles of the charitable world, there’s reason for
optimism that a new surge of engagement and creativity is coalescing.

One promising sign is the emergence of the megaproject. So much money is now
available to the very richest of the rich that the most aggressive are able to
pursue ideas not at demonstration project levels but as full-fledged national
programs comparable to those the federal government might launch.

If Washington had produced a scholarship program to help more minority
students earn college degrees in math, the sciences and education, it probably
wouldn‘t have been much larger than the stunning $ 1 billion that Gates’
foundation recently committed to that cause. Likewise, the $§ 155 million that
New York venture capitalist Theodore Forstmann recently raised to provide
private school scholarships for needy children rivals the national tests of
school vouchers that House Republicans have tried (without success) to pass.

Even projects as ambitious as these can’t replace government. But they do
open an alternative avenue to innovation at a time when the standoff between the
two parties has prevented Washington from funding virtually any significant new
domestic initiatives. "There's stalemate on issue after issue here," says Bruce
Reed, President Clinton’s top domestic policy advisor, "but we could easily get
around it if the nonprofit sector thinks big enough."

Down in the (relatively speaking) weeds of the new money there are other
promising developments. One distinctive characteristic of this boom is the
amount of money it has placed in young hands. That creates great philanthropic
opportunities but equal challenges, because philanthropy, like a taste for
winter cruises, traditionally has been a passion acquired with age.

Yet innovative efforts are emerging to change that pattern. The
industrial-age moguls built imposing national philanthropies that re-created the
top-down structures of their companies. Now the information-age rich are
assembling decentralized, locally focused charitable networks that reflect their
management ethos, notes White House aide Eric Liu, who helped organize a recent
presidential conference on philanthropy.

The best example is Social Venture Partners, which has spread from its
founding in Seattle in the fall of 1997 to Austin and Phoenix, with another
affiliate now forming in Dallas. The groups raise funds from young high-tech
execs (who agree to give $ 5,000 a year) and then contribute both money and
expertise to local nonprofit organizations, mostly small start-up groups working
in low-income communities. In what’s been dubbed "venture philanthropy," the
partners burrow in to help the organizations upgrade their technology and devise
tangible plans to raise their visibility, stabilize their finances and measure
their progress.
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"Benefiting shareholders is one thing," says David Lunsford, a senior Dell
Computer Corp. executive who founded the Austin Social Venture Partners. "But
benefiting people who directly benefit from your services 1s another thing
entirely."

This intimate involvement reflects a desire for direct action among the baby
boom and younger generations that has replaced a belief in national politics as
the best means to improve society. Over time, the key question may be whether
young executives accustomed to the instant gratification of the IPO and the
adrenaline rush of business on Internet time can sustain their commitment to
civic work where progress typically comes more grudgingly. Now more than ever,
speed is the key to business success. But, today as much as a century ago, the
indispensable ingredient for social change is stamina.

Ronald Brownstein’s column appears in this space every Monday.

See current and past Brownstein columns on The Times’ Web site at:
http://www.latimes.com/brownstein.

GRAPHIC: GRAPHIC-DRAWING: (no caption) JEFF DANZIGER / For The Times
LANGUAGE: English
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Memo
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VAR

From: New Profit, Inc. Team
Date: November 24,1999

Re:  NPI Update

Greetings and Happy Thanksgiving. This is an exciting and busy time at New Profit, Inc.
with lots to report. Some highlights of recent events include:

NPI In the Press — NP1 was recently featured in Fast Company magazine and the
Wall Street Journal; find both articles enclosed for your review.

NPI & Monitor Deliver — we are very excited about the recent deployment of
Monitor coaches to our portfolio organizations. Robin Webby is working with
the Codman Square Health Center; Lisa Grove is working with Citizen Schools;
Margaret Covell is offering strategic guidance to Jumpstart and Nancy Michels 1s
assisting Working Today in New York. Additionally a fundraising institute was
held at Monitor Cambridge for Jumpstart.

NPI Adds Muscle — we are very pleased to announce that Victoria Wilde has
joined our team. Victoria brings experience from Nextera Enterprises Consulting
and will be working closely with Vanessa on Investor Relations.

NPI In the Field — NPI recently presented at two notable conferences for high net
worth individuals and philanthropists. Vanessa and Kelly presented venture
philanthropy at the request of Rockefeller and Company at a conference entitled
“New Generations of Wealth” at the Rockefeller Estate in Tarrytown, New York.
Vanessa and Aaron Lieberman delivered a one-two punch to The Philanthropic
Initiative’s recent conference on new trends in philanthropy.

Enjoy the Holiday!

NPT — Bosen %&3@\&(&5 G\doe_ - Il/%\c’o’

2 CANAL PARK < CAMBRIDGE, MA 02141 « PHONE 617.252.3220 « FAX 617.252.2100



DKHTAL
'kHNKERS,
ALENT
COUTS,
DESIGNERS
AND
DREAMERS
HO ARE
CREATING
YOUR
UTURE

g

i
L.
B
!
|

L T e e

" WHAT ARE YOU WORKING ON? | DECEMBER 1999

- PLUS

THE WEB
LEARNS Tt
LAUGH

THE MINT
MAKES
CHANGE

A “MAYB E-
\ " PROOF"
i YOUR
COMPANY
GIVE BACK

‘.~ FORTHE

HOLIDAYS




firiad Juslice

h

hane
Wa reaponal b '
ress Ay harsh j%

Side




zzzzzzzzzz

999



fmw/ /Mﬁ(c

why he set out to change the world, all he hastodo i round
in his chair and survey the office wall behind him. There, in a golden
frame, hangs a collage of snapshots from a 1995-19g6 trip around
the world that he and his wife, Vanessa Kirsch, took to meet other
sacial entrepreneurs. The people in those photos believe in the same
things that Khazei and Kirsch believe in. They've fought similar bat-
tles—for funding and for survival. And they've prevailed against great
odds to reshape their respective corners of socicty. Included in the
collage are Debashis Nayak, an architect in Calcutta who works with
communities to preserve ancient landmarks; Ashraf Patel, a young
Indian woman who heads a cultural-awareness program to bring
Muslims and Hindus together; and dozens more.

Seeing their faces fills Khazei with a renewed sense of purpose. It
reassures him not only that he chose the right path but also that he is
not alone on that path. “We went on the trip looking for change
agents— people involved in making a difference in all sectors: business,
government, and nonprofit organizations,” Khazei says. “We found that
these were people with whom we shared common values, common
desires, and common hopes—hopes for children, hopes for peace,
hopes for what's possible in the 21st century. I came back from the
trip even more committed to what we're doing.”

Before their nine-month sabbatical, both Khazei and Kirsch had
independently built visionary vehicles for social change in the
United States. Khazei’s brainchild was City Year, a sort of domestic
peace corps that he cofounded with law-school buddy Michael
Brown in 1988. The program had grown from 5o members in Boston
to 1,000 members in 1 cities. Kirsch was no less accomplished. In
1991, she started Public Allies, a thriving national youth-service
program based in Washington, DC. Both Kirsch and Khazei were
looking for an answer to the question “What's next?” “We knew
that what we were doing was extremely important work, but we felt
like we were banging our heads against a wall,” says Kirsch. “It’s so
hard to grow something. We thought that by taking a step back, we
could ratchet up the work that we were doing—not only for ourselves
and our own organizations but also for the nonprofit sector.”

The trip around the world was one leg of a larger journey for both
of them—a journey toward what Kirsch calls “high-impact” social
change. “We want to make a big dent in history,” she says. Their
quest: to create a venture-capital mechanism for the nonprofit
world —a system that would reward creativity and performance in
the social sector with funding for growth. They want to help build
the next generation of great, sustainable nonprofit enterprises. They
aim to define the future for a new generation of social entreprencurs,
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PARALLEL UNIVERSES
In hindsight, it seems inevitable that Khazei’s and Kirsch’s
lives intersected. Both were born into mixed-religion
homes: Hers was Jewish and Protestant, his Catholic and
Muslim. Both went to colleges in the Boston area— he to Harvard
and she to Tufts. In 1988, she worked on Michael Dukakis'’s presi-
dential campaign; he worked on Gary Hart’s in 1984. And both had
parents who inspired them. Kirsch remembers coming home from
school to find her artist mother painting. “I loved watching her take
a blank canvas and transform it,” Kirsch says. “I would often run
home from school so that I could paint with her. It gave me a sense
of limitless possibility.”

Khazei’s immigrant father, who came to the United States from
Iran, instilled in him the virtues of citizenship. “My father came
from a country with a dictatorship, so he appreciated the value of
democracy,” Khazei says. “He said, “The United States is the greatest
country in the history of the world. It's the only country I could come
to as a foreigner and be accepted and raise a family and contribute.
But he also raised me to have a critical eye. We Americans have these
ideals that we don’t always live up to.”

Neither Khazei nor Kirsch knows how to take no for an answer.
Shortly after Kirsch launched Public Allies, she got in her car and
drove from Washington, DC to Chicago. There she waited outside
a hotel to accost a program officer for the MacArthur Foundation.
She offered the woman a ride to the airport, and on the way, pleaded
her case. They parted with a noncommital “Come and see me the
next time you're in Chicago” from the program officer. Weeks later,
Kirsch road-tripped to Chicago again and called the woman. This
time, Kirsch walked away with her first $25,000 grant. “She thought
that Public Allies was extremely entrepreneurial,” Kirsch says. “And
probably crazy as well.”

Kirsch is, by nature, a relentless battler. Dyslexic, she had to fight
her way into college. “Everybody told me that  wasn't going to get
into the school that I wanted to attend,” Kirsch says. “I wrote to Tufts,
‘Look, my scores are terrible. But I really want to go to Tufts.” It was
a heartfelt letter. 1 just wanted them to know how badly I wanted
to get in—and I did.”

Khazei is no different. He wanted President Clinton to attend the
festivities for City Year’s 1998 annual convention. After all, it was a
campaign stop at a City Year site that had inspired Clinton to launch
the $250 million AmeriCorps program in 1994. But the president’s
staff said that he had no time for a trip to Boston. So Khazei pulled
outal} the stops, lobbying everyone he knew with a connection to the
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White House and calling on City Year corps members to pen more
than oo letters to the president. When the day of the event arrived,
“Clinton was there. Apparently, he found time for a trip to Boston,”
says former U.S. Senator Harris Wofford, who befriended both Kirsch
and Khazei years ago, and who now runs the AmeriCorps program.
“Alan Khazei got Bill Clinton to attend by sheer force of will.”

YOUTH-SERVICE JUGGERNAUTS

Khazei’s dream of starting a national-service program
germinated while he was still in college. “We'd have late-
night discussions about how to change the world, and
about how the United States is the richest country on the planet
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derline nonprofit work.”

more nonprofits and businesses involved in addressing issues

Meet the new revolution. "Social entrepreneurs will lead change as politicians led change
in the 1960s,” Kirsch says. "But it's a different kind of revolution. It's not a revolt in the
streets; it's institution building. But we don't have a system to take any of those innovations
to scale—yet. While we have social innovation that we believe in, and that has been proven,
there's no system to take that innovation to scale. That's the next battleground.”

That vision thing. "Amenica isn a transition period now,” Khazei says. "Don’t forget, for
50 years, when we were in the middle of the Cold War, it was very clear what our mission as
a society was. And it was also very clear what the role of government was Then the Cold
War ended. and we didn’t have an offensive mission. What are we trying to accomplish as a
country? We have noidea. And the irony is that we sit atop the world. America 1s like a colossus:

We have the resources to do so much. We just need to find the will
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After spending roughly a year networking with other social
entrepreneurs around the world, Vanessa Kirsch and
Alan Khazei have a good sense of the future of civil society.

Get used to new profit. “In the future, change agents
will have to be comfortable in all different sectors, both pub-
lic and private,” Khazei says. "They'll have to be willing to
work with the government, to work with nonprofit leagues,
to work with businesses. We saw that everywhere we went.
Even in China, which is communist and very much govern-
ment-controlled, we found that there were people doing bor-

Say goodbye to big government. "The era of big gov-
ernment is over, and not just in America,” Khazei says.
“The issue of government corruption was everywhere. But it wasn't that people were against
the government or ready to throw government away. They were recognizing that they needed

but it still has homeless people and illiteracy and gang violence,”
says Khazei. “Why do we have that disparity? For me, national service
makes so much sense because it gets to the root of the issue. It gets
people involved at a young age so that they will learn what's going
on in a direct way. It turns on what [ call people’s ‘justice nerves’:
If you are exposed directly to an injustice or a need, you want to
do something about it.”

Khazei went on to Harvard Law School because, as his father
advised, he could always find work with a law degree if all else failed.
Butafter graduating, he tumed down lucrative law-firm offers. Instead,
with classmate Brown, he founded City Year. Their hope was that City
Year would spark a movement, taking hold first in Boston and then
spawning parallel efforts in other cities. The premise was simple: that
national service could become both
commonplace and obligatory, a bridge
between high school and college. Young
adults (ages 17 to 24) from all walks of
life would dedicate 1,700 hours a year to
working together on service projects all
over the city. In addition to a modest
living allowance, they would get partial
college scholarships.

City Year began with 50 participants
and funding from Bain & Co. and
Timberland, among others. Today,
wearing their red parkas, khaki pants,
and City Year T-shirts, young corps
members have become a fixture all
across the country, doing morning
calisthenics in the plazas and squares
of their host cities. Teams of members
take on community projects such as
cleaning up vacant lots, providing HIV
education, tutoring and mentoring
other students, and helping the elderly.
Nationwide, this year’s contributions
will look something like this: more
than 1.5 million service hours; more
than 22,000 kids educated about HIV;
about g70 outdoor spaces renovated,;
roughly 150,000 kids tutored and
mentored; and almost 3,000 elderly
provided with support services.
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As City Year was getting off the ground, Kirsch was working for
Peter D. Hart Research Associates, canvassing young people about
their attitudes toward citizenship. Depressed by the gloomy results,
which painted her Gen X peers as slackers and poor citizens, she
decided to find out for herself if that picture was accurate. Living
off of a bonus from work, Kirsch took a month off and drove cross-
country, interviewing young people along the way. She found that
in many cases, young people were interested in doing public service,
but they didn’t know where to begin.

Kirsch then discovered many nonprofits that needed assistance.
They were worried about the future leadership of their organizations,
but they didn’t have the resources or time to recruit new blood.
Kirsch envisioned a solution that would help young people, non-
profits, and their communities. “We needed to create an infra-
structure and organization that would bring those resources together.
We'd help nonprofits and young people, and we'd create a whole
notion of national service, of citizenship, of buzz about its potential.
And we would begin to change the way Gen X was defined”

Public Allies, started in 1991, places young people in 10-month
paid apprenticeships with local nonprofits. “Allies” —the teenage
participants— get anywhere from $1,300 to $1,500 a month {depend-
ing on which city they live in), plus an educational grant from
AmeriCorps of up to $4,725. One day a week, they work on team-
based projects, such as a citywide forum for high-school peer health
educators and violence-prevention programs. The notion has caught
on: With an operating budget of $4 million, Public Allies now places
roughly zo0 youths each year with organizations in nine cities.

City Year and Public Allies became models for the national
public-service movement. Both programs acquired steady funding,
a healthy dose of media coverage, and, arguably, reasonable success —
and that's when the frustration began.

Around 1992, both Khazei and Kirsch began to feel crunched:
They had outgrown their startup phases, but they lacked the
resources to grow. Kirsch had more requests than she could meet
to expand Public Allies into new cities. Paradoxically, though, “Some
of the foundation people were saying to me, ‘Vanessa, you're getting
too successful. We can’t fund you anymore,’ ” Kirsch says. “And |
was thinking, ‘Now, that makes a lot of sense.” Others were saying,
‘Vanessa, you're raising enough money, and you’re showing
surpluses. We can’t give you money.” And I'm thinking, ‘If | were
showing deficits, then you'd give me money. But you're not going
to give e money because I did what I said I was going to do?” "

Khazei, though extremely proud of City Year's success, had grown
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more impatient with its limitations. “I want to see a million young
people in service. City Year's great, 1 love it, but it's only 1,000 people.
AmeriCorps is great, but it's only 25,000 people. The money’s there
now, and the president just vetoed a $792 billion tax cut. Well, if
there’s $792 billion for a tax cut, then there’s $10 billion for national
service. There has to be.”

In April 1992, Wofford suggested that Kirsch meet one of the
founders of a service program similar to hers in Boston. Wofford
started egging Khazei on as well. “He told me, “This woman started
an organization called Public Allies, and it's really hot. She’s going
to blow by City Year. You've got to watch out because she’s young,
entrepreneurial, aggressive, dynamic, beautiful, and talented,’ ”
Khazei says, mimicking Wofford's teasing warning. “And so | said,
‘Well, I've got to meet this person.””

Fate collaborated with circumstance at a June 1992 conference
for social entrepreneurs in Concord, Massachusetts. “I was a little
late, so when 1 came in, everyone was already seated for dinner,”
Khazei remembers. “There was this incredibly beautiful, energetic
woman at one of the tables. She was glowing with positive energy,
and there was an empty seat next to her at that table. And I thought
to myself, ‘I bet that's Vanessa.” And lucky for me, it was. [ sat down
at her table, and we started talking. And we hit it off. She talked
about Public Allies and what she was doing and how she started it.
I talked about City Year. We both talked about the political
campaigns that we had worked on. We ended up staying up until
2 AM. Dinner was long over, they'd closed down the bar, and every-
body had gone to bed.”

Soon after meeting, the two began a long-distance relationship.
They kept it quiet, not wanting nonprofit-world gossip to overshadow
their work. They commuted between Washington, DC and Boston,
and scheduled flight layovers in the same city whenever their travels
permitted. Their mutual travel agent was the first to guess. “He
busted Vanessa,” Khazei says, grinning. “He asked, ‘Are you and Alan
dating?’ and she was shocked. She asked him how he knew, and
he said, ‘Because no one except you two ever requests layovers.” "

BREAKTHROUGH ON THE BEACH

Two years after they met, Khazei and Kirsch decided that
they needed to step back from their cherished nonprofit
projects to seek out new ideas and perspectives. Drawing
on the experience of matchmaker Wofford, who had traveled to India
with his wifc shortly after the two were married, Kirsch and Khazei
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decided that a pilgrimage around the world would be the perfect
tonic for their stagnation. The nine-month-long trip served as a
celebration of their engagement—and of their shared mission. “We
thought that this would be a great way to start our life together—
by traveling abroad, trying to meet change agents and future leaders
and learn from them,” Khazei says.

They were on a beach in Thailand, two and a half months into
their travels, when it came to them: They would create a second-stage
capital market for nonprofits. During their travels, Khazei and Kirsch
interviewed more than 350 social entrepreneurs, businesspeople, and
government leaders in 20 countries. And after seeing their own
difficulties mirrored in their cornpatriots’ experiences and witnessing
how far American capitalism had reached into even the developing
countrics that they had seen, the answer seemed obvious.

“Therc’s lots of startup money for nonprofit work,” Khazei
explains. “There’s lots of money for the really big, established groups.
But there’s almost no money for those organizations in between—
those who need bridge money to sustain and to grow.”

Because of that lack of second-stage funding, nonprofits and phil-
anthropists remain locked into the startup-phase mentality — reward-
ing need and new ideas rather than performance and tested models.
“With all of the effort and money that goes into the nonprofit sector,
why aren’t we solving more problems?” Kirsch asks. “Because the
systern is broken. This is not an intellectual argument. I'm talking
about thousands of people not getting immunized or thousands of
kids not getting access to childhood-development intervention so
that they can learn to read. It's about how to have the greatest possible
impact; how to effect large-scale social change.”

Back home in 1996, Khazei returned to City Year, aiming to
seed the organization in 10 new cities within five years. Kirsch, who
had left Public Allies, began to lay the groundwork for a venture-
capital fund that would serve nonprofits. She approached the project
as she had any other in her life: with complete obsession. “By the
time [ got back to America, | couldn’t think of doing anything else.
When people say, ‘Oh, [ think you're off here. Maybe the timing's
not right,” I think, ‘We're doing.the right thing because I know it, "
Kirsch says. “There’s such a higher drive for me, because I've listened
to voices in Russia, the Middle East, South Africa, China, and Japan,
among others, all saying the same thing. I don’t want to sound
mushy —but this is my calling.”

Kirsch, with Khazei's help, spent a year researching the idea,
assembling a think tank of students, professors, social entreprencurs,
and business leaders. Kirsch and a coworker bulldozed their way into

292 DECEMBER 1999

the office of Harvard accounting professor Robert Kaplan, who had
invented the “balanced scorecard” method of evaluating companies’
nonfinancial performance. Within an hour, they had persuaded
Kaplan to adapt his method for Kirsch’s venture, New Profit Inc.
Kirsch then struck a deal with the Boston-based Monitor Group
to provide mentoring and strategy consulting for the nonprofits that
her company would choose to groom —as well as office space for her
four employees.

Then Kirsch started raising money—$2 million to date from
investors including the Knight Foundation, Mark Nunnely of Bain
Capital, and Chris Gabrieli of Bessemer Venture Partners. Initially,
New Profit will provide four entrepreneurial nonprofits, chosen from
among 40 applicants, with consulting and financial services worth
up to $1 million over three to five years. The inaugural investments:
Jumpstart, which matches college-age tutors with preschoolers;
Citizen Schools, a group that fosters community involvement in
public after-school education; Working Today, a union, of sorts, for
free agents; and Codman Square Health Center, a Boston clinic that
serves the disadvantaged. Mirroring the for-profit venture-capital
paradigm, a New Profit representative will sit on the board of each
funded organization to advise and monitor its progress.

Like Public Allies and City Year, New Profit is intended to be a
test case. If it’s successful, Kirsch hopes and expects to witness the
organization launch a whole new sector —not nonprofit or for-profit,
but new-profit. In the new-profit world, investors will demand a strict
accounting of strategy, operations, and results. They will seek a
quantifiable return on their social investments—not a financial
return per se, but one that is based on measurable social progress.
New Profit grantees that meet certain standards will be rewarded
with additional funding; those that fall short of meeting those
standards will ultimately be dropped.

Competition, in other words, will arrive in the nonprofit world.
“American industry wouldn't be the entrepreneurial mecca it is if
it weren't for venture capital. In venture capital, a lot of the new
ideas get the big grants. People take big risks on new ideas,” Kirsch
says. “But the nonprofit sector is stuck with a conservative, banking
mentality. Funders don’f take big risks on big new ideas. There are
a few people who generally control what gets funded. My goal is
to someday have hundreds of venture-philanthropy funds to fill in
that green space that hasn’t been developed.” X

CHERYL DAHLE ICDAHLERFASTCOMPANY.COM) IS A FAST COMPANY SENIOR WRITER.
CONTACT ALAN KHAZEI [AKHAZEIGCITYYEAR.ORG) OR VANESSA KIRSCH [KSPANREARTHLINK.COMI BY
EMAIL, OR LEARN MORE ABOUT NEW PROFIT INC. ON THE WEB [WWW.NEWPROFIT.COMI.
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When Bob Rubin was tapped as a top ex-
ecutive of Citigroup last week it was cited
on the front pages of the New York Times,
Wall Street Journal and Washington Post,
with major, highly positive stories. Televi-
sion too covered Mr. Rubin-going to the
global financial giant.

But six weeks earlier when the former
Treasury secretary was named chairman
of the Local Initiatives Support Corpora-
tion (LISC), the country's leading commu-
nity development support group, there was
no such blanket coverage. There were sto-
ries in the three major newspapers but
they were short and buried inside. To tele-
vision, it was a non-event.

Yet when it comes to Mr. Rubin’s ability
to affect people’s lives, leading a drive to

Politics & People
By Albert R. Hunt

increase and enhance community develop-
ment in underprivileged areas is more im-
portant than the infinitely more lucrative
job at Citigroup. (He’s not doing it for the
money; Mr. Rubin’s net worth is several
hundred million dollars.)

One wishes that the roles were re-
versed, that he'd be part-time at the huge
financial servicés company and dedicate
most of his energies to community develop-
ment. “It would be almost unprecedented
to have a Bob Rubin devoted to LISC,”
notes Billy Shore, an activist and analyst of
the growing and changing nonprofit field.
“It could have a huge transformational im-
pact on the nonprofit model.” Likewise,
Vanessa Kirsch, who started New Profit
Inc., a venture philanthropic fund for the
nonprofit sector, says “Bob Rubin provides
the type of leadership and reputation that

A Rare Disappointing Rubin Move

could ignite a whole burst of new philan-
thropic giving.”

It’s easy to see why Citigroup wanted
the former Treasury chief. His sterling
reputation and wealth of experience will
provide valuable intelligence and open
doors around the world for Citigroup’s
global ambitions. The company's co-
chairs, Sanford Weill and John Reed, are
big names in the business community but
around the globe are nobodies compared to
Bob Rubin. :

The most successful Treasury secretary
this century, Mr. Rubin is a man of uncom-
mon inteliect, decency and values, who
genuinely cares about the inner cities and
the underclass.

Thus the appeal of bringing his excep-
tional acumen to social problems. There is
a model: Gen. Colin Powell, while serving
on a corporate board and making lucrative
lectures, spends most of his time spear-
heading America’s Promise, marshaling
more resources for at-risk children.

There are the stirrings of a real revolu-
tion in the nonprofit arena. The old line in-
stitutions, like the Ford Foundation and
United Way, remain, but a new philosophy
is emerging among the recent proliferation
of newer ventures. More willing to take
risks, they focus more on kids and poverty
and generally embrace a more entrepre-
neurial, less traditional approach. One of
the pioneers is Billy Shore, who heads
Share our Strength, a national nonprofit
that has mobilized thousands of volunteers
and raised over $80 million for antihunger
and antipoverty efforts. In an inspirational
new book, “The Cathedral Within,” he
chronicles some of these innovative ven-
tures: Boston City Hospital’s Failure to
Thrive Clinic, Seattle’s Pioneer Human
Services, the Chicago Children’s Choir and
City Year, a great success story in tapping
young people for community service.

With the tremendous accumulation of
wealth this decade there should be far
more resources available for these needs.
Certainly the established religious, educa-
tional and cultural institutions are getting
their share. The challenge, however, is to
tap into this money for the less traditional
causes that hope to deal with cutting edge
problems. That will take some persuasion.
According to Billy Shore—an idealist with-
out illusions in the Kennedy mold—despite
all the exciting developments in the non-
profit area, the available funds, when mea-
sured against the problems, “are so inade-
quate” that long-term planning or strate-
gies are impossible.

Although a growth
in charitable contri-
butions has accompa-
nied the vast prolifer-
ation of wealth in the
90s, giving as a per-
centage of income
has been steady. Part
of the reason for the
stasis, however, may
be that some of these
rich folks are looking
for more strategi-
cally placed investments that could have a
bigger impact.

That's what the Vanessa Kirschs of the
world are working on. “We're trying to cre-
ate the same energy and dynamism in the
nonprofit sector that exists in the private
sector today,” she says. Some of these
would be self-sustaining ventures, others
would get government contracts and some
would serve as catalysts to get more people
and organizations involved. Central to all
of this, she believes, is that nonprofits
“must become more business-like” to at-
tract and absorb efficiently any new
money that may come in.

In all of this, there will be risks. Any
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venture that seeks to make a big impact
has, by definition, a higher chance of fail-
ing; that's as true for nonprofits as it is for
private sector entrepreneurs. America’s.
Promise has been legitimately criticized
for hyping its achievements and not fully
disclosing some of its salaries, Yet it also
has energized countless citizens, including
more than a few rich companies who've
opened up their wallets to help kids in
need. .'
America’s Promise likely will get over.
these growing pains. And Colin Powell de--
serves real credit for his leadership in.
these important achievements. He could
have spent most of his time raking in big
bucks, but by all accounts, he plans to stay
at it—at least until the next presidential
administration takes office. :
Bob Rubin, with his extraordinary rep--
utation and cache in the business commu--
nity, might have been the one person who:
could have done even more. Along with-
the chairmanship of LISC—which has 3.
highly regarded president and chief oper-.
ating officer—he could attract financial-
support and spearhead new innovations.
for this risky business of helping deal with
the urban problems that matter so much
to him. e
In an interview this week, the former’
Treasury chief remarked that he’ll “re-
main active in public policy issues,”
though Citigroup will be a full-time job. He-
insists his involvement is enriched by.
“having a strong sense of what’s going on.
in markets and economics. . . you get that,
by being engaged.” Rather than seeing thg:
pressing demands of his new job as a de-’
terrent, he thinks continual contact with
people of great means will help him chan-:
nel more resources into groups doing good: -
“I think [ can do more for LISC by being at!
Citigroup.” .’
I hope he's right; I suspect he'snot. .
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SPREADING
THE WEALTH

Rich, young entrepreneurs are turning to social activism
instead of the typical charities with their time and money

By Lynda Gorov
GLOBE STAFF

EATTLE - The notion
struck each of them in
their own time.

Some say they had
always intended to give
back, if they had ever
B made the money, if
@ they ever had the
hours free. Others
thought only of the
next software program,
the latest legal brief, that business contract
on the table, until they glanced up from
their desks and realized they were rich.

Not rich by Bill Gates's standards, or
even Oprah Winfrey's, but wealthy erough
to wonder what good their good fortu: =
might do. A million or two, or 20, they came
to realize, was enough to do well and live
well. As more than one new millionaire put
it, “It just seemed like it was time."

“It takes awhile for things to become
real and to have a sensc of what you've got
and what you're dealing with,” said Chris
Evans, 33, who sold his Raleigh, N.C.-based
computer software company, Accipiter, for
$55 million last year, and who is now grap-
pling with how much of his wealth to keep,
how much to give away, and to whom. “It's
not as easy as you'd think. At the moment,
the resources that were created are a bit of
a puzzle to me.”

Added Michele MeGeoy, 39, who sold

her own software company in Berkeley, Ca-
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pany, RH Solutivns: "Giving was never an
option before. It was just heads down”
McGeoy said. “1 built my last company with
no investment money, just sweat. Even if I'd
wanted to give back, and [ did, 1 didn't know
how.”

Now in thewr 308 and 40s, their careers
established, their companies sold for large
eums, or their stock options paying off,
scores of like-minded men and women are

- pursuing philanthropy with the same intensi-

ty they had brought to their profeasions.
Many of these givers want results, and

. they apply the same rules to making dona-
" tions as they did to making money. That
. means a solid return on investment, mea-

sured now in societal good.
In interviews with dozens of newcomers
to philanthropy around the country, charities

_ hoping to benefit from their benevolence,

and experts in giving, it became clear that
many of the new givers think hard before
writing checks, that increasingly they want

- to understand exactly what their dollars will

be doing. One result is a tendency to steer :

clear of the biggest, best-known charities in
of amaller philanthropic endeavors.
=The swift rich and the earned rich, as

. opposed to the traditional blueblood, have 2

more entrepreneurial way of thinking about
philanthropy,” said Paul Scherviah, director

' of the Social Welfare Research Institute at

Boston College. “It's got to be innovative, ef-

. fective. They want to pee something done.”

- buildings -

The names of these new givers are not on
yet. And many insist they cannot

. imagine forgoing relative anonymity for

Back-patting publicity. Often coming from
middle-class backgrounds, they do not like to

t|lk about their money much, at least not
-wfith strangers.

But money they have made. And it is be-

'ing given away in record amounts, for rea-
.aons a8 varied as the people donating.

“Where I am in life right now, my major

';.nergy is going to loving my children, and

it's an easy transition from that to loving
‘children's programs,” said David Feinberg,

.40, a father of three and partner with the

Boston law firm of Foley, Hoag & Eliot. “At
‘a certain point, you realize you can make the

_contribution and it doesn't affect your life-
-atyle. Once that h

leave much money to their children. He aaud

he intenda to pay for their college educa-.

.tions, then give the rest of his portfolio away

- in his lifetime. In addition to setting up a

foundation, Bladin now gives in the mid- to
high-five figures a year, and offers his mar-
keting expertise for free to nonprofits.

Still, there has been eriticiam of the new
generation of potential philanthropista. The
perception of stinginess among instant In-

ternet millionaires and billionaires - thany of*

them still in their 208, without families of
their own, or even social iives — has drawn
both attention and disdain.

Recently President Clinton called the
newly rich to task at the first White House
conference on philanthropy, urging the high-
tech wealthy to “find ways to bring enter-
prise and opportunity to hard-working, de-
cent people” who had been left out of the
economic recovery. For her part, Hillary
Rodham Clinton expressed concern that

it b much

-asier to become more generous.”

Last year, total donations to nonprofit or-
ganizations in the United States reached

- $174.5 billion, according to the American As-
“sociation of Fund-Raising Council, 10.7

percent more than the previous year.
Buoyed by a strong economy, giving by indi-
viduals climbed by almoet the same percent-
age to $134.84 billion, by far the largest por-
tion of charitable contributions. The trend
upward is expected to continue, a8 elderly
parents pass billions of dollars in assets on to
the baby boomer generation. At the same
time, studies have found that more people
than ever are bequeathing portiona of their
estates to charity.

“I will meet with donors, and they wilt
say, ‘I've been extremely successful, I'm at a
point now where I don’t have to worry about
my own future or our lids' future’ " said

Emmett D. Carson, executive director of the- -

84-year-old Minneapolia Foundation, which
has $450 million in assets and which made
granta of $28 million last year. “They’li say,
‘I want to give my kids enough to make them
comfortable but not enough to remove their
drive.’ I've had that conversation 60 times.”

Peter Bladin, 36, arrived in Seattle from
Sweden 12 years ago with two suitcases and
$100 in his pocket, then did wel! enough with
his Microsoft Corp. stock options to become
a stay-at-home father two years ago. He 18
one of the newly rich who do not expect to

hilanthropic giving, a8 a percentage of

household giving, has hovered around 2
percent for three decades despite the tre-
mendous surge of wealth.

For instance, 83 percent of Silicon Valley
households make some kind of donation to
charity, compared with 69 percent nation-
wide. A recent survey by the Community
Foundstion of Silicon Valley found that 45
percent of the wealthiest contributors in the
region give just $2,000 or less & year to char-
ity. Six percent give nothlng at all.

“It's early in the game,” said Paul Shoe-

maker, 38, whose seven years In the Micro--

soft marketing department left him finan-
clally secure, enabling him to set up a family
foundation and quit to become executive di-
rector of a Seattle-based organization called
Social Venture Pariners, which nurturea
nonprofits with the time, money, and exper-
tise that venture capitalists typlully provide
to start-up companies.

“This generation i8 going to give more
money away than has ever been seen be-
fore,” Shoemaker added. “Why haven't more
tech people given more money away? Well,
the game ain't over yet.”

For the newly wealthy or newly active
donors, the trick is often deciding where, and
how, their sub ial checks and hand
commitments can have the moat impact Un-
certainty is the number one reason cited for
delayed giving, both by philanthropists and
the charities that depend on them.

Internet entrepreneurs Chue and Terl Prmklln donate money lnd ﬁme to Soclnl Ventum, which helps children and schools.

No'. surpmmgly, Lhere are books on re-
giving,” philanthropy consul
|dmem, and estate planners; all are ready
to help the undecided determine where to
spend their donation dollars. The Rockefel-
ler Foundation in New York offers a four-
week course in strategic giving. The cost:
$10,000 plus & commitment to donate an-
other $10,000 during the course. This spring,
Harvard's Hauser Center for Nonprofit Or-
ganizations will hold ita first workshop for
wealthy individuals interested in atrategic

philanthropy.

“We're trying to make educated consum-
ers of people who have an increaging number
of options concerning where to give their
money,” said Christine Letts, the centers
executive director. “People who have
amasged great wealth but haven't grown up
with it can feel alone because it isn't normal
to talk about money in our society. So
they're not liable to do something about it,
and if they do, they might not do something
smart.”

For years, Toni and Frederick Green of
Minneapolis gave in driba and drabs, $100
here, $250 there. She is an executive o! the
Cargill Foundation, he owns »
ing concern, and they had never eonmdemd

that they could, or should, give more. Then .
the University of Minnesota approached

them about writing & $7,600 check to help
acquire & collection of rare African-American
books. Now they have a family foundation,
and make multiyear granta to education and
arts groups, among others. They also give
heavily to their church.

“Now we look at large dollar gifts and
know that we could do it.," said Toni Green,
49. “It's not scary at all. It feels good, really
good. 1t was an interesting corner we turned
with that first check.”

In the philanthropic world, word of avail-
able money spreads fast, and donors speak
of being inundated with requests from orga-
nizations they know little or nothing about.
lee the Greens, some say they msponded

rel ly, to the solici Oth-
ers initially sought out institutions close to
their hearts: their churches, their children's
schools, their alma maters.

In time, many became students of chari-
table giving themselves, studying the non-
profit sector as they would the private,
searching for the same efficiencies that give
them satisfaction as businesamen and wom-
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en. Through a variety of organizations

geared toward hands-on giving, they volun-
teered to teach the charities a thing or two.

Chase and Teri Franklin of Seattle say
they were lookmg for the same jazzed- -up
feeling from hropy and

‘al organizations concerned with the well-be-

Spreading the wealth: A new way of giving

the most good it can.”

To be able to give as much as they want,
Nicholas Lovejoy and his wafe, Barbara Gor-
don, have kept their tifestyle simple: a amall
house and one 13-year-oid car between them,
often leaving um to ride hus bicycle in the
cold Seattle rain. The decision of where to
give the freed-up money was more difficult

© After both gave stock worth $100,000 to

their college alma maters, they considered a

" variety of issues - from math and science
"education for girls to overpopulation - before

settling on public lands and sustainability.
Their new $2 million family foundation will
make its first grants this year.

“] spend & tremendous amount of energy
talldng and learning about philanthropy, how
it worka, how society works,” said Lovejoy,
29, who was the fifth employee on board at

. Amazon.com, worked at the company for

three years, and is now retired. “You have to
think outaide the box. There is room for new
ideas in the not-for-profit sector that change

For their part, Femnberg and Fa wile, )
Marsha, have long been active in Boston
charity circles, sitting on the boards of sever-

ing of children. He expresses his continuing
loyalty to Harvard University with dona-
tions, and could see himself “getting excited
about hard-core antipoverty programs.”

But these days the bulk of his time and
money goes to the two-year-old New Profit
Inc., a so-called venture philanthropy out of
Boston whose aim is to affect what it calls
larg Je social change. Like Social Ven-

service that Lhey got from their jobs. He
made his money at Microsoft, she was a pilot
at United Parcel Service, and now they have
Internet-related start-ups of their own.

The couple, both 42, also donate to Social
Venture, whose current emphasis is on chil-
dren and education, and volunteer their
time. He has helped persuade apartment
owners Lo use an empty unit as & community
center for afterschool programs. She has

helped bring authors into the schools. They -

have other, individual commitments, too. She
calls Planned Parenthood “my pet.” .

“We made a personal commitment to feel
some pain,” said Chase Franklin. “It should
be meaningful in the sense that we're not
just out liquidating funds that don’t matter
to us. We want to walk the walk”

Walking the walk has special meaning for
Michele McGeoy, the Berkeley entrepreneur
who sold her company, went to work for the
new owners, then saw it resold and shut
down, leaving both her and her employees
unemployed.

Devoted to social change, McGeoy said
she hopes that her current employees will
have built enough equity in her second com-
pany to buy her out in four or five years. As
a member of Responaible Wealth, a Boston-
based group that limits itself to the richest 5
percent of Americans and advocates against
tax and other rules that favor the wealthy,
she has also pledged to donate 8 percent of
her annual income to like-minded groups.
Thirty percent more of the profits from RH
Solutions, when those profits come, will be
earmarked for charity.

Then there is ASAP, her solution to the
growing gap between the computer revolu-
tion and the lack of applicable technology
training received by many minorities and
women getting off welfare.

“Making money isn't my priority any-
more," McGeoy said. “The question is: How
do I build something that takes advantage of
my skills but doesn't build on the backs of
others. ... But the question of where o give
money, that's been the real challenge. Part
of me wants to give to everyone who asks,
and yet [ want to leverage my money to do

ture Partners in Seattle, which asks donors
for $5,000 but often receives more, New
Profit’s performance-based fund pools finan-
cial and technical resources and turns both
over to nonprofit organizations.

“In the long run, there's no bigger turn-
off than making a contribution, getting a
perfunctory thank-you note, then getting s0-
licited 8 year later for another contribution
and that's it,” Feinberg said. “What we're
trying to build is a whole community of peo-
ple who want to invest part of their lives in

making the world better.”

Chris Evans, the North Carolinian, Ek'e?“
the idea of venture philanthropyy too. This
fall he gave $50.000 to the Triangle Commu-
nity Foundation's new Entrepreneurs Ven-
ture Fund, which is seelang donations from
new and established entrepreneurs and will
allow them to pick the causes they want
funded. His was the firet contribution.

“A Jot of what I'm looking for is what I've
been trained to look at from a venture stand-
point: bang for the buck, leverage for, your
investment,” he said. “By joining with othen
entrepreneurs in town, we're creating a way
to generate 10 times a8 much giving. There’s
8 lot of power there.”

But Evang's contribution madé only 2
small dent in his sudden wealth. Now he is
trying to decide whether to set aside enough
1o start another company one day. A practic-
ing Christian, he supports his church, his
daughter’s echool, and a community learning
center for disadvantaged children. He also
worties that charities will eee him only as &
checkbook, rather than someone with sldlls
from which they can also benefit.

“My primary objective is to be where
God wants me to be and do what he wants
me to do,” Evans said. “Right now, I'm lis-
tening. It's not like it's written on my wall or
anything when 1 wake up. But we view the
bulk of the gains as something that's not
really ours but something we're the stewards
of. Sure, we're going to énjoy some of it. But
the rest of it is somebody else’s that we're
only holding on to until we figure out what to
do with it.”
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By PATRICIA LEIGH BROWN

EONARD ELY, a 76-year-old real estate
magnate and veteran philanthropist in
Palo Alto, Calif., awaits the day in the
possibly distant future when all those young
whippersnappers stop obsessing about the
Gaggeneau kitchen ranges, personal heli-
pads and those charming $9-million cot-
tages on Turkey Farm Lane in Woodside.

“They're all millionaires and billionaires
by the time they’re 30,” grumbled Mr. Ely,
one of the founders of the Community Foun-
dation of Silicon Valley. “*So they have a
whole lifetime to figure out how to make a
ditference.”

Philanthropy, Mr. Ely pointed out, is a
learned behavior. And this particular
learned behavior is not what initially
springs to mind in that hotbed of individual-
ism, where, untii recently, simply broaching
the subject with new cyber-millionaires
could be dispiriting. “They’d say, ‘Look, |
don’t have my Ferrari and my place in
Tahoe, and you’re telling me I should give
money away?’ ” Mr. Ely said.

But, tike the Lost Boys, even baby zillion-
aires have to grow up eventually. The task
of shepherding them through the passage
from “high net-worth individuals,” as they
are known, to mature adults who care about
community has fallen largely to the Com-
munity Foundation, which began life in 1954
with $50,000 in leftover war bonds.

It is now, predictably, one of the fastest-
growing community foundations in the
country. Over the last decade, the group’s
war chest, with about 400 separately en-
dowed funds, has multiplied from $7 million
to $320 million in assets, with $97 million in
new gifts last year alone.'It has been helped
by donors like the 42-year-old Infoseek
founder, Steve Kirsch, who calls giving
away money ‘“‘a significant growth opportu-
nity” and has a $50 million supporting or-
ganization fund with the foundation, and the
34-year-old billionaire Jeff Skoll, whose
company, Ebay, donated 107,000 pre-1.P.O.
shares of stock last June (value then, $1
million; value now, about $40 million).

The Valley’s inward-looking culture
seems to be shifting: last month, a group of
about 100 young techies gathered at Mr.
Kirsch's Los Altos Hills home to talk charity
and eat tandoori chicken on the tennis court
overlooking the waterfall cascading into the
swimming pool. They were there to raise
money for SV2, or Silicon Valley Social
Venture fund, a three-tiered membership
organization and new offshoot of the founda-
tion whose raison d'étre is weaning a new
generation of Medicis.

“Lots of people here

are still in the

P T PN P A slan

P — AT IS

THE NEW YORK TIMES, WEDNESDAY, NOVEMBER 1

Turning Baby Internet Moguls Int

v o TRV P TP, PR,



VTS

'EW YORK TIMES, WEDNESDAY, NOVEMBER 17, 1999

1et Moguls Into Big G

PHOTOCOPY
PRESERVATION

ivers

borhood in east San Jose, referring to Silicon
Valley to the north. ““I think of lots of money,
the impossible dream, unreachable for the
person who is working class.” Mrs. Lopez,
64, is on the hoard of the Mayfair Neighbor-
hood Improvement Initiative, one of the
foundation’s most ambitious projects. A col-
laboration involving the Community Foun-
dation, the William and Flora Hewlett Foun-
dation, local governments and nonprofit
agencies, the program is giving $4.5 million
over six years to finance 76 projects gener-
ated by the neighborhood.

LTHOUGH a quarter of the residents
live in poverty, with an average in-
come of $7,403, the neighborhood has

a strong tradition of community activism.
(Cesar Chavez grew up here.) Instead oi
swooping in to bestow grand public works,
the initiative is supporting incremental im-
provements suggested by residents: hiring
crossing guards for Cesar Chavez Elemen
tary School, for instance, or a network o
promotores, community health adviser:
who travel from school to school and door t¢
door.

But the slow nature of philanthropy is a
psychological hurdle for many Silicon Val-
ley donors. “It isn’t quite as satisfying as
start-ups, because you can’t see results
right now,” Mr. Ely said.

It is up to the 57-year-old Mr. Hero to hold
the hands of inexperienced givers and allay
their anxiety. Widely credited with galvaniz-
ing the foundation since he arrived 11 years
ago, he was inspired by his mentor, Ernest
C. Arbuckle, the former dean of the Gradu-
ate School of Business at Stanford anc
chairman of Wells Fargo Bank, who died i1
1986. Arbuckle put forward the theory o
“repotting’’ oneself periodically in “a big:
ger world, a bigger challenge.” Mr. Hert
has even repotted the foundation’s name
rechristening it the Community Foundatio;
of Silicon Valley from the original Commu
nity Foundation of Santa Clara County, ‘¢
meaningless political boundary,” he said,
‘““as opposed to a region, an attitude.”

Part of his strategy is using the Valley
attitude, chiefly, workaholism, to enlist sup-
port, developing networks like SV2 that play
upon professional contacts. Above all, ob-
served Susan Luenberger, the foundation’s
vice president, 34-year-olds who have built
their own financial empires ‘“‘don’t want to
look stupid or do the wrong thing.”” The
buzzwords of the moment are ‘‘social entre-
preneurship’’ and ‘‘venture philanthropy,”
defined by Mr. Fong of SV2 as ‘“‘going be-
yond contributing dollars to participate, us-
ing your business skills to help run things.”

Mr. Fong, whose father, Arthur, grew up

in tha Chinatnune nf Qarramantn and I nc
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with $50,000 in leftover war bonds.

It is now, predictably, one of the fastest-
growing community foundations in the
country. Over the last decade, the group’s
war chest, with about 400 separately en-
dowed funds, has multiplied from $7 million
to $320 million in assets, with $97 million in
new gifts last year alone.'It has been helped
by donors like the 42-year-old Infoseek
founder, Steve Kirsch, who calls giving
away money ‘‘a significant growth opportu-
nity” and has a $50 million supporting or-
ganization fund with the foundation, and the
34-year-old billionaire Jeff Skoll, whose
company, Ebay, donated 107,000 pre-1.P.O.
shares of stock last June (value then, $1
million; value now, about $40 million).

The Valley's inward-looking culture
seems to be shifting: Iast month, a group of
about 100 young techies gathered at Mr.
Kirsch's Los Altos Hills home to talk charity
and eat tandoori chicken on the tennis court
overlooking the waterfall cascading into the
swimming pool. They were there to raise
money for SV2, or Silicon Valley Social
Venture fund, a three-tiered membership
organization and new offshoot of the founda-
tion whose raison d’étre is weaning a new
generation of Medicis.

“Lots of people here are still in the
wealth-accumulation mode,”” explained the
SV2 mastermind Kevin Fong, a 45-year-old
venture capitalist with the Mayfield Fund,
who knows. *‘We're talking to them in terms
of emotional return.”” The era of R.O.E.IL,,
return on emotional investment, is dawning.

First-generation Valley pioneers like Bill
Hewlett and David Packard, men of Mr.
Ely’s vintage, embraced philanthropy as a
corporate ethic, but, with certain notable
exceptions, the Internet generation has not
followed suit. A foundation study published
last year found that among people making
$100,000 or more in the Valley, a third give
away less than $1,000 annually. This has
much fo do with the shifting sociology of a
region where entrepreneurs are still using
Clearasil and, in the great California tradi-
tion, have only recently arrived.

The study, intended to answer the ques-
tion ““is philanthropy dead?” (the conclu-
sion was no), found that 60 percent of the
people who live in Silicon Valley, a sprawl-
ing 1,500-square-mile region that extends
north to San Mateo and south to Gilroy and
includes a portion of the lower East Bay,
came from somewhere else, and that 20
percent had lived in the Valley less than five
years. Significantly, the study also discov-

Peter Hero, president of the Community Foundation of Silicon Valley, works with students
Renee Solis preparing a Halloween event at the Mexican-American Community Service Age

ered that 40 percent of all giving left the
Valley, in contrast to a place like Kansas
City, Mo, a bastion of old money, where only
10 percent left the immediate region.

“Philanthropy, to the extent it exists here,
is different than it is in Minneapolis or
Cleveland,” said Peter Hero, president of
the foundation, an M.B.A. and former corpo-
rate marketing director. “There, your fa-
ther served on the symphony and your
mother on the board of the Junior League
and then they put the charities in their will.
It is socially done. The idea that simply
because you are wealthy you have an obliga-
tion is not necessarily compelling out here.”

Debra Engel, a former senior vice presi-
dent of 3Com who recently retired at 47,
noted the peculiarity of the moment: young
people with fortunes far vaster than their
parents ever dreamed of who can’t look to
them as philanthropic role models. Finan-
cially, she said, “‘the time frame’s com-
pressed,” adding that her own parents were
in their 70's before they felt secure enough
to embark on full-throttled giving.

Ms. Engel has a donor-advised fund, in
which the contributor makes recommenda-
tions about where the money will go but
leaves the paperwork to the foundation. And
she said that she plans to leave most of her
own money to charity. (A supporting organi-
zation fund, like Steve Kirsch’s, has its own
independent research staff and controls its
own investments.) She also described her-
self as an old-timer in this environment. “If
you're young and have just come into mon-
ey,” she said, “‘you haven’'t thought about
your life, let alone your giving.”

UCH of the cyber-giving has taken
the form of vast sums to an alma

: @ mater (witness the Netscape
founder Jim Clark’s $150 million gift to
Stanford). But, Mr. Hero said, ‘‘the curve is
steepening,” in part because Bill Gates has
raised the standard. Philanthropy is emerg-
ing in the Valley with a new dynamic. In
place of social or moral obligation, Mr. Hero
said, the new givers are driven by personal
satisfaction. “They want to invest, especial-
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with one that has absolutely nothing to do
with the art. In this particularly golden
gilded age — a time when museums are
forced to compete with better-heeled collec-
tors for $40 million Picassos and $20 million
Warhols, and when everyone in the art
"' 7 - about the prospect of $100 mil-

5 — the n-mber of billionaires

<t something

the moguls who are prospective trustees,
another approach is required. Often these
recently minted billionaires are not
schooled in art, but they are eager to learn.
A curator’s offer of advice on finding, re-
searching, framing, hanging, restoring and
storing works is usually right on the money,
s0 to speak.

As more and more bhoards bulk up on
billionaires, something else is happening —
the art neighborhood is being rearranged.

New York, where Wall Street contin-
=1t riches to financiers and
~n The Museum of
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Community Foundation of Silicon Valley, works with students Ruby Valencia, left, Raul Ochao and
oween event at the Mexican-American Community Service Agency Youth Center in San Jose, Calif.
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Ms. Engel has a donor-advised fund, in

which the contributor makes recommenda-
tions about where the money will go but
leaves the paperwork to the foundation. And
she said that she plans to leave most of her
own money to charity. (A supporting organi-
zation fund, like Steve Kirsch’s, has its own
independent research staff and controls its
own investments.) She also described her-
self as an old-timer in this environment. “If
you’re young and have just come into mon-
ey,”’ she said, ‘‘you haven’t thought about
your life, let alone your giving.”

UCH of the cyber-giving has taken
{ the form of vast sums to an alma

mater (witness the Netscape
Jim Clark’s $150 million gift to
Stanford). But, Mr. Hero said, ‘'the curve is
steepening,” in part because Bill Gates has
raised the standard. Philanthropy is emerg-
ing in the Valley with a new dynamic. In
place of social or moral obligation, Mr. Hero
said, the new givers are driven by personal
satisfaction, “They want to invest, especial-

ly in leaders,” he said. *“They’re not asking
‘how many people are hungry?’ but ‘what
are your ideas to address this issue?’ They
want to give to solutions, not problems.”

The problems exist in abundance, behind
the parade of billboards along Highway 101
trumpeting money and the latest dot-com.
For every headline about a suburban ranch
house in Palo Alto selling for $1 million,
there is the flip side: a housing crisis in
which jobs outpace housing five to one, and
where rent for an average one-bedroom
apartment has increased by a quarter over
the last two years, to $1,650, according to the
Housing Trust Fund of Santa Clara County,
a nonprofit organization in San Jose.

The Community Foundation’s biggest
challenge may be instilling a sense of root-
edness among freshly arrived baby moguls
working 18-hour days in reflective-glass and
stucco campuses, whose sense of connection
to a wider community involves pilgrimages
to fine restaurants in San Francisco.

‘‘Beyond,”” said Naomi Lopez, a resident
of Mayfair, a predominantly Latino neigh-

elr anxiety. widety credited with galve
ing the foundation since he arrived 11 y:
ago, he was inspired by his mentor, Er
C. Arbuckle, the former dean of the Gr
ate School of Business at Stanford

chairman of Wells Fargo Bank, who di¢
1986. Arbuckle put forward the theor
“repotting’ oneself periodically in ““a
ger world, a bigger challenge.” Mr. I
has even repotted the foundation’s na
rechristening it the Community Founda
of Silicon Valley from the original Com
nity Foundation of Santa Clara County
meaningless political boundary,” he ¢
““as opposed to a region, an attitude.”

Part of his strategy is using the Va
attitude, chiefly, workaholism, to enlist :
port, developing networks like SV2 that |
upon professional contacts. Above all, -
served Susan Luenberger, the foundati
vice president, 34-year-olds who have t
their own financial empires ‘‘don’t wan
look stupid or do the wrong thing.”
buzzwords of the moment are *‘social en
preneurship’’ and ‘‘venture philanthroj
defined by Mr. Fong of SV2 as ‘“‘going
yond contributing dollars to participate,
ing your business skills 1o help run thin

Mr. Fong, whose father, Arthur, grew
in the Chinatowns of Sacramento and
Angeles and became a designer for Hew]
Packard in 1949, notes that the Inter
generation is only now entering the “
cycle” — getting married, having child
— that will make its members care at
the larger world. SV2 plans to cre
“strength grants” to help nonprofit gro
update technologically and improve tt
financial strategies. “‘It’s what this Valle
good at, collaboration,” he said.

A major limitation for the foundation
been the fact that the new contributi
have strings attached. Of the $320 mill
less than 10 percent is unrestricted. In
this reflects the growing zeal for perso
involvement and youth itself; unlike be
factors in older communities, these don
are not dead yet.

Mr. Ely, however, is confident that w
he calls *‘the generational gap between cc
munity needs today and the interests
donors’ will close over time as post-ado.
cent donors mature. ‘‘Sure, we want ur.
stricted money, but we’ll take money :
way we can,”’ he said. ‘‘People get old. Tl
make wills. The important thing is we
started communicating with some very g
erous people.”
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ized because $6.6 million in fees
paid to executives of the non-
broadcasting operation. “‘You
to pay people competitively,”
iid, adding that some of the
g profits were set aside to pay
ials of other business ventures.
rk Weinberg, a lawyer in Rock-
Md., who represents nonprofit
iizations, said creating a sister
‘ofit also makes it clear that
table assets are not being used
nfair advantage. Mr. Weinberg
rhat when a surplus broadcast
), for example, is leased to busi-
s, the charity can say, “We do
hrough our taxable entities and
ay taxes on those profits just
very other business.”
course not all nonprofit groups
re in commercial activities.
many of those that do impose
to protect their images and
their liabilities.
L the lure of easy money is a
call and has drawn many chari-
ato relationships that have been
:ly criticized for going too far.
»fessor Weisbrod pointed to the
arsity of Wisconsin, which ac-
«d money and equipment from
under a contract that would
prohibited “disparaging’” the
vany. Complaints about restric-
on intellectual inquiry killed
clause, but Professor Weisbrod
the dispute is a reminder that
can't become dependent on a
jue source without developing
: allegiance to the source.”
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Marvin Manypenny, the director of the Aniishinabe Cultural Center and Gallery in Detroit Lakes, Minn.

A Dream of a Place for Sharing and Celebration

NAME: Aniishinabe Center
FOUNDED: 1995; Detroit Lakes,
Minn.
MISSION: To assist Native Ameri-
can families by teaching youth
about their heritage.
CONSTITUENCY : About 8,000
youth and adults from the Detroit
Lakes area.
FINANCING: A combination of
private foundations and individual
contributors. The center also owns
a store that sells Native American
arts and crafts.

One night in 1990, Natalie A.

Greenlaw, a member of the Minne-

sota Chippewa Tribe (White Earth
Reservation, Mississippi Band)
who sold furniture and newspaper

advertising in Detroit Lakes, her
hometown, had a dream that
changed her life. ‘It was a great
big open space where hurting peo-
ple could come and gather and
speak openly, and there were serv-
ices available to help them, and to
celebrate the gifts our creator has
bestowed on us,” she explained.

She had the dream interpreted
by a local medicine man, who said
it meant that she must create a
gathering place for Indian people
of the Detroit Lakes region.

But Ms. Greenlaw had little ex-
perience with such things. She de-
cided to go to college and earned a
degree in social work at Moore-
head State University in Minneso-

ta. For her final research project,
she studied the needs of Indian
families in the Detroit Lakes re-
gion and developed a plan for a so-
cial service center. With the help of
aprofessor, and a small grant
from the Otto Bremer Foundation,
she opened a 12-by-24-foot store-
front office to begin creating pro-
grams for local families.

The programs for youth include
money management classes, high
school equivalency tutorials and
assistance with job searches and
résumeé preparation. The center
also offers after-school Ojibwe lan-
guage classes, a drum society and
an Indian dance troupe. '

NINA SIEGAL
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Doing Good or Doing Well:
It's Starting to Get Blurry

By DAVID CAY JOHNSTON

HERE is a new phrase in the
charity lexicon, one that began
as an oxymoron and quickly

evolved into an accurate descrip-
tion: nonprofit business. A growing

number of charities are creating:

profit-making subsidiaries, some to
make money from the intellectual
property they own, and others to
separate customers who can afford
to pay for services from those who
receive those services free, or at a
nominal charge.

The poster boy for this phenom-
enon is Minnesota Public Radio,
which last year sold a mail-order
business begun with small loans
from its directors, putting $90 million
into its endowment. The sale made it
the financially strongest public
broadcasting charity in the nation.

Then there is Family Service of
America, whose social workers help
troubled families without charge or
for modest fees. Xerox Corporation
hired this nonprofit to provide the
same scrvices to employees whose
families needed counseling.

There is a flow the other way, too.
The Fidelity and Vanguard mutual
fund companies, for example, have
created public charities that accept
tax-deductible donations, with the do-
nors later advising on the charities to
which the money should be passed.

As these examples show, it is get-
ting hard to distinguish organiza-
tions that are out to do good from
those that want to do well. And it is
going to get harder, according to
scholars, executives of nonprofit
groups and tax lawyers who say that
fundamental economic and political
forces are blurring the lines between
charitable and commercial activi-
ties, in some cases to the point where
they cannot be differentiated.

“You have to work very hard to
keep straight in the public’s mind
what is charitable and what is com-
mercial,” said Peter Goldmark, the
president of the Alliance for Children
and Families, the successor to Fam-
ily Service of America. That’s why
his group’s for-profit division uses a
different name: FEI (for Family En-

But there is no free lunch, he said,
noting that such deals are often ac-
companied by “‘a loss of confidence
by the public in charities, with dona-
tions declining only to be replaced
increasingly by this commercial, an-
cillary activity in a sort of downward
death spiral.” .

Death may seem a strange word
for a sector of the economy with total
revenues of about $750 billion this
year. But Professor Weisbrod said
the corrosive, long-term effect of
commercialization is that ‘‘charities
are losing the claim to have some
kind of special status as they just
become front men or agents for
these profit-seeking firms.”

On the other hand, many charities
that plead for donations have assets
that could supplement or replace do-
nations, said Will Haddeland, a vice
president of Minnesota Public Radio.

Minnesota Public Radio grew
wealthy because Garrison Keillor,
the host of ““The Prairie Home Com-
panion,” wanted to give away a Pow-
dermilk Biscuils poster to promote
his program at a cost of ahout $3 a
poster. The board balked, said Mr.
Haddeland, who was a director at the
time, but then agreed after someone
suggested enclosing a coupon offer-
ing T-shirts and other items for sale
with the biscuit logo. *‘To our amaze-
ment, we had a 25 percent response
rate and we realized there’s a busi-
ness here,” Mr. Haddeland said.

The sale of the catalog business to
Dayton-Hudson for $120 million was

criticized because $6.6 million in fees
were paid to executives of the non-
profit broadcasting operation. You
have to pay people competitively,”
he said, adding that some of the
catalog profits were set aside to pay
for trials of other business ventures.

Mark Weinberg, a lawyer in Rock-
ville, Md., who represents nonprofit
organizations, said creating a sister
for-profit also makes it clear that
charitable assets are not being used
for unfair advantage. Mr. Weinberg
said that when a surplus broadcast
studio, for example, is leased to busi-
nesses, the charity can say, “We do
that through our taxable entities and
we pay taxes on those profits just
like every other business.”

Of course not all nonprofit groups
engage in commercial activities.
And many of those that do impose
rules to protect their images and
limit their liabilities.

But the lure of easy money is a
siren call and has drawn many chari-
tics into relationships that have been
sharply criticized for going too far.

Professor Weisbrod pointed to the
University of Wisconsin, which ac-
cepted money and equipment from
Nike under a contract that would
have prohibited “disparaging” the
company. Complaints about restric-
tions on intellectual inquiry killed
that clause, but Professor Weisbrod
said the dispute is a reminder that
“you can’t become dependent on a
revenue source without developing
some allegiance to the source.”
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sis is available, said Lester Salamon,
a political science professor at the
Johns Hopkins University and an ex-
pert on nonprofit finance. Fees ac-
counted for 52 percent of the growth,
while government contracts and
grants accounted for the remaining
40 percent, Professor Salamon said
in a report financed by the Nathan
Cummings Foundation in New York.

The growing reliance on fees paid
by clients stems in large part from
national political changes, experts on
the nonprofit sector said. James .
McGovern, a tax lawyer with KPMG
Peat Marwick, said that in the last 20
years, sources of financing for non-
profit organizations have switched.
“In 1975, four-fifths of support came
from contributions and one-fifth
from program service revenue,”
said Mr. McGovern, who until 1996
was the Internal Revenue Service
assistant commissioner overseeing
tax-exempt organizations. ‘‘Now it’s
the reverse. What drove this was the
Reagan administration’s decision to
significantly defund, or not fund, the
third sector of the economy.”

Nonprofit hospitals are an exam-
ple of the revenue shift. Medicaid,
Medicare and private insurance —
always the mainstay — dwarf chari-
table gifts, which have shrunk to 5
percent of nonprofit hospital reve-
nues, down from 11 percent in 1982.

Professor Salamon is one of many
nonprofit experts who believe that
charities change as their lifeblood of
donations is transfused with fees.
““Commercial values drive out chari-
table values and, increasingly, chari-
ties are having to rely on commer-
cial activities to grow,” he said.

The evolution of the nonprofit busi-
ness, or the commercial nonprofit, as
it has also been described, began
during the late 1970’s. Charities that
historically solicited donations to
pay for services that they distributed
free, like summer recreation pro-
grams, began charging fees to cli-
ents. Museums and other institu-
tions, which had charged token ad-
mission fees and opened many
events to the public, raised prices
and clamped down on who paid.

A variety of Washington research-
ers lauded these moves, theorizing
that if recipients of charitable serv-
ices paid part of the cost, they would
make wiser use of those services.

‘By contrast, Burton A. Weisbrod, a
Northwestern University economist
who has studied nonprofits, argues
that such commercialization is re-
tarding the growth in donations and
may lead to their decline.

Gifts to charities, including reli-
gious organizations, have held
steady at about 2 percent of individ-
ual incomes for decades, despite sig-
nificant increases in the standard of
living and wealth, Professor Weis-
brod said. Charities, he said, are too
quick to jump at alliances with busi-
nesses that appear to offer money in
exchange for the use of their names.
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For the Children of Harlem,

Many Ditferent Kinds of Help

By SOMINI SENGUPTA

was still Manhattan Borough

President and she was only 6
years old, Starrene Rhett of Harlem
signed a contract with an executive
of the financial services giant Merrill
Lynch.

The small print of what she had
signed on behalf of her fellow first
graders at Public School 30-31 on
East 109th Street that morning was
lost on her. And understandably so,
for the contract came with this seem-
ingly incredible pledge: to Starrene
and her 24 classmates, Merrill Lynch
guaranteed a free ride to college, any
college that accepted them. The
youngsters, in turn, agreed to work
hard to graduate; their parents were
to stay on their backs.

Today, that 11-year-old Merrill
Lynch pledge, known as the Scholar-
ship Builders program, is about to
reach fruition. As it does, the lives of
that batch of first graders, most of
whom are 17 and high school seniors,
reveal a snapshot of a generation of
Harlem’s young.

Starrene, for instance, holds a
strong B average at La Guardia High
School for the Performing Arts. Her
mother is an elementary school
teacher; her sister graduated from
Yale University; and Starrene has
her eyes set on Syracuse University.

Ikay Henry, plucked from public
school four years ago and sent to a
Roman Catholic boys school, his tu-
ition cobbled together by mentors
through the Merrill Lynch program,
wants to study computers after grad-
uating. If accepted — he is applying
to Howard University in Washington
and the State University of New
York at Stony Brook, among others
— he will be the first in his family to
attend college.

Monet Herman has made up for
the school years she squandered fol-
lowing a pack of wayward friends at
the Frederick Douglass Academy by
transferring to an alternative school,
City as School, in Greenwich Village,
and taking classes during the sum-
mer and, now, at night. She is set to
graduate on time.

Vot annthar classmate onted for a

!N fall 1988, when David N. Dinkins

randomly selected nationwide whose
students were offered social services
through iocal chapters of the Urban
League, is part of a vast range of
philanthropic efforts directed at pub-
lic schoolchildren in Harlem.

Indeed, education receives the
largest share of charitable grants
nationwide, and almost everyone
agrees that more private money is
pouring into public schools than ever
before. The New York City school
system alone collected about $90 mil-
lion in private money in 1998, mostly
from foundations and corporations,
according to Board of Education esti-
mates.

“There's a larger commitment to
public schools than there once was,”
said Barbara Bryan, the director of
the New York Regional Association
of Grantmakers. '‘In the donor com-
munity, there was always a recogni-
tion. It's risen now to the level of
corporations not just giving lip serv-
ice, but understanding that this is
where their future work force is go-
ing to come from.”

But where does the money go?
Central and East Harlem, where
educational grant-making ranges
from the serendipitous to the sensi-
ble, offer a glimpse of some trends.

For several years, corporate bene-
factors have been drawn to some of
the neighborhood’s prominent
schools, sometimes paying for extra-
curricular activities, at other times
pitching their own products.

At the Frederick Douglass Acad-
emy, for instance, the Gap Corpora-
tion has helped students establish a
campus store; school uniforms and
clothes made by the Gap and its
subsidiary, Old Navy, are sold there,
and profits are used for scholarships.

Scholarships continue to be a ma-
jor thrust of private support. A Bet-
ter Chance, a national organization
with local offices in Harlem, collects
private contributions to send disad-
vantaged children to elite public and
private schoois.

The Harlem Educational Activi-
ties Fund, a small foundation estab-
lished py the Rose family of real
estate developers, spends $1.4 mil-
lion a year ushering a cadre of Har-
lem high school students through
speech classes and more traditional
academic tutorials to arm them for

voted funds to the city school system.

Foundations have been aiding
grass-roots parent groups, too, since
the city school bureaucracy now al-
lows parents to influence budgets
and programs directly at individual
schiools.

The attention paid to charter
schools and vouchers has prompted
conservative philanthropists to di-
rect their money to public schoolchil-
dren who want to attend private and
parochial schools.

The Student-Sponsor Partnership,
for example, spent $4.5 million this
year to send students from selected
low-performing public schools to pa-
rochial schools, mostly in the Catho-
lic Archdiocese of New York; of the
1,280 students served this year, 177
were from Harlem.

Perhaps the newest area of inter-
est — and object of private founda-
tion and corporate largess — is after-
school programs, the result primari-
ly of a challenge grant two years ago
from the financier-philanthropist
George Soros.

This year, $38 million — mostly in
private donations, but some from the
city youth department — was spent
on after-school programs citywide.
In Harlem, five elementary schools
and one high school received $2.7
million for literacy and recreational
programs after school.

“1 am convinced that philanthro-
pists, both small donors and large
foundations, are increasing their
commitment to K-to-12 education,”
said Beth Lief, the executive director
of New Visions, a private nonprofit
group that has started dozens of
small public schools, including sev-

_cral in Harlem, with the aid of pri-

vate funds. “‘There is a growing rec:
ognition that unless we prepare our
more disadvantaged kids, we are in
trouble.”

In Harlem, preparing students —
notably for higher education — has
unearthed a variety of challenges for
youngsters and their families. Do-
nors have had to take note. Tradition-
al youth programs, like the Rheedlen
Center for Children and Families, a
sprawling social services agency in
Harlem, have turned to housing and
to community organizing.

The Harlem Educational Activi-
ties Fund has had to confront the
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-~ WIRELESS AMERICA COSTS
-~~~ MORE THAN A CELL PHONE BILL
THE REAL PRICE: Your Health, Property Values &

Democratic Rights
The Telecom Act of *96 was insidious. It took away the long-held right of municipalities
l to refuse cell-phone instllations based on healch effects from microwave
radiation. Safery concerns about radiofrequency (RF) and microwave
radiation are legiimate and based on decades of solid science. Yer,
municipal agents—afraid of law suits from relecommunicarions giants—
routinely silence citizens {rom bringing up health concerns at public hearings.
How did this happen? . ... The U.S. Congress mandated it.

Towers now go up wichin a few feer of homes and school property. Anrennas are hidden

S

Wil

everywhere—in church sceeples, on roof rops, silos, billboards, warer ranks, aop ele-
phone poles. Any strucrure will do o create the “scamless™ cell-phone coverage covered
by rh{g industry. This wireless buildout creates a ubiquitous blanket of RE/microwave
fiation in every town in America—with no clear understanding of the bioeffects.
RN

CASE STUDIES: Biological changes oo ar cxaremcly low intensitics—comparable 1o cell 1owa
exposures. (Measued i Specific Absorprion Rares [SAR] in watts per kilogram [w/kg] of rissuc.)

BIOLOGICAL CHANGES SOURCE

Blood bramn barricr (guards against viruses, bacteria & woxing) - Saltord ce al.’v7

SAR LEVE]
0.00004w/ky:
0.000021-0.002 ) wilg
160- 10530 W/ s.cm
0.01317w/ky
0.05-0.005w/ky,

Cell pnv|ifcr;\li()n/mul(iplicnrinn {theoretial lead to cancer)  Kwee et al, 97
Magras & Zenos 97
Ray & Behari 90
Dutea e al.'89

Decrease in reproductive functions (in test animals)
Decrensc in cating & drinking (in tese animals)
Changes in calcium efflux from cells

(calcium regulates el function)

DNA damsage in human gells Philfips coal. o 0.0024-0.024w/ky,

(Damage can lead 1o cancer & mutatons)

There are many more...  None of these is considered in the FCC standards.

HEALTH CONCERNS ARE REAL
The industry says “low power” installations are "no probleny,” but low power doesn't mean “no effects.” Long-term, low-
level exposures far below the carrent FCC stundards have been of concern since the 19405, Tn 1998 sixtcen pre-cminent
scientists met in Europe and issued The Vienna Resolution. The Resolution states that low level effecrs are sciendifically
established: that more rescarch is imperative: and that no scientific consensus exists o form refiable exposure standards—
meaning the standards in place are unreliable.

QUESTIONS REMAIN UNANSWERED

There is no fedenl research on RE Induseey conrols the show—from the kinds of sudies, 1o who gets funded, v whar is
Y g

published. The wirdess buildout should not continue until basic questions about safety are answered by unbiased

rescarchers.

PROPERTY DEVALUATION & DEMOCRATIC RIGHTS
Realrors estimate a minimum of 10-30 pereent devaluation o a residential property onee a tower locates nearby. A jury in
Texas awarded $1.2 million 1o a couple tor mental anguish and property devaluation after a 100 Toor wircless tower was
erected within 22 feet of their back yard. Most such homeowners never recover their tosses. These are "illegal mlngs,”
againse the U.S. Consdtation. Citizens lighting an insaallation can spend over $75,000, and often sue their own towns.
The Telecom Act of "96 has pitted citizens againse their local governments. Where is the justice? There is imporn legis-

lation and licigation in the wings. Our congressional represencacives need 0 hean from us o stop the elecommunications

rampage in our communitics.
OIN US' The EMR Network, Citizens and Professionals for the Responsible Use of
J ¢ Electromagnetic Radiation — a non-profir organization. We provide balanced
information, Our mandare: ro reduce, mirigace. and eliminare hazardous exposure vo EMR. Our objective: 1o
foster appropriate, unbiased federal research without influence by industry. Together we can restore democra-
Cy 1o vur rowns.

The EMR Network 506 Thistle Hill Road, Marshficld. VT 05658
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"It's no mystery.”

—Mary Higgins Clark, famed mystery writer and philanthropist.
Board Member, Catholic Communal Fund.
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The Catholic Communal Fund can
provide you with an efficient way of making
a significant contribution to a qualified
not-for-profit org;miiarion or charity®
without going to the expense of appointing
a Board and setting up a private foundation.

When you set up a fund, you can
direct CCF to make contributions to
specific charities or to charities working in
a particular area such as medical rescarch,
social services, education or the arts. 1f
you don’t want to direct contributions
now, you can make suggestions for giving
at a later date,

The Catholic Communal Fund
handles all the adminiscracive tasks. You
can open a fund in minutes. And you
can contribute cash or publicly traded or
private sccurities and get a full fair-marker
value tax deduction immediately, without
incurring capital gains tax.

To learn more abour the Cacholic
Communal Fund, call (212) 588-0624.
We'll send you a free booklet that takes
the mystery out of charitable giving,

THE TR
Conr

For THE

“AN AcCC

AND A S0l

AND ENGLISH M
A GREAT Ct

For more infe

By Donating
I would like to help the CAC
the stray and abandoned anin
York City with my tax deduct
__$15__825_ $50 Others_
__Chevk payable to CACC is
___Please charge my credit ca
circle Visa Master(
Account #
Expiration date
Signature

Name

City

Centerfor |
;marl &me 1
and Control

CACC is a nonprofit organization (501(
A copy of the (atest annual financial rept
or from the Office of the Attorey Gener




E'Iatholic Communal Fund can
| with an efficient way of making
it contribution to a qualified
ifit 0rg;1niiari0n or charity*

31g to the expense of appointing
! setting up a private foundation.

1 you set up a fund, you can

' to make contributions to
;'irics or to charitics working iy
iarea such as medical rescarch,
kes, education or the ares. If
vant to dirccr contributions

an make suggestions for giving
ate.

Latholic Communal Fund

the administrative tasks. You
ifund in minutes. And you
bute cash or publicly traded or
Llrmu and ger a full fair-market
leduction immediately, withour
pital gains tax.

arn more abourt the Catholic

J Fund, call (212) 588-0624.
Nrou a free bookler that rakes

_5 out of charitable giving.

. ” - .
nened consrdpation witlt your fuancial conseler o attaryey.

THE TRUSTEES OF THE HUNTER COLLEGE FOUNDATION
CONGRATULATE PRESIDENT DAVID A. CAPUTO,
HUNTER FACULTY, AND STUDENTS
For THE FOLLOWING HUNTER COLLEGE DESIGNATION IN

TIME/PRINCETON REVIEW:™

“AN ACCESSIBLE LOCATION ON MANHATTAN’S EAST SIDE
AND A SOLID REPUTATION IN THE SCIENCES, SOCIAL WORK,
AND ENGLISH MAKE THE CITY UNIVERSITY SYSTEM'S CROWN JEWEL
A GREAT CHOICE FOR SELF-MOTIVATED STUDENTS WHO SEEK
AN AFFORDABLE EDUCATION.”

¥ Best CoLLiar For You, Ta/PriNcEToN REviEw, 1999
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The Clly Umvcmty of New York

For maore informanon, call 212-772-4490 » Visit the Hunter Web site an hip/ZAview hunter.cuny.edu

WE NEED YOB T0 DO YOUR PART...

By Donating
1 would like to help the CACC care for

the stray and abandoned animals of New
York City with my tax deductible gilt of:

__S15__$25_ $50 Other s

G heck | pd)dblf‘ to CACC is enclosed
__lese charge my credit card

circle  Visa MasterCard

Account #
Expiration date

By Adopting
I would like to be called when the
following pet is available for adoption:

Please circle preferences
dog cat male female
Size: small medium large
Age:  puppy kitten adult
Breed request_

Home Phone

Signature Work Phone
Name Address
City, State Zip_

@ Centerfor | 11 park Place, Suite 805
ﬁn(,ontml New York, NY 10007

www.nycacc.org

CACC is a nonprofit organization (501(c)3)) all donations are tex deductible in accordance with RS gutdelines
A copy of the latest annual tinancial report and registration hled by this organization may be obtainsd from CACC
or from the Office of the Attorney Gener 3t by wnbng the Chanties Bureau. 120 Broadway, New York, NY 10271

What do

Johnson & Johnson
Cummins Engine Fdn.
Eaton Corporation
Outboard Marine Corp.
and
Sumitomo-Contec Corg

have in common?

They all support CHF commun
based development program

CHF

A international non-profit organizatio
Comnumities. Habitat. & Finance. To
more, call 301.587.4700 or vistrwwwechiff

[ ADVOCATES FOR ADOPT!

BUILDING FAMILIES
THROUGH DOMESTIC ADOPT
CALL 212-957-3938
TO REQUEST SERVICES Of
TO MAKE A CHARITABLE
CONTRIBUTION

A NYS APPROVED ADOPTION AGI
362 W. 46th St.
New York, N.Y. 10036




Memo for David Beier
October 21, 1999
Peter Buckley
Venture Philanthropy

Venture Philanthropy is a new approach to philanthropy that has emerged from the minds of the
people that have transformed technology, in particular, the minds of Silicon Valley. Traditional
Philanthropists would consider giving money to worthy causes and after much deliberation they
would grant money to the worthiest causes. This would most assuredly be enough to start new
initiatives, but seldom enough to bring them to fruition. The new breed of philanthropist is also
a “social entrepreneur”. These “social entrepreneurs” are mostly venture capitalists and
internet/technology moguls who have accumulated great wealth in the recent technology boom.
These new philanthropists wish to give, not only of their wealth, but also of their time and
expertise. Through investments of time, energy and know-how, the non-profits and charities
receive much needed support in areas such as strategic planning, business management,
communications and technology matters. In this way, the non-profit can survive fiscally, as well
as, provide much needed services. Additionally, the new trend in philanthropy is not only to
give but also to teach others how and why to give. The new rich are very young and most do not
come from great wealth. Therefore, a lack of education about philanthropy exists. Many
organizations such s those that follow have taken the lead in educating the corporate community
about reasons for giving and opportunities to give. Here are a few examples to review:

* Robin Hood Foundation: a past example of an “engaged style of giving”. Attorneys,
accountants and management consultants who wished to give not only of their money, but
also of their time and expertise to help recipient organizations succeed, began this foundation
in the late 80’s.

» Social Venture Partners: a Seattle-based organization inspired by Paul Brainerd, former
Aldus Corporation president, that seeks to develop philanthropy and volunteerism to achieve
positive change in the Puget Sound region. Using the venture capital approach as a model,
SVP is committed to giving time, money and expertise to create partnerships with not-for-
profit organizations. SVP is committed to investing in Children and Education. An example
of SVP’s work is Project Look; a program designed to constructively fill after-school time in
areas of low-income housing. Project Look aims to give kids tutoring, mentoring and help
with family problems-all in their own neighborhood.

"  www.svpseattle.org

* The Entrepreneurs’ Foundation: a foundation begun by Gib Myers to benefit education
and youth development in the San Francisco Bay Area. The EF has developed a unique
service center to harness the potential of Silicon Valley companies enabling them to become
better corporate citizens. The members of the EF are venture capitalists who approach
principals at successful target start-ups (in the mezzanine stage of development, i.e. doing
well and desiring expansion) and convince them to donate equity, usually in the form of
common stock options, to the EF. When the company goes public or is taken over, the EF
exercises the options. The money made in the transaction is used to strengthen SF Bay
charities (The first donation from the EF is expected sometime in the near future) In the




meantime, the EF challenges these companies to draw up community involvement plans
outlining direct philanthropic goals. The EF is located in a region where the infrastructure is
primed for expansion, however the communities in the area are struggling to survive. The
EF strives to level the playing surface, by encouraging its clients to reinvest in the
surrounding community. The EF treats giving like an investment.

* Note Kevin Fong of the Mayfield Fund (Gib Myers Corporation) will be in

attendance on Friday
=  www.the-ef.org

The Community Foundation Silicon Valley: founded in 1954 the CFSV has grown and
changed with Silicon Valley. The CFSV is a resource for those in the Silicon Valley
interested in philanthropy. The CFSV put out a report in November 1998 entitled “Giving
Back, The Silicon Valley Way”, which chronicles the new culture of giving and volunteerism
in the Silicon Valley. Peter Hero is the president of CFSV. He is frequently quoted in these
articles. One of the CFSV’s most notable accomplishments was the establishment of SV2,
Silicon Valley Social Ventures.

*  www.cfsv.org

Silicon Valley Social Ventures (SV2): a network of partners, each contributing time and
money, with the goal of building a new generation of donors from the many young Silicon
Valley tycoons. Steve Kirsch, CEO of InfoSeek, is a key member.

The Peninsula Community Foundation: In 1964, caring local citizens created the
Peninsula Community Foundation to serve as a permanent charitable institution dedicated to
addressing the changing needs of the San Francisco Peninsula. The PCF sees itself as a
resource where needy organizations can link up with caring contributors. Recently the PCF
has developed The Center for Venture Philanthropy. The Center for Venture Philanthropy is
a forum for community donors to collaborate and catalyze societal change. An outgrowth of
the CVP is Philanthropy 2000 and the Venture Van. Philanthropy 2000 highlights
community issues and the work of non-profits, while the Venture Van provides a “campus on
wheels” for like minded investors to study non-profit strategies en route to site visits.

*  www.pcforg

The American Leadership Forum Silicon Valley: is an organization dedicated to building
a better Silicon Valley community by joining and strengthening leaders to serve the common
good. The ALFSV brings these leaders together to collaborate and create solutions and
strategies to address giving in the Silicon Valley.

*  http://206.67.61.169/pilot/




Some experts believe that the traditional model of philanthropy encourages non-profits work
hard to create a facade of virtue in order to receive grants. On the other hand, this new engaged
style of giving used by many new philanthropists focuses on improving organizational virtues,
such as developing the acumen to buy real estate at good value or providing human resources
training to hire competent staff. These new philanthropists have a competitive style and drive;
they want to see the organizations that they contribute to succeed, and they are willing and able
to contribute their own time, money and talents to achieve that goal.

[ spoke with Patty Burnesse of the Entrepreneurs’ Foundation and she stressed that venture
philanthropy is not e-philanthropy. These venture philanthropists use the medium of the Internet
to attract customers (most of which are technology companies) and to spread their message,
however this is not to be confused with e-philanthropy. Venture philanthropists take a cut of the
money to prevent paying from their own pockets.



Memo for David Beier

October 21, 1999
Peter Buckley
The Implications of New Technology on Philanthropy

The boom in technology has given way to a new breed of philanthropists, but also a new ways to
give and receive charity. The Internet has become a new avenue for philanthropy to occur. Not
only has the Internet provided a medium for education, research and development of

~ philanthropy, 1t has also provided a venue for philanthropy to take place. The following
organizations are pioneers in e-giving:

=  www.helping.org: is a new website recently launched by AOL and the AOL Foundation which
will provide a resource for nonprofits, as well as, a medium to donate online. We had a
meeting with the Vice President of the AOL Foundation, David Eisner, and he provided
detailed information. A media kit is included.

»  www.philanthropycenter.org: focuses on Peninsula and Silicon Valley Non-Profit groups and
is equipped for e-giving. This site attempts to provide a resource for those interested in
nonprofits. It is sponsored by the Center for Venture Philanthropy (mentioned earlier).

* www.allcharities.com: a website scheduled to open later this week. Allcharities.com will host
to over 670,000 non-profit organizations nationwide. This site will be equipped to allow
online giving by credit card or debit card, as well as, stock giving online. David Scholz is the
president of this company.

» eBay: this online auctioneer has opened its site for the use of fundraising and charity auctions.
Talk show host Rosie O’Donnell has used the site to conduct a fundraising effort for The For
All Kids Foundation. There is also a Giving board where stories of persons in need are
posted and members can donate money and/or goods.

. www.ebay.com
" http://members.ebay.com/aboutme/4allkids/

* The eBay Foundation: was created by eBay President, Pierre Omidyar and Vice President Jeff
Skoll with at $40 million endowment (107,250 shares) of eBay stock. The stock was donated
to the Community Foundation Silicon Valley (mentioned earlier) and The eBay Foundation
was created. The eBay Foundation supports organizations that provide tools, hope, and
direction to those who seek new skills. They "teach the teachers", who in turn help people
recognize the potential in themselves to improve their surroundings, their lives, and their
communities. The eBay Foundation supports organizations that have long-term implications,
and maximize the ability to do well in the world. Ebay put stock in a great idea, giving new
definition to [PO, immense philanthropic opportunity.



*  www.volunteermatch.com: A powerful online database that allows volunteers to search
thousands of one-time and ongoing opportunities by zip code, category, and date. Users
signup automatically by email for those that fit their interest and schedule. Contributing
organizations post their own opportunities, giving volunteers easy access to an accurate and
diverse source of activities including, walk-a-thons, beach day cleanups, tutoring, home-
building, meal deliveries and more. Supported by Senators McCain and Kerry.

*  www.greatergood.com: this website allows users to shop online at their favorite e-businesses and
5% of every purchase is donated to a cause of their choice. Dr. Jay D. Hair is the Executive
President of GreaterGood.Com and he will be on the panel. His Information is provided.

The number of online giving sites is increasing dramatically as companies develop them and as
nonprofits enter the world of cyberspace full steam. It seems like some Internet giants, such as
AOL, are genuine in their efforts to develop nonprofits in this medium. From what I gather from
Eisner, this stems partially from a desire to see the Internet used for good. These people have
been innovators of the medium and naturally want to look back in ten years and see the world a
better place as the result of their efforts. Unlike the venture philanthropists, AOL is paying out
of pocket to fund its effort (somewhere between §2 and $4 per donation, a transaction fee that
AOL is picking up).
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Memorandum

To:  Eric Liu
From: David Milner and Ken Himmelman, Community IMPACT! USA
Re:  Neighborhood Venture Funds for Youth -- Policy Paper.

September 24, 1999
DRAFT

A Clear Need

Research has repeatedly demonstrated the value of investing in the well-being of youth.
In families and communities where youth feel supported and cared about, the level of
academic achievement rises, youth are less prone to risky behaviors, and they are more
engaged in the civic life of the community. The Journal of the American Medical
Association reported in September 1997 that children who reported feeling connected to a
parent (or another caring adult) were protected against many different kinds of health
risks, including emotional distress, suicidal thoughts and attempts, cigarette, alcohol and
marijuana use, violent behavior and early sexual activity. Such findings are confirmed
repeatedly in other studies, whether they pertain to juvenile justice, teen pregnancy or
civic participation.

This accumulated research has serious policy implications. The estimated annual cost to
taxpayers of births to women aged 15-17 years alone is at least $6.9 billion in lost tax
revenues and increased spending on public assistance, health care for the children, foster
care, and the criminal justice system. A recent paper from Harvard University argues that
spending money on building social capital will “reduce expenditures down the road (for
out of school youth, for youth without jobs, on crime prevention, on income assistance
programs, by increasing academic performance, by raising tax income, etc.).”

The dangers of not investing in youth are particularly acute among the poor. According
to a recent US Department of Education study, one in seven 10"-12" graders dropped out
of school among the poorest 20% of American families. In many urban areas, such as
East Baltimore, Southeast Washington, DC, or Camden, NJ, percentages are routinely
above 50%.

Children grow up in families and communities, not in programs. What is needed is a
reliable mechanism for neighborhoods to invest directly in their own youth and their
vision for a strong community. By investing in youth, neighborhoods plan for the future
and weave a web of positive relationships that can support and sustain youth as they
grow.

A Proven Model



For the last nine years, Community IMPACT! has worked in low-income neighborhoods
in Washington, DC to launch neighborhood venture funds for youth. Neighborhoods are
defined geographically and do not exceed 30,000 people. For each neighborhood a
venture fund is established so residents can invest in local youth and in their ideas for
change. A committee of neighborhood residents, including 25% - 60% youth, is recruited
to oversee the fund. This committee creates a vision for how it wants to invest in local
youth and takes action by awarding scholarships for higher education and grants for
projects that improve the community and involve youth in positions of leadership.

A survey of Washington, DC residents conducted by Peter Hart Associates for
Community IMPACT! revealed several telling statistics: that an overwhelming majority
of youth (85%) and adults (72%) believed that scholarships were the best way to keep
youth on track; that youth who feel strongly connected to the neighborhood believe much
more strongly that adults around them care about them; and that both youth and adults are
looking for meaningful ways to work together on common problems.

Neighborhood venture funds for youth promote strong relationships between all members
of the community — youth, adults, schools, churches, businesses and so on. In the last
year two DC neighborhoods have mobilized more than 5,000 residents to participate in
community-building projects; awarded more than 75 scholarships to neighborhood
youth; leveraged over $200,000 to give in local grants; and managed partnerships
with corporations such as The Home Depot, Fannie Mae, and Clark Construction.

While these short-term results are impressive, the long-term results are the most
important. The long-term goal of this Fund/Committee structure is to drive up a
“Neighborhood IPO”: investment (1) in youth and community; participation (P) in
civic life; and optimism (O) about the future among all residents, especially youth.
Measuring a “Neighborhood IPO” is critical for the future of neighborhoods and for our
country. Over time, a rising Neighborhood IPO will indicate a community moving in the
right direction with regard to its youth.

Proposal: Funding Democracy on the Grassroots Level

- $10,000,000 demonstration fund as part of existing legislation (EZ/EC? HUD? HHS?)

- low-income neighborhoods as defined by census data on income would be eligible; they
are defined geographically by residents, not by zip code

- they would choose an eligible non-profit or government agency as fiscal agent/ oversight
agent

- each neighborhood would be eligible to receive $30,000: $10,000 would be given up
front, $5,000 for scholarships and $5,000 for grants; $20,000 would be released over
two years on a 1-to-1 matching basis after funds are raised locally through other
sources

- Neighborhood committees would submit annual reports on short-term outcomes
(scholarships, grants, jobs, leadership opportunities) and long-term IPO



Amend current legislation (EZ/EC? HUD? HHS?):

(a) Purpose: It is the purpose of this Fund to catalyze and support the formation of
neighborhood venture funds for youth. These funds will expand the capacity of low-
income neighborhoods to invest in their youth and in their ideas for the future in rural
and urban areas across the country.

(b) Criteria: Grantees shall:

(1) be a neighborhood committee of diverse residents, 25% - 60% of whom are under the
age of 24

(2) be able to demonstrate their status as “low-income”

(3) represent a distinct geographic area with a common identity, with a population not to
exceed 30,000 residents

(4) be funded through a local 501(c)3 fiscal agent

(5) demonstrate a clear vision and plan for how they will invest in local youth

(6) agree to track both short-term outcomes (scholarships, grants, jobs, leadership
opportunities) and long-term results (“Neighborhood IPO” -- investment,
participation and optimism) on an annual basis

(c) Priority will be given to low-income communities with strong resident support and a clear
plan, including a viable accountability system. Additional points will be awarded to
EZ/EC communities? HUD?/HHS?

(d) Applications. Meet criteria above. Further funds will be available to those whose IPOs
are going up.

(e) Project periods. The original award will not exceed 3 years. Additional funds may be
given to successful neighborhoods based on the above criteria listed in subsection (b).

(f) Proposal.

- $10,000,000 demonstration fund as part of existing legislation (EZ/EC? HUD? HHS?)

- low-income neighborhoods as defined by census data on income would be eligible; they
are defined geographically by residents, not by zip code

- they would choose an eligible non-profit or government agency as fiscal agent/ oversight
agent

- each neighborhood would be eligible to receive $30,000: $10,000 would be given up
front, $5,000 for scholarships and $5,000 for grants; $20,000 would be released over
two years on a 1-to-1 matching basis after funds are raised locally through other
sources

- Neighborhood committees would submit annual reports on short-term outcomes and
long-term PO
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Nonprofit
Motive

The new breed of Silicon Valley
philanthropists would make
Mother Teresa crunch the
numbers. Call it virtue capital.

By Scott Kirsner

MONITOR CO.

t's 6 p.m. in Los Altos Hills, and 70 members of Silicon

Valley's entrepreneurial set are milling around at the
sleek, contemporary home of Kevin Fong, a venture capi-
1alist with the Mayfield Fund. On the patio, a platoon of
caterers glides back and forth with trays of mini-quiches;
deep in the backyard, a waterfall cascades into a swim-
ming pool. Fong clinks a glass and opens the first meet-
ing of the Silicon Valley Social Venture Fund - SV2 for
short - a cluster of newbie philanthropists, some of
whom aren’t so sure about this giveaway thing. But
they’re here, which means they’re at least willing to
entertain the idea. Tonight, everyone will be urged to
write a check for $2,500 or more to join - a sort of
good-intentions cover charge. .

Infoseek founder Steve Kirsch, one of the few Internet
moguls already known for his generosity (hie and his wife
gave $5.7 million last year), stands in the grass and deliv-
ers a spirited, sometimes jokey appeal about the joys of
giving. Kirsch is aware that high tech movers and shak-
ers are saddled with an image of stinginess, and he
thinks they ought to commit to a counteroffensive. The
first generation of Valley empire builders - people like
Intel founder Gordon Moore and David Packard of
Hewlett-Packard - set an admirable example for future
high tech philanthropists, but the newer generation
has been a bit slow off the mark. One study, completed
last year by the Community Foundation Silicon Valley,
reported that among people making $100,000 or more,
a third give away less than $1,000 annually. Another sur-
vey, conducted by a Stanford University professor, noted
that from 1994 to 1997, the companies in the region pre-
ferred to donate products and services, not cash.

“We've been focused on creating wealth,” Kirsch tells
the crowd, “and not enough on philanthropy.” (Cisco
cofounder and Urban Decay CEO Sandy Lerner, who
has donated $20 million to sponsor an array of research
and nonprofits, is a little more direct. By phone she says,
“It’s an embarrassment that people in Silicon Valley are
giving so little.”)

Of course, when Valley millionaires do give gener-
ously, the press seems to notice only if they indulge their
more eccentric passions. Lerner, for example, has con-
tributed through her Leonard X. Bosack and Bette M.
Kruger Foundation to fund SETY’s searches for extra-
terrestrial life-forms. USWeb founder Joe Firmage has

WIRED SEPTEMBER 1999 [1}] o] .
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VC Gib Myers has raised
about $3.5 miilion In
donated stock options.

“All of this is Venture Capital 101,” Myers says.
“But there’s been nobody doing it in the
philanthropic world until now.”

famously spent millions to research the
physics of space travel. PeopleSoft founder
David Duffield, meanwhile, has started
a $200 million foundation to prevent the
killing of unwanted pets. The endowment is
so immense that homeless Bay Area dogs
and cats can find themselves impounded in
their own Victorian mini-apartments.
Kirsch’s patio appeal is more practical
than that, and mixes lofty eternal questions
with - what else? - the bottom line. “The
thing is, there are no tax advantages to giv-
ing after you’re dead, so why not do it now?”
he says. Besides, he adds, philanthropy
can work for you if you play it right - stock
options being a good example: “You can give

away stock that you got for free and you can
put it in a foundation. When you deduct it
from your taxes, you can deduct the fair
market value of that stock”

Kirsch offers a guided tour of favorite
causes. He likes groups that are ambitious,
he wants his money to make a measurable
difference, and he prefers that the altruism
be balanced by sound business sense. He
likes being intellectually stimulated by what
he underwrites. (One of his favorite benefi-
ciaries is Targesome, a startup biotech com-
pany working on cancer treatments.) And,
yes, he likes his quirky causes. He gives
to the University of Arizona’s Spacewatch
Project, which seeks to identify asteroids

WIRED SEPTEMBER 1999 ota

that could strike the earth.
“It's cheap collision insurance,” Kirsch
cracks. “I pay more for my Acura NSX.”
Demographically, this crowd is young
- the average age looks to be late thirties
- so they’re in a position to give big for
a long time. Among those present are eBay
billionaire Jeff Skoll, MKIRisk chair Rod
Beckstrom, and Laura Lauder, wife of ven-
ture capitalist Gary Lauder. Overall, their
reaction to Kirsch’s pep talk is positive. Th-
event snares 10 new partners for Kirsch’s
group and rakes in pledges of $125,000.
That’s just a hint at the potential, given
the unprecedented wealth surging out of th.
Valley these days. But like Kirsch, the new
breed of high tech philanthropists want to
reinvent the art of generosity. They share
his sense that simply giving money away is
too passive and uninvolved. They want to
lend business expertise, identify and sup-
port “social entrepreneurs” hungry to shak
up the nonprofit world, and quantify their
results. In short, they want to create a new
kind of charity. But they don’t call it that.
They call it venture philanthropy.

itting at the head of a shiny conference

table in the Mayfield Fund’s Menlo Par
office, Gib Myers explains why he missed
Fong’s garden party earlier in the week.
He was hosting a dinner of his own, at Pal:
Alto’s 11 Fornaio, for the advisers and mem
bers of the Entrepreneurs’ Foundation,
another venture philanthropy group. Like
Fong, the 57-year-old Myers is a partner at
the well-regarded VC firm, but since last
year, when he began focusing on the foun-
dation full-time, he’s been earning his cre«
as a leader in the first wave of “VP.”

As Myers practices it, venture philanihro
involves taking equity in promising new tec
startups, watching the value go up, and the.
investing the money in entrepreneurial nor
profits. He and members of the Entrepre-
neurs’ Foundation (fledgling companies lik
Ramp Networks and Guy Kawasaki’s garage
.com, as well as other blue-chip VCs like
Brook Byers of Kleiner Perkins) are comin,
up with novel ways to track the effectivene
of their donations, much as they track thei
ROIs. The Entrepreneurs’ Foundation also
seeks to get its member companies engage:
in projects like painting low-income apart-
ments and tutoring students. This, Myers

“
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says, excites the Vailey’s young philanthro-
pists in a way that scribbling a check to the
Salvation Army never will.

“All of this is Venture Capital 101,” Myers
says. “But there’s been nobody doing it in
the philanthropic world until now.”

Crucial to VP 101 are the same financial
instruments that build personal fortunes in
high tech: stock options and IPOs. It's rela-
tively painless for paper millionaires to give
away shares - especially shares they can’t
cash in themselves because of SEC or com-
pany restrictions - and prepublic companies
can afford to be generous with options, too.
Armed with a PowerPoint presentation,
Myers has wrung about $100,000 each in
stock options from 36 companies. Seven of
these are preparing to go public. At press
time, the fund’s fortunes had risen to an
estimated $3.5 million.

Meanwhile, a few Internet companies
are already doing this on their own. In
1998, when eBay was preparing for its IPO,
founder Pierre Omidyar and Jeff Skoll, the
company’s vice president of strategic plan-
ning and analysis, decided to set aside
107,250 shares of stock to create the eBay

MONITOR cCO.

Foundation. “The investment bankers weren’t
wild about the idea,” Skoll says, “but we were
just really firm about doing it

Last winter, the eBay Foundation began
making investments out of an endowment
that had rapidly grown to $30 million. One
of the early “investees” was College Kids,
a group that helps low-income children
get prepared for the chailenges of pursuing
higher education. Skoll is now counseling
several prepublic companies on how to set
ap similar foundations. :

Elsewhere, other energetic VPs have been
kicking up dust. In Seattle, a group of young
entrepreneurs led by Aldus founder Paul
Brainerd helped form the Social Venture
Partners, a model for SV2. The group has
attracted 177 partners — about half of them
from Microsoft - who each put at least
$5,000 a year into a kitty. A member com-
mittee decides which community groups
to invest in. The partners take a hands-on
approach, similar to venture capitalists, in
working with literacy organizations, ele-
mentary schools, and mentoring programs.
They negotiate leases, help agencies get
online, and offer advice on marketing and

hood4

branding. In May, SVP held its largest

meeting to date, with 225 people attending
the gathering was held in the recital room
of the Seattle Symphony’s Benaroya Hall.
“We’re not afraid of taking risks,” says
Brainerd. “We want to create as big an
impact as we can with our money - and use
our brainpower, not just our checkbooks.”

founding manifesto of today’s venture
A.philamhropy was a 1997 Harvard Busi-
ness Review article called “Virtuous Capital:
What Foundations Can Learn From Venture
Capitalists,” written by Christine Letts, a lec
turer at Harvard’s John F. Kennedy School
of Government, and two coauthors, a consul-
tant named William Ryan and Outward
Bound CEO Allen Grossman. Letts says that
when she first organized a series of seminars
in 1995 and 1996 for fund-raisers and the
business leaders who supported them, “we
were trying to divine why it was so difficult
to create strong nonprofits.”

Because of the seminars, Letts says, she
became interested in the differences in how
nonprofits and private-sector businesses
grow. She decided that some practices of
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VCs - like helping management develop and
- execute strategies, measuring investment
performance, and maintaining a long-term
relationship - would benefit both founda-
tions (the organizations that make grants)
and nonprofits (the organizations that
deploy grant money). She saw, for example,
that in the five states with the most active

- foundations, only 5.2 percent of all grants
were awarded for more than a year, forcing
nonprofits to continuously raise money. In
contrast, venture capitalists typically main-
tain relationships with companies in their
portfolio for five years or more. They also
provide startups with a large portion of
their funding needs at the outset so CEOs
can focus on developing the organization.

“Clearly, foundations and venture capital-

ists face similar challenges,” the article stated,
“selecting the most worthy recipients of
funding, relying on young organizations to
implement ideas, and being accountable to
the third party whose funds they are invest-
ing.” The piece pointed out that while ven-
ture capital firms had a strong track record
of launching “‘moon rockets’ - ventures that
produce a big payoff with a successful initial
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public offering,” traditional foundatlons
were more risk-averse and thus had fewer
stellar successes to boast about. What Letts
et al. didn’t anticipate was how much this
analysis would appeal to high tech’s young
millionaire class, eager to do their part but
wary of bureaucracies.

“[ started this because I don't think philan-
thropy works,” says Vanessa Kirsch (no rela-

Earher in her career, Ku‘seh laumhed
what she calls an “urban Peace Corps”
group in Washington, DC, called Public
Allies and expanded it to seven cities. “Tra-
ditional philanthropy and grant making
isn’t based on performance and results,”
Kirsch adds. “When I was running Public
Allies, I discovered it was nearly impossible
to get money for things that are successful.

VP pioneers say that funding should buttress
success, not prolong failure. Nothing good can
be achieved through “checkbook philanthropy.”

tion to Steve Kirsch), founder of New Profit.
This Boston-based venture philanthropy
group is managing a $4 million fund with
help from the area’s venture cap and high
tech do-gooders and is building a $20 million
trust. A fast starter, New Profit recently moved
from its cramped one-room office in Boston’s
Red Cross building to more spacious digs
donated by the Monitor Company, a consult-
ing firm that will also give free counsel to the
social entrepreneurs New Profit supports.

The mentality of foundations is, ‘This orga-
nization isn’t doing well, so let’s give then
more money. I could only get money for
Public Allies programs in cities that were
running a deficit. That's backward.”

irsch and her fellow VP pioneers say
that funding should help buttress suc-

cesses rather than prolong failures. Their

rallying cry is that “checkbook philanthropy”
is not enough, a sentiment Sandy Lerner
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expresses with her usual candor.

“The problem with older charities is that
after’a while its like a company. You get
wedded to one approach,” Lerner says. “Giv-
ing to the World Wildlife Fund is a total
waste of money. All of it goes to overhead.
Just like United Way. My partner Len and
[ are big believers in leverage. We look for
projects with extremely low overhead. We
try to empower people who take unorthodox
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tures, which recruits high-risk urban youth
to work in Ben & Jerry's shops.

“We're kind of the lunatic fringe of ven-
ture philanthropy, taking financial metrics
and applying them in the social sector,” says
Jed Emerson, the Roberts fund's executive
director. “Too many nonprofits are concerned
with getting grants - not what they do with

entrepreneurs. One project is Juma Ven-

doos

much its investees, like Juma, save govern-
ment human-services organizations. The
fund's managers say that another organiza-
tion that it underwrites, Rubicon Programs
~ which employs homeless and disabled
people in various landscaping, janitorial,
and food-service businesses — will save local,
state, and federal agencies at least $6 mil-
lion over 10 years. “We basically view all of

them. And too many foundations are oriented our philanthropy as a form of investment,”

“is a total waste of money. We look for projects
with extremely low overhead.”

approaches. We look for people who are
going to get dirty.”

To identify the people who are going to
get dirty, the VPs say, you can either be
as directly involved as Lerner is in selecting
your beneficiaries, or you can develop
more rigorous measures of nonprofit per-
formance.

In San Francisco, the Roberts Enterprise
Development Fund - created by George
Roberts, one of the founders of the New
York investment firm Kohlberg Kravis
Roberts - has been a pioneer in trying
to develop VC-like ways of measuring the
returns on its “investment” in social
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more toward giving grants, rather than
tracking the outcomes and what you're try-
ing to achieve with that money.”

The Roberts fund recently hired a full-time
financial analyst from J. P. Morgan to help
build models for determining what Emerson
calls “social return on investment.” Juma
Ventures, for example, employs 71 youths, all
from a San Francisco neighborhood with
high unemployment, in part-time positions.
The Roberts fund closely tracks how many of
the youths drop out of the training program,
how long the others stay in their positions,
and how many eventually make a transition
to better jobs. The fund also estimates how

a1a

Cisco cofounder Sandy
Lerner, photographed
in front of her Virginia
home, has donated
roughly $20 million to a
variety of hand-picked,
enterprising nonprofits,

Emerson says. “We
want to know what
impact it has.”

of everyone in
Nphilanthropy is
ecstatic ahout VP. As
Letts acknowledges,
“a small subset of
the foundation world
believes our ideas
are evil.” Some of
the Old Guard finds
the New Guard a bit
smug. “One would
like to think that
social problems are solvable in the same
way that business and science problems are

solvable - but they aren’t,” says Bruce Siev-

ers, who, as executive director of the Walter
and Elise Haas Fund in San Francisco, super-
vises a $225 million endowment from mem-
bers of the family that owns Levi Strauss &
Co. The Haas fund supports arts organiza-
tions, education programs, human services
such as local clinics, and ethics curricula.

In 1997, Sievers wrote a harsh reply - a
countermanifesto, really - to Letts’ Harvard
Business Review article for Foundation
News & Commentary. Says Sievers, “We have
huge social problems that we’ve dumped
zillions of dollars into, and we’re still deal-
ing with them. There’s a little hubris involved
when you have these technology millionaires
saying they know how 1o fix social problems
~ that it's just a mess because people aren’t
disciplined enough, not paying enough

S



