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inTroDucTion

By	May	2009,	economists,	investors,	and	policymakers	had	become	disturbingly	com-
fortable	comparing	the	recent	economic	downturn	to	the	Great	Depression.	In	the	United	
States,	 first	quarter	GDP	plummeted	by	5.5	percent.	 In	an	effort	 to	 revive	 the	economy,	
policymakers	 resorted	 to	 an	 aggressive	 series	 of	 unprecedented	 fiscal	 and	monetary		
initiatives.	Although	some	 talked	of	promising	signs	of	 recovery—“green	shoots”—the	
overall	mood	in	the	country	was	decidedly	bleak.	On	the	consumer	confidence	index,	
45.7	percent	of	respondents	claimed	business	conditions	were	“bad.”	A	mere	7.6	percent		
described	business	conditions	as	“good.”

Against	this	backdrop,	more	than	90	philanthropists	from	28	states	
gathered	in	Kansas	City,	Missouri,	for	a	Philanthropy	Roundtable	
conference	held	on	May	14,	2009,	at	the	Ewing	Marion	Kauff-
man	Foundation,	the	world’s	leading	foundation	dedicated	to	the	
promotion	of	entrepreneurship.	The	goal:	to	find	ways	to	alleviate	
the	economic	contraction	by	fostering	entrepreneurship.	At	the	
conference,	these	donors	met	with	each	other,	with	academic	
researchers,	and	with	expert	practitioners	for	“A	Stimulus	That	
Works:	Philanthropic	Strategies	for	Boosting	Entrepreneurship.”	

The	theme	of	the	conference	was	that	entrepreneurship	will	be	
essential	to	any	successful	economic	recovery	and	that	private-
sector	philanthropy	could	play	a	critical	role	in	generating	and	
fostering	a	genuine	entrepreneurial	response	to	both	current	and	
future	problems.

The	donors	who	met	in	Kansas	City	support	a	wide	range	of	
nonprofit	programs,	from	academic	research	and	education	
reform	to	prison	fellowships	and	microfinance	projects.	But	
they	all	believe	that	a	deeper	understanding	of	how	to	unlock	
and	encourage	entrepreneurial	potential	is	vital	to	expanding	
human	welfare.

the founDation of entrePreneurshiP
Carl	Schramm,	president	of	the	Kauffman	Foundation,	opened	
the	conference	with	a	keynote	address	to	the	attendees.	Known	
as	the	“foundation	of	entrepreneurship,”	the	Kauffman	Founda-
tion	has	long	been	at	the	forefront	of	supporting	both	academic	
research	investigating	the	nature	of	entrepreneurship	and	a	wide	
range	of	programs	dedicated	to	launching,	educating,	and	cel-
ebrating	entrepreneurial	endeavors.

Schramm’s	speech	set	the	tone	for	the	conference	and	intro-
duced	several	 themes	that	participants	returned	to	time	and	
again	throughout	the	day.	Perhaps	most	importantly,	Schramm	
encouraged	conference	participants	to	take	an	expansive	view	of	
entrepreneurship,	to	consider	the	importance	of	entrepreneurship	
as	a	philanthropic	exercise,	and	to	bear	in	mind	the	entrepreneurial	
goal	of	achieving	scale.

Taking	the	long	view,	Schramm	offered	a	broad	outline	of	the	
nature	of	economic	change	and	advancement	over	time.	“The	
American	economy	is	driven	by	the	ceaseless	disruption	of	
entrepreneurs,”	he	observed.	 Indeed,	 the	creative	destruc-
tion	unleashed	by	entrepreneurs	is,	according	to	Schramm,	
“a	dynamic	that	unsettles	many	economists,	especially	public	
policy	economists,	who	have	a	tendency	to	see	the	world	in	
neat,	predictable	ways.”	
	
Entrepreneurs,	of	course,	do	not	see	the	world	as	orderly	and	
tidy.	They	see	problems	and	opportunities.	They	see	an	imperfect	
world,	and	they	are	(famously)	impatient	to	improve	it.	Almost	by	
accident,	they	propel	“messy	capitalism.”	Their	innovations,	tech-
nologies,	and	breakthroughs	perpetually	upset	the	status	quo.	

Such	entrepreneurial	creation,	Schramm	underscored,	is	what	
drives	economic	growth	over	time.	(Fully	one-third	of	America’s	
gross	domestic	product,	he	noted,	is	generated	by	companies	

         “The american economy 
is driven by The ceaseless
     disrupTion of enTrepreneurs” 
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that	did	not	exist	in	1980.)	“In	an	ever-changing	economy,	new	
businesses	create	all	the	net	new	jobs,”	he	continued.	“It	is	fun-
damentally	the	risk	that	an	entrepreneur	takes	that	revitalizes	
democratic	capitalism.”	

Although	entrepreneurship	is	properly	associated	with	for-profit	
enterprise,	there	is	a	tight	historical	link	between	entrepreneur-
ship	and	philanthropy.	Schramm	encouraged	foundation	trustees	
and	staff	to	remember	that	entrepreneurship	created	the	wealth	
over	which	they	were	now	stewards.	“Virtually	all	foundations,”	he	
observed,	“descend	in	one	lifetime	from	an	entrepreneur.”	

“It	puzzles	me	immensely,”	said	Schramm,	“that	we	don’t	have	
many	Kauffman	Foundations.”	That	is	to	say,	there	is	a	natural	
space	for	foundations	that,	like	Kauffman,	focus	their	charitable	
giving	on	promoting	entrepreneurship	as	a	social	good.	“We	are	
very	eclectic	about	the	word	entrepreneurship,”	Schramm	pointed	
out.	“We	regard	all	entrepreneurship	as	social	entrepreneurship,	
with	the	capacity	to	advance	human	welfare	in	myriad	ways.”

Too	 many	 foundations	 today	 look	 at	 the	 world	 the	 wrong	
way.	Their	founders	wanted	to	“invent	the	future,	not	fix	the	
past.”	 Those	 founders	dreamed	of	 a	better	 tomorrow	and	
applied	themselves	to	creating	it.	Schramm	encouraged	the	
assembled	men	and	women	to	follow	in	the	footsteps	of	such		
foundation-builders—thinking	of	entrepreneurship	as	a	philan-
thropic	goal	and	thinking	entrepreneurially	about	how	to	approach		
philanthropy	itself.

The	biggest	obstacle	such	donors	will	face,	Schramm	continued,	
is	the	popular	belief	that	“the	economy	can	grow	in	an	orderly,	
equitable,	and	predictable	way.”	That	belief	is	fundamentally	mis-
placed.	The	world	is	disorderly,	inequitable,	and	unpredictable.	
Its	disordered	complexity	must	be	met	head-on,	through	direct	
engagement	with	 the	 real	world.	Such	engagement	means		
trial-and-error	 experimentation—and	 the	 opportunity	 for		
breakthrough	innovations.

Innovation,	in	itself,	is	the	domain	of	the	inventor.	What	separates	
the	entrepreneur	from	the	inventor	is	the	ability	to	take	an	idea	
to	scale.	“The	only	test	we	have	is	scale,”	said	Schramm.	The	
challenge	and	the	call	for	American	donors	is	thus:	“to	do	big	
scale.”	How	can	individuals	take	a	great	idea	and	spread	it	far	
and	wide?	

With	sufficiently	ambitious	scale,	the	potential	for	transforma-
tional	change	powered	by	entrepreneurship	is	almost	limitless.	
After	all,	there	is	entrepreneurial	potential	inside	every	single	per-
son.	Schramm	closed	by	quoting	the	microfinance	pioneer	and	
Nobel	laureate	Mohammed	Yunus:	“We	are	all	entrepreneurs.	
Only	some	of	us	are	lucky	enough	to	discover	it.”
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unlocking poTenTial 
oPeninG oPPortunity throuGh entrePreneurShiP

	
“We	are	here	to	talk	about	programs	that	bring	entrepreneurship	to	the	people	who	can	
benefit	from	it	the	most,”	said	Michael	Hartmann,	director	of	research	at	the	Lynde	and	
Harry	Bradley	Foundation	of	Milwaukee.	Hartmann	led	a	panel	on	donor-led	strategies	to	
teach	entrepreneurship	 to	marginalized	populations.	 “These	are	 the	people,”	 said	Hart-
mann,	“who	didn’t	have	the	opportunity	to	drop	out	of	Harvard	and	start	wildly	successful	
software	businesses.”

They	are	people	like	the	graduates	of	the	Prison	Entrepreneur-
ship	Program	(PEP),	the	Edge	Connection,	and	Community		
Capital	Development.	

Founded	by	Catherine	Rohr,	PEP	works	with	convicts—hard-
ened	criminals	doing	time	for	murder,	assault,	and	other	violent	
crimes—and	sees,	with	Yunus,	that	many	of	them	are	entre-
preneurs	who	have	been	unlucky.	“America’s	most	overlooked	
talent	pool	is	right	there	behind	prison	bars,”	said	Rohr.	“These	
are	proven	entrepreneurs.	These	guys	deeply	understand	fun-
damental	business	concepts	from	sales	and	management	to	
execution	and	profits.	In	fact,	the	one	thing	they	weren’t	very	
good	at	was	risk	management,	because	they	all	got	busted	and	
ended	up	back	in	prison.”

Before	starting	PEP,	Rohr	was	a	venture	capitalist	working	on	
Wall	Street.	But	after	visiting	a	prison	on	a	tour,	she	dropped	
what	she	was	doing,	cashed	out	her	401(k),	packed	up	her	
belongings,	and	moved	to	Texas.	She	had	found	her	calling.	
She	would	start	an	entrepreneurship	mentoring	program	at	a	
prison	outside	of	Houston.

The	soup-to-nuts	rehabilitation	program	brings	entrepreneurs	
and	CEOs	to	meet	and	mentor	incarcerated	prisoners.	“We	put	
them	through	an	extremely	intense	entrepreneurship	and	life-
skills	boot	camp,”	says	Rohr.	“It’s	great	to	teach	them	entrepre-
neurship,	but	it’s	just	as	important	to	teach	these	guys	how	to	

live	a	normal	life.”	Rohr	is	quick	to	point	out	that	one	in	fifteen	
Americans	has	served	time	in	jail	at	some	point	in	his	or	her	
lifetime.	With	such	a	large	population,	she	sees	massive	oppor-
tunity—real	potential	for	scale.
	
The	program	has	achieved	impressive	results.	“In	less	than	five	
years	now,”	she	says,	“we	have	graduated	441	men.	Our	recidi-
vism	rate	continues	to	decline,	and	it	has	been	less	than	10	per-
cent	since	the	inception	of	the	program.	Altogether,	59	of	our	
graduates	have	successfully	started	their	own	companies.	They	
range	from	landscaping	and	catering	to	a	real	estate	investment	
company—even	a	hedge	fund.	We	have	achieved	a	90	percent	
employment	rate	for	graduates	who	do	not	start	companies.”	

Patricia	Harris	is	the	founder	of	the	Edge	Connection,	an	entre-
preneurial	center	at	Kennesaw	State	University	in	Atlanta.	Her	
program	provides	support	services	to	micro-businesses—“busi-
nesses,”	as	she	put	it,	“that	usually	start	at	a	kitchen	table	or	out	
of	the	trunk	of	a	car.”	

To	date,	the	Edge	Connection	has	served	more	than	2,000		
clients,	70	percent	of	whom	have	gone	on	to	launch	and	develop	
their	own	businesses.	Its	efforts	are	focused	on	both	encourag-
ing	the	creation	of	new	ventures	and	on	helping	get	entrepre-
neurs	through	the	difficult,	early	stages	of	development.	Before	
these	aspiring	entrepreneurs	get	started,	the	program	provides	
participants	with	training	in	business	management,	financial	lit-
eracy,	and	technology.	Once	the	enterprise	is	underway,	the	
program	provides	essential	startup	support	services.	Her	results	
are	 impressive.	Among	the	new	businesses	that	Harris	has	
helped	launch,	75	percent	are	still	operating	after	three	years.	
Her	results	stand	in	sharp	contrast	with	the	national	average:	
16.5	percent.

        “We puT TheM Through  
an exTremely inTense  
            enTrepreneurship and  
     life-skills booT camp.”



A StimuluS thAt WorkS  7 

And	Harris,	like	Rohr,	is	no	stranger	to	working	with	some	of	the	
toughest	cases.	Her	clients,	she	noted,	have	included	“persons	
with	disabilities,	veterans,	ex-offenders,	and	soon-to-be-released	
offenders.”	“We	did	a	wonderful	program	inside	the	prison	called	
Learn	to	Earn,”	Harris	said,	which	has	helped	“individuals	who	
want	to	launch,	expand,	or	grow	their	business	model.”

Harris	called	attention	to	ways	in	which	well-intended	regulation	
can	actually	stifle	small-business	creation—and	how	philanthro-
pists	can	play	a	constructive	role	in	response.	She	offered	a	
single	but	telling	example.	Over	one-third	of	Harris’	clients	are	in	
the	food	service	business.	“And	yet	in	Georgia,”	she	sighed,	“as	
in	most	states,	it	is	illegal	to	cook	out	of	your	home	and	then	sell	it	
to	the	open	market.”	To	meet	the	challenge,	Harris	and	her	team	
are	looking	to	find	a	legal	workaround	for	the	regulation.	“We	are	
building	a	business	incubator	that	will	have	a	commercial	kitchen	
inside,”	she	said.	That	way,	her	clients	can	use	the	incubator	as	
they	launch	their	enterprises.	

The	third	panelist,	Jim	Thomas,	 is	 the	 founder	and	CEO	of	
Community	Capital	Development	in	the	state	of	Washington.	
The	organization	provides	startup	financing	for	new	women-	
and	minority-owned	businesses	 in	distressed	communities.	
According	to	Thomas,	one	of	the	largest	problems	facing	these	
would-be	entrepreneurs	is	that	traditional	channels	of	financing	
are	often	closed	to	them.	Perhaps	they	lack	sufficient	collateral.	

Maybe	they	have	problems	with	credit.	For	whatever	reason,	
they	face	seemingly	insurmountable	barriers	to	entry.
	
Over	the	past	dozen	years,	Thomas’	group	has	provided	over	
$25	million	to	clients	whom	other	fiduciaries	consider	“unbank-
able.”	At	a	time	when	the	nation	is	suffering	the	fallout	of	banks	
that	lent	too	much	money	to	people	who	could	not	pay	it	back,	
Thomas’	clients	have	a	default	rate	under	5	percent.	

Thomas	cautioned,	however,	that	it	is	not	sufficient	just	to	throw	
money	at	those	in	need.	“Always	provide	entrepreneur	education	
before	you	provide	financing,”	he	said.	“Don’t	just	invest	your	dol-
lars;	invest	your	time.”	Such	efforts	will	pay	off	downstream,	with	
better	return	per	philanthropic	dollar.	Thomas	further	stressed	
not	going	it	alone:	“We	use	a	lot	of	financial	partnerships,	from	
foundations,	 from	banks,	 from	 the	 federal—as	well	 as	 the	
state—government.”
	
All	three	panelists	focused	on	populations	outside	the	main-
stream,	often	overlooked	by	established	financial	and	business	
channels.	Where	others	may	see	hopeless	cases,	these	expert	
practitioners	see	enormous	opportunities	for	dramatic	social	
improvement,	material	prosperity,	and	wealth	creation.

               “These businesses usually  
sTarT aT a kiTcHen Table or  
            ouT of The Trunk of a car.”
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minor invesTmenTs,  
major reTurns 
enGAGinG youth throuGh entrePreneurShiP

For	 major	 impact,	 invest	 in	 minors.	 That	
was	 the	 view	 of	 many	 at	 the	 conference,	
who	 believe	 that	 the	 best	 chance	 of	
achieving	 scale—and	 seeing	 long-lasting	
results—is	 through	 investing	 in	 the	 young.	
Henry	 Kaestner,	 the	 co-founder	 of	 Band-
width.com	and	DurhamCares,	moderated	a	
panel	devoted	to	philanthropic	strategies	for	
cultivating	 young	 entrepreneurs.	 “Regard-
less	of	age,”	Kaestner	said,	 “entrepreneur-
ship	is	an	option.”	

Michael	Holthouse	agreed.	Holthouse	is	a	serial	entrepreneur	
who	found	great	success	in	the	computer	networking	and	tech-
nology	business.	About	12	years	ago,	he	sold	his	company,	
Paranet	Inc.,	and	decided	to	devote	the	rest	of	his	life	to	helping	
at-risk	children.	Holthouse	believes	that	“entrepreneurship	is	the	
key	for	breaking	through,	especially	in	high-poverty	communi-
ties.”	His	idea	was	simple.	He	would	give	at-risk	kids	a	taste	for	
entrepreneurial	success:	“building	the	American	dream	for	all	
these	kids,	one	lemonade	stand	at	a	time.”	

His	program,	Lemonade	Day,	 is	a	“city-wide	program	which	
teaches	kids	how	to	start,	own,	and	operate	their	very	own	lem-
onade	business.”	The	program	is	a	fun	and	experiential	way	to	
teach	youth	about	the	nuts	and	bolts	of	entrepreneurial	startups,	
including:	setting	goals,	business	planning,	obtaining	a	loan,	site	
selection,	marketing,	product	development,	sales,	banking,	and	
giving	something	back.	When	Lemonade	Day	arrives,	they	run	
their	businesses	and	reap	the	fruits	of	their	labor.	“Since	they	keep	
the	money,	they	really	get	it,”	Holthouse	pointed	out.	“The	average	
kid	that	builds	a	lemonade	stand	walks	away	with	over	$200	in	his	
pocket.	For	a	lot	of	these	kids,	that’s	a	real	A-ha!	moment.”

Lemonade	Day	began	in	2007	in	Houston,	where,	on	a	single	day,	
kids	opened	2,600	lemonade	stands	across	the	city.	Two	years	
later,	Lemonade	Day	saw	some	27,000	lemonade	stands	pop	up	
across	Houston	on	a	single	day—with	expansion	plans	for	2010	
into	10	new	cities.	Holthouse	has	ambitious	plans	to	scale	the		
program	nationwide.	 “Our	goal	over	 the	next	five	years,”	he	
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explained,	“is	to	take	Lemonade	Day	to	100	cities	across	America	
and	do	one	million	lemonade	stands	in	a	single	day.	Now,	when	
we	do	that,	we	will	have	sparked	entrepreneurship	in	a	way	that	I	
do	not	think	has	been	done	to	scale	anywhere.	It	won’t	solve	all	the	
world’s	problems,	but	it	will	get	kids	excited	about	starting	a	busi-
ness.	Without	that,	you	cannot	get	them	to	take	the	next	step.”

Amy	Rosen	is	similarly	working	to	introduce	young	people	to	
entrepreneurship.	Her	strategy:	to	get	entrepreneurship	edu-
cation	into	the	classroom.	Rosen	is	president	and	CEO	of	the	
Network	for	Teaching	Entrepreneurship,	or	NFTE	(pronounced	
“Nifty”).	NFTE’s	mission	is	to	provide	entrepreneurship	educa-
tion	programs	to	young	people	from	low-income	communities,	
in	which	they	learn	to	build	their	business	skill	sets	and	discover	
their	innate	entrepreneurial	creativity.	

“We	teach	teachers	how	to	teach	the	power	of	ownership,”	
Rosen	explained.	With	more	than	1,300	active	Certified	Entre-
preneurship	Teachers,	NFTE	has	an	extensive	entrepreneurship	
curriculum,	a	key	component	of	which	is	 its	award-winning,	
10th-edition	textbook,	How to Start and Operate a Small Busi-
ness.	“Our	curriculum	proceeds	from	a	simple	concept:	from	
‘street	smarts’	to	‘business	smarts’	to	‘book	smarts.’	We	give	
at-risk	students	a	reason	to	stay	in	school	and	improve	academi-
cally.	We	provide	mentors	in	the	form	of	business	coaches,	help	
them	build	their	business	plans,	and	give	them	the	chance	to	
actually	buy,	sell,	and	make	money.”

Business	executive	and	entrepreneur	Steve	Mariotti	founded	NFTE	
in	1987,	while	he	was	working	as	a	public	high	school	teacher	in	
the	South	Bronx.	Mariotti’s	experiences	convinced	him	that	there	
was	an	enormous	entrepreneurial	talent	pool	among	the	nation’s	
low-income,	 inner-city	youth.	“Of	kids	who	quit	school,”	said	
Rosen,	“81	percent	say	they	did	so	because	they	weren’t	hearing	
or	learning	anything	in	the	classroom	that	was	relevant	to	their	
lives.	We	believe	that	youth	entrepreneurship	education—letting	
kids	actually	talk	about	money,	learn	basic	financial	literacy—is	as	
good	a	tool	as	we	have	to	steer	this	ship	right.”	

Since	its	founding,	NFTE	has	reached	more	than	230,000	young	
people	and	currently	has	programs	in	22	states	and	12	coun-
tries.	A	Brandeis	University	study	found	that	participation	in	a	
NFTE	program	increased	business	knowledge	by	2,000	per-
cent—and	business	formation	rates	by	3,000	percent.

Kevin	Rooney	is	a	senior	vice	president	at	Bank	of	America	and	
Merrill	Lynch,	and	a	director	of	Youth	Entrepreneurs	of	Kansas	
(YEK),	a	program	founded	in	1991	by	Charles	and	Liz	Koch	of	
Wichita,	Kansas.	Charles	Koch,	chairman	of	the	board	and	CEO	
of	Koch	Industries	Inc.,	has	transformed	Koch	Industries	into	an	
extraordinary	entrepreneurial	success	story.	Since	joining	his	

father’s	company	in	1961,	Koch	Industries	has	grown	more	than	
2,100-fold	and	become	one	of	the	largest	private	companies	in	
America.	Today,	the	company	is	engaged	in	refining	and	chemi-
cals;	process	and	pollution	control	equipment	and	technolo-
gies;	minerals;	fertilizers;	polymers	and	fibers;	commodity	and	
financial	trading;	and	forest	and	consumer	products.	In	addition	
to	support	from	the	Charles	G.	Koch	Charitable	Foundation,	the	
Bank	of	America	Foundation	is	a	lead	sponsor	of	YEK,	along	
with	thousands	of	other	donors.	

The	Kochs	are	a	good	example	of	the	kind	of	entrepreneur	
Schramm	described	in	his	plenary	remarks.	They	believe	 in	
the	social	value	of	their	entrepreneurial	efforts:	creating	jobs,	
advancing	technologies,	and	firing	the	engines	of	economic	
growth.	In	fact,	Charles	Koch—who	holds	a	pair	of	master’s	
degrees	from	MIT—has	scientifically	studied	business	success.	
His	research	led	to	the	development	of	Koch’s	Market-Based	
Management	Philosophy,	which	deeply	informs	YEK’s	curricu-
lum.	With	their	philanthropy,	the	Kochs	are	working	to	apply	their	
principles	of	Market-Based	Management	toward	the	creation	of	
entrepreneurs	who	will	benefit	society	as	much	as—if	not	more	
than—they	have.	

What,	then,	is	the	most	important	thing	that	YEK	teaches	young	
people?	Invoking	Thomas	Jefferson,	Rooney	said	that	the	pro-
gram	teaches	participants	that	virtue	is	as	important	as	talent.	
Accordingly,	the	program	works	not	just	on	developing	business	
skill-sets,	but	on	character	formation,	as	well.	By	helping	to	mold	
students’	values,	YEK	hopes	to	empower	them	further	as	entre-
preneurs	and	create	the	conditions	under	which	an	enterprise	will	
succeed.	“Respect,	humility,	fulfillment,	integrity,”	Rooney	noted,	
“these	are	some	of	the	concepts	we	teach.	We	are	teaching	these	
students	how	to	succeed	in	life	as	well	as	in	business.”	

The	program	serves	more	than	700	students	per	year	in	24	Kan-
sas	high	schools.	Throughout	the	past	18	years,	it	has	gradu-
ated	nearly	9,000	students.	Independent	research	has	confirmed	
that	YEK	alumni	are	75	percent	more	likely	than	their	peers	to	
be	enrolled	in	post-secondary	education;	67	percent	less	likely	
to	be	using	a	welfare	program;	and	41	percent	more	likely	to	
have	plans	to	start	their	own	business.	Among	the	program’s	
other	tangible	signs	of	progress:	65	percent	of	graduates	said	
YEK	increased	their	desire	to	start	a	business,	and	12	percent	
have	already	started	a	business.	Of	students	who	graduated	
from	YEK	during	the	2008–09	school	year,	80	percent	said	YEK	
changed	their	future	education	or	career	goals	for	the	better.

  “regardless of age,  
           enTrepreneurship is an opTion.”

          “We give aT-risk sTudenTs a reason To         
sTay in school, help TheM build Their 
   business plans, and give TheM The chance    
To acTually  buy, sell, and Make Money.”
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reTurn on invesTmenT
hoW PhilAnthroPy hAS GenerAted Four entrePreneurS

allen Mask
supporT froM: carolina entrepreneurial initiative 

ouTcoMe: vinyl records

Allen mask is the founder of vinyl records, a student-
run, nonprofit record label at the university of north 
Carolina, Chapel hill. launched just two years ago, 
the program has become one of the largest, most 

successful student organizations on campus. Allen has 
also worked with the Carolina entrepreneurial initiative 

and participated with several fellow students in the rice 
Business Plan Competition, winning second place overall 

for their work designing a medical imaging company 
called nextray. today, he is building a scholarship pro-
gram to support underprivileged minority students with 
an interest in social entrepreneurship. At his luncheon 
presentation, Allen expressed his support for the unC 

national championship basketball team—“Go heels!”—
and his gratitude to the donors whose support made his 

achievements possible.

beTh daniels
supporT froM: innovate vMs
ouTcoMe: around the Table games

Beth daniels taught a management class for occupational 
therapists at Washington university. one day she attended 
a kauffman-funded lecture on entrepreneurship. She was 
inspired. determined to start her own business, Beth joined 
innovate vmS, the first replicate of mit venture mentor-
ing Service. With support from innovate’s team mentoring 
program in St. louis, Beth created an award-winning line of 
conversation games that encourage families to talk to one 
another. Beth credits the innovate program with helping her 
to create a solid business plan, increase distribution chan-
nels, and achieve her vision. “i’m very grateful,” she said, 
“to the people at innovate and to the kauffman Foundation 
for helping me to make it possible for families to share time 
together through my table games.”

GeorGe Bittner
Greater kansas City 
Community Foundation

John dAvieS
Baton rouge Area Foundation

miChAel levin
ewing marion kauffman Foundation

ken zolot
ewing marion kauffman Foundation

riChArd Berkley
tension envelope Foundation

heAther hiGGinS
randolph Foundation
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rodney Walker
supporT froM: network for Teaching entrepreneurship (nfTe)
ouTcoMe: forever life Music & video production

“my motto is appreciation and gratitude and forgiveness and 
progress,” said rodney Walker. rodney draws on that attitude every 
day, which has helped him overcome formidable obstacles and take 
second place in the 2008 oppenheimer Funds/nFte national youth 
entrepreneurship Challenge. rodney spent his boyhood in 15 foster 
homes. today, he is the president of his freshman class at more-
house College, a straight-A student, and the founder of Forever life 
music & video Production, a growing enterprise with six employees. 
From nFte, he learned to develop a business plan for his company, 
which videotapes special occasions and events. “i have been moti-
vated and inspired and influenced by the time and energy that nFte 
has put into me,” said rodney, “and i cannot thank this foundation 
enough for showing me that there is a better way.”

PAtriCk mAloney
lemelson Foundation 

dAn PeterS
lovett and ruth Peters Foundation

mArio morino
venture Philanthropy Partners

GreGory CASAGrAnde
microdreams Foundation

henry kAeStner
durhamCares 

leW WArd
individual donor

 

laWrence scheer
supporT froM: fastTrac newventure

ouTcoMe: Magnificent baby

“Before i got into Fasttrac, like a lot of entrepreneurs, 
i was fairly paranoid and didn’t want to share my idea 

with anybody,” said lawrence Scheer. “i made my own 
parents sign a non-disclosure agreement.” lawrence 
worked as a securities regulatory attorney in manhat-
tan. When the economy soured, he lost his job—but 

joined the Fasttrac newventure program in new york 
City. A collaborative effort led by mayor mike Bloomberg, 

the deluxe Corporation Foundation, and the kauff-
man Foundation, Fasttrac newventure is, according to 

lawrence, “a how-to guide for someone with a business 
idea.” From Fasttrac newventure, lawrence acquired 

the skills necessary to build a new company, magnificent 
Baby, whose mission is “to make the lives of new parents 
easier by saving them time and effort at changing time.” 

the company is set to launch in the spring of 2010. 
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THe creaTive campus
 BrinGinG entrePreneurShiP to hiGher eduCAtion

American	higher	education	often	affects	a	staid	and	settled	air.	But	faux	Gothic	buildings	and	
medieval	academic	robes	cannot	disguise	its	vibrant	culture	of	creativity	and	experimenta-
tion.	American	universities	drive	many	of	the	discoveries	that	fuel	entrepreneurial	innovation	
and	growth.	Unfortunately,	while	many	universities	provide	a	climate	where	innovators	can	
develop	and	unearth	new	knowledge,	they	have	not	been	nearly	as	good	at	helping	turn	that	
new	knowledge	into	marketable	products	with	self-sustaining	profit	mechanisms.	

In	 a	morning	 address	 at	 the	 conference,	Gururaj	 (“Desh”)	
Deshpande	described	the	work	of	the	Deshpande	Center	at	
the	Massachusetts	Institute	of	Technology	(MIT).	Deshpande	is	
a	legendary	entrepreneur,	the	founder	of	(among	others)	Syca-
more	Networks.	Deshpande	has	a	keen	interest	in	innovation	
and	entrepreneurship.	His	goal:	to	help	innovators	think	through	
commercial	viability.	The	Deshpande	Center	at	MIT,	one	of	his	
six	nonprofit	ventures,	is	designed	to	take	MIT	technologies,	get	
them	to	the	market,	and	maximize	their	impact.	

“Innovation,”	Deshpande	explained,	“currently	has	a	bad	sup-
ply	chain.”	The	decline	of	industrial	research	laboratories	at	
places	like	IBM	and	Bell	Labs	has	“moved	the	basic	center	of	
gravity	for	research	back	to	the	universities.”	But,	Deshpande	
noticed,	university-based	researchers	are	not	particularly	good	
at	gauging	the	market	relevance	of	their	ideas.	“The	key	ingre-
dient	missing	in	the	university	is	relevance,”	he	observed.	“To	
really	have	an	impact,	to	really	change	the	world,	you	have	to	
have	an	innovation	that	is	relevant.”

“I’m	an	engineer	by	training,”	said	Deshpande.	“I	grew	up	in	
India,	came	to	Canada	in	1973,	where	I	earned	my	master’s	
and	my	doctorate.	When	I	started	out,	engineers	would	design	
products,	and,	once	they	were	finished,	the	sales	and	market-
ing	guys	would	take	over	and	sell	the	products	in	the	mar-
ketplace.	That	doesn’t	happen	any	more.	You	rarely	hear	of	
engineers	designing	products	without	talking	to	customers.	
Today,	the	engineering	process	starts	with	a	deep	knowledge	
of	market	relevance.	What	we	are	doing	at	the	Deshpande	

Center	is	pushing	the	same	process	back	to	the	conceptual	
phase,	the	innovation	phase.”

To	accomplish	 its	mission,	 the	Deshpande	Center	relies	on	
overlapping	teams	of	volunteer	entrepreneurs,	venture	capital-
ists,	and	technical	experts.	These	experts	help	innovators	think	
through	the	highest	and	best	commercial	purpose	 for	 their	
research.	“The	person	who	actually	innovates	technology	is	not	
necessarily	an	entrepreneur,”	Deshpande	noted.	“We	provide	
that	expertise—the	assistance	to	take	an	idea	and	discover	its	
market	relevance.”	

Deshpande	pointed	to	one	of	the	center’s	success	stories	to	
illustrate	the	point.	“About	six	years	ago,	we	gave	a	small	grant	
to	a	micro-fluid	dynamics	professor,”	Deshpande	said,	with	a	
slight	smile.	“He	studies	how	particles	move	in	turbulent	fluids.	
For	his	research,	he	created	a	fantastic	3-D	camera;	his	magic	
was	in	the	algorithms	that	put	many	digital	photos	into	a	3-D	
image.	He	came	to	the	center,	wondering	about	commercial	
applications.	He	thought	the	technology	could	be	used	to	screen	
people	at	airports.	We	at	the	center	determined	that	wasn’t	the	
best	application	for	the	technology.	We	looked	at	many	different	
possible	applications—30	or	40	of	them—and	recommended	
applying	the	technology	to	dental	imaging.	Dental	imaging	is	
a	$4	billion	market.	The	only	technology	then	available	was	
impressions—biting	on	the	gooey	stuff	and	waiting	for	weeks	to	
have	a	plaster	made.	The	professor	raised	$6	million	for	the	idea	
and	developed	an	instrument	that	looks	like	a	little	toothbrush.	
About	nine	months	ago,	3M	bought	it	for	$100	million.”
	
That	example	has	been	repeated	many	times	over.	Since	2002,	
the	Deshpande	Center	has	reviewed	over	400	proposals	from	
some	200	faculty	members.	It	has	funded	more	than	80	projects	

        “innovaTion,” deshpande explained, 
   “currenTly has a bad supply cHain.”
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with	over	$9	million	in	grants.	From	that	pool,	18	projects	have	
spun	out	from	the	center	to	become	stand-alone	commercial	
ventures.	Those	projects	collectively	raised	over	$140	million	
in	outside	financing	from	13	different	venture	capital	firms.	By	
thinking	through	commercial	viability	earlier	in	the	innovation	
process,	the	center	increases	the	chances	that	a	useful	product	
will	emerge	from	the	brilliant	minds	at	MIT.

Private,	nonprofit	support	is	critical	to	the	success	of	the	Desh-
pande	Center.	“The	key	learning	has	been	that	the	people	who	
think	through	market	relevance	are	not	necessarily	a	part	of	the	
university	community,”	Deshpande	said.	“But	if	MIT	tried	to	hire	
these	mentors	in	an	effort	to	raise	a	lot	of	money,	the	system	
would	fall	apart.”	Academics,	it	seems,	are	particularly	comfort-
able	taking	their	ideas	to	volunteer,	nonprofit	entrepreneurs	for	
commercial,	for-profit	development.

Why?	Alec	Dingee	offered	one	explanation	in	a	breakout	ses-
sion	dedicated	to	the	issues	of	entrepreneurship,	innovation,	
and	scale	in	higher	education.	Dingee,	a	1952	alumnus	of	MIT’s	
Sloan	School	of	Management,	has	extensive	entrepreneur-
ial	experience	as	a	founder	of	the	Institute	for	New	Enterprise	
Development,	Venture	Founders	Corp.,	Geodyne	Corp.,	Massey	
Dickinson,	Nexabit	Networks,	and	Kortec	Inc.	In	1987,	he	co-
founded	MIT	Venture	Mentoring	Service	(VMS),	which	he	con-
tinues	to	chair	to	this	day.	

“When	I	first	thought	about	making	a	contribution	to	MIT,”	said	
Dingee,	“I	realized	that	the	major	thing	I	needed	after	graduation	
from	Sloan	was	a	network	of	experienced	mentors.	So	I	thought,	
‘Why	don’t	we	start	a	mentoring	system	inside	MIT?’	When	I	told	
my	friends,	they	said,	‘You’re	crazy.	There	are	already	mentor	
systems.	You’re	just	reinventing	the	wheel.’	I	still	wasn’t	sure,	
so	I	conducted	some	research.	I	found	the	same	thing,	over	
and	over.	I	would	ask,	‘What	do	you	think	of	your	mentor?’	And	
people	would	say,	‘Well,	I	guess	they’re	okay.	But,	you	know,	I	
don’t	trust	them.’	What	they	really	meant	was,	‘As	an	inexperi-
enced	mentee,	I	lack	the	ability	to	size	up	the	quality	of	advice	
and	the	mentor’s	motivation	for	giving	this	advice.’	So	I	spent	
18	months	developing	an	operating	set	of	instructions,	which	
basically	centered	on	conflicts	of	interest—you	cannot	take	a	
financial	interest	in	any	of	the	ventures	you	are	mentoring.	The	
mentors	had	to	read	it	and	sign	it.	That	gave	us	credibility.”

When	it	comes	to	choosing	mentors,	Dingee	and	VMS	are	extremely	
selective.	“We	get	good	references	on	our	mentors,”	said	Dingee.	
“Our	referrals	on	new	mentors	come	from	our	existing	mentors,	
which	gives	us	a	high	level	of	quality	in	those	new	applications.	We	
have	two	people	interview	every	mentor.	When	there’s	a	question,	
we	check	references.”		Today,	the	program	has	135	mentors.		

“We	have	monthly,	mentor-only	review	meetings,”	said	Din-
gee,	“where	40	to	50	mentors	meet	to	discuss	their	mentees’		

       “acaDemics are coMforTable Taking 
              Their ideas To volunTeer, nonprofiT 
  enTrepreneurs for coMMercial, 
                           for-profiT developMenT.”

leonArd SChleSinGer
Babson College
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Charitable Foundation
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individual donor
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progress,	problems,	successes,	and	needs.	You	cannot	imagine	
the	entrepreneurial	horsepower	in	that	room.	It’s	a	huge	problem-
solving	machine.	Of	course,	our	mentors	also	meet	with	mentees	
on	demand	to	offer	specific	advice.	There	is	enormous	value	in	
the	strategic	advice,	tactical	comments,	market	knowledge,	and	
rolodex	connections	that	come	from	these	meetings.”	

VMS	provides	mentoring	services	to	 the	 full	 range	of	MIT’s	
startup	entrepreneurs,	 including	undergraduate	and	gradu-
ate	students,	professors,	staff—and,	crucially,	alumni.	The	last		
population	is	notable	not	only	for	its	relative	size—alumni	will	
almost	always	be	the	largest	population	in	a	university	commu-
nity—but	also	for	its	largely	untapped	potential.	Most	university-
based	mentorship	programs	exclude	alumni,	even	though	the	
average	age	at	which	people	start	a	business	is	39.	

Although	VMS	does	not	have	a	venture	fund	of	its	own,	program	
participants	have	raised	over	$560	million	in	funding	from	ven-
ture	capitalists,	angel	investors,	and	grants	and	awards.	Dingee	
is	working	with	the	Kauffman	Foundation	to	take	the	program	
to	other	campuses.	“The	Kauffman	Foundation	has	awarded	us	
a	grant	to	document	what	we	are	doing,”	Dingee	noted.	“They	
have	also	given	us	a	second	grant	to	 increase	the	teaching	
power	of	those	tools.	They	are	helping	fund	our	workshops,	
where	once	a	year	we	bring	in	other	universities	that	want	to	
learn	what	we	are	doing.”

If	it	seems	curious	that	both	Deshpande	and	Dingee	are	funding	
entrepreneurship	programs	at	MIT,	panelist	Judith	Cone	may	
have	an	explanation.	“It	is	interesting,”	said	Cone,	“that,	by	dis-
cipline,	engineering	students	are	the	most	likely	to	take	up	entre-
preneurship.”	Cone	is	in	a	position	to	know.	As	vice	president	
of	emerging	strategies	at	the	Kauffman	Foundation,	she	leads	
the	foundation’s	efforts	to	explore	new	program	opportunities	
to	advance	entrepreneurship	and	innovation.	She	was	respon-
sible	for	developing	one	of	the	foundation’s	largest	programs:	
the	Kauffman	Campuses	Initiative.	Its	goal:	to	revolutionize	entre-
preneurship	education	by	making	it	accessible	to	students	and	
faculty	across	all	the	disciplines	of	higher	education.

“We	have	been	in	the	game	of	trying	to	advance	entrepreneur-
ship	on	college	campuses	for	15	years,”	said	Cone.	“We	have	
changed	our	strategies	drastically	because	we	are	constantly	
learning,	always	seeking	a	better	return	on	our	investment.”	She	
cited	a	range	of	successful	efforts,	from	a	nursing	program	at	the	
University	of	Rochester	to	a	program	for	mid-career	women	at	
the	University	of	Maryland,	Baltimore	County.	One	crucial	lesson,	
Cone	noted,	was	that	“innovation	happens	at	the	collision	points,	
at	the	intersection	of	disciplines	and	where	different	people	from	
different	backgrounds	meet.”

Peter	Fox,	who	moderated	the	session	on	entrepreneurship	
and	higher	education,	has	worked	extensively	with	Cone	and	
the	Kauffman	Foundation.	Fox	is	the	founder	and	chairman	of	
Fox	Development	Corporation;	he	also	serves	as	manager	of	
Fox/Atkins	Development	LLC,	the	developer	and	manager	of	
the	University	of	Illinois	Research	Park.	“In	2004,”	he	said,	“I	had	
an	opportunity	to	travel	to	the	Kauffman	Foundation,	seeking	an	
entrepreneurial	campus	grant.	Subsequent	to	that	visit,	my	wife	
and	I	decided	to	endow	four	professorships	at	the	University	of	
Illinois:	one	in	chemical	engineering,	one	in	electrical	engineer-
ing,	one	in	the	college	of	education,	and	one	in	the	college	of	
business.”	Neither	Fox	nor	his	wife	attended	the	University	of	
Illinois,	but,	he	noted,	“we	found	investing	in	university-based	
entrepreneurship	programs	to	be	one	of	the	most	satisfying	
ways	to	invest	in	young	people.”

Leonard	Schlesinger,	the	recently	installed	president	of	Bab-
son	College,	agreed.	Before	assuming	his	position	at	Babson,	
Schlesinger	worked	extensively	both	with	highly	successful	
entrepreneurs	(he	worked	closely	with	Les	Wexner	as	vice	chair-
man	and	chief	operating	officer	at	The	Limited,	Inc.)	and	with	
university	students	(he	has	taught	at	Harvard	Business	School	
for	20	years,	where	he	served,	most	recently,	as	the	George	
Fisher	Baker	Jr.	Professor	of	Business	Administration).	

Babson	College	has	a	distinguished	history	of	studying	and	
encouraging	entrepreneurship.	Its	undergraduate	program	in	
entrepreneurship	has	topped	U.S. News and World Report’s	
rankings	every	year	since	1996;	its	MBA	in	entrepreneurship	has	
likewise	been	ranked	first	in	class	every	year	since	1995.	As	the	
final	panelist,	Schlesinger	offered	a	number	of	insights	into	the	
education	of	an	entrepreneur.	

“It	is	time	to	recognize	that	entrepreneurship	is	a	process,”	said	
Schlesinger,	citing	business	expert	Jim	Collins.	“As	a	process,	it	
can	be	defined	as	replicable,	and	if	it	is	replicable,	we	can	define	
an	established	method.”	As	Schlesinger	made	clear,	Babson	
College	is	dedicated	to	that	very	proposition:	that	entrepreneur-
ship	can	be	studied,	taught,	learned,	and	replicated.	“There	is	a	
method,”	Schlesinger	pointed	out,	“there	is	a	logic	to	entrepre-
neurial	thought	and	action.	And	it	can	be	applied	in	many	different	
settings.	We	can	make	entrepreneurial	thought	and	action	avail-
able	to	anybody,	anywhere.”	

With	his	conviction	that	entrepreneurship	can	be	taught,	and	
infused	with	an	entrepreneur’s	commitment	to	scaled	growth,	
Schlesinger	intends	to	take	Babson	global.	“We	have	set	the	
world	as	our	stage,”	Schlesinger	concluded.	“We	have	an	obli-
gation	to	build	a	much	more	robust	set	of	diffusion	mechanisms	
to	reach	people	around	the	world,	from	the	age	of	8	to	80,	and	
teach	them	the	entrepreneurial	method.	We	can	help	make	them	
more	effective	at	anything	they	want	to	do	in	creating	market	
disruption—or	in	making	whole	new	markets.”

“engineering sTuDenTs are The MosT   
      likely To Take up enTrepreneurship.”
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laW anD economics 2.0 
the legal order where entrepreneurship flourishes

Popular	notions	of	entrepreneurship	typically	bring	to	mind	a	heroic,	larger-than-life	figure	
like	Henry	Ford	or	Bill	Gates.	Considerably	 less	attention	 is	paid	 to	what	may	be	of	 far	
greater	importance:	creating	a	legal	environment	in	which	innovation	flourishes.	

We	do	not	yet	completely	understand	the	combination	of	laws,	
customs,	and	institutions	that	are	maximally	advantageous	to	
technological	innovation	and	economic	prosperity.	It	is	an	area	
in	which	the	Kauffman	Foundation	sees	real	opportunity	to	
advance	knowledge.	In	December	2008,	Kauffman	launched	
an	ambitious	$10	million	 initiative	 for	 the	study	of	 “Law,		
Innovation,	&	Growth.”	

The	Law,	Innovation,	&	Growth	initiative	will	award	grants	totaling	
$2.8	million	over	three	years	to	seven	top-tier	law	schools—
including	Yale,	Columbia,	and	Stanford—to	examine	the	impact	
of	law	and	regulation	on	dynamic	growth;	$2.8	million	over	two	
years	to	Harvard’s	Berkman	Center	for	Internet	and	Society	to	
develop	a	global	network	of	legal	research	labs	to	test	innova-
tions	that	can	help	businesses	overcome	legal	and	regulatory	
obstacles;	and	$2.2	million	in	Kauffman	Legal	Research	Fellow-
ships	to	support	research	and	curriculum	development	at	top-
tier	law	schools	on	topics	related	to	innovation	and	growth.

The	initiative	also	will	fund	seminars	at	leading	law	schools	that	
address	a	range	of	topics	related	to	innovation	and	growth,	as	
well	as	the	Stanford	Intellectual	Property	Litigation	Clearing-
house,	a	first-of-its-kind	online	database	that	offers	compre-
hensive	information	about	intellectual	property	disputes	within	
the	United	States.

“We	want	our	nation’s	 top	 legal	 scholars	 to	devote	 their		
talents,	experience,	and	energy	to	furthering	our	understand-
ing	of	how	the	 legal	system	can	best	 foster	 innovation	and	
growth,	both	to	aid	policymakers	and	judges	and	to	help	edu-
cate	the	next	generation	of	lawyers,”	explained	Robert	E.	Litan,		
Kauffman	vice	president	of	research	and	policy,	when	the	initia-
tive	was	announced.

To	better	understand	the	role	philanthropy	could	play	in	advanc-
ing	the	second	generation	of	the	law	and	economics	movement,	
George	L.	Priest	of	Yale	Law	School	and	Henry	Butler	of	the	Searle	
Center	on	Law,	Regulation,	and	Economic	Growth	at	Northwest-
ern	University	Law	School	reviewed	the	successes	(and	short-
comings)	of	the	first	generation	of	law	and	economics.

Priest	and	Butler	outlined	a	movement	that	began	in	the	1950s	
with	the	work	of	academic	researchers	like	Aaron	Director	and	
Ronald	Coase,	and	that	gathered	steam	with	the	scholarship	of	
Guido	Calabresi,	Richard	Posner,	and	Henry	Manne.	The	move-
ment	introduced	a	profound	shift	in	how	judges,	lawyers,	and	
policymakers	think	about	the	law	and	its	effects.	

“Before	the	rise	of	law	and	economics,”	said	Priest,	“the	law	was	
defined	according	to	legal	distinctions	that	had	grown	up	over	
200	or	300	years	of	the	common	law.	Those	concepts	really	paid	
very	little	attention	to	their	economic	effects.	The	effect	of	law	
and	economics	was	to	bring	into	legal	thinking	a	consideration	of	
what	the	economic	impact	would	be	by	defining	a	rule	one	way	
or	another.	It	was	a	vast	change	in	the	thinking	about	the	law.”	
	
Priest	argued	that	“law	and	economics	has	this	way	of	thinking	
about	the	legal	system	that	has	had	the	most	profound	effect	
on	public	policy	in	the	history	of	the	country,	certainly	over	the	

                                 “The effecT of laW anD  
      economics Was To bring inTo legal      
                     Thinking The economic impacT  
      of decisions. iT Was a vasT change  
                in The Thinking abouT THe laW.” 
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last	30	or	40	years.”	Corporate	law	has	radically	changed	since	
the	advent	of	law	and	economics.	Many	government	regulatory	
agencies	were	shut	down	as	a	result	of	the	movement’s	pioneer-
ing	intellectual	work.	

The	movement,	said	Priest,	was	“profoundly	aided	by	philan-
thropy.”	The	John	M.	Olin	Foundation,	 in	particular,	directly	
funded	fellowships	and	research	for	both	rising	and	established	
legal	academics.	According	to	Priest,	another	crucial	role	of	pri-
vate	philanthropy	was	its	support	of	academic	meetings	and	
networking	events.	Those	meetings	allowed	scholars,	both	
inside	and	outside	the	legal	academy,	to	exchange	ideas,	refine	
theories,	and	present	new	papers	for	consideration.	

“Private	donors	supported	conferences	that	brought	together	
scholars	or	academics	from	around	the	country	to	discuss	these	
topics	in	ways	that	had	never	been	discussed	before,”	Priest	
observed.	“At	first,	these	conferences	were	principally	supported	
by	Liberty	Fund;	in	the	later	years,	there	was	more	substantial	
support	provided	by	the	Olin	Foundation.	And	the	Olin	Founda-
tion	committed	itself	to	the	expansion	of	law	and	economics	
and	provided	very	strong	structural	support	at	the	major	law	
schools.”
	
Butler	discussed	several	successful	programs	designed	to	edu-
cate	judges	in	the	principles	of	law	and	economics.	For	example,	
a	program	in	economics	for	federal	judges	was	launched	by	
Henry	Manne	in	the	1970s	and	continues	to	this	day.	“Judges	
make	decisions	that	go	way	beyond	their	courtroom,”	Butler	
pointed	out,	and	“their	decisions	have	profound	effects	on		
economic	activity,	innovation,	and	growth.”	With	philanthropic	
support,	Manne	and	others	have	labored	for	over	three	decades	
to	help	educate	judges	in	basic	economic	principles	and	to	pro-

vide	them	with	a	deeper	understanding	of	the	economic	effects	
of	their	decisions.
	
Butler’s	Searle	Center	continues	the	law	and	economics	tradition	
through	its	judicial	education	programs.	In	fact,	more	than	3,000	
judges	have	attended	the	center’s	programs	to	date.	Butler	is	also	
leading	a	major	research	initiative	on	law	and	economic	growth.	In	
the	coming	year,	for	example,	Northwestern	Law	School’s	Searle	
Center	on	Law,	Regulation,	and	Economic	Growth	will	hold	three	
academic	conferences	on	the	“Institutions	of	Dynamic	Growth.”	

Priest	pointed	out	that	the	law	and	economics	field	would	benefit	
from	expanding	its	scope	in	coming	years.	“The	field	has	never	
focused	on	growth	and	entrepreneurship,”	he	observed.	The	field	
has	so	far	mostly	concentrated	on	static	efficiencies.	The	time	
has	come	to	re-focus	on	dynamic	growth—on,	in	a	word,	entre-
preneurship.	For	donors	interested	in	having	a	macro-level	effect	
on	entrepreneurship,	such	an	effort	offers	enormous	potential.	
As	all	three	panelists	acknowledged,	it	is	still	unclear	how	the	
effort	will	unfold.	For	now,	the	Kauffman	grant,	with	further	sup-
port	from	like-minded	funders,	is	helping	a	new	generation	of	
law	and	economics	scholars	to	reframe	an	already	impressive	
body	of	scholarship	around	the	legal	conditions	which	give	rise	
to	dynamic	growth.	

mAry Ann BeySter
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Taking  
enTrepreneursHip  
seriously 
WhAt it meAnS For BuSineSS eduCAtion, 
PerSonAl develoPment, And eConomiC GroWth

If	 the	 entrepreneur	 were	 viewed	 as	 the	
nation’s	 central	 change	 agent—the	 per-
son	 most	 likely	 to	 advance	 the	 well-being	
of	 society—how	 would	 it	 change	 our	 cur-
rent	 ideas	of	business	education,	personal	
development,	 and	 economic	 growth?	 The	
conference	closed	with	a	long,	hard	look	at	
that	very	question.	

Rick	O’Donnell	comes	at	the	question	from	the	perspective	of	
business	education.	O’Donnell	 is	the	president	of	the	Acton	
Foundation	for	Entrepreneurial	Excellence,	which	was	created	
to	publish	entrepreneurship	cases	and	develop	entrepreneur-
ship	curriculum	to	be	used	at	schools	across	the	country.	A	team	
of	entrepreneurs	led	by	Jeff	Sandefer	taught	the	curriculum	at	
the	business	school	of	the	University	of	Texas	at	Austin.	Early	
in	2002,	they	left	UT	to	found	the	Acton	School	of	Business,	a	
condensed	one-year	MBA	program	in	Austin,	Texas.

Acton	does	not	just	teach	its	students	entrepreneurship.	It	lives	
and	breathes	entrepreneurship.	Students	are	expected	to	put	
in	long	hours	on	real-world	projects.	“It	is	intense,”	O’Donnell	
underscored.	“Students	put	in	90	hours	per	week.	If	you	enroll	
and	you	have	a	spouse,	your	spouse	has	to	sign	a	contract	to	the	
school	acknowledging	that	they	understand	the	workload	you’ll	
be	taking	on.	Those	90-hour	work	weeks	are	spent	on	experien-
tial	learning.	Our	students	go	door	to	door	learning	sales.	They	
work	in	an	assembly	line.	We	teach	the	entrepreneurial	journey	
across	the	entire	curriculum.”

Acton	 has	 adopted	 a	 number	 of	 unconventional	 practices	
designed	to	serve	its	students	and	disrupt	the	higher	education	
marketplace.	For	example,	the	school	holds	itself	accountable	
through	its	fellowship	program.	“Rather	than	fund	an	endow-
ment,”	said	O’Donnell,	“we	ask	entrepreneurs	to	fund	student	
fellowships.	When	you	enroll	 in	Acton	as	a	student,	you	pay	
your	first	semester’s	tuition—$25,000.	At	the	end	of	your	first	
semester,	if	you’re	in	good	academic	standing,	you	do	not	have	
to	pay	for	second	semester.	If	you	make	it	to	graduation,	we	
refund	your	first	semester’s	tuition.	At	that	point,	you	have	48	
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hours	to	write	a	letter	to	the	entrepreneur	who	donated	your	
fellowship.	You	have	exactly	two	options	for	your	letter.	You	can	
either	write,	‘Thank	you	for	this	fellowship.	Acton	delivered	on	
its	promises,	and	I	look	forward	to	paying	for	another	student’s	
fellowship	with	my	future	earnings.’	Or	you	can	write,	‘Acton	did	
not	deliver	on	its	promises.	It	wasted	a	year	of	my	life,	and	I	do	
not	owe	this	money	back.’	We	have	never	had	anyone	write	the	
second	letter—but	it	is	a	real	option.”	

Moreover,	Acton	motivates	its	faculty	through	the	use	of	mar-
ket	 incentives.	Bonuses	are	determined	by	student	 ratings,	
thus	directly	linking	pay	to	performance.	“Each	faculty	mem-
ber,”	O’Donnell	pointed	out,	“is	paid	$5,000	base	pay	to	teach	a	
course.	They	can	earn	a	bonus—up	to	$30,000—but	the	bonus	
is	determined	entirely	by	student	ratings.	To	make	sure	this	is	
not	a	popularity	contest,	all	classes	are	graded	on	a	curve—our	
faculty	can’t	win	votes	by	handing	out	lots	of	As	and	Bs.	The	
lowest-rated	faculty	member	each	year	is	politely	asked	not	to	
return.	We	have	no	tenure.”

O’Donnell	admitted	 that,	 in	part	because	of	 its	unorthodox	
approach,	one	challenge	Acton	now	faces	is	taking	its	vision	of	
entrepreneur-centric	business	education	to	scale:	“How	do	we	
grow	this?”	he	asked.	One	solution:	exploring	ways	to	license	its	
curriculum	to	other	institutions	interested	in	teaching	entrepre-
neurship.	According	to	O’Donnell,	Acton	has	licensed	its	cur-
riculum	to	teacher=entrepreneurs	at	Rice,	Baylor,	the	University	
of	Oklahoma,	and	the	University	of	California,	Santa	Barbara.	

Dr.	Richard	Caruso,	another	panelist,	is	immersed	in	the	ques-
tion	of	what	entrepreneurship	means	for	personal	growth	and	
development.	Caruso	is	familiar	with	entrepreneurial	success	
on	a	large	scale.	Caruso	is	the	founder	and	chairman	of	Integra	
LifeSciences	Corporation,	the	company	that	envisioned	and	
created	Regenerative	Medicine	as	a	new	branch	of	medicine.	
Integra	has	annual	revenues	approaching	$750	million.	Caruso	
built	the	firm	from	scratch.	At	the	outset,	he	knew	nothing	about	
the	life	sciences.	His	Ph.D.	is	in	economics.	

In	 fact,	 Integra	LifeSciences	grew	out	of	Caruso’s	doctoral	
dissertation	at	 the	London	School	of	Economics.	Caruso’s	
dissertation	focused	on	mentorship.	He	proposed	that	entre-
preneurship	is	a	method	and	that	finding	good	mentors	was	
an	indispensable	part	of	that	method.	He	used	precisely	that	
method	to	create	Integra	LifeSciences.	“When	I	started	Integra,”	
Caruso	noted,	“I	knew	it	was	an	incredible	risk.	I	had	no	medi-
cal	background.	I	had	to	engage	mentoring	resources,	massive	
mentoring	resources.”	Founding	the	company	was,	essentially,	
a	chance	for	Caruso	to	test	his	ideas.	

What	the	experience	taught	Caruso	is	that	society	benefits	when	
individuals	are	empowered	to	tap	their	latent	entrepreneurial	
potential—even	potential	they	did	not	realize	they	possessed.	
“Every	person	is	born	unique,”	Caruso	explained.	“Everyone	
has	this	uncommon	person	within,	and	the	challenge	is	to	find,	
understand,	and	release	that	person,	so	that	you	can	actually	
become	yourself,	become	your	own	uniqueness.	We	are	work-
ing	to	harness	mentoring	resources	to	help	individuals	discover	
their	uniqueness,	to	become	the	entrepreneur	of	the	enterprise	
that	is	their	lives.”

Acting	on	that	belief,	Caruso	has	developed	an	online	mentoring	
platform	called	Mentorsphere,	which	is	due	to	be	launched	in	the	
summer	of	2009.	Mentorsphere	will	leverage	powerful	new	Web	
2.0	technologies	in	two	ways.	First,	it	will	help	aspirational	entre-
preneurs	evaluate	their	abilities,	giving	them	a	tangible	sense	of	
areas	in	which	they	might	be	successful.	Second,	the	network	
will	help	that	entrepreneur	develop	and	connect	with	a	stable	
of	mentors.	The	idea	is	certainly	innovative.	Nowhere	on	the	
internet	is	there	a	social	networking	space	solely	reserved	for	
people	to	define	their	personal	and	professional	aspirations	and	
connect	them	to	online	tools	to	turn	those	dreams	into	reality.
	
Entrepreneurial	mentorship	is	a	highly	diffuse	and	fragmented	
market.	“Certainly	personal	mentoring	is	the	best	way	to	go,”	
Caruso	acknowledged.	“But	this	gives	us	the	opportunity	to	
draw	on	resources	worldwide.”	Caruso’s	vision	for	Mentorsphere	
intends	to	do	exactly	that:	leverage	entrepreneurial	mentoring	on	
a	global	scale.	If	he	realizes	his	ambitious	goals,	Caruso	will	not	
only	open	opportunities	for	increasing	individual	prosperity.	He	
will	be	creating	a	powerful	new	tool	for	another	kind	of	enrich-
ment:	becoming,	as	he	put	it,	“the	entrepreneur	of	the	enterprise	
of	his	or	her	own	life.”
	
Ross	Sanders	shares	Caruso’s	belief	in	the	transformative	power	
of	entrepreneurial	mentoring.	Sanders	is	the	executive	director	
of	Bizdom	U,	a	one-year,	no-cost	entrepreneurship	boot	camp.	
The	program	was	principally	funded	by	Dan	Gilbert,	the	founder	
and	chairman	of	Quicken	Loans,	the	nation’s	largest	online	home	
lender.	Gilbert	sees	Bizdom	U	not	only	as	a	means	to	cultivate	
new	entrepreneurs,	but	also	as	a	way	to	resurrect	his	hometown:	
the	city	of	Detroit.	

Bizdom	U	provides	comprehensive,	real-world	training,	men-
torship,	and	support	for	aspiring	entrepreneurs	who	agree	to	
bring	 their	energy	and	determination	 to	start	Detroit-based	
businesses.	The	curriculum	is	practical	and	experiential.	“Biz-
dom	is	not	the	kind	of	place	where	you	read	a	book	and	take	a	
test,”	said	Sanders.	“We	believe	in	learning	by	doing.	To	teach	
sales,	we	gave	our	students	coaching,	then	we	divided	them	
up	into	three	teams	and	made	them	sell	products	at	a	mall	one		

    “iT is inTense,” o’donnell  
         underscored. “sTudenTs  
  puT in 90 Hours per Week.”

                      “The enTrepreneur of The  
  enTerprise of His or Her oWn life.”



20   A StimuluS thAt WorkS

weekend.	When	they	came	back,	we	reviewed	their	perfor-
mances	and	provided	more	coaching.	Then	they	had	to	go	to	
the	zoo	and	sell	memberships	to	the	Detroit	Zoo.	We	believe	
strongly	in	learning	by	doing.”	

Entrepreneurship	can	be	intimidating.	Startup	entrepreneurs	
face	far	more	risks	than	regular	employees.	Bizdom	U	works	
to	remove	some	of	the	uncertainty.	During	the	program,	partici-
pants	receive	intense	feedback	and	consulting	on	their	business	
concepts	as	they	move	from	idea	generation	through	business	
launch.	They	also	have	access	to	a	network	of	experts	from	
Gilbert’s	family	of	companies	(including,	among	others,	Quicken	
Loans,	Fathead,	and	ePrize)—all	at	no	cost,	and	with	the	pos-
sibility	of	receiving	a	living	stipend.	Participants	even	travel	with	
the	program,	Sanders	noted:	“Dan	Gilbert	has	taken	a	couple	
[of	students]	on	different	business	trips.	A	few	went	to	China	
not	too	long	ago.”

Perhaps	more	impressive,	however,	is	the	commitment	Bizdom	U	
makes	 to	 successful	 graduates	 of	 the	 program.	 Sanders	
explained	that	those	who	graduate	and	present	a	plan	for	a	real-
istic	business	can	receive	three	things:	“First,	we	will	fund	their	
plan,	with	startup	capital	ranging	from	$25,000	to	$100,000.	
Second,	we	will	provide	them	a	minority	share	of	ownership	in	
that	plan.	Third,	we	will	provide	them	with	the	opportunity	to	
earn	larger	shares	of	ownership	over	time.	We	share	the	own-
ership	of	their	businesses	and	use	our	nonprofit	share	of	the	
proceeds	to	sustain	our	nonprofit	operations	and	to	seed	future	
businesses.”	

That	innovative	funding	mechanism—seeding	future	classes	
with	proceeds	from	spun-off	startups—makes	Bizdom	U	a	very	
sustainable	model.	It	also	makes	Bizdom	U	ripe	for	scale.	“What	
we	like	about	our	model,”	said	Sanders,	“is	that	it	is	leverage-
able	and	scaleable.	We	want	to	build	businesses	that	will	attract	
customers	and	increase	revenues.	We	want	to	see	them	hiring	
employees	and	growing	profits.	The	more	our	graduates	suc-
ceed,	the	faster	we	can	scale	and	the	larger	we	can	grow.”

Bizdom	U	is	looking	for	dynamic	self-starters	with	real	entre-
preneurial	potential.	“We	are	committed	to	getting	the	right	
people,”	said	Sanders.	“The	original	business	idea	matters	less	
than	the	personality.”	By	finding	and	cultivating	such	promising	
talent,	Gilbert,	Sanders,	and	the	Bizdom	U	team	intend	to	create	
wealth	and	develop	profitable	companies	in	the	city	of	Detroit.	
	

    “WhaT We like abouT our Model is ThaT  
         iT is leverageable anD scaleable.  
 We WanT To build businesses ThaT Will  
        aTTracT cusTomers and increase revenues.” 
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riChArd CAruSo
uncommon individual Foundation

riCk o’donnell
Acton Foundation for  
entrepreneurial excellence

roSS SAnderS
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conclusion 
A ChAllenGe And An oPPortunity

At	the	outset	of	the	conference,	Carl	Schramm	indicated	that	for	those	hoping	to	expand	
entrepreneurship,	a	“challenge	is	how	to	make	this	a	broadly	based	experience	for	people.”	
The	attendees	at	the	conference	in	Kansas	City	offer	strong	evidence	that	the	challenge	
may	be	realistically	met.	

After	all,	as	Schramm	pointed	out,	entrepreneurship	takes	many	
forms.	It	can	be	a	stroke	of	historic	genius:	Steve	Jobs	founding	
Apple	computer	in	his	family	garage.	It	can	also	be	a	simple	mat-
ter	of	putting	one’s	life	back	together:	Jason	Wang,	a	graduate	
of	Catherine	Rohr’s	prison	mentoring	program,	now	one	year	
out	of	jail,	who	attended	the	conference	to	describe	his	new	
software	business.	It	can	be	a	disadvantaged	child	in	Houston	
setting	up	a	lemonade	stand	and	getting	her	first	taste	of	busi-
ness	success;	it	can	be	a	low-income	rural	student	in	Kansas	
learning	about	the	virtues	necessary	to	be	successful	in	busi-
ness	and	in	life.	Entrepreneurship	is	being	extended	at	its	natural	
homes	such	as	MIT,	and	concern	for	entrepreneurship	is	making	
deeper	inroads	at	business	schools	and,	increasingly,	within	law	
schools.	

Champions	of	entrepreneurship	have	a	solid	 foundation	on	
which	they	might	build.	Schramm	noted	that	surveys	suggest	
that	“half	the	kids	who	graduate	from	college	want	to	start	a	
business.”	These	young	men	and	women	“are	expressing	their	
human	creativity	in	commerce.”	It	is,	Schramm	underscored,	an	
impulse	to	be	celebrated.	
	
But	 it	 is	 also	 increasingly	 plain	 that	 philanthropy	 must	 be	
involved	if	entrepreneurship	will	be	the	broadly	based	experience		
Schramm	described.	The	reason?	There	is	still	a	cultural	stigma	
attached	to	entrepreneurial	drive	and	achievement;	it	still	strikes	
too	many	people	as	acquisitive	and	narrowly	self-interested.	
Schramm	noted	that	all	too	often,	there	is	a	tendency	to	criticize	
or	condescend	to	commercial	pursuits.	The	result	is	a	“tincture	
that	working	for	business	is	bad,	or	even	worse,	that	to	have	
chosen	business	is	the	less	intelligent	alternative	for	the	majority	
of	students.”	

One	charge	for	philanthropists,	then,	is	to	celebrate	the	achieve-
ments	of	entrepreneurs	and	not	to	apologize	for	the	wealth	they	
create.	“George	Eastman	changed	human	consciousness,”		
Schramm	concluded.	It	was	George	Eastman’s	dream	that	made	
it	possible	for	us	today	to	“see	what	the	peace	treaty	looked	like	
after	World	War	II.”	It	is	the	great	entrepreneurial	achievement	
of	Bill	Gates	that	we	have	“enormous	gains	from	free	informa-
tion.”	Those	gains	resulted	from	the	personal	computer—and	
the	universe	of	software	he	helped	create.	

These	achievements	have	profoundly	expanded	human	wel-
fare	and	immeasurably	enriched	individual	lives.	There	is	no	
need	for	foundations	built	on	entrepreneurial	success	to	atone	
or	apologize	for	alleged	sins	of	their	founders.	Instead,	they	
should	celebrate	those	achievements,	and	help	inspire,	educate,	
encourage,	and	catalyze	the	next	generation	of	entrepreneurial	
creation.	For	Schramm,	as	for	many	others	at	the	conference,	
few	things	are	as	noble	as	entrepreneurship,	or	hold	so	much	
promise	for	expanding	human	welfare,	both	in	the	current	crisis,	
and	far	beyond.	

Nick Schulz is the DeWitt Wallace Fellow 
at the American Enterprise Institute (AEI) 
and editor-in-chief of American.com, 
AEI’s online journal of ideas. He is the  
co-author, with Arnold Kling, of From	
Poverty	to	Prosperity:	Intangible	Assets,	
Hidden	Liabilities	and	the	Lasting	Triumph	
Over	Scarcity, which will be out later this 
year from Encounter Books. 
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abouT  
THe pHilanTHropy  
rounDTable

The	Philanthropy	Roundtable	is	a	national	association	of	individual	donors,	corporate	
giving	officers,	and	foundation	trustees	and	staff.	The	Roundtable	attracts	philanthropists	
who	benefit	from	being	part	of	an	organization	dedicated	to	helping	them	achieve	their	
charitable	objectives.	In	addition	to	offering	expert	advice	and	counsel,	the	Roundtable	
puts	donors	in	touch	with	peers	who	share	similar	concerns	and	interests.	Members	of	
the	Roundtable	gain	access	to	a	donor	community	interested	in	philanthropic	strategies	
and	programs	that	actually	work.
	
Mission
The	mission	of	The	Philanthropy	Roundtable	is	to	foster	excellence	in	philanthropy,	protect	philanthropic	freedom,	help	donors	achieve	
their	philanthropic	intent,	and	assist	donors	in	advancing	liberty,	opportunity,	and	personal	responsibility	in	America	and	abroad.	

PhilanthroPy rounDtaBle PrinciPles

Philanthropic	freedom	is	essential	to	a	free	society.

A	vibrant	private	sector	is	critical	for	generating	the	wealth	that	makes	philanthropy	possible.

Voluntary	private	action	offers	solutions	for	many	of	society’s	most	pressing	challenges.

Excellence	in	philanthropy	is	measured	by	results,	not	good	intentions.

A	respect	for	donor	intent	is	essential	for	philanthropic	integrity.
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Donor  
services 

annual Meeting
The	Annual	Meeting	is	The	Philanthropy	Roundtable’s	flagship	
event.	Donors	from	across	the	country	meet	to	share	ideas,	
strategies,	and	best	practices,	and	hear	from	America’s	leading	
experts	in	private	innovation	and	forward-thinking	policy.

regional Meetings
The	Roundtable’s	programs	and	services	 for	donors	 include	
regional	meetings	and	dinners,	held	in	different	cities	throughout	
the	year,	that	bring	donors	together	to	discuss	issues	of	common	
concern.	Many	donors	find	that	these	smaller,	more	intimate	meet-
ings	enable	them	to	better	network	with	peers	who	share	similar	
concerns	and	interests.	

PhilanthroPic freeDoM
The	Roundtable	works	on	Capitol	Hill	and	around	the	country	
to	protect	the	freedom	and	diversity	of	philanthropic	organiza-
tions.	Our	work	on	behalf	of	philanthropic	freedom	has	played	
a	critical	role	in	stopping	the	enactment	of	legislation	harmful	to	
grantmaking	foundations.	

PhilanthroPy
The	Roundtable’s	quarterly	magazine	is	“must	reading”	among	
donors	committed	to	promoting	freedom,	opportunity,	and	per-
sonal	responsibility.	Each	issue	offers	donors	insights	on	top-
ics	of	significance	in	the	philanthropic	world,	focuses	on	broad	
strategic	questions	in	line	with	our	principles,	and	provides	real	
guidance	and	clear	examples	of	effective	philanthropy.	

guiDeBooks
The	Roundtable’s	guidebooks	are	in-depth	examinations	of	the	
principled	and	practical	aspects	of	charitable	giving.	Our	guide-
books	connect	donors	with	the	best	information	available	for	
achieving	philanthropic	excellence.	The	Roundtable	publishes	
new	guidebooks	every	year	and	maintains	a	library	of	past	pub-
lications	for	members	to	access.	

Breakthrough grouPs
The	Philanthropy	Roundtable’s	five	Breakthrough	Groups	focus	
on	k-�2 education,	conservation,	helping People to help  
themselves, higher education,	 and	national security.	
These	are	all	areas	where	we	think	philanthropy	can	achieve	
dramatic	breakthroughs	in	the	next	decade.
	
consulting anD referral services
Members	of	the	Roundtable	benefit	from	the	insights	and	expe-
rience	of	their	peers.	Many	of	our	members	have	agreed	to	
serve	as	informal	advisors	to	their	Roundtable	colleagues.	To	
fulfill	donor	interests	outside	of	the	scope	of	our	mission	and	
activities,	the	Roundtable	collaborates	with	other	philanthropic-	
service	organizations	or	refers	donors	directly	to	other	experts.
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