
“Foundations are not  
a branch of banking in  
the business of merely  
distributing money.  
Rather, by their special character they  

are moral and symbolic entities dealing  

in matters of the mind and spirit . . . .”  
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“. . . More is and should be expected of 

[foundations]: high aspiration, dedication, 

and inspiration to others. They must believe 

in something, stand for something, and 

with conviction.”

 Waldemar  A. Nie lsen

 Author,  Golden Donors, and c lose  adv i sor  to  Ewing Kauf fman
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Thinking our Way
into a Great Foundation
B Y  J O H N  A .  ( T O N Y )  M A Y E R

Chairman of the Kauffman Foundation Board of Trustees

The past two years have been a time of profound thinking at 

the Kauffman Foundation—thinking about our mission,  

thinking about our founder’s intentions, thinking about how  

to create significant and positive social change in our fields  

of interest: youth education and entrepreneurship. This  

introspection has resulted in both new programs and  

new approaches, which we’re pleased to share with you in  

this “thoughtbook.”

Throughout this book, you will find associates at the 

Foundation, as well as a number of our grantee-partners, 

speaking to you directly in essays and articles they have  

written. In addition to highlighting new and expanded  

programs, we focus on the thinking behind our grant  

making, including what we perceive to be the Foundation’s 

optimum role, why we are doing what we’re doing, and what 

the important issues are in our fields of interest.
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Waldemar Nielsen, who is quoted on the cover, was a key 

advisor to our founder, Ewing Marion Kauffman, during the 

1980s and early 1990s when Mr. Kauffman was deciding the 

kind of foundation he wanted this to be. Wally Nielsen was 

one of the great minds in philanthropy; his book, Golden 

Donors, is still regarded as the classic critique of American 

foundations. During his career, he served many major 

foundations and donors, and he was respected—and, by 

some, dreaded—for the incisiveness of his views.

That’s exactly why Mr. Kauffman wanted Wally around—he 

wanted nothing but the best. Few people thought of Ewing 

Kauffman as an intellectual. In fact, it is hard to imagine any 

industrialist putting as much thought into the future of a

foundation as Mr. Kauffman did. In addition to seeking years 

of input and criticism from some of the best and brightest 

people in the nation, he left us an archive filled with his own 

writings, audiotapes, and videotapes, touching on nearly 

every aspect of how we should operate. 

As the Foundation moves into the second decade without 

its founder, who died in 1993, we do so knowing that we’ve 

worked hard—and thought hard—to re-ground ourselves in 

the basic principles that Mr. Kauffman clearly laid down.  

As Wally Nielsen wisely points out, we must not be merely 

(or even mainly) a dispenser of funds. We must bring more 

to the game than money. We must pull together the kinds of 
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people and do the quality of thinking required to make the 

lives of young people fundamentally better and to keep the 

economy fundamentally strong through entrepreneurship.

It is impossible in a few brief words to convey all that this has 

entailed for the Foundation. We’ve made bold changes in 

pursuit of our goals—changes that, while embraced by many, 

were not acceptable to some. As a result, four trustees left our 

board, and a review was conducted by the Missouri Attorney 

General, who ultimately affirmed the Foundation is following 

the intentions of Mr. Kauffman.

In short, we’ve experienced the upheaval and controversy 

that come when an organization tries to stay young and vital 

as it matures.

Now we are at a stage where the energy and excitement 

are contagious; you can feel it in the halls. We are seeing 

an incredible cross-pollination of ideas—both within the 

Foundation and throughout our networks of partners in 

Kansas City and across the United States. Innovative programs 

are taking shape. Existing programs are metamorphosing 

and growing.

What we can show you in these pages are glimpses—a series 

of snapshots in time. I hope you see here what I see:  

thoughtful people committed to making a difference.
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Taking the Foundation  
Road Less Traveled
B Y  C A R L  J .  S C H R A M M

President and Chief Executive Officer, Kauffman Foundation

 Private foundations are perhaps the freest of all institutions in our free 

society. Unlike business firms, they do not have to keep shareholders happy 

or please customers. Unlike governments, they do not have to answer to 

voters. They are subject neither to the competitive pressures of the market nor 

the constraints of bureaucracy, and along with this rare freedom comes a rare 

opportunity: the opportunity to innovate, and to lead, in ways that others cannot.

That is what foundations, at their best, have done in the past. In the early 1900s, 

the Rockefeller Foundation led the global campaign against yellow fever, the first 

attempt to literally conquer a disease and one of the first international public-

service efforts of any kind. In the 1960s, the Carnegie Corporation funded a most 

unorthodox new television program that became, arguably, the most influential 

TV program ever: Sesame Street. These and other notable projects, such as the 

dial-911 system for emergency response, piloted by The Robert Wood Johnson 

Foundation, have had a common theme. Not only did they serve the public, 

touching the lives of many for the good, they changed how doing good was done.  

The goal of the Kauffman Foundation is to do this sort of work consistently. We 

will not be satisfied with making an occasional great grant; rather, we aspire to stir 
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things up year in and year out. Nor do we ever want to lapse into complacency, 

enjoying accolades for being a reliable pillar of society. American society is not 

something static that needs to be held in place by pillars. It is a work in progress, 

and our job is to be out at the front, always looking for the new idea, the better 

way. Ewing Kauffman gave us that very mandate when he said he wanted this to 

be the “best foundation in the United States.”

Ewing Kauffman was an entrepreneur, of course, as were other major foundation 

donors: Rockefeller, Carnegie, Henry Ford, Bill Gates. It is no coincidence that 

entrepreneurs—people who are agents of change, whose life’s work is starting 

and building new ventures—so often choose the private foundation as their main 

form of charitable bequest. Here is an organization that persists over time and 

yet is not confined to one kind of persisting work (as schools and hospitals are, 

for instance); it is ideally suited to go on being a change agent at large.

G O V E R N A N C E  C O N S T R A I N T S  B Y  O P E R A T I O N A L  F O R M

universities

state
government

business

federal
government

nonprofits

church

market
discipline

More so than any other type of institution, 

foundations are freest in our American 

society. As illustrated here, foundations 

operate almost completely outside of the 

competitive “market discipline” sphere, which 

includes shareholders, customers, voters, 

and other external pressures. Businesses and 

nonprofits, on the other hand, must operate 

entirely within the sphere, where they are 

dependent on external market forces for their 

survival and growth.

foundations
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The challenge, however, is to keep the entrepreneurial spirit alive. All 

organizations tend to ossify as they mature. Recall how Ford Motor Company 

kept making the Model T for far too long, and how the giant steel companies 

founded by men like Carnegie drifted gradually into the rigor mortis of business 

as usual. Foundations are even more prone to settle into patterns of sameness. 

The rare freedom they enjoy includes the freedom to be mediocre, since there 

are no market forces that punish them for failing to modernize. Also, because 

so many good causes clamor for attention at any given time, there is a tendency 

to become a reactive grantmaker rather than an initiator—parceling out funds 

to a multitude of worthy programs year after year but seldom making new 

interventions that could alter the playing field. Some foundations follow such 

a path. We have chosen otherwise.

In 2002, the trustees of the Kauffman Foundation made a conscious decision 

to refocus and revitalize. That in itself was a courageous, uncommon step: the 

Foundation was then only in its tenth year; how many foundations that are still 

so new choose to embark on a course of self-renewal? I have had the honor (and 

challenge) of directing the process thus far. This process is both outwardly and 

inwardly directed: it involves clarifying our grant-making strategies, and also 

how we see ourselves and conduct our operations. The best way to explain it 

is by starting with our fields of interest.

Mr. Kauffman declared that the Foundation should work in two main fields: 

education and entrepreneurship. His choices were intriguing and strategically 

made. Consider entrepreneurship first: Curiously, though most major foundation 

donors themselves were people who had started companies, none before Mr. 

Kauffman specified the study and encouragement of this activity as a major 

field of interest. And it is a crucial activity. Starting a business is more than a 

means for a person to get ahead. It is a primary means of bringing innovations 
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to market, putting them into practical use, and producing economic growth—as 

new companies from Western Union to Cisco Systems have done. The American 

economy has thrived through entrepreneurship; the future of many regions and 

countries depends on the ability to promote and sustain it. 

The Foundation began with a wide-open opportunity before it, as the only major 

foundation in the field—but we are by no means the only party. Universities, 

various public agencies, trade and professional groups, and others are active 

in various ways. We thus had to find our optimum role and decided it was to 

become the big-picture experts and the networking hub for entrepreneurship. As 

to the first, the basic body of knowledge in the field has been very fragmentary. 

Many have studied specific aspects, such as how best to manage a new firm or 

the effects of venture capital, but much more must be known in order to have 

truly effective public policies and programs. To fill the vast gaps in the picture, 

we are funding seminal studies in many areas—from comparative rates of 

entrepreneurship in different countries (and the factors deemed important) to 

the personal traits and characteristics of successful entrepreneurs. 

As a networking hub, we bring people together to stimulate the flow of 

ideas and action. We operate EntreWorld, a Web-based national network for 

information-sharing among entrepreneurs, and have recently begun work on a 

major entrepreneurship Web portal. Since today’s economy is knowledge-driven, 

many new companies have their start in universities. We believe this activity can 

be increased dramatically. Whereas most high-technology spinout companies 

today spring from research done by relatively few faculty and students at schools 

in a few regions, we are working with universities and institutions across the 

United States to make it happen far more often in more places—for instance, 

by piloting new ways to link up researchers with private-sector firms and 

entrepreneurs. Nor should activity be limited to the high-tech disciplines. With 
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a group of eight universities, we are also working to promote entrepreneurship 

across their campuses, in all departments.

The economist Paul Romer has written that the most valuable ideas are meta-

ideas, which he defines as “ideas about how to support the production and 

transmission of ideas.” One might say we are developing meta-ideas in the 

field of entrepreneurship.

Education is our other field; its importance needs no explaining. Within this 

immense field one must choose specialties or areas of emphasis, if one is to 

make a significant contribution. Our main focus is on improving the education 

of young people from less advantaged families and neighborhoods. But even 

here the Foundation found its scope broadening greatly, because so many things 

influence the prospects of children and teenagers. By the early 2000s, there were 

grant programs in areas from nutrition and family counseling to neighborhood 

development. We were helping to meet many needs but spreading our resources 

wide and thin, with little chance of driving any fundamental change. Therefore 

we refocused on one goal: raising academic achievement. This does not mean 

ignoring the personal and environmental issues that affect it. Rather, it means 

keeping all eyes on the prize—having young people do well in school, so they 

can go on to live good lives—and addressing the other issues in more specific 

and targeted ways, in the service of this goal.

For example: Mr. Kauffman in his own lifetime devised a program, Project 

Choice, that drastically reduced dropout rates at certain low-income high 

schools. He did it by promising that any student who stayed drug-free and out 

of legal trouble, and who qualified for college or post-secondary school, would 

have that schooling paid for. The Foundation continued Project Choice through its 

scheduled ending date, and we are now reviving it in an enhanced form, having 
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learned much. The new Kauffman Scholars program starts earlier, with middle-

school students, and adds support features. We expect to learn still more, including 

how scalable the program might be: Though the Foundation could not pay the 

costs for every qualifying low-income youngster in America, might others do so if 

it proves to be a cost-effective way to deal with a major social concern? 

Offering a college education is an incentive that produces results. In general, we 

think incentive-based approaches are powerful, and we will make them part of 

our overall strategic toolkit. Other major themes in our strategic thinking:

• We are issue-oriented. Before committing to any program, we study 

the issue area carefully and constantly, looking for key unmet needs 

or untapped opportunities. Only then do we plunge—just as a good 

entrepreneur studies the market carefully, and often in that way arrives at 

a product idea or business idea that could have order-of-magnitude impact.

• We are proactive. The associates at our Foundation are very bright and in 

frequent touch with the brightest people in their fields. The Foundation 

itself is thus often an idea generator for new programs and will become 

more of one as we sharpen our focus and build deeper expertise. When 

we have an idea but are not sure how to implement it, we will issue 

requests for proposals—thereby bringing others into the game.

• We seek forms of leverage beyond financial leverage. Traditionally, 

foundations try to “leverage their dollars” by getting others to match 

funds they have put into a project. We are hoping to go further. We try 

to leverage ideas: Can an approach that worked in one program apply 

to others? We seek human leverage, with projects that will get people 

interacting and thereby widening the circle of impact. We also look 
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for chances to leverage our programs, combining program elements or 

areas. For instance, entrepreneurship and education intersect naturally in 

many senses, and we already have several programs that combine the two.

• We try to engage in programs that will affect the lives of a great many 

people in some significant way for the long term. This, for example, 

applies to how we interpret Mr. Kauffman’s wish that a significant part 

of our grant making benefit our hometown of Kansas City. Rather than 

fund programs that are strictly or mainly local, we think of Kansas City 

as an innovation center, a place to start or refine the kinds of programs 

that could be scaled up and applied elsewhere. We favor addressing 

immediate needs only with programs that promise to either fix the core 

problem for years to come or lead to a new and much better way of 

dealing with it.

In our quest to be entrepreneurial and innovative, we also are adopting a new 

mental framework for finding key “points of intervention”—points at which 

we can step into an issue for maximum effect. Here is a rough explanation: 

Innovation in any field, be it technology or business or philanthropy, tends to 

occur in a repeating four-step cycle. 

1. First, an idea is generated (say, a discovery is made in a lab, or someone 

studies one of our fields of interest and has a program idea).

2. Next, as a step toward practical application, the idea is seeded and 

tested (a product prototype is built, a pilot program is launched).

3. The third step is refinement and scale-up (the product is tweaked and 

goes into mass production and distribution, the program is expanded).
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4. The fourth step is sustaining the innovation—keeping the product on the 

market and disseminating it, keeping the program running—and as this 

innovation takes hold, the world changes such that further ideas are then 

thinkable and the cycle begins anew.

Now, here is how the framework is used for strategic grant making. One looks 

at the field of interest, or a particular issue area, and asks: What would it 

take to get innovation moving in this area? Where in the cycle is the greatest 

need? If there is a need for basic knowledge and new ideas, one makes “idea 

grants”—as we have done in funding basic studies in entrepreneurship. If good 

ideas lie waiting to be piloted and tested, one can do the most good by making 

seed grants. If a good program exists that ought to be refined and scaled up, 

one makes scale grants—as we are now doing with Marian Wright Edelman’s 

Freedom Schools, an excellent summer program for youth that deserves to have 

much wider reach.

Finally, this Foundation tries to make sustaining grants to programs only as 

needed. And we watch, constantly, for new ideas and programs that could be 

spun out of these—just as many new companies are started by employees

who leave existing firms, striking out on their own to nurture their ideas and 

become entrepreneurs.

We also are in the process of thoroughly rethinking and revamping our internal 

operations. For instance, we now recognize that knowledge management 

is a key issue. As a foundation that sits at the hub of far-flung networks of 

knowledgeable people—grantees, scholars, advocates, practitioners, and 

others—in two extremely vital fields, we have vast quantities of very useful 

information and ideas flowing into and through our building in the heart of 
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Kansas City. Do we always capture it and see that it is shared with those who 

could use it? To do a better job, we are implementing both new technology 

systems and new “people” systems.

We shall have more to say about this and other topics in a future report. For 

now, please enjoy the following pages, in which our associates, partners, and 

grantees give you a closer look at the innovative ideas and programs we’re 

stirring up. I could philosophize further about how we are working to keep the 

entrepreneurial spirit alive at the Kauffman Foundation, working to become a 

human laboratory for the science of change. But let the work speak for itself.
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“Society’s course will be changed 

only by a change in ideas. 

First you must reach the intellectuals, 

the teachers and the writers, 

with reasoned argument. It will be their 

influence on society which will prevail, 

and the politicians will follow.”

 Fr iedr ich  Hayek
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Our Approach

On our journey to becoming an entrepreneurial foundation, the  

Kauffman Foundation follows some basic directives that serve as a  

roadmap for our thinking and our actions. On the following pages, we 

share that which guides our work, including the legacy and intentions  

of our founder, Ewing Kauffman; our vision and mission; and our 

philosophy on managing our most important asset: knowledge.
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Ewing Kauffman 
Remembered:
How a Donor and His 
Foundation Evolved

 Private foundations are expected to carry out “donor intent.” We interpret 

that as not only following specific instructions to the letter, but trying to operate 

in the spirit of Ewing Marion Kauffman. A recent board retreat began with a 

session in which three trustees, who knew Mr. Kauffman well, shared their 

memories of him. Following are excerpts from their comments, along with 

a brief sketch of the donor’s life.

E W I N G  K A U F F M A N  ( 1 9 1 6 - 1 9 9 3 )

Someone who works his way up from modest beginnings to great success—and 

who shows a remarkable knack for innovating in fields new to him—is often 

called a “self-made man.” That term fails to capture a key quality of Ewing 

Kauffman. He was ever willing to learn from others, ever able to see and bring 

out the best in others.

Born on a farm in Cass County, Missouri, Mr. Kauffman moved as a child 

to Kansas City with his family. Finishing high school in the depths of the 

Depression, he tried a variety of things: hopping freight trains in search of work, 

getting a junior-college certificate in business, selling insurance. In World 

War II he served as a Navy seaman on troop and supply ships.
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After the war he became a salesman for a pharmaceutical company and, as 

he later commented, “simply fell in love with the business.” The human side 

appealed to him—he admired physicians, liked selling products that could 

help them to help people—while the intellectual side engaged him. He spent 

long evenings talking with family doctors about their needs and views, and 

poring through literature on drugs and vitamins.

In 1950, he went into business for himself. Printing sales cards that read 

“Marion Laboratories” (he used his middle name so it wouldn’t be obvious 

he was starting as a one-man firm), he set up shop in the basement of the 

small home where he lived with his wife and two children. There he would 

package and label medications bought from a contract manufacturer. And 

as the company grew, his keen attention to the doctors’ grapevine brought 

him a breakthrough idea. Following up on some medical reports, he came to 

market with oyster-shell calcium tablets—which proved to be a potent source 

of elemental calcium for pregnant women, of whom there were legions during 

the postwar baby boom. 

By 1969, Marion Laboratories was trading on the New York Stock Exchange, 

and Mr. Kauffman was in the national headlines on the sports pages. He had 

brought major-league baseball back to Kansas City as owner of the new Royals 

expansion team. Purists scoffed when he started a “Baseball Academy” to train 

gifted young athletes who hadn’t played much baseball. But the Royals went 

on to win six division titles and the 1985 World Series with players such as 

second baseman Frank White, who had been a construction worker before 

entering the Academy.

Marion was later merged and then acquired; it is now part of Aventis. 

Meanwhile, during the 1980s, Ewing Kauffman had started to think and plan 
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seriously as a philanthropist. He called in expert advisors, such as Waldemar 

Nielsen and others, and tapped the talents of executives from Marion. His  

foundation, which had been little more than a pass-through for assorted kinds of 

giving, began turning into a focused entity. It designed and launched innovative 

programs in youth development and education. By the time of Mr. Kauffman’s 

death in 1993, programs in entrepreneurship were taking shape as well.

Our trustees’ recollections give a closer view of this process—and of the  

man himself.

“In 1979, Mr. Kauffman was approached by community leaders    

about participating in Project Warmth, which was to help people   

pay their heating bills in that bad winter. Having grown up in tough 

times [during the Depression], he very quickly agreed to give $50,000.  

The next year, they came back to ask again. And he said, ‘No, we didn’t 

solve the problem. The problem is, people still don’t have jobs, so they 

can’t pay their bills. Instead of taking palliative approaches, what we need 

to do is help people get jobs and have a sustainable lifestyle.’ And from 

that time he started focusing on root causes and finding novel solutions 

to problems.”

A N N E  H O D G E S  M O R G A N , a trustee since 1996, also has served as  

an officer and trustee of several other foundations. A professional  

historian and author, she came to know Mr. Kauffman while writing his  

biography, Prescription for Success. In conversation, she recalls that  

the end of the 1970s marked a turning point in Ewing Kauffman’s  

thinking about philanthropy:

- E w i n g  K a u f f m a n  R e m e m b e r e d  -
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Dr. Morgan notes that Ewing Kauffman seemed an enigma to some. On the one 

hand he was well-known for his generosity—starting at Marion Laboratories, 

where he paid well. He was an early adopter of profit-sharing and stock-option 

plans that created more than 300 millionaires, and often said that one of the best 

business principles was “those who produce should share the wealth.” Yet he 

could also stun people with a quick turn-down:

“Early in his career, when he was immersed in business, he would 

sometimes make surprising statements when people asked him for money:  

‘I don’t give to art museums. I create jobs for the community.’ Later, once 

he had become a public figure, he declined honorary degrees from a 

number of universities. To their horror he’d say, ‘You’re not interested in 

me. You want my money.’ And he was probably correct.”

One reason for this behavior, says Dr. Morgan:

“He was not interested in being part of the business or social elite. In fact, 

he enjoyed playing the role of the outsider. It gave him a different sort of 

cachet to be this public curmudgeon from time to time.”

Moreover, there was method behind the brusqueness. Well aware that no fortune 

was large enough to meet every need, Mr. Kauffman marshaled his funds for the 

fields that interested him most: youth, and support of entrepreneurship. 

Dr. Morgan explains:

“He believed in social action programs. But he understood that getting 

young people through school, or helping them stay away from drugs 

and alcohol, didn’t really matter if those kids ultimately couldn’t earn a 

living. And that’s the connection between youth development and the 

entrepreneurial efforts. He never saw any dichotomy between the two.”

- E w i n g  K a u f f m a n  R e m e m b e r e d  -
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“When wealthy business people go into philanthropy, they tend to believe 

that the principles, approaches, and skills that supported their business 

success will apply and can be directly translated to their foundations. They 

sincerely believe that they can show others how it ought to be done. What 

this leads to is a top-down view of philanthropy that often means operating 

programs as opposed to making grants to support others.

“Mr. Kauffman actually started with that philosophy. Then, as his initial 

programs were being implemented, he was surprised and dismayed to 

see that his better mousetraps weren’t necessarily going to work as he 

imagined. He quickly recognized that he didn’t have all the answers and 

mid-course corrections were needed. Most importantly, he understood that 

you just can’t do good for or on people; he learned that he had to do good 

with them.”

In 1991, Mr. Kauffman began making tapes with instructions to his board as to 

how the Foundation should be managed after his death. Mrs. Nicolau remembers:

“He had a list of ‘thou shalts’ and ‘thou shalt nots.’ For example, thou shalt 

not do bricks and mortar funding; he wanted no grants for big institutional 

S I O B H Á N  N I C O L A U  was a trustee from 1993 to 2002 and has 

recently rejoined the Board. In the 1980s, when Mr. Kauffman was 

doing a great deal of thinking about the Foundation, he brought in 

Mrs. Nicolau, who is nationally known as a consultant to donors and  

foundations, and as a scholar and writer. She remembers him as an 

astute learner—and as a donor who thus grew quite sophisticated:

- E w i n g  K a u f f m a n  R e m e m b e r e d  -
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- E w i n g  K a u f f m a n  R e m e m b e r e d  -

buildings, such as hospitals or dormitories, named for him. He wanted 

no pledges to the universities attended by board members or senior staff. 

He wanted no grants to religious organizations for religious purposes, no 

overseas funding, and no family members on the board.

“As for ‘shalts,’ he wanted us to strive for excellence. He wanted programs 

that could uncover new widely replicable solutions to fundamental 

societal problems. He wanted an emphasis on entrepreneurship and youth 

education but recognized that needs would change over time, and he left 

it in the hands of future boards to set program priorities.

“Mr. Kauffman had strong views on the kind of people he wanted inside 

the Foundation. He instructed his boards to judge new hires on three 

criteria: Are they intelligent? Are they of good character? And are they 

caring? I had never heard a donor speak of or read a donor statement that 

dealt with that very fundamental issue.”

Overall, says Mrs. Nicolau:

“His basic funding interests and the basic shalts and shalt nots never 

changed. He was very clear and consistent about them, to the end of his 

life. What changed were his views of implementation. How to do what 

he wanted to have done was the area in which his own thinking 

progressed, and it was the area he left open to us for making further 

progress in the future.” 
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- E w i n g  K a u f f m a n  R e m e m b e r e d  -

“Everything became a learning process for Mr. Kauffman. He had strong 

views of his own, and he would test you, but he was flexible. For instance, 

he’d admit there were problems facing young people that he was not 

aware of when he went into this. He understood that for the program to 

work, he might have to go the extra mile financially. But it was not an 

open checkbook. You had to explain all the things that you were doing, 

and why they were needed. When we disagreed about anything, he would 

always say, ‘Okay, then convince me.’”

Mr. Kauffman got motivated about new ideas and creative aproaches, 

Mr. Rhone remembers:

“Whenever we added a new or unique touch to the program—like a 

special Saturday school during the school year for students who had fallen 

behind in grade levels—that’s when Mr. Kauffman would really light up. 

He’d say, ‘That’s pretty innovative, isn’t it? Who else is doing that? And 

we’re getting the school district involved, the teachers, the kids, everyone.’ 

That kind of thinking, plus results, was what he liked to see.”

T H O M A S  J .  ( T O M )  R H O N E ,  a trustee since 2003, was one of the 

Foundation’s first program directors. In the 1980s, Mr. Kauffman 

hand-picked Mr. Rhone, a former high-school teacher and principal, 

to develop an idea that Mr. Kauffman himself had conceived: the 

dropout-prevention program Project Choice. Mr. Rhone recalls the 

project evolving much as a start-up company does, with constant give-

and-take:
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In addition to being engaged with program decisions, Mr. Kauffman was 

extremely hands-on when it came to the kids he was trying to help:

“Those Project Choice kids knew Mr. Kauffman was the man who would 

pay for their college education, but they really thought of him more as 

their good friend. Mr. Kauffman would attend their drug screenings, show 

up for visits at school, and invite the students to come by his office any 

time—he would make them a priority. And boy did those kids respond. 

They’d drop by Marion to show him their gradecards, or to talk about 

a new summer job, or to give him some little token they’d made in 

woodshop class. They felt very comfortable with him, and he with them. 

So, yes, he had high expectations for the programs, but he also had a 

knack for connecting to people, especially his Project Choice kids. They 

still talk about him today.”

- E w i n g  K a u f f m a n  R e m e m b e r e d  -
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A society of economically independent individuals 

who are engaged citizens, contributing to the  

improvement of their communities.

To help individuals attain economic independence 

by advancing educational achievement and  

entrepreneurial success, consistent with the  

aspirations of our founder, Ewing Marion Kauffman.

In pursuit of this mission, we will abide by key 

principles espoused by our founder:

• Identify opportunities where application of the 

Foundation’s people, ideas, and capital can benefit 

society in significant and measurable ways.

• Develop innovative, research-based programs leading 

to practical, sustainable solutions that are widely 

accepted and implemented.

• Treat the Kansas City region as a program incubator 

where feasible, in which new approaches can be 

tried and tested before being disseminated nationally.

• Partner with others to leverage our resources 

and capabilities while avoiding the creation 

of dependency.

O U R  V I S I O N

O U R  M I S S I O N

O U R  A P P R O A C H

Our Guiding 
Principles

26
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Knowledge at Work
A N  I N T E R V I E W  W I T H  J U D I T H  C O N E

Vice President of Knowledge Management, Kauffman Foundation

 When the Kauffman Foundation made the decision to create a 

department called knowledge management, an unmistakable message was sent: 

Knowledge is one of the Foundation’s greatest resources, and at the end of 

the day, that intellectual capital is what we truly have to offer the world. Judith 

Cone, vice president of knowledge management, answers questions about this 

important new endeavor.

What is knowledge management?

Knowledge management is seeing that human knowledge—knowing how 

something works or how to do things—is captured effectively and put to 

the most widespread and best possible uses. Simply put, knowledge 

management seeks to improve efficiencies, foster collaboration, inform 

decision-making, and ultimately advance the work of the Foundation to 

generate the greatest good for the greatest number.

Knowledge is not merely information, so it is hard to manage. Because  

knowledge is created and resides in far-flung networks of people (not just 

in databases), it is difficult to capture. And, it is complex and needs 

context if it is to make sense.
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- K n ow l e d g e  a t  Wo r k  -

Effective knowledge management is based on the following principles:

• Serve the need.

• Cut through information clutter to offer useful know-how.

• Package or present knowledge in multiple formats (short tutorials, 

 interactive online tools, links to humans who can help either 

 face-to-face or by email).

• Always provide context and offer additional advice where it 

 may be helpful.

What does knowledge management mean to the Kauffman Foundation?

The Kauffman Foundation is one of a handful of foundations making a 

serious commitment to knowledge management. We believe we cannot 

operate efficiently and to the greatest and most widespread benefit without 

it. Our evolving knowledge management culture might be summed up as 

follows: Much as foundations have thought in terms of leveraging their 

dollars to maximum effect, we must now think in terms of leveraging our 

intellectual capital. This involves leveraging the information on our Web 

sites. It involves trying to leverage our grant programs so they combine and 

complement one another in more powerful ways. Above all it means 

leveraging the knowledge latent in our networks of people—staff members, 

grantees, consultants, researchers, and others. After all, it is this 

knowledge, not money, that is our real currency and what we have to 

maximize our impact. 
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- K n ow l e d g e  a t  Wo r k  -

Why is this important to the Foundation?

Because the Foundation has an entrepreneurial environment that is flexible 

and fast-moving, and because people pursue projects with high degrees of 

autonomy, it is imperative that we operate in a massively networked

fashion, working not only with fellow staff but with many people beyond 

the organization. The challenge is to get the most from this highly fluid and 

potentially powerful environment—making it easy for people to interact

and learn from one another, while minimizing intellectual waste and

missed opportunities. 

Moreover, the Foundation is one of a few institutions in the United States 

that is in an ideal position to develop and pilot good, holistic systems for 

knowledge management. Being a nonprofit, we are under no pressure to 

control, and thereby make money from, the knowledge we generate. (Many 

knowledge-management systems in the private sector are not very transferable 

for this reason, whereas our only goal is to share and disseminate as much 

S T E P S  I N  T H E  K N O W L E D G E  M A N A G E M E N T  P R O C E S S

use

share

collect

identify

create

organize

adapt
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- K n ow l e d g e  a t  Wo r k  -

knowledge as we can.) We have more resources for knowledge management 

work than most universities do. While other large foundations are diffused 

with many fields of interest, we concentrate on only two: entrepreneurship 

and education. 

And in one of those fields, entrepreneurship, we are already the de facto  

intellectual hub. No other foundation, government agency, university center, 

or private think tank plays such a central role. We thus have the opportunity 

—one might say the obligation—to become the state-of-the-art model for 

knowledge management. 

How does the Foundation plan to implement its knowledge management system?

The subject-matter knowledge and the human contacts needed are already 

at the Foundation’s fingertips. The required software and technical 

expertise are also at hand. What must come now is a comprehensive effort 

to manage it all—starting from a perspective of the end-users’ situations 

and needs, and working from there to deliver knowledge that meets 

those needs.

We are simultaneously working on various fronts: Awareness building 

and education, involving associates, conducting beta projects, and 

implementing a new technology infrastructure. Key projects under 

way include developing information architecture, implementing a new 

document management system, creating research and entrepreneurship 

portals, and upgrading and migrating our existing Web sites. 

The Foundation now stands at a pivotal point. We have a number of ambitious 

early-stage programs that will benefit by having knowledge management 
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- K n ow l e d g e  a t  Wo r k  -

built in from the ground up. The knowledge management team is working 

to launch a research portal Web site for researchers in entrepreneurship. 

Similarly, we are considering creating a new “networked” approach to 

university technology transfer, which likewise involves linking people 

together and helping them collaborate. The eight universities in our 

Kauffman Campuses program want to share ideas and results as they 

experiment with new ways for teaching and promoting entrepreneurship 

at the college level. 

The knowledge management systems we develop for entrepreneurship will 

be applied immediately to our other main field, youth education. That field is 

of unsurpassed importance to people everywhere. We believe knowledge 

management will enable us to significantly build our impact in youth 

education—leveraging our current programs to greater effect and 

networking to create valuable new programs. Furthermore, the knowledge 

systems we develop may be transferable globally, beyond the Foundation, 

to any field in which there are networks of nonprofit researchers and 

practitioners, including the social sciences, many of the arts and physical 

sciences, and economic development.
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Advancing Educational
Achievement

Mr. Kauffman understood that a quality education could be a child’s one-way 

ticket out of poverty. Yet too many children and youth in our society do not 

have the opportunity to pursue a quality education. That’s why we are targeting 

our investments and programs directly on educational achievement—working 

especially with children and youth from less-advantaged families. These 

education investments will do more than anything else to help students earn 

self-sufficiency, find jobs and engage in community development, raise their 

families, and become productive citizens. The Kansas City community is large 

enough, yet small enough, to study a number of approaches in education. By 

testing good ideas in our home city, we hope to model effective approaches 

that can benefit others in cities throughout our nation.

On the following pages, we invite you to learn more about a few exciting 

education initiatives we have under way—all of which are designed to  

help children and youth gain the education and experiences they need 

to succeed in life.
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 Ewing Kauffman always believed that education was the key to success 

in life—the one-way ticket out of poverty. Yet he understood that many urban 

students often do not have the skills or opportunity to pursue a college 

education, and he wanted to help more students achieve that goal. He also 

knew that in today’s economy, a higher education would be necessary to obtain 

a good-paying job with benefits.

In 2003, the Kauffman Foundation launched a comprehensive academic 

enrichment and mentoring program aimed at helping Kansas City-area urban 

students with lots of potential but little opportunity to prepare for a successful 

future. Called Kauffman Scholars, the $70 million, nineteen-year initiative is the 

largest and longest-term commitment in the Foundation’s history. In many ways, 

it represents the best of what Mr. Kauffman hoped for in helping Kansas City 

youth become productive citizens. Indeed, the program grew out of the very 

seeds planted by Mr. Kauffman himself nearly two decades ago.

Kauffman Scholars:
Charting the Path to Success 
for Kansas City’s Urban Students
B Y  B E R N A R D  F R A N K L I N

Director, Kauffman Scholars Program
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The Beginning: Project Choice

The year was 1988. Ewing Kauffman wanted to reduce the dropout rate among 

urban high-school students. He believed that if he offered these students a 

choice for a better future, they would do whatever it took to finish high school. 

Thus Project Choice was born. Through this program, nearly 1,400 Kansas City 

high-school students were offered the chance for a fully paid college education 

if they graduated on time, avoided drugs and pregnancy, and otherwise stayed out 

of trouble. Mr. Kauffman showed that despite the barriers of poverty, urban “at-

risk” young people could be put on the road to becoming productive members 

of society if they received a good education.

Project Choice officially ended in 2001 with the college graduation of the final 

class of students in the program. During its thirteen years of operation, more than 

30 percent of Choice students who started college graduated with a bachelor’s 

degree within five years—a considerably higher rate than the 6 percent graduation 

rate for all U.S. low-income college students.

Something went so well in this program that it was absolutely clear we should 

return to this idea, learning from the successes and challenges of the past and 

designing a program to become yet more ambitious and successful. 

One key takeaway from Project Choice was that focusing on dropout prevention 

did not help students get ready to take that next big step to college. In fact, 

when Choice students arrived at college, they were not nearly as prepared for 

success as they could have been. Much more is known now than when Mr. 

Kauffman started Project Choice about the predictors for college attendance and 

graduation among low-income students. We knew from our past experience and 

this research that we could help even more students earn their college degrees. 

- K a u f f m a n  S ch o l a r s :  C h a r t i n g  t h e  Pa t h  t o  S u c c e s s  - 
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What Research Tells Us

The need among low-income urban students is great. Statistics today paint a 

bleak picture of the number of urban students—especially those not at the top 

of their class—who get a real opportunity to attend college. Only about half 

of African American and Hispanic American ninth graders graduate from high 

school within four years, compared with 79 percent of Asian Americans and 

72 percent of whites. Only 26 percent of all students attending colleges and 

universities come from low-income families, and of those students, only

6 percent earn their undergraduate degrees. 

- K a u f f m a n  S ch o l a r s :  C h a r t i n g  t h e  Pa t h  t o  S u c c e s s  - 

P E R C E N T A G E  O F  N I N T H  G R A D E R S  W H O  G R A D U A T E  

F R O M  H I G H  S C H O O L  W I T H I N  F O U R  Y E A R S
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hispanic american

asian american
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C O L L E G E  S T U D E N T S  I N  T H E  U N I T E D  S T A T E S
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families
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all U.S. 
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Research also shows that students who receive a rigorous high-school education 

are much more likely to attend and graduate from a four-year college. Low-

income students routinely are less prepared for college than students of families 

with higher incomes. Moreover, these students need an array of social support to 

prepare them to succeed in college. College-access programs help low-income 

students defy expectations and beat the odds in the face of numerous challenges.

So, as we began developing the concept for a new initiative, we knew it had to 

be a college-access and college-prep program. Our goal with Kauffman Scholars 

is not simply to keep teens from dropping out of school. We want to fully 

prepare these young people for a bright, productive, and successful future.

More Comprehensive Services, an Earlier Start

The goal of Kauffman Scholars is to greatly increase the number of low-income 

students who graduate from college. As we developed the program’s design, 

we extensively studied the research and best practices in the field about how  

to prepare low-income students and assist them through college graduation. 

We also drew upon our experience with Project Choice. 

As a result, the Kauffman Scholars program centers on three factors that are  

critically important to help students move through high school and on to  

graduation: 1) academic enrichment, which includes tutoring, intensive 

summer programs, and Saturday academies that focus on study and life skills; 

2) a mentoring program; and 3) a very active parent-engagement program. 

Kauffman Scholars is different from other college-access and college-prep  

programs because we seek out students “on the verge” of success. Instead of 

selecting only the best and brightest in a class—those already on track for 

- K a u f f m a n  S ch o l a r s :  C h a r t i n g  t h e  Pa t h  t o  S u c c e s s  - 

263-Tbook34.76.indd   37 7/6/04   10:29:57 AM



38 39

college—we look for students who have 

potential and promise for college success, 

but who are not currently performing at 

their potential. These students may be 

behind in their reading and math scores 

or may be dealing with other issues that 

hinder their success. Through the program’s 

intensive focus on improving motivation 

and academic achievement, each  

student is prepared to pursue college.

Each year, Kauffman Scholars selects 200 

students who are entering the seventh 

grade. By starting with seventh graders, 

the program’s focus during middle school 

is to help those who may need to catch 

up on their reading and math skills, or 

may need to improve study skills,  

organization, and/or time management to 

be more successful at school. We work 

intensively with students during their  

middle-school years so they are ready to 

take college-prep classes during the high- 

school years. 

When Kauffman Scholars students graduate 

from high school, they will select from a 

number of “partner” colleges and 

- K a u f f m a n  S ch o l a r s :  C h a r t i n g  t h e  Pa t h  t o  S u c c e s s  - 

E D U C A T I O N A L  S T R A T E G I E S  

I N F O R M  O N E  A N O T H E R

For the past ten years, the Kauffman 

Foundation has invested in school reform 

through a number of initiatives in the urban 

Kansas City, Kansas, and Kansas City, Missouri 

School Districts. This strategy focused on  

district-wide reform efforts to improve the 

educational quality of the urban schools so 

that all students in those districts would 

benefit. The Kauffman Foundation’s biggest 

“reform” investment has been in the “First 

Things First” initiative in the Kansas City, 

Kansas School District. While these school 

improvement efforts are resulting in improved 

test scores and grades, we know there’s more 

that can be done to help students succeed in 

the interim. 

Through the Kauffman Scholars program, 

we’re working directly with urban students 

and their families to get selected students on 

a faster track to college. This type of direct 

involvement with the students gives the 

Foundation a real-time advantage of seeing 

what’s actually happening with individual 

students in the classrooms and at the schools. 

We understand much more clearly which 

improvement efforts are having an effect and 

which ones may not be working as intended. 

The Kauffman Scholars program gives us one-

on-one contact with students, their families, 

and school district leaders. These direct  

relationships enable us to identify the 

improvement efforts that truly do result in 

improved academic achievement and  

student success. 
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universities that agree to provide financial, academic, and social support once 

they arrive at college. The program also will offer partial scholarship support to 

Kauffman Scholars while in college.

Challenge and Opportunity Before Us

Thirty percent of Project Choice students who started college finished with a 

degree. With Kauffman Scholars, we’re aiming to double that number so that 

60 percent of our students earn their degree. We’re setting bold goals for the 

success of our Kauffman Scholars, and we want to broadly share everything 

we learn with those interested in other communities. Yet we recognize this 

will never be easy work. The students we deal with every day face so many 

issues that hinder their success—and overcoming those issues are often 

some of the biggest challenges we face. 

It also is very challenging to identify the students we clearly seek to serve— 

those students with promise and potential and those that the program can  

- K a u f f m a n  S ch o l a r s :  C h a r t i n g  t h e  Pa t h  t o  S u c c e s s  - 

C O L L E G E  G R A D U A T I O N  R A T E S

P R O J E C T  C H O I C E
30% of Project Choice students who 

started college earned a degree

K A U F F M A N  S C H O L A R S
the Kauffman Scholars program aims 

to graduate 60% of its students 
with a college degree

100%0% 50%
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appropriately serve. We recognize the issues in some students’ lives are so great 

that we cannot effectively meet all of their needs through this program. We’re 

also finding that many seventh-grade students in our urban schools are more 

than a year or two behind in their reading and math scores, so we face the daily 

challenge of moving these students to grade level by ninth grade. That issue is 

coupled with the hurdle of working with urban schools that are nearly bankrupt 

and a social service environment that doesn’t focus nearly enough on programs 

that could advance educational achievement during the out-of-school hours.  

We have to help these students improve their abilities. At the same time, we 

must collaborate with a variety of community partners to build a much stronger  

support system for our youth.

We believe the Kauffman Scholars program is going to change the course of our 

history in the Kansas City community because it will help young people develop 

the skills and abilities they need to reach their potential for success. We hope  

to chart a new path for these students, and for those who follow in generations 

to come.

- K a u f f m a n  S ch o l a r s :  C h a r t i n g  t h e  Pa t h  t o  S u c c e s s  - 
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In Their Words:
Sentiments from Kauffman Scholars
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Let Freedom Ring
A N  I N T E R V I E W  W I T H  M A R I A N  W R I G H T  E D E L M A N

Founder and President, Children’s Defense Fund

 The Children’s Defense Fund’s Freedom School™ is a six-week summer 

educational program for school-age children. Staffed by college-age interns, 

Freedom Schools provide a supportive learning environment for children—who 

are referred to in the program as “scholars”—with a curriculum that emphasizes 

reading, writing, mentoring, leadership, and conflict resolution.

Freedom Schools represent one of the innovative programs the Kauffman 

Foundation has committed to revitalize and bring to scale so it will have a much 

wider reach and produce dramatic results. With Kauffman support, Kansas 

City’s first Freedom School opened in 1995. In 2003, Kauffman supported the 

expansion of Freedom Schools, increasing the number of schools in Kansas City 

from three to seven and bringing six Freedom Schools to St. Louis. In addition, the 

Foundation funded efforts to strengthen training, dissemination, and sustainability 

for all Freedom Schools nationally through the Children’s Defense Fund in 

Washington, D.C. In March 2004, the Foundation made a multi-million-dollar 

commitment to have twenty Freedom Schools operating in Kansas City by 2008.

Available in twenty states, Freedom Schools are modeled after the Mississippi 

Freedom Summer Project of 1964, when the Student Nonviolent Coordinating 

Committee began teaching at schools as part of the movement for civil rights and 
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voter registration. Marian Wright Edelman, who worked alongside the foremost 

political and public figures of the 20th century during the civil rights movement 

and founded the Children’s Defense Fund, talks about educating children.

What can you say about the Kauffman connection to Freedom Schools?

 I had the opportunity to meet Ewing Kauffman so I heard and felt his   

 passion and commitment for young people firsthand. The Kauffman  

 Foundation is taking what’s strong in Kansas City and building on it, 

 connecting it, and expanding it. Our partnership with Kauffman is 

 strengthening the Freedom School infrastructure and helping community 

 leaders do the job that every community wants to do for our children.

Where do we stand today in terms of caring for our children?

 Too many of our young people from all races and income groups are 

 growing up unable to handle life in hard places, without hope and 

 without steady compasses to navigate in the world. I think we need to 

 ask very basic questions about the kind of people we want to be and 

 the kind of people we want our children to be. What kind of moral 

 and personal and community and political and policy choices are we 

 prepared to make as adults to build a nation and world where no child 

 is left behind and where every child is well-fed, loved, protected, and 

 feels that they belong?

What part do Freedom Schools play?

 Freedom Schools show a new vision for what we can do for our children. 

 We are weaving a new sense of community and a sense of possibility. 

- L e t  F r e e d o m  R i n g  - 
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 Education is a precondition to survival in America today. Investing in   

 children is not a national luxury or a national choice. It’s a national  

 necessity. Quality schools and after-school and summer activities keep 

 children safer and engaged, give them hope for their futures, and give 

 adults a chance to support and celebrate the children who are beating 

 the odds.

What role did adults play in your life?

 When I was growing up the world was not wonderful. The outside 

 world told Black children that we weren’t worth anything. But our parents 

 said it wasn’t so, and our churches and our schoolteachers said it wasn’t 

 so. They believed in us, and we, therefore, believed in ourselves. If you 

 don’t like the way the world is, you change it. You really can change the 

 world if you care enough. You have an obligation to change it. You just 

 do it one step at a time.

What keeps you inspired and motivated? 

 I’m doing what I think I was put on this earth to do. And I’m really 

 grateful to have something that I’m passionate about and that I think 

 is profoundly important. We want to sustain what we do because 

 poor people and children are often let down. America’s conscience 

 and future is being determined right now in the body, mind, and spirit 

 of each American child.

- L e t  F r e e d o m  R i n g  - 
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- L e t  F r e e d o m  R i n g  - 

G R O W T H  O F  F R E E D O M  S C H O O L S  I N  K A N S A S  C I T Y

1995

2002

2003

2008
(projected)

Multi-million-dollar Kauffman grants have allowed the number of Freedom Schools in 

Metropolitan Kansas City to increase from three in 2002 to seven in 2003, with a total of 

twenty projected by 2008. As a result, thousands of children will have access to academic 

enrichment programming during the summer.

=100 students

M A R I A N  W R I G H T  E D E L M A N  is a lawyer, social activist, and premier 

children’s rights advocate in the United States. The youngest of five children of 

a Baptist minister and community activist, Mrs. Edelman was raised to believe 

that it is every person’s duty to help improve the lives of others. During the civil 

rights movement, she aided African Americans in the south as they asserted 

their right to vote, and helped bring visibility to the poor living conditions 

and starvation facing black children and families in poor shantytowns in the 

Mississippi Delta. In 1973, she founded the Children’s Defense Fund as the 

leading advocate for children and families. Known for her effectiveness and 

tenacity, she is a passionate champion for the creation and funding of programs 

to improve children’s lives. The Children’s Defense Fund and Mrs. Edelman 

continue to affect public policy by bringing focus to disparities in health care, 

education, and other social services, particularly for minority children 

and families.
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DioVionne’s  
Freedom Summers

 DioVionne Moore knows his way around a dictionary. The ten-year-old 

flings open the cumbersome book. His finger traces slowly down the page in an 

intense search for just the right word.

DioVionne will study the meaning of words he finds in the dictionary along with 

words from his spelling lists and the words he hears from his Pastor Bill to write 

his poetry. “I write about myself and my journey. I write about how my day went 

and how I can make it better,” he says. “I think about big words and how I can 

put them together in a poem.”

DioVionne spends his summers reading and writing at the Freedom School 

he attends at Kansas City’s Mt. Pleasant Missionary Baptist Church—the first 

Freedom School in Missouri—where he has been a scholar since he turned five.

DioVionne is one of 900 children, ages five to thirteen, enrolled in summer 

Freedom Schools at nine neighborhood churches located in primarily African 

American neighborhoods in Kansas City, Missouri, and Kansas City, Kansas. With 

Kauffman support, the number of Freedom Schools in the Kansas City region will 

grow to twenty by the year 2008.
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- D i o Vi o n n e ’s  F r e e d o m  S u m m e r s  - 

“When I’m done reading a book I just close my eyes 

and think about it. I think about it then I feel like I’m 

becoming a part of the book. It’s just so amazing.”

DioVionne Moore

Freedom School Scholar
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“We really love the Freedom School approach because it uses an 

intergenerational theme—college interns providing a role model for kids 

who desperately need role models,” said Rev. Eric Williams of Calvary Temple 

Baptist Church in Kansas City, Missouri.

Reading is integral to the Freedom School curriculum. Students read books 

selected by national Freedom School coordinators to reflect diverse cultures. 

“We’ll probably read about thirty or forty books this summer,” DioVionne said. 

Those books take DioVionne to new worlds. “When I’m done reading a book  

I just close my eyes and think about it. I think about it then I feel like I’m  

becoming a part of the book. It’s just so amazing.”

“I’ve never seen this type of educational programming that kids jumped into 

so quickly,” said Rev. Williams. “They’ll remember it, and it will become a part 

of them for the rest of their lives.”

“I just feel good every morning. I feel good about going to Freedom School 

and learning something new,” DioVionne said. “I began to understand things 

they were talking about in Freedom School and they really touched my heart.”

- D i o Vi o n n e ’s  F r e e d o m  S u m m e r s  - 
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Kids Take a Shot at 
Entrepreneurial Success
www.hotshotbusiness.com

 In the pursuit of our focus areas—youth education and entrepreneurship 

—we often find the lines blurred between the two. A fortunate result is that 

many of our programs are a cross-section of both. Our partnership with Disney 

Online is one such example. Through interactive learning tools, we are educating 

millions of young people about the concepts and benefits of entrepreneurship.

Hot Shot Business is an award-winning Internet simulation game that gives 

millions of boys and girls the chance to run a business in Opportunity City 

at Disney.com. Developed by the creative team at Disney Online with the 

entrepreneurship expertise of the Kauffman Foundation, Hot Shot Business 

blends fun game play with real-world lessons to teach kids entrepreneurial 

concepts and skills. 

Winner of the prestigious Parents’ Choice Gold Award, as well as the Best 

Education Web Site, Best Game Web Site, and Best of Show in the Web 

Marketing Association’s Web Awards, Hot Shot Business is an extremely popular 

online attraction for Disney. In fact, it’s so popular that Disney and Kauffman 

together are opening a new interactive Opportunity City exhibit at Epcot® in  

Orlando, Florida. 
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- K i d s  Ta k e  a  S h o t  a t  E n t r e p r e n e u r i a l  S u c c e s s  - 

How do you play Hot Shot Business?

Jack: During the game, players choose to either finance themselves or 

get a bank loan to open businesses like a skateboard factory, pet spa, 

landscaping service, or comic book shop. Players make adjustments based 

on market trends, customer preferences, and news events to make the 

businesses succeed and rack up biz points. 

Kate: Jack and I are there to explain the game along the way, and give 

updates and advice on market conditions, marketing ideas, and 

business strategies.

You two don’t always agree.

Jack: I’m the conservative one. In business you want to have a plan.

You don’t want to be too hasty. 

An Interview With Hot Shot Business  

Gurus Jack and Kate

Recently, Hot Shot Business hosts Kate and 

Jack, who help Hot Shot Business players build 

their virtual businesses from the ground up, 

talked about the game.

© Disney

263-Tbook34.76.indd   50 7/6/04   10:30:07 AM



50 51

Kate: That’s great Jack, but I believe you also have to be ready to recognize 

an opportunity and act quickly. Entrepreneurs seek opportunities—they 

take chances, and they understand risk.

How do you know what advice to give?

Jack: We have a whole team of educators and entrepreneurs backing us 

up, making sure we’re giving good advice and getting through to kids.

What do you know about the kids playing the game?

Kate: Hot Shot Business owners are typically between the ages of nine and 

twelve. Boys and girls both play the game, and they play it over and over, 

trying to improve their results.

You have a unique perspective on Hot Shot Business, being directly part of the 

game. What’s it like?

Kate: Every day we see the energy of young entrepreneurs. Walk down 

the streets of Opportunity City and you see them building their businesses. 

It’s cool to see kids taking control of their future. 

Jack: You wouldn’t believe what it’s done for this town. Now kids have a 

creative outlet. They’re building skills they will use to become successful 

entrepreneurs, and Opportunity City is bumping.

Kate: Once a business takes off, it creates jobs and supports other local 

businesses. You see entrepreneurs giving back to their community.  

That’s the best part.

- K i d s  Ta k e  a  S h o t  a t  E n t r e p r e n e u r i a l  S u c c e s s  - 

263-Tbook34.76.indd   51 7/6/04   10:30:07 AM



52 53

Any advice for kids playing the game?

Jack: I say ‘go for it!’ This game’s all about charting your own future— 

taking your shot at success.

Kate: Hey, what can I say? It’s a game. Have fun.

Jack: I just want to say ‘snaps’ to Kauffman’s Craig Armstrong, the whole 

Foundation team, and to the Disney Online gang for putting this out there 

for kids. 

Absolutely, snaps to you two as well. Thanks for being there today for tomorrow’s 

entrepreneurs!

- K i d s  Ta k e  a  S h o t  a t  E n t r e p r e n e u r i a l  S u c c e s s  - 
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Transforming 
College Campuses

American colleges and universities play a central and critical role in transferring  

knowledge, ideas, and cultural values from one generation to the next. Each 

year, hundreds of thousands of students flock to campuses to learn not only 

about themselves and their fields of study, but about what our society holds 

up as important. At the Kauffman Foundation, we know that tomorrow’s great  

leaders and entrepreneurs are sitting in college classrooms today. In fact, most 

of our country’s successful entrepreneurs have college degrees. That’s why we’ve 

embarked on a number of collegiate initiatives aimed at conveying the message 

that entrepreneurship is a common and vital part of our American democratic 

society. On the following pages, you’ll read about how a major new grant  

program designed to embed entrepreneurship education across disciplines could 

transform college life, as well as how we are working with university partners 

to create new knowledge in the under-studied field of entrepreneurship.
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Entrepreneurship Education
Without Boundaries
Kauffman Campuses Seek to Make Entrepreneurship 

Education a College-Wide Experience

 In December 2003, the Kauffman Foundation 

launched its Kauffman Campuses initiative—a $25 

million grant program aimed at transforming the way 

colleges and universities prepare students for  

success in the American economy. Eight universities 

were awarded up to $5 million each to make  

entrepreneurship education available across their 

campuses, enabling any student, regardless of field of 

study, to access entrepreneurial training.  

 

As part of the initiative’s matching funds requirement, 

the eight Kauffman Campuses schools have pledged 

a three-to-one match, which, combined with the 

Kauffman grants, will direct a minimum of $100 

million for the creation of new interdisciplinary 

entrepreneurship education programs in American 

higher education. 

 

While entrepreneurship programs traditionally have 

K A U F F M A N  
C A M P U S E S  
R E C I P I E N T S

• Florida International    

   University

• Howard University

• University of Illinois at  

   Urbana-Champaign

• University of North  

   Carolina at Chapel Hill

• University of Rochester

• University of Texas at El Paso

• Wake Forest University

• Washington University in   

   St. Louis
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been the domain of the business school, the eight Kauffman Campuses recipients 

will embark upon an astonishing variety of programs aimed at instilling the spirit 

and skills of entrepreneurial studies into college life. Some universities will create 

minor degree programs, offer introductory courses for incoming freshmen, expand 

the role of technology transfer, or build or expand community-based businesses 

that benefit students and surrounding communities. Some will broaden existing 

entrepreneurial activities on liberal arts campuses as well as on technology- 

oriented campuses. Others focus on developing Hispanic American 

entrepreneurship, African American entrepreneurship, and cross-cultural business 

creation. All involve faculty and students from a variety of academic disciplines 

outside the conventional business curriculum.

The eight Kauffman Campuses schools were selected from fifteen finalist schools 

that participated in the six-month Kauffman Campuses competition. In June of 

2003, each of fifteen finalist schools, chosen by a panel of judges, was awarded 

a $50,000 planning grant by the Kauffman Foundation to develop and submit an 

innovative, comprehensive five-year plan to inject entrepreneurship training into 

the fabric of the university. Additionally, the university president or chancellor  

from each of the fifteen schools led their teams in presenting their plans to judges 

at the Kauffman Foundation in Kansas City in early December 2003.

- E n t r e p r e n e u r s h i p  E d u c a t i o n  Wi t h o u t  B o u n d a r i e s  - 

L E V E R A G I N G  A  G R E A T  I D E A

The matching funds requirement for  

the Kauffman Campuses initiative was two-to-

one, but selected schools were so enthused about 

the concept, they succeeded in securing a three-

to-one match. As a result, the initial $25 million 

commitment will be leveraged into a $100 million 

investment for the creation of new interdisciplinary 

entrepreneurship education programs.
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 The University of Rochester’s Thomas Jackson reflects on the importance 

of entrepreneurship in higher education and on how the Kauffman Campuses 

grant will push the university to even greater levels of intellectual creativity.

Why do you think entrepreneurship is so important? 

The best teachers and researchers are all “intellectual entrepreneurs.” 

They’re in the business of creating new information, new ways of  

thinking, new ways of seeing their particular discipline. It’s the antithesis 

to the passive “receipt” of information; it’s a creative process.

Why was the University of Rochester interested in making entrepreneurship 

a campus-wide opportunity, and what makes your school well suited for this?

If you consider the concept of “entrepreneurship” in its broadest  

meaning, it applies to every single discipline in higher education.  

A biomedical researcher working on the latest vaccine, a political  

scientist establishing a new way of looking at studying political processes, 

and a young musician figuring out how to create his or her path through 

Fostering Intellectual 
Creativity
A N  I N T E R V I E W  W I T H  T H O M A S  J A C K S O N

President of the University of Rochester
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the art world are every bit as entrepreneurial as someone establishing a 

new business. We will help facilitate that level of creative thinking and 

action. And for those who do choose to establish their own business, we 

will provide a foundation for understanding that process.

What are some of the unique elements of your plan?

The University’s Eastman School of Music is an amazing place. Its 

musicians are absolutely first-rate, but the School also concentrates 

creatively on the “larger picture” that allows Eastman students to grasp 

the cultural and social issues that lie ahead of them as practicing artists, 

composers, teachers, and arts administrators. The Kauffman initiatives 

support the School’s efforts to make students ready to apply 

entrepreneurial and artistic talent to their careers.

The University’s “Take Five Scholars” program allows selected students 

to have a tuition-free fifth year of study to round out their undergraduate 

education—not to dig more deeply into their majors, but to complement 

their studies, as when a physics major spends his or her fifth year on  

religious study. The Kauffman Take Five Scholars will have a special  

entrepreneurial flavor to that fifth year.

When do you think you’ll start seeing tangible results from your efforts, and

what do you hope those results will be?

The Kauffman Campuses program is providing the framework to elevate 

our conscious attention to what we’ve already been doing, to a certain 

extent. In that context, there have already been results. But longer term,

- Fo s t e r i n g  I n t e l l e c t u a l  C r e a t i v i t y  - 
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of course, the results will be seen as our students move through their 

academic years and out into their respective professions.

What was special about the competitive proposal process? 

For us, the rewarding task was to bring academic leaders of all of our 

schools together to work on this collectively. While we may pride 

ourselves on interdisciplinary connections at Rochester—ours is one of 

the smallest of the national research universities—this was a chance to 

enhance that sense of connectedness.

What have you learned so far from the other Kauffman Campuses schools? 

Each school has its own niche, its own culture. Each Kauffman Campus 

seems to approach the spirit of entrepreneurship differently.

What advice would you give to another college or university considering 

a boundary-less culture of entrepreneurship? 

Think multidimensionally; think creatively. You may be pleasantly surprised 

at what happens.

The year is 2025. Write a headline for a story about the University of Rochester 

and entrepreneurship. 

“Rochester’s Reputation for Intellectual Creativity Stronger Than Ever”

- Fo s t e r i n g  I n t e l l e c t u a l  C r e a t i v i t y  - 
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Now write the last few sentences of that story. 

“The legacy stemming back to the early-1900s era of George Eastman, the 

entrepreneur who created popular photography and who helped establish 

the programs that gave University of Rochester its original prominence, still 

seems to be the operating principle well into the twenty-first century.”

- Fo s t e r i n g  I n t e l l e c t u a l  C r e a t i v i t y  - 
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How One Small  
Opportunity Grew into  
a Big Enterprise
A  P R O F I L E  O F  W A S H I N G T O N  U N I V E R S I T Y  

S T U D E N T - E N T R E P R E N E U R  J O S H  K O W I T T

 Josh Kowitt didn’t sit waiting for opportunity to come knocking on his 

dorm room door—he bolted out and met it head-on. Four years later, at  

graduation, he is the retiring CEO of a company with over $325,000 in revenue. 

Josh seized his first entrepreneurial opportunity in his second month as a  

freshman at Washington University in St. Louis (Wash. U.). He noticed that a 

friend at another college had rented a refrigerator for her dorm room, but there 

was no such appliance rental service operating at his university. 

Wash. U. runs an exciting entrepreneurship program and encourages students to 

operate businesses on campus. The college even built in seven “storefronts” on 

the ground floor of their Gregg Hall dormitory in 1999. But most of those 

storefronts were empty in fall 2000 when Josh approached the School of Arts 

and Sciences administrators managing the program with his idea for a  

refrigerator rental and service company.

“They didn’t think much of the idea at first, because the university had tried it 

before and it wasn’t profitable,” Josh said. “But I built it as a service business.  
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- H ow  O n e  S m a l l  O p p o r t u n i t y  G r e w  i n t o  a  B i g  E n t e r p r i s e  - 

Washington University student-entrepreneur Josh Kowitt (center) operates a trio of 

companies, including a refrigerator rental service, out of a storefront shop on campus. 

Having just graduated in 2004, Josh is the retiring CEO of a company with more than 

$325,000 in revenue.
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We don’t just rent the refrigerators—we deliver, service, and pick them up at the 

end of the year. Convenience is key because we’re competing against big chains 

that sell refrigerators at competitive prices.”

Josh and three partners started their business by buying used refrigerators from 

students, cleaning and servicing them, and offering them for rental over their 

own Web site. They named their company “ResFridge LLC.” The first year they 

had $38,000 in revenue with $20,000 profit. 

That was just the beginning. In his sophomore year, Josh connected with the  

student-owners of University Trucking (U-Trucking), a company originally  

established by students in 1977 and continued ever since by new generations 

of Wash. U. students. U-Trucking offers Wash. U. students door-to-door storage  

and nationwide shipping, as well as packing supplies and one-hour guaranteed 

pickup and delivery slots. In 2001, U-Trucking had revenue of $100,000,

including $40,000 in profit.

Josh noticed that wherever his crews were moving refrigerators in and out,  

U-Trucking crews were moving students’ belongings to and from storage.  

“It was a natural fit for us to merge, because both companies could cut costs  

and provide more services,” said Josh. “And the merger brought together a  

management team with truly explosive synergy! We had all the pieces in 

place to get a storefront in Gregg Hall.”

With the storefront shop, students no longer had to operate their business strictly 

online or by phone. They could stop in the shop to make or check their orders. 

U-Trucking focused on building partnerships with UPS and Budget Rental to 

expand services and convenience for students. Revenue for the merged company 

grew in one year to an astonishing $210,000, with a profit of $110,000.

- H ow  O n e  S m a l l  O p p o r t u n i t y  G r e w  i n t o  a  B i g  E n t e r p r i s e  - 
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Josh and his management team—including Suman Adhya, Daniel Calabrese, 

Mike Hughes, and Alex King—continued to add products and services to the 

operation. In Josh’s junior year, the team opened Campus Connections, selling 

cellular phones, satellite radio products, and Princeton Review test prep services. 

The trio of companies increased revenue to $325,000, including $150,000 in 

profit, and employed thirty associates on a seasonal basis.

Josh didn’t come to Wash. U. with plans to become a business owner. He has a 

passion for constitutional law and intended to become an attorney. A political 

science major in the College of Arts and Sciences, Josh also took a second major 

in business management in the School of Business. He credits Wash. U.’s inter-

disciplinary approach to entrepreneurship with his own flourishing growth as an 

entrepreneur.

“No one is born a genius business person, and here they really take the 

approach that any student in any school can get involved in the entrepreneurship 

program,” Josh observed. “The university wants to offer the most opportunity to 

the greatest number of students. Now, with the new Kauffman Campuses grant, 

the entrepreneurship curriculum and hands-on activities can expand even more.”

Now that he has graduated, Josh has the bittersweet experience of selling his 

shares in the company to a new Wash. U. student-owner. And, although he still 

loves constitutional law, he’s put his plans to be an attorney on hold so he and 

Wash. U. alumnus Scott Jupiter can take the U-Trucking concept to scale on 

campuses around the country.

“I’ve gained a lot of great knowledge and skills being an entrepreneur,” said Josh. 

“It really has changed my life.”

- H ow  O n e  S m a l l  O p p o r t u n i t y  G r e w  i n t o  a  B i g  E n t e r p r i s e  - 
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Creating New Knowledge
for One of America’s
Most Vital Resources
B Y  A M A R  B H I D É

Glaubinger Professor of Business, Columbia University,
and advisor for the Kauffman Campuses initiative

 Common wisdom declares that in the face of intensifying global 

competition, improving our educational system is a must. But what kind 

of education?

In the early 1980s, as American industry was apparently losing out to Japanese 

competition, a presidential commission declared that poor education in our  

schools, particularly in math and the sciences, had put the nation at risk. 

Scholarly papers suggested that the United States was losing out because 

it trained fewer engineers and more lawyers than Japan and Germany. 

Subsequently, while Japanese and German economies stalled, the United States 

generated new jobs and increased per capita incomes at a rapid clip. 

This reversal of fortune occurred without any significant improvement in math or 

science education in U.S. schools or enrollments in engineering colleges. Rather, 

it was entrepreneurship that saved the day: American individuals and firms 

created tens of millions of productive jobs in industries that didn’t previously 
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exist. In spite of an arguably better-educated workforce, such entrepreneurship

in Germany and Japan was less robust.

Looking ahead, codifying and disseminating our knowledge of this vital resource 

represents an excellent investment for the Kauffman Foundation. And American 

colleges and universities provide an obvious vehicle.

Colleges have become the natural refinery and storehouse of most codified 

knowledge in the modern world.

College graduates already play a significant role in starting and building new 

businesses. Only about 40 million Americans, out of a workforce of about 147 

million, have college degrees. But their entrepreneurial contribution is way out 

- C r e a t i n g  N e w  K n ow l e d g e  f o r  O n e  o f  A m e r i c a ’s  M o s t  Vi t a l  R e s o u rc e s  - 

P R O P O R T I O N  O F  W O R K F O R C E  W I T H  C O L L E G E  D E G R E E

Total American workforce
with college degree

27%

Founders of Inc. 500 
fastest-growing companies

with college degree

While individuals with 

college degrees don’t 

represent a significant 

portion of the overall 

American labor force, they 

do account for the majority 

of the entrepreneurs leading 

the fastest-growing

U.S. companies.

80%
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of proportion to their numbers. For instance, more than 80 percent of the  

founders of the Inc. 500 companies have college degrees. That’s four times 

their proportion in the workforce as a whole.

If we think of ‘entrepreneurship’ more broadly, as the process of undertaking 

something new, college graduates play an even more pivotal role. They 

undertake virtually all new initiatives in basic and applied sciences. Although 

a majority of voters haven’t attended college, their representatives who enact 

new legislation all are expected to have done so.

At the same time, the potential for what colleges could do in entrepreneurship 

education is largely untapped. In most universities, only business schools take 

the subject seriously. And business school students account for only a fraction 

of the college graduates who undertake entrepreneurial activities. For instance, 

less than a fifth of college-educated Inc. 500 company founders have attended  

business school.

Even if colleges recognize the importance of entrepreneurship, they face a problem 

of what to teach. Because entrepreneurship hasn’t been part of the curriculum, 

there isn’t much content that meets the standards of a serious institution. So there 

are few courses and faculty positions. But without dedicated and talented 

faculty, no content will be developed.

Moreover, the issues faced by entrepreneurs often lie outside the boundaries 

of traditional disciplines. Economists and other social scientists are interested 

in what happens on ‘average’ or in explaining ‘normal’ variations around such 

an average. The entrepreneur’s distinctive role, however, lies in undertaking 

initiatives that, by design, lie outside normal distributions and trajectories. 

- C r e a t i n g  N e w  K n ow l e d g e  f o r  O n e  o f  A m e r i c a ’s  M o s t  Vi t a l  R e s o u rc e s  - 
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Unfortunately, the study of such outliers falls outside the purview of normal 

scholarly inquiry.

Resource constraints matter. New programs in entrepreneurship have to  

compete with existing programs. And even if an institution is willing to make 

a significant commitment, no one university can undertake a comprehensive  

program of entrepreneurship education and research. Nor is it customary or 

easy for universities to band together to undertake such an enterprise.

The Kauffman Foundation can help unlock the potential that exists on U.S.  

campuses in several ways:

• The high profile of the Foundation’s Kauffman Campuses initiative has 

already helped entrepreneurship education rise above the noise. I was 

pleasantly surprised by the attention this program secured from university 

presidents, provosts, school deans, alums, politicians, and the press.

• Moreover, the Kauffman grants and matching funds the Kauffman 

Campuses schools have been able to attract will bring additional 

resources that would not otherwise be available. This mitigates  

resistance that new initiatives often encounter from existing programs.

• The Foundation can create a complementary portfolio of initiatives 

across campuses. Thus, one campus can focus on developing  

entrepreneurship courses optimized for liberal arts colleges, whereas 

another can develop this expertise for engineering colleges. Moreover, 

the Foundation can help disseminate the materials and expertise  

developed by different centers of excellence.

- C r e a t i n g  N e w  K n ow l e d g e  f o r  O n e  o f  A m e r i c a ’s  M o s t  Vi t a l  R e s o u rc e s  - 
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• In addition to financially supporting scholars who address questions 

that lie outside the boundaries of existing disciplines (and who use  

innovative approaches to address these questions), the Foundation can 

provide credible review and outlets for publishing their work, which  

will further legitimize it.

In venturing off the beaten track, the Foundation must expect that some 

of the paths it follows will turn out to be dead ends. But with patience,  

imagination, and some foresight, I’m confident that ten years from now, 

the Foundation’s resources will have made a very significant difference 

in the field of entrepreneurship.

- C r e a t i n g  N e w  K n ow l e d g e  f o r  O n e  o f  A m e r i c a ’s  M o s t  Vi t a l  R e s o u rc e s  - 
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New Frontiers
of Entrepreneurship

With some ten million people attempting it at any given time, starting a business 

in America today is as common as getting married or having a baby. So what 

more is there for the Kauffman Foundation to do? 

Much. While entrepreneurship is more “known” and accepted in our culture 

than in any other in the world, there are still barriers to success that threaten the 

long-term prosperity of our nation. There are still frontiers to explore and build 

upon. In the following pages we share how we hope to make inroads and major 

impact in these under-studied and under-represented territories—from improving 

the process of commercializing new technologies to tapping the entrepreneurial 

potential of women and minorities.
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Moving Innovations to Market
Why the U.S. Technology Transfer System is Clogged—

and How We Hope to Help Open the Pipeline
B Y  L E S A  M I T C H E L L

Director of Technology Commercialization, Kauffman Foundation

 The Foundation’s interest in helping to propagate new ideas and 

entrepreneurship has led us into an area where one might think little help

is needed. Early in 2003, we began studying technology transfer at universities, 

the process for moving discoveries and inventions from university labs into the 

private sector. To many, the process appears to be working splendidly—perhaps 

too splendidly. 

University research has spun out new high-impact companies such as Genentech 

and Cisco Systems. In places like Silicon Valley, Boston, and Vancouver it has 

fueled major growth industries. Corporate-sponsored research has increased 

at schools across the United States. Indeed, with the growing debate over the 

influence of commercialism in universities, many fear that our campuses are 

becoming research factories for private industry.

Yet closer study reveals a great irony. A great deal of promising research 

consistently fails to be developed and brought to market for practical use, as 

it could be. This includes basic research in the life sciences that could lead to 

vital new drugs and medical therapies. It includes research in computing and 
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- M ov i n g  I n n ova t i o n s  t o  M a r k e t  - 

engineering that could lead to useful new products and job-creating new firms. 

In short, despite rampant commercialism, what we often have is a failure to 

commercialize.

The main problem is a technology transfer system that was created years ago 

to eliminate a major bottleneck, but has since produced a series of smaller 

bottlenecks of its own.

A bit of background: Most research funding at universities does not come from 

corporations. The biggest sponsor by far is the federal government, whose 

research has long been seen to have wide public benefit—if it goes on to be 

commercialized. For instance ENIAC, the first modern electronic computer, 

was designed at the University of Pennsylvania during World War II for defense 

purposes—but it also kick-started an industry, as the chief designers went on to 

start a computer company, and existing firms like IBM jumped into the business 

as well.

During the postwar era, federal research funding grew by leaps and bounds 

across the country. Commercialization did not keep pace, however. In those 

days, the government itself owned all patents derived from its far-flung research 

and tried to promote wide access to research results by granting only non-

exclusive rights of use. The policy often backfired, as entrepreneurs and firms 

typically prefer to get exclusive rights to a new technology before running the 

risk of bringing it to market.  

So in 1980, Congress passed the Bayh-Dole Act. The universities conducting the 

research were now given charge of the transfer process. They were to identify 

and patent promising innovations made with federal funds, and could grant 

263-Tbook34.76.indd   71 7/6/04   10:30:12 AM



72 73

exclusive licenses for these. In return for their efforts, universities would

keep any licensing income (paying some to the faculty researchers involved).

The intent was to move technologies into use by delegating the responsibility

and creating broad-based incentives all around.

Bayh-Dole has had powerful effects. Innovation flow via patenting and licensing 

has increased dramatically, along with increases in federal research dollars. 

Some universities have enjoyed windfalls from single licensing deals: Stanford 

and the University of California, San Francisco earned millions from patents 

related to recombinant DNA; Carnegie Mellon built a new academic building 

with proceeds from the Lycos Internet-search patents. To manage this new 

“business,” more than 300 universities and nonprofit research institutions

- M ov i n g  I n n ova t i o n s  t o  M a r k e t  - 

C U R R E N T  I N F O R M A T I O N  T R A N S F E R  M E T H O D

Without an open web of multiple linkages, the current process for the commercialization of new 

innovations often gets held up in a debilitating bottleneck. As a result, little new knowledge can pass 

efficiently to key players who support the development of innovations and, in turn, create new products 

for the commercial marketplace.
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(such as medical centers) in the United States have started technology transfer 

offices since 1980.

But now the limitations of the system are becoming apparent. Results from tech 

transfer are spotty and uneven; there is evidence that many opportunities are 

being missed. For example:  

• Only a small number of universities have received the great majority 

of licensing income.

• A recent survey of engineering and science professors at eleven major 

universities found that only a small percentage of research faculty—

about 30 percent—account for the great bulk of patenting and licensing. 

• What we are seeing cannot be explained merely by the eighty/twenty 

rule, whereby a few good players produce most results. One can find 

curious and troubling gaps in university “output” across the spectrum. 

There are elite universities that rank in the nation’s top ten for research 

funding, but far lower in patenting and licensing. There are many small-

to medium-sized universities that have well-regarded research faculty 

but very little, or no, commercialization activity.  

The Foundation is now helping to analyze recent data to learn more about what 

problems they may reflect. Meanwhile, in extensive talks with universities and 

private-sector parties, we have noted some issues that seem to be major factors.

First, technology transfer is a complex task for which many universities 

are ill-equipped. Ideas are not just plucked from labs and handed off to 

commercializers like relay batons. Good ideas must first be identified and 

- M ov i n g  I n n ova t i o n s  t o  M a r k e t  - 
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evaluated—and a typical university has research in arcane disciplines ranging 

from biomedicine to metallurgy, done by faculty who, in some cases, may 

not even recognize that their work is potentially marketable. Also, most 

basic-research ideas need a lot of development. A new drug that has been 

“discovered” is far from market-ready; a jumble of lab equipment that works 

well in controlled experiments may or may not translate to a reliable, affordable 

product. Private firms and venture investors sometimes gamble on licensing raw 

innovations, but the more an innovation can be developed, the better  

the chances.  

Rarely can any single university muster the resources to support all the work 

of identifying and pre-developing promising ideas effectively. Yet in the present 

system, that is what each of some 300 institutions is trying to do. Therefore much 

is missed, and innovations that make it into the transfer process are often caught 

in logjams or bureaucratic delays. One private firm told us of trying to license a 

new therapeutic drug from a major university—after thirteen months, terms had 

not yet begun to be discussed.

A second problem is that pressures to produce immediate economic results are 

often counterproductive. Many state and local governments are pressing their 

universities to serve as engines of economic recovery, hoping to get high-impact 

spinout companies quickly. Many universities, for their part, tend to measure 

tech-transfer results by only one metric—licensing income—and a growing 

number view the function as a profit center, expecting maximum annual returns.  

The pressures can restrict the flow of innovation in several ways:

• Those faculty members who worry that commercialism is interfering 

with basic research are now being given further cause for concern, 

and may be even less inclined to come forward with marketable ideas.

- M ov i n g  I n n ova t i o n s  t o  M a r k e t  - 
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• Universities often adopt a home-run mentality, focusing their technology 

transfer resources on a few innovations that are deemed to promise 

high payback. A wider approach—canvassing for more innovations and 

moving more to market—would be more beneficial overall, more in the 

spirit of the Bayh-Dole Act, and more likely to turn up the unexpected 

gems that so often emerge from scientific research.

• In many cases, university profit-seeking can actually delay, or kill, a 

licensing deal. Some universities go into negotiations with unlikely 

demands (such as expecting large cash fees up front for untested 

technologies). New medical technologies have been kept from market 

because two or more universities, whose faculty had collaborated on 

the research, could not agree on licensing terms.

Worse, to avoid the various difficulties and delays, many private-sector parties 

are now narrowing the scope of their university licensing. One major venture-

investing firm, for efficiency’s sake, will only license work by faculty who already 

have commercialized inventions and can help with the process. Representatives 

of Fortune 100 firms have told us that for similar reasons, their firms will only 

consider licensing from select universities. The result is a winner-take-all effect 

that favors experienced researchers at certain schools, and excludes others—

exactly the opposite of the much wider net that needs to be cast.

The Foundation is seeking solutions on several fronts. We are working with 

universities and others to identify current best practices in technology transfer; 

there is little systematic knowledge in some key areas. We are also exploring 

how to improve technology transfer at universities with small- to medium-sized 

research budgets and very limited resources.

- M ov i n g  I n n ova t i o n s  t o  M a r k e t  - 
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Finally, while the present system drives universities to maximize dollar flow 

per licensing deal, we will pilot new systems to maximize innovation flow and 

deal flow. This involves focusing “upstream” of the tech-transfer offices, on the 

work that most of them are least able to support: the identification and early 

development of promising research. We think some of this can be handled by 

new methods of linking university researchers directly to private-sector parties 

who may be interested in their work.

This nation has many bright people at many schools doing brilliant research. 

Congress in 1980 took a major step toward bringing more of their work to the 

public. Our goal must now be to tap the full potential of this resource, for the 

benefit of all.

- M ov i n g  I n n ova t i o n s  t o  M a r k e t  - 
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Women and Minority 
Entrepreneurs: Unlocking 

the Potential for Economic Growth
A N  I N T E R V I E W  W I T H  R O B  C H E R N O W

Senior Vice President of Entrepreneurship, Kauffman Foundation

 Rob Chernow answers questions about the great promise of this new 

frontier and explains how the Kauffman Foundation is working to open doors 

for women and minorities.

Why is the Foundation interested in encouraging entrepreneurship for women 

and minorities?

Helping these groups grow businesses offers a major opportunity to 

impact the economy of Kansas City and the United States. Women, 

African Americans, and Hispanic Americans comprise a rising part of our 

workforce, but they are often challenged by barriers that keep them from 

creating innovative companies that lead to high-quality jobs and contribute 

in other important ways to their communities.

What do we know about women and minorities as entrepreneurs?

Statistics and research tell us some important things:
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• The good news is that women, African Americans and Hispanic 

 Americans are starting businesses at a higher rate than ever before. And, 

 once their doors open, they have a similar rate of success in sustaining 

 their businesses after four years compared to all other entrepreneurs.

• However, women, African Americans, and Hispanic Americans are 

less likely than white males to grow their firms. Whether measured by 

average annual revenue or employment, these groups are significantly 

behind their counterparts. For instance, of the approximately 1.7 million 

American firms that will survive for four or more years, only 3,200 will 

employ more than 100 people, and of those 3,200 firms, men will have 

started 75 percent, and women will have started 25 percent. Even more 

staggering, of those 3,200 firms, only 4 percent will be owned by an 

African American or Hispanic American.

• All three groups face additional challenges earlier in the “pipeline” of 

entrepreneurship. Fewer women are interested in or aware of 

entrepreneurship as an opportunity for them. African Americans, on the 

other hand, are 50 percent more likely to try to start a business—yet 

- Wo m e n  a n d  M i n o r i t y  E n t r e p r e n e u r s  - 

D I S P A R I T Y  I N  O W N E R S H I P  A M O N G  F I R M S  W I T H  1 0 0 +  E M P L O Y E E S  
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here’s where the gap for women 

and minorities is most obvious: 

Only 25% of these companies will 

be owned by a woman, and just 

4% will be owned by an African 

American or Hispanic American.
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the rates for actual business formation for them and their Hispanic 

American counterparts lag far behind whites.

• All three groups lag in accessing resources in our economic 

infrastructure that lead to entrepreneurial success. Access to credit, 

debt capital, and equity capital is cited most often, but it is also true 

that a smalle proportion of women, African Americans, and Hispanic 

Americans get mentoring, business skills training, and access to 

markets and networks.

• All three groups in Kansas City are behind the national statistics 

and trends.

Kansas City ranks below the national average with only 7 percent of 

all businesses owned by minorities, compared to 14 percent nationally. 

Locally, 4 percent of all firms are owned by African Americans, while 

Hispanic American firms comprise only 1.5 percent of area businesses. 

Kansas City minority firms also are below the national average with respect 

to sales and receipts. The national average is 3 percent, while Kansas City 

averages 1 percent. African American businesses account for only .4 percent 

of sales and receipts, and Hispanic American businesses account for just 

.2 percent. 

Kansas City ranks fourth out of the top fifty metropolitan areas in the 

growth of women-owned businesses during the past five years. Employment 

in these firms grew by 61.6 percent between 1997 and 2002, compared to 

a national average of 30 percent. The growth rate is nearly three times the 

rate for all Kansas City area businesses, which grew by only 22.8 percent. 

Similarly, revenues in these firms rose by 65 percent during the period, 

- Wo m e n  a n d  M i n o r i t y  E n t r e p r e n e u r s  - 
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compared to 40.4 percent among women owned businesses nationally and 

31.6 percent in the region.

What don’t we know?

Research tells us we still need to know more, to ensure everyone is working 

from the same set of statistics and to better understand the reasons behind 

the gaps. What is the relative importance of the barriers for each of these 

groups? Do they choose not to start and grow businesses because of 

prejudices in our economic system? Do they lack networks? Do they select 

the kinds of businesses that are less likely to grow? Is it a matter of lifestyle 

choices? How many of these entrepreneurs would like to grow their 

businesses but are held back by cultural or other barriers? We need 

additional research to understand the nuances of these gaps.

Where will Kauffman focus its entrepreneurship efforts for women and minorities?

Our focus will be on research and supporting the “entrepreneurial 

infrastructure” that leads to better growth rates for all three groups. We 

will target the development of more integrated environments that support 

entrepreneurs, ensuring they have the education, mentoring, technical 

assistance, networking, and access to capital and markets they need to 

reach new levels of success.

Specifically, what are some of the initiatives the Foundation is developing to 

support these focus areas?

In the area of women’s entrepreneurship, we are focusing on programs in 

Kansas City and the nation that help more women reach the “next level”—

$1 million in revenue and beyond.

- Wo m e n  a n d  M i n o r i t y  E n t r e p r e n e u r s  - 

263-Tbook77.110.indd   80 7/6/04   10:47:28 AM



80 81

The Foundation has had a national leadership position in the field of 

women’s entrepreneurship for several years and intends to build on this 

leadership to establish strong collaboration among entrepreneurs, policy 

makers, corporations, entrepreneurial support groups, researchers, and 

educators to effect major change and growth. This work includes 

establishing a national policy agenda for the growth of women’s 

entrepreneurship, developing common statistics and messages on the 

importance of women entrepreneurs to the health of the U.S. economy, 

and creating a national consortium of funders with interest in the field in 

order to leverage resources.

A key component of the initiative is supporting integrated entrepreneurial 

environments that help more women reach the $1 million revenue level, 

through a focus on education, mentoring, and access to capital, markets, 

and networks.

It is also important to complement this effort with support of programs 

that help more women reach true innovation and attract venture and 

other equity capital. We will continue our focus on efforts that prepare 

women for equity capital and that get them in front of equity investors. 

Women who attract these funds provide positive role models for aspiring 

women entrepreneurs.

In the area of minority entrepreneurship, we are working on a plan for Kansas 

City that, if successful, could then be implemented in other parts of the country.

The plan focuses on enhancing the infrastructure of support services for all 

African American and Hispanic American entrepreneurs and complementing 

this environment with a better capital market for these entrepreneurs. 

- Wo m e n  a n d  M i n o r i t y  E n t r e p r e n e u r s  - 

263-Tbook77.110.indd   81 7/6/04   10:47:28 AM



82 83

We want to work with other organizations in the community to augment 

the existing base of education and mentoring resources by providing 

additional resources and infusing them with peer group mentoring, in turn 

helping to build useful networks that minorities often lack. Participating 

entrepreneurs would receive ongoing counseling and complete a set of 

programs that positions them for growth and makes them investment-ready.

Overall, our goal is to develop an infrastructure in which African 

Americans, Hispanic Americans, and women can more successfully grow 

their businesses. Helping more of these entrepreneurs reach a higher 

level of growth leads to significant economic impacts and also creates 

important role models—they show others, particularly future generations, 

that growing a successful business is possible. This is an exciting area for 

the Foundation, and we look forward to the unfolding of these initiatives.

- Wo m e n  a n d  M i n o r i t y  E n t r e p r e n e u r s  - 

E N T R E P R E N E U R I A L  P R E V A L E N C E  B Y  E T H N I C I T Y
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Immersing Entrepreneurship  
into the Academic 
Mainstream
B Y  R O B E R T  L I T A N

Vice President of Research and Policy, Kauffman Foundation

 Entrepreneurship as a field of academic research is not, as much as we’d 

like to think otherwise, in the academic mainstream. The Kauffman Foundation 

aims to rectify that, elevating the importance that both academic researchers and 

policy makers give to the subject. To accomplish this, we are working with our 

grantee-partners to pursue new knowledge in four key subject areas we believe 

are critical to better understanding and legitimizing entrepreneurship. 

1. Linkages between new and existing entrepreneurial businesses and  

productivity growth/innovation. Living standards and real wages only improve 

as labor productivity (the output of goods and services divided by labor input) 

advances. If new and existing entrepreneurial businesses deserve special  

attention and policies, a major reason must be that they contribute to the growth 

of productivity. The time is right to cement our understanding of this relationship 

and of the key contributions we suspect entrepreneurship makes to productivity 

and innovation.

2. A respected discipline requires respected data. The Kauffman Foundation is 

uniquely positioned to encourage reform in the most mundane yet critically 
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important task—data collection. Researchers, policy makers, and media outlets 

that cover entrepreneurship desperately need better data on the process of  

business creation and maturation. Toward that end, Kauffman is working to 

develop and maintain better data in the short-term and for the long-term on  

new and small businesses through their lives (or longitudinally).  

3. Barriers to entrepreneurship threaten the heart of the American Dream. 

Women and minorities—specifically African Americans and Hispanic Americans 

—face barriers to entrepreneurial pursuit that uniquely affect their living the 

entrepreneurial dream. The Foundation is supporting research to better understand 

the barriers that affect women and minorities and to develop interventions to 

pave the way for entrepreneurial success.

The Foundation is making good progress on these three fronts, having already 

provided a major three-year grant to the National Bureau of Economic Research, 

a team from the University of Maryland and the Census Bureau, and to  

entrepreneurship research centers at New York University, the University of 

California, Berkeley, Washington University in St. Louis, and Syracuse University. 

We expect to extend our grant making to researchers at other universities in the 

near future. Also, in another major initiative, we have extended support to the 

National Academy of Sciences to study and recommend ways the federal 

statistical agencies could improve their data collection practices on firms.

4. Policy. The Kauffman Foundation also believes it is vitally important that 

policy makers and the public at large be equipped with the latest thinking and 

research by leading experts on policy issues relating to entrepreneurship. Toward 

this end, we will support a number of studies aimed at improving the policy 

climate at all levels of government for starting and growing businesses 

in America.

- I m m e r s i n g  E n t r e p r e n e u r s h i p  i n t o  t h e  A c a d e m i c  M a i n s t r e a m  - 
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Entrepreneurs have huge incentives  

to succeed, and as a result, America  

has enormous potential to soar. The 

Kauffman Foundation is doing its  

best to further the understanding of  

entrepreneurship and to reduce or  

eliminate the barriers affecting  

entrepreneurs—and in doing so, 

help to make Mr. Kauffman’s dream

for a better America a reality.

O U R  R E S E A R C H  S T R A T E G Y

We have a three-part strategy for changing 

the study of entrepreneurship in America: 

(1)  Search out and fund selected top-flight 

researchers to study subjects of high 

importance; 

(2) Launch or support entrepreneurship 

research centers at leading research  

universities, preferably involving  

scholars from multiple disciplines; and 

(3) Encourage a new generation of 

researchers to tackle empirically 

documented linkages around  

entrepreneurship.  

- I m m e r s i n g  E n t r e p r e n e u r s h i p  i n t o  t h e  A c a d e m i c  M a i n s t r e a m  - 
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Angels Shine Brightly  
for Start-up Entrepreneurs 
B Y  W I L L I A M  H .  P A Y N E

Entrepreneur, Angel Investor, and Kauffman Foundation Entrepreneur-in-Residence

 Entrepreneurs who start and grow new businesses create a majority of the 

new jobs in America. To obtain start-up capital for their companies, most  

entrepreneurs look to friends and family. But this “inside capital” infusion is 

usually less than $10,000 per company. To grow their businesses, entrepreneurs 

need more. Angel investors are estimated to provide 90 percent of the seed and 

start-up capital in this country—usually in amounts of $250,000 to $2,000,000 

per investment and for 30,000 to 50,000 companies per year. Angel investors fill 

a critical niche left void by venture capitalists, who invest less than 2 percent in 

seed and start-up companies, and instead tend to focus on a much smaller number 

of later-stage companies—only about 3,000 per year. Although angels have been 

investing tens of billions of dollars per year in new ventures for decades, they are 

a little-known and little-understood source of financing for entrepreneurs.

The Angels: Who and Where Are They?

Angel investors tend to be “exited” entrepreneurs and retired businesspersons 

who invest significant time in their portfolio companies as mentors, advisors, and 

members of boards of directors. Since most entrepreneurs have never run rapidly 

growing companies, angels bring invaluable skills and experiences to the 
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enterprise. But entrepreneurs often have difficulty finding angel investors. 

Because most solo angel investors rely on other angels and experienced service 

providers for deal flow, they remain “under the radar” for many entrepreneurs 

seeking funding. However, in the last few years, many angels have abandoned 

their solo practice and joined organizations of angel investors. Between 1995 

and 2004, the number of angel organizations grew in North America from less 

than ten to nearly two hundred. Through their many members, angel 

organizations provide a wonderful set of business skills, vertical experiences, 

customer contacts, and Rolodexes of possible business partners. In addition, 

individual angels in organizations can more easily invest with other angels, 

leading to larger investments in entrepreneurial firms. By publicizing their 

T H E  H U B  F O R  A N G E L  O R G A N I Z A T I O N S

The Kauffman-sponsored Angel Capital Association is North America’s first professional alliance of  

angel groups. Headquartered in Kansas City, the ACA aims to bring together the 200 angel organizations 

in the United States and Canada to share best practices, network, and help develop data about the field 

of angel investing.

- A n g e l s  S h i n e  B r i g h t l y  f o r  S t a r t - u p  E n t r e p r e n e u r s  - 
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application processes and encouraging entrepreneurs to seek their funding, angel 

organizations have substantially reduced the disconnect between angels and those 

entrepreneurs seeking funding.

Expanding Angel Investing in America

The emergence of organizations of angel investors defines a critical crossroads 

for this class of investment and offers an opportunity to make great strides in 

advancing the field. To help catalyze the industry and ultimately expand the total 

funding available for U.S. start-up entrepreneurs, the Kauffman Foundation is 

focusing its efforts on:

• increasing the awareness of angel investing in the United States,  

thereby increasing the number of wealthy individuals who choose  

to become angels;

• providing a better fundamental understanding of the contribution made 

by angels to entrepreneurs and the U.S. economy through research;

• providing education for those accredited investors interested in  

becoming angel investors; and

• defining public policy in the United States to increase angel investment 

in entrepreneurs capable of starting and growing scalable ventures.

Kauffman’s angel investing initiative has several components. The cornerstone 

of its program is the recently established Angel Capital Association (ACA), funded 

by the Foundation and represented by the most experienced leaders of angel 

organizations in North America dedicated to assembling best practices for  

starting and operating angel organizations. While many communities are  

- A n g e l s  S h i n e  B r i g h t l y  f o r  S t a r t - u p  E n t r e p r e n e u r s  - 
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interested in angel organizations, they don’t know how to get started, what kind 

of organization would best fit their community, or what processes and best  

practices to adopt for their new angel organization. With the ACA, the 

Foundation can help assemble the information and develop dissemination 

vehicles to assist communities in the establishment of angel organizations. For 

example, Kauffman is developing a guidebook on starting angel organizations, 

and ACA is assembling numerous best-practice documents written by leading 

angels around the nation. These resources will be disseminated to interested 

parties through the developing Kauffman Web portal.

Additionally, for the past three years, the Foundation has delivered The Power of 

Angel Investing, a full-day introductory seminar on angel investing, to accredited  

investors all over the nation. The demand for this seminar is growing rapidly, 

and it will be delivered in two dozen communities in 2004. Working with angel 

practitioners, Kauffman is developing advanced training tools that can be  

delivered by angel organizations to their members. The Foundation also is  

considering assembling a scalable information kit for entrepreneurs seeking  

funding from angel investors (and other sources of capital), which will likely be 

delivered via the Web in future years. 

Angels invest $15 to $30 billion per year in U.S. start-up companies. Yet there is 

no robust database that accurately validates this level of investment. We cannot 

quantify angel investments by region of the country or industry segment. We  

have only anecdotal information of the invested companies or the angel investors 

themselves. Because this data is not available, we cannot quantify the very  

substantial impact that angel investments and the entrepreneurs they fund have 

on our economy. The Foundation’s research team, with advice from the  

leaders of ACA, is undertaking a substantial project to create an angel investing 

- A n g e l s  S h i n e  B r i g h t l y  f o r  S t a r t - u p  E n t r e p r e n e u r s  - 
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database for U.S.-funded companies to better understand the total private  

investment in entrepreneurial ventures in the United States. In parallel, ACA  

is beginning to quantify the organization and operations of angel groups in  

this country.

Angels have been investing time and money in companies for centuries. But 

only recently have organizations of angel investors emerged and visibly begun 

to formalize this critical segment of private equity funding for entrepreneurs. The 

Kauffman Foundation is providing the seed capital for initiating this “organization  

of organizations” and for the R&D necessary to measure the importance of angel 

funding. Angels organizations are, indeed, a new frontier in entrepreneurship—

one that can make a huge difference in improving start-up entrepreneurs’ ability 

to access capital, start and grow their businesses, and keep our economy alive 

and well.

- A n g e l s  S h i n e  B r i g h t l y  f o r  S t a r t - u p  E n t r e p r e n e u r s  - 
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Our Place in 
Kansas City

“People have wondered why that we have more or less put our money in 

Kansas City, and it is not because it is Kansas City, but it is the fact that we live 

here and that we can try out these programs here at a much more reasonable 

expense, and then when they are worthwhile, we can expand them to other parts 

of the United States.”

Ewing Kauffman, 1991

We invite you to learn more about our place in Kansas City—both in terms 

of the philanthropic role we play and the physical characteristics of the 

Foundation’s campus. Through words and pictures, we’ve tried to capture the 

spirit and energy of the Foundation as a landmark in Kansas City and a hub 

for the nation around entrepreneurship and education.
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Kansas City: Our Center for 
the Science of Change

 Kansas City was Ewing Kauffman’s home. And Kansas City is, and will 

always be, the home of Mr. Kauffman’s foundation. As grantmaker, researcher, 

partner, and convener, the Kauffman Foundation develops innovative ideas 

and programs that benefit Kansas City’s young people and entrepreneurs, and 

importantly, works to identify and replicate models that can help young people 

and entrepreneurs across America.

The following are just a few of the Kauffman Foundation’s recent commitments 

to local initiatives in the Greater Kansas City region. Most of our local grant 

making is related to our two focus areas; however, we also have an interest—  

as did Mr. Kauffman—in making Kansas City a great place to live, work, and 

play. Toward that end, we help support major civic projects from time to time 

that are important to our community.

• Kauffman Scholars—$70 million over nineteen years: Kauffman Scholars is 

a comprehensive, multi-year college preparation and scholarship program 

designed to place selected students from urban Kansas City, Missouri, and 

Kansas City, Kansas, on a path toward completing high school and college.

• Freedom Schools—$12.9 million over nine years: Working with the 

Children’s Defense Fund in Washington D.C., we have helped make 
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- K a n s a s  C i t y :  O u r  C e n t e r  f o r  t h e  S c i e n c e  o f  C h a n g e  - 

Kansas City the national model for Freedom Schools, an enriched summer 

reading and math program. Hundreds of children in Missouri and Kansas 

participate in this innovative six-week, full-day summer program. The 

Kauffman commitment will expand the number of Freedom Schools in 

Kansas City to twenty by 2008.

• Kauffman Legacy Fund—$9 million over three years: Established in June 

2004, this fund is designated as a gift to the Kansas City community in 

honor of Ewing Kauffman. Managed by the Foundation, the Legacy Fund 

will support projects that significantly contribute to the quality of life for 

the citizens of Kansas City and contribute to the civic welfare of the 

community. The Legacy Fund also will support philanthropic efforts in 

Kansas City through sponsorships, partnerships, volunteerism, and 

participation in community events.

• The Ewing M. Kauffman Fund for Greater Kansas City—$7.5 million over 

three years: We greatly increased funding in 2003 to the Kauffman Fund, 

which is administered by the Greater Kansas City Community Foundation. 

The Kauffman Fund makes grants available to hundreds of local nonprofit 

organizations whose missions fall outside our funding precepts.

• Early Education—$3.3 million: In the last two years, we’ve funded  

community partners such as Heart of America Family Services, Mid-

America Regional Council and the Partnership for Children to develop  

a comprehensive early education system in Kansas City so children  

entering school are more prepared to succeed. 

• KCSourceLink—$877,500 over two years: The Kauffman Foundation, in 

collaboration with the Small Business Administration and the University of 

Missouri-Kansas City, created KCSourceLink, a program that links together 

the nonprofit entrepreneurship service providers in the Kansas City metro 
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area and then refers local entrepreneurs to the right resource at the right 

time. By helping individuals navigate the web of local entrepreneurship 

support services, KCSourceLink saves entrepreneurs time, provides more 

relevant information, and encourages collaboration among area service 

providers.

• Youth Advisory Board (YAB)—$250,000 per year: Established by the 

Foundation in 1996 with the long-term goal of developing life-long civic 

leaders, the Youth Advisory Board gives forty area high-schoolers the 

opportunity to influence grant making for youth-led, youth-driven projects 

that improve the lives of children and youth in the Kansas City community. 

Since its inception, the YAB has awarded more than one-hundred grants 

to support community service projects, tutoring programs, summer camps, 

mentoring, and other programs for urban youth.

• Metropolitan Kansas City Performing Arts Center—$26 million: In 2003 

we provided major support to the proposed Metropolitan Kansas City 

Performing Arts Center, a state-of-the-art center that will be a valuable 

community resource as well as a regional and national leader in the  

performing arts. Funds for the grant were drawn from a portion of 

the proceeds from the sale of Mr. Kauffman’s Kansas City Royals 

baseball team.

- K a n s a s  C i t y :  O u r  C e n t e r  f o r  t h e  S c i e n c e  o f  C h a n g e  - 
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- K a n s a s  C i t y :  O u r  C e n t e r  f o r  t h e  S c i e n c e  o f  C h a n g e  - 

F I E L D S  O F  A M E R I C A N  

D R E A M S

If you’re lucky enough to spend time with 

Buck O’Neil he will tell you stories of the 

barnstorming days of Negro Baseball when the 

power of Josh Gibson’s swing and the breeze 

as Cool Papa Bell circled the bases was the only 

relief on hot summer afternoons in Kansas City. 

At night, Buck’s stories will take you with him 

to the local jazz hall at Eighteenth and Vine 

to talk baseball over beers with Satchel Paige. 

An American treasure, Buck O’Neil has been 

a baseball player, manager, coach, scout, and 

ambassador of the game. He has been 

featured in the Ken Burns documentary 

Baseball and appeared on Late Night with David 

Letterman. Today, as chairman of the Negro 

Leagues Baseball Museum in Kansas City, Buck 

tells the story of baseball, to be sure—but he 

also tells a story about race in America and 

about the unyielding measure of human dignity.

The Kauffman Foundation has been a long-

time supporter of the Negro Leagues Baseball 

Museum, helping to get the museum off the 

ground and then supporting its expansion. 

When Buck O’Neil told us that stories of the 

Negro Leagues were dying with the men who 

played in those leagues, we asked, “Are you 

getting everybody’s life story on tape?” He said, 

“No, part of our development project is to get 

an oral history project going.” Thirty days later, 

the Kauffman Foundation presented $100,000 

to the museum to start that oral history project. 

We didn’t have to think about the problem— 

it was good for Kansas City and the right thing 

for us to do. We know Mr. Kauffman, a 

baseball owner and fan himself, would agree. 

Now the museum will be able to document and 

recall the stories of passion and perseverance 

that brought black ball players out of the 

shadows to redefine the game of baseball and 

change America.

“We did our duty,” Buck says. “We did the 

groundwork for the Jackie Robinsons, the 

Hank Aarons, the Willie Mayses, and the guys 

who are playing now. We did our part in our 

generation, and we turned it over to another 

generation and it’s still changing—which is 

the way it should be.”

Buck O’Neil was a clutch-hitting first baseman, who led the Negro 

National League with a .353 batting average in 1946. From 1948 

through 1955, he managed some of the finest Kansas City Monarch 

clubs, leading them to five pennants and two Black World Series. 

In 1962 he became the first black coach ever hired by a major 

league team.
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The Lifecycle and Lessons 
Learned of our Healthy 
Neighborhoods Initiative
B Y  J A N I N E  L E E

Vice President of Kansas City Community and Philanthropic Initiatives,
Kauffman Foundation

 The Kansas City metro area is large enough to suffer from most all the 

problems that plague youth in America’s urban cities, but our community is 

also small enough that it’s feasible to do something about those problems.  

This opportunity to make a difference, along with the Foundation’s strong  

commitment to its hometown, made it natural from the start to establish Kansas 

City as the base for our work in education and youth development.

A key component of our initial approach was what we called our “Healthy 

Neighborhoods” strategy. The idea was to improve the prospects of young people 

by helping to build and strengthen the environments in which they were growing 

up. Over the years, this led us to fund an extremely broad range of useful  

programs: in family support services; in community organizing and economic 

development; and in nutrition, health care, and youth programs, for example.

By 2003, we decided the time had come to refocus our youth work. We were 

making large numbers of grants in diverse areas. There was no way of judging 

cumulative impact; few resources remained for innovative new programs. We 
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had to inform many long-standing grantees that we were going to refine our 

youth focus to center on education—which was Mr. Kauffman’s passion— 

and help them find other means of sustaining their work.

More than $12 million was earmarked for a transition program that would help 

our Healthy Neighborhoods grantees secure future funding sources. Each of 

some fifty organizations would receive one to three years of transitional funding, 

along with assistance in developing new sources of sustaining funds. In mid-

year 2003, we sent personalized letters to the leadership of the organizations, 

explaining the change, and scheduled subsequent meetings with each 

organization’s executive leader and board members.

The meetings took place through the fall and winter. Typically, a program officer 

and a senior leader from the Foundation met with the grantee organization’s 

chief executive, key board members or staff, and others. While some, of course, 

found the news difficult to accept, most of these meetings went well and were 

quite productive. In a number of cases we began to explore ongoing, future 

relationships on new grounds.

It is our hope and intention that this transition approach will yield good 

outcomes for all. Organizations will obtain the support they need to carry on 

programs (in part, we like to think, because our early years of support helped 

them develop, test, and expand their programs). Moreover, the future work of 

the Foundation in Kansas City will benefit from the experience gained, and the 

relationships built, during the years of the Healthy Neighborhoods initiative.

Our new strategy is to focus very specifically on academic achievement, on 

helping young people do well in school. But the fact hasn’t changed that young 

- Th e  L i f e cy c l e  a n d  L e s s o n s  L e a r n e d  o f  o u r  H e a l t hy  N e i g h b o r h o o d s  I n i t i a t i v e  - 
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people are influenced by their environments, and can often do better in school if 

armed with various forms of assistance, after-school programs, and mentoring. 

In the future, we anticipate that we will be bringing such assistance into play 

with the outcome of academic achievement. And thanks to what we learned 

from our grantees as part of the Healthy Neighborhoods experience, we are 

better equipped to do so.

As one example, we have been able to see, up close, how different kinds of 

assistance to young people work. Better still, we now have trusted partners 

across Kansas City—at the very organizations with which we have worked—who 

can advise us as we design new programs and help deliver the services needed.

The real beneficiaries will be the children and youth of Kansas City. The one goal 

that all in this city share is to see them succeed. In the years ahead, we aspire 

that Kansas City’s children will set examples for young people everywhere.

- Th e  L i f e cy c l e  a n d  L e s s o n s  L e a r n e d  o f  o u r  H e a l t hy  N e i g h b o r h o o d s  I n i t i a t i v e  - 
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Making a Difference 
Today and Tomorrow: 
An Essay in Photos

Today at Kauffman Legacy Park, we pursue opportunities 

that hold the potential for great gain. It’s a day to make 

good on Ewing Kauffman’s hopes that his foundation would 

advance solutions to fundamental problems and inspire 

others in Kansas City and the nation.
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Throughout the day, in meetings in the Conference Center and in impromptu conversations 

in the corridors, the dialog of the Kauffman Foundation comes to life. We ask questions that 

challenge assumptions. We ask why. Guided by research and original thinking, we focus on 

ideas that have the power to reshape the way the world thinks about entrepreneurship, and 

the ways academic achievement can encourage kids to think for themselves.
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Tomorrow will offer new opportunities to turn 

the Kauffman Foundation’s vision into innovative 

programs that work. The true measure of the day 

will rest on our ability to leverage ideas, elevate 

thinking, and open minds to new possibilities.
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Foundation Endowment 
and Investment Performance
A S  O F  D E C E M B E R  3 1 ,  2 0 0 3

For the year ended December 31, 2003, the Ewing Marion Kauffman 

Foundation’s investment portfolio posted a net return of 27.3 percent. After three 

years of negative returns, the portfolio performance was positively impacted by 

very good absolute and relative returns from all asset classes in the portfolio.

Financial Statement

Please visit our Web site at www.kauffman.org to view our most current 

annual financial statement and to see a listing of grants awarded through 

the prior month.

A S S E T  A L L O C A T I O N  ( I N  M I L L I O N S )

G L O B A L  E Q U I T Y

A L T E R N A T I V E

P R I V A T E  E Q U I T Y

F I X E D  I N C O M E

U . S .  S M A L L  C A P

T O T A L  A S S E T S  =  $ 1 . 7 6 8  M I L L I O N

$ 7 9 9

$ 2 4 7

$ 2 4 7

$ 1 7 1

$ 3 0 4

263-Tbook77.110.indd   105 7/6/04   10:47:55 AM



106 107

$2,500

$2,000

$1,500

$1,000

$500

$0

en
do

w
m

en
t 

 (
in

 m
ill

io
ns

)

1999 2000 2001 2002 2003

T O T A L  E N D O W M E N T

I N V E S T M E N T  P E R F O R M A N C E

60%

50%

40%

30%

20%

10%

0%

-10%

-20%

ne
t 

re
tu

rn
s

1999 2000 2001 2002 2003

- Fo u n d a t i o n  E n d ow m e n t  a n d  I nve s t m e n t  Pe r f o r m a n c e  - 

263-Tbook77.110.indd   106 7/6/04   10:47:55 AM



106 107
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Associates’ Credo

As stewards of Mr. Kauffman’s trust and values, we believe . . . 

• We must pursue excellence in everything we do. 

• Excellence must be driven from within each of us. 

• We are sustained by supporting each other professionally and personally. 

• Our culture requires personal growth, respect, honesty, openness,  

and humility. 

• We are responsible for making prudent and wise use of all of our resources 

in ways that achieve goals most efficiently.

• We will make a meaningful difference by recognizing and pursuing  

opportunities, thinking creatively, and taking thoughtful action.

• Our grant decisions must be guided by research, purposeful discussion,  

fact-based judgments, fairness, and clearly articulated expectations.

• We must hold ourselves to high standards of effective grant making and our   

grantees to high standards of performance.

• We will advance the areas in which we work by acknowledging and sharing  

our failures and successes with others. 

• We are privileged to do this work.

Each associate of the Kauffman Foundation is responsible for bringing the words 

of our Credo to life. 
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WHAT DO YOU THINK?
Tell us at yourthoughts@kauffman.org

4801 Rockhill Road
Kansas City, Missouri 64110

www.kauffman.org 070410M  CM
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