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Too Big to Fail: Big Bets and Reboots in the New Education Philanthropy 

Megan Tompkins-Stange 

 

For foundations operating in complex environments, simple notions of “success” and 

“failure” may not be relevant concepts for assessing performance at all. (Anheier, 2016)
1
 

 

Philanthropic funding for education has exponentially grown in the past two decades. In 

1990, U.S. philanthropic funding to public education totaled $174 million; in 2012, it was $5 

billion, an increase of almost 1500%.
2
 New benefactors with expertise in technology and capital 

markets drove a substantial amount of this growth, as opposed to the industrial fortunes of the 

older foundations. Additionally, the new foundations were clustered on the West Coast from 

Seattle to Los Angeles, a shift in the philanthropic ecosystem’s locus of power from the 

Northeast Corridor. Emmett Carson, the chief executive of the Silicon Valley Community 

Foundation, described how the new foundations differed from their predecessors: “West Coast 

philanthropy is marked by innovation, it’s about disruption, it’s about change…[donors] bring 

this go-big or go-home willingness to fail, and see failure as a good outcome if you learned 

something.”
3
  

This ethos, anchored in Silicon Valley entrepreneurialism, reflects a common set of 

values familiar to startup founders and venture capitalists alike. In the technology sector, funders 

make bets on innovative ideas, with the expectation that high risk produces high return on 

investment, and that failures are a crucial part of an iterative improvement process. Similarly, the 

new foundations also view “failures” as learning opportunities. For example, the Gates 

Foundation’s guiding principles state, “We take risks, make big bets, and move with urgency.” 

The new foundations typically operate using a strategic philanthropy framework, wherein 

strategy is guided a theory of change.
4
 Foundations test assumptions about the causal factors that 

contribute to social problems, use the evidence to make adjustments to their goals, and 
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measuring their progress toward desired outcomes. Like venture capitalists, strategic 

philanthropists make investments that may pose some risk, but also have the potential to be 

revolutionary, seeding innovations that may produce broader catalytic impact when scaled. A 

foundation official, interviewed in 2011, described this model in the following way: 

“[Philanthropy] has the luxury and the privilege of being able to explore ideas, test theories, pilot 

innovation, seed interesting possible change…it can take a lot of risks that business and 

government or individuals can’t.” 

The freedom to innovate is a direct result of their freedom from formal accountability 

mechanisms. As private, closely held 501(c)3 corporations without an a mandate for public 

representation, foundations can operate with more agility than the government, constrained by 

constituent demands and political realities, is able to. Due to these institutional elements, 

foundations are uniquely situated to be able to take risks and learn from failures. As Bill Gates 

told The New Yorker’s Michael Specter in 2005, “We are in this unusual position where we can 

spend one hundred million dollars on something we think might work and it can fail and nobody 

gets fired.”  

To foundations, failure that produces organizational learning is considered what public 

policy scholar Peter Frumkin describes as “constructive failures” that add value through 

knowledge creation. A foundation’s constructive failure, however, is a grantee’s unconstructive 

failure. For grantees, funders’ interest in learning from failure (or “rebooting” in Silicon Valley 

vernacular) jeopardizes their organizational survival. When a foundation pivots or makes major 

mid-course corrections, it creates ripple effects beyond its own organizational boundaries. 

This tension raises an important question: what implications does the two-sided coin of 

failure have for education policy and practice? To interrogate these issues, this chapter explores 
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the case of the Gates Foundation’s education program from 2005 to 2015 (hereinafter referred to 

as “Gates.” Through extensive qualitative interviews and archival analysis conducted over the 

past eight years, the chapter details the foundation’s evolution through two major inflection 

points: its initial small schools investments, and its later transition to systemic reform focused on 

common standards.
5
  

Because of Gates’ unique organizational characteristics, including size and political 

power, these findings are not generalizable to the broader philanthropic sector; however, it 

represents a revelatory case that contributes knowledge that is transferable to other foundations 

with large endowments and national profile.
6
  

 

Small Schools: Redesigning a “50 year old mainframe” 

In 2005, Bill Gates addressed the National Education Summit, a convening of state 

governors and influential leaders in the education field. He described the Gates Foundation’s 

goal of improving educational outcomes for at-risk students by disrupting “dropout factories”
7
 - 

large comprehensive high schools that primarily enroll low-income students of color. Gates 

framed this challenge as a structural problem, using a technological metaphor: 

America’s high schools are obsolete. By obsolete, I don’t just mean that our high schools 

are broken, flawed, and under-funded – though a case could be made for every one of 

those points. By obsolete, I mean that our high schools – even when they’re working 

exactly as designed –cannot teach our kids what they need to know today. Training the 

workforce of tomorrow with the high schools of today is like trying to teach kids about 

today’s computers on a 50-year-old mainframe. It’s the wrong tool for the times.
8
  

 

To fix this functional obsolescence, Gates identified a key lever: re-designing large 

schools into small learning communities. This approach was a cornerstone of a progressive 

educational philosophy led by acclaimed Boston educator Deborah Meier, widely regarded as the 

founder of the “small schools movement,”
9
 and informed by research by Tony Wagner of 
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Harvard.
10

 The movement was supported by research conducted in the late 1990s, which 

provided evidence that small learning communities – either schools themselves or smaller class 

sizes within schools – had proven effective tools for improving educational outcomes for at-risk 

students.
11

 Gates viewed the small schools movement blueprint for broad systemic re-design, as 

Bill Gates described in his 2005 National Education Summit address: 

These are schools built on principles that can be applied anywhere. [These principles] are 

almost always easier to promote in smaller high schools. The smaller size gives teachers 

and staff the chance to create an environment where students achieve at a higher level 

and rarely fall through the cracks. Students in smaller schools are more motivated, have 

higher attendance rates, feel safer, and graduate and attend college in higher numbers.
12

 

 

Between 2001 and 2006, the Gates Foundation invested nearly $1.3 billion in 2,600 small 

schools schools in 45 states. By 2006, however, indications had emerged that this strategy had 

not moved the needle to the extent the foundation had hoped. Several high-profile grants yielded 

minimal or negative impact, with some schools electing to terminate their grant contracts.
13

 

Preliminary assessments showed lower test scores for small schools than anticipated, and prior 

research that had generally shown positive results in small schools was shown to lack controls 

for selection effects, biasing the data.
14

 Reflecting on these events, a Gates official commented,  

Breaking existing schools into smaller schools is incredibly difficult on many levels. In 

[one state], I think at least all eight of the big urban districts that participated in the 

initiative had five of their eight high schools breaking up. Every single one of those high 

schools had reverted back to a comprehensive. 

 

In 2008, a planned longitudinal evaluation of the small schools portfolio was halted three 

years early – indicating that the study “appears to have led Gates to think we don't need to learn 

any more about this approach of focusing on school size,” in the words of Stanford education 

scholar Mike Kirst.
15

 

In addition to disappointing test results, Gates began to receive pushback about its top-

down strategy and perceived lack of humility or interest in feedback from the communities that 
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were impacted by its grants. As an illustration, education scholar Charles Payne became aware of 

black educators in Chicago characterizing the Gates Foundation as “acting white.” Payne wrote:  

And what did they [black teachers] mean when they say that the Gates Foundation was 

‘white’? Well, they meant that Gates was arrogant in the way it operated, coming into 

cities with a whole lot of money and a half of an idea…Whether justly or not, Gates was 

initially perceived by black educators as saying, ‘Make schools small and the world will 

get better’, and refusing to listen to practitioners who were trying to say it’s more 

complicated than that.
16

 

 

As the foundation began to “see the handwriting on the wall,” in the words of one former 

Gates education staff member, it began pivoting away from its structural approach. At a private 

gathering of national education leaders and policymakers in 2008, Gates was transparent about 

the foundation’s lessons learned in the small schools space: “We have not seen dramatic 

improvements in the number of students who leave high school adequately prepared to enroll in 

and complete a two- or four-year postsecondary degree or credential…It’s clear that you can't 

dramatically increase college readiness by changing only the size and structure of a school.”
17

 

A few months later, in his Annual Letter of 2009, Bill Gates publicly announced the 

results of its small schools investments: “Many of the small schools that we invested in did not 

improve students’ achievement in any significant way.”
18

 

By 2008, the foundation had all but terminated small schools funding, and grantees 

reacted with confusion and, in some cases, a feeling of betrayal at the foundation’s apparently 

sudden decisions, which posed threats to their survival. One foundation staff explained the 

dynamic: “We behave as if nothing’s changed, whereas almost all of our grantees from the 

decade are like “what happened to you guys?’” 

These shifts caused ripple effects across the wider ecosystem of education funding. One 

foundation official acknowledged, “Because our funding is disproportionate to other private 

funders, it’s difficult not to distort the conversation.” Beyond providing financial capital, a Gates 
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grant also signaled legitimacy and conferred political capital via access to elite networks. In this 

way, Gates’ priorities shaped organizations’ scope of work,, sometimes resulting in mission 

creep. One Gates official described the dynamic that existed when Gates became a dominant 

player in education philanthropy: “All of a sudden, small schools are it – the panacea.”  

The official argued that this power asymmetry had negative consequences not only for 

organizations, but for the foundation itself. Mid-course corrections could damage not only 

foundations’ credibility, but also their effectiveness in achieving their goals: “If the foundation 

changes its mind, from the point of view of someone looking at the outside, and all of a sudden 

[funding] dries up pretty quickly and nobody returns your phone calls anymore… It’s a hard way 

not just to make a living but also to drive effective social change from the grassroots.” 

By 2011, Bill Gates’ thinking on small schools as a remedy for improving education had 

dramatically changed. Addressing the National Governors Association – a group that was present 

for his 2005 National Education Summit speech – he advocated for an end to state caps on class 

size, stating the following: “Perhaps the most expensive assumption embedded in school budgets 

— and one of the most unchallenged — is the view that reducing class size is the best way to 

improve student achievement. U.S. schools have almost twice as many teachers per student as 

they did in 1960, yet achievement is roughly the same.”
19

 

In contrast to this statement, Bill Gates’ 2005 remark that “We can spend one hundred 

million dollars on something we think might work and it can fail and nobody gets fired” is 

striking. In the case of small schools, the foundation’s freedom to learn from failure enabled 

them to depart significantly from their original goals. However, for some observers, Gates’ turn 

was disingenuous, showing the foundation’s privilege to engage in experimentation without 

being directly impacted by its own strategies. In the words of Seattle Times columnist Danny 
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Westneat, “Gates’ argument is hardly reassuring to those of us whose kids are the ones about to 

be experimented on.” Westneat continued, 

Bill, here’s an experiment. You and I both have an 8-year-old. Let’s take your 

school and double its class sizes, from 16 to 32. We’ll use the extra money generated 

by that — a whopping $400,000 more per year per classroom — to halve the class 

sizes, from 32 to 16, at my public high school, Garfield. In 2020, when our kids are 

graduating, we’ll compare what effect it all had. On student achievement. On 

teaching quality. On morale. Or that best thing of all, the “environment that 

promotes relationships between teachers and students.” Deal? Probably not. Nobody 

would take that trade.
20

  

 

 

Systemic Reform on Common Standards and Teacher Quality: “We’ve got to start to impact 

public policy” 

 Gates absorbed a number of lessons learned from the small schools initiative, including the 

shortfalls of pursuing solely structural reforms, focusing on classrooms and buildings, as 

opposed to also addressing policy and politics. One former Gates staff member explained, “One 

of the things they learned, which is a very powerful lesson, that the structural reform was not 

enough, and they needed to go much deeper into a more thorough reform.” Several other current 

and former staff members corroborated this statement. One reflected that “… one of the key 

lessons learned is that you can spend three to five years just focusing on the structure and not 

getting to the substance of improving instruction and student engagement.” Another official 

shared that the foundation realized that educational change “involved much more than structure; 

it needed to involve the context, the policy context, that affected it.” 

This internal assessment occurred contemporaneously with the Obama Administration 

assuming power in Washington, a confluence of events that changed Gates’ reticence to engage 

in policy. In its early years, the foundation was hesitant about engaging in policy-related 

grantmaking, fearing legal consequences related to any appearance of lobbying, given the 
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foundation’s high profile and related tendency to attract scrutiny and critique. Gates’ 

progressive-leaning preferences also deterred it, as evidenced by one official’s comment that a 

“very strong bias” against policy work existed during the Bush administration: “It was much 

more legitimate to be involved with policy post 2008 with Obama.” Another official concurred, 

recalling, “Our program people were like, ‘No, no, no. That’s all of that political stuff.’ 

Particularly back in the day when people didn’t like the Bush administration, all federal politics 

for people in Seattle looked like doing stuff with the Bush administration.” 

 In addition to a more appealing political environment, during this time period, Bill and 

Melinda Gates were also beginning to transitioning to full-time foundation leadership, and and 

had started to “think about how they [could] use the power of their voice to influence policy,” as 

a former Gates official explained. Another former staff member, reflected about the family’s 

realization about engaging in policy: “Traditional grants, even very, very large ones given to 

really good entities, were not going to create the systemic change that they wanted to effect. So 

pretty quickly the foundation started to recognize its particular power in that regard with respect 

to both who the benefactor is and the size of the institution.” 

In 2006, Gates began to pursue comprehensive systemic reform that aligned with mandates 

for states under the 2001 federal No Child Left Behind Act. The foundation had two areas of 

focus within this initiative: standardizing core standards and assessments of student proficiency 

across states, and improving assessments of teacher quality. In both cases, the foundation worked 

to build political will to support new standards and teacher evaluation systems at both federal 

and state levels. One former Gates official described the foundation’s director of policy and 

advocacy, Stefanie Sanford, conceptualized the strategy:  

[Sanford] had a PhD in education with a focus on public policy, and when she came in, 

she said “If we’re going to change the debate publicly, then we’ve got to start to impact 
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public policy.” The strategy was, starting with the governors, we’ve got to build support 

at the state level, and once we build support at the state level, then when the dynamics are 

right (which would have been 2008), and we get an administration that has—more 

importantly an education secretary whose school district benefited from our support—

then you’ve got the ability to drive forward and push it off balance at the federal level. 

Almost all the governors signed on, and then they started pushing the core standards that 

all states need to embrace a similar set of standards for graduation.  

 

This strategy embodied a key Gates value: efficiently and effectively pursuing its 

outcome goals. By deliberately crafting a strategy that relied on the partnership of high-level 

elites in the states – elected representatives, governors, superintendents, corporate leaders, top 

administrators – Gates was able to circumvent any unwieldy deliberation and advance its targets 

more quickly. Its primary grantees, the National Governors Association and the Council of Chief 

School Officers, were enlisted to mobilize all 50 governors into a compact to adopt common 

standards.  

By managing from the top with like-minded partners, Gates was initially extraordinarily 

successful. One interviewee commented on the degree to which Gates’ efforts had resulted in 

changing federal policy strategies: 

It was not that long ago, if anyone had come to us and said, “In the next few years someone 

is going to come along and within eighteen to twenty-four months, they are going to 

convince the right people with a certain amount of grants to embrace a national core 

curriculum,” which is something that has invaded and people just thought that was like the 

third rail. You can’t touch that in American politics. But we now have a Common Core, 

and we are slowly moving to a common protocol for teacher evaluations. 

 

 This swift policy victory, however, was short-lived; political scientist Sarah Reckhow 

described Gates’ strategy as “winning the sprint, losing the marathon.”
21

 While its top-down 

strategy streamlined the policy adoption process, the foundation did not cultivate a parallel 

strategy to build grassroots political will from the ground up among communities that would be 

impacted.  

This proved to be a critical misstep at a unique point in history. Widespread public 
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resentment toward the economic elite surged in 2014, as income inequality became a major 

policy concern, as shown in the unexpected rise of Senator Bernie Sanders, a self-described 

democratic socialist, as a presidential candidate. In this environment, foundations were 

increasingly criticized for receiving tax-advantaged status while accumulating wealth and power 

without democratic legitimacy. This marked a sea change in the public perception of 

philanthropy, which was traditionally so reverent that as of 1996, 98% of media coverage of 

foundations was either neutral or positive in tone.
22

  

 Teachers, parents, administrators, and local officials protested Gates’ efforts, challenging 

the foundation’s authority to influence education policy without meaningful of accountability to 

the public. From 2014-2015, this opposition grew into a full-fledged backlash, and governors 

began to withdraw their support for the Common Core due to constituent pressure. At the end of 

2015, President Obama signed the Every Student Succeeds Act into law, devolving more 

authority to the states – and representing a referendum on common standards. In interviews in 

2015, foundation staff members were processing the backlash and reflecting on the blind spots 

the foundation had with regard to policy influence. One official reflected, “People see 

[foundations] as outsiders coming in because they have a lot of money and trying to dictate to 

states and school districts what the best thing is. I think some of these districts . . . the opponents 

think ‘You don’t know our community, so you come in here with a lot of money and tell us what 

to do.’” A former Gates official commented on the distinctions between the philanthropic elite 

and the communities its work impacted:  

Sometimes I thought the foundation spent too much time on what it believed was the right 

way. I often thought there was a little bit of a disconnect between what, generally speaking, 

highly educated white academics believe is the right way and the reality of what happens. 

You can’t just go in and start criticizing [school districts populated predominantly by 

minorities] if you really don’t understand everything that’s going on. 
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In other words, Gates was again essentially “acting white,” as Charles Payne had documented 

during the small schools initiative.
23

 

Whereas small schools failed due to its over-emphasis on the structural form of schools 

and under-emphasis on the broader political environment, the systemic reform initiative failed 

due to its emphasis on political strategy centered on elites, as opposed to on-the-ground 

communities. In 2016, Gates’ CEO, Susan Desmond-Hellman released a public letter reflecting 

on the lessons learned from the past decade of reform efforts, which acknowledged the 

foundation’s lack of attention to the latter group and conveyed a tone of humility: 

When educators have clear and consistent expectations of what students should be able to 

do at the end of each year, the bridge to opportunity opens. The Common Core State 

Standards help set those expectations…Unfortunately, our foundation underestimated the 

level of resources and support required for our public education systems to be well 

equipped to implement the standards. We missed an early opportunity to sufficiently 

engage educators—particularly teachers—but also parents and communities so that the 

benefits of the standards could take flight from the beginning… This has been a 

challenging lesson for us to absorb, but we take it to heart. The mission of improving 

education in America is both vast and complicated, and the Gates Foundation doesn’t 

have all the answers.
 24

 

 

Desmond-Hellman used the framing of “constructive failure” to describe the foundation’s efforts 

to learn from its mistakes and continually improve: “From the beginning, Bill and Melinda 

wanted their foundation to be a learning organization; one that evolves and course corrects based 

on evidence. We want to get continually smarter.” Reinforcing these messages, Bill and Melinda 

Gates began to publicly de-emphasize the importance of agility and urgency in favor of 

community engagement. Shortly after Desmond-Hellman’s letter was released, the Washington 

Post reported on Melinda Gates’ remarks to the National Conference of State Legislatures: 

Melinda Gates said she and her husband, Microsoft co-founder Bill Gates, learned an 

important lesson from the fierce pushback against the Common Core State Standards in 

recent years. Not that they made the wrong bet when they poured hundreds of millions of 

dollars into supporting the education standards, but that such a massive initiative will not 

be successful unless teachers and parents believe in it. “Community buy-in is huge,” 
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Melinda Gates said in an interview here on Wednesday, adding that cultivating such 

support for big cultural shifts in education takes time. “It means that in some ways, you 

have to go more slowly.”
25

 

 

Some viewed these developments as indications of Gates’ effort to adjust course not only 

programmatically, but also culturally. Others were more cynical, remembering variations on the 

theme during the small schools era, if not acerbic. The Los Angeles Times published an editorial 

titled “Gates Foundation failures show philanthropists shouldn’t be setting America’s public 

school agenda,” which read, 

[Desmond-Hellman’s letter] was a remarkable admission for a foundation that had often 

acted as though it did have all the answers. Today, the Gates Foundation is clearly 

rethinking its bust-the-walls-down strategy on education — as it should. And so should 

the politicians and policymakers, from the federal level to the local, who have given the 

educational wishes of Bill and Melinda Gates and other well-meaning philanthropists and 

foundations too much sway in recent years over how schools are run. 

 

 

Pivoting to personalized learning 

After the public reckoning it faced from the Common Core backlash, Gates has more 

quietly turned its attention to a new area, which, unlike school redesign and policy influence, 

reflects its dominant expertise and history. This new focus, known as “personalized learning,” 

aims to transform learning by customizing educational experiences to the individual needs of 

students – in some ways, applying the principles behind small schools and applying them 

through computer technology and online resources. 
26

 

Gates has framed personalized learning as a tool that could potentially revolutionize the 

delivery of classroom instruction and produce significant gains in students’ learning. Reflecting 

its “test and fail” engineering norms and “big bets” entrepreneurialism, personalized learning’s 

disruptive potential is intuitively appealing to the foundation – but, like its predecessors, small 

schools and systemic reform, this solution is far from a panacea.  
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For Gates, this point is particularly important to consider in this new phase of education 

funding. In the search for a silver bullet – an innovative technology that can solve a complex 

problem in a new way – Gates has produced some constructive failure, learning from its past 

mistakes across its multiple areas of focus. But if it continues to pursue primarily technical 

solutions to adaptive challenges, without comprehensive political strategies that address poverty 

and income inequality as root causes in failing educational systems, Gates is likely to make the 

same mistakes, resulting in unconstructive failure. To fully harness the benefits of its innovative 

capacity and take risks that result in knowledge creation, the foundation would be well advised to 

pause its learning from failure, and to pivot instead to learning from the communities its work 

impacts.  
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