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Alaska State Legislature

SJR 26 SPONSOR STATEMENT

A Resolution proposing amendments to the Constitution of the State of Alaska relating to
education.

This legislation offer’s a common-sense approach to funding and improving Alaska’s
educational system. SJR26 establishes a land trust for funding education and allowing
for the funding of private as well as public schools by establishing a voucher system that
favors school choice. Goals of the voucher system are to enhance educational
opportunities and to promote more competition and quality in the delivery of educational

services.

SJR26 creates an endowment trust to ensure adequate future funding for education. It
will provide for the use of revenues from the land trust to pay operational costs of
education from K through University. The trust would be entitled to 100 percent of any
income derived from land sales, leases, contracts, licenses or other uses of the granted

land.

Not only would SJR26 secure the financial future of Alaska’s schools and provide for
school choice, but it would also create new jobs and stimulate economic development as

the resources of the trust are developed.
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Revitalizing Education

THE MORAL AND ECONOMIC CASE FOR COMPETITION

Address by TED FORSTMANN, Senior Partner, Forstmann Little & Co. Chairman & CEO, Children's Scholarship Fund
Delivered to the Economic Club ofDetroit, Detroit, Michigan, October 12,1999

T lhank you, Ken, for that introduction. As many of you
may know, Lear was fora brieftime under Forstmann Little
ownership — and while we do what we can to improve

our acquisitions, obviously the best thing we ever did for Ken

was to sell his company, because he’s gone on to become a

gigantic success.

There’s no way | can acknowledge everyone here 1°d like to,
but Ishould point out that the Children’s Scholarship Fund was
able to greatly expand the numberofchildren we helped here in
Detroit thanks to matching funds provided by Cardinal Maida
and also CSF board member Dick DeVos. Both have a history of
involvementwith education, notjust here in Detroit, butin Dick’s
case, around the country. 1°d also like to thank the pecple here
who founded Pathways of Hope for their cooperation and sup-
portin our local effort.

Finally, 1’d like to recognize perhaps the most importantdo-
nors in this room, the parents of these children. Because re-
member, our scholarships are partial scholarships — and could
not have been used without significant financial contributions
made by the families themselves. | met with some of these
parents, their children, and teachers this morning at the Corner-
stone School. Principal Ernestine Sanders is here with some of
her flock — she is an amazing woman, an inspiration to her
students, and also to me.

When | accepted the invitation to address this prestigious
gathering, | was faced with a dilemma. Should I stick to eco-
nomics? Or should | focus on the question that has increas-
ingly absorbed my energies in recent years: how to revitalize
American education, particularly for those children trapped in
dangerous, failing schools?

The more | thought about this, the more | really had no di-
lemmaatall. | had already concluded that what works in every
othersphere of life would, of course, work in education as well.
The apologists for the status quo want you to believe that
education exists in its own special bubble — immune from what
we know about other areas of life, exempt from the laws that
govern the rest of reality. And amazingly, they have gotten all
of us to buy into this.

I am here today to try to pop that bubble. For the sake of new
ideas, new opportunities, and new advances in education that
could — butcannot now — be conceived. And far more impor-
tantly for the sake of children who are suffering — and need-
lessly so. But first, by way of background, let me tell you how
I came to recognize the bubble for what it was.

Two years ago | teamed up with John Walton to offer 1,000
partial scholarships to students in Washington, D.C. Afterjust
a couple of months, with virtually no media coverage or adver-
tising, we had received nearly 8,000 applications. Confronted
with this huge demand, we decided to go national: together we
put up $100 million to fund 40,000 scholarships, and the
Children’s Scholarship Fund was bom.

Frankly, 1’d never done anything like this before, and was
learning as | wentalong. Throwing a lifeline to kids trapped in

bad schools seemed like a good idea to me, but would others be
willing to brave the inevitable controversy and join our cause?

I soon found out. Those who stepped forward to join our
efforts range from civil rights leaders such as Andy Young,
Martin Luther King 111 and Dor.othy Height— to national lead-
ers such as General Colin Powell, White House Chief of Staff
Erskine Bowles, Barbara Bush, and both the majority and minor-
ity leaders of the U.S. Senate, Trent Lott and Tom Daschle —
from sports and entertainment figures, such as baseball legend
Sammy Sosa, actor Will Smith, Michael Ovitz, Bob Johnson of
Black Entertainment Television and MTV’s president, Tom
Freston — from business leaders such as Rupert Murdoch to
Jim Kimsey, founder of America Online — just to name a few.

Soon we had raised $70 million to match our initial invest-
ment — and with this we set up programs in 40 cities and three
entire states. As calls poured in I thought, “why limitour schol-
arships to just these local programs?" We worked through the
logistics, came up with another $30 million, and on the Oprah
show we made our scholarships available to every single low
income family in the United States of America.

Yet nothing, not even our experience in Washington, D.C.,
could have prepared us for the explosive level of demand we
were to face. By our March 31st deadline we had applicants
from all 50 states— from 22,000 cities and towns across America.
In many areas huge blocks of the eligible population applied:
29% in New York; 30% right here in Detroit; 33% in our nation's
capital; in Baltimore, MD 44% ofthe eligible population applied.

In total we received one million two hundred and fifty thou-
sand applications. Thatis an almostinconceivable response —
made even more so when you remember that this is only from
people who heard of our program.

As | mentioned earlier, these are partial scholarships as par-
ents must contribute an average of $1,000 per year and all the
applicants are low-income. For example, the average income
here in Detroit wasjust over$17,000 ayear. Now consider this
— $1,000 over four years from the parents of 1.25 million adds
up to $5 billion. Five billion dollars from families who have very
little — simply to escape the government delivery system that
they’ve been relegated to and to obtain a decent education for
theirchildren.

More eloquently than any expert, more powerfully than any
politician — these parents have made the moral case for greater
choice and opportunity in education. My immediate reaction
was: let’s do itagain. Let’s raise enough money to fund another
40,000, or 80,000 or as many ofthe 1.25 million as we can.

But with a sinking heart | remembered the research we had
done on capacity in private schools that presently exist— and
realized thateven if we raised ten times as much money to fund
ten times as many scholarships, the hard truth was that, right
now, the seats simply don’t exist. >

Why? Why are there no alternative sources of supply? K-
12 nationally is a $400 billion a year enterprise. Why are no
suppliers rushing forward to cater to families who arc dissatis-
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fied with the quality of education they are currently receiving
— and eager for alternatives? In other words, in a free country
like America, with such obviously large demand, why aren’t
there a multitude of competitive providers?

The answer is barely whispered, but very obvious. We are
dealing with a government sponsored monopoly. Any system
that can demand— indeed enforce— a 90% market share surely
qualifies asone. And there has always been a broad consensus
in America — even long before the Sherman Anti-Trust Act
came along — that monopolies produce a bad product at a high
price. This one is no exception.

Despite a fourteen-fold increase in inflation-adjusted spend-
ing since 1920, despite longer school years, despite a doubling
ofteachers’salaries and dramatic shrinkage ofclass sizes in the
past50 years alone— a quarter ofyoung Americans have little
to no grasp of written English, test scores have stagnated or
declined, international rankings are beyond embarrassing, and
census data show that public schools have become the second
most likely place in Americafora violent crime to be committed.

Would parents and students — the consumers — like alter-
natives to the defective product I’ve just described? Yes, of
course they would— as our lottery dramatically demonstrated.
But no matter how unhappy they are with their current situa-
tion, the bottom line is that most parents simply cannot afford
to pay twice for education — first in the form of taxes, then in
the form of tuition.

That’s a big sacrifice— especially for low-income parents —
and one which many families are unable to make. So this is how
the monopoly controlling American education is able to tilt the
playing field and prevent quality alternate suppliers from enter-
ing the market.

Who would benefit if there were multiple sources of supply
and parents could seek a good education wherever it could be
found? Two groups for sure: those who are currently deprived
of a good education, and those who could provide it. So what
would be so wrong with opening things up — normalizing mat-
ters so thateducation would look more like the rest of America
— letting parents have new options, and giving new high-qua'-
ity suppliers the chance to compete?

We know there is a moral case for choice and competition —
made mostdramatically by the parents of 1.25 million applicants
to the Children’s Scholarship Fund. We know there is an eco-
nomic case — made by centuries of bad experience with mo-
nopolies, and good experience with the creativity of free mar-
kets, never more evident and exciting than today. So whatcould
possibly even be the arguments against competition and choice?

Most of them are well-worn, but as pressure for change
grows, we're bound to hear them repeated with increasing fre-
quency and exaggeration. So let’sreview them; they fall roughly
into three categories: policy, history, and law.

The policy argument essentially claims that if we just keep
plugging away at the same old failed solutions — spend more
money, lire more teachers, and reduce class sizes — we will
somcho Il get different results. In the meantime, what happens
to the child? To people who want to maintain the status quo,
this is not the primary concern. The primary concern is not
what happens to the child if he is forced to stay — but rather
what happens to the system if he is free to leave. By their
reasoning, no matter how bad the situation gets, we must not
help the child to leave, lestin leaving he makes a bad situation
worse. So we must ask: Does the child exist to serve the sys-
tem, or docs the system exist to serve the child?

VITAL SPEECHES OF THE DAY
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Even if this reasoning were not so morally repugnant, it is
economically absurd. Will choice “destroy public education?”
Did competition from Toyota “destroy” General Motors?

Has competition from Compagq, Dell and Apple "destroyed”
IBM? Ofcourse not. Everyone ofyou sitting here today knows
that there has never been an industry, a company, or a product
that competition has not improved.

By the way, speaking to my Democratic friends, | must ask
them: what monopoly in history has ever been “reformed” by
allowing it to raise its prices, hire more employees, build more
office space, or require its customers to wear uniforms?

The second front against, choice is advanced on historic
grounds. It nins as follows: America may have been built on
competition, but it was also founded upon public education —
and as such it must be considered an underpinning of our de-
mocracy and reflection of our Founders’ deepest ideals.

The problem with this argument is that it is a total and com-
plete falsehood. Our Founders, that is to say, Washington,
Jefferson, and the rest, were wholeheartedly opposed to a gov-
ernment system ofeducation. In fact, the government delivery
system we now have, and now call “public education” wasn’t
established until roughly 100 years after our country’s found-
ing. The system it replaced — the system of education our
country was founded upon — vas characterized above all by
diversity, competition and choice. Not only did it arguably
produce some of the greatest Americans of our history, the
most basic measure of achievement — literacy — was very
high, in many states higher than itis today. From our Founders
down through the years, right down to this year and those ofus
in this room — we all want to educate the public. Thatis a very
different proposition than our simply accepting the government
delivery system that we, by long and erroneous habit, now refer
to as quote-unquote “public education”.

Deprived of precedent and principle, the final argument
against choice claims: it’s against the law. Since some children
might flee to the inexpensive option of parochial schools, we’re
told this would represent an unconstitutional establishment of
state religion. This argument holds true if, and only.if, you take
one thing out of the picture: the parent. Indeed, the Wisconsin
Supreme Courtrecently upheld the constitutionality ofa voucher
program in Milwaukee on the grounds thatit was parents — not
the state - who were doing the choosing. Because the public
funds are filtered through parents choosing what's best for
their children, the courtruled thatsuch programs operate prima-
rily for the “benefit” of children, not religious schools. Indeed,
if the above argument were correct, no servicemen returning
from the Second World War could have attended Notre Dame,
or Brandcis, or Southern Methodist University under the Gl
Bill.

So | hope you can see what a red herring that is. But the
really important point is thatas long as the current monopoly is
allowed to shut out competition, the only choices poor parents
will be able to afford are the very ones legal critics of choice
object to: nonprofit, religious schools. Thisistrulyaridiculous
result. In an open, competitive environment — who knows
where the schools will come from? Might be Microsoft, or IBM,
oreducation entrepreneurs or National Geographic, or the Mu-
seum of Fine Arts or any number of universities or colleges.

Who knows — itmightbe any ofyou here today. Remember,
this is a $400 billion potential market— virtually twice the size
ofthe telecommunications market today in which multi-billion
dollar mergers have become an everyday occurrence.
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And yet, you might ask: how do we get there? How do we
get from the currentmodel— where there are no decent options
except for those who can afford to move to the suburbs, or pay
for education twice in'the form of private schools — to the
model I am talking about, where decent options proliferate, not
for the few, but foreveryone? How do we address the economic
and political challenge, of mo\ ing from a monopoly to a truly
open environment— while also addressing the noral challenge
of ensuring equal opportunity for all?

Well, it’s really not as hard as you might think. You need
many choices for the consumer, and you need freedom ofchoice
by the consumer, together with his ability to pay for those
choices. Suppliers will provide choices, will enter the market-
place, when there’s a financial opportunity — and the way we
pay for education will have a bearing on that.

Now, there are two schools of thought about what’s the best
way to pay for education. The first says let people keep their
own education tax dollars and use the extra fimds to purchase
education services for their family. Theadv ntage to this is that
by investing their own money in their children’s education, par-
ents have a personal stake in making sure they gel their money’s
worth. This, by the way, is one of the reasons we at CSF give
partial scholarships, and ask the parents to make up the rest —
we feel that encouraging parental investment, and therefore
involvement in their children’s education, is that important.
However, the disadvantage to the pay-your-own-way approach
is that it raises serious concerns about how the poorest families
would be able to afford to pay. At best, they might be able to
rely on charity. But personally, | don’t think that the best
system is one in which poor kids have to rely on someone like
me to get a decent education.

We now fund education through taxation. And | feel this is
probably the fairer method as long as parents can use their
share of education tax dollars to seek the best possible educa-
tion for their child, wherever it may be found. With this ap-
proach we are committed to the principle that all children, re-
gardless of their parents’ background or income level, should
have access to a decent education.

I believe that with a multiplicity of choices and the providers
competing for and catering to their customers, there would be a
huge surge of parental involvement — certainly far more than
currently exists, or is even allowed, under the government mo-
nopoly. More fundamentally, | favor this approach because, as
a big believer in equal opportunity, | do not want to take any
chances on leaving any children behind.
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In the model I’'m talking about, in the world | see, govern-
ment serves as an education provider only when it can compete
effectively, but universally as a kind of ATM machine, helping
give parents the means to seek the best possible education for
their children, wherever they wish. So o re-emphasize, be-
cause we pay for education through government taxation, it is
not inevitable that government be the only supplier of the prod-
uct. Indeed, by setting the government up as monopoly sup-
plier of the product, we have created a system of monstrous
inequality — with the gap between the have’s and the have-
not’s as wide as the world separating Andover High School in
Bloomfield Hills and Kettering High School on VVan Dyke Road.

As | said previously, we are all in favor of educating the
public. But we should certainly not think of the government
monopolistic model of education as sacrosanct. Systems — in
and of themselves — are not sacred. But children are. And if
the system is failing to, serve the children — then we should
change it.

Now, atthe outset of my remarks, I said thatthe monopolistic
model has come to be accepted outoflong mental habit. And so
at first it may be hard for some people to imagine a new system.
But the mental habit | am asking you to break is the selective
application of truth. It’s a truth that monopolies hurt consum-
ers. It’s a truth that competition has revolutionized one indus-
try after another, has liberated the creative energies of our citi-
zens, and has made America the envy of the earth. To pretend
that these truths do not apply to that most crucial endeavor —
the education of our children — is more than irrational, it is
really very wrong.

The last weapons in the public education monopoly’s arse-
nal are fear and prejudice disguised as concern for the welfare
of the disadvantaged. Thus its leaders insinuate, in politically
correct terms of course, that poor and minority parents won’t
make good decisions when it comes to their children’s educa-
tion. This argument not only underestimates America’s strug-
gling families, but it also undermines the central value that makes
this country great — freedom. In America, we should have
faith in the ability of ordinary, often humble people to make the
bestdecisions, by their own lights, for themselves and for their
families.

We must not let mental inertia, specious arguments, or cur-
rent versions of political correctness stand in the way. For the
sake of all our children, and the future that rests upon them, we
should do something about this — and do it ;iow.

21st Century Medicine

IMPROVING QUALITYTHROUGH PARTNERSHIPS

Addressby NANCY W.DICKEY, MD, Immediate Past President, American Medical Association
Delivered to the 1999 Annual Conference, Chicago, Illinois, October 3, 1999

G ood afternoon. And thank you for inviting me to join
you today. It’s a great pleasure to be able to come here
— and to share some thoughts with you on the physi-
cian perspective — about quality care. About the future of
medicine. And about managing risk for our professions and

our patients.
Today, I'm going to talk about ways that we can all work

together to make health care not only better — but safer —

for all concerned.
But first, 1 want to talk about something else — some-
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Theodore J.
Forstmann

Donor Honor Rdlls

Student Honor Rolls .

Donor,

Chaiiman Emeritus
Tlitotlore J. jFoiutrtmun™

Theodore J. Forstmami is co-founder and senior partner
of the private investment firm, Forstmann Little & Co.,
and an outspoken champion ofexpanding opportunity
and economic growth.

In 1997, Mr. Forstmann pledged $3 million to the
W ashington Scholarship Fund and became Chairman of

the Board of Directors.

Mr. Forstmann is a pioneer ofthe leveraged buyout. His
firm has invested over $13 billion in 22 acquisitions since
its founding in 1978 and has compiled an unmatched
record ofinvestment performance. As a passionate
defender of free markets and free peoples, Mr. Forstmann
is a frequent speaker who has written numerous op-ed
pieces for such publications as the Wall StreetJournal and

New York Times.

Forstmann Little’s best-known acquisitions include
Gulfstream, NextLevel Systems, Ziff-Davis Publishing,
Community Health Systems, Dr Pepper and Topps. The
firm currently has almost $5 billion in committed capital

for future acquisitions.

Mr. Forstmann is Chairman of Gulfstream Aerospace and
serves on the board ofdirectors of NextLevel Systems and

Community Health Systems.
Mr. Forstmann is committed to numerous philanthropic

interests and devotes much of his time and energy to
helping children. As a director ofthe International

01/26/2000 11:12 AM
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Rescue Committee, he has made several trips to Bosnia
and created and funded a medical program that provided
care for thousands ofwar-injured children. He is a
director of the Nelson Mandela Children’s Fund and has
devoted substantial time and effort to this organization,
which seeks to alleviate the plight of the millions: of street
children in South Africa. Here athome, he is co-founder
with Andrea Jaeger ofthe Silver Lining Ranch in Aspen,
Colorado, which serves children with cancer and other
life-threatening illnesses. Mr. Forstmann also founded the
Boggy Creek Gang Camp, a year-round camp for
chronically ill children, with General Norman Schwarzkopf
and Paul Newman. Together with two ofhis brothers, he
co-sponsors the Huggy Bear Invitational Tennis
Tournament, an annual eventwhich contributes over $61
million a year to various other children’ charities.

Lastly, Mr. Forstmann is also a director of the Inner City
Scholarship Fund in New York, which educates over ten
percent ofthe inner-city children there.

Mr. Forstmann, 57, is a graduate of Yale University and
the Columbia School of Law.

01/26/2000 11:12 AM
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