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1. EXECUTIVE SUMMARY

American Revolution 2.0
Fall of the Wall: Capital Flows to Education Innovation

Executive Summary
§ Approximately a year ago, GSV Advisors set out to analyze whether there is adequate innovation and
entrepreneurialism in the education sector and, if not, whether a lack of capital was constraining
education innovation
§ Our observations from research, interviews, and collective experience indicate that there is great energy
and enthusiasm around the PreK-12, Post Secondary and Adult (“PreK to Gray”) education markets as
they relate to innovation and the opportunity to invest in emerging companies at all stages
§ Investment volume in 2011 exceeded peak 1999 – 2000 levels, but is differentiated from this earlier
period by entrepreneurial leaders with a breadth of experience including education, social media and
technology; companies with vastly lower cost structures; improved education market receptivity to
innovation, and elevated investor sophistication. In the words of Matt Pittinsky, Co-founder of Blackboard
Inc. and CEO of Parchment, there is a newfound “breadth and depth of investor knowledge”
§ In the words of one prominent investor, “I see more and more capital moving to the area and for two
primary reasons: anytime large, broken industries exist, significant opportunities for start-ups are
created. Additionally, the millennial generation is learning in different ways, which has been driven by
technology.”
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Executive Summary
§ However, it is also clear that the sector still receives far less investment relative to comparable key GDP
sectors such as technology, healthcare and energy. We will highlight some of the contributing factors in
subsequent sections
§ Of all the possible impediments to accelerated innovation in education, capital access is not viewed to
be a key factor. Instead, it is the absence of a clear path to scale caused by continued market
impediments that still constrains investment capital on a relative basis. If some of the market
impediments were lifted, we estimate that additional capital would be attracted to enter the sector
§ Although market conditions have greatly improved, the primary obstacles to scale can be classified
under the following framework:
– People: improved but still short supply of management and engineering talent that can manage the
myriad complexities of K-12 and Higher Ed institutional and consumer markets
– Product: lack of early adopters to provide validation and transparent evaluations of learning efficacy
to inform purchase
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Executive Summary
– Potential: theoretically huge end markets, but hindered by key structural elements, including
regulatory (funding cycles) and structural (bureaucracies, procurement processes, real or perceived
tensions between for-profits and not-for-profits, the complex roles played by foundations,
oligopolies, politics). Procurement issues and government bureaucracy at all levels dominate the
conversation around impediments and obstruct innovation and growth
– Predictability: political and budget vagaries often allow for just a 1-3 year outlook at best
§ That all being said, 2011 witnessed unprecedented flows of venture and growth capital into the U.S.
education market funding innovation across the sector continuum: higher education, K-12, corporate,
PreK and lifelong learners – truly PreK to Gray. This activity has spawned a virtuous circle encouraging
more and more talented entrepreneurs to venture into the education sector
§ With over 127 private placement transactions completed, 2011 well surpassed transaction activity at the
peak of the internet boom – when 106 education companies were financed in 1999
§ Importantly, and reflective of vastly more capital efficient business models, the capital raised on average
was $9.0mm/company down 30.4% from $13.0mm/company in 1999
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Executive Summary
§ Additionally, given change catalysts in the sector, we have far more optimism that investment returns for
the class of 2011 will far exceed the 1999 class which suffered from the internet bust; institutional
resistance to technology; a lack of technology access for students, teachers and professors; inadequate
bandwidth; failure of the 3rd party corporate eLearning market to fully develop, and other factors
§ We estimate that of the 106 fundings in 1999, over 80 (or more than 75%) failed to achieve adequate
investment returns or failed entirely
§ It is therefore no surprise that it took over a decade for the education sector to regain its footing in the
investment community
§ We have attempted to analyze the drivers that have catalyzed the resumption of investment activity and
the contributions are myriad including: improved institutional dynamics, positive demographic and
human capital trends, technology advances, government and political proactivity, the emergence of
large foundations as key catalysts and improved financial market dynamics. All have contributed to what
appears to be a near spontaneous explosion of entrepreneurial activity in education

7	
  

Executive Summary
§ We are very optimistic that this entrepreneurial activity will tremendously benefit America’s “PreK to
Gray” learners – reestablishing our leadership across the knowledge spectrum. There is widespread
recognition that we have fallen behind as a country and that education is both a critical civil rights issue
and our only path to maintaining global competitiveness
§ In our view, the concept of ROE – Return on Education – is a key test of an emerging education
company’s potential
§ We believe that a company or organization can only deliver true ROE if it achieves one or all of the
following:
– Drives down costs for learners and/or institutions
– Substantially improves learning outcomes including performance on licensure or professional
exams, performance on standardized tests, retention, graduation rates, learner engagement,
progression to advanced degrees, college and career readiness, job placement, etc.
– Increases student and/or instructor access to education
– Increases the effective “capacity” of instruction and instructors thereby improving student
outcomes and the professional paths of learning leaders
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Executive Summary
§ However, clouds and impediments remain on the horizon as noted. At no time in U.S. history has it been
more important for all constituents to band together to change paradigms and lift our population of
learners
§ Through the second half of 2011, we conducted interviews (July/August 2011) and polls with numerous
constituents in education. It was clear to us from these dialogues and inputs that more capital is
available if onerous conditions in both K-12 and higher education could be alleviated. Some innovators
have created successful “work-arounds” to seemingly intransigent obstacles but that is still the
exception and not the rule. Some of the work-arounds – such as freemium models – remain untested as
viable long term business models
§ In the following sections we provide analysis of capital trends in education since 1995 as well as the
results of our extensive interviews and polls
§ The following page summarizes the factors we believe have most contributed to this unique moment in
time
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Capital Flows to Education Innovation:
The Confluence of Catalysts
School and
Institutional

Drive for accountability
Open Educational Resources
Foundations as “Change Catalysts”

Budget constraints drive changes in approach
Federal “Race to the Top” and NCLB incentives
Disintermediation of the traditional
sales model

Capital
Markets

Successful exits
Education dedicated funds
Role of super angels and incubators
Tier I VC’s entering and re-entering the market

New business models offer new promise
Foundations as change agents

Common Core Standards
Charter schools as early adopters

New strategic players

Influx of entrepreneurs and school leaders

The first signs of network effects

New incubator models encouraging
engineering talent

New technologies have scalability
“Cheap” technology

Startup activities and business plan competitions
Teach for America elevating education as elite
career path
New talent entering the market from
successful tech careers
Tech savvy students, parents
and teachers / professors

Human Capital

Mobile devices
Open source solutions reduce cost
Unlimited bandwidth
Wired classrooms
Cloud technologies

Technology
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2. EDUCATION’S EMERGENCE, DECLINE AND REEMERGENCE AS AN INVESTMENT CATEGORY

American Revolution 2.0
Fall of the Wall: Capital Flows to Education Innovation

Emerging Investment Theme: Education
§ When GSV co-founder Michael Moe published The Dawn of the Age of Knowledge in 1996, education
companies comprised a miniscule “sector” in the public capital markets -- $19.7 billion out of total public
market capitalization of $7.2 trillion1 – or 0.3% of U.S. public capital markets
§ Strong IPO activity ensued from 1995 to 2000 with market cap growing at a 30.2% CAGR and achieving
$55.6 billion at year end 2000 – but still only 0.5% of U.S. public capital markets
§ Public market momentum as well as the internet boom undoubtedly strengthened venture and growth
investor interest as can be seen by a dramatic rise in investment activity in 1999 and 2000. Deal activity
rose from 11 transactions in 1998 to 106 in 1999 with a commensurate rise in dollar flows -- $145 million
in 1998 to $1.3 billion in 1999 -- both staggering increases
§ The “bust” that followed this period had the impact of completely stifling new venture and growth capital
investments for nearly a decade after 2001
§ In the following pages we analyze capital market flows in education from their infancy in 1995 to the
2000 peak, followed by the bust and peak again in 2011
1

Based on Wilshire 5000 Total Market Index.

12	
  

Emerging Investment Theme: Education
Michael Moe publishes The Dawn
of the Age of Knowledge (1996)

The Book of
Knowledge (1999)

The Knowledge
Web (2000)

United States
Education and Training

In-depth Report

United States
Education & Training Services
Knowledge Enterprises

9 April 1999
Michael T. Moe, CFA
Director of Global Growth Research
(1) 415 954-8410

Dawn of The Age of
Knowledge

Kathleen Bailey
(1) 415 954-8414

"#*'/00&'0)'1%02-*34*
Investing in the Growing Education and Training Industry

Rhoda Lau
(1) 415 954-8416

23 May 2000
Michael T. Moe, CFA
Director of Global Growth Research
(1) 415 676-3570
michael_moe@ml.com
Henry Blodget
Senior Internet Analyst, Global Coordinator
(1) 212 449-0773
henry_blodget@ml.com

The Knowledge Web
Part 2: Generation i – The K-12 Market

!"#$%&'($))*+*%,-.

Highlights:
•
•

Knowledge Economy Provides Powerful Tailwind for For-Profit Education Sector
Six Megatrends Impacting Market: Globalization, the Internet, Outsourcing,
Consolidation, Demographics and Branding

Merrill Lynch & Co.
Global Securities Research & Economics Group
Global Fundamental Equity Research Department
#1939

Public Market Value
(US$ in Billions)
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$675 Billion Market Catalyzed by the Internet
Content Combination of Richness & Reach
Creates a Huge Opportunity in the K-12 Space

Merrill Lynch & Co.
Global Securities Research & Economics Group
Global Fundamental Equity Research Department
RC#60214525

$55.6

$51.5

$44.3

95-2

$26.7

$30.0
$19.7
$15.0

$14.9

$0.0
1995

1996

1997

1998

1999

2000

Public Market Value of U.S. Education Companies (1995-2000)
Source: GSV Advisors, constituents appear on page 63.
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The Booms and Bust
The 1999 spike in transaction value and volume within education venture and growth investments
occurred against the backdrop of a relatively stable public market capitalization for education

Total
Financing Value

$1,200.0
$1,000.0

Financing
Volume

140.0
120.0

Public Market Value

100.0

$800.0

80.0

$600.0

60.0

$400.0

40.0

$200.0

20.0

$0.0

Public Market Value of Edu Companies ($100 million)
VC/Growth Transaction Volume in Education

VC & Growth Aggregate
Transaction Volume

Public Market Value and
Aggregate Transaction Value

$1,400.0

0.0

VC/Growth $ Invested in Education ($1 million)

Source: Deal volume and values based on internal GSV Advisors data. While indicative of overall trends, certain undisclosed transactions may be
excluded. Constituents included in public market value appear on page 63.
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Flight of Capital Post-1999-2000
As in many sectors, but in education much more acutely, venture and growth investing spiked during the
internet bubble period of 1999-2000, but then plummeted with minimal resumption until 2007
§

Many of the class of 1999 and 2000 fundings failed as optimism for technology driven transformation
exceeded the reality of the sector’s inability to capitalize on technology and the failure of some of these
technologies to deliver a Return on Education (“ROE” as previously discussed). Additionally, these
companies generally required large capital investment: Lightspan ($140mm), Junior Net ($70mm),
Campus Pipeline ($88mm), UNext ($158mm) ─ making achievement of returns even more difficult

§

The weak experience with venture and growth education investments in the late 1990’s and early
2000’s led many early investors to either: a) cease operations; b) abandon the sector; c) migrate to
later stage education investing (e.g. Sterling Capital, Leeds Equity, JP Morgan Capital / CCMP); or d)
eliminate K-12 to focus on higher education where returns, at the time, were more available with fewer
substantial government and procurement roadblocks

§

A number of venture backed companies saw strong initial public market returns for their VC investors
that evaporated relatively rapidly as the internet bust drove market levels down and/or financial
performance disappointed. Examples included DigitalThink (Adobe Ventures, Arcadia Partners, Band
of Angels, Cambridge Technology Capital, GE Equity, Granite Ventures, Quad Partners, TI Ventures, TL
Ventures, Walden Venture Capital, WorldView Technology Partners), Lightspan (Accel Partners,
Comcast Interactive, Globespan Capital Partners, Institutional Venture Partners, Kleiner Perkins, Liberty
Digital, Merrill Lynch Ventures, Microsoft, Nassau Capital, Tribune Ventures), SABA (Berkeley Int’l
Capital, Comdisco Ventures, CrossLink Capital, Inc., Goldman Sachs, Sequoia Capital) and Scientific
Learning (HLM Venture Partners, Lazard Capital Partners, Warburg Pincus).
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Flight of Capital Post-1999-2000
§

One year following their respective IPO dates, share prices had experienced substantial declines of:
– DigitalThink: (39%) -- ultimately acquired by Convergys Corporation (2004)
– Lightspan: (76%) -- ultimately acquired by PLATO Learning, Inc. (2003)
– SABA: (75%) -- still public
– Scientific Learning: (65%) -- still public

§

The notable exceptions in this class include Blackboard, Capella, Higher One and K12, whose venture
capital and growth investors have generally remained active in the sector (including, notably, Carlyle,
Knowledge Universe, Maveron and Novak Biddle). One year following their respective IPO dates,
share prices had experienced gains of:
– Blackboard: 54% -- ultimately acquired by Providence Equity Partners (2011)
– Capella Education Co.: 261% -- still public
– Higher One Holdings: 50% -- still public
– K12 Inc.: 1.4% -- still public

§

Others who have remained active include Warburg Pincus (Turnitin, Bridgepoint, Aspen Education),
TCV (Capella Education, Embanet, K12 Inc.) and Bain Capital (MyEdu, Bright Horizons)
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Flight of Capital Post-1999-2000

Weak Public Market Performance Discouraged Investors
DigitalThink: IPO Date 2-25-00 = $100.0
Indexed Share Price
$250.0

Saba: IPO Date 4-7-00 = $100.0
Indexed Share Price
$250.0

Acquired 5-3-04

$200.0

$200.0

$150.0

$150.0

$100.0

$100.0

$50.0

$50.0

$0.0

$0.0

DigitalThink

Dow Jones Index

Lightspan: IPO Date 2-10-00 = $100.0
Indexed Share Price

Saba Software

Dow Jones Index

Scientific Learning: IPO Date 7-22-99 = $100.0
Indexed Share Price

$250.0

$250.0
Acquired 11-17-03

$200.0

$200.0

$150.0

$150.0

$100.0

$100.0

$50.0

$50.0

$0.0

$0.0

Lightspan

Dow Jones Index

Scientific Learning

Dow Jones Index

Source: Capital IQ.
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A Few Companies Funded in 1999-2000 Have Had Solid or
Notable Public Market Performances
Blackboard: IPO Date 6-18-04 = $100.0
Indexed Share Price
$250.0

Acquired 10-4-11

K12, Inc.: IPO Date 12-13-07 = $100.0
Indexed Share Price
$250.0

$200.0

$200.0

$150.0

$150.0

$100.0

$100.0

$50.0

$50.0

$0.0

$0.0

Blackboard Inc.

K12, Inc.

Dow Jones Index

Capella Education: IPO Date 11-10-06 = $100.0
Indexed Share Price

Dow Jones Index

Higher One: IPO Date 6-16-10 = $100.0
Indexed Share Price

$400.0

$200.0

$320.0

$175.0
$150.0

$240.0

$125.0

$160.0

$100.0

$80.0

$75.0

$0.0

$50.0

Capella Education

Dow Jones Index

Higher One

Dow Jones Index

Source: Capital IQ.
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Boom – Bust – Boom: Deal Velocity
Number of Venture and Growth Placements

140
127

Transaction Volume by Sector
(Disclosed Transactions)

120
106
100
80

80
64

59

60
44
35

40
25
19

20

10
2

7

11

8

8

2002

2003

11

12

2004

2005

0
1995

1996

1997

1998

1999

2000

2001

2006

2007

2008

2009

2010

2011

Transaction Volume by Sector

Total
‘95-’00 ‘01-’11

K-12

1

6

3

7

37

28

11

5

3

6

8

15

15

17

17

27

48

82

172

Higher Ed

0

3

3

3

25

21

4

2

3

5

2

6

11

15

27

30

44

55

149

Corporate

0

0

1

0

38

11

3

0

1

0

1

3

1

2

3

3

4

50

21

Multi-Sector

1

1

0

1

4

1

1

1

0

0

1

1

4

9

11

17

27

8

72

Test Prep

0

0

0

0

2

3

0

0

1

0

0

0

4

1

1

3

4

5

14

Total

2

10

7

11

106

64

19

8

8

11

12

25

35

44

59

80

127

200

428

Note: Deal volume based on internal GSV Advisors data. While indicative of overall trends, certain undisclosed transactions may be excluded.
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Boom – Bust – Boom: Deal Velocity
Dollar Capital Flows (US$ Millions)

140

$1,284 $1,264

120
$1,050

$930

100
80

$700
$491

$487
$350
$106

$145
$76

$30

60
40

$317

$262
$116
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$61

$64

$52

Aggregate Transaction Volume

Transaction Value by Sector (US$ Millions)
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$97
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–
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2003

2004

2005

2006

2007

2008

2009

2010

Total

2011

Transaction Value by Sector (US$ Millions)

‘95-’00 ‘01-’11

K-12

0

60

27

78

497

543

84

57

20

36

13

59

64

98

88

115

389

1,205

1,024

Higher Ed

0

25

75

11

362

491

141

18

35

29

18

24

255

130

274

312

271

965

1,507

Corporate

0

0

4

0

338

174

23

0

6

0

6

4

20

32

13

21

30

516

154

Multi-Sector

30

31

0

56

86

14

14

0

0

0

15

10

58

49

116

78

197

216

538

Test Prep

0

0

0

0

1

42

0

0

0

0

0

0

91

8

0

22

43

43

164

$30

$116

$106

$76

$61

$64

$52

$97

$487

$317

$491

$548

Total

$145 $1,284 $1,264 $262

$930 $2,944 $3,386

Note: Deal volume and values based on internal GSV Advisors data. While indicative of overall trends, certain undisclosed transactions may be
excluded.
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3. DISEQUILIBRIUM REMAINS

American Revolution 2.0
Fall of the Wall: Capital Flows to Education Innovation

Venture and Growth Equity Investments in Education
§ Our observations from research, interviews, and collective experience indicate that there is
great energy and enthusiasm around the PreK-12, Higher Education and lifelong learning
markets as they relate to innovation and the opportunity to invest in emerging companies at
all stages
§ In general, capital is not viewed to be the impediment to accelerated innovation
§ However, it is also clear that the sector receives far less investment relative to comparable
key GDP sectors such as technology, health care and energy, as shown in the following
slides
§ We do not believe this signals an absence of capital wanting to invest but rather
constraining market factors that effectively place a lid on relative investment
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Relative to Peer Sectors, Education Represents a Large
Portion of GDP, but a Miniscule Level of the Venture Capital
and Public Equity Markets
2010 Total GDP
$14.9 Trillion

Total Venture Capital
Transactions (1995 - 2011)
64,704

Total Public Market "
Capitalization (2011)
$17.5 trillion

Education
628
0.9%

Education
$60 billion
0.3%

Education
$1.3 trillion
8.7%

Healthcare
$2.6 trillion
17.4%
Energy
$1.2 trillion
8.1%
Other
$8.7 trillion
58.4%

Technology
$1.1 trillion
7.4%

Other
23,076
35.7%

Healthcare
12,719
19.7%
Energy
3,703
5.7%
Technology
24,578
38.0%

Other
$5.1 trillion
29.1%

Healthcare
$2.4 trillion
13.7%

Energy
$4.6 trillion
26.3%
Technology
$5.4 trillion
30.6%

Education represents nearly 9% of US GDP, but less than 1% of both venture investments and public
market capitalization
Sources: Education private and public market data per GSV Advisors; other venture investment totals per PWC NVCA.
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Observations
§ Despite tremendous optimism, the message was consistent regarding continued market impediments to
scaling companies in education. Without a clear path to scale, investment capital is, and will continue to
be, constrained on a relative basis
§ Using our “4 P’s” framework, we identify which characteristics of companies and industries that investors
value most highly. Conversely, we identified the characteristics of historical investments in education
that have failed to produce meaningful returns:
− People:
§

Historically a dearth of both management and engineering talent

§

With a few notable exceptions, education companies have failed to spin out their own selfsustaining “ecosystems” a la PayPal and Google

§

However, this is without question the factor that has most improved. Talent has poured into the
sector from leading not-for-profits like Teach For America and elsewhere, where bright, talented
young people have witnessed educational inequity and can visualize its solutions

§

Engineering talent has also aggressively increased as successful technology entrepreneurs -such as the founders of Imagine K12 (Tim Brady, former CEO of QuestBridge and Chief Product
Officer of Yahoo!, Alan Louie, former project manager at Google, and Geoff Ralston, former
CEO of Lala Media, Inc and VP of Engineering at Four11 Corp.) -- from other sectors look to
make an impact in education

§

Additionally, incubator, seed/angel investor and startup competition activity across the country
has created broad mentoring environments that never existed before where teams can access
resources never available before -- from legal counsel to branding/marketing
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Observations
− Product:
§

Keys to success: scalability, disruptive technologies, network effects, true platforms, tangible
ROI for learning outcomes and ROE -- Return on Education. Offerings should achieve one or all
of the following to achieve ROE:
ü Drive down costs for learners and/or institutions
ü Increase student and/or instructor access to education
ü Improve learning outcomes
ü Increase “capacity” of instruction and instructors

§

Early adopters in education are scarce, but critical to emerging products

§

With the lack of transparent evaluations of learning efficacy by product, the “consumer” -- be it
institutional or retail -- often has inadequate information to make purchase decisions

− Potential:
§

Theoretically huge end markets, BUT hindered by key structural elements, including regulatory
(funding cycles) and structural (bureaucracies, procurement processes, real or perceived
tensions between for-profits and not-for-profits, the complex roles played by foundations,
oligopolies, politics)

§

Market is clearly ripe for disruption, but obstructed by ingrained parties that may be resistant to
change
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Observations
§

Procurement issues and government interference at all levels dominate the conversation
regarding impediments

§

Perception that the system is “rigged” against innovative market entrants

§

Personal expenditure on education as a percentage of income is 2% in the United States, but
over 15% in Asia

− Predictability:
§

Subject to political vagaries, including election cycles, short-term superintendent tenures,
school board politics, endowment declines, state budget shortfalls, federal regulation of forprofit higher education, accreditation dynamics, etc. – all of which creates a 1-3 year outlook at
most. This lack of visibility is an enormous barrier to investment

§ In summary, these “4 P’s” have resulted in a de minimus investment capital allocation to the education
sector, particularly relative to the size and importance of this market
§ We strongly believe that increased capital will be attracted to the sector if creative solutions arrive for
some of the key market impediments, as highlighted by our surveys and interviews

Today, capital supply for innovation appears to be meeting demand, but both sides can be induced to
scale with better market conditions
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4. SUMMARY SURVEY RESULTS

American Revolution 2.0
Fall of the Wall: Capital Flows to Education Innovation

Process Overview
Is a lack of capital stifling education innovation? If so, provide examples.
If not, what is and how can things change?
§ GSV Advisors identified nearly 1,300 leading minds in the education and general innovation
ecosystem to gain perspectives and insights into education markets
− Of those approached, 45 were interviewed, and 1,220 were polled in an online
survey with a 17% response rate
§ Over a four-week period, over 200 entrepreneurs, strategics (larger, established companies
in the education market) and investors shared their thoughts and views on the education
sector in an online survey, each mining their unique experiences to discuss the myriad of
opportunities and challenges facing the industry today
Number Sent

Number of Responses

Response Rate

Investors

528

56

11%

Entrepreneurs

449

101

22%

Strategics

243

55

23%

1,220

212

17%

Total
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Online Survey Summary: Investors
§ Out of seven emerging markets, education technology featured prominently in both the
most and least attractive rankings, highlighting the strong, but niche perception of the
sector:
− Across all sectors, the most important investment characteristics are: i) a large,
growing market; ii) scalable business models; and iii) the availability of “Big Ideas”
− Investors are leery of government intervention and bureaucracy in education
§ Not surprisingly, the level of bureaucracy and role of government were cited by investors as
the top two obstacles for investment in education, including government’s “underfunding”
and “year to year variability of funding.” Related recommendations include:
− “Regulate outcomes, not delivery mechanisms”
− “Turn districts into service providers” with schools to chose which to contract with;
allow “schools and districts to become ‘non-profit charters;’” “more charter schools”
§ Other predictable challenges facing education investments include school district sales
and entrenched publisher models. Survey respondents called for:
− “Funding for third party proof of concept for new technologies,” “[creation of] a
platform for evaluating successful outcomes” and “[streamlining] the buying process”
§ Few investors suggest there is any shortage of “Big Ideas” or innovation/disruption, while
everyone cited the attractiveness of the addressable market size and online education
29	
  

Online Survey Results: Investors
Most attractive markets to investors on a scale of 1-7, with 1 being most attractive
1 (High)
33%
28%
20%
16%
13%
4%
4%

SaaS
Mobile Comp. & Apps
Education Technology
Life Sciences
Social Media
Green Technology
Cloud Computing

2
22%
20%
25%
13%
26%
7%
21%

3
13%
15%
16%
7%
20%
13%
18%

4
9%
13%
15%
11%
13%
20%
16%

5
4%
7%
7%
16%
11%
11%
14%

6
9%
6%
16%
25%
9%
18%
18%

7 (Low)
11%
11%
0%
11%
7%
27%
9%

Characteristics that investors look for in most attractive and least attractive markets
Most Attractive
!&"#
!&"#
!+"#
!%"#
**"#
*$"#
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)*"#
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!"#

Least Attractive
Addressable Market Size
Scalability of Revenue
Market Growth Rates
Availability of "Big ideas”
Rate of Innovation
Visibility of Revenue
Availability of Management Talent
Cash Flow Dynamics
CapEx Requirements
Precedent VC Exits
Role of Government
Level of Bureaucracy

!#$$
!#$$
(#$$
,#$$
,#$$
'!#$$
'!#$$
*+#$$
)*#$$
'(#$$
%&#$$
!"#$$

Note: Based on confidential and anonymous SurveyMonkey responses of 56 investors with and without experience investing in the education sector.
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Online Survey Results: Investors
Perceived obstacles for investment in education on a scale of 1-7, with 1 being the biggest
1 (High)
58%
34%
6%
6%
2%
0%

Too bureaucratic an industry
Role of government
Lack of big ideas
Lack of management talent
Inadequate growth
Lack of innovation / disruption

2
23%
45%
6%
19%
8%
9%

3
6%
11%
13%
25%
25%
11%

4
8%
2%
13%
26%
25%
9%

5
4%
4%
17%
9%
17%
19%

6
2%
4%
17%
8%
13%
32%

7 (Low)
0%
0%
28%
8%
10%
19%

Perceived opportunities and challenges among education market investments
Investment Opportunities
*,"#
*)"#

$("#
$("#
$("#
$("#
$&"#

+*"#

)*"#

)&"#

'("#

&!"#
%"#
$"#

Addressable Market Size
Online Education Model
Availability of "Big Ideas"
Market Growth Rate
Scalable Revenue Models
Visible Revenue Models
Cash Flow Characteristics
CapEx. requirements
Classroom Technology Adoption
Availability of Management Talent
Precedent VC Exits
School District Sales Model
Established Publisher Models
Federal Regulatory Environment
!"# State Regulatory Environment

Investment Challenges
+#$$
&#$$

*(#$$
**#$$
*(#$$
"'#$$
*&#$$
+"#$$
)(#$$

)!#$$
'*#$$
&'#$$

!(#$$
%%#$$
!"#$$

Note: Based on confidential and anonymous SurveyMonkey responses of 56 investors with and without experience investing in the education sector.
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Online Survey Selected Comments: Investors
1) Potential actions from gov’t or foundations to make education more attractive to investment
§ “We need more charter schools where the school can thrive based on performance; more analytics on
what works, best practices”
§ “Change union work rules so that technology innovation can be introduced into public school districts;
make measurement of results a key component (but not the only component) of teacher evaluation and
compensation”
§ “Encourage schools and districts to make investments in commercial education technology (as opposed
to less productive spending on labor or education technologies created and run for government
agencies)”
§ “Turn districts into service providers; give money to schools to experiment”
§ “Government needs to restrain its natural bias against for-profit education...the message sent to
investors and entrepreneurs is perverse – ‘help us innovate and build capacity now, but we'll likely crush
you later if you succeed’”
§ “Allocate more funds for ‘experimental’ technology; create a platform for evaluating successful
outcomes; a measure of efficacy that would allow for comparison of products and services vs. a
standard of care”
§ “Streamline the purchasing and decision making process; policy to stimulate and encourage
progressive adopters of tech or new ideas”
§ “Figure out how to enable new, small K-12 companies broad distribution without having to build a sales
force”
§ “Support companies with the best concepts, ideas and execution rather than favoring non-innovative
competitors who are not-for-profit”
32	
  

Online Survey Summary: Entrepreneurs
§ Entrepreneurs cited investors’ perception of the education market as unattractive and requirements for
rapid scaling as the greatest obstacles to receiving funding
§ Entrepreneurs believe governments and foundations could best serve to increase the industry’s
attractiveness by creating common measurements of outcomes and returns
§ Survey respondents also called for the government and/or foundations to help with buying processes to
bring “clarity on the requirements,” “smarter and more streamlined decision making,” and even to
“broker informed conversations with leading K-12 purchasers for key services;” this help could expand
to “funding modest pilots” or partnerships “providing seed grants [and]…investment to mitigate risk of
new models”
§ Entrepreneurs primarily value investors for their capital and do not necessarily look to them for business
or operational insight
§ Speaking to perceived transferable skills and attractiveness of other sectors, survey respondents noted
they would work in SaaS or Social Media if not education
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Online Survey Results: Entrepreneurs
Perceived biggest obstacles to receiving funding
%%#$
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Perceived actions government and/or foundations could take to make education a more attractive
industry to invest
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Note: Based on confidential and anonymous SurveyMonkey responses of 101 entrepreneurs working in the education sector.
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Online Survey Selected Comments: Entrepreneurs
1) Potential actions to make education more attractive to investment
§ “Stop bashing for-profits”
§ “Increase demand and knowledge of solutions”
§ “Smarter and more streamlined decision making and purchasing”
§ “Stimulate consumer demand for education (US lags world); alter K-12 procurement structure”
§ “Support the demand side of innovation”
§ “Broker informed conversations with leading K-12 purchasers for key services − potentially by funding
modest pilots of viable solutions”
§ “Structure the adoption curve by identifying early customers; issue grants to first adopters of
technology; match venture funds; create a fund of funds”
§ “Foundations could embrace for-profits more, not shun them”
§ “Help validate the importance of OER”
2) Perceived biggest systemic risks to the education industry today
§ “An anti-for profit attitude thinks education is different than other sectors”
§ “Too many independent districts (16,000+) with inefficient and uninformed purchasing and decision
making processes; powerful teacher unions and publishers that stifle innovation”
§ “Teacher education / Colleges of Education - educators don't understand the role technology can play
in improving education”
35	
  

Online Survey Summary: Strategics
§ Amongst strategics, there are no “net promoters” regarding the impact of venture capital and capital
formation (in fact, nearly 40% of respondents passively ranked this a 7 or 8)
§ Survey respondents did point to the positive role of foundations, including Gates (including its work with
Common Core, EdSteps, educational gaming, and Khan Academy), Hewlett (including Open Source)
and the New Schools Venture Fund and Charter School Growth Fund
§ Strategics believe additional capital could most benefit Measurement & Intervention and Interactive
Learning, while it is less oriented for Social Learning (which has featured many freemium models) and
Open Source Solutions (typically non-profit)
§ Survey respondents indicated the greatest risks to the education industry center around:
− Teachers: the lack of “qualified educators” and the negative attitude of schools of education toward
“effective use of technology;” the role of “teacher union power” and “tenure” in the “paralyzing
inertia against change” and the lack of “accountability” and “innovation focused on scale”
− Buying Process: the “lack of understanding and support…for good evidence-driven practices by
suppliers” – if buyers “can’t tell what a well-designed pilot study looks like…then no one will
bother;” “lack of scientific evidence on progress… most of the benefits cited are anecdotal;”
“incumbents are protected from disruptive technology”
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Online Survey Results: Strategics
Perception that venture and growth equity markets can support innovation and capital formation in the
education sector on a scale of 1-10, with 10 highest
%

1 (Low)
0.0%

2
7.5%

3
18.9%

4
7.5%

5
18.9%

6
9.4%

7
18.9%

8
15.1%

9
1.9%

10 (High)
1.9%

Perceived functional areas that would most benefit from additional capital sources
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Note: Based on confidential and anonymous SurveyMonkey responses of 55 strategic executives working in the education sector.
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Online Survey Selected Comments: Strategics
1) Cited examples where foundations have accelerated innovation by providing capital
§ “NewSchools using charters as Petri dish for new products and services"
§ “Gates and Khan Academy”
§ "Open Source via Hewlett”
§ “Common Core, EdSteps via the Gates Foundation, one of the most promising in K-12.
Especially EdSteps”
§ “In fact foundations risk stifling innovations. Education should be a very good business. It is not. Adding
more softness in capital is not the cure”
§ “Several urban-based charter models that show great innovation and promise would never have gotten off
ground without foundation support”
2) Perceived biggest systemic risks to the education industry today
§ “Lack of understanding and support by buyers for good evidence-driven practices by suppliers/
developers. The ecosystem responds to buyers - if they can't tell what a well-designed pilot study looks
like, or even ask for them, then no one will bother”
§ “Teacher (un)sophistication, perpetuated by schools of education who generally do not help their
graduates think about the effective use of technology in various learning environments”
§ “Demand side (funding) needs to be addressed”
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5. INTERVIEW SUMMARIES (JULY/AUGUST 2011)

American Revolution 2.0
Fall of the Wall: Capital Flows to Education Innovation

Live Interview Summary
§ Phil Clough
§ Managing General
Partner, ABS Capital
§ Notable Investments:
– American Public Ed.
– Course Advisor
– Rosetta Stone
– Teachscape

§ “I sort of figure there is too much capital - capital is sort of the last issue. You have the
long list of the issues and mostly it’s a tough world to sell into (i.e. K-12) or break into (i.e.
Higher Ed). But time wears down all of the issues. You need the capital to solve the
fundamental issues of access. We are in a treacherous period right now, but for the longterm, it’s a great place to invest. And unfortunately [for ABS Capital], there are a lot of
firms that think that.”
§ “Its not that we need more entrepreneurs, but people who care.”

§ Elizabeth Corcoran
§ Co-founder and
publisher, EdSurge
§ Former journalist,
Forbes, Scientific
American, and the
Washington Post

§ “This is the most broken marketplace I have ever seen, with a wide chasm between
people developing edtech and those using it. Educators can bring a lot of insight into the
design process. Too often, though, everyone thinks they are an expert on education
because they went to school and doubly so, if they have a child in school.”
§ “The sales channel is a total train wreck. Entrepreneurs don’t know how to get to their
customers and customers don’t know how to find product or articulate their demands.
Vendors have to do crazy, counter-productive things to try to get to the buyers.”
§ “Market data is extremely scarce and expensive.”
§ “Education has lagged in terms of large liquidity points, to attract further capital. Industry
needs to show there are positive exit points.”
§ “At the seed level, there is a lot of capital with the growth of Imagine K12, Startl,
foundations, angels.”

§ Michael Crosno
§ Founder and CEO,
myEdu
§ Former CEO,
Global 360
§ Former CEO,
Epicentric

§ “The critical factor is less about capital and more about the lack of talented engineers
and executives.”
§ “The unpredictable buying patterns in K-12 make it too difficult to scale.”
§ “VC’s are extremely leery of the B2C education market. Companies need a 50 million end
user market.”
§ “How many experienced CEOs want to run an education business? Not many.”
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Live Interview Summary
§ John Couch
§ VP Education,
Apple Education

§ "I'm not seeing capital as an impediment for innovation, but more so for the traditional ways
of doing things in education. I work closely with the teams at Sequoia and Kleiner [Perkins],
they're funding a number of education companies. The truly innovative companies are going
to get funded. Companies that make minor improvements to things we've already seen
most likely won't – we don't need them."
§ "We're seeing two fundamental shifts in the way we leverage technology: the proliferation of
digital content across websites, textbooks and iTunesU and the broader paradigm shift from
the PC to mobile devices. Mobile is a new alternate model for traditional content.”
§ "We're about to see a rise in what I'm calling ‘free-agent learning.’”
§ "Publishers are going to have culture shock. No one has programmers, but innovation
means they won't have to - they'll need someone to manage interactive, digital content.”

§ Jose Ferreira
§ CEO and founder,
Knewton
§ Former executive,
Kaplan

§ "Personalized adaptive learning is the future of education. Content needs to be decoupled
from the textbook and delivered to student as prescribed."
§ "Investors must see an entrepreneur has the talent and idea to be disruptive and scale."
§ "Technology platforms need to be created that produce network effects - driving
participation by students, faculty, parents, and education apps."
§ "Having an information system that allows the education ecosystem to measure outputs,
teacher effectiveness and ROI is crucial to see acceleration of the market.”

§
§
§
–

§ “There is a critical need for innovation in all segments of the education market, but there
remains a few impediments to capital flows including governmental regulation. The
education market is capital and labor intensive and has been slow to change historically.
Technology will continue to impact content/information sharing and delivery and will create
disruption and innovation. As this occurs, the education industry will attract more
entrepreneurial activity and greater investor interest.”

William Ford
CEO, General Atlantic
Notable Involvement:
Trustee, Amherst
College
– Trustee, Rockefeller
University
– Trustee, The
Collegiate School
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Live Interview Summary
§ Miles Gilburne
§ Chairman and CEO,
ePals
§ Former Head of
Strategy, AOL

§ “I would have felt differently about this a year ago, but we are standing at the beginning
of the recognition that education is undergoing a rapid transformation.”
§ “There are two primary capital droughts in the education landscape: any business that
requires dollars or formal adoption from schools systems, does not get funded; and
anything that relies upon tech transfer from universities.”
§ “But everything else appears well funded: new curriculum for home, tutoring, learning
games, anything consumer centric and certain tools used by publishers – these all can
get money (or acquired). Of course, these models all assume you give it to the school.”

§ Paul Graham
§ Co-founder,
Y Combinator

§ “Education is not one of the categories that start-up investors look at. Until Imagine K12, it
was really hard because an education start-up could not get early-adopter users. With
education, the question is how do you convince schools to use your stuff?”
§ “It isn’t that Imagine K12 is focused on education, but that they have a captive audience
with the 80-odd charter schools signed on to use the start-ups’ software. So finally
education start-ups have early adopters.”
§ “Sales processes like enterprise sales in technology, only worse.”

§ Jonathan Harber
§ CEO K12 Technology,
Pearson
§ Co-Founder and CEO,
Schoolnet
§ Former founder,
KinderActive and
NewKidCo

§ “In the late 1990’s, we saw a bubble that floated up out of the internet. Then, two to three
years ago, there was inadequate capital. Today, there is probably more money chasing
bad ideas.”
§ “I don’t think we are seeing new technologies: Facebook wasn’t new, just a new way of
using existing technology.”
§ “In K-12, it is about achieving scale - scale is the most important reform. Anything that
creates a real market rather than undermining it is the most transformative change that
can be done.”
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Live Interview Summary
§ Alex Hernandez
§ Partner, Charter School
Growth Fund

§ “No one has figured out how to capture network effects.”
§ “How can we better engage Sand Hill Road? They will come after more winners emerge –
we need a couple big exits.”
§ “A fund needs to be created where investors get money back and then participate with
the Fund manager so as to create a longer term horizon with lower hurdle returns. Such a
structure would create “patient capital” while aligning incentives for the investors, fund
managers and portfolio companies.”

§
§
§
§

Eric Hippeau
Angel Investor
Partner, Lerer Ventures
Former CEO,
The Huffington Post
§ Former Managing
Partner, Softbank
Capital

§ “The education market is ripe for disruption. It has been for the past 15 years. The issue
is ingrained, self-interested parties including unions, public school bureaucracies, and
parents.”
§ “I am seeing some great education ideas – especially lately. Social is the driver. Self
help and collective/peer-to-peer learning and game mechanics are big. I’m about to
invest in a K-12 education play because it avoids the school system.”
§ “If you could get the big interested parties to agree on modernizing curriculum and
decoupling the old textbook model, then you could have more startup disintermediation.”
§ “If it truly was a free market then it would have been transformed. It’s a monopoly.”

§ Chris Hoehn-Saric
§ Senior Managing
Director, Sterling
Partners
§ Notable Investments:
– Connections
Academy
– Educate Online
– Educate
– Laureate Education
– Meritas

§ “The number one issue that drives innovation is market structure. That is what drives
capital availability. What are the rules and regulations, literally, plus behavioral rules?
How are decisions made? This is absolutely the most critical issue to capital coming into
education. If we invented a pill right now that made every kid 20% smarter, we couldn’t
sell it because there is no budget for it.”
§ “The number two issue that drives innovation is predictability. If a market is always in a
changing climate (reading, whole school reform, etc.), then there is no way to invest.”
§ “The young innovative companies are interesting. They have chosen to go outside the
regulatory climate.”
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Live Interview Summary
§ Michael Horn
§ Co-founder and
Executive Director,
Innosight Institute

§ “Every education entrepreneur seems to decry the lack of capital, but it strikes me as not
a lack of capital, but lack of sufficient business plans to attract such.”
§ “Every product company that seeks to sell district by district without an innovative plan
always runs into the same inability to scale and so of course, there is no capital. Injecting
capital as some bridge only creates a bubble.”
§ “Generally when new industries burst, vertical, highly-integrated players work. K12, Inc. is
dominating its market, but if it produces good results for students, why should we care
what it looks like?”

§ Mitch Kapor
§ Founder, Kapor Capital
§ Notable Investments:
– EduLender
– ePals
– Inkling
– Magoosh
– MindSnacks
– Motion Math
§ Founder, Lotus
Development
Corporation

§ “Lack of capital is nothing more than a marginal factor in the grand scheme of education
innovation. It would be at the bottom of my list of issues. The biggest issue facing the
industry today that needs to be addressed is institutional reform.”
§ “New hardware like iPhones and iPads have opened new markets and smooth some
institutional sales barriers.”
§ “Blended learning models can really drive change in a cost effective way.”
§ “We need to use online offerings to allow teachers to do what they are good at – the
teacher as a coach – with analytics telling teachers when students are stuck.”
§ “Talent flow into the education industry is changing dramatically. As programs like
Imagine K12 and the Bay-Area Edtech meet-ups continue to evolve and expand, there
should be a shift in the infrastructure that results in more disruptive companies attracting
top-level talent that bring the virtues of Silicon Valley to education.”

§ Jon Katzman
§ Co-founder and CEO,
2Tor
§ Founder and former
CEO, Princeton Review

§ “To a degree access to capital is an issue (more in K-12) but it is all due to the fact there
is not a coherent marketplace…and capital is chasing this, but it would be far better if
there was some centralized means of reaching consumers/buyers. Investors have funded
K-12 schools, but no one has funded any market, to enable side by side comparison of
publics, charters, virtuals, privates, parochials, etc.”
§ “Anyone seeking to do K-12 content will face a skeptical market, due to issues in sales
and marketing. This is so expensive, that the text book companies have a huge
advantage.”
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Live Interview Summary
§ Erin Knight
§ Open Badges Project,
Mozilla Foundation

§ “There are different spheres: formal or in-school education and general learning (informal,
self-directed). The opportunities and connections afforded by the web (OER, social
learning) makes the 'learning' sphere very relevant to Mozilla.”
§ “The two biggest constraints are: assessment and teacher effectiveness.“
§ “Currently, assessment leads to formal accreditation and other often abstract ends of
formal learning. Badges will be a more comprehensive and granular representation of
achievements, skills and qualities – but we need help with badge assessment.”
§ “What is a good teacher and how do we educate others about this? Once teachers are
truly measured on outcomes, then real change is going to come.”

§ Michael Krupka
§ Managing Director, Bain
Capital Ventures
§ Notable Investments:
– Jostens
– LalaMedia
– myEdu
– The Learning Co.
– The Princeton Review
– Vonage

§ “Although it is possible additional capital may catalyze innovation, it is not likely. The
issue is less about capital going in and more about getting users to adopt new
technologies. The sales process makes is harder for companies to get big. More capital
is not the solution”
§ “Vis-à-vis other sectors, the opportunity in education is less broad. Generally, the level of
talent in education companies is not nearly as strong as in other sectors.”
§ “What some market participants propose is that great engineers and lightweight code
can transform education as it has everything else. Maybe, but will legacy purchasing
issues and lack of IT support to maintain the technology allow these efforts to be
successful?”

§ Alan Louie
§ Co-founder,
Imagine K12
§ Early leadership
positions at Google,
Netscape, Infoseek, and
Shutterfly

§ “15 years ago, 10 years ago, even 2 or 3 years ago, market and technical dynamics were
such that you couldn't create a big, important company in K-12 education ala Google,
Facebook, etc.”
§ “We need much more engineering talent in education market.”
§ “Big time engineers can be attracted to the education market today, as engineers like to
solve really hard, really worthwhile problems.”
§ “[As] with mosquito nets…in Africa,…there is a case to be made to seed the market right
now as it’s just bubbling up. What the industry needs is new models, new breakthrough
ideas that can compete on their own - but an interim step could serve some purpose.”
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Live Interview Summary
§ Jordan Meranus
§ Partner, New Schools
Venture Fund
§ Notable Education
Investments:
– Academy for Urban
School Leadership
– Acelero Learning
– Achievement Network
– Better Lesson
– Mastery Charter
Schools
– Presence Telecare

§ “The growth in the number of ideas and entrepreneurs is massive. Almost all of those
entrepreneurs with really good ideas have found access to capital. There are many
more channels for funding and, while extremely messy, folks are finding their way
through them, though often with a lot of sweat equity and time.”
§ “The issue we’re seeing more is the inability of those in the capital markets to distinguish
what they are seeing. With so many more entrepreneurs starting companies focused on
education, one real challenge is that very few funders have pattern recognition and thus
are not as well positioned to identify those that have the most promise and perhaps most
important provide significant domain support.”
§ “I am on a few boards of for-profit education companies with more traditional venture
funders. More funders are spending an increasing amount of time looking at education
and have become more comfortable with 5+ year horizons. This type of patience is
critical in the education sector.”

§ Michael Milken
§ Co-Founder and
Chairman, Knowledge
Universe

§ “There is probably no other field where people have invested so much of their own
money. There is always capital. The question is a much different one and that is, ‘does
what they do make any sense?’”
§ “Whether for profit or nonprofit, people can put up money to do things, but they might be
starting with a failed plan.”

§ Dr. Roy Pea
§ Director, Stanford Center
for Innovations in
Learning
§ Professor of Education
and the Learning
Sciences, Stanford
University
§ Co-founder, Teachscape

§ “There is not enough early stage capital to get from idea to implementation (where VC’s
want the company to be). There is appetite from Imagine K12, but I don’t think that is
going to be sufficient and is California focused.”
§ “There is a real opportunity that hasn’t existed in a longtime, but most of this activity is
‘out of school’ given depression over inertia in school districts.”
§ “The closer your company gets to delivering a measureable benefit, the more attractive it
is to be funded. It’s just a whole new day in measurement.”
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Live Interview Summary
§ David Phillips
§ Principal,
Providence Equity
§ Notable Education
Investments:
– Archipelago Learning
– Ascend Learning
– Blackboard
– Edline

§ “The issue is not capital, but adoption by the schools.”

§ Matthew Pittinksy
§ CEO, Parchment
§ Co-founder, Blackboard

§ “I’m struck by the number of institutional investors who say they follow education and
have two to four companies in their portfolio.”
§ “In 1997, the education market was not attractive. It was a challenge to raise capital and
the bubble overshadowed education. Now it feels like the bubble except I’m more
impressed by the level of knowledge in the industry and the volume of good ideas”
§ “I have a massive wave of inbound calls from investors.”
§ “We need to spend more time understanding the structural barriers rather than capital.”

§ Osman Rashid
§ Co-founder and CEO,
Kno
§ Co-founder and CEO,
Chegg

§ “In both the K-12 and Higher Ed markets, most funding that I am seeing is going into
direct-to-consumer companies. It is very likely that these are companies that will change
the K-12 infrastructure.”
§ “Education has had a stigma in Silicon Valley for a long time. It is too painful to deal with
the school systems from the sales perspective.”
§ “We wanted Chegg to be king of textbook rentals. The problem was so basic and
people identified with it. We offered students a clear value proposition.”
§ “Why have digital books taken off but not digital textbooks?“
§ “I am totally optimistic regarding education - the mistake may be looking for the one ‘big
idea’ since we need to work through many iterations to get to the right solution.”
§ “Community colleges are a great place to start – they have 1/3rd of the U.S. Higher Ed
students. Innovative technology can fundamentally change the way they learn.”
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Live Interview Summary
§ Phil Regier
§ Executive Vice
Provost and Dean,
ASU Online

§ “Access to capital is a huge differentiator between the for-profit and non-profit sectors. Nonprofits may employ thousands of employees, but the resources at the margin can be
negligible. One advantage of partnering with for-profits is their ability to fund losses in early
stages of projects.”
§ “If you are really good at gaming, you can make vastly more money in the consumer market
relative to the education market. We approached Zynga to modify Farmville for educational
purposes and – not surprisingly – they expressed no interest.”
§ “In the US there are approximately 2300 public and private four-year colleges and
universities. Perhaps 250 of those are nationally branded. Given that level of competition and
that type of industry, delivering outputs is absolutely necessary to demonstrate quality.”

§ Andrew Rosen
§ Chairman and CEO,
Kaplan
§ Formerly CEO of
Kaplan Higher
Education, President
of Kaplan University

§ “It seems pretty apparent that there is plenty of money out there for small start-ups in nonregulated areas of education, but investors are avoiding areas with intense regulation."
§ “It's somewhat ironic, but regulatory issues have taken investment money away from people
who want to serve low-income students or create innovation for a low-income population.
Now, groups are jettisoning their low-income focus to just get students in the door who can
graduate.”
§ “If there is a gap, it is one created by the regulatory environment, which has moved away
from creating access to low-income and underserved students.”
§ “The world doesn’t need more benevolent venture capital, but market incentives that
encourage more measurement of outcomes and incentives towards better outcomes. When
those incentives exist, the market will address the real problems.”

§ William Sahlman
§ Senior Associate
Dean for External
Relations and
Professor, Harvard
Business School
§ Introduced
Entrepreneurial
Finance and
Entrepreneurial
Manager courses

§ “Unlike financial payments, education simply does not provide that type of opportunity.”
§ “Almost always, money follows people and ideas - it does not create them. Great people and
ideas always get money - what varies are just the terms.”
§ “So the question is, are there enough great teams and ideas out there that can scale and have
impact? If so, the money would flow.”
§ “While it is ‘risk’ capital, there are certain types of uncertainties that detract investors and
education has this.”
§ “The fundamental distinction between education and healthcare relates to IP protection and
available margins. If a team has a proprietary product, they can make billions of dollars. There
are certainly uncertainties about exact reimbursement rate, but the worst of the outcomes still
supports a viable company.”
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Live Interview Summary
§ Dr. Charles Shackett
§ Superintendent,
Bonneville School
District#93 (Idaho)

§ “The state legislature replaced teacher tenure with 1 and 2 year contracts. We have introduced
pay for performance with 50% of teacher evaluations based on student achievement factors, not
contracts.”
§ “Funding cuts can be a motivating force. We just started the eCenter online high school
(targeting drop-outs) and a Virtual Academy. With the cost of education somewhat below
funding, this can help restore funding to the overall system.”
§ “Given K12’s monopoly, the prices we pay for their courses are high. It would be great for
another competitor to emerge.”
§ “By 2013, every student is to be given a laptop, but textbooks online are not cheap – obviously
they have a lot invested in them, but it is not a cost savings substitution.”

§ Adarsh Sarma
§ Managing Director,
Warburg Pincus
§ Notable Education
Investments:
– Bridgepoint
Education
– iParadigms

§ “The biggest challenge as investors in K-12 technology is understanding how the business
can scale. Institutional distribution to K-12 schools is really difficult and can take a long time.
Additionally, funding is volatile, creating challenges for revenue predictability. For those
reasons, the higher education sector is a better buyer of technology than the K-12 sector is.
Based on what we have seen to date, for technology companies in the K-12 industry,
getting to $30 million in revenues is ambitious, $300 million would be heroic.”
§ “The other route for education technology companies is to penetrate the direct-to-consumer
market. However, in that model, marketing costs for adoption and timelines need to be
considered.”
§ “Even within the K-12 market, capital is not the issue, as investors recognize the potential
opportunity.”
§ “We believe the government directing funding to enduring public-private partnerships could
have a tremendous impact.”
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Live Interview Summary
§ James Shelton
§ Assistant Deputy
Secretary,
Innovation and
Improvement, U.S.
Department of
Education
§ Former program
director of the
Education Division,
Bill & Melinda Gates
Foundation

§ “I see significant gaps in the market. Among angels, there is often a lack of sophistication
and personal interests drive objectives, versus a deeper understanding of learning and user
needs. In later stages, it’s been a slow, arduous process. Many investors still do not perceive
the sector as attractive. Some would say there are foundations here to fill the gaps, but I do
not – this [funding K-12 ventures] seems an idiosyncratic, slow and painful process.”
§ “And proportionate to the size of education overall, we are underrepresented in terms of
investment and R&D, which has a dramatic long term impact on learning and innovation”
§ “K-12 suffers from a lack of information – you don’t know if you are actually buying a better
product or making a decision based on a hunch.”
§ “Slow and unpredictable K-12 procurement and market fragmentation prevent the sector from
attracting more capital. Parental buying of supplemental education shows there is more
demand.”

§ Arthur Vanderveen
§ VP, Business
Strategy &
Development,
Compass Learning
§ Former Chief of
Innovation at New
York City
Department of
Education

§ “The lack of demand for next-generation learning models among school districts is a barrier
to innovation—without large scale demand for new models, you can’t drive providers to
innovate.”
§ “The need to deliver products and services at scale forces large school districts to work with
the largest players. Even when they want to work with small companies, inflexible
procurements processes make it nearly impossible. This is a structural issue preventing
innovation.”
§ “Innovative large districts are trying to remove barriers to working with smaller players. One
strategy is to actively communicate the district’s needs and priorities in ways that reach
smaller companies—through start-up incubators and crowd-sourcing platforms. If innovative
start-ups understand a large district’s needs and requirements, they will be more likely to
invest their limited R&D resources into solutions for K-12 due to the large potential market.”

§ John White
§ Louisiana Education
Superintendent
§ Former NYC Deputy
Chancellor

§ “I am always surprised by the low hanging fruit of opportunities for technology in education,
and how little is actually explored. I attribute this to the following:
– The Culture of ‘No’ within this bureaucratic industry;
– Structural Issues of K-12 Purchasing/ Provisioning/Processes and Restrictions on Funding
(i.e. what the money can and can’t be spent on) limit investments in infrastructure; and
– The needs of schools are generally neither articulated nor entirely evident.
– There is a need to create customers.”
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6. UNIQUE ELEMENTS OF 2011 AND BEYOND:
CAN WE AVOID ANOTHER BOOM AND BUST CYCLE?

American Revolution 2.0
Fall of the Wall: Capital Flows to Education Innovation

A Confluence of Catalysts Has Made the Education Sector
More Attractive to Investors and Innovators
School and
Institutional

Drive for accountability
Open Educational Resources
Foundations as “Change Catalysts”

Budget constraints drive changes in approach
Federal “Race to the Top” and NCLB incentives
Disintermediation of the traditional
sales model

Capital
Markets

Successful exits
Education dedicated funds
Role of super angels and incubators
Tier I VC’s entering and re-entering the market

New business models offer new promise
Foundations as change agents

Common Core Standards
Charter schools as early adopters

New strategic players

Influx of entrepreneurs and school leaders

The first signs of network effects

New incubator models encouraging
engineering talent

New technologies have scalability
“Cheap” technology

Startup activities and business plan competitions
Teach for America elevating education as elite
career path
New talent entering the market from
successful tech careers
Tech savvy students, parents
and teachers / professors

Human Capital

Mobile devices
Open source solutions reduce cost
Unlimited bandwidth
Wired classrooms
Cloud technologies

Technology
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The Classes of 2010–2012 Are Causes for Optimism
As compared to the 1999-2000 period, the current level of investment activity reflects more
proven management and business models as well as more nuanced investor interest
§ They reflect the participation of top venture capital and growth firms, including many new
names
§ They reflect a broad range of business models including key disruptors
§ They reflect new talent entering the sector
§ Super Angels have become key Series A funding sources
§ Incubators and business plan competitions have spurred investment
§ The entrepreneurial ecosystem in education has definitely strengthened
§ But this will all come to naught if the market impediments are not relieved or alternative
routes to scale discovered
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Startup Activity Has Geographic Diversity
Spawned By Many Startup Initiatives
This Has Benefited Education as it Has Other Sectors
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Top Tier VC’s, Super Angels and Growth Investors Have
Re-Entered the Market in 2008-2012
§
§
§
§

Fidelis College (2011)
Knewton (2008-2010)
LearnVest, Inc. (2010-2011)
peerTransfer (2011)

§ EnglishCentral (2009)
§ Grockit (2010-2011)
§ Simpletuition (2009)
§ 2Tor (2009-2012)
§ Cornerstone OnDemand
(2007-2009)
§ FlatWorld (2010)
§ LearnBoost (2010)
§ Piazza (2012)
§ Knewton (2009-2011)
§ MyEdu (2010)
§ Grockit (2007-2011)
§ Edmodo (2011)
§ The Minerva Project (2012)
§
§
§
§

Altius Ed (2010)
CampusLive (2011)
LearnBoost (2010)
Udacity (2012)

§ Airy Labs (2011)
§ Chegg (2008)
§ Tree House Education (2008-2011)
Note: only includes investments made since 2008 (2007 for Bessemer and Benchmark).

§ Edmodo (2011)
§ Treehouse (2011-2012)
§ UniversityNow, Inc. (2012)
§ 2Tor (2010-2012)
§ BetterLesson (2011)
§ Campus Live (2011)
§
§
§
§
§
§
§
§
§

Desmos (2011)
EduLender (2011)
Inkling (2010-2011)
Magoosh (2011)
MindSnacks (2011)
Motion Math (2011)
Piazza (2012)
SendHub (2012)
UniversityNow, Inc. (2010-2012)

§
§
§
§
§

Callaway Digital (2010)
Chegg (2008 - 2012)
Codecademy (2012)
Coursera (2012)
StudyPlaces (2008)

§
§
§
§
§
§
§
§
§

Acceptly (2012)
Desmos (2011)
Edmodo (2010-2011)
Formative Learning (2011)
LearnZillion (2012)
MasteryConnect (2011)
OneSchool (2012)
ShowMe (2011)
Verbling (2012)
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Top Tier VC’s, Super Angels and Growth Investors Have
Re-Entered the Market in 2008-2012
§ Altius Ed. (2009-2010)
§ General Assembly (2011)
§ KidZui (2010-2011)
§ Latimer (2010)
§ LiveMocha (2009-2011)
§ peerTransfer (2011)
§ Lumos Labs (2011)
§ Apangea (2011)
§ BetterLesson (2011)
§ Moodlerooms (2010-2011)
§ 2Tor (2009-2012)
§ Capital Schools (2009-2010)
§ Parchment (2011-2012)
§ Fidelis College (2011)
§ PlaySay, Inc. (2011-2012)
§ Spectrum K12 (2008)
§ Starfish Retention Solutions
(2008)
§ UniversityNow, Inc. (2010-2012)
§ Coursera (2012)
§ EverFi (2010)

§ BookRenter (2010-2011)
§ iProf (2011)
§ Lumos Labs (2011)
§ 2Tor (2009-2012)
§ Coursekit (2011)
§ Inkling (2010-2011)
§ Piazza (2011)
§ TutorVista (2006-2008)
§ Tutorspree (2011)
§ 8D World (2009-2010)
§ Academia.edu (2010-2011)
§ Altius Ed. (2009-10)
§ peerTransfer (2010-2011)
§ Skillshare (2011)
§ Everfi (2010)
§ Fullbridge Inc. (2012)
§ Instructure (2011)
§ Codecademy (2011-2012)
§ Edmodo (2011)
§ Skillshare (2011)
§ iParadigms (2008)

Note: only includes investments made since 2008 (2006 for Sequoia).
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Strategics Have Also Returned to Investing in Education
§ Sophia (2011-2012, acquired
in 2012)

§ ePals (2011)

§ ePals (2011)

§ Inkling (2011)
§ Unigo (2011)

§ Airy Labs (2011)
§ EnglishCentral (2009-2010)
§ Smarterer (2012)
§ Stickery (2011)

§ Knewton (2011)
§ Tabula Digita (2009)
§ TutorVista (2009-2011,
acquired in 2011)

§ Kno (2011)
§ DimensionU/Tabula Digita
(2010)
§ Global Talent Track (2009)
§ Kaltura (2010)
§ Vriti Infocom (2008-2010)

§ Flatworld (2010)
§ UniversityNow, Inc. (2012)
§ University Ventures (2012)

§ Web Int’l English (2010)

§ Fingerprint Digital (2011)

Note: only includes investments made since 2008.
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U.S. Education Deal Velocity From Top Investors:

Accel, Andreessen Horowitz, Bain Ventures, Benchmark, Charles River Ventures,
Foundation Capital, Greylock, Highland Capital, Index Ventures, Kleiner Perkins,
New Enterprise Associates, Sequoia Capital
24
$171.8

$150

18

$134.6

$105.3
$100

12

$88.5

$50

6

$0

Aggregate Transaction Volume

Transaction Value (US$ Millions)

$200

0

2009

2010

2011

1H 2012

Transaction Volume and Value by Top Investors (US$ Millions)

Transaction Volume
Transaction Value

2009

2010

2011

1H 2012

4

11

17

11

$88.5

$134.6

$171.8

$105.3

Note: Deal volume and values based on internal GSV Advisors data. While indicative of overall trends, certain undisclosed transactions may be
excluded.
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Improving the Entrepreneurial Ecosystem in
Education: Imagine K12

Palo Alto-Based Incubator Focused on Start-Ups in the K-12 Education Sector
Partners:
§ Tim Brady: Former CEO of QuestBridge, Chief Product Officer of Yahoo!
§ Alan Louie: Ran strategic projects at Google, various sales and business development
roles with Netscape, Infoseek, Shutterfly and Network Computing Devices, and Kontiki
§ Geoff Ralston: Former CEO of Lala Media, Inc, VP of Engineering at Four11 Corp., SVP
and General Manager of Yahoo!’s Communications Business Unit

Exclusive focus on K-12
education technology
companies

Demo day with participation
from leading startup investors

Participation from prominent
CEOs like Reid Hoffman, Reed
Hastings, Jeff Weiner et. al.

3 month immersive program.
Cohorts receive seed funding
($15K to $20K), Imagine
receives 6% stake

Partnerships with charter and
public schools, education
platform companies

1st cohort: 200 applications, 10
accepted -- 7 have received
funding to date

Summer 2011
Class #1
ü
ü
ü
ü
ü
ü
ü

BrainNook
Class Connect
ClassDojo
Educreations
Eduvant
Eleven Learning
Formative Learning
(nka BloomBoard)
ü Goalbook
ü Remind101
ü TutorCloud	
  
Winter 2012
Class #2
ü
ü
ü
ü
ü
ü
ü
ü
ü

Braingenie
Edshelf
InstaGrok
Hapara
LearningJar
Learnsprout
Socrative
Tap to Learn
TeachBoost

Note: Companies in bold have received outside funding in addition to Imagine K12 seed money.
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Improved Investor Dynamics: The PayPal Effect in Education
§ In an analogue to the “Paypal effect” in technology, a few companies including Blackboard, Kaplan, and
Edison Schools have spawned legions of alumni who provide new leadership talent to the sector
Blackboard

Kaplan

§ Greg Davies – Presidium Learning

§ Mark Coggins – Carrick Education

§ Todd Gibby – Intelliworks

§ Jeffrey Conlon – Everspring Inc.

§ Matthew Pittinsky – Parchment

§ Sari Factor – Education 2020

§ David Yaskin – Starfish Retention Solutions

§ Jose Ferreira – Knewton
§ Steve Fredette – BARBRI, Inc.

Edison Schools

§ Beth Hollenberg – Everspring Inc.

§ Richard Barth – KIPP Foundation

§ William MacPherson – QA Ltd

§ Chris Cerf – New Jersey Commissioner of Education

§ Josh Reibel – Wireless Generation

§ Justin Cohen – School Turnaround Group

§ Charles Thornburgh – Civitas Learning

§ Kathy Hamel – Charter School Growth Fund

§ Rob Waldron – Curriculum Associates

§ Deborah Kenny – Harlem Village Academies

§ Jessie Woolley-Wilson – DreamBox Learning

§ Deborah McGriff – NewSchools Venture Fund
§ Dr. Leroy D. Nunery II – School District of Philadelphia
§ Joel Rose – New Classrooms Innovation Partners
§ Jim Shelton – U.S. Department of Education
§ Adam Tucker – Bill & Melinda Gates Foundation
§ Gene Wade – UniversityNow, Inc.
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Other Factors That Have Improved the Sector’s
Attractiveness To Investors
§ As noted earlier, we believe there has been a confluence of catalysts that have caused the revival in
investing and the proliferation of innovative ideas
§ Notable factors include:
– Greatly improved capital efficiency that has driven declines in the level of capital raised per
venture and growth financing transaction
– In 2010, 2011, and 2012 there have been many exits throughout education at attractive valuations
as shown in the subsequent pages -- notably most are M&A transactions
– Network effects and scalable models
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Improved Investor Dynamics

Reflecting Greatly Improved Capital Efficiency, Capital Raised Per
Transaction Declined Precipitously From 1999-2001 Heights

Avg. Private Placement Size US$ Millions
(Disclosed Transactions)

$24.0

1999-2001 Average: $16.5m
$21.1

$20.0
$15.4

$16.0
$13.0

2010-2011 Average: $8.3m

$12.0
$7.6

$9.0

$8.0

$4.0

$0.0
1999

2000

2001

2010

2011

Note: Averages are calculated on transactions with announced deal values only. Undisclosed transactions are excluded from average. Deal
volume and values based on internal GSV Advisors data. While indicative of overall trends, certain undisclosed transactions may be excluded.
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U.S. Public Market Cap

After Rising 30.2% (CAGR) From 1995-2000, Aggregate Public Market
Value Has Been Relatively Flat Since 2003 (US$ Billions)
Publishers and post secondary companies continue to dominate market capitalization

Public Market Value (US$ in Billions)

$76

Internet Bust
2001-2002

$71

$72

$2,000

$73

$68

$66

$52
$44

$40.0

$20.0

$61

$56

$60.0

$15

$20

$60

$55

$45
$41

$1,500

$1,000

$27
$500

$0.0

Closing Index Price (US$)

VC & Growth
Funding Peak
1999-2000

$80.0

$0
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Educational Publishers
K-12 and Childcare

Higher Education
Corporate Learning

Software
S&P 500 Index

Measured at calendar year end or last trading day of calendar year.
Note: Educational Publishers includes: Harcourt, Houghton Mifflin, John Wiley, McGraw-Hill, Pearson, Peoples Educational, Scholastic, Steck-Vaughan, and Washington Post / Kaplan as
of 2003 (Thomson and Reed Elsevier excluded).
Higher Education includes: American Public, Apollo, Argosy, Bridgepoint, Capella, Career Ed., Corinthian, DeVry, Education Mgmt, EduTrek, Grand Canyon, ITT, Lincoln, National
American, Princeton Review, Quest, Strayer, UTI and Whitman.
Software (Non-Corporate) includes: Archipelago, Blackboard, Cambium (ProQuest), Davidson and Associates, Dynavox, eCollege, Higher One, Leapfrog,
Lightspan, Logal Educational Software, NCS, Plato, Promethean World, Questar, Renaissance Learning, RM, Rosetta Stone, Scientific Learning, SMART and Tyler Tech.
K-12 and Childcare includes: Bright Horizons (Corp. Family), Edison, K12, Kindercare, Learning Care (Childtime), New Horizon Kids Quest, Nobel, School Specialty, Sylvan, Tesseract,
and The Learning Company.
Corporate Learning includes: Caliber, Centra, Click2Learn, Computer Learning Centers, DigitalThink, Eloquent, Forefront, Franklin Covey, GP Strategies, Healthstream, LearningTree,
Learn2.com, Mastering, NEC, New Horizons, ProsoftTraining.com, Provant, Saba, SkillSoft, SmartForce (CBT), SumTotal and Vcampus (University Online).
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The Net Impact of IPOs, LBOs and Strategic Acquisitions
on Education Market Capitalization (US$ Billion)
$3.0

IPO’s
Strategic Sales
LBO’s

$2.4
$2.1

$1.9

$2.0

Change in Public Market Value (US$ in Billions)

Reductions to Public
Market Cap

Additions to Public
Market Cap

In The Last Decade, Sales and LBOs have eclipsed IPO activity

$1.5
$1.0

$1.0

$0.9

$(0.2)
$(0.8)

$1.2
$0.8

$0.4

$0.2

$0.0

$1.4

$0.8

$0.2

($1.0)

$1.6

$1.3

$0.4

$0.0

$(0.0)

$(0.1)

$(0.2) $(0.2)
$(0.6)

$(0.9)

$(0.7)

$(0.9)

$(1.1)

$(1.3)
($2.0)

$(1.9)

($3.0)

$(2.7)

$(2.8)

($4.0)
($5.0)
$(5.8)

($6.0)
1995

No. of IPO’s
No. of Sales, LBOs

4
0

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

6
1

4
2

5
3

5
1

6
3

1
6

1
2

2
4

5
3

1
3

1
3

2
2

1
1

5
1

2
2

0
3

Total
‘95-’00 ‘01-’11
30
21
10
30

Note: Deal values based upon prior year market capitalization; numbers will not foot to prior Public Market Value analysis given the stock price
appreciation of remaining public companies.
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Exit Options Are Critical For a Healthy Investment Climate
But IPOs Have NOT Been a Reliable Exit for Investors
As IPO thresholds have risen (from a median market value of $252mm in the 1990s to $554mm in the
2000s), IPOs have become less viable, particularly in education where scale has been difficult to achieve
$3.0
$2.4

Public Market Value
(US$ in Billions)

$2.5
$2.0

$1.6

$1.5

$1.5

$0.2

$1.4

$1.3

$1.0 $0.9

$1.0

$0.5

$2.1

$1.9

$1.2

$0.8

$0.8

$0.4 $0.4

$0.2

$0.0

$0.0

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Number of IPO’s
K-12
Higher Ed
Corporate & Other
Total
Avg. IPO Size

1
–
3
4
$57

1
1
1
1
–
–
–
–
2
–
–
1
–
2
–
2
2
1
2
–
1
–
1
–
1
1
1
1
–
–
3
1
3
2
6
–
1
1
3
–
–
–
–
3
2
6
4
5
5
6
1
1
2
5
1
1
2
1
5
2
$405 $240 $189 $297 $325 $208 $1,317 $415 $315 $359 $373 $721 $821 $421 $589

Total
‘95-’00 ‘01-’11
–
5
5
–
7
6
–
18
10
–
30
21
NA $252 $554

Note: K-12 and Higher Ed include associated educational technology and content providers; Total includes Corporate Learning and Educational
Publishers.
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Select Education IPO Success Stories
§ While IPOs have been few and far between in the sector, there are some notable successes. If we look
very simply at total investment net of dividends and calculate a “return” based on valuation at IPO, the
following companies delivered strong returns from investment to IPO
§ Additionally, unlike the experience in the late-1990s/early 2000s, these companies all showed positive
performance a year later versus earlier IPOs
Invested Capital
Company

Gross

Divs

American
Public

$28

–

Year of Initial
Investment /
Year of IPO

Holding
Period

Revenue
at IPO

ABS Capital, Camden Partners

2002 / 2007

5 years

$61

Investors

Multiple of
Capital
Invested
12.2x

Market Cap
At IPO
$341

1 Year
After IPO
$820

Bridgepoint

$13

$7

Warburg Pincus

2003 / 2009

6 years

$264

44.6x

$558

$1,432

Capella

$82

$73

Forstman Little, Insight Venture,
TCV, Maveron, Putnam, TH Lee,
ThinkEquity

2000 / 2006

6 years

$171

33.7x

$307

$1,242

Grand Canyon

$54

$95

Endeavour Capital, Management

2005 / 2008

3 years

$141

NM1

$525

$891

Club Circle Partners, Hanseatic
Corporation, Jerome Capital,
Lightyear Capital, North Hill
Ventures, Sachem Ventures

2000 / 2010

10 years

$99

8.2x

$661

$1,026

Knowledge Universe, Constellation
Ventures, Tisch Family, and others

2000 / 2007

7 years

$162

14.6x

$491

$524

Higher One

$81

–

K12, Inc.

$40

$6

1

Multiple not meaningful as dividends paid to shareholders prior to IPO exceeded the amount of investment.
Notes: Invested Capital is net of dividends received prior to IPO; market cap at IPO is derived from the share price and shares outstanding listed in the company’s
definitive prospectus filing (SEC Form 424B4); holding periods represent the time from the first investment until IPO.
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Exits Have Been Dominated by Mergers and Acquisitions
The vast majority of transactions are less than $50 million in value, indicative
of fragmented markets with few scaled players
$20.0

Announced Transaction Value
(US$ in Billions)

$17.8
$16.0
$14.4
$13.3
$12.0

$8.0
$6.3

$5.6
$4.6

$4.5

$4.0

$3.0

$2.2

$2.4

$1.3

$1.1

$1.3

$1.7

$3.5

$3.4

2008

2009

$1.1

$0.0
1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2010

2011

Transaction Volume

Total
‘95-’00 ‘01-’11

Total

10

9

13

22

13

48

37

28

35

32

45

43

61

76

74

60

105

115

596

Deals > $1.0 billion

0

0

0

1

1

3

1

1

0

1

0

1

3

1

0

1

5

5

14

Deals < $50 million*

7

6

10

16

8

36

30

21

28

28

40

32

53

67

62

42

85

83

488

$288

$319

Average Deal Size (mm) $124 $247 $101 $282 $420 $554 $187 $241

$90

$335 $122 $349 $1,373 $219 $114 $149 $328

* Includes deals of undisclosed value.
Note: Deal volume and value figures based on internal GSV Advisors data. While indicative of overall trends, certain undisclosed transactions may be excluded.
Average deal size is calculated on transactions with announced deal values only. Undisclosed transactions are excluded from average.
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Exits Have Been Dominated by Mergers and Acquisitions
M&A Transactions By Sector

$20.0

Announced Transaction Value
(US$ in Billions)

$17.8

$14.4

$15.0
$13.3

$10.0

$6.3

$5.6
$4.6

$5.0

$4.5
$3.0

$2.2

$2.4

$1.3

$1.1

$1.3

$1.7

$3.5

$3.4

2008

2009

$1.1

$0.0
1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2010

Total

2011

Transaction Value by Sector (US$ Billions)

‘95-’00 ‘01-’11

1.1

1.5

0.1

0.3

4.0

3.0

0.2

0.3

0.2

1.4

0.6

1.0

0.3

2.5

0.5

1.3

2.5

9.9

10.8

Higher Ed

-

0.1

-

-

0.1

2.3

2.6

1.9

1.1

0.2

0.4

3.8

13.5

0.4

2.7

2.6

2.4

2.5

31.6

Corporate

-

-

0.9

0.5

0.1

0.2

-

0.2

-

0.1

-

1.0

-

-

0.1

0.1

0.1

1.7

1.8

Multi-Sector

-

0.6

0.3

4.9

0.5

7.8

0.3

-

-

-

0.1

0.3

4.0

0.5

0.1

0.5

9.4

14.1

15.1

Test Prep

-

-

-

-

-

-

-

-

-

-

-

0.1

-

-

-

-

-

-

0.2

$1.1

$2.2

$1.3

$5.6

$2.4

$1.3

$1.7

$1.1

K-12

Total

$4.6 $13.3 $3.0

$6.3 $17.8 $3.5

$3.4

$4.5 $14.4 $28.2 $59.4

Note: Deal volume and values based on internal GSV Advisors data. While indicative of overall trends, certain undisclosed transactions may be excluded.
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High Premium M&A Exits in the U.S. Education Sector Over
the Last Few Years Have Improved Investor Perceptions

Date Announced

2/12/2010

7/21/2010

11/22/2010

12/15/2010

Buyer

Advent Int’l Corp., Bain
Capital, Berkshire Partners,
Stockbridge Fund

Promethean

News Corp.

Scantron

Enterprise Value (EV)

$1.1bn

$13mm1

$430mm

$160mm2

EV / LTM Revenue

3.8x

18.6x

Undisclosed

Undisclosed

EV / LTM EBITDA

10.4x

Undisclosed

Undisclosed

Undisclosed

Raycliff Capital, Vantage
Partners

SeaVest Venture Capital,
Paul Ofman (RHR Intl.),
Gary Holloway (Five Mile
Capital), Dr. Stephen
Leavitt (Teknekron), Ray
Lamontagne (Encore)

Knowledge Universe,
Ignition Partners, KUE
Digital International

VC Investors

Was publicly traded at time
of LBO

Notes: (1) Total $13mm consideration includes $10mm cash, of which $1mm is deferred for 18 months, and performance related consideration of
$3mm may be payable in 18 months, dependent on retention of key employees and sales targets (2) Includes $20mm of contingent consideration
on 2011 performance (3) Pearson provided $135mm in funding, bringing their total stake in the company to 76%
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High Premium M&A Exits in the U.S. Education Sector Over
the Last Few Years Have Improved Investor Perceptions

Date Announced

4/26/2011

7/1/2011

8/3/2011

8/16/2011

Buyer

Pearson

Providence Equity Partners

Apollo Group

Permira Advisers

Enterprise Value (EV)

$230mm

$1.6bn

$97mm1

$476mm

EV / LTM Revenue

Undisclosed

3.4x

Undisclosed

3.5x

EV / LTM EBITDA

Undisclosed

20.7x

Undisclosed

12.0x

VC Investors

Ascend Venture Group, New
York City Investment Fund
Manager, SeaVest Venture
Capital, The Carlyle Group,
Velocity Financial Group

Was publicly traded at time
of LBO

Carnegie Mellon University,
Collier Investments, Core
Learning Group, Draper
Triangle, NewSchools
Venture Fund

Was publicly traded at time
of LBO

Notes: (1) Apollo announced it has agreed to acquire 100% stock in Carnegie Learning for $75.0mm and a separate transaction for the related
technology from Carnegie Mellon University for $21.5mm payable over 10 years
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High Premium M&A Exits in the U.S. Education Sector Over
the Last Few Years Have Improved Investor Perceptions

Date Announced

9/15/2011

3/5/2012

3/26/2012

Buyer

Pearson

PLATO Learning, Inc.

Blackboard Inc.

Enterprise Value (EV)

$400mm

$301mm

Undisclosed

EV / LTM Revenue

Undisclosed

4.1x

Undisclosed

EV / LTM EBITDA

Undisclosed

9.8x

Undisclosed

VC Investors

Apollo Global Management,
Sterling Partners

Was publicly traded at time
of sale

Kaplan Ventures,
Longworth Venture
Partners, New Markets
Venture Partners
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The Class of 2011:
Companies That Received Venture or Growth Financing
2tor
Academia.edu

Education Elements
Educreations

Late Night Labs
LearnVest

School Improvement Network
School of One

AfterCollege
Airy Labs

Eduvant
Eleven Learning

LIbreDigital
LiveMocha

School of Rock
ShowMe

Alltuition / EduLender
Apangea

Encore Career Institute
ePals

Lore / Coursekit
Lumos Labs (Luminosity)

Sightlines
Skillshare

Aristotle Circle
Avenues: The World School

EverTrue
Fidelis College

MasteryConnect
Memrise

Smarterer
Smartling

BetterLesson
BookRenter

Fingerprint Digital, Inc.
Flat World Knowledge

Mindshapes
MindSnacks

SmarTots
Sophia Learning

Boundless Learning Inc.
Busuu

Formative Learning
Fullbridge

Modo Labs
Moodlerooms

Stickery
TenMarks Education

C2 Education
Campus Explorer

General Assembly
Goalbook

Motion Math
MyEdu

Treehouse
TripLingo

CampusBookRentals.com
CampusLive

GoingOn
Grockit

Naiku
Nunook Interactive

Tutorcloud
Tutorspree

Capital Schools
Chegg

Inigral
Inkling

Omnicademy, LLC
Open English (FoxyP2)

Udemy
Unigo

ClassConnect
ClassDojo

Instructure
InternMatch

OpenStudy
peerTransfer Education Corp.

Vector Learning
Verbling

Codecademy
CollegeDegrees.com, LLC

iProf
iStoryTime

Piazza
PlaySay, Inc.

Vienova Education
Voxy

ConnectEdu
Copley Retention Systems

Iversity
K12

Pluto Games
Proximity Learning

YourNextLeap.com

Desmos
Docufide (Parchment)

Kaltura
KidZui

Quipper
Remind101

DreamBox Learning
Echo360

Kiwi Crate
Knewton

Rethink Books
RRKidz, Inc.

Edmodo

Kno

rSmart
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We See Key Investment Themes Emerging in Education*:
Many of These Themes are Represented in the Class of 2011
Key
Investment
Theme

Explanation of Key Theme

Sub-Themes

1+1=3

Creating more efficient and effective programs and services by forming
partnerships that leverage:
– Brand equity from established institutions and
– Innovative offerings and investment capital from private enterprise

§

Public / private partnerships

Just For Me

Using adaptive technology to create individualized learning that
becomes more personalized with every click

§
§

Personalized
Mass customization

Knowledge
Communities

Creating "learning tribes" around academic interest -- students trust
learning from a peer more than a teacher and learn more from sharing
what they know with a friend

§

Communication and
collaboration

Platform EDU

Leveraging the internet and today’s technologies to create
communication, collaboration and content platforms for learning

Return on
Education (ROE)

Applying Big Data to EDU to provide real-time analytics and objectively
measure impact on learner outcomes

§
§

Credit currency
Assessment

§
§

Analytics
Accountability

Smart Content

Interactive educational content, providing students with a richer learning
experience with the ability to tap into other learners or experts with a click

§
§

Adaptive
Digitized

§
§

Gamified
Mobile

The New
American Prep
School

Bridging the gap between what a person learned in school and what they
need to know to be effective in business in an ever changing world

§
§
§
§

Community colleges
“New model” prep
Career preparedness
Dropout recovery

§
§

The New Free
Ride

Disruptive pricing and new revenue models

§
§

Massive open online courses
Freemium

Tower of Babel

Language learning in the 21st century

§
§
§

Social language
Coding as a foreign language
Global citizenship

§

Communication and
collaboration networks
§ Peer-to-peer

Lifelong learning
“Meeting people where they
are”
§ Re-tooling adults

* For further discussion of key investment themes, see “American Revolution 2.0: How Education Innovation is Going to Revitalize America and Transform the U.S.
Economy” (July 4, 2012)

73	
  

7. SUMMARY CONCLUSIONS:
CONSIDERATIONS FOR LEGISLATORS,
POLICY MAKERS, INNOVATORS, FOUNDERS, FUNDERS

American Revolution 2.0
Fall of the Wall: Capital Flows to Education Innovation

However, Notable Education Investments are Finding Scale
§ While some investors maintained a presence during the “capital drought” of 2001 – 2006, the fact
remains that returns were modest except for those cases in which scale was relatively rapidly achieved
§ Consistent feedback from all constituents suggests a fundamental struggle to scale in education which
impairs the ability to attract private capital. In the following pages, we review five notable case studies of
companies in both Higher Education and K-12 which overcame scaling obstacles:
− American Public Education (NasdaqGS:APEI) developed a highly efficient business model to
deliver high quality, low cost online education to members of the military community. They then
broadened their model to other constituents, including a partnership with Wal-Mart
− Archipelago developed low cost, online test-preparation products for use in K-12 classrooms. The
low price point allowed schools and teachers to avoid the bureaucratic procurement process, but
after going public, the company faced more of the vagaries of the K-12 budget climate, impacting
growth and stock price. They were acquired by PLATO Learning, Inc. in May 2011
− Bridgepoint Education (NYSE:BPI) drove rapid scale by providing online degrees that gave
students flexibility around credit transfers – a major impediment in Higher Education
− Capella Education (NasdaqGS:CPLA) was the first purely online higher education institution and
scaled from high-end PhD programs to a broad range of high quality, degree programs
− K12, Inc. (NYSE:LRN) scaled by going straight to the consumer (student/parent) after making a
substantial investment in online content and state level virtual charter approvals
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Achieving Scale: American Public Education
400,000

350,000

May ’06 – Achieved
regional accreditation
with The Higher
Learning Commission

11/09/07 – Offered 4.7
mm shares at $20 per
share in IPO

1

k

0

: 11/

(IPO

$800

00)

$20.

$700

300,000

$600

250,000

$500

200,000

$400

150,000

$300

100,000

$200

50,000

$100

0

Net Course Registrations
Student Enrollment

$ in Millions

Total Registrations

oc
% St
18.4

R
CAG
Price

@
9/07

$0
2004

2005

2006

2007

2008

2009

2010

2011

32,558

37,506

54,828

92,144

140,758

198,392

259,389

341,669

40.8%

Avg. Growth %

N/A

N/A

15,500

30,000

45,200

63,700

83,700

96,800

49.6%

Revenue ($mm)

$23.1

$28.2

$40.0

$69.1

$107.1

$149.0

$198.2

$260.4

42.2%

EBITDA ($mm)

$4.2

$3.5

$8.0

$17.5

$29.9

$45.1

$56.5

$72.1

57.9%

Avg. Equity Value ($mm)

N/A

N/A

N/A

$691.8

$698.1

$656.5

$699.0

$719.6

27.1%

1

Stock price CAGR based off of IPO pricing listed in the company’s definitive prospectus filing (SEC Form 424B4) and average closing share price during CY
2011.
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Achieving Scale: Archipelago Learning
6/9/2010 –
Completed
acquisition of
Educationcity
Limited

11/20/2009 –
Offered 6.25 mm
shares at $16.50 /
share in IPO

5/17/2012 – Sold to
PLATO Learning

$540

40,000

$480

35,000

$420

30,000

$360

25,000

$300

20,000

$240

15,000

$180

10,000

$120

5,000

$60

0

$ in Millions

Total Schools

45,000

$0
2006

2007

2008

2009

2010

2011
Avg. Growth %

Schools At Year-End

7,856

13,100

17,307

20,812

37,500

39,100

40.7%

Revenue ($mm)

$10.1

$18.3

$31.4

$42.8

$58.7

$73.3

50.3%

EBITDA ($mm)

$3.7

$5.3

$10.2

$15.1

$17.2

$21.9

44.9%

Students (mm)

3.0

5.0

8.3

8.8

13.2

14.6

39.9%

Avg. Equity Value ($mm)

N/A

N/A

N/A

$519.3

$320.0

$247.5

-30.5%
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Achieving Scale: Bridgepoint Education
100,000
90,000

3/2005 – Acquired The
Franciscan University of
the Prairies, located in
Clinton, Iowa for $9mm

9/2007 – Acquired the Colorado
School of Professional
Psychology, located in Colorado
Springs, CO for $2.1mm

$1,200

4/15/2009 – Offered
13.5mm shares at $10.50
per share in IPO

$1,000
80,000

$800
60,000
50,000

$600

$ in Millions

Total Enrollment

70,000

40,000
$400
30,000
20,000
$200
10,000
0

$0
2003

2004

2005

2006

2007

2008

2009

2010

2011

N/A

202

729

4,111

12,104

29,786

53,048

77,033

85,527

171.4%

Avg. Growth %
Online Enrollment
Total Enrollment

53

328

1,063

4,471

12,623

30,547

53,688

77,892

86,642

190.0%

Revenue ($mm)

$0.7

$1.2

$8.0

$28.6

$85.7

$218.3

$454.3

$713.2

$933.3

177.9%

EBITDA ($mm)

($1.9)

($4.9)

($7.3)

($4.1)

$5.2

$35.9

$129.1

$225.0

$286.5

111.5%

N/A

N/A

N/A

N/A

N/A

N/A

$824.7

$970.6

$1,094.3

15.2%

Avg. Equity Value ($mm)
1

Stock price CAGR based off of IPO pricing listed in the company’s definitive prospectus filing (SEC Form 424B4) and average closing share price during CY
2011.
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Achieving Scale: Capella Education
45,000

$1,400
11/10/2006 –
Offered 4.0mm
shares at $20 per
share in IPO

40,000

$1,200

35,000

$800

25,000

20,000

$600

$ in Millions

Total Enrollment

$1,000
30,000

15,000
$400
10,000
$200
5,000

0

$0
2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

Avg. Growth %
Total Enrollment
Revenue ($mm)
EBITDA ($mm)
Avg. Equity Value ($mm)

2,111

3,757

$15.9

$29.8

($11.0) ($11.7)
N/A

N/A

6,380

9,115

12,252

14,613

17,976

22,316

26,883

33,982

39,477

37,704

31.8%

$49.6

$81.8

$117.7

$149.2

$179.9

$226.2

$272.3

$334.6

$426.1

$430.0

37.0%

($2.9)

$8.2

$15.3

$21.3

$26.0

$39.8

$52.4

$70.7

$102.7

$93.0

37.8%

N/A

N/A

N/A

N/A

$374.9

$765.9

$938.5 $1,014.0 $1,279.4 $681.1

22.9%

1

Stock price CAGR based off of IPO pricing listed in the company’s definitive prospectus filing (SEC Form 424B4) and average closing share price during CY
2011.
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Achieving Scale: Higher One
6/6/2010 – Offered
9.0mm shares at $12
per share in IPO

$1,200

$1,000
2,000

$800
1,500
$600

$ in Millions

Student Enrollment / No. of Accounts (000s)

2,500

1,000
$400

500
$200

0

$0
2005

2006

2007

2008

2009

2010

2011

Avg. Growth %
No. of OneAccounts (000s)
Revenue ($mm)
Adj. EBITDA ($mm)
Avg. Equity Value ($mm)

126

207

359

554

1,004

1,618

1,997

59.6%

$9.0

$16.0

$28.0

$44.0

$77.6

$145.0

$176.3

65.9%

($0.1)

$1.2

$5.5

$13.1

$30.5

$59.5

$74.0

147.8%

N/A

N/A

N/A

N/A

N/A

$888.3

$965.4

8.7%

1

Stock price CAGR based off of IPO pricing listed in the company’s definitive prospectus filing (SEC Form 424B4) and average closing share price during CY
2011.
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Achieving Scale: K12, Inc.
120,000

$1,200

12/13/2007 – Offered
6.0mm shares at $18
per share in IPO

$1,000

80,000

$800

60,000

$600

40,000

$400

20,000

$200

0

$ in Millions

Average Enrollment

100,000

$0
2003

2004

2005

2006

2007

2008

2009

2010

2011

Avg. Growth %
Avg. Enrollments

5,872

11,158

15,097

20,220

27,005

40,859

55,557

67,878

98,890

43.5%

Revenue ($mm)

$30.9

$71.4

$85.3

$116.1

$140.6

$226.2

$315.6

$384.5

$522.4

45.7%

EBITDA ($mm)

($24.0)

($2.0)

$2.2

$6.8

$11.7

$22.2

$37.4

$51.6

$55.6

21.8%

N/A

N/A

N/A

N/A

$676.6

$654.7

$511.7

$729.1

$981.3

13.0%

Avg. Equity Value ($mm)
1

Stock price CAGR based off of IPO pricing listed in the company’s definitive prospectus filing (SEC Form 424B4) and average closing share price during CY
2011.
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Considerations
§ As we assimilated the data and specific inputs from our extensive conversations and surveys, we believe
the “big ideas” consistently fall into four areas:

Invest in Scale

Create Real and
Transparent Markets

Scaling Investment
Capital in Education

Advocacy

Deepen and Strengthen
the Human Capital Pool
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Considerations
§ To achieve true ROE, we believe education endeavors need to do the following at scale:

Drive down costs for
learners and/or institutions

Increase student and/or
instructor access to
education

“ROE -- Return on
Education”
Improve learning
outcomes

Increase “capacity” of
educators and instruction

§ Nearly all of the suggestions and ideas support the thesis that improved overall market conditions will
induce expansion of the capital pool and thereby the funding of innovation
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Advocacy
1.

Across diverse constituents, we heard an almost desperate call for the elimination of the false barrier
that separates “for-profits” and “not-for-profits.” With “no labels," the focus can be on outcomes and
ROE, not corporate structures. From mission driven CEO’s and ROI focused investors, we heard this
loudly and consistently as an industry impediment to innovation and capital

2.

Educational failures should be viewed as a public health issue. One person interviewed suggested
an investment in a national advertising campaign focused on parents taking charge of their children’s
educational outcomes. This would envision a new form of public service announcements with a
message to empower the parent, student, and adult learners as consumers
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Invest in Scale
1.

2.

An idea that we heard twice suggested a broad national investment in early childhood voucher
programs (akin to Pell Grants) for low income children. The benefits are obvious and include:
−

Reaching children before they fall behind in school has a tremendous return for the child and
society – an estimated 5:1 ROI

−

It is a critical time for learning and brain development

−

It would drive nationwide entrepreneurial initiatives around early reading and math as well as
site-based school management

−

It would have a strong impact on local employment

−

It would have a profound ripple effect on K-12 education

−

Labor issues are not pervasive in early childhood settings

An idea to effectively manufacture scale was to partner with one or more private equity funds to drive
a consolidation of numerous subscale players in the market today. Many of them have solid products,
but require additional scale to justify a sales team and management expertise to navigate the market.
One person suggested:

“Partner with 1-3 venture or growth investors and fund a talented management team with
technology backgrounds to buy a few smaller companies and put together a truly disruptive
platform. Create a new age competitor. In order to do this, we would need to understand: Can
we find the right team? Can we find the right companies at the right price? Can they manage
the acquisition strategy?”
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Invest in Scale
3.

Back scaled players such as university systems and/or university consortia as they embark upon
innovative strategies to create new initiatives around data transparency for their student/parent
consumers as well as new online and hybrid course delivery with ease of credit transfer. We heard
from the university executives that having a strong investment partner in such initiatives would be
hugely beneficial to mitigate risk, increase market acceptance and provide funding

4.

Community colleges offer enormous scale, and as we heard repeatedly, generally need an investment
partner to deploy innovative strategies around technology, student services, student retention and
hybrid curriculum to further increase student access and outcomes

5.

Charters were often mentioned as innovators. That being said, for many charters, innovation stems
from their excellent human capital pool and extended hours. Investors could help spur charters to
take greater risks around hybrid learning and technology enabled innovation. We see value in
creating a “Race to the Top” for charters and help them become a group of scaled early adopters.
The for-profit / not-for-profit distinction should be irrelevant as long as children are being served and
“ROE” is being achieved

6.

Support additional open source initiatives, as one survey respondent said:

“The real answer is not to focus on a company, but to focus on collaborative efforts capable of
influencing the entire market because of their relevant and sustainable solutions. This must be
an OER effort to be properly scalable. The Andrew W. Mellon Foundation provided a great
service in this regard and now we need another foundation to bring the OER model beyond the
hundreds of institutions and millions of students to thousands of institutions and hundreds of
millions of students.”
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Create Real and Transparent Market Dynamics
Without a doubt, the most consistent request was to establish a true market, particularly in K-12, but also
in Higher Ed. As eBay organized the cottage industry of garage sales, there is a need to organize the
education market, creating a marketplace ecosystem with a “common currency” of assessment and
measurement as well as informed consumers
1.

Specifically, create an “Underwriter’s Laboratory” for teachers, principals and districts to have more
transparency around product efficacy and become better consumers. A similar “Consumer Reports”
idea was suggested for schools themselves and for higher education markets where data
transparency can be sorely lacking. The structure might best be that of the corporate rating
agencies. One respondent suggested providing seed financing to 2-3 independent providers who
would have clear scoreboards for rating products and services

2.

Many suggested following the ImagineK12 model and supporting regional networks of charter
schools willing to be the “test labs” and early adopters of new products and services, thereby
smoothing out funding and purchasing volatility and assuring demand for start-up products. Charter
schools have the opportunity to be leading innovators as do other organizations that can aggregate
demand
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Support Scaled Purchasing and Sales
1.

Aggregating district demand and providing financial grants to districts and schools tied to their
provision of an innovation plan with clear measures of efficacy were also suggested

2.

Seed fund a national sales company that would provide a direct and indirect sales channel for K-12
companies with less than $15 million of revenue. This could create much needed sales leverage for
young companies facing large publisher competition. This could also dovetail with the product rating
strategy (i.e. the sales company would only represent those products which received a minimum
efficacy rating)

3.

Along the same lines, one might consider sponsoring a nationwide outsourced IT services provider to
ensure that schools of all varieties have adequate resources to service and maintain technology
solutions once they are adopted. That backbone is very weak and creates a purchasing/sourcing
impediment for technology offerings
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Deepen and Strengthen the Human Capital Pool
Another common theme was the need for investment in human capital, across all functional areas.
1.

The relative lack of entrepreneurs, experienced management and technology-versant management
could be addressed through replicating the Y-Combinator incubator model across the country,
leveraging (and supporting) existing networks such as GSV/ASU, UPenn/NEST, ImagineK12,
SXSWedu, etc. There is a natural, regional orientation for this as each region can create early
adopter buying consortia

2.

While entrepreneurs and company executives noted a growing appreciation for the education
opportunity amongst young engineering students, it is difficult to compete with the draw of the
consumer technology market. More engineering talent could be exposed to the education market
through “Engineering Idol” type competitions in partnership with leading higher education institutions

3.

The need for engineering talent extends across the economy. Several angel investors called for an
investment in “hacking clubs” to promote computer literacy and computer programming knowledge
at an early age
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Fall of the Wall: Summary Conclusions
In conclusion, we at GSV Advisors do believe the “wall” of opposition to investing in education has come
down, for now, bringing in a welcome flood of financial and entrepreneurial capital. The challenge for the
industry is that innovation lives up to its billing and delivers true Return on Education. If that happens,
investors and learners will reap the rewards and a virtuous cycle of investing in education innovation will
have been established.
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8. THE GSV EDUCATION INNOVATORS
INVITED PARTICIPANTS IN THE GSV / ARIZONA STATE
UNIVERSITY EDUCATION INNOVATION SUMMIT 2012

American Revolution 2.0
Fall of the Wall: Capital Flows to Education Innovation

ASU / GSV Education Innovation Summit
Innovative Partnership with Arizona State University

§

GSV Advisors has formed a partnership with Arizona State University to organize and co-host the
annual Education Innovation Summit, a premier event with a unique focus on innovation in the
education sector.

§

Each year, the Summit honors the education sector’s greatest innovators and thought leaders including
early stage and growth companies, key sector strategics, not-for-profit leaders, policy makers and
thought leaders. Our objective is to foster a network of education companies and experts united by a
common interest in changing education outcomes.

§

This year’s sold-out summit drew over 800 attendees, including representatives from the sector’s 100
most innovative companies and keynote presentations from Jeb Bush, Michael Crow, Reed Hastings,
Michael Milken, Michael Moe and Chris Whittle.

Venture
Capital
Strategic
Education
Companies

100 Top
Private
Companies –
Venture and
Growth Stage

Growth
Investors
Entrepreneurial
Not For Profits

Policy
Leaders

Summit Year

# of
Sponsors

# of
Attendees

2010

4

370

2011

19

560

2012

27

800
(Sold-Out)

April 16-18, 2012
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The GSV Education Innovators
Company

1 2tor

2

Adaptive
Curriculum

CEO

John
Katzman

Jim Bowler

Investors

Quick Description

Triumph Capital, Archer Capital,
Bessemer Ventures, Novak Biddle,
2tor Inc. partners with preeminent institutions of higher
Redpoint Ventures, Highland Capital
education to deliver rigorous, selective degree programs
Partners, City Light Capital, The Hillman
online to students globally.
Company, West River Capital, SVB
Capital

--

Category

Prep School / Alt U

Adaptive Curriculum believes that math and science
education can be transformed so that every student can
Mobile & Gaming
excel and contribute to our society. AC Math and AC
Collaborative/Social
Science develop the critical thinking skills students need to
Learning
become the next generation of scientists, mathematicians,
and informed citizens.

Curt Allen

vSpring Capital, Ash Capital, Intel
Capital

BrainHoney powers learning. Publishers, developers and
institutions are building learning apps on BrainHoney
Infrastructure &
Learning infrastructure better, faster, and cheaper than from Assessment
scratch.

4 Airy Labs

Andrew Hsu

Google Ventures, Foundation Capital,
Rick Thompson

Airy Labs builds the next generation of fun and addictive
learning games for kids on mobile and tablet platforms.

5 Alelo

W. Lewis
Johnson,
Ph.D.

Agilix /
3
Brainhoney

--

Mobile & Gaming
Collaborative/Social
Learning

Alelo is a leading innovator of Instructional Social Simulation
(ISS) technology. Alelo blends ISS with pedagogy rooted in
learning and social sciences, delivering global competence Language
and intercultural communication instruction anytime,
anywhere.

6 Alltuition

Sue Khim

The Social+Capital Partnership, Hyde
Alltuition is the TurboTax for financial aid. The company’s
Higher Education /
Park Angels, Kapor Capital, New World
products make it easier and faster to get financial aid done, Data Services &
Ventures, Excelerate Labs, Sam Yagan,
from filling out the FAFSA to getting the cheapest loans.
Content
Sandbox Industries, Deborah Quazzo

7 Altius

Paul
Freedman

Charles River Ventures, Maveron, Spark Partners with academic institutions to help them unlock the
Capital, The Noah Fund, Deborah
potential of their existing curricula and transform them into Prep School / Alt U
Quazzo
fully-formed online programs.
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CEO

Investors

Quick Description

Category

Jack Ford

--

AmericanEDtv is the first 24/7 digital network delivering
trusted, empowering content to galvanize communities
made up of educators, institutions, parents and concerned Infrastructure &
Assessment
citizens, for the purpose of encouraging participation
through action and debate to improve our education
system.

9 Ampush Media Nick Shah

--

Ampush Media is a technology-driven online advertising
Higher Education /
startup that uses analytics and automation tools to convert Data Services &
clicks into digestible customer actions.
Content

8 AmEd TV

Apex Learning is the leading provider of blended and virtual
MK Capital, Warburg Pincus, Maveron,
learning solutions to schools. Its standards-based digital
10 Apex Learning Cheryl Vedoe Vulcan Capital, EdisonLearning, Kaplan
Curriculum
curriculum is used for original credit, credit recovery,
Ventures
intervention and acceleration.

11 Aristotle Circle

Suzanne
Rheault

Aristotle Circle is an innovative education advisory service
that unlocks the power and passion of students. Its network Mobile & Gaming
Rho Ventures, Michael Yavonditte, Jeff
of top admissions experts and Peer2Peer tutors provides
Collaborative/Social
Stewart, other angels
Learning
the personalized support families need throughout their
educational journey, from kindergarten to graduate school.

12 Axonify

Carol Leaman

Bridgescale Partners, Investment
Accelerator Fund

Alex Grodd

BetterLesson is a curriculum-sharing platform that connects
Highland Capital Partners, General
educators and allows them to share high-quality lessons,
Empowering
Catalyst Partners, New Markets Venture
units, and courses. BetterLesson is focused on capturing Teachers
Partners, Steve Kaufer, Matt Greenfield
and scaling what works in the classroom.

13 BetterLesson

Changing the way organizations think about and deliver
corporate learning. Operates a web based interval
reinforcement platform for corporate enterprises.

Prep School / Alt U
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14 BloomBoard

CEO

Jason Lange

15 Campus Labs Eric Reich

16 Captain U

17

Catapult
Learning

Avi Stopper &
Michael Farb

Stuart Udell

Investors

Quick Description

Category

--

BloomBoard is a differentiated instruction platform for
teacher PD. The company provides districts/states with free
observation and goal-setting tools in order to implement
Empowering
teacher effectiveness mandates. It then offer individualized Teachers
recommendations to supports from an open marketplace of
PD providers/content.

--

With over 650 institutions as subscribers, Campus Labs is
the leading specialized, comprehensive assessment
Higher Education /
platform for higher education that combines data collection, Data Services &
Content
reporting, organization, and campus-wide integration,
supported by Ph.D.-level expertise.

--

CaptainU provides web-based software that streamlines the
Mobile & Gaming
college sports recruiting process. Nearly 400,000 high
Collaborative/Social
school athletes, college sports coaches, youth coaches,
Learning
and high school guidance counselors use our tools.

--

Catapult Learning provides direct instructional and blended
learning programs to 1,500 public and private schools.
School Mgmt &
Catapult also trains school leaders and teachers through
Services K12
online PD, workshops and institutes, and job-embedded
coaching.

--

Charter Schools USA assists corporations, government
entities, developers, and nonprofit agencies with all phases School Mgmt &
of charter school design, planning, development, financing, Services K12
construction, operations and curricula.

Charter
18
Schools USA

Jonathan
Hage

19 Chegg

Gabriel Venture Partners, FLOODGATE,
Primera Capital, Kleiner Perkins,
Dan
Foundation Capital, Insight Venture
Rosensweig
Partners, Ace Limited, GSV Capital,
Caufield & Byers

Chegg is the leading network that saves students time,
money, and helps them get smarter. It has the only portfolio
Higher Education /
of student-focused services that spans the entire higher
Data Services &
education lifecycle, all designed to connect students to
Content
peers, educators, content, and services to improve their
education.
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CEO

Investors

Quick Description

Kleiner Perkins, Index Ventures,
Zach Sims & Union Square Ventures, Yuri Milner,
Richard Branson, Thrive Capital, SV Codecademy is the easiest way to learn to code online.
20 Codecademy Ryan
Bubinski
Angel, CrunchFund, O'Reilly
AlphaTech Ventures

21

22

Collaborative
Learning

Compass
Learning

Kevin Baird

Eric Loeffel

23 Corp U

Peter
McAteer

24 Course Hero

Andrew T.
Grauer

25

Curriculum
Associates

Robert
Waldron

A company leading schools in developing a pathway to
successful implementation of the Common Core with software,
training and materials.

HCP & Company

Category

Prep School / Alt U

Empowering
Teachers

--

CompassLearning’s K-12 software empowers teachers to unlock
every student’s potential. Our solution allows teachers to assess a
student’s level and learning style, then prescribes a personalized Curriculum
education plan. Learning happens with engaging curriculum that
is aligned to Common Core/State standards.

--

Founded in 1997, the aim of CorpU research and services is to
maximize corporate investments in training and development to
deliver improved business results. The company’s benchmarking Prep School / Alt U
studies and annual awards programs set the standards for the
learning industry.

Higher Education /
Jeff Fluhr, Maveron, SV Angel, Steve Course Hero is a massive online learning platform with a mission
Data Services &
Chen, Fred Grauer, Nils Johnson
to help students learn more effectively.
Content

--

Curriculum Associates is a privately-owned, growing education
technology and learning resources company. The company
specializes in affordable, research-based products for reading,
Curriculum
math, standards preparation, and special education that support
teachers in assessing student performance and individualizing
instruction to help all students succeed.

96	
  

The GSV Education Innovators
Company

26

Defined
Learning

CEO

Johnjoe
Farragher

Investors

--

Quick Description

Category

Used in over 4,000 schools Defined STEM is a cross
curricular service that brings the core fundamentals of
STEM education to all students. Through the use of
Curriculum
performance tasks, students are thrust into a project based
environment where they solve real world problems through
21st Century Skills.

Ascend Venture Group

DimensionU is the company behind the award-winning
DimensionU student motivation system for K-12. Serving
Mobile & Gaming
just under 1MM students, DU combines engaging multiCollaborative/Social
player educational videogames with a patented rewards
Learning
system allowing students to earn educational allowance for
achievement on the platform.

Jessie
WoolleyWilson

John Doerr, Reed Hastings, GSV
Capital, Deborah Quazzo

DreamBox Learning, the leading adaptive learning
company, is transforming the way students learn through its Mobile & Gaming
groundbreaking combination of intelligent adaptive
Collaborative/Social
Learning
learning™, rigorous elementary mathematics curriculum,
and motivating learning environment.

29 Edison

Jeff Wahl

JPMP Capital, Leeds Equity Partners,
UBS Capital, Vulcan Capital, Investor Provides tools to support school improvement in curriculum, School Mgmt &
Growth Capital, J.W. Childs Associates, administration and operational services.
Services K12
Zesiger Capital Group, Sprout Group

30 Edmodo

Nicolas Borg

Union Square Ventures, Learn Capital, A private social platform for teachers and students to share Infrastructure &
Greylock Partners, Benchmark Capital ideas, files, events and assignments.
Assessment

27 Dimension U

28

31

DreamBox
Learning

Education
Elements

Ntiedo Etuk

Education Elements advises schools on the potential of
blended learning, works side-by-side with them to
Tugboat Ventures, NewSchools Venture implement blended learning in their classrooms, and
Anthony Kim
Fund, Imagine K12, Harmony Partners provides a technology platform (the Hybrid Learning
Management System) that makes it easy and effective for
leaders, teachers and students.

Infrastructure &
Assessment
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Education
32 Funding
Partners

33 Educurious

CEO

Mickey
Freeman

Michael
Golden

34 English Central

Alan
Schwartz

35 Engrade

Zach
Posner

Investors

--

The Bill & Melinda Gates Foundation

Quick Description

Category

Education Funding Partners provides unrestricted funds to
public school districts across the country via Fortune 500, School Mgmt &
brand-name corporate sponsorships. Our new model will
Services K12
revolutionize major corporate funding of public education.

Educurious develops blended learning, project-based high
school curriculum that connects students to real issues they
care about and equips them with the lifelong learning skills Curriculum
for success, with collaboration among them and with our
network of real-world Experts.

EnglishCentral is the “Youtube of English Language
Learning.” Using authentic video content, the company
Google Ventures, Atlas Ventures, NTT,
creates a fun and effective way to learn to speak English
SK Telecom
using proprietary vocabulary and speech assessment
technology.

Language

NewSchools Venture Fund, Rethink
Education, Greg Gunn, Zac Zeitlin,
Richard Chino

Engrade was founded in 2003 with a single mission: to help
teachers. Today, Engrade connects more than 4 million
Empowering
school administrators, teachers, students and parents in all Teachers
50 states and 150 countries across the world.
EverFi is the leading education technology company to
teach, assess and certify students in critical skills. EverFi’s
School Mgmt &
education learning platforms include Financial Literacy,
Services K12
Student Loan Management, Digital Literacy, Alcohol Abuse
and Sexual Assault Awareness.

36 Everfi

Tom
Davidson

New Enterprise Associates,
TomorrowVentures, Michael Chasen

37 Everloop

Hilary
Decesare

Vformation, Band of Angels, Envoi
Mobile & Gaming
Everloop is the preeminent online social looping community
Ventures, David Wu, Richard Chino,
Collaborative/Social
platform for tweens between the ages of 8 to 13.
Wayne Goodrich, Deena Burnett-Bailey
Learning
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38 EverTrue

39

Eyepower
Games

40 Fidelis

41 Fingerprint

42

Flat World
Knowledge

43 Fullbridge

CEO

Investors

Quick Description

Category

Brent Grinna TechStars, Walt Doyle

EverTrue’s SaaS platform supports non-profits by capturing donor
profile data from the social graph. EverTrue’s API connects rich
Higher Education /
constituent data from LinkedIn, Facebook and other social
Data Services &
networks to records in traditional donor management software like Content
SunGard Advance and Blackbaud Raiser’s Edge.

Thanh Hai
Pham

EyePower Games aspires to transform the learner-text engagement Mobile & Gaming
through its immersive technologies to help engage and empower Collaborative/Social
learners of the 21st century.
Learning

--

Gunnar
Novak Biddle Venture Partners,
Counselman Accel Partners

Fidelis is a technology company that partners with leading colleges
Prep School / Alt U
to solve the military to civilian career transition problem.

Fingerprint is an app-based educational gaming platform
connecting kids and parents through their mobile devices. The
K2MediaLabs, THQ, Reed Elsevier company offers fun, results-oriented and rewarding educational
Nancy
Ventures, Suffolk Holdings,
games for kids 3-8, parent features to aid discovery and provide
MacIntyre
Deborah Quazzo
learning insights, and developer tools to enable content creators to
build, market, and monetize educational games and scale user
base rapidly.
Valhalla Partners, Greenhill SAVP,
High Peaks Venture Partners,
Flat World Knowledge is the world’s largest commercial provider of
Bertelsmann Digital Media
openly licensed college textbooks. The company uses technology
Jeff Shelstad
and innovative business models to lower costs, increase access,
Investments, Bessemer Venture
Partners, GSA Venture Partners, and personalize learning worldwide.
Random House
Candice
Olson & Peter TomorrowVentures
Olson

The Fullbridge Program is an accelerated, rigorous business
education program that delivers real-world business skills and
insider insights to high-achieving graduates and younger
professionals, giving them the tools to thrive early in their careers.

Mobile & Gaming
Collaborative/Social
Learning

Higher Education /
Data Services &
Content

Prep School / Alt U
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44 Gather Ed

45

General
Assembly

CEO

Investors

Pano Anthos

Jake
Schwartz

--

Maveron, DST Global, Bezos
Expeditions, Alexis Ohanian, Hosain
Rahman, Alex Asseily

46 Genius SIS

Beny
Lederman

47 GoingOn

Granite Ventures, Omidyar Network,
California Technology Ventures,
Jon Corshen
Armada Investment Group, Timothy
Draper, Deborah Quazzo

48 Grockit

49

Imagine
Learning

Roy Gilbert

--

GSV Capital, Atlas Venture, Benchmark
Capital, Integral Capital Partners,
NewSchools Venture Fund, Mark
Pincus, Rob Lord, Reid Hoffman, Marc
Hustvedt, Tom Ryan

Susan Preator Sorenson Capital

Quick Description
Brings the interactive and collaborative power of physical
classrooms online.

Category
Prep School / Alt U

General Assembly is a campus for technology, design, and
entrepreneurship. We provide educational programming,
space, and support to facilitate collaborative practices and Prep School / Alt U
learning opportunities across a community inspired by the
entrepreneurial experience.
Genius SIS is the next generation of Student Information
Systems designed specifically for online learning. Fully
integrated with most LMS and featuring intuitive dashboards Empowering
and dynamic reports, Genius SIS has quickly become the Teachers
leading SIS for eLearning and is fully customizable for each
client.
GoingOn provides an on-demand solution for building a
private academic social network, where students, faculty
and staff can more easily connect, share information and
learn.

Mobile & Gaming
Collaborative/Social
Learning

Grockit gives you social, collaborative and personal
Mobile & Gaming
learning and was founded in 2007 by Farb Nivi, a former
Collaborative/Social
Teacher of the Year for The Princeton Review and academic
Learning
director at Kaplan.
Imagine Learning, Inc. was founded in 2004 by a group of
educational software professionals who had a single goal:
to teach English to the children of the world. Today, a team
Language
of experienced educators, artists, writers, and programmers
are creating the industry’s best language and literacy
software program.
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50

Inigral /
Schools App

CEO

Investors

Quick Description

Category

Schools App helps students start smart by providing colleges
and universities a social enrollment management and student Higher Education /
Retro Venture Partners, Founders Fund,
onboarding experience through the Facebook Platform and
Data Services &
Jamie Glenn
The Bill & Melinda Gates Foundation
Content
mobile devices, increasing yield and retention at
postsecondary institutions.

51 Instructure

OpenView Venture Partners, Epic
Josh Coates Ventures, TomorrowVentures, Gideon
Hixon Fund, Tim Draper, Josh Coates

Founded in 2008 by two computer science graduate students,
Instructure builds Canvas―the simple, open learning
Empowering
management system native to the cloud. Instructure services Teachers
150 educational institutions

52 Junyo

Steve
Schoettler

Junyo helps schools measure learning, analyze data, and act
on results to improve student outcomes. Junyo uses analytics Infrastructure &
and real-time dashboards to provide clear feedback and
Assessment
guidance to innovative schools and content developers.

53 Kaltura

Kaltura provides the world’s first and only Open Source Online
Nexus Venture Partners, Intel Capital, . Video Platform. Adopted by over 150,000 websites, our
Infrastructure &
Ron Yekutiel 406 Ventures, Avalon Ventures, Silicon platform enables leading universities, learning platforms, startAssessment
Valley Bank
ups, and educational publishers to build next generation multimedia applications.

54 Kickboard

Jennifer
Schnidman
Medbery

55 Knewton

Founders Fund, Pearson, Accel
Partners, Bessemer Venture Partners,
New Atlantic Ventures, FirstMark
Jose Ferreira Capital, First Round Capital, Reid
Hoffman, T. Trent Gegax, Peter Stern,
Ron Conway, Shana Fisher, Jonathan
Glick, Chris Dixon, Tom Pinkney

--

--

Kickboard builds gap-closing tools for gap-closing schools. At
its core, Kickboard is a business process automation
Empowering
application for the education sector. Classroom workflows
Teachers
involving both academic and behavioral data are automated to
save teachers time.

Offers live and on-demand online video classroom featuring
test prep courses for the GMAT, LSAT, SAT, and GRE.

Mobile & Gaming
Collaborative/
Social Learning
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56 Kno

Knowledge
57
Factor, Inc.

58 Kunskapkolan

59

Language
Stars

60 LearnBoost

61 Lexia Learning

CEO

Osman
Rashid

Bob Burgin

Investors

Lacuna Gap Capital

Cecilia
Carnefeldt

--

Leslie Lancry HCP & Company

Rafael
Corrales

Nicholas C.
Gaehde

Quick Description

GSV Capital, Intel Capital, Advance
Publication, Andreessen Horowitz,
FLOODGATE, First Round Capital, SV
A digital learning environment for students to read textbooks,
Angel, Silicon Valley Bank, Goldman
take notes, and share materials with friends and teachers.
Sachs, TriplePoint Capital, Maples
Investments, Ron Conway, Osman
Rashid
Learning application that leverages scientific breakthroughs
from the fields of cognitive psychology, Nobel Prize-winning
neurobiology and game studies, to deliver the world's first
accelerated memory protocol for learning.

Category

Mobile & Gaming
Collaborative/Social
Learning

Mobile & Gaming
Collaborative/Social
Learning

Kunskapsskolan Education develops, operates and offers the
KED program, described by researchers and media as the
“world’s most comprehensive and proven program for
School Mgmt &
personalized education.” The company started as a result of the Services K12
Swedish voucher system, and for more than 15 years has been
continuously developing and operating the KED program.
Provider of language instruction to the pre-school and
elementary school market.

Language

Bessemer Venture Partners, Charles
River Ventures, RRE Ventures, Atlas
Venture, Othman Laraki, Bill Lee,
James Hong, Naval Ravikant, Karl
Jacob, Michael Broukhim

Free administrative software for schools and classrooms. Track
grades online, create and manage lesson plans, generate
Empowering
beautiful reports and analytics, and share progress with parents
Teachers
and students while integrating with Google Apps. Available in
12+ languages and used by schools in over 20 countries.

Merck Family

Lexia Learning Systems offers a ground-breaking technologybased system of differentiated skills practice, embedded
assessment, and targeted instruction, to advance reading skills Curriculum
development in all students Pre-K through fourth grade, and atrisk students in grades 4–12.
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62 Logrado

CEO

Brian Co

63

Lore /
CourseKit

Joseph
Cohen

64

LoudCloud
Systems

Manoj Kutty

65

Mastery
Connect

Mick Hewitt

66 MentorMob

Kris
Chinosorn

Middlebury
67 Interactive
Languages

Investors

Jane Swift

--

Quick Description

Logrado is a student success coaching platform that uses
social and mobile technology to help colleges increase
retention and completion.

Category

Mobile & Gaming
Collaborative/Social
Learning

IA Ventures, The Social+Capital
Partnership, Founder Collective,
TechStars NYC, Shasta Ventures, Ralph An online tool that lets teachers and educators create mini Infrastructure &
Assessment
Mac, Zach Weinberg, Nat Turner, David social networks around individual courses and lectures.
Tisch, Joel Spolsky, Michael Kearns,
Peter Thiel
Reduce student attrition, improve student outcomes, and
increase instructor effectiveness through our adaptive
learning and predictive analytics learning management
Infrastructure &
-systems for higher ed and K12. The LoudCloud Ecosystems Assessment
have become the preferred choice of institutions who
believe more is possible.
NewSchools Venture Fund, Learn
Capital, Imagine K12

--

K12 Inc.

MasteryConnect has the largest network of teachers sharing Infrastructure &
formative assessments around the Common Core.
Assessment

MentorMob is an online platform which allows anyone to
create a Playlist from any online or digital content. These
Empowering
Playlists can be created collaboratively and embedded into Teachers
websites, blogs, and LMSs.
Middlebury Interactive Languages (MIL) is the premier
academic leader in world language instruction for K-12
students. MIL provides greater access to world languages
and contributes to digital learning initiatives aimed at
helping students become more competitive in a 21st
Century global marketplace.

Language
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68 Motion Math

69 MyEDU

CEO

Investors

Michael
Crosno

Bain Capital Ventures, Baylor Angel
Network, The University of Texas
System, Investment Arm

TCG Group Holdings

Joel Rose

The Bezos Family Foundation, The Bill
and Melinda Gates Foundation,
NewSchools Venture Fund

72 Open English

Andres
Moreno

Kaszek Ventures, Flybridge Capital
Partners

73 OpenStudy

Chris
Sprague

Learn Capital

New
Classrooms

Category

Motion Math creates fun learning games that let kids play
Jacob Klein & Mitch Kapor, Mike Wood, Reece Duca,
with numbers. By combining engaging mobile gameplay
Gabriel
Dave McClure, Chris Yeh, David
Curriculum
with rigorous pedagogy, the company turns screen time into
Adauto
Phillips, Dorothy Price Hil
learning time.

myLanguage3
70 60 / Proximity John Pesce
Learning

71

Quick Description

MyEdu helps millions of students achieve everyday
classroom success, earn a degree and advance their
Higher Education /
careers. The company combines official school data and
Data Services &
information provided by students, faculty and employers to
Content
generate unique applications and insights essential in
today’s complex higher ed environment.
Offers K12 schools turnkey world languages programs that
blend teacher-led online live instruction with the latest
technology to create an interactive and immersive
Language
educational experience.
New Classrooms Innovation Partners (“New Classrooms”) is
a recently launched, non-profit organization designs new
models for instruction that help schools to create and
deliver adaptive, personalized learning models to support
every student’s success.
Open English is an online school created to reinvent the
English-language-learning experience. Initially targeting
Spanish and Portuguese speakers in the Americas, the
company delivers live instruction with native Englishspeaking teachers and multimedia learning materials over
the Internet.
OpenStudy is a free peer-help community where over
150,000 students from 170 different countries study
together each month. OpenStudy wants to help scale
equitable education to billions of people in the next ten
years – by letting those billions teach each other and
making the world one big study group.

School Mgmt &
Services K12

Language

Mobile & Gaming
Collaborative/Social
Learning
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CEO

Investors
Salmon River Capital, Michael Chasen,
Novak Biddle Venture Partners, Internet
Capital Group, AltoTech Ventures,
Pasadena Angels, Tech Coast Angels,
Matthew Pittinsky

74 Parchment

Matthew
Pittinsky

75 Piazza

Bessemer Venture Partners, Kapor
Pooja Sankar Capital, Felicis Ventures, Sequoia
Capital, SV Angel, Ron Conway

76

77

78

79

Quick Description

Category

Parchment’s mission is to unleash education credentials by
unlocking the critical data they embody. Six state education Higher Education /
agencies, 7,000 schools and universities, and hundreds of Data Services &
thousands of individuals trust the Docufide by Parchment Content
platform to transform and deliver millions of transcripts.
Piazza is an online gathering place where students can ask,
answer, and explore under the guidance of their instructors. Mobile & Gaming
Piazza is free, and used in hundreds of schools for
Collaborative/Social
Learning
thousands of classes by hundreds of thousands of
students.

Helps education systems transition from subjective
assessment to data-driven decision-making. Through the
integration of educational and social data and the use of
Predictive
Jorge de los
Empowering
-Technologies Santos
Teachers
pattern recognition algorithms, the company predicts
outcomes and gives recommendations that improve
education for all children.
PresenceLearning aims to be the leading provider of online
special education services to K-12 school districts. Our
Presence
Clay
School Mgmt &
service platform solves schools’ access problems, reduces
-Learning
Whitehead
Services K12
their costs and produces better academic outcomes for
students.
Rethink Autism delivers evidence-based training tools and
curriculum to school districts and organizations serving
students on the autism spectrum. Its award-winning web- School Mgmt &
Rethink Autism Daniel A. Etra
-Services K12
based platform offers assessment, 1,200+ video-based
teaching steps, and automated data tracking/progress
reporting.
Revolution Foods is focused on transforming school lunch
by providing fresh, healthy breakfast, lunch, snacks, supper
Revolution
Kristin Groos NewSchools Venture Fund, Catamount
School Mgmt &
meals and nutrition education to all students. Meals are
Foods
Richmond
Ventures
Services K12
home–style and based on real food ingredients like whole
grains and fresh fruits and vegetables.

105	
  

The GSV Education Innovators
Company

80

Rocket
Learning

81 rSmart

82

Sapling
Learning

CEO

Investors

Quick Description

Category
School Mgmt &
Services K12

Hiram Pérez Miradero Capital Partners

Provides supplemental math and literacy tutoring programs.

Chris
Coppola

Asahi Net, GSV Capital

rSmart helps colleges, universities, and K-12 schools
reinvent education, improve learning outcomes and make
high quality education accessible to everyone. rSmart
Infrastructure &
leverage an open source, community development model to Assessment
provide a SaaS platform for teaching, learning, research,
and administration.

NLM Capital Partners

Effective online learning software for the STEM and other
problem-solving disciplines. Over 140,000 students at over
350 universities and 100 high schools use Sapling to
Curriculum
provide an integrated learning experience combining online
homework, eBooks, and media.

James W.
Caras, Ph.D

83 ScholarCentric Steve Weigler

84 Schoology

Jeremy
Friedman

85 Schoolwires

Edward S.
Marflak

--

Its flagship suite of offerings, Success Highways, develops
the critical resiliency skills that are scientifically linked to
School Mgmt &
improved student engagement, achievement, and
Services K12
graduation rates.

Meakem Becker Venture Capital,
Cempaka Schools

Schoology provides a cloud based collaborative learning
platform. With a focus on student engagement and
improved learning, Schoology reaches students through
better communication, real collaboration, and increased
access to curriculum and supplemental content.

Kennet Partners

Schoolwires has over a decade of success delivering K-12specific technology solutions. Schoolwires serves more than Infrastructure &
1,300 school districts, 8,000 schools and an estimated 8
Assessment
million users in the US and China.

Empowering
Teachers
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86 Shmoop

CEO

Ellen Siminoff

Investors

--

Quick Description

Category

Shmoop is a digital curriculum and test prep company that
makes fun, rigorous learning and teaching materials.
Shmoop returns the joy to learning and teaching and
Curriculum
believe studying should never feel like a root canal. The
company offers more than 7,000 titles across the Web and
many devices.

87 ShowMe

San Kim

Lerer Ventures, SV Ange, betaworks,
Learn Capital, BOLDstart Ventures,
Naval Ravikant, DreamIt Ventures,
Hector Hulian

88 Smarterer

Jennifer
FremontSmith

True Ventures, Google Ventures,
Smarterer scores and validates digital, social, and technical
Mobile & Gaming
participation from Mark Gerson, Shikhar skills, using crowd-sourced test design and an adaptive
Collaborative/Social
Ghosh, Scott Kurnit, Peter Lehrman,
scoring algorithm similar to the one used to rank chess
Learning
Thomas Lehrman, Dharmesh Shah
masters.

89 SmartSparrow

Dror BenNaim

--

90 SmartyAnts

Mike Wood

--

91 Sokikom

Snehal Patel

--

An open learning community allowing users to learn or
Mobile & Gaming
teach anything. Over 1.5 million lessons have been created Collaborative/Social
using the ShowMe Interactive Whiteboard iPad app.
Learning

Smart Sparrow is the world’s first cloud-based intelligent
Mobile & Gaming
tutoring system, enabling anyone to create rich, interactive Collaborative/Social
and adaptive learning experiences.
Learning
SmartyAnts is a Pre-K to Grade 2 interactive, adaptive
virtual world that makes learning to read a confidence
Mobile & Gaming
building adventure. It is designed for classroom, home, after
Collaborative/Social
school, and summer use. It has an ELL component and its
Learning
adaptability is designed for readers at all achievement
levels.
Sokikom (so-kee-kom) helps teachers motivate elementaryage students in an exciting math social learning game.
Mobile & Gaming
Developed for students in grades 1-6, Sokikom emphasizes
Collaborative/Social
real-time cooperation and collaboration to engage students
Learning
in developing math skills and in helping each other learn
math.
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92

Sophia
Learning

Starfish
93 Retention
Solutions

94 Stormwind

95 Teachscape

CEO

Steve
Anastasi

Investors

Capella Education Company

Quick Description

Category

Sophia is a first-of-its-kind, free, social education platform
that offers students many ways to learn by providing
thousands of credible academic tutorials taught in a variety
of ways, by a variety of people. Now students can learn
Prep School / Alt U
math, English, science and more from teachers around the
country in a way that makes sense to them. For more
information, go to www.sophia.org.

David Yaskin Novak Biddle Venture Partners

Provides software for identifying at-risk children in real-time, Higher Education /
providing immediate access to support resources,
Data Services &
assessment and benchmarking, and program management. Content

Tom Graunke GSV Capital

StormWind is finally bringing live, interactive, high definition
video production to the world of education. StormWind
Higher Education /
delivers interactive HD training, creating a truly personal
Data Services &
and engaging classroom experience. Clients include Intel, Content
Sony, Petsmart, Navy and many others.

Kathy Yates

ABS Capital Partners

96

The American Gregg
Academy
Rosann

Austin Ventures, vSpring Capital,
Peterson Ventures

97

Think Through Kevin
Math
McAliley

New Markets Venture Partners, Saturn
Partners, Deborah Quazzo

Teachscape provides educators with comprehensive
teaching evaluation systems, professional development
Empowering
resources, and services that measure, model, and support Teachers
effective teaching practice.
The American Academy specializes in Dropout Recovery –
helping communities locate and educate high school
dropouts. The Company’s groundbreaking NoDropouts
School Mgmt &
Services K12
program successfully applies online learning with local
community support to help kids continue their education
and lead productive lives.
Think Through Math integrates adaptive, differentiated
instruction that builds higher-order thinking skills with just-intime intervention from live, certified US math teachers who Curriculum
tutor students by turning their monitors into 2-way
interactive whiteboards.
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98 Time to Know

99 Turnitin

CEO

Investors

Dr. Yosi BenDov

--

Quick Description
Time To Know strives to create a generation of thinkers.
Positioned for the Common Core, the company supplies a
full digital solution for teaching and learning. In a Time To
Know classroom, the teacher uses the Digital Teaching
Platform to choreograph instruction, practice and
assessment for Math and ELA.

Category

Curriculum

Turnitin is the world’s leading provider of web-based
solutions for plagiarism prevention and online grading. The
Empowering
company’s solutions are used for over 20M students in over
Teachers
100 countries. Turnitin is headquartered in Silicon Valley, CA
and backed by Warburg Pincus.

Chris Caren

Warburg Pincus

100 Udemy

Eren Bali

500 Startups, MHS Capital, Lightbank,
Udemy is a marketplace for online learning, where anyone
Keith Rabois, Rick Thompson, Ben
can build an online course open to the public. Courses
Ling, Paul Martino, Russ Fradin, Joshua
range from How to Build an iPhone App to Salsa Dancing
Stylman, Larry Braitman, Jeremy
for Beginners.
Stoppelman, Naval Ravikant

101 Unigo

Jordan
Goldman

McGraw-Hill Education

Unigo connects high school students with college students, Higher Education /
admissions experts and financial aid experts to help them Data Services &
find, get in and pay for college.
Content

Kapor Capital, Novak Biddle Venture
Partners, Floodgate Capital, Greylock
Partners, Charles River Ventures, SV
Angel, 500 Startups, University
Ventures, Bertelsmann AG

Owners of New Charter University, an accredited university
removing the cost barrier to higher education. Currently
Prep School / Alt U
enrolling students seeking associate, bachelor's and
master's degrees in its online degree programs.

102 UniversityNow Gene Wade

103 Useed

Brian
Sowards

--

A platform empowering students to become innovators,
allowing students to share projects with their communities
and school alumni.

Prep School / Alt U

Higher Education /
Data Services &
Content

109	
  

The GSV Education Innovators
Company

104 Voxy

105 Wowzers

CEO

Investors

Quick Description

Contour Venture Partners, ff Venture
Capital, Seavest Capital Partners, Doug Voxy is a mobile/web education platform that turns realPaul Gollash Levine, Ron Pillar, Ron Williams, Tony world daily experiences into a highly-effective language
learning service.
Broglio, Mark Tebbe, Gerry Cramer,
Mike Yavonditte, Mike Brown Jr

Andrew
Howard

--

Category

Language

Wowzers is an educational virtual world that supplements
and replaces text books with adaptive and engaging math
Mobile & Gaming
content. Students engage in meaningful, personalized
Collaborative/Social
learning that is fun and effective, aligned to state and
Learning
national standards, and built around powerful, data-driven
analytics.
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