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Preface

IHE FOUNDATION as an American in-

stitution is largely a development of the twentieth century.

Charitable trusts, usually small and for fixed and often narrow

purposes, are nearly as old as history, but they lacked the

special ingredient which makes the modern foundation

dynamic—wide freedom of action.

Although the names of many of the larger foundations are

now household words and the public is vaguely aware of some

of their major accomplishments, little ordered knowledge

concerning them is available. True, most of the major founda-

tions issue annual reports, and in the past several years a num-
ber of histories of individual foundations have appeared. But

few attempts at a broader view have been made. The bibliog-

raphy included in this study lists the more important source

material, but the sources are regrettably fragmentary.

Broad, scholarly studies are lacking, and are needed. Foun-

dations are an important force operating on the forward edges

of research and discovery—in medicine, in the physical

sciences, and in social advance. Their importance does not lie

in vast sums presumably at their disposal; their spendable in-

come is small in today's economy, and in many areas relatively

smaller than it was thirty years ago. But they are the only giver

able to devote full time to learning how to give effectively, and

often endowed with at least a chartered immortality.

5



6 OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

Two comprehensive congressional investigations of founda-

tions have been undertaken, the Industrial Relations Hearings

of 1 91 5 and the Select (Cox) Committee to Investigate Foun-

dations Hearings in 1952. (A third investigation, under the

Reece Committee, is getting under way as this book goes to

press.) A wealth of new material on foundations became avail-

able in the Hearings of the Cox Committee and in the docu-

mentation the Committee had collected. As the Hearings

came to a close we inquired about the availability of this mate-

rial as partial background for a broad study of the administra-

tion of foundations that Russell Sage Foundation was contem-

plating. The data were open to inspection, and that study is

now progressing.

Meanwhile we learned that Joseph C. Kiger, director of

research for the Cox Committee, had in mind a special study

of the development of "foundation doctrine" based largely on

the material from foundations and their critics which was

passing through his hands. The subject seemed promising.

Many foundations have shown an obvious progression from

a stage where they were mere channels for the personal giving

of the donor, often largely of a relief character, to a maturer

consideration of the causes of personal and social disaster,

methods of cure, means of prevention, and ways of building

strength and creative opportunity into the lives of men and

the fabric of society. Too, a historical study of foundations

might show evidence of other developments—for example,

a tendency to shift from "bricks and mortar" and fixed endow-

ment programs toward special projects and research; or per-

haps emphasis on medicine and the physical sciences giving

way to some degree to the developing social sciences.

After the Hearings closed and the Cox Committee came to

an official end, Dr. Kiger agreed to undertake his study in in-

tellectual history under the auspices of Russell Sage Founda-

tion as a part of our general program of philanthropic re-

search. Consent for Dr. Kiger's use of the material was

obtained from Representative Brooks Hays, acting chairman

of the Select Committee to Investigate Foundations after the
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death of Congressman Cox, and from Harold M. Keele,

general counsel to the Cox Committee. In the book that

follows Dr. Kiger has made extensive use of the files and the

Hearings of the Cox Committee, and earlier sources. He has

consulted with members of the Foundation staff and others,

but the views expressed are his own.

Joseph C. Kiger earned his undergraduate degree at

Birmingham-Southern College, and his doctorate in history

at Vanderbilt University. He taught history at the University

of Alabama and Washington University (St. Louis). His in-

tensive introduction to foundations began with his employ-

ment in 1952 to direct research for the Select Committee to

Investigate Foundations. It was a brief assignment, but per-

haps unexampled in opportunity for study of foundation de-

velopments. He supplemented the knowledge there gained by

more general studies in the spring of 1953 with this project in

mind. He is now a staff associate of the American Council on

Education.

The Foundation joins Dr. Kiger in expressing thanks to

Representative Brooks Hays and the other members of the

Select Committee to Investigate Foundations, to Harold M.
Keele, the Committee's general counsel, to other individuals

who gave assistance in the course of this study, and to the

Library of Congress.

F. Emerson Andrews
Studies in Philanthropy

Russell Sage Foundation

December, 1953





Introduction

OME fifty years have passed since the

emergence of the large American philanthropic foundation as

a definite and important part of our social and intellectual life.

The nineteenth century saw the creation of several relatively

large foundations; however, they were isolated and were the

forerunners of their twentieth-century progeny.

There have been various works dealing with the history of

individual foundations and with certain aspects of foundation

activity. In addition, there have been various studies of a sta-

tistical and sociological nature concerning foundations. No
attempt, however, has been made to provide a systematic,

historical interpretation of twentieth-century foundation

thought regarding the various principles that have evolved as

the result of foundation planning and operation. 1 Various

reasons account for this lack:

i . The inherent difficulty in treating so elusive a subject.

2. The relative newness of the large American foundation.

3. Consciousness on the part of many foundation officials that

foundations are by their very nature an experimental and fluc-

tuating force; hence their reluctance to state principles.

4. The relative paucity of published material dealing with foun-

dation accomplishment, which is primarily due to a feeling on

1 With the possible exception of Frederick P. Keppel's The Foundation: Its

Place in American Life, published in 1930. Macmillan Co., New York.
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the part of foundations that they should not boast of their

achievements.

The last point is illustrated in the reply of Rockefeller Foun-

dation officials to a government questionnaire which asked, in

part, for a detailed statement of accomplishments of the

Foundation:

Before answering the group of questions in Section E about the

work of The Rockefeller Foundation in several important fields, it

may be useful to comment on the delicate question of claiming

credit, on behalf of a philanthropic foundation, for work which is

accomplished with foundation assistance. The Rockefeller Foun-
dation has been reluctant to seek or to claim credit and would
deeply regret any necessity for doing so by way of self-justification.

The Foundation has sought to promote the well-being of mankind
throughout the world; in doing so, it has sought ways and means
of giving aid and encouragement to others who have the ability

and opportunity to accomplish significant things. The Founda-
tion can use its funds to help construct a giant telescope, but it is

the genius of the men who know how to use the instrument which
pushes back the frontiers of human knowledge. We can provide

funds for fellowships, but it is the high quality of the work of the

fellows themselves which measures the contribution to the well-

being of mankind. . . . While the Foundation accepts full

responsibility for its own actions, it does not wish to assert claims

of a sort which would not accord with the spirit of our collabora-

tion or with the tradition of modesty wisely established by our

founders and past leaders. We are ready to state what we have

done, but much of the assessment of its worth must be left to

others. 1

This book, therefore, is an attempt to supply a concise ac-

count of the various principles which have actuated founda-

tions. In identifying these principles, comments and observa-

tions are valuable, but an irrefutable means is citation of prac-

1 Rockefeller Foundation, Answers to Questionnaire Submitted to the Larger
Foundations by the Select Committee to Investigate Tax-Exempt Foundations
and Comparable Organizations. File Clerk's Office, House of Representatives,
Washington, 1952, pp. 78-79.

Unless otherwise noted, individual foundations will be cited by reference to

the page numbers of the foundation's Answers to Questionnaire. Summaries of the
answers of several foundations will be cited by referring to the respective sections,

with question numbers, of the Questionnaire. A copy of it will be found in

Appendix B.



INTRODUCTION I I

tices. The basic premise of this work, then, will be identifica-

tion of principles by reference to practices.

In attempting to distill approximately fifty years of founda-

tion thinking and practice, certain definitions and limitations

had to be set.

In a general way, what is a foundation? A leading contempo-

rary authority on the subject has defined it thus:

A foundation may be defined as a nongovernmental, nonprofit

organization having a principal fund of its own and established to

maintain or aid social, educational, charitable, or other activities

serving the common welfare. 1

Organizations falling within this general definition may,

according to the same authority, be divided into five or six

subclassifications or types.

First, there is the general research type of foundation whose

names are household words to the American people, Rocke-

feller, Carnegie, Ford. Foundations in this group often have

substantial assets.

Second, is the special purpose foundation. Many such foun-

dations are small.

Third, the family foundation, which is mainly differentiated

from type one in that it serves as an instrument for current

giving and the donor is usually living. Development into the

general research type is common if the assets involved are

substantial.

Fourth, the corporation foundation; established by a cor-

poration rather than a private donor or donors but devoted to

the same philanthropic purposes.

Fifth, community trusts; usually much more restricted in

geographical scope and range of activity than the other types.

Some, by accumulating a great many small sums, have

achieved considerable size.

Finally, although not falling within the definition above,

there is the National Science Foundation, established by the

United States government. This type is a newcomer and pro-
1 Andrews, F. Emerson, Philanthropic Giving. Russell Sage Foundation, New

York, 1950, p. 90.
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vides a channel for government funds to various areas of

research. 1

This study will be confined to the first three of these types,

with emphasis on the first, or general, type. It will analyze

only those American foundations created and operating in the

twentieth century. Earlier American foundations have few, if

any, of the characteristics of those created in this century.

Also, their comparative number and size make them relatively

inconsequential.

With a few exceptions, only those foundations whose assets

total ten million dollars or more fall within the purview of the

work. The emphasis will not be on what the foundations did or

did not accomplish during the period under study, but rather

on the development of basic principles or practices.

Government documents dealing with foundations and

foundation writings and reports form by far the largest source

material in this study. The previously cited Hearings Before the

Select Committee to Investigate Tax-Exempt Foundations and Com-

parable Organizations, held in Washington in the fall and winter

of 1952, are a mine of information. The Answers to Questionnaire,

also previously cited, supplied by 54 of the larger foundations

are particularly valuable. 2 Although the Questionnaire and

the Hearings reflect their primary design to delve into the pos-

sibility of subversive activity on the part of the foundations,

they also are a compendium of opinion on past and present

foundation philosophy. They are unique and significant in

that, prior to their compilation, a body of factual material

dealing with the thought of relatively all the larger American

foundations simply did not exist.

The annual reports of the various Carnegie and Rockefeller

foundations were invaluable as an unfolding account of foun-

dation development. They provided continuity that is ex-

tremely helpful in tracing nuances of thought in this intellec-

tual history.

1 Hearings Before the Select Committee to Investigate Tax-Exempt Foundations and
Comparable Organizations. U. S. House, 82d Congress, 2d Session. Government
Printing Office, Washington, 1953. Statement of F. Emerson Andrews, pp. 24-30.

1 See Appendix A for brief statistical information regarding each of the

foundations.
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Secondary materials included observations and studies made

by foundation officials and others closely connected with

foundations.

This emphasis upon foundation sources was dictated by the

scarcity of other informed opinion. As one observer stated in

1935: "The most amazing thing about foundations is that so

few people—even informed and intelligent people—know

about them." 1 That this opinion still holds true today is

attested by an analysis of information-seeking letters sent out

by the 1952 House Select Committee. These letters, requesting

opinions and views concerning American foundations, were

sent to a hundred leaders in education, business, labor, re-

ligion, and government. They were addressed to men and

women who, it was felt, should be extremely well informed.

Approximately one-third did not reply. Approximately two-

fifths of those replying made comments that were so vague as

to be of no value, or stated that they knew little about the

foundations and declined to express an opinion. The others,

in varying degrees, expressed cogent opinions. Where perti-

nent, they have been utilized in this study. 2

The author is grateful to the members of the House Select

Committee to Investigate Foundations, particularly its chair-

man, the late Representative E. E. Cox, Brooks Hays, acting

chairman of the Committee, and Representative Richard M.
Simpson, ranking Republican member, for permission to use

the files of the Committee.

The Library of Congress was most helpful in providing a

special study room and research aid.

Finally, the writer thanks those individuals who aided him
in this work. He is particularly indebted to Harold M. Keele,

counsel to the Select Committee, who has critically read the

manuscript.

1 Lester, Robert M., "The Philanthropic Endowment in Modern Life," South
Atlantic Quarterly, vol. 34, January, 1935, p. 4.

1 Letters from Various Individuals Solicited by the Select Committee to Investi-

gate Tax-Exempt Foundations and Comparable Organizations. File Clerk's
Office, House of Representatives. Washington, 1952. Unpublished.

A few of these letters were included in an appendix to the published Hearings.





CHAPTER 1

Why Foundations Were

Created

A HISTORICAL study of the principles

that actuate foundations must necessarily concern itself with

causation. Why were foundations created? What were the

motives of the individuals who created them? These are root

questions.

Although the American philanthropic foundation is in many
ways a unique social development, it has deep roots in the past.

Ernest V. Hollis asserts that organizations vaguely similar to

modern foundations appear almost as early as any degree of

civilization.

Fourteen hundred years before the Christian era the Pharaohs

of Egypt were thus setting aside funds in perpetuity. Inscriptions

show contracts wherein the Pharaoh is the donor of specified kinds

and amounts of wealth to a college of priests who, for a designated

portion of the income, obligated their order to use the remainder

to keep the tomb perpetually protected and the religious cere-

monies observed. . . . The Chaldean civilization had almost

identical practices as is shown by a clay tablet, dated 1280 B.C.,

reciting how King Marouttach bought certain lands from his

vassals, built a temple on it, dedicated the whole to the god
Marduk, and endowed a college of priests to operate it.

1

1 Hollis, Ernest V., "Evolution of the Philanthropic Foundation," Educational
Record, vol. 20, October, 1 939, pp. 575-576.

15
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Similarly, the Greeks and Romans adopted these means in

perpetuating certain ideas. 1

The principle upon which these foundations were estab-

lished was religio-ideological; they were primarily designed to

perpetuate the ideas or memory of the individual setting them
up. There is little indication that they were created primarily

to benefit mankind.

The advent of Christianity with its basic tenet of "Love one

another" saw the emergence of a deeper concern for the well-

being of one's fellowman. This concept created a new chapter

in the foundation motivation; indeed, it is the continuing

evolution of this principle that results in our modern founda-

tion. Thus, probably because this new principle was "in the

air," even various pagan Roman emperors prior to Constan-

tine gradually began to shift the emphasis of the foundations

they created from mere attempts to perpetuate their names to

well-conceived plans for the alleviation of some of the suffering

in the Roman Empire. In the early part of the fourth century,

Constantine, the first Christian emperor, decreed that all

public and private giving should be channeled through the

Christian Church.

Function and agency were united; henceforth throughout

the medieval period the Christian Church can be viewed as one

large foundation devoted to the spiritual and physical well-

being of its communicants.

Various attempts to see that the Church made proper use of

the wealth which it administered served to strengthen it as the

primary and even sole means of philanthropy. For instance, in

the sixth century, Justinian's Corpus Juris Civilis promulgated

certain legal safeguards regarding the operation of charitable

bequests under Church supervision. The chief effect of these

was to accelerate the Church's receipt of philanthropic funds.

The purposes for which this relatively large amount of sur-

plus wealth was to be distributed were a mixture of the spiri-

tual and religious, physical improvement and palliation.

Motives were also a mixture of these same factors, although
1 Much of the background material here is based on data from Hollis' article,

just cited, and from William A. Orton's "Endowments and Foundations,"
Encyclopaedia of the Social Sciences, vol. 5, 1931, pp. 531-537.
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concern for one's soul appears to have been more persuasive

than sympathy for one's fellowman. Since the Church was

fundamentally a spiritual organization, in its creation and ad-

ministration of bequests it emphasized the spiritual aspect of

philanthropy at the expense of the alleviation of temporal

woes.

Out of this situation developed two major problems. The
first revolved around the relative merits of religion versus the

practical, physical alleviation of suffering, and the apparent

attitude of the Christian Church to favor the former. The
second grew out of the Church's relative monopoly on philan-

thropic funds. In England, positive action was to be taken on

both.

Prior to the Norman conquest, England acquiesced in the

prevailing medieval principles of philanthropy. After 1066,

however, England stirred restively. First, the Norman kings

rejected the idea that philanthropic holdings were the sole

concern of the Church and outside the purview of secular

authority. Second, and perhaps more important—although

a great deal less tangible—a different idea concerning philan-

thropy had been developing in the English mind. In particular,

Englishmen were questioning the relative merits of the prima-

rily religious or spiritual emphasis in the creation of bequests

and the dispensing of charities.

William Langland illustrates this development in The Vision

of Piers the Plowman. This poem, which is similar to Chaucer's

Canterbury Tales, allegorically paints a description of social life

and thought in fourteenth-century England. Merchants were

advised that they would escape punishment and receive the

Church's reward if they saved their profits:

Therewith to build hospitals, helping the sick,

Or roads that are rotten full rightiy repair,

Or bridges, when broken, to build up anew,

Well marry poor maidens, or make of them nuns,

Poor people and pris'ners with food to provide,

Set scholars to school, or some other crafts,

And relieve the religious, enhancing their rents;— 1

1 Langland, William, The Vision of Piers the Plowman. Translated into modern
English by W. W. Skeat. Chatto and Windus, London, 1931, p. 114.
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Approval of the good works principle and a questioning of re-

ligious forms are evident here.

As long as the fabric of universal Christendom held to-

gether, however, there was no significant change in the

method of philanthropy. The advent of Henry VIII to the

throne of England in 1509, therefore, is significant philan-

thropically as well as religiously and politically. For, in con-

fiscating the holdings of the Roman Catholic Church in the

i 53°'sj King Henry not only broke the religious but also the

foundation pattern. First, the Church monopoly of getting and

giving was broken. Second, and more important, emphasis

upon alleviation of man's discomfort here on earth received

royal approval.

In the reign of Queen Elizabeth this underlying intellectual

ferment regarding the whole question of philanthropic pur-

poses comes to the surface. For in the forty-third year of her

reign the Statute of Charitable Uses was enacted. In spelling

out directly or indirectly those uses which were considered

good, it clearly portrayed a concern with secular affairs. The
wording is strikingly like that of The Vision of Piers the Plowman1

from which we have already quoted:

Some for relief of aged, impotent and poor people, some for

maintenance of sick and maimed soldiers and mariners, schools of

learning, free schools, and scholars in universities, some for repair

of bridges, ports, havens, causeways, churches, sea-banks and
highways, some for education and preferment of orphans, some

for or towards relief, stock or maintenance for houses of correction,

some for marriages of poor maids, some for supportation, aid and

help of young tradesmen, handicraftsmen and persons decayed,

and others for relief or redemption of prisoners or captives, and

for aid or ease of any poor inhabitants concerning payments of

. . . taxes. 2

Thus emerges a basic motivating principle : promotion of the

well-being of mankind; but note the practical, nonritualistic

emphasis in connection with this principle.

1 This relationship was pointed out by Henry Allen Moe in the John Simon
Guggenheim Memorial Foundation's Answers to Questionnaire, pp. 265-270.

2 Pickering, Danby, The Statutes at Large from the Thirty-ninth of Q. Elizabeth

to the Twelfth of K. Charles II, inclusive. Printed at Cambridge University,

1 763, vol. 7, p. 43.
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Following this stamp of royal approval, a great number of

small, narrow purpose foundations were created but very few

that were wide-ranging. This is accounted for by the absence

of another essential element or principle: freedom of action.

In putting an end to the Church's monopoly on foundation

funds, the English appear to have swapped one form of monop-

oly for another: control by the Church for supervision by the

State. And this proved to be continuing, for as soon as the

royal supervision slackened, parliamentary supervision fol-

lowed. Thus, from 1837 on there were intermittent Royal

Commissions of Enquiry, four of which sat continuously for a

period of eighteen years. Finally, a permanent regulatory body

was established in 1 860 which put all foundation activity under

State scrutiny.

Few foundations of note were established in eighteenth- or

nineteenth-century England. With respect to France:

It may be noted that across the Channel, the French Republic,

originally perhaps because of its critical attitude toward the

Church, has exercised a most minute scrutiny over foundations,

and that this is probably the reason why there are so few founda-

tions in France, and why their role is comparatively unimportant. 1

Nowhere among the countries of western Europe, where a

secularization took place in the eighteenth and nineteenth cen-

turies, can we find a group of organizations similar in number
and size to the great foundations in the United States. And, of

course, the concept was entirely foreign to the states of eastern

Europe. 2

Thus, although a basic motivational principle, concern for

the well-being of mankind, was definitely enunciated and ap-

proved, the European state so circumscribed private philan-

thropy as to restrict the growth of any large foundations.

The American Scene

Prior to the Civil War, a few Americans, such as Benjamin

Franklin and Stephen Girard, had set up foundations, but they

1 Kcppel, Frederick P., The Foundation, p. 16.

* Hearings, Statement of Vannevar Bush, pp. 158-159; Dean Rusk, p. 498.
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were limited in concept, size, and scope. It is noteworthy that

the first really significant foundation in the United States grew

out of a bequest by an Englishman, James Smithson, in 1829.

It can also be noted that his creation, the Smithsonian In-

stitution, although established in 1846, is still performing a

great social and educational function. Smithson's bequest of

$508,000 was "for the increase and diffusion of knowledge."

No one has clearly and satisfactorily explained why an English-

man, in the early part of the nineteenth century, should found

a philanthropic institution, with such broad powers, in a still

predominantly backwoods United States. Gould it be that

Smithson was motivated by a concern for his fellowman and

wished to exercise that concern free from hampering, en-

tangling, governmental restrictions?

Not until after the holocaust that was the Civil War do we
get the forerunners of the large twentieth-century American

foundations. Prompted by a deep concern for the plight of the

stricken South, the Slater and Peabody Funds are at one with

the great foundations of the twentieth century. As one writer

notes, in comparing them to later foundations:

There are at least four reasons why these national benefactions

are in a class by themselves. First, the unit by which they measure

their bounty is a million of dollars. ... In the second place,

in every case the donor has made the gift totally without religious

or ecclesiastical conditions. The third noteworthy distinction is

that the scope of each foundation is national or world-wide rather

than sectional or local. The fourth distinguishing characteristic is

that the conditions governing the administration of the trust funds

are in each case general in character, and provision is made for

future modifications as conditions change. 1

The third and fourth characteristics will be discussed in suc-

ceeding sections. The points to be noted here are: (1) For the

first time in the United States foundations with great amounts

of capital have been established. (2) Religious or ecclesiastical

conditions are totally absent in the creation and administration

1 Ayres, Leonard P., Seven Great Foundations. Russell Sage Foundation, New
York, 191 1, pp. 1 1-12.
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of these foundations. It is one that rapid accumulations of

wealth in the United States following the Civil War account

for the ability to create large foundations. A pondering of the

second point, however, must convince one that it can only be

accounted for as the logical outcome of historical development-

After the Slater and Peabody Funds, what were the imme-

diate causes of the surge in American foundations at the turn

of the cen: graham Flexner calls the same concern for

the welfare ofthe impoverished South which actuated Peabody

and Slater the catalytic agent. 1 Too. earlier charitable be-

quests undoubtedly played a vital part in the creation of these

foundations because they set a pattern for giving.2 The crea-

tion in 1903 of the General Education Board is described thus:

This Board was the result of three converging influences: Mr.
r. : : •: t:f _er s : • r. rtr.t r:\15.v 7^.17. zir^z-z .7~.r7-i~. :r. :r.t :::rri~ ::

:r.t Ar:-.t:.:ir. } : : i:..::::::.! Si'Zitr.-. ".e izr.-r.~ri ::' :hr

Peabody Education and the Slater Funds, of which Dr. Wlckliffe

Rose and Dr. Wallace Buttrkk, each ofthem later to be President

of the General Education Board, respectively were officers; and
finally the Southern Education Board with the opportunities for

zzrszriziiv? r.-'.z ir. :r.t Si-:r.rrr. 5:i:t= i-~ :r_i::i:ti :v '-. ur.zer

the leadership of Mr Robert C. Ogden.'

If concern for the welfare of the South can be termed the

catalytic agent in the creation of these foundations, the hand
responsible for the fusion is that of Carnegie.

Andrew Carnegie's ideas in regard to foundations were not

entirely new. As has been stated, the basic principle of concern

for the well-being of mankind was manifest in the creation of

the Slater and Peabody Funds. But Andrew Carnegie was a

dramatic figure, one of the wealthiest men of his era, and con-

'Flemcr, Atvahasa, fMi mad F:-jt.i 1: :

:
-.: Barpa 11: E::s . Nest Y::ii.

* Fosdkk, Raymond B-. The SBmy tf the RxkefeOer FmmdsHm, Harper and

.7.1: - ?-::'.. S-;< ;- _-.::.;- :,.--:.- ?._-... -r t .- :
_.- "it.:-. NV«

V::, :.- -: — H:_, 1.--: V ?v.,-,v r :/..-;,:.-.:- ^ ;-,- £;_:;

-

bM, Columbia University Press, \"eur York. 1938. pp. 76-61 ;KeppeL Frederick P.,P
The Fmrndoti*. p.

Keppd, Frederick P The F—Jsfiw. p. 11
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sequently, one to be listened to by other men of wealth. 1

Furthermore, the dynamic Scotsman was a very articulate

man. His Triumphant Democracy was published as an article in

1886, and The Gospel of Wealth in 1889. The basic premise of

these two works was that the prevailing socio-politico-economic

system was good in that it furnished a greater and greater

number of people with the good things in life. This process was

accompanied, however, by a corresponding increase in the

amounts of surplus wealth held by a few individuals. Carnegie

felt that these extremely wealthy men could do one of three

things with their wealth. Leave it to heirs. Leave it for chari-

table purposes at death. Give it away for charitable purposes

in their own lifetime. The first two he rejected as having been

tried and found wanting. He concluded that the third alone

affords the men of great wealth a means for its wise disposition.

Carnegie then proceeded to suit action to his words. He
really got down to business when he sold his steel holdings in

1 90 1 and started to give away three hundred million dollars.

After ten years of concentrated giving, one hundred and fifty

million still remained. Thereupon Carnegie set up the Car-

negie Corporation of New York in 191 1, which differed from

the foundations he had previously established in being un-

limited in purpose, with the broad aim of advancing and

diffusing knowledge. 2

In the meantime, John D. Rockefeller had written to Car-

negie in a highly commendatory fashion about his philan-

thropic views and had indicated approval of his course of

action.3 Rockefeller began to create foundations almost as

soon as Carnegie. In 1901 the Rockefeller Institute for Medical

Research was established; in 1903, the General Education

Board; in 191 3, the Rockefeller Foundation.

Other minds had also been stirred. Mrs. Russell Sage estab-

lished the foundation bearing her husband's name in 1907.

Somewhat later, the Commonwealth Fund came into existence

1 Harrison, Shelby M., and F. Emerson Andrews, American Foundations for
Social Welfare. Russell Sage Foundation, New York, 1946, pp. 20-21.

* Lester, Robert M., Forty Tears of Carnegie Giving. Charles Scribner's Sons,

New York, 1941, p. 57.

* Keppel, Frederick P., The Foundation, p. 20.
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through the generosity of the Harkness family. In the next

three decades an increasing number of large foundations were

to be formed. By the middle of the twentieth century, approxi-

mately 60 with assets of ten million dollars or more were in

existence.

What principle or motive prompted these actions?

Informed opinion on this subject is varied. One writer states

that there is no one explanation. He feels that foundations owe

their creation to the interaction of various external and in-

ternal forces, such as the development of the capitalistic sys-

tem, rapid accumulations of wealth, and the ideas of rich men.

His emphasis, however, implies that the creation of founda-

tions is largely due to impelling economic factors. 1

Another writer emphasizes the practical reasons for the de-

velopment, stemming from the difficulty of giving away large

sums of money intelligently. He points out that a very wealthy

man could not do it personally. This was true, even if the

wealth was devoted to the simplest form of giving, that is,

direct relief for the unfortunate, for the problem of professional

beggars presented itself. Thus, there followed the necessity for the

creation of an organization that could separate the wheat from

the chaff and act as a general staff for intelligent philanthropy. 2

In the 1930's Eduard Lindeman questioned capitalism and

the profit motive, describing foundations as

. . . symptomatic of the later and the disintegrating period of

our economic development. Their existence reveals, in the first

place, the fact that the vast surplus of wealth accumulated by
industrialists, financiers, and speculators was not needed for pur-

poses of reinvestment. In the second place, the rise of foundations

denotes also the beginning of a rudimentary social consciousness

on the part of those who accumulated the large fortunes or, if a

less polite phrase is wanted, the beginning of a guilt feeling. 3

Although giving foundation creators grudging praise in later

sentences, Mr. Lindeman further states that foundations were
1 Coffman, Harold C, American Foundations: A Study of Their Role in the

Child Welfare Movement. Association Press, New York, 1936, pp. 15-16.
1 Embree, Edwin R., "The Business of Giving Away Money," Harper's Maga-

zine, vol. 161, August, 1930, pp. 320-321.
1 Lindeman, Eduard C, Wealth and Culture. Harcourt, Brace and Co., New

York, 1936, pp. 4-5.
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the projection of rugged individualism into the social sphere

and that their creators wanted to be able to control the redis-

tribution of the wealth they had accumulated.

This same allegation of selfish motives has been duplicated

at the present time. Apparently the main reason for its re-

emergence stems from the various tax laws passed in the logo's.

These laws hiked the personal and business tax rates but pro-

vided exemptions for charitable contributions. Thus, they

made the philanthropic impulse very attractive in a business

and tax way, and the creation of many new foundations since

World War II has been attributed to them. We quote one

comment:

Donors may be primarily interested in building or conserving

private fortunes, or preserving family control over finance or in-

dustry. Accumulation and immobilization of wealth in privately

controlled foundations will serve these ends. Donors can give vast

sums to these foundations without encountering the heavy tax

burden which would otherwise accompany such transfers, and the

foundations, once created, receive continuing tax benefits. 1

An opposing viewpoint emphasizes the idealistic, semi-

religious motive or principle in the establishment of the large

foundations. It is admitted that a desire for publicity or self-

perpetuation may enter into the picture. Too, the tax exemp-

tion feature is noted:

. . . but no one who has examined closely the beginnings of

many modern foundations is likely to escape one conclusion: most

of the founders were seized by a social vision which stirred them
deeply, and which was in many instances a modern expression of

religious feeling. 2

Opinions that ascribe the creation of the large foundations

to economic forces, the guilt feeling, or sheer expediency over-

look the Zeitgeist in which they were predominantly created.

1 "The Modern Philanthropic Foundation: A Critique and a Proposal," Tale

Law Journal, vol. 59, February, 1950, p. 479. See also Eaton, Berrien G., Jr.,

"Charitable Foundations, Tax Avoidance and Business Expediency," Virginia

Law Review, vol. 35, November, 1949, pp. 809-861, and December, 1949,

pp. 987-1051; Lasser, J. K., "Why Do So Many Business Men Start Founda-
tions?" Dun's Review, vol. 57, February, 1949, pp. 15-17, 35~44-

* Harrison, Shelby M., and F. Emerson Andrews, American Foundations for

Social Welfare, p. 23. See also Keppel, Frederick P., The Foundation, p. 18, and
Philanthropy and Learning, Columbia University Press, New York, 1 936, pp. 7-8.
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Prior to the i94o's, United States tax laws provided no com-

pelling reasons for the creation of large foundations. Further-

more, at least until the depression of the 1 930's there was rela-

tively little questioning of the American capitalistic system.

Other definitions to the contrary, this system is more than a

mere economic term; involved are political, social, and ethical

values that present a mystic whole. Without going into all the

ramifications of this system, for present purposes, two ethical

beliefs that were and still are widely and firmly held should be

noted: first, it is morally proper for the individual to amass as

much wealth as possible; second, it is the moral right of indi-

viduals to dispose of this amassed wealth as they desire.

In this context, one simply cannot find a compelling eco-

nomic or political reason for the establishment of these founda-

tions unless one visualizes them as the Machiavellian creation

of far-sighted men attempting to pass or transfer economic and

concomitant political and social power. The question arises:

to whom were they attempting to transfer it and for what pur-

poses? Certainly, some of the children of the donors are still

included among Boards of Trustees, but that is not a satisfac-

tory answer since many had no children. Besides, in most in-

stances where children of donors are board members they do

not constitute a voting majority.

To ascribe a desire to mold the future in a conservative or

liberal shape, as a reason for creation, gets one off on a tor-

tuous road that can end where one wills.

The effects of the passage of the tax laws of the 1940's have

probably been overemphasized in foundation development.

Surely wealth, if spurred by necessity, could find a more pro-

pitious means of perpetuating itself than devoting itself to

philanthropic and humanitarian purposes.

The following conclusions appear evident: (1) American

foundations are the result of the capitalistic system which,

contrary to its European counterpart, allowed neither Church

nor State a monopoly on philanthropic activity. (2) They were

motivated by a concern for the secular well-being of mankind.



CHAPTER 2

Diversity of Operation

HP
AyHE LARGE amount of freedom ac-

corded foundations in method of establishment, types, pur-

poses, and general means used to achieve their aims has been

fully utilized. Thus, a very healthy situation has resulted. Not-

withstanding existing differences of opinion over the relative

merits of various operational procedures, there is a consensus

that these very differences are desirable in themselves.

Charters and Deeds of Trust

Methods whereby foundations are established in the United

States are an example of this diversity. Among the early foun-

dations, the Carnegie Institution of Washington, the Carnegie

Foundation for the Advancement of Teaching, and the Gen-

eral Education Board were incorporated by acts of the Con-

gress of the United States. Other foundations were set up as

charitable trusts by the wills of donors. Most, however, were

incorporated under the laws of particular states. Methods and

means used to achieve corporate status in these states also

varied widely. 1

Charters and deeds of trust may be classified by types and by

purposes. The types are: (i) Perpetual; the donor specifies that

the principal shall be held intact forever and the income alone

1 Andrews, F. Emerson, Philanthropic Giving, pp. 94-96.
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expended. (2) Optional; the donor allows the trustees of the

foundation the option as to the expenditure of principal as well

as income. (3) Liquidating; the donor specifies that both prin-

cipal and income shall be expended by a certain time. Many
variations within these general types exist. For example, the

Duke Endowment, established as a perpetuity, had a provision

in its charter that restricted the expenditure of income from the

endowment until the principal grew to a certain size. Many
foundations of the optional type have certain administra-

tive restrictions in their charters or deeds of trust regard-

ing the disbursement of principal; for example, that notice

be given to the trustees in advance that such action is con-

templated.

Most early foundations were of the perpetual or optional

type. Generally, the Carnegie group falls into the former

category, the Rockefeller group into the latter category.

Julius Rosenwald departed from this pattern in the 1920's by

creating the Julius Rosenwald Fund on a liquidating basis. He
justified his opposition to the perpetuity characteristics of

foundations by citing inequities that had arisen; for example,

the church monopoly in Tudor England and the Mullanphy

Fund established in St. Louis in 1851 to assist pioneers on their

way west. 1

One writer, who later became operating head of the Julius

Rosenwald Fund, felt that Rosenwald's action had wide and

far-reaching repercussions in chartering practices. Thus, he

ascribed the creation of the Couzens Fund in 1929, on a liqui-

dating basis, to Rosenwald's influence. Liberalizing tendencies

in connection with certain Rockefeller grants are also traced

to the same source and the further conclusion is drawn that "in

many less conspicuous cases Mr. Rosenwald's action set a new
pattern of using rather than hoarding of funds for social wel-

fare." 2 Similar, although more cautious, comments can be

1 Rosenwald, Julius, "Principles of Public Giving," Atlantic Monthly, vol. 143,
May, 1929, pp. 599-606.

' Embree, Edwin R., and Julia Waxman, Investment in People: The Story of the
Julius Rosenwald Fund. Harper and Bros., New York, 1949, pp. 31-32.
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found in foundation reports and other works of the late twen-

ties and thirties. 1

Rosenwald's views, however, do not appear to have had an

appreciable influence on the creators of large foundations. This

is shown by an analysis of the 54 foundations answering the

Select Committee Questionnaire. Only five of the 54 are liqui-

dating funds. A small majority are chartered or deeded as op-

tional foundations. 2

The conclusions of Henry S. Pritchett appear to be more

nearly correct. In an article published in 1929 he stated that

any social organization had within itself the seeds of decay;

unlike a business, it had no automatic profit scale by which to

gauge its worthwhileness. He felt that arguments in favor of

perpetuities could be based on Carnegie's reasons for favoring

them: abiding faith in mankind and confidence in the continu-

ing good judgment of trustees. He also noted that a fixed term

endowment could prove a mixed blessing in forcing trustees to

spend money at unpropitious times. His conclusion, however,

was that each type had its place and that, in the last analysis,

choice of good men would make all effective. 3 Similar views

were expressed in the 1929 Annual Report of the Carnegie Cor-

poration of New York.

This agreement to disagree prevails today. No one type of

charter or deed of trust appears to have a monopoly on efficacy

or preference. One writer sums it up this way:

No final agreement has been reached on the relative merits of

the perpetuity with its greater stability, contributing to both the

present and the future but in danger of obsolescence or ineffective-

ness, and the policy of liquidation, making larger sums available

for a brief term. 4

1 Coffman, Harold C, American Foundations: A Study of Their Role in the

Child Welfare Movement, pp. 57-58; Hurlin, Ralph G., "Trends Shown in the

Establishment of Recent Foundations," Changing Conditions in Public Giving,

edited by Alfred Williams Anthony, Abbott Press and Mortimer Walling, Inc.,

New York, 1929, p. 29; Maurice and Laura Falk Foundation, Report, 1 930-1 932,
p. 16.

* Questionnaire, sec. A- 15. See p. 128.

* Pritchett, Henry S., "The Use and Abuse of Endowments," Atlantic Monthly,

vol. 144, October, 1929, pp. 5i7~52 4-
4 Andrews, F. Emerson, Philanthropic Giving, p. 1 00.
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In commenting on American foundations, one student notes

that one of the chief characteristics which differentiate them

from ancient charity is their variety of purposes. He observes

that some cover a wide range of objectives, others are limited

or restricted to aiding one geographic area or some special

group or cause. He concludes that in their purposes they are as

diverse as "the interests of the men who created them.'" 1 Bear-

ing this out, two-thirds of the foundations answering the Ques-

tionnaire of the House Select Committee of 1952 stated that

their charters or deeds of trust empowered them to engage in

activities of a broad, general welfare purpose with no limita-

tions as to locale or use. One-third were restrained as to locale

or use, or both. Those whose charters or deeds of trust specified

the locale invariably were created in that locale. No one section

of the United States had a preponderance of these limited,

local purpose foundations. They are found in New York,

Texas, Colorado, Ohio, and other states.

Health and education were usually the fields designated for

operation by foundations whose charters or deeds of trust speci-

fied that endowments were to be used only for certain pur-

poses. 2

There are wide differences of opinion on how objectives are

to be reached among those foundations with broad, general

purpose charters, as well as those having restrictive charters. In

these foundations resources may be concentrated on a single

region or a single purpose, or even an aspect of that purpose.

Approximately half of the 54 foundations that responded to

the Questionnaire stated that they restricted their operations

with respect to use or locale, despite the fact that two-thirds of

the respondents had general or broad charters. 3

With few exceptions, foundation opinion has preferred gen-

eral or broad charters to those that are specific. It is asserted

that overly specific charters or deeds of trust have been a peren-

nial cause of complaint by foundation administrators. 4 This
1 Coffman, Harold C, American Foundations, pp. 19-24.
1 Questionnaire, sec. B-i. See p. 128.

* Questionnaire, sec. B-2. See p. 129.

* Hollis, Ernest V., Philanthropic Foundations and Higher Education, pp. 81-86.
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feeling, admirably summarized as "trying to outguess the

future," 1
is ludricrously illustrated by the endowment whose

specified purpose was to supply books for a church tower; the

value of the endowment increased to the point that the book-

buying income filled the church tower to overflowing. 2

For one reason or another, some of the 54 respondents de-

clined to state their opinions on the broad as opposed to the

specific charter. 3 A few felt that it would be almost impossible

to delineate exactly between a general and a specific charter;

therefore, the whole matter was one of interpretation. They did

feel, however, that such phrases as "diffusion of knowledge,"

"betterment of mankind," and so on, were too vague. 4 One
foundation official suggested as a possible guide that when the

life of the foundation was limited, the charter or deed of trust

be specific. Conversely, when the foundation was of the per-

petual or optional type, the general purpose charter or deed of

trust could be utilized. 5

A majority of the foundations, however, came out unre-

servedly for the general purpose charter or deed of trust.
6

Thus, the instance of the endowment to provide red flannel

underwear for divinity students in Boston is cited as an example

of the desirability of a general purpose charter. 7 One founda-

tion stated that charters or deeds of trust

. . . should not be specific. The specific type of activity des-

ignated by the founder might be completely negatived. Suppose

it was limited to cancer research only and within the year a cure

for cancer was found. What then? It also would prevent aid on

some problem that did not exist at the time of the designation,

1 Keppel, Frederick P., Philanthropy and Learning, p. 1 70.

1 Idem, The Foundation, p. 25.
3 Cullen Foundation, Answers to Questionnaire, p. 14; John A. Hartford Founda-

tion, Answers, p. 10; Eugene Higgins Scientific Trust, Answers, p. 1 1 ; James Foun-
dation of New York, Answers, pp. 33-34; Kate Macy Ladd Fund, Answers, p. 17;
Mayo Association, Answers, p. 10; William Rockhill Nelson Trust, Answers, p. 1 1.

4 Altman Foundation, Answers, p. 13; Samuel S. Fels Fund, Answers, p. 23;
Godfrey M. Hyams Trust, Answers, p. 52; William H. Miner Foundation,
Answers, p. 31.

6 Carnegie Endowment for International Peace, Answers, p. 1 07.
6 Questionnaire, sec. G-8. See p. 137.
7 Andrew W. Mellon Educational and Charitable Trust, Answers, p. 36.
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1

but which would be more important than the designated objec-

tive. In our community and national life we must rely upon the

sound exercise of human judgment. The same reasons support the

reliance upon the sound discretion of the governing boards of

foundations. 1

Another maintained that since in business enterprises pur-

pose was expressed in broad terms, the same practice should

be employed by charitable corporations. 2
Still another, in ob-

jecting to overly specific charters, held that "it would be a mis-

take to require exact and specific language to describe the type

of activity in which foundations may engage; first, because it

would be almost impossible to describe any activity in such

exact detail so as to leave no room for doubt; and, second, such

exacting requirements as to definition and detail would dis-

courage the setting up of such funds/' 3

The consensus was that, in order to avoid the onus of the

"dead hand," that is, to be able to adjust to changing times

and conditions, a general purpose charter or deed of trust was

best for a philanthropic foundation.

This preference was qualified, however, by a feeling that the

degree of limitation in charters and deeds of trust was a field

where opinion and arrangements varied. Thus, creators of in-

dividual foundations would differ in their views, as would

trustees of particular foundations. Far from being a detriment

however, such diversity was viewed as beneficial. The idea or

principle lying behind this belief is, of course, that operation

under varied charters or deeds of trust tends to prevent ossifica-

tion among the foundations.

Trustees and Officers

Boards, variously titled trustees, directors, and so on, play

the policy-forming and governing role in foundation opera-

tions. Immediately beneath them in the foundation hierarchy

1 Max C. Fleischmann Foundation of Nevada, Answers, p. 15.
1 Association for the Aid of Crippled Children, Answers, p. 1 1

.

* Charles Hayden Foundation, Answers, p. 25.
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are the foundation officers: presidents, vice-presidents, direc-

tors, secretaries, treasurers, counsels, and so on.

Here again, it is hopeless to attempt to deduce a positive

principle or series of principles upon which all foundations

have operated in the selection of these officials, in terms of

background, place of residence, and status in American society.

It is true that various generalizations about desirable charac-

teristics can be made. Keppel listed these: willingness to devote

a considerable amount of time to foundation activity; in the

case of an operating foundation, special knowledge in its chosen

field; independence of judgment; willingness to delegate de-

tails of administration to staff. 1 Contemporary authorities con-

cur in the foregoing qualifications and add the following: broad

experience in varied fields, ability to work as a member of a

team, deep concern or sympathy for the welfare of humanity.2

Concrete, statistical attempts have been made to analyze the

characteristics of trustees. One writer, in 1936, typified the

foundation trustee as

... a man well past middle age; he is more often than not a

man of considerable affluence, or one whose economic security

ranks high; his social position in the community is that of a person

who belongs to the higher income-receiving class of the popula-

tion; he is, presumably, "respectable" and "conventional" and
belongs to the "best" clubs and churches, and he associates with

men of prestige, power, and affluence. His training has been

largely in the arts and humanities and he possesses only a slight

background in the sciences and technologies. He resides in the

Northeastern section of the United States and has attended one of

the private colleges in that region. His "intelligence" is ranked

high by various institutions of higher learning from whom he has

received signal honors. He receives his income primarily from

profits and fees. In short, he is a member of that successful and

conservative class which came into prominence during the latter

part of the nineteenth and early twentieth century, the class

whose status is based primarily upon pecuniary success. 3

1 Keppel, Frederick P., The Foundation, pp. 64-66.
8 Hearings, Statement of Charles Dollard, pp. 327-329; Russell C. Leffingwell,

pp. 372-373; Donald Young, pp. 387-388; Michael Whitney Straight, pp. 412-

413; Alfred P. Sloan, Jr., p. 454; Dean Rusk, pp. 479-480.
• Lindeman, Eduard C, Wealth and Culture, pp. 44, 46.
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A similar study, also published in 1936, drew essentially the

same conclusions. 1

Apropos of the remark that there are "lies, damned lies, and

statistics," fallacies may arise by using mass data for the

generalizations previously mentioned. A survey of individual

boards may be a better method of ascertaining trustee charac-

teristics. On this basis, it has been ascertained that what amounts

to a revolution has taken place in some foundations; the orig-

inal donors and the men they had gathered 'round them on

the Boards of Trustees were replaced by men with a far less

conservative background. 2

A recent critic, while taking the position that the boards

were still "heavily weighted toward conservatism," felt that

they had not allowed their background to influence their deci-

sions affecting foundation policy. This writer believed that

there was little danger of trustees' influencing foundation

policy to the right or the left. He feared that they would exert

no influence at all and merely drift with shifting economic,

political, and social currents.3

Today, decreasing interest is shown in the purely pecuniary

status of foundation trustees. Two more pressing issues are the

geographical distribution of trustees and whether or not they

are paid for their services.

Foundations in the past have been conscious of criticism

leveled at them because of an alleged concentration of "New
Yorkers" or "easterners" on their boards. In 1930 the Annual

Report of the Carnegie Corporation of New York, in a rebuttal

to "the murmurings which are heard from time to time as to

the dominant influence of what is called the 'New York point

of view,'
" 4 called attention to the noneastern background of

two new members. The report concluded that the appointment

of these two men would help to focus the thought of the Corpo-

ration on a national rather than a sectional basis. A 1936 re-

1 Coffman, Harold C, American Foundations, p. 30.

* Hollis, Ernest V., Philanthropic Foundations and Higher Education, pp. 88-90.

* Embree, Edwin R., "Timid Billions: Are the Foundations Doing TheirJob?"
Harper's Magazine, vol. 198, March, 1949, pp. 28-37.

4 Pp. 9-10.
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port of the same foundation stated that "in making new ap-

pointments, greater and greater care is being exercised to en-

large the horizon of the existing Board." 1

Although conscious of the question, foundation officials have

approached it in their characteristically diverse ways. Officers

of several foundations admit that a preponderance of their

trustees is drawn from the New York-New England area. The
reasons for this concentration are basically convenience and

efficiency. They state that there are a large number of qualified

people from whom to choose in this area and that there is no

problem of timing or expense in getting them to New York to

attend meetings. Another important factor is the frequent

necessity for calling special meetings of executive or financial

committees. A California or Arizona resident would be re-

quired to engage in Herculean planning in order to attend

special meetings of these committees. Aside from convenience

and efficiency, it is pointed out that a preponderance of trus-

tees who are residents of the East does not preclude a truly

national viewpoint, since many of them were born in or have

close connections with other parts of the country.2

While admitting the necessity of having an executive nu-

cleus in the New York area, another group of officials feel that

a broader geographical representation is better foundation

policy and is a definite factor in the selection of their trustees.3

Pay for trustees is not so divisive an issue as place of resi-

dence. In general, trustees are not usually paid beyond com-

pensation incidental to meetings and other foundation busi-

ness. There have been, however, outstanding exceptions. For

instance, in its early years the Carnegie Corporation of New
York paid its trustees $5,000 a year. The Duke Endowment has

consistently given its trustees a fixed percentage of its income.

Furthermore, the largest foundation in existence today, the Ford

Foundation, pays its trustees $5,000 annually . A few other foun-

1 P. 38.
1 Hearings, Statement of Charles Dollard, p. 329; Donald Young, p. 387; Dean

Rusk, pp. 480-481.
3 Ibid., Statement of Malcolm Pratt Aldrich, p. 407; Marshall Field, pp. 438-

439; Joseph E. Johnson, pp. 57&"577-
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dations pay varying amounts. In addition, many have one or

more trustees who occupy salaried posts within the foundation.

The thinking that lies behind payment of trustees is that

planning for a large, modern foundation is a difficult, taxing

job that requires a great deal of time and effort. Although be-

lieving that this work can be only partially compensated, this

school holds that, in all fairness, at least a partial payment

should be made. Coincidentally, it is felt that the acceptance

of remuneration places a certain moral obligation on the re-

cipient to attend meetings and devote time to other foundation

business, which he might otherwise shrug off.
1

Others believe that compensation is not a critical factor in

the trustee picture, that the importance of the job to be done

overrides any pecuniary consideration. Too, it is felt that men
who are qualified to be trustees should accept such duties as a

social obligation. Also the feeling exists that there is something

abhorrent about individuals accepting a fee to give the money
of others away for charitable purposes. 2 Finally, there is the

danger of nepotism in this system.

Foundation literature abounds with discussion concerning

the philanthropists and their cohorts, the trustees. Relatively

little has been written about the "philanthropoids," the paid

officers who give the philanthropists
5 money away. 3 Despite

this paucity of information, several observations can be made.

In most instances, foundations are distinguished by their re-

markably small staffs. This is relatively true even in the case of

the largest, the Ford, Rockefeller, and Carnegie, which operate

on a global scale and in an almost bewildering variety of fields.

Because staffs are small and must operate in wide fields, pro-

fessional staff members should have a broad outlook and

knowledge in many fields; colleges and universities have

seemed the natural breeding ground for these qualities, and to

1 Ibid., Statement of Henry Ford II, pp. 224-225; Paul G. Hoffman, pp. 254-
255-

* Ibid., Statement of Charles Dollard, pp. 328-329; Donald Young, pp. 388-
389; Malcolm Pratt Aldrich, p. 407; Marshall Field, p. 438; Dean Rusk, pp. 480-
481.

8 The term apparently originated with Frederick P. Keppel. See The Founda-
tion, p. 58.
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them many foundations have looked in recruiting staff.
1 As one

foundation president expressed it:

We want men who have had a very good education, who have

had some experience in higher education, that is who have

actually been in colleges or universities, who have a great deal of

common sense, and who have absolute integrity and imagination.

We are not too much interested in what fields they have been

trained in, although we would not want to get a staff made up
wholly of chemists or psychologists or sociologists. 2

The meager data available indicate that the background

and characteristics of such staff members are diverse, probably

to a greater degree than is true of the trustees. Accusations of

potential or actual geographical, economic, or other biases

have not been brought against this group.

Backgrounds of foundation trustees and professional staff are

a great deal more diversified today than yesterday. This seems

to be as true in respect to the economic as to the social and

political spheres. It is believed that, relatively speaking, back-

ground exerts little influence on the decisions made. Indeed,

these officials may be so conscious of this background bias ac-

cusation that they consciously or unconsciously make decisions

that are designed to refute it.

In conclusion, although some foundations in the past have

honored it more in the breech than in the observance, the

principle of diversity as regards trustees and professional staff

seems to have been recognized. Increasingly, today, founda-

tions appear to be conscious of it—especially in regard to geo-

graphical diversification. Less emphasis or concern about the

purely economic background of prospective officials is being

displayed.

Operating Practices

It has been said, "Somebody must sweat blood with gift

money if its effect is not to do more harm than good." 3

1 Keppel, Frederick P., The Foundation, pp. 10-1 1; Lester, Robert M., "The
Philanthropic Endowment in Modern Life," South Atlantic Quarterly, vol. 34,
January, 1935, p. 9; Hollis, Ernest V., Philanthropic Foundations and Higher Educa-
tion, p. 98.

1 Hearings, Statement of Charles Dollard, pp. 326-327.
* Carnegie Corporation of New York, Annual Report, 1922, p. 19.



DIVERSITY OF OPERATION 37

The preceding quotation aptly summarizes the problems

that confront a foundation once it has been established and its

trustees and officers named. How does one go about this busi-

ness of giving money away? Again, there are no hard and fast

rules, no maps or guidebooks. Operating practices of individ-

ual foundations are somewhat dependent upon the size of the

foundation and the types of programs to which they are com-

mitted, but are even more influenced by the men who run

them at any given time. Thus, the methods by which founda-

tions carry out their missions are again characterized by wide

diversity.

In a very general way foundations can be said to operate on

either tight or loose lines. The former insist on formal applica-

tions from those seeking grants, usually in writing; in order to

be considered, institutions must conform to certain predeter-

mined standards; these foundations are unlikely to make
grants put of line with their established programs of activity.

The latter do not insist on all the foregoing points, and, in

general, the grants are smaller. While both types have advan-

tages and disadvantages, it can be noted that a foundation

operating on loose lines has a more difficult time explaining

the rationale of its operation. The exchange between Michael

W. Straight, president of the William C. Whitney Foundation,

and Congressmen Aime J. Forand and Richard M. Simpson

at the Select Committee Hearings is exemplificative. Mr.

Straight emphasized the Whitney Foundation's practice of

giving small grants to small groups on a very "flexible" basis,

"flexibility" applying to both the foundation and the group

aided. A "flexible" group was defined as one not institutional-

ized or committed to a more or less perpetual way of operation.

Applying the "flexibility" idea to the foundation itself raised,

first, the issue of slipshod methods and, second, the possibility

of collusion between grantor and grantee. 1

An outstanding example of foundation operation on tight

lines is the Rockefeller Foundation. The impetus in that direc-

tion was probably given by John D. Rockefeller himself.

Creating his fortune by meticulous attention to efficiency, he

1 Hearings, pp. 414-417.
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thought the same methods should be applied to philanthropy.

For example, prior even to the creation of this Foundation,

Mr. Rockefeller stated that the best way for those seeking

beneficence from him was to put their requests in writing. He
added that these written presentations were given careful con-

sideration by an expert staff and that they formed the basis for

any further action. 1

Foundations operate in different ways in respect to the type

of grants made. Some make grants primarily to other institu-

tions or agencies for general or specific projects. Others make
grants (they actually pay salaries) to permanent or semi-

permanent members of their own staff for the performance of

specified tasks. Still others make grants primarily to individual

persons outside the foundation for various purposes. For con-

venience these may be classified as institutional, operating, and

fellowship foundations, respectively. It may be well to note

here that delineating foundations in these classifications is a

rather arbitrary process, for very often a foundation may be

actively engaged in making all three types of grants. Too, there

are exceptions to be noted in nearly all cases and, significantly,

such exceptions are viewed with favor, even by those founda-

tions operating on tight lines. A 1941 report of Carnegie Cor-

poration of New York stated:

One of the best pieces of advice ever received and followed by

the Carnegie Corporation was from Dean Gildersleeve of Bar-

nard, namely, to set aside each year a small percentage of the

income from which grants might be made without reference to

consistency or precedent. 2

Apparently the advice has been followed; for example, three

of the larger institutional type of foundation still allow their

principal executive officers, within monetary limitations, dis-

cretionary powers to make fellowship grants subject to later

trustee approval. 3

1 Rockefeller, John D., "Some Random Reminiscences of Men and Events,"
The World's Work, vol. 17, January, 1909, pp. 11101-11110.

" Pp. 47-48.
8 Carnegie Corporation of New York, Answers, p. 12; General Education

Board, Answers, pp. 21-22; Rockefeller Foundation, Answers, pp. 29-30.
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The institutional type of operation is probably the most

popular and widely used. It has several advantages from a

foundation standpoint. The grantee institution or group re-

lieves the foundation, to a considerable extent, of the responsi-

bility of evaluating and carrying through specific projects or

programs. It allows the foundation to dispense a great deal of

money rapidly. It counteracts a tendency toward "scatteration

giving," that is, a plethora of small, ineffectual grants. It has

the effect, sparked in many cases by the addition of "condi-

tions" to the grant, of causing supplementary grants from

other sources, thus augmenting the force or impact of the

original grant. 1 A further consideration, and one of the utmost

concern, is that of objectivity. In some quarters it has been felt

that it is impossible for an operating foundation, which pays

and, by implication, controls its own staff, to maintain com-

plete objectivity. Thus, early in its career, the Rockefeller

Foundation considered the creation of an operating economic

division similar to the health division. This proposal evoked so

great a public controversy, however, that the project was

dropped, with the result that, except for direct operation in a

few noncontroversial fields such as health, medicine, and agri-

culture, the Foundation henceforth limited itself "to grants to

outside agencies competently organized and staffed to carry on

the work in question. In other words, the Foundation . . .

[became] primarily not an operating agency but a fund-

dispensing agency." It was further explained that

. . . this new policy obviously did not imply that the Founda-
tion would avoid controversial questions. It meant that its ap-

proach to such questions would take the form of grants to agencies

independent of Foundation control. In no other way could the

objectivity of research be established beyond cavil and the projects

freed from suspicion of ulterior interest. This was the new pattern

which the Foundation was to follow for many years to come. 2

The operating foundations, on the other hand, list several

advantages: they can develop a cumulative body of operating
1 Hearings, Statement of Paul G. Hoffman, pp. 239, 253-254; Marshall Field,

P- 437-
1 Fosdick, Raymond B., The Story of the Rockefeller Foundation, pp. 27-28.
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experience, especially, as is true in most cases, if they concen-

trate on a few fields; the close coordination of personnel makes

them especially competent in some research ventures; they

lend themselves to speedy shifts of emphasis, since there are no

long-range commitments to outsiders.

The fellowship foundation is generally considered the most

difficult to operate. Probably, the principal reasons stem from

the fact that this type of granting has none of the advantages

previously mentioned. There can be no delegation of responsi-

bility for administration, or as has been stated "no subcon-

tracting," as in the case of the institutional foundation. On the

other hand, choice of specific programs or projects is more or

less limited, and once grants are made, little guidance can be

exercised. (Attempted guidance would be a violation of the prin-

ciple of the independence of the grantee, of which more will

be said later.) An additional reason was stated in 1952 by Pres-

ident Charles Dollard ofthe Carnegie Corporation ofNewYork:

If you are going to make grants to individuals, you have, in my
judgment, to staff up to a much greater extent than if you are

making institutional grants, because though it may sound absurd,

it takes more careful study, more careful investigation to make a

grant of $5,000 to one individual than it does to give a grant of

a half million to a well-established university, because in one case

you have got to get all of your facts yourself, in the other case the

facts are very readily available, and indeed, you will start with a

good deal of knowledge about the institution. 1

Notwithstanding this observation, the Carnegie Corporation

has recognized the importance of this type of granting. An ex-

amination of the writings of the former president, Frederick P.

Keppel, shows, by implication, a developing interest. In 1930

he offered Zinsser's observation on research as a reason for the

lack of success in applying to other fields the cooperative re-

search practiced in the natural and medical sciences:

Research councils and foundations organize cooperative re-

searches, thinking that shy truth can be snared by the noisy ad-

1 Hearings, Statement of Charles Dollard, p. 350.
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1

vance of a well-drilled company of technicians, forgetting that dis-

covery was ever a solitary task, in which cooperation must be

spontaneous, asked, as the need arises, by one lonely seeker from

another. 1

In various official reports, Mr. Keppel questioned the

efficacy of granting through other institutions and agencies and

concluded that, in any event, there were far too many of these

intermediate bodies. Then in 1936 he discussed the relative

merits of various types of granting and, although admitting he

did not know whether fellowship granting was gaining or losing

favor, he said that he believed that it held great possibilities. 2

While not committing himself or the foundation to a definite

and emphasized adherence to this type of granting, two years

later he stated that, within his foundation, fellowship granting

had been growing from year to year because of satisfactory

results.

He announced that he was engaging a man to take charge of

this augmented type of granting, and that man, interestingly

enough, was Charles Dollard. 3 Finally, the next year, 1939,

Keppel came out unreservedly for fellowship granting. He
maintained that institutions tended to promote the safe and

mediocre rather than the difficult and brilliant persons. He felt

that fellowship grants should be used to combat this situation.

Therefore, the granting of fellowships was to cut across all

lines of foundation activity and Dollard was retained on a

permanent basis to head the program. 4

The outstanding example of a pure fellowship foundation is

the John Simon Guggenheim Memorial Foundation. It de-

votes itself exclusively to making grants to individuals outside

the foundation to enable them to carry out specific projects

that the petitioners themselves propose. Applications are ac-

1 Zinsser, Hans, In Defense of Scholarship: Address Before the Graduate School
of Brown University, Commencement, 1929. Brown University, Providence,

1929, p. 1 1. (Quoted by Keppel on p. 88 of The Foundation.)

1 Carnegie Corporation of New York, Annual Report, 1932, p. 28; 1933, p. 19;
*936 > pp- 40-4 J-

8 Ibid., 1 938, pp. 26-29.

*Ibid., 1939, pp. 30-32.
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cepted for projects in all fields, including the humanities, social

sciences, and fine arts. 1

Conceding that a proposal or application fits into the general

program of a foundation, what is the basis upon which grants

are determined? In a foundation's early years, it is highly prob-

able that the donor decided who were to receive grants. 2 In

later years, what is the basis?

Question B-5 of the 1 952 Select Committee Questionnaire

asks for the basis upon which grants were determined. The
answers to the question throw little light on the problem. All

but a few are so vague that they are relatively worthless. Many
probably misconstrued the question. In any event, for those

giving clear and detailed answers, the following generalization

may be made: Specific committees of the Board of Trustees are

appointed to compare and evaluate all applications. In addi-

tion, foundation staff members make careful, on-the-spot in-

vestigations of many of the applications and make detailed

written and verbal reports to the Board of Trustees or its com-

mittees. After this process has been accomplished, final deter-

mination of grants is made by the vote of the whole Board of

Trustees. 3

Foundation Investments

Writing on this subject in 1 930, Keppel made the following

observations: American foundations operated more efficiently

in this field than their English predecessors; foundation trustees

take the initiative as regards investment policies; larger foun-

dations usually have a full-time investment officer working

under a finance committee of the trustees; a reserve fund is

usually built up to guard against bad investments; in general,

trustees are more interested in the soundness of investments

than in yield. Also, he discussed, nonconclusively, whether in-

vestments should be made for income solely or combined with

an attempt to further foundation purposes. 4

1 Hearings, Statement of Henry Allen Moe, pp. 601-603.

* Embree, Edwin R., and Julia Waxman, Investment in People, pp. 28-29;
Andrew W. Mellon Educational and Charitable Trust, Report, 1 930-1 945, p. 15.

8 Questionnaire, sec. B-5. See p. 1 29.
4 Keppel, Frederick P., The Foundation, pp. 35-38.
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Sixteen years later, two authorities, covering approximately

the same ground, state frankly that they will confine them-

selves "to certain aspects of general investment policy bearing

on the special needs and purposes of foundations." Thereupon,

they postulate that, in general, a conservative principle pre-

vails of favoring investments that are secure rather than those

yielding a high degree of return. They add, however, that the

practice of including more common stocks in portfolios is grow-

ing. They merely phrase the question as to whether or not a

foundation should invest solely for income or attempt to further

implement its program by its investment policy. Concluding,

Harrison and Andrews assert that antisocial investments and

investments that lend themselves to accusation of undue busi-

ness influence by a foundation or its officials "are unwise, not

for financial reasons, but because of effects on the foundation

program or reputation." 1

With the exception of the aforementioned volumes, little has

been written in this field of foundation activity. It is true that

one chapter of a rather journalistic 1938 work2 deals with the

investments of the Carnegie Corporation of New York, the

General Education Board, and the Rockefeller Foundation.

Its conclusion seems to be that "there is no unanimity about

what constitutes good investments among the foundations.

... It even happens sometimes that one foundation is selling

the same security another foundation is buying."

Only one statement concerning investments appears in the

report of the Hearings conducted by the Select Committee to

Investigate Foundations. This was Charles Dollard's reference

to the doctrine of the prudent man, as pursued by the Carnegie

Corporation of New York:

We will not put more than 5 percent of our total investment in

common stocks into any one business corporation or stock. Con-
versely, we will not hold in our portfolio more than 1 percent

of the stock of any single business corporation. . . .

3

1 Harrison, Shelby M., and F. Emerson Andrews, American Foundations for
Social Welfare, pp. 70-73.

2 Coon, Horace, Money to Burn: What the Great American Philanthropic
Foundations Do with Their Money. Longmans, Green and Co., New York, 1938,
pp. 248-274.

» Hearings, p. 353.
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The dearth of information concerning foundation invest-

ments is probably due to the fact that, with the exception of

some of the older foundations, such as the Rockefeller and

Carnegie, few foundations publish comprehensive reports of

their financial dealings.

In the absence, therefore, of detailed, factual analysis or in-

formation on the subject of foundation investments, one can

only surmise as to principles. It seems safe to assume, however,

that, although some of the principles previously enunciated are

followed by the foundations whose officers proclaimed them,

there is great diversity in holdings and investment methods.

This diversity derives in part from the varied securities given

by the donors and in part from the differing characteristics of

the men making up individual boards of trustees.



CHAPTER 3

The Function of a

Foundation

ThHE CONCEPT of the function of a foun-

dation is closely interwoven with other threads in the pattern

of philosophy and practice. In introducing a discussion of the

problem of disentangling this skein, Keppel said:

Please don't look for logical sequence in the discussion of foun-

dation policies upon which I am about to embark. It isn't there.

I've tried the different sections in half a dozen different orders

without success. With so many different questions of principle

arising in connection with the making of any particular grant, and
so much to be said on both sides, I am consoling myself with the

thought that perhaps the best way for you to grasp the many
difficulties of the situation is precisely through the feeling of com-
plexity and confusion which I am sure my treatment of the matter

will furnish. 1

Similarly, in his book covering the relationship of founda-

tions to higher education, Hollis expressed the opinion that the

principles and policies of the foundations are as complicated

and involved as those that govern the institutions of higher

learning in the United States. 2

Historically, one of the chief concepts distinguishing the

American foundation from its European counterpart is the
1 Keppel, Frederick P., The Foundation, pp. 34-35.
* Hollis, Ernest V., Philanthropic Foundations and Higher Education, p. 27.
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prevention of the ills of mankind rather than palliation. It is,

of course, true that this concept was advanced in England at

least as early as in the United States. 1 The absence of compa-

rably large foundations in England, however, allowed no place

for its practical application and refinement. In any event, the

turn of the century saw the emergence of the large American

foundation and a simultaneous enunciation of the principle of

prevention. For instance, in 1906, one writer surmised:

If I have rightly conceived the dominant idea of the modern
philanthropy it is embodied in a determination to seek out and to

strike effectively at those organizedforces of evil, at those particular causes

of dependence and intolerable living conditions which are beyond the control

of the individuals whom they injure and whom they too often destroy. 2

Commenting on philanthropy in general, John D. Rocke-

feller stated that it was hard to give away money successfully

and that haphazard methods of giving it away were due to a

lack of thought and effort. He pointed up these observations by

alluding to the practice of giving to relieve present ills of man-
kind rather than attempting to eliminate or prevent the causes. 3

It is not strange, then, that a few months after the first meet-

ing of the Rockefeller Foundation a "memorandum on princi-

ples and policies" was adopted which embraced the following

points:

1. Individual charity and relief were not to be considered.

2. Projects of a purely local character were to be excluded,

unless they were in the nature of a demonstration.

3. No permanent good could be anticipated by giving aid

for any purpose that was incapable of invoking a desire on the

part of the recipient to assist and carry it forward.

4. Outside agencies should not become permanent or in-

definite charges.

1 Gray, B. Kirkman, Philanthropy and the State, or Social Politics, P. S. King
and Co., London, 1908, p. 2; Hurlin, Ralph G., "Trends Shown in the Estab-

lishment of Recent Foundations," Changing Conditions in Public Giving, edited by
Alfred Williams Anthony, p. 26.

2 Devine, Edward T., "The Dominant Note of the Modern Philanthropy,"
Proceedings of the National Conference of Charities and Correction, 1906, p. 3.

3 Allen, William H., Modern Philanthropy. Dodd, Mead and Co., New York,

1912, pp. 213-223.
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5. Gifts in perpetuity to other institutions should not have

tight restrictions.

6. Preventive projects were to be preferred to projects of a

palliative type. 1

Analysis of the foregoing principles reveals that, basically,

they all relate to the principle of prevention rather than pallia-

tion. As they were applied another principle developed

—

concentration of effort.

Early reports of the Rockefeller Foundation and the Car-

negie Corporation show an awareness and belief in this princi-

ple. Their income is cited as only a drop in the bucket com-

pared to government or industrial budgets for parallel activi-

ties. Therefore, in order to exert any influence, they must con-

centrate their funds and avoid "scatteration giving." This

accounts, in part, for a further principle of withdrawing from

a project once its usefulness has been demonstrated. Despite

this belief in the efficacy of concentration, however, it was felt

that it should not be carried to the point that all projects call-

ing for small budgets should be ignored or rejected. Rather,

the question was one of emphasis. 2

That all philanthropy was not following this trend of

thought, however, is evidenced by the bitterness of an attack

in 1 92 1 on palliative giving. In an Atlantic Monthly article

Cornelia J. Cannon held that to give aid of a temporary and

palliative nature was a blunder. She admitted that some might

suffer if such charity was curtailed, but maintained that in the

long run more would benefit by its elimination. After all, she

concluded, "Our task is not buttressing the weakness of our

fellows with our strength, but organizing the energies of man
to reconstruct his world." 3 A recent observer voiced some-

what the same conviction. He charged that "the shotgun

method" became too prevalent in the operations of the Rocke-

feller Foundation after 1937. In addition to being a mistaken

1 Fosdick, Raymond B., The Story of the Rockefeller Foundation, pp. 22-23.
J Carnegie Corporation of New York, Annual Report, 1927, p. 16; 1932, pp. 27-

28. Rockefeller Foundation, Annual Report, 191 7, pp. 19-21; 1924, pp. 9-1 1.

3 Cannon, Cornelia J., "Philanthropic Doubts," Atlantic Monthly, vol. 128,
September, 1921, p. 299.



48 OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

principle, he continued, such practice made it impossible for

anyone to gauge the relative effectiveness of programs. 1

Implicit in these criticisms is the belief that "scatteration

giving" or "the shotgun method" has a tendency toward

palliation. In other words, many small projects cannot reach

and remove the root causes of mankind's troubles.

What is the situation today? What do the foundations con-

sider to be their function? The replies to the House Select Com-
mittee's Questionnaire throw some light on these questions.

Section G-i asks the direct question: "What, in your opinion,

is the function of tax-exempt philanthropic and educational

foundations in society today?"

Approximately one-fourth of the replies showed little aware-

ness of the role they should be playing. Three foundations ig-

nored the question completely. Five stated that they had

neither the experience nor knowledge to answer the question

and offered as reasons the limited purpose of their charters or

self-imposed limitations of activity. Others answered in such

vague and general terms as to make their replies relatively

meaningless.

Another fourth of the answers were more specific. Several

foundations expressed their concepts of function, however,

only in terms of their own purpose or objective. One merely

said that the function of a foundation was to carry out the will

or intent of its founder. A few, construing the question very

literally, concluded that there was no one function; that func-

tions varied as much as the needs of the social order. The re-

mainder of this group concerned themselves primarily with the

socio-political implications of foundation functioning. Thus,

they maintained that foundations relieved the taxpayer of some

of his burdens. Conversely, they felt that foundations could be

guided solely by impartial, nonpolitical motives, the end result

being that the function of foundations was to serve as an alter

ego to government or business, or to both. One foundation

freely admitted that government could, of course, curtail or

even abolish foundations,

1 Flexner, Abraham, Funds and Foundations, pp. 83-88, 97-99.
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. . . but something in the heart and soul of America would die

if all endowed institutions were destroyed. The destruction of the

foundation of general philanthropic purpose would almost cer-

tainly lead to attacks upon endowed educational and cultural

institutions, and endowments for religious purposes would not be

far behind. 1

Venture Capital

Approximately half of the 54 foundations answering the

Questionnaire stated, in one form or another, that the primary

function of foundations is to provide the capital for worthwhile

projects that cannot be financed from other sources. The
phrase that these foundations employed in describing this

concept is "venture" or "risk capital."

One foundation, in detailing its venture-capital concept,

compared the function of the modern foundation to that of aid-

ing pioneers in the early history of America. The frontier of

knowledge, as was the old frontier, is difficult of access; there-

fore, funds are needed. Foundations, then, should provide the

stakes for these treks into the unknown and unchartered

wilderness of knowledge. 2

Another foundation expressed the concept thus:

The foundations act as catalysts in research and education

through support of new ideas and invasion of unexplored fields of

knowledge. Foundations can take gambles on new ideas which,

until proven, need not be supported by universities or by public

funds. By support of individuals and institutions foundations have
been able to advance standards of education and research.3

In addition to the pioneering and gambling aspect, the neg-

lected areas of man's activity were also pointed to as fertile

fields for venture capital:

There are also fields which, although not new or experimental,

lack adequate support. The humanities are an outstanding ex-

ample. Support from government and industry is forthcoming in

1 Buhl Foundation, Answers to Questionnaire, p. 26.
8 Carnegie Foundation for the Advancement of Teaching, Answers, p. 42.
3 Josiah Macy, Jr., Foundation, Answers, p. 13.
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large measure for the natural sciences, including biology and
medicine, and the social sciences are receiving wide attention.

Much less support is available for the humanities, which are as

important as science to the health of a culture. 1

The validity of the concept of venture capital was upheld by

the Twentieth Century Fund. It reasoned that the function of

philanthropy and education could be divided into two cate-

gories: (i) philanthropic and educational functions which

communities have come to accept as necessary in the public

administration of a modern state; (2) philanthropic and edu-

cational functions which communities consider desirable, but

because of their nature not necessary or unsuited for state in-

tervention. Examples in the first category are hospitals and

universities. An example in the second category is religion. It

is then pointed out that the public idea of what should be state

or publicly supported has continually changed. Thus, in

Galileo's Italy, state support of religion was practiced. Non-

support of the experiments which he was conducting was also

an accepted practice. In the United States today the practices

are exactly reversed: private support for religion, public or

state support for experimental work in the natural sciences.

The conclusion, of course, is that foundations should provide

the capital which programs that would advance man's knowl-

edge lack for one reason or another. 2

When did the venture-capital concept of function emerge?

Hollis testified that "the theory of venture capital does not date

back past World War I in foundation experience." 3 As a

definitely enunciated principle this is probably true. In the

earlier concept of prevention rather than palliation, however,

it seems that the concept of venture capital is implicit. It would

merely be a matter of time and experience until the latter

would be clearly stated. Certainly by the 1920's several foun-

dation officials were making conceptual statements that border

very closely on that of venture capital. While head of the

1 Old Dominion Foundation, Answers, p. 35.
2 Twentieth Century Fund, Answers, pp. 42-44.
8 Hearings, Statement of Ernest V. Hollis, p. 17.



FUNCTION OF A FOUNDATION 5

1

Spelman Fund, Beardsley Ruml held that, in general, private

funds were best used in projects of a novel or experimental

nature or for those not yet accepted as a public responsibility. 1

George E. Vincent, while president of the Rockefeller Founda-

tion, in a 1928 interview told a reporter that "foundations

justify themselves in proportion as their trustees and officers

recognize the duty not only to support tested projects but also

to experiment, not blindly to follow tradition, to aim at quality

not quantity of achievement, even to take certain risks for the

sake of possible progress, not merely to play safe." 2

The same feeling permeates the writings of Henry S. Prit-

chett, former president of the Carnegie Foundation for the

Advancement of Teaching, and Frederick P. Keppel.

Testimony given before the House Select Committee in 1 952

reveals a nearly unanimous verdict for the venture-capital

concept. 3 One official stated that he had read previous testi-

mony before appearing himself and noted this unanimity of

opinion. He felt that he might be accused of plagiarism for

echoing the same idea, but assured the Committee that this

concept had been in his mind before he knew what others had

testified.
4

Many witnesses, espousing the concept of venture capital,

were quick to point out the difficulties and disadvantages in

applying the idea. One problem applies either to preventive

efforts or the venture-capital concept—the need to act as an

experimental standard-setting organization. The foundation

should attempt to select projects which, once their value has

been demonstrated, will find popular support. Thereupon, the

foundation can disengage itself to sponsor new ventures. Other-

wise, the venture-capital concept would die a-borning in con-

1 Keppel, Frederick P., The Foundation, p. 43.
2 Dodge, Faith Hunter, "In the Service of Humanity," Pan-American Maga-

zine, vol. 41, December, 1928, p. 204.
8 For examples see Hearings, Statement of F. Emerson Andrews, p. 44: James

S. Simmons, pp. 86-87; Marshall Field, p. 449; Alfred P. Sloan, Jr., p. 454. For
a somewhat dissenting opinion see Hearings, Statement of Alfred M. Kohlberg,
pp. 669-671. Mr. Kohlberg objected to the use of foundation funds as venture
capital in the field of "governmental policy."

4 Hearings, Statement of Joseph E. Johnson, p. 583.
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tinuing support of projects probably becoming less and less

venturesome. 1 An example of the disadvantage of this with-

drawal policy was offered by the president of the University of

Missouri, who, in speaking of the interrelation of foundations

and higher education, said that grants growing out of the

venture-capital concept were apt to be "inciting" or "acceler-

ating" grants and when a foundation withdrew from a project

the institution sponsoring it was often at a loss for means to

continue it, no matter how worth while or successful it might

be. President Middlebush's conclusion was that it behooved

institutional administrators to consider this disadvantage when
initiating projects requiring foundation support and, con-

versely, if foundations initiated the project, they should adopt

a more responsible and far-sighted attitude. 2

Another difficulty voiced by many witnesses was one that

seems inherent in the concept of venture capital. It is criticism

on the part of a few or many of projects undertaken. Some felt

that this criticism may have become more vocal because of the

changing nature of the particular areas of foundation interest.

In the late twenties and early thirties as the federal govern-

ment and other public sources began to support health, agri-

culture, and the natural sciences to a greater and greater de-

gree, foundations began to move into the social and humanistic

areas where it was felt their limited funds could be utilized to

the best advantage. It was clearly recognized that they were

entering more controversial fields but the need was held to be

so great and the potential rewards for mankind so enormous

that they went ahead. 3 One witness explained, "When you

turn to that field [humanistic and social studies], at every step

you are stepping on somebody's toes." He held, however, that

it was the proper function for foundations to plow ahead any-

way, since if they did not, nobody would. And "if the bound-

aries of knowledge are pushed back and back and back so that

our ignorance of ourselves and our fellowman and of other

1 Ibid., Statement of F. Emerson Andrews, pp. 46-47; Keppel, Frederick P.,

The Foundation, pp. 43-44.
1 Hearings, Statement of Frederick Middlebush, p. 1 1 1

.

8 Ibid., Statement of William I. Myers, p. 135; Dean Rusk, pp. 487-488.
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nations is steadily reduced, there is hope for mankind, and

unless those boundaries are pushed back there is no hope." 1

Ford Foundation officials explained in great detail that their

basic reason for braving possible criticism was their adherence

to the venture-capital concept of the function of foundations.

Henry Ford II, chairman of its Board of Trustees, reasoned

that foundations, being human institutions, were bound to

make mistakes. He indicated that mistakes in programs dealing

with humanistic and social problems might evoke quite a bit of

criticism, but he concluded that "it is better to risk mistakes in

enterprising efforts to help solve such important problems than

to leave the problems unsolved." 2

Robert M. Hutchins, one of the associate directors of the

Ford Foundation, suggested that the only remedy for this

problem of criticism was to get the people to understand that

the proper function of a foundation is to take calculated risks

in controversial areas, namely, areas where other institutions

and agencies dare not or cannot go. In addition, he warned the

foundations themselves not to become afraid of criticism. He
held that the way to guard against this is to have a constant

influx of new personnel. 3

One official discounted fear of criticism and stated that

while his foundation was concerned about public opinion, the

probability of criticism, fair and honest or otherwise, did not

greatly influence decisions. He explained that his fellow officers

felt that such criticism could not "put us out of business."

Furthermore, the Board of Trustees, made up of men serving

without compensation, could not be accused of harboring tim-

orous souls. Thus, he said that he could not recall a single in-

stance where fear of criticism had influenced a board decision. 4

Actual implementation of the concept of venture capital was

explained by this same witness at the Select Committee Hear-

ings. He testified that capital was not ventured on experimental

1 Ibid., Statement of Russell C. Lemngwell, pp. 375-376.
1 Ibid., Statement of Henry Ford II, p. 220. See also statement of Paul G.

Hoffman, pp. 229, 255.
8 Ibid., Statement of Robert M. Hutchins, pp. 282-284.
4 Ibid., Statement of Charles Dollard, pp. 339-340.
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or risk projects merely because they were risky. Rather, a care-

ful selection was made to find those which, although risky,

gave most promise of proving truly effective in furthering the

well-being of mankind. Phrases that were voiced in this con-

nection were "pivotal points" and "looking for leverage." In

other words, it was explained, "We are always looking for the

place where you will get the maximum impact with a given

amount of money." 1

Two concrete examples of the application of the venture-

capital concept were offered. One of these was the use of foun-

dation funds for fellowships and other aids to young men of

talent. It was pointed out, however, that this was not so easy

as it might appear because identifying brains at an early age

was a complex problem and that, even with the exercise of the

possible judgment, a considerable degree of risk would be best

taken since only a fair number of the persons selected would

realize the estimates placed on their abilities. 2 The second ex-

ample offered was support of basic research, particularly at the

university level. Here, it was maintained, the inquiring mind
should be provided the wherewithal, even though no practical

application of the results of that inquiry might be immediately

visible.
3

Programs—Development

What is the basis of selection of the programs foundations

institute? How do they differ in their approach to the problem

of programming and planning? Or do some of them consider

it a problem? Have there been any significant changes in this

respect? Finally, in a general way, what has been the impact

of the concepts of prevention and venture capital upon founda-

tion programs? With the total number of grants, in the case of

one foundation at least, running as high as one thousand an-

nually, 4 one may well ponder the preceding questions.

1 Ibid., pp. 341-342.
2 Ibid., Statement of Dean Rusk, p. 491.
3 Ibid., Statement of Frederick Middlebush, p. 115; Alfred P. Sloan, Jr.,

p. 457; Dean Rusk, pp. 491-492.
4 Ibid., Statement of Dean Rusk, p. 479.
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Those foundations giving great thought to ascertaining their

function in our society, have also put great thought and effort

into their programs. The reverse is also true. Thus, certain

general, rational principles of programming tend to develop

among those foundations that have given careful thought to

their function. It may be noted, too, that those same founda-

tions, with few exceptions, embrace the preventive venture-

capital concept of function. The others present a hodgepodge

of indiscriminancy, probably traceable to inertia; or they pre-

sent programs that have been so finely delineated by donor or

trustee action that there is little opportunity for alternative

courses of action. In developing the history of programming,

one is compelled to rely on the first group because the latter

simply does not offer any explanation for the way in which its

members do business.

The first annual report of the Rockefeller Foundation states

that its early meetings were devoted to discussion as to what

the best program might be for the new organization. 1 Keppel

believed that there was a growing tendency for trustees to

spend more time and thought in developing programs of action

rather than in following the policy of drift and allowing appli-

cations for aid to indicate general lines of action. As proof of

this contention he cited the shift from the habit of giving funds

for general endowment purposes to support of institutions and

activities whose work fitted into a specific foundation program.

Thus, the Carnegie Corporation's grants for general endow-

ment or equipment during the period 1 921-1924 were shown

as falling from 77 per cent of the total to 33 per cent. 2 Several

foundation reports covering approximately the same period

comment on this shift from gifts for general endowment to

those for a specified purpose. 3 A fairly recent study of the type

of gifts made to institutions of higher learning in the two dec-

ades following World War I provides substantial, statistical

proof of this shift from gifts for endowment or general purposes
1 Rockefeller Foundation, Annual Report, 191 3-1 91 4, p. 1 1.

•Keppel, Frederick P., The Foundation, pp. 40-42.
3 General Education Board, Annual Report, 1 929-1 930, p. 3; Milbank Memo-

rial Fund, Twenty-Fifth Anniversary, 1930, p. 37.
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to those of a more specific nature. At the beginning of the

period, four-fifths of the gifts were primarily for general en-

dowment; by 1940 this had declined to 36.3 per cent of the

total. 1

This trend in programs, arising as it does primarily from a

more positive approach on the part of foundations, should not

be construed as an indication that programs are formed in

ivory towers. Quite the contrary is true. Consultation and
studies outside the foundations have increasingly been an in-

tegral part of foundation programming.

Consultation, however, is not practiced by all the founda-

tions. A 1936 study of 55 foundations showed that over half

made no use at all of outside consultation.2 In 1 938 Hollis drew

somewhat the same conclusions.3 This might lead one to sus-

pect that those foundations not consulting outside sources

would do the greatest amount of program planning inside. The
exact reverse is true. Reason for this statement lies in a com-

parison of the answers to two questions asked by the 1952

Select Committee Questionnaire. One of these, number 7 of

Section B, asked: "Is any individual or group of individuals

charged with the duty of originating and developing plans,

programs, and proposals for the distribution of your funds?"

The other question, number 6 of Section C, asked: "In the

making of gifts, grants, loans, contributions, or other expendi-

tures does your organization consult with any other organiza-

tions such as the United States Government, educational

groups, religious groups, labor groups, veterans' societies,

patriotic societies, foreign governments, other foreign agencies?

If so, explain."

Of the 54 foundations answering the first question, B-7, 19

indicated that no specific individuals in the foundation were

directly charged with a planning or programming responsi-

bility. All except three of this same 19, in answering the sec-

1 Goldthorpe, J. Harold, Higher Education, Philanthropy, and Federal Tax Ex-
emption, edited by Dorothy Leemon. Series V, no. 7, American Council on Edu-
cation Studies. The Council, Washington, 1944, pp. 7-8.

8 Coffman, Harold C, American Foundations, p. 32.

3 Hollis, Ernest V., Philanthropic Foundations and Higher Education, p. 107.
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ond question, C-6, indicated that they consulted no outside

sources in the making of gifts or grants.

It is admitted that the two questions bear on somewhat dis-

similar phases of foundation activity. Too, the negative an-

swers to the first question do not preclude the possibility that

planning of programs, perhaps a great deal of it, is accom-

plished in those organizations. At the very least, however, the

conclusion seems inescapable that there is a definite correlation

between evidence of thoughtful program planning and outside

consultation.

What are the approaches used by foundations that consult

outside sources? First and obviously, there is the simple process

of the foundation official getting the opinion of a man from

outside the foundation on a proposed program. As the founda-

tions grow in experience, we witness the growing practice of

dependence on recognized groups of experts rather than in-

dividuals. Indeed, several foundation historians attribute, at

least partially, the creation of such organizations as the Social

Science Research Council and the American Council of

Learned Societies to a response to foundation need for groups

of experts who could aid them in planning and programming

and, later, in implementing the projects chosen. 1

A third method used in developing programs is the study of

the principles and practices of other foundations. Various re-

ports of the Carnegie Corporation of New York, in urging the

preservation of foundation records, stressed their importance

as guides to both new and old foundations. 2 It is hard to gauge

the extent of the use of this method; however, several founda-

tions have asserted that at the time they became active they

took advantage of such records. The Rosenwald Fund, for in-

stance, when it really began operation as a foundation in 1928,

made a careful study of the programs of older foundations to

find a program that was not duplicated by foundations or other

1 Keppel, Frederick P., The Foundation, pp. 69-74; Hollis, Ernest V., Philan-

thropic Foundations and Higher Education, pp. 109-1 10. See also Carnegie Corpora-
tion of New York, Annual Report, 1 936, p. 39.

•Carnegie Corporation of New York, Annual Report, 1930, pp. ir-12; 1941,

PP- 50-5 1 -
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agencies. 1 The Falk Foundation stated in its organizational

report:

It was obvious that the Board's first task was to learn what was
most worth giving to, and what methods of giving might best

accomplish a constructive and lasting good. Accordingly, it was
determined that action on applications should be held in abey-

ance until the Executive Director of the Foundation had made a

thorough study of first, the programs and policies of older founda-

tions; and second, such neglected fields for giving as might be

discovered in his survey of the programs of the trusts. 2

The Twentieth Century Fund asserts that it, too, considered

the activities of the older foundations in developing its pro-

gram. 3

Another method used is the study, conducted by persons

inside or outside the foundations and usually devoted to the

consideration of a limited portion of the proposed program.

This method was particularly useful to the Rockefeller Foun-

dation, the Carnegie Corporation of New York, and the

General Education Board in the formation of their programs

in higher education. Many of the studies, because of various

factors, were confidential in their nature; consequently, it is

difficult to determine their relative influence in programming. 4

Published reports, such as that made by Abraham Flexner on

medical education, 5 however, indicate that they have probably

had a very great influence.

Am interesting and novel variant on this method is the ap-

proach used by the recently reorganized Ford Foundation. It

merits elaboration. Rather than trying to find areas or fields

neglected by others in which to labor, the leaders of this Foun-

dation felt that they should attempt to find out directly from

the people all over the country the consensus as to how the

1 Embree, Edwin R., and Julia Waxman, Investment in People, pp. 32-33.
2 Maurice and Laura Falk Foundation, Report, 1 930-1 932, p. 2.

3 Twentieth Century Fund, Annual Report, 1 933, pp. 8-9.

4 Hollis, Ernest V., Philanthropic Foundations and Higher Education, pp. 28-29.

6 Flexner, Abraham, Medical Education in the United States and Canada: A Report
to the Carnegie Foundation for the Advancement of Teaching. Bulletin 4. The
Foundation, New York, 1910.
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Ford Foundation should use its resources. The chairman of the

Study Group, H. Rowan Gaither, Jr., thereupon organized a

committee which "in the course of a few months . . . covered

a quarter of a million miles by air travel, and put in about 7^
man-years, not counting the time of the interviewees and con-

ferees; they directly conferred with over a thousand men and

women in the United States." This committee determined the

Foundation's program, not by seeking and studying fields in

which to labor, such as medicine, education, and so on, but

rather by looking for the most pressing problems confronting

mankind all over the world. It was primarily on the basis of

this peripatetic analysis of problem areas that the global pro-

gram of the Ford Foundation was formulated. 1

The foundations that give continuous thought to planning

their programs have always tried to keep abreast of changing

conditions. The periods immediately following the two world

wars have apparently been periods of the greatest transition.

This is only natural, for the whole structure of world society

underwent changes as a result of these cataclysms. In general,

foundation programs have changed in the following manner.

After World War I they shifted from programs of giving for

general purposes to specific programs with particular em-

phasis on research and study in the troublesome and relatively

neglected fields of human experience. Since World War II

more and more programs have attempted to remedy the prob-

lems in these fields by education, demonstration, and so forth.

Today, approximately two-thirds of the larger foundations

mentioned previously as answering the 1952 Questionnaire

seem very eager to keep their programs up to date. These

foundations indicated that they considered the planning of

programs a very important portion of administration. Quite

a few stated that programming was primarily performed by

the trustees. Most of them, however, allocate program develop-

ment to the chief executive officer, a staff member, or a com-

bination of both. This latter practice appears to be the policy

1 Hearings, Statement of H. Rowan Gaither, Jr., pp. 195-218. See also Ibid.,

Statement of Paul G. Hoffman, p. 255; Report of the Studyfor the Ford Foundation on

Policy and Program, 1949, pp. 9-25.
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of those foundations with relatively larger resources, operating

in a variety of fields. Only one instance was found where the

programming function was delegated to a group outside the

foundation.

Hand in hand with programming is the continuation of the

consulting policy by this same group of foundations. Both in-

dividuals and groups are consulted. It can be noted that con-

sultation with the various organs of the federal government

appears to be an increasingly common practice, particularly

in the fields of education and social welfare at home, and in all

phases of foundation activity abroad. Various societies hereto-

fore mentioned, such as the Social Science Research Council

and the American Council of Learned Societies, are also fre-

quently consulted. 1

Program and the Venture-Capital Function

The prevention and venture-capital function is abundantly

illustrated by past foundation programs in the natural sciences,

medicine, and agriculture. Witness the Rockefeller Founda-

tion's hookworm, malaria, and yellow fever campaigns, and

the Carnegie Corporation of New York's aid in financing the

Flexner Report. Very recently, of course, we have the ventures

taken by the Rockefeller Foundation in advancing funds for

the construction of a cyclotron at the University of California;

research made possible by this instrument had much to do with

the creation of the atomic bomb. Such foundation ventures,

however, are now taken for granted; their initial experimental

nature has been forgotten in the face of the indisputable re-

sults, and they are now almost universally applauded.

Quite the contrary has been true in the field of education

(used in the broad sense) and especially in the humanities and

social sciences. As Keppel explained, the average American

regards the natural sciences, the humanities, and the social

sciences in three different ways. The first he trusts; he does not

understand them or even pretend to, but he trusts them, for

1 Questionnaire, sec. B-7, 8; sec. C-6. See pp. 129, 130.
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1

they have given him material comforts and stirred his imagina-

tion. The second he does not even think about, except possibly

when news of the opening of some Egyptian tomb is published.

The third make him uncomfortable and "in no mood to con-

tribute toward their solution [that is, problems in the social

sciences] by supporting the very steps he extols when they are

applied to problems in the natural sciences." Thus, Keppel

concluded that the natural sciences will receive ever-increasing

public support; the humanities will slowly get a little more;

but the social sciences will continue to depend on the founda-

tions for their support for an indefinite period. 1
It is in these

latter two fields, which comprise a majority of the subjects

compounded in that vague term, general or liberal education,

that the sharpest and clearest illustrations of programs resulting

from the preventive venture-capital concept are to be found.

Therefore, this section will primarily be devoted to foundation

programs in liberal or general education.

The first thing to be noted in connection with foundation

programs in education is that probably they have constituted

the largest percentage of total programs. A half-dozen authori-

ties, ranging over a period of sixteen years, attest this fact.
2

A survey of the 54 foundations answering the 1 952 Question-

naire reveals essentially the same situation. Virtually all of

them, in one way or another, listed education as a part of their

programs. 3

Lindeman believed that all donors had education in mind

when they made their bequests. 4 This interest in education

extends from the creators of many of the large foundations

right down to present-day donors and officials. The chairman

of the board of one of the largest, for instance, testified recentiy

1 Keppel, Frederick P., Philanthropy and Learning, pp. 25-29.

'Lindeman. Eduard C, Wealth and Culture, pp. 20-27; Embree, Edwin R.,
"The Business of Giving Away Money," Harper's Magazine, vol. 161, August,

1930, p. 328; Hollis, Ernest V., Philanthropic Foundations and Higher Education,

pp. 1 21-126; Seybold, Geneva, compiler, American Foundations and Their Fields,

4th ed., Raymond Rich Associates, New York, 1939, p. 35; Harrison, Shelby M.,
and F. Emerson Andrews, American Foundationsfor Social Welfare, pp. 79-81.

1 Questionnaire, sec. E-3a. See p. 1 33.
4 Lindeman, Eduard C., Wealth and Culture, p. 25.
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that "the enterprise of education is perhaps the most important

single enterprise that there is in the United States of America." 1

What are the reasons for this deep and continuing interest?

Lindeman believed that donor interest and foundation aid

reflect the American belief that the way to "get ahead" socially

and economically is through education. 2

This assumption, based as it is on economic determinism,

contains an element of truth, but it overlooks the idealistic and

spiritual beliefs that form so large a part of the American mo-
tivational pattern. This writer believes that the continuing

interest in education reflects the basic American philosophy of

progress. Despite the many present-day Spenglerians fore-

telling doom, Americans generally have an implicit faith that

by study and learning the world will become a better and

better place in which to live. Both the men who founded and

those who have guided the foundations shared this belief.

Tying in this belief with the concept of prevention rather than

palliation, it is readily understandable why so many founda-

tions sponsor educational programs. For by study and learning

many of the woes of mankind could be alleviated or eliminated

right at the source, the mind of man itself. Now, education is

composed of two processes. First, there is the transmittal of cul-

ture from one generation to the next. Second, there is the crea-

tion, or derivation, or alchemizing, or call it what you will, of

new knowledge; in other words, the taking of what is acquired

under the first process and producing, by various means and

methods, something that was not there before. This second

process is, or should be, the function of higher education.

In general, foundations operating on the preventive venture-

capital concept of function have been primarily concerned

with the second or creative aspect of education and a large

portion of their educational programs has been devoted to

higher education. They have aided the first when the base or

method for transmission of culture has either been absent or

impaired. This, in a general way, seems to explain the origin

1 Hearings, Statement of Russell C. Leffingwell, p. 372.

* Lindeman, Eduard C, Wealth and Culture, p. 26.
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and changes in the educational programs of the foundations

embracing the preventive venture-capital concept.

It explains, for instance, the pension program of the Car-

negie Foundation for the Advancement of Teaching, which,

while it provided pensions for teachers, did far more. It pro-

vided a sound base for secondary and higher education in the

United States, both faculty- and curricula-wise.

It explains the activities of the General Education Board to

provide a base for secondary and higher education in the South

which, owing to the ravishing effects of the Civil War, was

gravely impaired.

It explains the broad shifts in educational programs which

took place in the last half-century. Thus, the period from 1 900

until World War I saw foundation attention focused mainly

on the base or transmissional aspects of education in the form

of gifts for endowment and buildings. The period from the end

of World War I to 1 924-1 925 saw programs entailing grants

for special endowments, such as medical buildings, equipment,

and so forth. Since that time, with the increasing public sup-

port of the first phase of education, the foundations have dis-

played increasing interest in the second. Research programs,

for example, have been increasingly aided. Keppel, in 1930,

said: "The prosecution of fundamental researches will remain

one of the major opportunities, perhaps the major opportunity,

of the foundations, so long as they themselves endure." 1 Vari-

ous foundation records, and the writings of persons connected

with foundations, indicate the same belief. 2

Some light is thrown on the relationship between the preven-

tive venture-capital concept and education by the answers to

the 1952 House Select Committee Questionnaire. Generally

speaking, foundations that embrace the preventive venture-

capital concept of function are those that have taken the lead

1 Keppel, Frederick P., The Foundation, pp. 89-90.
2 General Education Board, Annual Report, 1 927-1 928, p. 5; John and Mary

R. Markle Foundation, Annual Report, 1936, p. 5; Rockefeller Foundation, Annual
Report, 1929, p. 175; Fosdick, Raymond B., The Story of the Rockefeller Foundation,

pp. 140-142; Hollis, Ernest V., Philanthropic Foundations and Higher Education

p. 298.
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in developing programs devoted to the second or creative

phase of education. The others devote their funds primarily to

providing buildings, general endowment, and so forth. Too,

this latter group tends to operate on a restricted, local basis

rather than a national or international one.

The same pattern regarding consultation, discussed in a

general way in the preceding section, is apparent here. Foun-

dation programs in education founded on the preventive ven-

ture-capital concept do the greatest amount of outside consul-

tation. The others do relatively little or none at all.

None of the foundations makes attempts, per se, to present

divergent views on controversial educational issues. Their

position seems well taken. It would be asking too much of a

group at all convinced of the value of a specific educational

program to support one that is exactly contrary.

All the foundations, many of them probably not aware of

philanthropic history, either make no grants to religious groups

at all or, if so, they do not allow the religious factor to be a con-

sideration when designing their educational program. 1

One, if not the most persistent, question concerning the edu-

cational foundation that has cropped up pertains almost solely

to foundations that embrace the preventive venture-capital

concept of function. This question involves the degree of con-

trol exercised by the foundations over the educational system

in the United States. Although the broader aspects of this ques-

tion will be considered in the next chapter, it is so intimately

associated with education that it cannot be ignored here.

Are the foundations in large measure controlling our educa-

tional system through the application of the preventive

venture-capital concept? The contention of some is that gifts

for endowments or buildings can, at the most, be only limited-

control factors, whereas grants for research and specific pro-

grams can guide and shape the drift of ideas. Thus, harried ad-

ministrators, in quest of financial assistance, would tend to

adapt their faculty policy and curricula to the established

policy of the particular foundation.

1 Questionnaire, sec. E-3a-h. See p. 133.
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Perhaps the best way to answer this question is not to turn

to the denials of foundation officials or educators, but to dis-

cuss briefly an educational program which in the past received

some foundation support. Variously termed, it is commonly

known as "progressive education." One of its generally ac-

cepted doctrines is that methodology in teaching is as, if not

more, important than knowledge of the subject taught. Thus,

it seemed to make little difference if the teacher really knew a

particular subject. Of major importance was his ability to

teach it. The classic example of the result of this concept is the

student matriculating in one of the great midwestern universi-

ties who failed mathematics but received the grade of ioo in

how to teach it.
1

A development in this movement was the proliferation of

courses dealing with methodology to the point that substantive

courses were being crowded out of the curriculum. And even

if the curriculum did include an adequate number, students

frequently found it possible to elect relatively few, since the

number of methodological courses for the fulfillment of degree

and teacher certificate requirements was prescribed. The net

result of the system was that it produced many individuals

knowing the methods exactly but having nothing to teach.

In supporting some projects in progressive education, the

foundations from time to time have been labeled inaugurators

or backers of the idea as a whole. Yet, today, two of the out-

standing educators of the country, who were very closely asso-

ciated with either a university or foundation while foundation

support of progressive education was being provided, have

openly expressed their opposition to many of the ideas asso-

ciated with progressive education. Indeed, one of them is now
an associate director of the Ford Foundation, which is provid-

ing money for The Fund for the Advancement of Education.

This Fund, in turn, has inaugurated the so-called "Arkansas

Experiment," which runs contrary to progressive education's

emphasis on methodology. 2

1 Hearings, Statement of Henry M. Wriston, p. 185.

• Ibid., pp. 184-190; Robert M. Hutchins, pp. 267-279. See also Ibid., State-
ment of Alvin C. Eurich, pp. 310-315.
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Even if the foundations wished to control or direct educa-

tion, it would be a very difficult thing for them to do. It has

been aptly said, "A professor is a man who thinks otherwise."

Probably, foundation support was given, for a time, to progres-

sive education because it was a "new" idea or approach that

might offer a solution to various pressing educational needs.

What seems a most fitting answer to this question of in-

fluence or control was that given at the recent Hearings of the

House Select Committee by one of the educators referred to

above. When questioned as to the extent "educators and the

educational institutions lead the foundations, or in reverse, the

extent to which the foundations tend to lead the educators and

educational institutions," 1 he replied, "I think it is a mutual

influence." 2

1 Ibid., Statement of Harold M. Keele, p. 1 76.

2 Ibid., Statement of Henry M. Wriston, p. 1 76.



CHAPTER 4

Freedom of Action

W,ORDSWORTH's immortal words con-

cerning Englishmen can also be applied to foundations; they

"must be free or die." This is especially true if they are to carry

out the preventive venture-capital concept of function, to

which a majority of the larger ones adhere. In examining the

statutes relating to foundations we find that American juris-

prudence has traditionally recognized this fact by not hinder-

ing their growth with crippling legislation.

Legal Aspects

It has already been noted that foundations are allowed a

wide latitude in the manner and means by which they are

created. In large part this develops from the dual system of

government set up by a constitution which reflected distrust of

centralization of power. Thus, foundations can be established

by a variety of means under the aegis of the federal or a state

government. Also, the widest possible freedom is allowed a

donor in selecting his philanthropy. Section 101 (6) of the

Internal Revenue Code, under which the vast majority of the

larger foundations function, provides tax exemption in the

following terms:

Corporations, and any community chest, fund, or foundation,

organized and operated exclusively for religious, charitable,

scientific, literary or educational purposes, or for the prevention

67
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of cruelty to children or animals, no part of the net earnings of

which inures to the benefit of any private shareholder or indi-

vidual, and no substantial part of the activities of which is carry-

ing on propaganda, or otherwise attempting, to influence legisla-

tion.

Thus, very general statements of purpose such as "the welfare

of mankind" have been interpreted as socially useful, and

deserving of tax exemption.

Once they are created, what amount of freedom are founda-

tions afforded?

Supervision over charitable trusts and foundations is prima-

rily a state function. Federal jurisdiction is limited to the usual

appellate powers of the courts and application of the taxing

powers. 1 Basically, both state and federal supervision rest on a

combination of chartering and taxing powers.

Machinery for the supervision of charitable trusts and foun-

dations by the states is provided by the court. However, the

court does not raise issues concerning foundations; it only

hears them. Another state official, usually the attorney gen-

eral, is the one who actually investigates and initiates any

action that might bring a foundation into a court of law. The
means whereby the attorney general keeps himself informed,

and thus supervises foundation activities is usually the periodic

report of the foundation. But in most states, the system of

reporting is in a chaotic condition. Even in the few states

where there is machinery for enforcing reporting, the problem

of setting it in motion still remains, and is usually complicated

by inadequate staffing in the attorney general's office. In the

last analysis, then, reporting is usually dependent upon the

cooperation of the various trustees.

Because of the tax exemption granted foundations and

charitable trusts recently there has been a tendency in two or

three states for tax boards and commissions to exercise control

indirectly over such institutions by denying or removing tax

exemption.

1 Except for controls over federal corporations.
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Federal supervision over charitable trusts and foundations

rests squarely on the federal government's ability to grant and

revoke tax exemption to those organizations. Issuance and

revocation of such exemption chiefly depends, as is the case

with the states, on written reports furnished by the foundation.

The Bureau of Internal Revenue has the most direct responsi-

bility for supervision of philanthropic organizations, since these

reports are forwarded to the Bureau and processed, ruled on,

and filed there. The degree of supervision is, again as in the

case of the states, subject to manpower limitations. In contrast

to the state governments, however, the Bureau of Internal

Revenue performs the role of court, attorney general, and tax

commission, all in one. Appeal from decisions, of course, can

be taken to the federal courts. 1

In the case of both state and federal governments illegal

operation may lead to revocation of tax exemption, or possible

prosecution for fraud. Recent testimony by a Bureau of In-

ternal Revenue official shows, however, that these prosecutions

are reserved for only the most flagrant cases and are few in

number. 2 Once a foundation has been established there is very

little supervision of its activities. To quote one commentary:

"The freedom of charitable foundations to operate as they

please is virtually complete." 3

Within such limitations, then, the donor has complete free-

dom in defining the purpose of his philanthropy and the man-
ner in which he sets it up. His foundation, once set up, has

complete freedom in planning its program. Nowhere do we
find the omniscient group—lay, religious, educational, or gov-

ernmental—spelling out in exact and precise terms how philan-

thropic funds shall be expended. Here, in this writer's estimation,

lies the key to the rise, rapid growth, and influence of Americanfounda-

tions. It is the opportunity to do good unhampered by confusing bureau-

1 The basis for the foregoing interpretation is Eleanor K. Taylor's Public

Accountability of Foundations and Charitable Trusts. Russell Sage Foundation, New
York, 1953.

2 Hearings, Statement of Norman A. Sugarman, pp. 79-80.
3 "The Modern Philanthropic Foundation: A Critique and a Proposal," Tale

Law Journal, vol. 59, February, 1 950, p. 484.
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cratic restrictions. Foundations are the natural outgrowth and

expression of the private enterprise system. The essential

ingredient in both can be called "freedom of action."

Foreign Activity

Have the larger foundations and charitable trusts of the

United States fully utilized their unique freedom of action?

The answer is an emphatic "yes." The widest range and

multiplicity of programs has been inaugurated under this

principle. Perhaps the epitome in its application and develop-

ment is the foreign activity engaged in by many of the larger

foundations. Unless, of course, restricted by charter, the foun-

dations are perfectly free to carry on their activities anywhere

in the world, foreign governments permitting.

Of the 54 foundations responding to the House Select Com-
mittee Questionnaire, approximately one-fourth indicated

that their programs included at that time or had previously

included some foreign projects. 1 Without exception those in

this grouping embrace the preventive venture-capital concept.

Prominent among their number are the three largest: Ford

Foundation, Rockefeller Foundation, and Carnegie Corpora-

tion of New York.

Six of these maintain offices and staffs in foreign countries.

They tend, however, to locate in different countries. Thus, one

foundation has an office in France, another in Mexico, another

in India. This lack of duplication is not due to prior consulta-

tion but primarily to varying interests at different periods on

the part of the individual foundations.

Accustomed as we have grown to sizable United States gov-

ernment bureaucracies abroad, the foreign staff employed by

these foundations is amazingly small. The number ranges from

several informal representatives of the John Simon Guggen-

heim Memorial Foundation, who never receive more than $50

a year for expenses, to the 46 full-time staff members employed

by the Rockefeller Foundation in its various foreign offices.

Because of its historical interest in international medicine and
1 Questionnaire, sec. E-3, 4; sec. F-i. See pp. 133-134.
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1

health the latter employs the largest staff. The average number

of employees abroad is five or six persons per foundation.

During the past five years, the proportion of the total

amount expended abroad by these foundations to that ex-

pended in the United States averaged 10 per cent. Highest,

again, was the Rockefeller Foundation, which averaged ap-

proximately 25 per cent for the period.

One is struck very forcefully by the policy either stated or

implied in the foreign activities of these foundations. It is the

clearest distillation of the preventive venture-capital concept.

This policy is one of preventing war, and, concomitantly, pro-

moting peace.

In striving to promote international peace, the foundations

have adopted various approaches. Exchange of persons, par-

ticularly scientists and scholars, has been one of the most

favored devices. The Kellogg Foundation, in explaining its

policy and working practices in this respect, stated:

One of the major objectives of the Foundation's international

programs has been to bring about better international under-

standing through cultural exchange .... Fellows are placed in

the educational centers best suited to prepare them for their work
after they return home. In planning programs attention is given

to the social and cultural as well as professional needs of fellows

and they are provided with an opportunity to become acquainted

with United States cultural centers. They are visited at regular

intervals by members of the Foundation staff and each fellow has

a preceptor at the educational center to whom he may look for

advice and counsel. 1

Another method utilized has been the establishment of "area

programs" at various universities in the United States and

abroad for the intensive study of all aspects of the culture of a

particular foreign area or country. Language, history, litera-

ture, and other such subjects form the curricula of such centers.

Outstanding examples are the Russian Institute at Columbia
University, and similar programs at Stanford University and
the University of Washington. The Rockefeller Foundation

1 Kellogg Foundation, Answers to Questionnaire, pp. 61-64.
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and the Carnegie Corporation of New York have been largely

responsible for promoting this work. Various other methods

that aim at enlarging knowledge about our relations with

foreign countries have also been employed. Chief among these

are study and discussion groups and aid for scholarly studies in

various fields of international relations. Projects of this nature

have been instituted at home and abroad.

The Carnegie Endowment for International Peace is the

only one of this group engaged in international activities that

was chartered solely for work toward international peace. 1 The
expenditures of the Ford Foundation, however, for the promo-

tion of peace probably exceed those of the Endowment. One-

fifth of the Ford Foundation's total effort is specifically de-

voted to programs in this area. It may be noted here that this

Foundation has instituted projects which include all the peace

promotional types heretofore mentioned.

None of the larger foundations operating in foreign areas has

attempted to prescribe what percentage of its funds should be

spent abroad. The foundations apparently feel that the prime

consideration is the goal. Thus, in answering questions raised

at the Hearings before the House Select Committee of 1 952 as

to the wisdom of granting tax exemption for foundation ex-

penditures in foreign fields, Paul Hoffman expressed the

opinion that all foreign activity and expenditures should be

related to the goal of peace; that being the foundation goal, it

made no difference whether the money was spent at home or

abroad. He concluded that, in the last analysis, every dollar

spent abroad might repay the American people many times

over if permanent peace were obtained. 2

Foundations carrying on foreign activities also engage in

extensive consultation regarding their projects. As might be

expected, the United States Department of State is the organ-

ization most frequently consulted. United Nations is also fre-

quently consulted. Advice is usually asked, too, of a variety of

other organizations, both at home and abroad, particularly

1 Hearings, Statement of Joseph E. Johnson, p. 581.
2 Ibid., Statement of Paul G. Hoffman, pp. 232-237.
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when a specific project is in the planning stage. The Ford

Foundation reply to the question of consultation may be con-

sidered typical:

Policies and programs dealing with international relations are

developed only after fullest consultation with individuals and

groups not employed or otherwise directly connected with the

Foundation. These include men in Government informed on the

particular questions involved, and men who are interviewed in

on-the-ground investigations abroad. Other points of consultation

are the many voluntary American associations with long experi-

ence abroad. . . . The agencies and individuals consulted can-

not be neatly catalogued; they have varied with the country and

the nature of the project.

The Foundation then added that in individual countries the

heads of government, leaders in ministries affected, and

United States diplomatic and technical staff were normally

consulted, but that in some areas consultation with foreign

governments was limited because of unstable economic and

political conditions. 1

This policy of consultation, however, is not to be construed

as an abridgment of the principle of freedom of action. In

their relationship with the United Nations, for instance, all the

foundations that engaged in foreign activities stated that they

had no official ties with that agency. In their relations with our

Department of State they have kept the Department informed

of their activities and have been friendly, but independent.

Various officers of these foundations have served the State

Department as consultants or in other part-time capacities.

Too, many of their projects were inaugurated almost as dual

ventures. But foundation projects have not been controlled by

the views of the State Department nor have their agreements

with foreign countries been subject to State Department ap-

proval. 2

In contacts with foreigners and their institutions and govern-

ments, the foundations have also guarded their freedom of

1 Ford Foundation, Answers to Questionnaire, pp. 49-5 1 .

1 Questionnaire, sec. E-3D, 4a-h; sec. F-1-8; see pp. 133, 134, 135-136. See also

Hearings, Statement of Paul G. Hoffman, pp. 233-234.
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action. In most instances, therefore, the foundations do not

operate directly unless they have the very fullest cooperation

and understanding with the host country. Very often such

understandings are spelled out in written agreements. The
foundations, rather, tend to make grants to private organiza-

tions and individuals. In no case do these foundations deal

with a particular political party or group in any foreign coun-

try. Nor do they allow any agents, employees, or affiliates to

engage in political activity in any foreign country. The reasons

are, of course, obvious. If these foundations were to engage in

political activity of any kind, their freedom to operate in such

countries would sooner or later be curtailed or abolished.

Independence of Grantees

The question of the degree of independence of grantees

merits consideration at this point, for the independence of

their grantees is a reciprocal principle of the foundation's own
freedom of action. The one cannot be logically or even

morally justified unless the other is also true.

The allegation that foundations are schemes to ensnare,

trap, and control those who accept their largess has been one

of the most consistent criticisms leveled at them. The very

emergence of foundations occasioned such an outcry. For

instance, one of the most outspoken critics of the Carnegie

Foundation for the Advancement of Teaching and the General

Education Board was Bishop Warren A. Candler of the

Methodist Episcopal Church, South. In a booklet published in

1 909 and significantly titled Dangerous Donations and Degrading

Doles, or A Vast Scheme for Capturing and Controlling the

Colleges and Universities of the Country, Candler maintained

that universities were one of the most powerful units, if not the

most powerful, in molding society. European experiences were

cited as proof. He held that the foundations' offer to aid educa-

tion was nothing but an attempt to seize thorough-going con-

trol of the country. Once such aid was accepted, he predicted

a drive for federal aid to education and a movement to make
the Commissioner of Education a Cabinet officer. From that,
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he contended, it would be only a short step to federal super-

vision of education. Next would come fixed and guided courses

of study in all fields: economic, intellectual, moral, and social.

With the last, he touched on the implications that such a

"national" control of education might have for the racial

situation in the South and California. He concluded that the

various sections of the nation and particularly the South

should reject the proffered aid of the foundations and should

pay for and control their own educational systems. 1

Somewhat later, from a different section of the country, a

famous bacteriologist and professor at the Harvard Medical

School voiced, although much less vehemently, several aspects

of the same criticism. Zinsser, however, wanted foundation

money but deplored "control" of the direction of medicine by

some foundations. He favored foundations making grants for

specified purposes but "leaving the details of procedure and

organization entirely to the governing bodies of the beneficiary

institutions," thus eliminating the "irritation and the appre-

hensions . . . from a relationship which should be one purely

of gratitude for great benefactions." 2

An address to the Medical Society of the County of New
York in 1931 echoed Zinsser. While admitting that many
foundations, particularly the Rockefeller and Carnegie groups,

have accomplished notable work in medicine, the view was

expressed that some of the others "must learn that their func-

tion is to provide means for the advancement of thought, not

to control thought." 3

In Wealth and Culture Lindeman dismissed influencing of

grantees with an offhand, "Such influence is obvious. . . .

" 4

What does one of the most experienced of the foundation

officials say about this matter? In the 1930's Keppel was not

1 Candler, Warren A., Dangerous Donations and Degrading Doles, or A Vast
Scheme for Capturing and Controlling the Colleges and Universities of the
Country. Privately printed, Atlanta, Ga.(?), 1909.

•Zinsser, Hans, "The Perils of Magnanimity," Atlantic Monthly, vol. 139,
February, 1927, p. 249.

* Kopetzky, Samuel J., Foundations and Their Trends. Privately printed, New
York, 1 931, p. 14.

* Lindeman, Eduard C, Wealth and Culture, p. 19.



76 OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

sure of the foundation's tendency to take control over grantees.

He admitted that the "bulk" of "recent criticism" had been

directed at this aspect of foundation practice, but he main-

tained that it was a hard question to answer. 1

In a subsequent foundation report Keppel stated:

Relations between the foundations and what may be called the

grant-consuming public have been steadily improving. It is no
longer felt by applicants that obeisance need be made as a condi-

tion of receiving attention, for it is recognized that the foundation

is quite as anxious to find outstanding opportunities for carrying

out its trust as the applicant is eager to receive financial aid. 2

Several years later, in speaking of trustees, he said:

The most significant change of all is in their attitude toward the

recipients of grants. They no longer feel, as they once did, that the

act of paying the piper confers ipso facto the right to call the tune

in all its notes and quavers. 3

Apparently Keppel felt that relations in this delicate field left

much to be desired in early foundation days. A more optimistic

tone is shown later, however. Much of the credit for the im-

provement, granting it to be valid, must go to this foundation

philosopher. His approach in this field throws light on how a

meeting of minds can be arrived at without coercion.

A foundation must not try either to be too efficient itself or to

enforce too much efficiency upon others. In the preliminary stages

of reaching an understanding, the tempers of its officers may be

tried by badly organized meetings and conferences and by dis-

cursive presentations, but with patience a meeting of minds can

ultimately be achieved. Any attempt to help in the administration

of grants after they have been voted tends to break down the

recipient's sense of full responsibility. 4

This question of the relative independence of grantees

springs in a measure from the follow-up procedures inaugu-

1 Keppel, Frederick P., The Foundation, pp. 47-48.
2 Carnegie Corporation of New York, Annual Report, 1931, p. 29.

*Ibid., 1938, p. 47.
4 Ibid., 1 941, p. 50.
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rated by a vast majority of the larger foundations. These de-

veloped out of a desire to see that their money was not being

wasted, and to compile a historical record that might prove

useful in guiding future policy. 1

The answers of 54 foundations to the House Select Com-
mittee throw some light on the question. 2 Eight of them em-

ployed little or no follow-up procedure. Some were of the

operating type; therefore the question did not concern them.

One gave as its reason for not following up grants that it had

"complete confidence" in its grantees. The others stated that

their grants were for definite and specific purposes and the

results were apparent with little or no investigating.

Over half of the 54 followed up their grants on a very in-

formal basis. Their chief reliance was on written progress re-

ports from the grantees. For example, one foundation an-

swered :

No formal "follow-up" is made. In our letter of notification to

the grantee we request copies of the published reports of scientific

work resulting from our grants. These, together with progress

reports, are in our files.
3

Some 10 or 15 foundations had adopted formal procedures

in following up grants. They explained that thorough investi-

gations preceded each grant. Once the grant was made, the

follow-up procedures normally took one of three forms or a

combination of all three. (1) Officers and staff members spent

a substantial portion of their time visiting grantee institutions

or individuals. It was pointed out that training and experience

taught these officials to gauge progress, but not to attempt to

direct or control. (2) Routine progress reports, or, in some

cases, mere summaries when the work was completed. (3)

Budgetary reports; apparently great emphasis is placed on this

portion of the follow-up. It was explained that this procedure

was not very necessary on grants given in a lump sum. On
1 Keppel, Frederick P., The Foundation, pp. 68-69.
a Questionnaire, sec. G-3. See p. 1 30.

•Josiah Macy, Jr., Foundation, Answers to Questionnaire, p. 8.
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those calling for renewal or spaced over a period of years,

however, such reports assured the foundations that no frauds

were being perpetrated by their grantees. If such a situation

were exposed, remedial action could be taken before further

installments on such long-term appropriations were paid. It

was added that the actual application of these three procedures

varied in accordance with the nature of the grantee: an insti-

tution would be handled differently from an individual; a

large grant, differently from a small one, and so on.

Inevitably, of course, the thin line between the natural con-

cern that money be well spent and outright control or direction

has probably been crossed on occasion. One expert witness

before the House Select Committee, for instance, acknowl-

edged that there was this very fine line between following up

grants for efficiency's sake, and encroachment on the inde-

pendence of grantees. He and succeeding witnesses, however,

felt that the foundations had exercised a considerable degree of

restraint and had very carefully differentiated between control

and counsel. 1

Another issue raised in the Questionnaire was possible condi-

tioning of grants, the nub of the implied criticism being that

conclusions might be indicated for grantees before grants were

made to them and that acceptance of such conclusions became

a sine qua non for a grant. Foundation replies to this question

were a unanimous "no." 2

In pursuing this tack, Chairman E. E. Cox asked Vannevar

Bush, head of the Carnegie Institution of Washington, if there

was "any disposition on the part of the foundations to so con-

dition their grants as might affect the independence of the

beneficiary." The emphatic reply was, "If there is, Mr. Cox,

I have never seen it. . .
." 3

Other questions raised in connection with the relative inde-

pendence of the foundation grantees concerned : (
i ) withdraw-

1 Hearings, Statement of F. Emerson Andrews, p. 40; Frederick Middlebush,

p. 116; Henry M. Wriston, p. 179; Robert M. Hutchins, p. 265; Marshall Field,

p. 450.
1 Questionnaire, sec. E-2a. See p. 1 33.

» Hearings, p. 153.
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ing support if conclusions at variance with those held by the

foundations were reached by the grantees; and (2) the suppres-

sion of the findings of the grantees if they differed from the

views of the foundation.

Regarding these questions, there was apparent reluctance on

the part of some foundations to state their views. 1 Some of

them felt that the questions themselves were ambiguous and

could not be answered in a clear-cut, concise manner. Others

felt that foundation action in these particulars would have to

be decided on a case-by-case basis. A majority of the founda-

tions, however, held that in any case where only an honest

difference of opinion was involved, aid should not be with-

drawn or findings of grantees suppressed. If, on the other

hand, the work of the grantee was found to be dishonest,

fraudulent, biased, or unscientific, aid could justifiably be

withdrawn. Exacdy how this judgment as to scientific ac-

curacy and presence or lack of bias was to be made, however,

was not clearly indicated. Several of the foundations did men-

tion the use of an impartial panel or board. Suppression, in the

sense of destruction of findings, was definitely not favored. It

was pointed out, however, that foundations were under no

obligation to disseminate or aid in dissemination of findings

with which they were in complete disagreement merely be-

cause they had made a grant which produced them. It may
be noted that the foundations answering these questions with

a definite "no" usually followed it with a qualifying "unless

there appears misuse of the grant," 2 or "unless the grant and

its purposes are being perverted." 3

Foundations are understandably reluctant to answer these

questions unequivocably. Particular grants and grantees are so

variable that it is difficult to state what course of action will be

taken in each instance. However, the foundations are probably

aware that their own freedom of action, in the last analysis, is

dependent upon the independence of their grantees. If too

1 Questionnaire, sec. E-2b-c. See p. 133.
8 M. D. Anderson Foundation, Answers to Questionnaire, p. 12.

* Twentieth Century Fund, Answers, p. 30.



80 OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

much control, guidance, or call it what you will, is exercised,

there would be outcries again, reminiscent of those in the

logo's and 1930's.

Influencing of Public Opinion

In disseminating the information resulting from the aid that

they have provided their grantees, the foundations have been

placed between Scylla and Charybdis. Operating in diverse

ways, with the preventive venture-capital concept that most of

them hold, sooner or later some have been accused of using

their freedom of action to mold public opinion, and thus indi-

rectly violating the limitations placed on their activities. Of
course, it is true that the limitations as set forth in the Internal

Revenue Code stipulate that "no substantial part of [their]

activities ... is carrying on propaganda, or otherwise at-

tempting, to influence legislation." Exact definitions of what

constitutes a "substantial part," or "propaganda," or "at-

tempting to influence legislation" are hard to come by.

There is a wide difference of opinion on this subject among
even the very well informed. The exchange of views between

Joseph E. Johnson, head of the Carnegie Endowment for In-

ternational Peace, and Representative Richard M. Simpson at

the 1952 Hearings, for instance, illustrates this divergence.

Thus, the activities of the Endowment in sponsoring speakers

dealing with the United Nations was defended by the Endow-

ment officer, whereas Representative Simpson, although ap-

proving of such activity by the Endowment, felt that it was

definitely influencing legislation. 1

In commenting on this issue of molding opinion, Keppel

said that prior to World War I "if any board were unanimous

in regarding as socially desirable the spread of a given opinion,

there was no hesitation in taking action in supporting this

spread." He notes, however, that gradually "it is evident that

the realization is coming that while deliberate propagation of

opinion is a perfectly legitimate function for the individual, it is

1 Hearings, pp. 591-592.
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1

not the wisest way to use funds that are tax-exempt and there-

fore 'affected with a public interest.'
"*

Illustrative of the earlier attitudes, in 1910 Russell Sage

Foundation created a Division of Remedial Loans. The direc-

tor of this Division lobbied in behalf of legislation designed to

curb the activity of loan sharks. In some instances, he actually

drew up the legislation that put them out of existence. 2

Even where the motives were undoubtedly blameless, critics

felt that the public questioned such action when it was so

obviously partisan. 3 Consequently, from World War I on, we
find many statements in the annual reports of various founda-

tions that they will not support propaganda or attempt to

influence legislation. 4 "Surely," said Keppel, "the discovery

and distribution of facts from which men and women may
draw their own conclusions offers a field sufficiently wide and

sufficiently vital to the welfare of humanity." 5

Interpretation of what constitutes propaganda or unduly

influencing public opinion varies from foundation to founda-

tion. Hollis states that the foundations are confronted with a

dilemma. Those "who are afraid of being accused of seeking to

influence public opinion run the risk of supporting sterile,

academic, fact-finding, 'safe and useless' projects." He con-

cludes that "it is very difficult for trustees to know when they

are steering a middle course between these two extremes." 6

The foundations today are united in opposing direct politi-

cal activity, propagandizing, or attempts to influence legisla-

tion. There is some difference of opinion, however, as to "the

influencing of public opinion." 7

1 Keppel, Frederick P., The Foundation, p. 46.

' Glenn, Brandt, and Andrews, Russell Sage Foundation, igoy-ig^S, pp. 138-146.
3 Burns, Allen T., "The Place of Philanthropic Foundations in a Community,"

Proceedings of the National Conference of Social Work, 191 9, pp. 676-678.
4 Alfred P. Sloan Foundation, Report for ig^g-ig^o, p. 49. Carnegie Corpora-

tion of New York, Annual Report, 1924, p. 7; 1939, p. 17; 1944^.25; 1945, pp. 15-
16. Field Foundation, Annual Report, 1951, p. 39. General Education Board,
Annual Report, 1940, p. 159; 1950, p. 55. Rockefeller Foundation, Annual Report,

lW> P- 25; 1941. P. 54; i943» P- 30-
1 Carnegie Corporation of New York, Annual Report, 1 924, p. 7.

• Hollis, Ernest V., Philanthropic Foundations and Higher Education, p. 97.
7 Questionnaire, sec. E-i, 7. See p. 135.



82 OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

Twenty-five per cent of the 54 foundations answering the

Select Committee Questionnaire simply declined to answer

this question:

In your opinion, should educational and philanthropic founda-

tions and other comparable organizations which are exempt from
Federal income taxation finance or sponsor projects which may
have as a direct result the influencing of public opinion in the

field of politics? Economics? Education? International Relations?

Religion? Government and Public Administration? Other Fields?

Explain fully.

They reported that their programs were so limited that they

had not studied the question and, therefore, were not qualified

to render an opinion.

Seven foundations stated flatly that foundations should not

attempt to influence public opinion in any of these fields.

Typical of their replies, although questionable in its interpreta-

tion of the limiting wording of the Revenue Code, was the

following:

No. We believe that the philosophy of the Government which
directs that charitable foundations, if they are to maintain their

tax-exempt status, should not seek to influence public opinion, is

well advised. 1

The remainder, and a majority, of the foundation answers

to Question E-i hold that foundations could and should influ-

ence public opinion in these fields. Some of their views are

presented verbatim below:

It is believed that the endowed foundation (of general philan-

thropic purpose) can render no greater service to its region, its

nation, or to mankind, than by financing projects designed to

advance the frontiers of knowledge. Such projects ordinarily call

for fact-finding by surveys or studies, or for research. These most

frequently may be found in the social or natural sciences or in

medicine. Publication of findings is an essential part of such re-

search. Such publication of new knowledge may, and frequently

does, influence public opinion, although such influence is likely to

be indirect rather than direct, long range rather than immediate.

1 Estate of Harry C. Trexler, Answers to Questionnaire, p. 8.
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Such seeking out of new knowledge for its own sake and making

it available to mankind is conceived to be a high service and an

entirely proper use of Foundation funds.

Newly discovered and newly revealed knowledge sometimes

leads to the formulation of legislative programs designed to imple-

ment this knowledge for the public welfare. This ordinarily calls

for an effort to influence public opinion and legislative and ad-

ministrative opinion directly. It is not believed proper to employ

Foundation funds in such direct efforts to influence legislation.

The Buhl Foundation has made no grants for the purpose of

directly influencing public opinion.

It should be pointed out that when a grant is made for a study,

survey, or research program it is usually impossible to predict

what the findings will be. It is therefore frequently impossible for

a Foundation to know when it makes a grant, whether the find-

ings in themselves will have any influence whatever— direct or

indirect—on public opinion; nor can it know certainly in advance

whether the findings will be of such a nature as to lend themselves

to synthesis and the formulation of programs for action.

It is believed that these answers apply, in varying degrees, to

all of the classifications listed in this question: politics, economics,

education, international relations, religion, and government and
public administration. 1

Because public opinion on all subjects is formed either by edu-

cational or emotional factors, or a combination thereof, it would
seem that any support of educational, religious or other charitable

organizations would be bound to have either direct or indirect

effects in the formation of public opinion. We have made every

effort to avoid any activity which might be considered in the

"lobbying" category by withholding support from organizations

whose sole apparent purpose is to direct public opinion along

political lines. 2

. . . It is sometimes hard to draw the line between attempts

to direct opinion and efforts to make available the facts upon
which intelligent public opinion should be based. In general, it is

the latter type of activity which the foundation should assist.

Thus, it seems unquestionably proper for a foundation to sponsor

research which may result in factual findings which will affect

1 Buhl Foundation, Answers, p. 2 1

.

2 Lilly Endowment, Answers, p. 8.
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public opinion, or to support an experimental institution, which,

if successful, may influence public thinking by its example.

Projects of this nature should be independently conducted, with

no attempt to impose a predetermined result. 1

Thus, these foundations feel that any of their activities in

these fields mentioned in Question E- 1 would, sooner or later,

influence public opinion. They hold, however, that such influ-

ence is beneficial if exerted in an indirect manner. Moreover,

they warned that rigid and fixed interpretation and applica-

tion of the phrases "propaganda" or "attempting to influence

legislation" would probably be disastrous to them.

The findings of the foundations, or their grantees, undoubt-

edly influence public opinion. Public opinion influences legis-

lation. Therefore, indirectly, the foundations probably do in-

fluence legislation. If, on the basis of this reasoning, they were

held to be violating the law and forbidden to distribute and

disseminate their findings, their effectiveness would be wiped

out in one stroke. Thus, restrictions placed upon the founda-

tions at this one point, influencing of opinion, would be turn-

ing the clock back two or three centuries. Foundations, as we
know them, would drift into sterile adjuncts of the monolithic

state.

1 Old Dominion Foundation, Answers, p. 23.



CHAPTER 5

The Public Trust

EOUNDATION donors and officials have

consistently recognized the principle of freedom of action as

one of their most priceless assets. Yet, in carrying out the pre-

ventive venture-capital concept of function they are confronted

with a dichotomy that is hard to bridge. As has been noted, the

social sciences remain an underdeveloped area where the

foundations with their preventive concept of function might be

expected to enter. They have entered it. But there has been

much questioning of their activities in this area. It is very

significant that both congressional investigations of founda-

tions have grown primarily out of their activities, or a mis-

conception of those activities, in the social science field of

economics.

The Liberal Criticism

The first congressional investigation of foundations was the

United States Senate Industrial Relations Commission of 191

5

headed by Senator Frank P. Walsh. This Commission resulted

from industrial unrest, culminating in the violent strikes at the

Colorado Fuel and Iron Company and the so-called "Ludlow
massacre." The Commission's interest in the Rockefeller and

other foundations stemmed from the Colorado Fuel and Iron

Company's being a Rockefeller corporation and the proposal

of the Rockefeller Foundation to investigate industrial rela-

85
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tions. The juxtaposition of this proposal to investigate indus-

trial relations and the strife and unrest at Rockefeller plants

led many to feel that there was a suspect relationship between

the foundations—and the Rockefeller Foundation in particular

—and the business interests whose assets they held. Thus, by

ostensibly investigating industrial conditions the Rockefeller

Foundation might, in reality, be white-washing big business in

its controversies with labor. In addition, there was a wide-

spread desire on the part of the Congress and others to ascer-

tain the exact role that philanthropic foundations and trusts

were playing in American life.

Many of the witnesses appearing before the Commission

were critical of foundations. The dominant theme was that the

foundations represented big business and were conservative or

even reactionary in their outlook. The entry of foundations

into the realm of the social sciences via investigations of indus-

trial relations was deemed ample evidence that they were try-

ing to strengthen the control of big business and the trusts over

the American economy by directing or controlling thought.

Also, it was feared that this type of activity would lead to

foundation control of education. Here again, the fear was ex-

pressed that such control would mold education into an ultra-

conservative pattern. 1 Amos Pinchot described the process:

Mr. Chairman, I speak advisedly and after some inquiry when
I say that the smaller colleges of this country are full of instructors

and professors who have not been deliberately driven from larger

universities on account of economic opinions unfriendly to benev-

olent exploiters in industry, but who nevertheless have found

their chairs in the large universities untenable, and have left them
owing to influences which were irresistible but too subtle to com-
plain about aloud. . . . They [foundations] are providing to

the best of their ability, conscientiously if you will but none the

1 Industrial Relations: Final Report and Testimony Submitted to Congress by
the Commission on Industrial Relations. U. S. Senate, 64th Congress, 1st Session.

Senate Document 415, Government Printing Office, Washington, 191 6. Testi-

mony of William H. Allen, vol. 9, pp. 8327-8342; Morris Hillquit, vol. 9, pp.
8262-8286; John Haynes Holmes, vol. 8, pp. 7916-7933; George W. Kirchwey,
vol. 9, pp. 8215-8229; John R. Lawson, vol. 8, pp. 8003-8013, vol. 9, pp. 8017-
8040; Amos Pinchot, vol. 9, pp. 8041-8052.
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less effectively, that our young men in the course of their educa-

tion shall gain as little understanding as possible of the problems

of industrial democracy. 1

Not sharing these fears, Samuel Untermeyer felt that the

foundations were doing "incalculable public good and no

harm." His objections were solely organizational. He believed

that the foundations should be regulated as to size, income,

and type of charter granted them. They should all be chartered

by the federal government rather than by the states and there

should be government representation on their boards of

trustees. 2

Foundation officials and others connected with them, as

might be expected, were of the opinion that there need be no

concern about an alleged foundation "menace to American

life and education." They felt that adequate reports by the

foundations were a sufficient check on their activities. Should

the public be dissatisfied with what was being done, remedial

action, through their elected representatives, could be effected.3

One of these witnesses stated

:

You ask me whether the large resources of endowed founda-

tions constitute a possible menace. In my judgment no concern

whatever need be felt on that score, provided the Government
will but require that all their transactions, in the minutest detail,

be made public once or twice a year. I mean by this a statement

showing in detail what their money is invested in, what their

income is spent for, and how the fund generally is administered.

If in the course of events, under such a system, the money is used

for improper purposes, it will not take public opinion long to cor-

rect such a condition. I am an absolute believer in the efficiency

of public opinion; I believe that nine times out of ten it is not

only right but all powerful. 4

1 Ibid., Testimony of Amos Pinchot, vol. 9, p. 8048.

' Ibid., Testimony of Samuel Untermeyer, vol. 8, pp. 7430-7431.
* Ibid., Testimony of Andrew Carnegie, vol. 9, pp. 8286-8297; Charles W.

Eliot, vol. 8, pp. 7964-7986; Jerome D. Greene, vol. 9, pp. 8137-8183; George
W. Perkins, vol. 8, pp. 7598-7626; John D. Rockefeller, Jr., vol. 8, pp. 7763-
7895; John D. Rockefeller, Sr., vol. 9, pp. 8297-8304.

4 Ibid., Testimony of George W. Perkins, vol. 8, p. 7599.
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John D. Rockefeller, Sr., held the same opinion. He regarded

. . . the right to amend or rescind the respective charters of the

several foundations which inhere in the legislative bodies which
granted them as an entirely sufficient guarantee against serious

abuse of the funds. Furthermore, I have such confidence in

democracy that I believe it can better be left to the people and
their representatives to remedy the evils when there is some
tangible reason for believing they are impending, rather than to

restrict the power for service in anticipation of purely hypothetical

dangers. 1

Despite these views, however, the majority report of the

Industrial Relations Commission stated that the group con-

trolling industry through the foundations was trying to gain

control of the universities and thereby the social and educa-

tional side of American life. It was pointed out that the

Rockefeller and Carnegie foundations alone wielded an income

twice as great as federal expenditures for education and social

services. This wealth was the result of overpricing products to

the consumer and the exploitation of the American worker; it

was exempt from taxation, subject to the dictates of the donors

during their lives, and completely free of public control. Since

this wealth represented holdings in American business cor-

porations, inevitably foundations would reflect the corporate

or big business outlook. Therefore, the entrance of foundations

into the field of industrial relations constituted a definite men-

ace to the welfare of the country. The report recommended

that: (a) limitations be placed on the size, income, and life of

those foundations with over one million dollars in assets; (b)

the federal government should step up its appropriations for

education and social welfare. 2

The interpretation of the liberals that foundations were a

force for reaction and conservatism appears to have been ac-

cepted well into the 1930's. For instance, one observer, com-

menting on philanthropy and philanthropists in particular,

stated:

1 Ibid., Testimony of John D. Rockefeller, Sr., vol. 9, p. 8298.
2 Ibid., vol. 1, pp. 5-269.
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The philanthropists belong to a class on which the injustices of

our present basis of society have not borne heavily. They serve

unconsciously as a bulwark of the status quo, for whose defects they

are ready and eager to apply palliatives. They are the great

menders and patchers-up of society, not the surgeons who cut

deep into the festering sore and scrape the bone. 1

Lindeman, in 1936, explained that, while foundations were

not an actual conspiracy on the part of the guardians of vested

wealth:

More accurate would be the statement that these vested funds

represent a consistently conservative element in our civilization,

and that wherever their appropriations are accepted there enters

at the same time this subtle influence in the direction of protecting

the value system in existence, that is, of conserving the status quo.

He concluded that so long as the philanthropic foundations

and trusts were privately managed and controlled little else

could be expected. 2

Coffman's study drew much the same conclusions. 3 Though
admitting prevalence of the belief in the conservative bent of

the foundations, Hollis felt that many were progressive or

liberal. He cited the influence of the foundations in the support

of progressive education and experimental college programs as

proof of his argument. 4

What was the foundation attitude during the decades follow-

ing the Walsh Commission investigation?

Possibly because of the stir the investigation produced but

also because of the changed economic conditions following

World War I, the Rockefeller Foundation, in 191 8, dropped

the projected study of industrial relations. 5 Annual reports of

several of the largest foundations, however, show that there

Gannon, Cornelia J., "Philanthropic Doubts," Atlantic Monthly, vol. 128,
September, 1921, p. 294.

2 Lindeman, Eduard C, Wealth and Culture, pp. 12, 58.
3 Coffman, Harold C, American Foundations, p. 30.
4 Hollis, Ernest V., Philanthropic Foundations and Higher Education, pp. 58-64.
5 Rockefeller Foundation, Annual Report, 191 8, pp. 50-52.



go OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

was still a conviction of the great need for research and study

in the social science field.
1

As early as 1 936, Keppel posed the question as to whether or

not man had reached the point where he had more control over

nature than himself. He wondered if "science and industry can

hardly dare to go very much farther in wresting secrets from

nature before we are confident that mankind as a whole can be

trusted with them." To him, this problem was the great chal-

lenge of the future. He warned that successful solutions would

depend, not on the number of people working in the field, but

on their quality. 2

In a chapter prophetically titled "Frankenstein," Fosdick

questioned whether our technology could be brought under

control before we blotted out civilization. He warned of the

urgency of the situation:

This, then, is the problem— far more immediate and acute

today than it was twenty years ago. It cannot complacently be

left to time to solve. We cannot count on geologic ages for the

development of methods of social control. What we do in this

generation and the next may well decide the kind of civilization,

if any, which is to dominate the globe for centuries to come. 3

The various social science projects and programs inaugu-

rated by the foundations in the period from World War I to

World War II still met with opposition, however. It was

distinguished from that which had precipitated the Walsh

Commission in that it came from both liberal and conservative

elements. Keppel urged the foundations to stay in the field

despite these criticisms, counseling that they should "take com-

fort in the fact that studies in controversial fields which they

support are usually attacked with equal ardor from the left and

from the right." 4 Embree feared that, rather than causing sub-

version to the right or left, the foundations would have no

1 Carnegie Corporation of New York, Annual Report, 1923, pp. 32-34. Laura
Spelman Rockefeller Memorial, Final Report, 1933, pp. 8-9. Rockefeller Founda-
tion, Annual Report, 1936, pp. 7-8; 1939, pp. 44-57; 1940, pp. 249-278.

8 Keppel, Frederick P., Philanthropy and Learning, p. 36.

1 Rockefeller Foundation, Annual Report, 1943, pp. 26-28.
4 Keppel, Frederick P., Philanthropy and Learning, p. 29.
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1

influence whatever and would fritter away their resources in

ineffectual projects. His real concern was the growth of founda-

tion bureaucrats "fat in posts." 1

The great depression of the 1 930's, of course, accented this

difference between the "right" and the "left." Foundation

officials recommended that the foundations should not take

"sides." It was felt that this controversy was temporary and

sooner or later a middle way would evolve. As a result of the

depression and other world events, the government would play

a larger role in all aspects of American life. It would be a mis-

take, however, to bring everything under state control. Quite

fittingly, private philanthropy was cited as an example of

something that must be exempted. 2

The Conservative Reaction

The second investigation of foundations grew partially out

of the differences between "right" and "left," mentioned

above, and partially out of various problems which were an

aftermath of World War II.

In particular, the United States, confronted with the prob-

lem of traitors and subversives within its own borders to an

extent never existing before, sought the reasons. What would

cause the well-bred and educated, those who stood to benefit

most from our way of life, to embrace communism? Was our

educational system at fault? Was it at fault in its interpretation

or conduct of the social sciences, and of economics and eco-

nomic history particularly?

In a search for the answers to these and related questions,

inevitably interested persons would attempt to assay the role

played by the foundations. In view of their importance in the

educational world, the diversity and range of their operations,

their freedom of action, their venture-capital concept, it is

understandable that a spotlight would be turned on them.

1 Embree, Edwin R., "The Business of Giving Away Money," Harper's Mag-
azine, vol. 161, August, 1930, p. 329.

2 Flexner, Abraham, "Private Fortunes and the Public Future," Atlantic

Monthly, vol. 156, August, 1935, pp. 215-224. See also Carnegie Corporation of
New York, Annual Report, 1935, pp. 38-40.
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A Select Committee was created on April 4, 1952, by House

Resolution 561, Eighty-second Congress, Second Session. In

the words of its architect, Representative E. E. Cox of Georgia,

this Committee was

. . . authorized and directed to conduct a full and complete

investigation and study of educational and philanthropic founda-

tions and other comparable organizations which are exempt from

Federal income taxation to determine which such foundations and
organizations are using their resources for purposes other than the

purposes for which they were established and especially to deter-

mine which such foundations and organizations are using their

resources for un-American and subversive activities or for pur-

poses not in the interest or tradition of the United States. 1

From the wording of this resolution, it can be seen that the

Select Committee was given a broad range in its investigative

activities. Consequently, it approached the investigation on

the same basis. While cognizant that it was specifically charged

with the duty of investigating the foundations for "un-Amer-

ican or subversive activities," it also realized that it was

expected to conduct "a full and complete investigation and

study." The merit of its attempt is attested by the published

Hearings and the Final Report of this Committee and the ex-

tensive research which was a partial basis for those documents.

While attention was given to the number and size of founda-

tions, their rate of growth, their relative role in modern

society, and their present and future need, particular attention

was given to the criticisms leveled at foundations, which, in

large measure, had spurred the investigation. Although there

were others, "the criticism most frequently made against foun-

dations and . . . the one urged with the greatest vehe-

mence" was:

Have foundations supported or assisted persons, organizations,

and projects which, if not subversive in the extreme sense of the

word, tend to weaken or discredit the capitalistic system as it

exists in the United States and to favor Marxist socialism?2

1 Final Report of the Select Committee to Investigate Foundations and Other Organiza-
tions. U. S. House, 82d Congress, 2d Session. House Report 2514, Government
Printing Office, Washington, 1953, p. 2.

1 Ibid., p. 9.
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Before attempting to analyze the answers to this question,

which was put to a score of witnesses at the Select Committee

Hearings, it may be well to throw some perspective on the

relative amount, kind, and manner of activity of foundations

in the fields of economics, and government and public admin-

istration. Since these facets of the social sciences seem to bear

directly on the question of subversion, that portion of the

Questionnaire which deals with them should prove enlight-

ening. 1

The first thing that strikes one is the relative scarcity of

foundations operating directly in these fields. Of course, many
of the foundations indirectly sponsor research and studies in

economics, and government and public administration by sup-

porting educational and other institutions which do engage in

such work. But the fact remains that only seven foundations

operated or made grants directly in the field of economics and

only seven in the government and public administration field.

The foundations so engaged made extensive use of consultants

in an attempt to gain as broad a base as possible for the making

of grants.

As in other programs, no attempts were made to present

divergent views, as such, in these fields. The General Educa-

tion Board, for instance, explained that it would be difficult to

disentangle the purely economic from its educational program,

but it felt that the colleges and universities which it supported

would "provide opportunities for discussion of all valid points

relating to controversial issues." 2

The Twentieth Century Fund, which is one of the very few

foundations operating solely in the social science field, stated:

No effort is made to assist or support individuals, groups or

projects representing divergent views as such. In organizing the

special committees which review the research done in each

project, and formulate conclusions and recommendations, at-

tempt is made to secure representation of divergent points of view

where there is recognized divergence of opinion. Where, as a

1 Questionnaire, sec. E~5, 6. See pp. 134-135.
' General Education Board, Answers to Questionnaire, p. 97.
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result, agreement is reached, this is published; where the parties

disagree, note of disagreement commonly appears in the pub-
lished study. 1

The foundations felt that it was difficult to answer questions

about the effect of their activities in these fields. Their total

work was so wide and the indirect effects so manifold that, on

the whole, only two could possibly be pointed to as direct

effects: (i) the growth of a body of factual knowledge, such as

the size and distribution of the national income, which has

been widely used by government and industry; and (2) the

development of skilled personnel in these fields who are likely

to be precise and scientific rather than dogmatic in their work.

Basis for this belief appears to be summarized in the Rockefeller

Foundation policy statement on economics, which follows:

In supporting work in economics, The Rockefeller Foundation

has been influenced, first of all, by the desire to strengthen efforts

to make the study of economics a genuinely scientific one and not

one based merely on theoretical deduction or personal preferences.

In doing this, the Foundation has sought to have its funds go to

those who work with scientific care, competence, and responsi-

bility, wherever they may be. The Foundation has sought to

strengthen the efforts of those who are building a body of defi-

nitely ascertained fact on the basis of which useful scholarship and
expert teaching may rest with greater confidence. 2

Approximately a score of foundation witnesses at the Hear-

ings before the Select Committee were asked whether or not

the foundations were sponsoring or supporting projects or

studies that tended to undermine or weaken the capitalistic or

free enterprise system. Unanimously, they were of the opinion

that, rather than undermining the system, foundation activi-

ties in economics and other areas tended to strengthen and

help it.
3

1 Twentieth Century Fund, Answers, p. 39.

* Rockefeller Foundation, Answers, p. 116.

8 Hearings, Statement of William I. Myers, pp. 129, 137, 139-140; Vannevar
Bush, p. 151 ; Henry M. Wriston, p. 183; Paul G. Hoffman, pp. 256-257; Robert
M. Hutchins, pp. 286-287; Charles Dollard, p. 354; Russell C. Leffingwell,

p. 378; Donald Young, p. 400; Alfred P. Sloan, Jr., p. 462; John D. Rockefeller

III, p. 568; Joseph E.Johnson, p. 595.
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The president of Brown University, Henry M. Wriston, ex-

plained that, while many of the economic studies and projects

were critical of the capitalistic system, he felt capitalism

thrived on a "drumfire of criticism." Such criticism, ifjustified,

could be utilized to correct any excesses or abuses in the system

and thereby keep it strong and vigorous. 1

An apt illustration of Wriston's statement was offered by

Vannevar Bush, president of the Carnegie Institution of Wash-

ington. He pointed out that our country has a very good,

private medical system. England, on the other hand, has a

socialized system. Bush felt that one of the reasons we avoided

this expedient was early foundation activity in, and ofttimes

criticism of, the field of medicine. 2

Alfred P. Sloan, Jr., one of America's foremost living indus-

trialists and creator of a large foundation, in replying to the

question of possible subversion, introduced a personal note

into the Hearings:

I have taken out of this system certain property because I have

been fortunate, Mr. Keele, in being connected with successful

enterprises. I put back into the foundation what I have taken out,

to strengthen and develop the system. That point of view must
prevail in the minds of all individuals who have accumulated

property and who create these foundations.

They have enjoyed a great benefit in this system. What they

have in the world has come out of the system. It is impossible to

assume that knowingly they would do anything to destroy the

very system by which they have profited. 3

As a result of this and other testimony, plus extensive re-

search, the Select Committee concluded that the foundations

had not used their resources to discredit or undermine the

capitalistic system, nor had they used them to advance Marxist

socialism. In its Final Report the Committee stated:

It seems paradoxical that in a previous congressional investiga-

tion in 1 91 5 the fear most frequently expressed was that the foun-

1 Ibid., Statement of Henry M. Wriston, p. 183.

* Statement of Vannevar Bush, p. 151.

* Ibid., Statement of Alfred P. Sloan, Jr., p. 462.
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dations would prove the instruments of vested wealth, privilege,

and reaction, while today the fear most frequently expressed is

that they have become the enemy of the capitalistic system. In our

opinion neither of these fears is justified. 1

The Committee also devoted considerable attention to the

other major subversive questions: infiltration of the founda-

tions and obtaining of grants from the foundations by com-

munists. One complete section of the Questionnaire, Section

D, was devoted to such questions. Several other sections bore

on these in varying degrees. Virtually all the witnesses appear-

ing before the Select Committee were queried regarding sub-

versive activities.

From a consideration of the evidence submitted, the Com-
mittee concluded that, with a few notable exceptions such as

Alger Hiss, communists or communist sympathizers had not

attained influential positions in any of the foundations, large

or small. Although agreeing that the communists had obtained

some grants from the large foundations, the Committee stated

:

In the aggregate, the number of such grants and the amounts
involved are alarming. Proportionately, when viewed in the light

of the total grants made, they are surprisingly small. 2

In support of this conclusion the Rockefeller Foundation

may be cited as an example. While it made over 6,000 grants

to individuals for fellowships since it began operations, only

two had been cited by the House Un-American Activities

Committee. Eleven other persons who benefited in some way
from Foundation grants were also cited by the Committee, but

these grants with one exception were all made to institutions

rather than directly to the individuals concerned. 3 Looking at

the question from another angle, it can be noted that, of the 54
larger foundations, only nine had made grants to individuals

or organizations cited by the House Un-American Activities

Committee or by the Subcommittee on Internal Security of the

1 Final Report of the Select Committee to Investigate Foundations and Other Organiza-

tions, p. 10.

2 Ibid., p. 7.

8 Rockefeller Foundation, Answers to Questionnaire, pp. 64-67.
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Judiciary Committee of the United States Senate. And, in each

instance, those cited comprised a relative handful out of the

thousands of grantees. 1

Therefore, the final conclusion was this:

The committee believes that on balance the record of the foun-

dations is good. It believes that there was infiltration and that

judgments were made which, in the light of hindsight, were mis-

takes, but it also believes that many of these mistakes were made
without the knowledge of facts which, while later obtainable,

could not have been readily ascertained at the time decisions were

taken. 2

The Public Trust

Many of the foundations have embraced the principle of the

public trust, perhaps partially as a result of these investiga-

tions. The basic premise is that since foundation endowments

are tax exempt on the basis of devotion to the public welfare,

foundations have a responsibility to the public to operate as

wisely and efficiently as possible. A feasible method of assuring

the public of this is publication of periodic reports.

The annual reports of the Carnegie and Rockefeller groups,

published since their inception, are voluminous evidence of

their belief in the principle of reporting activities. Frequently,

especially in recent reports, there are references to a belief that

foundations are affected with a public interest. Public con-

fidence in the foundations, it is stated, rests on knowledge of

their activities. It is repeatedly urged, therefore, that more

foundations publish periodic reports. 3

Keppel, in 1930 and in 1936, warned the foundations that

they

. . . should certainly have learned by this time, but some of us

act as if we hadn't, that our present exemption from taxation

rests wholly upon public confidence, upon the confidence that

1 Questionnaire, sec. D-14, 15. See p. 132.
2 Final Report of the Select Committee to Investigate Foundations and Other Organiza-

tions, p. 8.

* For example, see Carnegie Corporation of New York, Annual Report, 1929,
pp. 23-24; 1 93 1, p. 28; 1934, pp. 39-40.
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what we are doing is worth while, and upon evidence that it is

done openly and in the sight of all men. 1

Scholars working in the foundation field, however, have

stated that many foundations feel that their activities are solely

a private concern and that they have no inherent responsibility

to inform the public of their actions.2

Lindeman, consistent with his interpretation of foundations

as a bulwark of the reactionaries, held that a sense of social

responsibility was not a normal thought-pattern of the pos-

sessors of great wealth. He asserted:

On the whole they and their administrators continue to insist

that wealth is a private possession and that the possessor may
dispose of it as he pleases. This attitude characterizes the adminis-

tration of most of our American foundations. In spite of the fact

that these are semi-public institutions, and that their influence

upon American civilization is one of profound proportions, offi-

cials of foundations are distinctly unwilling to furnish facts to

investigators and thus to the public.

He admitted, however, that a small minority showed the op-

posite attitude, readily responding to requests for information

on their activities.
3

Hollis agrees that many foundations were unwilling to

divulge information. He believes, however, that it may be due

to reasons other than a desire to be secretive. He points out

that some foundations are incorporations of private charity,

which are understandably reticent about their work lest they

be accused of bragging; a certain amount of jealousy exists;

foundations object to being practiced on by neophyte graduate

students; and, finally, any publicity, in a day of mass journal-

ism, brings a flood of appeals for aid. 4

1 Keppel, Frederick P., Philanthropy and Learning, pp. 1 70-1 71 . See also Keppel,
The Foundation, pp. 56-57; and Lester, Robert E., "The Philanthropic Endow-
ment in Modern Life," South Atlantic Quarterly, vol. 34, January, 1935, p. 12.

2 Coffman, Harold C, American Foundations, p. 7; Hollis, Ernest V., Philan-

thropic Foundations and Higher Education, pp. 68-75; Lindeman, Eduard C, Wealth

and Culture, p. vii.

s Lindeman, Eduard C, Wealth and Culture, pp. 5-6.

4 Hollis, Ernest V., Philanthropic Foundations and Higher Education, pp. 8-9.
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As has been mentioned in a previous section, several wit-

nesses testifying in the first congressional investigation urged

full public disclosure by the foundations of their activities.

They reasoned that this was the best possible answer to critics.
1

Despite such urging and the criticisms leveled at founda-

tions, it is only recently that many foundations have published

reports of their activities.

Information furnished the public in state and federal re-

ports has also been meagre and hard to get. It is, of course,

true that foundations and philanthropic trusts tax exempt

under Section 162(a) of the Internal Revenue Code have

always been required to make an annual income-tax return,

but the government has not segregated these from the returns

of other trusts.

Furthermore, not until 1943 do we find a law that specifies

that organizations exempt under Section 101 must file a more

comprehensive report. The relative efficacy of this reporting,

however, is doubtful. Since the follow-up procedure is inade-

quate, it is most improbable that all tax-exempt foundations

file reports. Also, only a sampling technique is used in ascer-

taining their accuracy and veracity. 2

Foundation witnesses before the 1952 Investigating Com-
mittee not only urged a better system of official reporting; they

repeatedly expressed the belief that foundations were public

trusts and therefore had a moral, if not legal, obligation to

make the fullest possible disclosure of their activities to the

public. Repeated references were made to the fact that they

should operate in a "goldfish bowl."

Views were also expressed that foundation reports should

not be merely a mass of statistics. They should be readable and

go into the theories or principles on which the particular foun-

dation operated. Too, many thought foundations should ex-

plain, at least in a limited way, why they made particular

grants. While admitting that present law did require some
reporting, several witnesses testified that reports furnished pur-

1 See p. 87.
2 Hearings, Statement of Norman A. Sugarman, pp. 55-82.
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suant to it were inadequate in scope and content. 1 Thus,

Donald Young, general director of Russell Sage Foundation,

maintained

:

You ought to give not only the bare facts but you ought to give

your reasons, your philosophy, for working into the kind of pro-

gram that you have in operation.

In addition, there should be a record of who are the trustees,

who are the staff, what is the field of operation; in other words,

what are you trying to do; what means are you taking to accom-
plish the objectives, what kind of projects are you engaged in, and
even why do you try these projects. 2

Such reporting, it was argued, would not place an undue

burden on the foundations. For, presumably, the smaller foun-

dations would have less to report while the larger ones would

have larger staffs to handle the job. 3

Another witness pointed out the difficulty of present access

to foundation reports. An Executive Order would be required

to see all the reports filed in Washington. Under certain re-

strictions, duplicates are available to the public, but they are

scattered in 60 or 70 district Internal Revenue offices.

The assembling of these reports in a central place where

they would be easily accessible to the public, therefore, was

felt to be a necessity. 4

In arguing the validity of official reporting, Chester I.

Barnard, a former president of the Rockefeller Foundation,

stated that trusts which were not tax exempt were required, in

the public interest, to file reports. He saw no reason for not

making the same requirement of those which were tax exempt. 5

The principle of the public trust was probably uppermost in

the minds of those foundation officials urging the necessity of

public reporting. They also felt that if enough people could be

1 Hearings, Statement of Vannevar Bush, pp. 155-156; Paul G. Hoffman,
p. 252; Donald Young, pp. 389-390; Malcolm Pratt Aldrich, p. 405; Michael
Whitney Straight, p. 412; Milton C. Rose, p. 419; Marshall Field, p. 440; Alfred

P. Sloan, Jr., p. 454; Dean Rusk, pp. 501-504; Joseph E.Johnson, pp. 574-575.
2 Ibid., Statement of Donald Young, p. 390.
3 Ibid., Statement of Marshall Field, p. 440.

*Ibid., Statement of F. Emerson Andrews, pp. 22, 49.
6 Ibid., Statement of Chester I. Barnard, pp. 557-558.
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made aware of what the larger foundations were doing it

would halt the criticism based on the belief that foundations

are great, amorphous organizations conducting their opera-

tions in a veiled, mysterious manner.

The heads of two of the largest foundations stated that they

made strenuous efforts to keep the public informed of their

activities. Thus, in addition to the required official reports,

they prepared and distributed elaborate brochures detailing

their doings. 1 One of these officials felt, moreover, that what

had been done in the past was not enough and that his founda-

tion was stepping up its efforts to inform the public. 2

Concerning the attitude of the larger foundations on these

principles of the public trust and public reporting the 1952

House Select Committee reported:

The larger foundations take the position that as public trusts

they are accountable to the public and that the public is entitied

to know in detail about their resources, income, expenditures,

personnel, and programs. Stated in the words of one of their

trustees "foundations should not only operate in a goldfish bowl—
they should operate with glass pockets." In short the larger foun-

dations favor public accountability and public accounting. 3

Foundation opinion was divided on the rationale for public

accountability. One group emphasized that foundation funds

were used for the public welfare; therefore, the public had an

interest in the manner of their disposal. In this connection,

comparisons to colleges and universities were drawn. Such

reasoning is voiced by the Commonwealth Fund. It stated:

Foundations are instruments of society for advancing social

progress and are responsible, broadly speaking, to society for their

performance. The public must know what foundations are doing

in order to judge them intelligendy. 4

1 Ibid., Statement of H. Rowan Gaither, Jr., p. 205; Charles Dollard, p. 346.
* Ibid., Statement of Charles Dollard, p. 346.

* Final Report of the Select Committee to Investigate Foundations and Other Organiza-
tions, pp. 12-13.

4 Commonwealth Fund, Answers to Questionnaire, p. 33.



102 OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

Another group pointed to the tax-exemption privilege as the

rationale for their belief in public accounting. Since the foun-

dations enjoyed special government consideration in the mat-

ter of taxation, they were affected with a public interest. As

stated by the Houston Endowment,

. . . the public has a direct interest in tax-exempt foundations

and comparable organizations for the basic and fundamental

reason that when it votes these tax-exempt foundations into this

favored status, thereby assuming the additional tax burden from

which they are relieved, then it has an uncontrovertible right to

determination that the favored entity honesdy pursues its de-

clared intention. 1

Several of the foundations combined these reasons. The Old

Dominion Foundation observed:

. . . the public has a direct interest in tax-exempt foundations

and comparable organizations for two principal reasons. The
fields which foundations support, such as education, religion, and
health, are themselves of direct interest to the public; and the

public has an interest to see that the tax exemption granted by
it through government is not abused. 2

In specifying the degree of government regulation necessary

to implement this principle of the public trust, the foundations

were unanimously of the opinion that the least possible degree

of government supervision was best. Thus, a purely passive

form of government regulation was deemed the most desirable

method, and government supervision of public reporting by

the foundation the best means to achieve this goal.

Approximately 50 per cent of the foundations felt that exist-

ing regulations were adequate. They favored stricter applica-

tions of the regulations and urged greater effort by the founda-

tions themselves to implement the concept of the public trust.

The Carnegie Corporation of New York, for example, stated

that the existing Internal Revenue Code already provided for

the filing of information. This foundation felt that it was still

1 Houston Endowment, Answers, p. 46.
1 Old Dominion Foundation, Answers, p. 38.
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too early to tell whether this recently enacted law was ade-

quate or not. It pointed out that at least 1 2 foundations have

voluntarily begun to issue comprehensive annual reports since

1950. Thus, it would be unwise to pass new legislation until

that already in existence had been given a fair trial. In the

meantime, the foundations themselves could make increased

efforts toward self-publicizing. 1

The John and Mary R. Markle Foundation said:

Free foundations to be worth while must remain as free as pos-

sible of government regulation so they may change programs as

the public needs change and be in a position to pioneer. Any
government regulations should be held to an absolute minimum,
should be confined to control of abuses of these privileges, should

encourage the publication of public reports of their activities and

should prevent the funds from being used for other than charita-

ble, educational and scientific purposes. 2

On the other hand, another large group of the foundations

felt that existing regulations were inadequate as regards the

provisions for public reporting. Although cognizant that many
of the larger foundations were already making their activities

a matter of public record, they felt that, in order to gain com-

plete and continuing public confidence for foundations as a

whole, it should be mandatory for all foundations to make
comprehensive official reports. Furthermore, there should be

more active inspection of these reports to determine that all

was well in the operation of the foundations. The views of

Russell Sage Foundation typify the feelings of this group. It

stated

:

A program to ensure accountability for all foundations might
include:

1 . A registry of all foundations and charitable trusts. (Presum-

ably through uniform legislation in all the states, under the laws

of which such organizations are usually originated. The registry

should be public, segregated, and kept current.)

1 Carnegie Corporation of New York, Answers, pp. 62-63.

'John and Mary R. Marlde Foundation, Answers, p. 25.
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2. Compulsory annual reporting, including a full financial

statement and a description of activities. (These reports should be

open to the public. To some extent this purpose is already accom-
plished on the federal level through compulsory filing of Form
99oA.)

3. Provision for regular review of such reports by a public

authority possessing power to correct abuses. (Presumably such

power resides in the states which were the constituting authori-

ties, and would be exercised through the office of the respective

attorneys general.)

The Foundation immediately followed this proposal, how-

ever, with a warning paragraph.

These measures do not envisage control of program, which is

regarded as unwarranted and dangerous. The mere existence of

power to divert such funds into only such channels as might

receive wide public support at a given moment would both dis-

courage new gifts of thoughtful donors and threaten the essential

ingredient in the success of the foundation movement—freedom
to experiment. 1

This note of warning was echoed in a greater or lesser degree

by all of the foundations. Thus, the El Pomar Foundation

warned against any excessive regulatory measures.

While some reasonable governmental regulation might have a

possible value, nevertheless if such regulation was attempted it

would sooner or later result in a complete control and occupation

of the field, which would be disastrous. . . . Experience in other

branches of government activities fully justified that statement. 2

When questioned as to whether or not they felt that "any

limits should be placed on educational and philanthropic

foundations and comparable organizations as to the size of

endowment, legal life, right of trustees to spend its capital

funds, etc.," the answer was an emphatic "no." 3

Some warned that imposition of such restrictions would cur-

tail or possibly stop the creation of new foundations. Others

1 Russell Sage Foundation, Answers, pp. 23-24.
5 El Pomar Foundation, Answers, pp. 26-27.

3 Questionnaire, sec. G-9. See p. 137.
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stated that in a country as large as the United States, with its

great diversity in both the physical and intellectual sense, there

was plenty of room for a diversity of foundations. Thus, the

variety of foundations resulting from the varying views of

many creators was felt to be beneficial. Although admitting

that the operations of some foundations might be improved by

the imposition of various restrictions, the net result, it was

feared, would be a loss. Finally, it was noted, no one had

proved that the lack of such restrictions had worked evil. In

the words of the Ford Foundation:

While opinions differ whether the most effective contribution

comes from a foundation with a limited or unlimited life, or with

the right to invade capital funds, there has not, in our opinion,

been any showing of inherent evil in unlimited size of endowment,
unlimited legal life, or unlimited right of trustees to spend capital

funds. We believe, therefore, that these are freedoms which may
properly be left to the foundations. 1

Although there are some notable exceptions, it appears,

therefore, that the belief of foundations that they are a public

trust and should report their activities to the public, is a rela-

tively late development. It seems to have emerged as the

answer to those who are critical of foundations, also because of

a growing recognition by the foundations themselves that their

tax-exemption privilege implies a responsibility to the public.

This public trust characteristic emphasizes the desirability

of the three previously discussed principles: diversity of opera-

tion; preventive venture-capital function; and freedom of ac-

tion. Yet, by espousing the public trust aspect with its corollary

of public accountability or reporting, the foundations are con-

fronted with the danger of all-out public, that is, governmental

regulation and control in the areas delineated by the three

basic principles. Apparently a majority of foundations are

ready to brave the dangers inherent in this course, relying on

publicity and the good sense of the American people. For the

foundations realize that unless the public recognizes and helps

to maintain their basic freedom, foundations will perish.

1 Ford Foundation, Answers, p. 69.



CHAPTER 6

Evaluation and

Conclusion

EAST AND PRESENT foundation heads

have stated that a main difficulty facing any foundation is not

adverse criticism but a lack of it.
1 Lack of knowledge and

interest on the part of the public in foundation affairs is partly

responsible. Too, those who live in lively anticipation of foun-

dation favors are understandably loath to give forthright, un-

biased, constructive criticism. This relative scarcity of criticism,

however, serves to highlight whatever does emerge.

Mistakes and Difficulties

Criticism of foundations, probably more than other Amer-

ican cultural and philanthropic institutions, is based on rela-

tive judgments. Even foundation heads, in attempting to ex-

plain the application or misapplication of foundation prin-

ciples, are forced to rely on what they call "feel" or "touch." 2

For example, the most frequently alleged mistake and, conse-

quently, one of the most difficult problems for the foundations,

has been the tendency of their system of operation to place

1 For example, see Keppel, Frederick P., The Foundation, p. 30; and Hearings,

Statement of Charles Dollard, pp. 346-347.
* Hearings, Statement of Henry Allen Moe, p. 618; Appreciations of Frederick

Paul Keppel by Some of His Friends, Columbia University Press, New York, 1951,

PP- 58-59-
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"restriction on the spontaneity, independence, and variety of

productive scholarship." 1 However, if the foundations exercise

no degree of control there is ample evidence that their grants

would soon degenerate into mere handouts. Conversely, if too

much control is exercised, grantees or prospective grantees

might become fawning sycophants. Consequently, while ad-

mittedly this question of control is a major difficulty in founda-

tion operation, it largely resolves itself into a problem that can

be solved only by the operating skill and finesse of foundation

officials. Procedures and rules will not provide the solution.

Too, the kind and degree of control would vary greatly owing

to the variety of purposes for which foundations operate. Thus,

the differences in control exercised by the institutional and

operating types are obvious. The fellowship type would call

for still another method.

Viewed in a relative way, criticisms and alleged mistakes

arise from the difficulties that face most foundations, and can

only be solved by wise administration. A cataloguing of some

of these criticisms, however, may bring these difficulties into

clearer focus.

One of the most trenchant, biting criticisms of foundations,

and incidentally of our universities and political system, was

voiced by Harold Laski. 2 Boiled down to a few words, Laski

seemed to say to foundations: look for the talented individual;

reduce the amount of red tape; eliminate research for re-

search's sake. Essentially, he said, the foundation job is to spot,

as early as possible, the relatively few really able men. The
problem is how to dig them out from under the bureaucratic

and administrative rocks that clutter the intellectual landscape.

At a time when foundations are placing increasing emphasis on

social and humanistic programs, it would be well for founda-

tion executives to consider this criticism.

In his 1 936 study, Lindeman summarized the criticisms ap-

pearing in a selected group of weekly and monthly periodicals.

1 Ogg, Frederick A., Research in the Humanistic and Social Sciences. Century Co.,
New York, 1928, p. 330.

1 Laski, Harold, The Dangers of Obedience and Other Essays. Harper and Bros.,

New York, 1930, pp. 150-177.
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It is necessary to bear in mind that this study was based on

small as well as large foundations and included community

trusts. The extent to which it applies to the larger foundations,

therefore, is conjectural. Lindeman's conclusions indicate that

the bulk of criticism was directed against the foundation donor

or official for being short-sighted or emotional and impulsive

in his giving. Other criticisms were occasional jealousies be-

tween foundations and an emphasis on palliative rather than

preventive giving. 1

As the result of various confidential foundation reports,

Coffman listed 1 4 mistakes to which foundation officials them-

selves stated they were prone. These rather vague and over-

lapping points can be reduced to the following:

1. Programs—not well-defined, static, impulsive, perfunc-

tory, palliative, neglectful of certain needed programs.

2. Officers and trustees—drawn from too narrow a group;

dangers of self-perpetuation.

3. Control—stifling of change in dependent organizations;

influencing public opinion; too much exercised in directing

research.

4. Public trust—responsibility to public not recognized, as

indicated by failure to issue reports. 2

A criticism made by Edwin F. Embree was that foundations

suffer from timidity. As a contrast to present-day mediocrity,

he pointed to the bold programs of fifty years ago in such fields

as medicine and education. In elaborating on this theme,

Embree spoke of:

1. Scatteration giving, that is, "the sprinkling of little

grants over a multiplicity of causes and institutions."

2. Bureaucracy and traditionalism which result in many
safe programs and few new ventures.

3. Too great a concern with conservation of resources; this

criticism was closely tied in with the preceding.

1 Lindeman, Eduard C, Wealth and Culture, p. 53.

* Coffman, Harold C, American Foundations, pp. 65-66.
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4. Abuses of the tax-exemption privilege by some organi-

zations, coupled with a failure or refusal to divulge informa-

tion. 1

Here, as in the Lindeman and Coffman studies, we find that

many of these criticisms or alleged mistakes are relative and

arguable points. For instance, in the case of scatteration giving,

although admitting there was a degree of validity in the

criticism, a foundation witness appearing before the 1952

Select Committee pointed out that the discovery of insulin

came about largely as the result of a $9,000 foundation grant

to Dr. Banting. Also, the revolution in American medicine

effected by the Flexner Report was mentioned. This Report

cost a little less than $10,000. Thus, other factors, such as

timing, were held to be as important as, if not more important

than, the size of grants. 2

When questioned as to their views on the mistakes founda-

tions had made, foundation heads offered a varied set of

answers. 3 Several mentioned such nontheoretical items as un-

due accumulation of funds and clumsy or restrictive construc-

tion of the charters or legal instruments creating some founda-

tions as chief mistakes. Others designated such relative or

arguable items as: scatteration giving, slowness in action, not

recognizing the public interest in foundation activities. The
period of support was seen as a problem. The Milbank Memo-
rial Fund felt that foundations often made the mistake of not

supporting "research projects for sufficiently long periods . . .

too many foundations support such projects on a year to year

basis, whereas many projects need the assurance of support for

a period of years." 4 The Commonwealth Fund maintained

that one of the chief foundation mistakes was "clinging too

long to a program whose essential educational effect has been

1 Embree, Edwin C, "Are the Foundations Doing Their Job?" Harper's
Magazine, vol. 198, March, 1949, pp. 28-37. See also Flexner, Abraham. Funds
and Foundations, pp. 77-88.

8 Hearings, Statement of Charles Dollard, p. 349.
8 Questionnaire, sec. G-3C. See p. 1 36.

* Milbank Memorial Fund, Answers to Questionnaire, p. 36.
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achieved," 1 but recognized that long-range support was often

justified.

Two nonrelated mistakes were most often emphasized. The
first deals with a human problem and penetrates to the heart

of foundation giving. Perhaps, as a mistake, it can be corrected

only by the development of that "feel" or "touch" mentioned

by Keppel and Moe. In any event, the kernel of this belief is

that most foundation mistakes are due to errors in judgment

concerning the significance and promise of men, projects, and

institutions receiving grants, plus the timing and manner in

which grants are made. The Carnegie Corporation of New
York stated it in these words:

The mistakes that foundations make derive from the same
limitations of human nature that are responsible for the mistakes

of other organizations, both private and public. These limitations

are fallible judgment about the capacities of people and institu-

tions and less-than-perfect foresight as to future developments.

Other mistakes arise from bad timing and bad planning. A grant

can come too soon or too late to have maximum effect. Looking

only at the Corporation's record, sometimes it would have been

better if we had put our money on one man instead of distributing

it among five. Sometimes hindsight indicates that we were over-

cautious; occasionally we have acted too quickly. We are con-

tinually reviewing past programs so as to improve future deci-

sions. 2

The other mistake that was believed to be most prevalent

was a disinclination or reluctance to enter experimental or

controversial fields. It was asserted that foundations had, par-

ticularly in the past but still much too much in the present,

placed too great emphasis on "brick and mortar" programs

and "made too few bold marches in new fields of progress, not

available to individual finance." 3 Thus, many were still sup-

porting programs which already had or should have ample

public support via taxation. Institutions such as orphanages

and old-age homes quickly leap to mind as illustrations.

1 Commonwealth Fund, Answers, p. 32.

2 Carnegie Corporation of New York, Answers, p. 60.

• Kresge Foundation, Answers, p. 13.
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The chief present-day mistakes, then, are a lack, on the part

of many foundation officials, of this thing called "feel" or

"touch," which is a necessity if foundation money is to be

more than a dole; and not using funds as venture capital.

Now, what are the chief difficulties the foundations think

they face today? Again, the answers to the 1952 Select Com-
mittee Questionnaire throw considerable light on the question.

Before presenting a summary of foundation views, however,

it may be noted that official opinion varies on the relative

difficulty of operating foundations. Apropos of Julius Rosen-

wald's famous aphorism, that it is easier to make a million

dollars than give it away intelligently, Russell C. Leffingwell,

chairman of the Board of Trustees of the Carnegie Corporation

of New York, thought there was nothing to it. He felt that it

was an extraordinarily difficult job to make a million dollars,

honestiy or otherwise, and he was sure that 150 million other

Americans would agree with him. He admitted that it took a

lot of hard work to make a successful foundation, but if good

men were picked they could and would do the job. 1

On the other hand, Paul Hoffman, then president of the

Ford Foundation, testified that after heading that foundation

for two years he was sure that Rosenwald's statement was cor-

rect. His explanation was that in business one has a profit and

loss gauge that positively indicates success or failure. No such

mechanism exists in foundation work, therefore the necessity

for painful soul-searching by foundation executives in evaluat-

ing their work. 2

Regardless of the answer to the relative difficulty of business

and philanthropic operations, many of the foundations felt

that they were confronted by severe problems. 3

Minor difficulties were: pressure from applicants to con-

tribute to palliative causes; operating in the face of possible

government restrictions, particularly those of a monetary or

fiscal nature; the difficulty of evaluating completed projects or

1 Hearings, Statement of Russell C. Leffingwell, pp. 370-371.
8 Ibid., Statement of Paul G. Hoffman, p. 262.
3 Questionnaire, sec. G-3CL See p. 1 36.



I I 2 OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

of putting them across to the public as enterprises worthy of

public support.

The four main difficulties, however, appeared to be:

i . A scarcity of the gifted or talented, for foundation work,

who have that oft-mentioned "feel" or "touch."

A corresponding scarcity of the gifted or talented to whom
the foundations could entrust research and other projects. The
Milbank Memorial Fund, in short, poignant sentences, ex-

pressed this view: "The greatest difficulty is to find the best

brains. Qualified workers are comparatively few." 1 The Twen-
tieth Century Fund also stated that this search for superior

men formed its principal difficulty. It added, regretfully, that

it did not know any recipe for remedying the difficulty. 2

2. A lack of adequate knowledge concerning the character

and quality of the results to be expected from prospective

grantees. Apparently this is a paradoxical difficulty. As the

venture-capital function is embraced by more foundations,

their area of knowledge concerning foreseeable or measurable

results decreases. Thus, there is an accentuation of this diffi-

culty at a time when it assumes increasing importance. The
Carnegie Endowment for International Peace sums up this

viewpoint in these words:

The principal difficulties faced by foundations in achieving

maximum results, aside from limited resources, arise from the

inherent obstacles created by inadequate knowledge, changing

world conditions and the extraordinary demands upon imagina-

tion and foresight implicit in the main role of the foundation

today, that of providing venture capital for ideas. 3

3. Closely allied is the difficulty of choosing from among
myriad requests for aid those best suited to the purpose and

program of the foundation.

4. Finally, the difficulty of keeping the public sufficiently

informed of activities. This was thought to be an increasing

problem as the foundations engaged in work of a more ven-

turesome or controversial nature.

1 Milbank Memorial Fund, Answers, p. 36.

1 Twentieth Century Fund, Answers, p. 46.

•Carnegie Endowment for International Peace, Answers, p. 105.
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The comments of the Maurice and Laura Falk Foundation

aptiy summarized the last three difficulties:

Their principal difficulties have been (1) always to get ade-

quate and sufficiendy reliable information to enable them reason-

ably to foresee in what respects their pioneering projects are most

likely to encounter barriers to success, and (2) to keep the public

sufficiendy aware of the risk-taking nature of their activities to

assure public tolerance of failure when it occurs. 1

Seedjor Foundations

Despite testimony that foundation expenditures amounted

to only 3 per cent of total philanthropic expenditures in the

United States, 2 American foundations have undoubtedly been

one of the great social and cultural forces in twentieth-century

life, both in the United States and abroad. Hollis ranked them

immediately below church, school, and government, as one of

the most influential social forces. 3 A cataloguing of all the

effects which, direcdy or indirecdy, they have had would

certainly give ample proof of this statement. Such a cataloguing

is manifesdy impossible. Even the foundations, when asked for

opinions on the relative effects they might have had in various

fields, figuratively threw up their hands in horror. 4 The experi-

enced General Education Board held that the "question is

difficult to answer because there is no adequate record of the

work of all American foundations." Furthermore, it concluded:

We are dealing with imponderables. The influence of founda-

tions is closely meshed with a far greater set of influences which
derive from the church, the school, the home and all the traditions

of our past. To attempt to unravel a single thread from the total

skein is probably impossible. 5

For the most part, in answering these questions, they could

merely point to various outstanding projects or programs

which they initiated or with which they were connected.

1 Maurice and Laura Falk Foundation, Answers, p. 14.

* Hearings, Statement of F. Emerson Andrews, p. 14.

* Ibid., Statement of Ernest V. Hollis, p. 4.

4 Questionnaire, sec. E-3f, h; 4/, h; 5f, 9; 6d, f; sec. G-3a, b. See pp. 133-136.
1 General Education Board, Answers, pp. 112, 114.



I I 4 OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

Keppel felt that the foundations could "safely rest their

case" on these three accomplishments alone: (i) the responsi-

bility of the General Education Board for the improvement of

secondary education and education in general in the South;

(2) the Rockefeller Foundation program of public health all

over the world; and (3) the Carnegie libraries. 1

Despite their record of accomplishment on relatively meager

resources, there has been some conjecturing that the govern-

ment could and perhaps should take over and assume the

foundation role. Since much of the work formerly performed

by the foundations has been assumed by government and

since many aspects of their work overlap, there is a certain

amount of plausibility in the argument. Even Keppel stated

:

As believers in democracy, we are bound to look forward to the

day when the community will take over the functions now per-

formed by the foundations of the type we have discussed, and the

latter will accordingly disappear or, at any rate, become a factor

of relatively slight importance.

He quickly added:

If we are honest with ourselves, however, we must recognize

that that day will not come in our time nor in that of our children

or grandchildren. 2

Even in such fields as the natural sciences, where govern-

ment support has entered in tremendous proportions, it is felt

that the foundations can still play a very important role. For

they can provide an alter ego, albeit small, that may well open

doors which are closed, for one reason or another, to govern-

ment.3

Successive foundation officials, offering testimony to the

1 952 House Select Committee, emphasized their belief that it

would be unwise to delegate all foundation functions to gov-

ernment. Their opinions were based mainly on the ability of

foundations to take risks which, because of political considera-

1 Keppel, Frederick P., The Foundation, pp. 1 12-1 13.

* Ibid., pp. iio-in.
* Hearings, Statement of Vannevar Bush, p. 152; Charles Dollard, p. 356.
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tions, it would be impossible for the government to take. This

was felt to be particularly true in the social science field.
1

Prominent educators expressing views on the subject were of

the same opinion. 2

All of the foundations answering the House Select Com-
mittee's Questionnaire believed that the role they played could

not be performed effectively by government. They also main-

tained that, particularly in the social sciences, the government

could not be so objective and unbiased as private foundations,

nor could it move so swiftly in reaching decisions when promis-

ing opportunities presented themselves. Objections were also

raised as to the over-all efficiency of government operation in

the philanthropic and educational fields.
3 In his reply to the

Committee's information-seeking letters, the president of the

New York Stock Exchange, a former educator, bluntly stated

in this regard that "if the Government begins to stick its finger

into the pie, I fear greatly that inevitably red tape, restrictions

and lack of freedom will follow." 4

The foundations also expressed the fear that political con-

siderations would soon become uppermost if the government

were to attempt to supplant foundations. Increased taxation

was another major objection. Thus, efforts on the part of the

government to assume foundation functions "would result in

another sprawling bureaucracy with branches spread all over

the country or perhaps the world. Experience justifies the

statement that another great burden would be imposed on
taxpayers." 5

By far the greatest objection to the replacement of founda-

tions by the government was that such a step would ultimately

lead to totalitarianism of one brand or another. A wise people,
1 Ibid., Statement of Paul G. Hoffman, p. 251; Charles Dollard, p. 352;

Russell C. Lemngwell, p. 376; Michael Whitney Straight, p. 421 ; Marshall Field,

pp. 447-448; Raymond B. Fosdick, pp. 759-760.
8 McBride, Katharine, Solicited Letter to Select Committee, December 3,

1952; Frank H. Sparks, November 14, 1952; William B. Tolley, December 12,

1952.
3 Questionnaire, sec. G-2. See p. 136.
4 Funston, G. Keith, Solicited Letter to Select Committee, November 26,

!952-

• El Pomar Foundation, Answers to Questionnaire, p. 25.
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it was asserted, should never surrender exclusive rights con-

cerning its welfare to any one institution, least of all to the

state. The Max C. Fleischmann Foundation of Nevada
asserted:

The assumption of such functions by the government would be

"a" (if not the "last") step towards a totalitarian state. It would
destroy the two party system with its opportunity for a change if

desired— because control of all these functions would entrench one

party beyond the possibility of removal. It would be a com-
pliance with communistic aims and beliefs. 1

In the light of the belief that foundations are supplying a

vital need which cannot be supplied by government, what of

their future?

In the past large foundations were the fruit of economic and

financial conditions which permitted the accumulation of vast

surplus wealth, much of it from current income. Opinion

varies as to the number of large foundations that will be

created in the future. Some hold that few large foundations

will be created in view of the high tax rates and the general

tendency toward a wider spread of the wealth. 2

Differing opinion holds that although today high levels of

taxation prevent the current income accumulations of yore,

these very tax rates encourage the contribution of substantial

sums from current income to philanthropic causes, including

foundations that living donors may have created with this in

mind. Moreover, present taxation does not affect increases in

value in unrealized assets. Owners of businesses, or substantial

shares in businesses, can permit those ownerships to appreciate

into very large amounts without being affected by taxation.

Upon the death of the owner, heavy estate taxes would have to

be paid, but in itself this encourages the disposition of large

portions of such accumulations to charity, and in several recent

examples, foundations of substantial assets have resulted.

These special considerations, therefore, prompt a belief that

1 Max C. Fleischmann Foundation of Nevada, Answers, p. 1 4.

2 Keppel, Frederick P., The Foundation, p. 108; Hearings, Statement of Alfred

P. Sloan, Jr., pp. 456"457-
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the first opinion noted above may be mistaken with respect to

foundations.

Regardless of the accuracy of either opinion, if it is desirable

that further encouragement be given to foundations, such

growth can be assured by (
i
) revision of the tax laws so as to

encourage them1
; and (2) by the large corporations of the

United States creating foundations similar to those already in

existence. The corporations could easily do this by taking

advantage of the 5 per cent deduction for philanthropic pur-

poses allowed them under existing tax laws. 2

Arguing in favor of this 5 per cent policy, Alfred P. Sloan,

Jr., pointed out that many corporation directors favored the

plan but hesitated to take the step. They were fearful of being

accused by stockholders of diverting corporation funds for

purposes far afield from the stockholders' interests. Sloan felt

that these fears were groundless and that as time passed, more

and more foundations would be created through the 5 per cent

deduction. 3 Corporation foundations, however, usually have a

serious disadvantage. Whereas the general purpose founda-

tions are more or less perpetual and can engage in long-range

planning, those created by corporations have seldom accumu-

lated sizable corpora; their efficiency is consequently impaired.

Despite this drawback, F. Emerson Andrews believes that

... if they are given imaginative direction and some freedom

to experiment, corporation foundations may become pioneers and
pathfinders in corporate giving, finding ways of applying cor-

porate gifts that will bring increased credit to business and larger

benefits to communities. 4

Although the consensus has been that government cannot

perform many of the special functions of private foundations,

1 For examples, see Hearings, Statement of Robert M. Hutchins, p. 286;
Marshall Field, p. 448.

* See Ruml, Beardsley, and Theodore Geiger, editors, The Manual of Corporate

Giving. National Planning Association, Washington, 1952.
3 Hearings, Statement of Alfred P. Sloan, Jr., p. 458.
* Andrews, F. Emerson, Corporation Giving. Russell Sage Foundation, New

York, 1952, p. 112. Chapter 6 provides a concise account of corporation founda-
tions.
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it should be pointed out that one government foundation does

exist, and serves usefully in its own special field, the National

Science Foundation. Created in 1950, this Foundation has a

twofold role. First, it was set up as an additional source of

catalytic, venture capital. Second, it is ultimately to be the

coordinator or clearinghouse for government-sponsored, gov-

ernment-financed experimental projects. At the present time

its grants are concentrated in the natural science field mainly

in the form of fellowships and grants-in-aid for outstanding

scholars. In the future it could presumably enter other fields

as they become less controversial and more amenable to the

scientific method.

CONCLUSION
The larger, private American foundations of today are a

flowering of the American capitalistic system and they reflect

its characteristics in various ways. Although they have ante-

cedents that run far back in the pages of history, they differ

from most previous philanthropic institutions. Despite the

mystic, religious note that permeated the creation of many
foundations, they are secular and predominantly devoted to

secular causes.

They sprang into being during a period when government

regulation of individuals and institutions was at, probably, the

lowest ebb in human history. Their very range and variety of

purposes is exemplification of this freedom; similarly, their

diversity of operation. In such matters as selecting officers,

making investments of their capital, and the manner in which

they actually implement their expressed purposes, they have

covered the widest possible latitude. Furthermore, they ex-

press or imply a belief that such diversity, as is the case with

the capitalistic system, is one of the greatest bulwarks to that

freedom from which they came and of which they are a part.

The majority of these foundations differ from previous ones

in that they have adopted a preventive rather than palliative

concept of their function. Rather than adopting the status quo

attitude of "what has been will always be," they have at-
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tempted, with characteristic American drive and push, to get

at the very heart of various problems. This pragmatic "Does it

work? and if not, let's get rid of it and substitute something

better' ' permeates the foundations and our capitalistic society

alike.

The combination of freedom, wide-ranging activities, and

venture-capital programs has, however, brought the founda-

tions a problem which did not face those of previous ages.

They are, and have been, accused of using their very freedom

of action to control or guide individuals, institutions, and the

society of which they are a part. The foundations have a

partial defense in the care they have given to the maintenance

of an air of freedom for their grantees. Probably their most

telling one, however, is that in one generation they were ac-

cused of directing America to the right; in the next, of directing

her to the left. Even if one believes these accusations, it would

seem that there need be little fear of organizations subject to

such vagaries. The obvious answer, of course, is that neither is

true; both arose from a misunderstanding of foundation pur-

poses, policies, and programs.

Partially to correct these misconceptions, and partially as a

result of the humanizing and democratizing influences at work

in the American capitalistic system itself, the principle of the

public trust became recently a significant factor in foundation

thinking. This principle, predicated on the first three founda-

tion principles (diversity of operation, preventive venture-

capital function, and freedom of action) seeks to preserve them

by making the American public more conscious of what foun-

dations are and have been doing. Public reporting, official and

voluntary, is expected to achieve this purpose.

What of the future of foundations? This writer believes that

they will continue to play a very necessary role in American

society. As the 1 952 Select Committee states on page 4 of its

Final Report: "It appears that the present need for foundations

is even greater than it has been in the past and that there is

great likelihood that the need will prove an increasing one in

the future."
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APPENDIX B

Questionnaire Submitted by the Select

Committee to the Larger Foundations

Created by House Resolution 561, Eighty-second Congress, Second

Session, to Investigate Tax-Exempt Foundations and Comparable
Organizations

INSTRUCTIONS

1

.

Answers to the questionnaire should be made to the committee

in duplicate.

2. Answers should be prepared so that they are carefully keyed to

the section and question number of each section. No particular form

other than reference to section and question number need be ob-

served. However, in order to avoid confusion and expedite process-

ing, it is requested that the answers to each section should begin on a

page separate from those on which answers to another section have

been given. In other words, when beginning answers to any section

please use a sheet of paper on which no other answers have been

made.

3. The committee places a higher premium on clarity and sub-

stance than on style and form; on speed of completion rather than on
niceties of phrase. Write as much or as little as is deemed necessary

to answer the questions. The committee wishes your best thinking

but will appreciate such brevity and compression as is consonant

with clear exposition.

4. Please use one side only of regular S}4 by 1 1 letter-size paper
for your answers, double-spaced and numbered serially at the top

irrespective of section, with the name of your organization at the top

of each page.

SECTION A

A- 1 . What is the name of your organization?

A-2. What is its legal nature, i. e., a trust, a corporation, 01 other

type of association?

A-3. If a corporation, in what State is it incorporated and by what
State agency?
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I 28 OPERATING PRINCIPLES OF THE LARGER FOUNDATIONS

A-4. Where is its principal office located?

A-5. When was it chartered or otherwise organized?

A-6. Is it the outgrowth or continuation of a form of predecessor

organization, or the result of a merger? Explain.

A-7. (a) Has it been declared exempt from taxation under section

1 01 (6) or any other section of the Internal Revenue Code by the

Commissioner of Internal Revenue? If so, when was such exemption

granted?

(b) Has its exemption ever been removed, suspended, or chal-

lenged by the Commissioner of Internal Revenue? If so, state when
and the circumstances thereof.

A-8. If it is in the nature of a trust, is it permitted deductions for

charitable and related contributions as provided by section 162 of

the Internal Revenue Code?
A-g. Give the names, addresses (business or mailing) and terms of

all trustees or members of your board of directors since 1935.

A-10. Is any of your trustees, members of your board of directors,

or executive officers the creator of your organization or a contributor,

present or past, to your organization, or a brother or sister (whole or

half blood), spouse, ancestor, or lineal descendant of such creator or

contributor? If so, explain.

A- 1 1 . Is any of your trustees, members of your board of directors,

or executive officers also a trustee, director, or officer of any other

tax-exempt organization or of any corporation or other business

organization related directly or indirectly to your organization? If so,

explain in detail.

A-12. List the names and addresses of the principal executive

officers of your organization.

A-13. What was the amount of your original endowment and in

what manner was it granted to your organization?

A-14. What capital additions over $10,000 in amount have you

received since your original endowment and from what sources?

A-15. Is your endowment fund perpetual or is it expendable on an

optional or determined liquidating basis? Explain.

A-16. What is the amount of your present endowment?
A-17. Attach a balance sheet indicating the amounts of your

assets, liabilities, and net worth as of the close of your last fiscal year.

A-18. What was your average gross income for the years 1946-51,

both years inclusive?

SECTION B

B-i . What is the purpose or purposes for which your organization

was created as defined by your charter or other instrument creating

your organization?



QUESTIONNAIRE 1 29

B-2. State the activities which your organization considers per-

missible under the purpose or purposes stated in your answer to

question 1.

B-3. Who determines whether the funds of your organization are

being spent within the limitations set forth in your answers to ques-

tions 1 and 2?

B-4. Who determines what gifts, grants, loans, contributions, or

expenditures are to be made by your organization?

B-5. On what are the determinations specified in question 4 based?

B-6. With whom do proposals submitted to the person, persons, or

group named in your answer to question 4 for gifts, grants, loans,

contributions, and expenditures originate?

B-7. Is any individual or group of individuals charged with the

duty of originating and developing plans, programs, and proposals

for the distribution of your funds?

B-8. If the answer to question 7 is in the affirmative, state the

names and positions of such persons.

B-g. Was an investigation of each individual named or specified in

your answers to questions 3, 4, 7, and 8 made into his or her back-

ground and qualifications before he or she was elected, appointed,

employed, or otherwise entrusted with his or her duties or responsi-

bilities?

B-10. If the answer to question 9 is in the affirmative, give details

as to the nature of such investigations, the manner in which they

were conducted, and by whom.
B-i 1 . If the answer to question 9 is in the affirmative, state when

such investigations were first instituted.

B-12. If the answer to question 9 is in the affirmative, state the

reasons for making such investigations, whether there has been any
change in the policy of your organization in relation thereto, and, if

so, the date and reasons therefor.

B-13. If the answer to question 9 is in the affirmative, state whether

the results of such investigations were reduced to writing or if any
memoranda were made in connection therewith.

B-14. If the answer to question 13 is in the affirmative, state

whether such writings or memoranda (a) were extant as ofJanuary

^S 1
} W are extant now, and (c) if extant, the person, firm, corpora-

tion, or organization in whose possession or custody they are.

B-15. If the answer to question 9 is in the affirmative, state whether
any such investigation revealed any person hired or employed by or

affiliated with your organization who at the time of the investigation

had or prior thereto had had any affiliations with communist-front

organizations.
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B-16. If the answer to question 15 is in the affirmative, state the

name or names of such person or persons.

B-17. If the answer to question 9 is in the negative, state whether

such investigations were ever considered or discussed by your organ-

ization or the trustees, board of directors, or officers thereof, and, if

so, by whom, and the basis of any decision reached in connection

therewith.

B-18. If the answer to question 15 is in the affirmative, state what
action was taken by your organization with reference to such person

or persons.

B-19. What steps, if any, have been or are being taken to prevent

infiltration of your organization by subversive persons?

B-20. If the answer to question 19 is in the negative, state whether

you think it necessary or advisable to initiate procedures to prevent

possible infiltration of subversives into your organization; and, if so,

whether you intend to do so and the general routine of the intended

procedures.

SECTION C

C-i . Have any gifts, grants, loans, contributions, or expenditures

been made by your organization which were not in accordance with

the purpose or purposes defined by the instrument establishing or

creating your organization or the permissible activities of your organ-

ization set forth in your answers to questions 1 and 2 of section B?

G-2. If the answer to question 1 is in the affirmative, list the

amount, recipient, date, and nature of such gift, grant, loan, con-

tribution, or expenditure.

G-3. Does your organization follow up gifts, grants, loans, or con-

tributions made by it to other foundations, agencies, institutions, or

groups by investigation to determine the ultimate disposition of such

moneys?

04. Has any gift, grant, loan, or contribution been made by you
to another foundation, agency, organization, institution, or group

which in turn made or makes gifts, grants, loans, contributions, or

expenditures which are not permissible under your charter or instru-

ment establishing your organization?

G-5. If the answer to question 4 is in the affirmative, list the

amount, recipient, date, and nature of each such gift, grant, loan,

contribution, or expenditure and the reasons for the making thereof.

G-6. In the making of gifts, grants, loans, contributions, or other

expenditures does your organization consult with any other organ-

izations such as the United States Government, educational groups,

religious groups, labor groups, veterans' societies, patriotic societies,

foreign governments, other foreign agencies? If so, explain.
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C-7. List those institutions, operating agencies, publications, spe-

cific projects, and individuals which have received aid from your

organization and the amounts and years and nature of such aid since

1935. (Note.— (a) If your filing system is so set up, it is desired that

the lists be made up in alphabetical order, (b) Lists that are included

as sections of published works will be accepted in fulfillment of 7

above.)

SECTION D

D-i . State your definition and your understanding of the meaning

of the term "subversive" as that term is commonly used in public

print today as applied to the activities of an individual, individuals,

groups of individuals, an organization, or an institution in relation

to the government of the United States.

D-2. Does your organization make any attempt to determine

whether the immediate or eventual recipient (whether an individual,

group of individuals, association, institution, or organization) of any

grant, gift, loan, contribution, or expenditure made by your organ-

ization has been or is "subversive" as you have defined that term in

answer to question 1 , in advance of and/or after making such grant,

gift, loan, contribution, or expenditure?

D-3. If the answer to question 2 is in the affirmative, state the

nature of such attempted determination, how made, by whom,
whether the results thereof are reduced to writing, and, if so, whether

they are extant and where?

D-4. If the answer to question 2 is in the affirmative, state when
such attempts were first initiated and why; also state whether such

attempts have been made sporadically or whether such is established

policy, and if the latter, when such policy was established.

D-5. If the answer to question 2 is in the negative, state whether

such attempts were ever considered or discussed by your organiza-

tion, its trustees, directors, or officers, and if so, by whom and the

basis of any decision reached in connection therewith.

D-6. Does your organization check immediate, intermediary, or

eventual recipients of grants, gifts, loans, or contributions from your

organization against the list of subversive and related organizations

prepared by the Attorney General of the United States? *

D-7. If your answer to question 6 is in the affirmative, state

whether such listing of an organization by the Attorney General of

the United States influences you in the making or withholding of

* List of organizations designated by the Attorney General as within Executive
Order No. 9835 according to the classification of Section 3, Part III, of the
Executive Order.
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grants, gifts, loans, contributions, or expenditures either directly or

indirectly to organizations so listed.

D-8. If your answer to question 6 is in the negative, state the

reasons therefor fully.

D-g. Do you consider it your duty or responsibility to consider the

possible effects of grants, gifts, loans, or contributions to organiza-

tions which have been so listed by the Attorney General of the

United States?

D-10. Has your organization made any grants, gifts, loans, con-

tributions, or expenditures either directly or indirectly through other

organizations to any organization so listed by the Attorney General

of the United States or to any individual, individuals, or organiza-

tions considered "subversive" as you have defined that term in

answer to question 1?

D-11. If your answer to question 10 is in the affirmative, list the

recipient and date of each such grant, gift, loan, contribution, or

expenditure and the amount and nature thereof.

D-12. If your answer to question 10 is in the affirmative, state

whether you knew such organization had been so listed by the

Attorney General or was considered "subversive" at the time you
made such grant, gift, loan, contribution, or expenditure.

D-13. If your answers to questions 10 and 12 are both in the

affirmative, state your reasons for making such grant, gift, loan,

contribution, or expenditure.

D-14. Has your organization made any grant, gift, loan, contribu-

tion, or expenditure directly or indirectly to any individual, indi-

viduals, group, organization, or institution which grant, gift, loan,

contribution, or expenditure or recipient has been criticized or cited

by the Un-American Activities Committee of the United States

House of Representatives or the Subcommittee on Internal Security

of the Judiciary Committee of the United States Senate?

D--15. If your answer to question 14 is in the affirmative, list the

recipient and date of each such grant, gift, loan, contribution, or

expenditure and the amount and nature thereof.

D-16. Does your organization consult the "Guide to Subversive

Organizations and Publications," House Document No. 137, pre-

pared and released by the Committee on Un-American Activities,

United States House of Representatives? If so, for what purpose and
to what effect?

SECTION E

E-i. In your opinion, should educational and philanthropic foun-

dations and other comparable organizations which are exempt from

Federal income taxation finance or sponsor projects which may have
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as a direct result the influencing of public opinion in the fields of

politics? Economics? Education? International relations? Religion?

Government and Public Administration? Other Fields? Explain fully.

E-2. In your opinion, should a tax-exempt foundation which

makes a grant to an individual, a group, institution, or organization:

(a) Indicate the conclusions to be reached?

(b) Withdraw its grant or discontinue it if conclusions different

from those held by the foundation are reached?

(c) Suppress the findings if they differ from the views of the founda-

tion? Explain fully.

E-3. Explain in detail the activities, if any, of your organization in

the field of education both within and outside the territorial limits of

the United States. The following questions should be covered fully,

but your answer need not be limited thereto:

(a) What policies govern your activities in this field, and who
formulates said policies?

(b) Do you consult individuals or groups other than those em-
ployed or otherwise directiy connected with your organization in the

formulation of policies in this field? Explain.

(c) Is an effort made to aid, assist, or support individuals, groups,

or projects representing divergent views on controversial educational

issues? If so, explain how this is accomplished. If not, explain the

reasons therefor.

(d) Is any assistance provided by you for projects in this field con-

ducted by religious or sectarian educational groups, associations,

schools, colleges, or universities? If so, is an effort made to secure an

equal distribution of moneys among the various major religious

groups or sects? If such an effort is not made, why is it not made?
(e) With whom do you consult with regard to financing educa-

tional projects outside the territorial limits of the United States? Do
you consult with any United States Government agencies, including

the United States State Department?

(J)
In your opinion, what effect, if any, has your organization had

on education in the United States? In other countries?

(g) Does your organization directly or indirectly sponsor or other-

wise support proposed or pending State or Federal legislation within

the United States or legislation in foreign countries in the field of

education? Explain.

(h) In your opinion, what effect have educational and philan-

thropic foundations and comparable organizations had on education

in the United States? In other countries?

E-4. Explain in detail the activities of your organization in the

field of international relations both within and outside the territorial
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limits of the United States. The following questions should be cov-

ered fully, but your answer need not be limited thereto:

(a) What policies govern your activities in this field and who
formulates said policies?

(b) Do you consult individuals or groups other than those em-
ployed or otherwise directly connected with your organization in the

formulation of your policies in this field? Explain fully.

(c) Is an effort made to aid, assist, or support individuals, groups,

or projects representing divergent views on controversial interna-

tional issues? If so, explain how this is accomplished. If not, explain

the reasons therefor.

(d) Explain in detail the relationship your organization has had
with the League of Nations and the United Nations or any of its

related agencies.

(e) Explain in detail your relationship with the State Department
and any other Government agencies in this field.

(/) In your opinion, what effect, if any, has your organization had
on the foreign policies of the United States? On the policies of the

United Nations? On the policies of other nations?

(g) Does your organization directly or indirectly sponsor or sup-

port any proposed or pending State or Federal legislation or legisla-

tion in foreign countries in the field of international relations?

(h) In your opinion, what effect, if any, have educational and phil-

anthropic foundations and comparable organizations had on inter-

national relations? On the foreign policies of the United States? On
the policies of the United Nations? On the policies of other nations?

E-5. Explain in detail the activities of your organization in the

field of government and public administration. The following ques-

tions should be answered fully, but your answer need not be limited

thereto:

(a) What policies govern your activities in this field, and who
formulates said policies?

(b) Do you consult individuals or groups other than those em-
ployed or otherwise directly connected with your organization in the

formulation of your policies in this field? Explain fully.

(c) Is an effort made to aid, assist, or support individuals, groups,

or projects representing divergent views on controversial govern-

mental and public administration issues? If so, explain how this is

accomplished. If not, explain the reasons therefor.

(d) Explain in detail your relationship with United States Govern-

ment agencies in this field.

(e) Does your organization directly or indirectly sponsor or sup-

port pending or proposed State, Federal, or foreign legislation in this

field? Explain.
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(f)
In your opinion, what effect has your organization had on

governmental and public administration matters in the United

States? In other countries?

(g) In your opinion, what effect have educational and philan-

thropic foundations and comparable organizations had on govern-

mental and public administration matters in the United States? In

other countries?

E-6. Explain in detail the activities of your organization in the

field of economics. The following questions should be answered fully,

but your answer need not be limited thereto:

(a) What policies govern your activities in this field, and who
formulates said policies?

(b) Do you consult individuals or groups other than those em-
ployed or otherwise directly connected with your organization in the

formulation of policies in this field? Explain fully.

(c) Is an effort made to aid, assist, or support individuals, groups,

or projects representing divergent views on controversial economic

issues? If so, explain how this is accomplished. If not, explain the

reasons therefor.

(d) In your opinion, what effect has your organization had on the

economic life of the United States?

(e) Does your organization directly or indirectly sponsor or other-

wise support proposed or pending State or Federal legislation in the

field of economics? Explain.

(/) In your opinion, what effect have educational and philan-

thropic foundations and comparable organizations had on the eco-

nomic life of the United States?

E-7. (a) Has your organization ever contributed any funds to any
individual, individuals, group, or organization within or without the

United States for political purposes? Explain.

(b) Has your organization ever contributed any funds to any indi-

vidual, individuals, group, or organization for nonpolitical purposes,

which funds were nevertheless actually used for political purposes?

Explain.

SECTION F

F-i. Is your organization engaged in any activities in foreign

countries other than those which you have indicated in your answers

to prior sections of this questionnaire? Explain fully.

F-2. Does your organization maintain offices or agents in any
foreign country?

F-3. If your answer to question 2 is in the affirmative, explain

fully, giving the number of agents in each country who are em-
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ployees, the nature of their duties, the amounts which they are paid

and by whom.
F-4. Does your organization promote activities in any foreign

country through any foreign organizations or foreign individuals not

in your employ? Explain fully.

F-5. If you are engaged in any activities in foreign countries, state

the amount of your average annual total budget for such activities

during the past 5 years, and give the proportion of such budget to

the total amount expended by you during the same period in the

United States.

F-6. Does your organization deal directly with the governments of

foreign countries in which funds are spent or activity is promoted?

Do you deal with any particular political party or group in said

countries? Explain fully.

F-7. Is any agent, employee, or affiliate of your organization

engaged in political activities in any foreign country? If so, explain

fully.

F-8. If your organization is engaged in any activity in foreign

countries, do you consult with reference thereto with the United

States Department of State? Explain fully.

SECTION G

G— i . What, in your opinion, is the function of tax-exempt philan-

thropic and educational foundations in society today? Are they sup-

plying a vital need? If so, to what extent?

G-2. In your opinion, could the functions of foundations be

effectively performed by government? Explain your answer fully.

G—3. State as succinctly as possible your views on the following:

(a) What contributions to society have foundations made to date?

(b) Have they succeeded in making the maximum use of their

potentialities?

(c) What mistakes, if any, have they made?
(d) What are the principal difficulties they face in achieving

maximum results?

G—4. In your opinion, has the public a direct interest in tax-

exempt foundations and comparable organizations? State the reasons

for your answer fully.

G-5. In your opinion, is some form of governmental regulation of

foundations necessary or desirable?

G-6. If your answer to question 5 is in the affirmative, give your

reasons therefor and state the form such regulation should take.

G-7. If your answer to question 5 is in the negative, give the

reasons for your view.
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G-8. Do you believe that the charters or other instruments creat-

ing educational and philanthropic foundations and comparable or-

ganizations should specifically describe the type of activity in which

the foundation will engage? Or do you feel it is sufficient to indicate

the organization's purpose in general terms as "promotion of human
welfare," "diffusion of knowledge," "betterment of mankind"?
Explain.

G-g. Do you feel that any limits should be placed on educational

and philanthropic foundations and comparable organizations as to

the size of endowment, legal life, right of trustees to spend its capital

funds, etc.?

SECTION H

H-i . If you have any views or suggestions concerning educational

and philanthropic foundations which you have not covered else-

where in your answers to this questionnaire, the committee will

welcome them.

SECTION I

I- 1. Name and identify those persons, firms, or organizations,

both within and outside your organization, which have had responsi-

bility for preparing the answers to this questionnaire.

1-2. State whether you have consulted with the representatives of

other foundations with reference to this questionnaire and the

answers thereto after receipt of this questionnaire.

I-3. If your answer to question 2 is in the affirmative, give the

names, addresses, and tides of those persons with whom you have

consulted.

I-4. State whom, if anyone, you have consulted with reference to

this questionnaire in any branch, department, or agency of the

United States Government other than the representatives of the

Select Committee submitting this questionnaire. Give the names and
tides of such individuals.
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