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Foreword

AL*.^
private philanthropy recently has been increasing, and attitudes

toward it changing. The traditional attitude has been that chari-

table giving was a private matter, especially worthy of praise if

done in secret. For small, personal gifts in a neighborly setting,

where the donor could know the situation and observe the results

of his giving, this ethic had much to commend it, and still does.

Philanthropy has now grown into a large enterprise, with

giving annually exceeding five billions of dollars. Complications

of various sorts have set in. Government serves many of the

primary needs which formerly had first call upon our purses and

sympathies. Most of the social services have been professionalized,

so that an agency intervenes between giver and recipient, and

sometimes still another agency specializes in the raising of funds.

Persons in the higher tax brackets, and nearly all corporations,

give dollars that are more than half forgiven taxes, and less than

half a sacrifice of personal income.

We do not subscribe to the view that tax encouragement of

private giving should bring that giving under rigid public con-

trols. Voluntary philanthropy has an important place in Ameri-

can social progress largely because it is free, and able to experi-

ment. Tax exemption is granted to encourage creative philan-

thropy and enlarge its resources; to attempt to impose controls

would dry up gift dollars at their source and destroy the very

freedom that gives private philanthropy unique value.

i
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But freedoms can survive only where responsibilities are ac-

cepted. Recognition of the principle that freedom to give implies

responsible giving is apparent in the philanthropic activities of

those individuals and foundations best known for the benefits

that have followed their gifts. There are, however, so many
donors, both large and small, who seem unmindful of this prin-

ciple that its importance needs constant stress and explanation.

The Annual Report of Russell Sage Foundation for 1 950-1 951 put

the problem in the following words:

. . . The right to give for the benefit of others imposes an
obligation to be as fully informed as possible about the prob-

able consequences of a gift. There is a natural resistance by the

person who has had the ability to accumulate money which

he can afford to give away to the suggestion that he may not

be well qualified to decide precisely for what, how much, to

whom, and under what conditions it should be given. Yet, it is

obviously difficult for the layman to judge the relative needs of

such broad fields of philanthropic opportunity as, for example,

education, the health services, social welfare, or research. How-
ever, the financial needs of all such general areas are so great

that a decision to aid any one of them rather than the others

is not questionable. But money cannot actually be well spent

by giving just to education, health, welfare, or research;

sooner or later specific choices are necessary at a series of levels

down to the point where cash expenditures are made for rent,

food, books, microscopes, and the like, by individuals whose
skills, planning, and judgment determine the ultimate return

on the philanthropic dollar. In the case of the direct giver, this

means investigation of the utility and feasibility of the ob-

jectives, of the integrity, of the technical skills, and of the oper-

ating efficiency of the receiving agency, commensurate with

the size of the gift.

Partly because of these complications a substantial portion of

current giving is channeled through a relatively new and typically

American institution called the foundation. Such foundations

have existed in significant numbers only during the last half-

century in the American sense of that term, which implies a free-
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dom of action not true of the fixed-purpose charitable trusts that

have long existed in other countries.

The peculiar tax situation following World War II made it

possible to use them in some situations as a financial device with

little necessary relation to pure philanthropy. Abuses occurred,

which the Revenue Act of 1950 largely corrected. But two con-

gressional investigations in recent years have emphasized the

fact that the public has little accurate knowledge of what these

nebulously defined institutions are and do, and within the foun-

dations themselves there has been too little sharing of experience,

procedures, and general knowledge. When Dr. F. Emerson

Andrews presented to the Foundation trustees his proposal for a

study on Philanthropic Foundations, it was given prompt approval.

This study deals with the present position of foundations, their

types, organization, boards of trustees, finances, professional

staff, methods of operation, grant programs, areas of interest, re-

porting and publicity, legal problems, and current trends. It is

based upon extensive interviews, correspondence, questionnaires,

examination of the literature in the field, and its author's long

experience with Russell Sage Foundation and as consultant and

adviser to other foundations and philanthropic organizations.

One chapter, presenting the findings on scientific research sup-

ported by foundations, reports a special study Russell Sage Foun-

dation conducted for the National Science Foundation as a part

of that organization's major project for estimating total research

expenditures in the United States.

The study is designed primarily for the assistance of founda-

tions now in operation, their trustees and staffs, and as an aid to

prospective donors and their advisers in setting up such institu-

tions. Seekers of foundation grants may also find it useful. It is

further hoped that its discussions of all phases of foundation

operation may serve to promote wider public understanding of

this instrument for the contribution of private wealth to public

purpose.

Preparation of this study involved generous cooperation from

foundation executives, who filled out confidential questionnaires
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and granted extended interviews; from leaders in the welfare and

education fields and others on the recipient side; and from pub-

lishers, who without exception granted permission wherever re-

quested for use of published material. The footnotes acknowledge

some, but by no means all, of these instances of useful aid. To all

such persons and organizations the Foundation and the author

extend sincere thanks, and express the hope that they will find

value in the volume their help made possible.

Ray Garrett, past chairman of the Section of Corporation,

Banking and Business Law of the American Bar Association, was

retained as legal consultant for this study. We are indebted to

him for his review of the text in its legal aspects.

Donald Young
President, Russell Sage Foundation

December 15, 1955
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CHAPTER 1

Foundations Today

HP
AtHE FOUNDATION is an instrument for con-

tributing private wealth to public purpose. Substantial sums are

usually assumed, but such forms as the community trust, the

family foundation, and the corporation foundation make most of

its advantages available for modest contributions, or for annual

gifts that may grow into a large final amount.

Definition

A foundation may be defined as a nongovernmental, nonprofit

organization having a principal fund of its own, managed by its

own trustees or directors, and established to maintain or aid

social, educational, charitable, religious, or other activities serv-

ing the common welfare. Legally, foundations fall under the

classic definition of Justice Gray:

A charity, in the legal sense, may be more fully defined as a gift,

to be applied consistently with existing laws, for the benefit of an
indefinite number of persons, either by bringing their minds or

hearts under the influence of education or religion, by relieving their

bodies from disease, suffering or constraint, by assisting them to

establish themselves in life, or by erecting or maintaining public

buildings or works or otherwise lessening the burdens of government. 1

Name is not decisive. Variant names under which foundations

have appeared include The Rockefeller Foundation, but also the

Carnegie Corporation of New York, Smithsonian Institution, Duke
1 Jackson v. Phillips, 14 Allen 539, 556 (Mass. 1867).

I I



12 PHILANTHROPIC FOUNDATIONS

Endowment, Commonwealth Fund, American Academy in Rome,
American Missionary Association, George F. Baker Charity Trust,

Carnegie Hero Fund Commission, Church Peace Union, Trustees

under the Will of Lotta M. Crabtree, Thomas J. Emery Memo-

rial, New York Community Trust, Hartford Foundation for Public

Giving, Havens Relief Fund Society, James N. Jarvie Commonweal
Service, The A. W. Mellon Educational and Charitable Trust, Edward
Rutledge Charity, Whitney Benefits, Estate of Harry C. Trexler,

and Independent Aid (recently changed to the Doris Duke
Foundation). Frederick P. Keppel once proposed that the name
foundation be reserved for those set up as perpetuities, with fund

applied to those in which principal may be spent as well as

income; 1 but no such distinction exists in present practice.

Indeed, the prestigeful name foundation has been adopted by

many organizations which fall outside our definition and have no

proper right to its use. These include agencies which solicit con-

tributions instead of disbursing from an established fund, and

some which are trade associations, pressure groups, or outright

rackets. As an example of a trade association, a Hat Research

Foundation was reported as set up by the hat industry largely to

guard against expansion of the hatless vogue among men. In the

1953 hearings before a joint legislative committee of New York

State it was revealed that the National Kids Day Foundation had

collected from the public in five years $3,978,000 through mailing

out pens and similar devices, of which only $302,000 was spent

for its announced purposes. This "foundation" ceased operations

under pressure of the California attorney general.

Another large group of "foundations" do not fall within this

study because they are not legal entities with separate governing

boards. Typically, they are endowment funds set up for special

purposes within colleges and universities, in churches, or in other

organizations, and governed by the trustees of the parent institu-

tion. College foundations are frequently in the form of memorial

bequests establishing scholarships, a chair in a particular field, a

lectureship, a library collection, a special department, or a re-

1 Keppel, Frederick P., The Foundation: Its Place in American Life. Macmillan
Co., New York, 1930, p. 3.
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search project. In a church the fund may be for the parish poor,

for religious education, for building maintenance, for missionary

support, or for any of a wide variety of other religious purposes.

This study is concerned primarily with the foundation as that

term is understood in America today. Its predecessors, which

were usually endowments for limited purposes, existed from

earliest history, at some periods in considerable numbers. But the

special ingredient which distinguishes the foundation in the

American understanding of the name is wide freedom of action.

With a very few exceptions, such organizations have arisen only

in the United States and nearly all of them within the past

sixty years.

The Number of Foundations

A witness before a recent congressional investigating commit-

tee estimated that there were "between 30,000 and 35,000

foundations in this country," but admitted that this was by "the

broadest possible definition [including] the endowment of every

college in this country . . . the endowment of every hospital,

scientific society, or any other charitable body." 1 Such an omni-

bus definition does not serve the purposes of this study.

On the basis of definitions closely paralleling the one used in

this study, lists of foundations have been published over a period

of years by several organizations. These are presented in Table 1

.

All but the last of these directories of foundations were com-

piled from correspondence, previous lists, reports in the press, and

chance knowledge. No central registry of foundations and chari-

table trusts was available. But the Revenue Act of 1950 included

a provision requiring all such organizations to file information

returns that would be open to public inspection. American

Foundations Information Service descriptions, therefore, are

based on public documents and other data filed between 1950

and 1 954. However, many foundations established more recently

are not included, and evidence exists that the files in the district

1 Hearings Before the Select (Cox) Committee to Investigate Tax-Exempt Foundations and
Comparable Organizations. U.S. House, 82d Congress, 2d Session. Government Print-

ing Office, Washington, 1953, p. 13.
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TABLE 1. NUMBER OF FOUNDATIONS REPORTED IN DIRECTORIES
PUBLISHED FROM 1915 TO 1955

Year Title of directory
Number of

7 foundations

1 915 American Foundations* 27
1920 American Foundations* 54
1924 American Foundations" 127
1926 American Foundations3 179
1 930 American Foundations for Social Welfare* 1 85
1 93 1 American Foundations and Their Fieldsb 122

1932 American Foundations and Their Fieldsb 129

1 934 American Foundations and Their Fieldsb 1 23
1 938 American Foundations for Social Welfare* 1 88

1 939 American Foundations and Their Fields, IV 243
1 942 American Foundations and Their Fields, V° 314
1 946 American Foundations for Social Welfare* 505
1948 American Foundations and Their Fields, VI 899
1955 American Foundations and Their Fields, VI Id 4,162

a Published by Russell Sage Foundation. 1 946 edition a bound book written by
Shelby M. Harrison and F. Emerson Andrews.

b Published by Twentieth Century Fund, edited by Evans Clark.

Published by Raymond Rich Associates. Vols. 4 and 5 compiled by Geneva
Seybold; vol. 6, edited by Wilmer Shields Rich and Neva R. DeardorfF.

d Published by American Foundations Information Service, prepared by Wilmer
Shields Rich.

offices were by no means complete. It is probable that some 5,000

foundations now exist that meet the definition used in this study.

Geographical Distribution

A high proportion of these foundations are concentrated in the

industrial and wealthier East. Table 2 locates by states the

foundations recorded in lists published in 1946 and 1955.

The first notable fact is the heavy concentration of these

foundations, numerically, in the East, particularly the Middle

Atlantic and East North Central states. These eight states ac-

counted for 68 per cent of the foundations listed in 1946; 58 per

cent of the 1 955 tabulation. This slight decline in percentage may
indicate some actual relative growth in foundations in other

parts of the country in recent years, particularly family and cor-

poration foundations, but it may also reflect chiefly the better

coverage possible in the later survey and inclusion in it of smaller

foundations than the 1946 study admitted. In any event, even the

later survey's report of 1,238 foundations in New York State,
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with 1,136 of these in New York City, represents a present high

concentration. Asset data merely confirm this picture. Founda-

tions in New York State had 52 per cent of the assets of all the

reporting foundations in the 1946 tabulation; just under 56 per

cent in the Rich compilation.

High concentration in and about New York City does not

imply that all or most of this wealth is devoted to local projects.

Almost all of the larger foundations make grants and support

activities throughout the United States, and some of them inter-

nationally. On the other hand, foundations located in smaller

cities and in less industrialized states often maintain programs

chiefly of local benefit. But even with these reservations the

present geographical concentration of foundation wealth, offices,

and personnel creates policy problems.

Among states with a substantial number of foundations,

Illinois, Maryland, and Texas have made outstanding gains in

their percentage of the foundation total. In the case of Texas, the

growth has also been notable in terms of reported assets. Three

Texas foundations reported a total of $30 million in assets in the

1946 study; the Rich 1955 report shows 119 of the 125 Texas

foundations having assets of $113 million.

Their Share in Present Philanthropy

The popular assumption that foundations are a reservoir of

almost unlimited wealth, able to undertake vast projects at will,

is quite mistaken. It grew up, doubtless, because many of these

foundations bear the names, and often received most of the

estates, of persons noted for their individual wealth. But the

wealth of any individual is not considerable in today's total

economy, and the combined holdings of all the foundations are

much less than is commonly thought.

The 1953 figures are not wholly complete and some growth

among foundations has occurred since that compilation. It may
be assumed that the total worth of foundations is in the neighbor-

hood of $4.9 billion 1
, and their annual expenditures of the order

1 With Ford Foundation assets at ledger value. The figure will rise substantially

in 1956.
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TABLE 2. GEOGRAPHICAL DISTRIBUTION OF FOUNDATIONS BY
REGIONS AND STATES AS REPORTED IN 1946 AND 1955

1946 1955
Region or state Number Per cent Number Per cent

T TnitpH Statps! 5°5 100.0 A T fi/t 1 00.0

Mew England 46 9- 1 7.7

Maine b O.I

New Hampshire 9 0.2

\^ermont ~ c 0.

1

iviaojciuiiuov-iij 3 1
c
O.I t "if1 / 1 /I T4- 1

Rhode Island 1 0.2 J /
O Q

f^nnnpr ti fi 1
1"

W 111 X V. Ll<^ \JL L 14 2.0 y4 1 Q

Middle Atlantic 55-8 '>547 37-'
New York 4b. 7 1,238 29-7
New Jersey I I 2.2 1 04 2 ^

Pennsylvania 35 b-9 20^ 4-y

Flnsf l\fnrth Cpntml /^.^ 887 or^7 .J

Ohio 3-7 1 b2 3-9
xn*.wiiciiici 7 1.4 ^b
Illinois 12 2.4 36b 8.8

Michigan 18 3-5 229 5-5
Wisconsin 7 1.4 94 2.2

West North Central 4.8
Minnesota 7 1.4 88 2.1

Iowa 2 0.4 1
O Q

Missouri 1

2

2.4 8q 2.1

North Dakota 2 O. I

1

x i ^ui ciorwci 1 0.2 T A14.

Kansas 2 0.4 7 0.2

South Atlantic 42 A3 530 72.7

Delaware c
1 .2 2b o.b

Maryland 2 0.4 1 4.Q j
T^ic1"i~ir*1" nf ilnliirnnia 14 2.7 4°
\f lfcririi $\V lie JUL I Id 2 0.4 /I43 1 .0

West Virginia I 0.2 3 O.I

North Carolina 5 1 .0 78 i-9

South Carolina 3 o.b A2 1 .0

VJCUi l<i 8 i.b 88
Florida 1 0.2 55

jSiflj-i .SWA Central 8 1.6 114 2.7

Kentucky 4 0.8 29 0.7
Tennessee 1 0.2 48 1.1

Alabama 2 0.4 21 o-5

Mississippi 1 0.2 ib 0.4

W&y£ .SWA Central 7 1.4 194 4-7
Arkansas 2b o.b

Louisiana 0.2 27 0.7

Oklahoma 3 o.b ib 0.4
Texas 3 o.b 125 3.0
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TABLE 2— {Continued)

Alountain 94
Montana — -

Idaho - - 6 0.2

Wyoming 2 0.4 2 -

Colorado 9 1.8 62 l -5

New Mexico 5 O.I

Arizona 10 0.2

Utah - -
7 0.2

Nevada 2 O.I

Pacific 20 4.0 235 5-7
Washington I 0.2 25 0.6

Oregon 5 1.0 15 0.4

California 14 2.8 r 95 4.7

Territory 2 0.4 0./

Hawaii 2 0.4 3 O.I

Sources: Harrison and Andrews, American Foundationsfor Social Welfare, pp. 200-

201; Rich, American Foundations and Their Fields, 7th ed., pp. xx-xxi.

of $400 million. But a substantial portion of the latter figure

represents giving by individuals and companies from current

income, channeled through their newly created foundations. It

duplicates personal and corporate giving reported on income-tax

tabulations. Foundation grants from endowment income prob-

ably do not exceed $300 million in most years. 1

TABLE 3. ESTIMATED ASSETS AND ANNUAL EXPENDI-
TURES OF FOUNDATIONS IN 1944, 1950, AND 1953

Year
Number of

foundations
Assets

(millions)

Expenditures
(millions)

1944 $f,8i8 $ 72
195° 1,007 2,574 133
i953a 4,029 4>524 37i

a Figures range from 1950 to 1954. Only 3,795 foundations reported
expenditures.

Sources: 1944 figures, American Foundations for Social Welfare, p. 58;

1950 figures, Andrews, Philanthropic Giving, p. 93; 1953 figures, American
Foundations and Their Fields, 7th ed., pp. xiv, xx, xxiv.

If this is true, Americans exhale in tobacco smoke every year

more than the accumulated wealth of all the foundations

together. Many foundations can spend income only, and that

income has recently been much reduced both in dollars and in

purchasing power. In terms of meeting relief needs, which some
1 But the Ford Foundation's extraordinary $500 million appropriation of Decem-

ber, 1955, is to be spent in 1956 and 1957.
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foundations still attempt to do, their $300 million a year available

for grants would be negligible. We are now paying out of tax

funds about $1.6 billion a year for old-age assistance benefits; it

would take all the grants of all the foundations more than five

years just to meet one year's bill for the needy aged alone.

Even in the framework of private philanthropy the dollar con-

tributions that foundations can make are not large. Table 4 and

Chart 1, based on a 1954 estimate by the writer, show the pro-

portion at about 4.5 per cent. But because foundations have had

long experience in giving and most of them dispense their funds

with care, they have built an enviable record of accomplishment

from relatively meager resources.

TABLE 4. ESTIMATE OF 1954 RECEIPTS OF PRIVATE PHILANTHROPY
IN THE UNITED STATES, BY SOURCE

Source
Amount
(millions)

Per
cent

Total $6,651 100.0

Contributions from individuals

Contributions from corporations
Charitable bequests
Foundations3

Income from capital (except foundations)

4,789

375
237
300

72.0

5.6

3.6

4-5

14-3

a Adjusted to eliminate duplication with sums reported in items i and
also given through foundations.

Source: Philanthropic Giving, p. 73, revised by author to 1954 estimates.

2 but

Their Philosophy

Generalizations will seldom hold for a group so numerous and

so diverse as today's foundations. Indeed, a recent writer affirmed

a consensus in the foundation field that "existing differences of

opinion over the relative merits of various operational procedures

. . . are desirable in themselves." 1

Certain general trends are observable, however, though nota-

ble exceptions to them occur. One general trend has been away
from individual relief, for which foundation funds are in any

event inadequate, toward exploratory work directed to preven-

tion and cure rather than treatment or relief. Discovery is the
1 Kiger, Joseph C, Operating Principles of the Larger Foundations. Russell Sage

Foundation, New York, 1954, p. 26. See this volume for extensive discussion of
developing foundation doctrine.
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keynote of these programs—discovery in the physical sciences,

discovery in the social sciences, discovery in the application of

knowledge already won. Increasingly, foundation funds are being

called the venture capital of philanthropy. Because of their rela-

tive freedom from governmental and other controls, it has been

suggested that foundations may have a special mandate to enter

fields of controversy, where the explosive nature of the issues

would make suspect the findings of less independent organiza-

tions and where needed financing from any other source might

prove difficult.

CHARITABLE
BEQUESTS

FOUNDATIONS

INCOME FROM
CAPITAL

CHART 1. SOURCES OF THE PHILANTHROPIC DOLLAR

Such changes in emphasis are sometimes evident in the de-

veloping program of a single foundation. For example, Andrew
Carnegie set up the Carnegie Foundation for the Advancement of

Teaching in 1905 with an original endowment of $10 million "to

provide retiring pensions for the teachers of Universities, Col-

leges, and Technical Schools in our country, Canada and New-
foundland under such conditions as you may adopt from time to

time." 1 But free pensions were not a good idea. Howard J.
1 Letter of Gift dated April 18, 1905, quoted in Savage, Howard J., Fruit of an

Impulse: Forty-Five Years of the Carnegie Foundation, 1 905-1 950. Harcourt, Brace
and Co., New York, 1953, p. 20.
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Savage, writer of the Foundation's history, suggests that in the

light of present-day knowledge Mr. Carnegie's "gift to the teach-

ers might have taken another form. Conceivably it would not

have been made at all."

It was made, but with unexpected consequences. Since the

pensions were for "universities, colleges, and technical schools"

the Foundation set up qualifying definitions; attempts to meet

them worked a revolution in the standards of higher education.

Meanwhile the Foundation's firm-minded president, Henry S.

Pritchett, won over Mr. Carnegie, after years of resistance, to a

modestly endowed Division of Educational Enquiry—a shift in

course which the winds of experience have brought to many other

philanthropists and endowed charities. The pensions, even when
later curtailed, demanded many more millions than Mr.Carnegie

originally gave or intended. The research program, helped

though it was by grants from the Carnegie Corporation of New
York, never had substantial funds but has made outstanding con-

tributions to American education, including the famed Bulletin 4,

Medical Education in the United States and Canada, by Abraham
Flexner, Howard J. Savage's survey of college athletics, and

numerous studies of pension plans which were of service far

beyond the college field.

The newer foundations have not always had to learn such

lessons on effective giving by trial and error. Experience has

accumulated, and sometimes they have profited from it. One
clear statement of the present "doctrine" of many foundations

was made in the report of a special study committee set up by the

Ford Foundation to guide its vast new program:

The history of philanthropy is the record of a continuously evolv-

ing philosophy of giving. At one time the gifts of individuals and
benevolent organizations were intended largely to relieve the suffer-

ing of "the weak, the poor and the unfortunate." Philanthropy was
thought of merely as temporary relief for evil conditions which would
always exist and about which nothing fundamental could be done.

With the establishment of the modern foundation a much greater

concept came into being. The aim is no longer merely to treat symp-

toms and temporarily to alleviate distress, but rather to eradicate the

causes of suffering. Nor is the modern foundation content to concern
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itself only with man's obvious physical needs; it seeks rather to help

man achieve his entire well-being— to satisfy his mental, emotional,

and spiritual needs as well as his physical wants. It addresses itself

to the whole man and to the well-being of all mankind.

A foundation is, by its nature, especially well equipped for this

task. It has no stockholders and no constituents. It represents no
private, political, or religious interests. Most foundations may, if they

deem it wise, expend their total resources within any period they

wish. This freedom from entanglements, pressures, restrictive legisla-

tion, and private interest endows a foundation with an inherent

freedom of action possessed by few other organizations.

Further, a great foundation possesses an extraordinary stature in

the public mind. By law, as well as by its charter, it is dedicated to

human welfare. Its responsibility is to the public as a whole. In

political and social issues it cannot be partisan. This very nonpar-

tisanship and objectivity gives to the foundation a great positive

force, and enables it to play a unique and effective role in the

difficult and sometimes controversial task of helping to realize

democracy's goals. 1

TYPES OF FOUNDATIONS
Foundations may be grouped in six main classes. Separation is

not sharp; a particular foundation may change in character and

program through the years, and at a given period exhibit char-

acteristics of several of the types. The division into the following

six classes is made chiefly for purposes of description.

1 . General research foundations

2. Special purpose foundations

3. Family or personal foundations

4. Corporation foundations

5. Community trusts

6. Governmental foundations

General Research Foundations

This classification includes nearly all the larger, well-known

foundations. They operate under broad charters. They support

the research projects in health, welfare, and education which

characterize foundation work in the public mind.
1 Report of the Study for the Ford Foundation on Policy and Program. Ford Foundation,

Detroit, 1949, pp. 22-23.
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This study has sought detailed information from 77 larger

foundations listed on pages 108-109. Four of these are community

trusts; a number fall in the "family" and "special purpose"

classifications; all the rest are in the general research category.

These include such famous names as The Rockefeller Founda-

tion, Ford Foundation, Carnegie Corporation of New York,

Commonwealth Fund, and many others.

All those named have large endowments, but programs of

national significance can be undertaken by efficient management

of smaller sums, and many smaller foundations properly fall

within this category of general research. Characteristics include a

board of trustees (directors, or managers) of broad interests; a

trained professional staff to serve as the "eyes" of the foundation,

seeking out promising new ventures, evaluating projects offered,

handling details of grants—or actual operations, if the foundation

is of the operating type—and following through and reporting

back on results, so that future program may build on past experi-

ence; and in both board and staff, unquenchable curiosity and

the courage to support difficult and often unpopular enterprises.

Many research foundations with present broad programs com-

menced as the channels for the personal giving of their donors.

The beginnings of the Carnegie Corporation of New York are

thus described:

While Mr. Carnegie lived, the Corporation was not unjustly re-

garded as being little else than an incorporated extension of his own
individuality.

The composition of the Corporation's Board of Trustees lent color

to this description. Two were men who had served Mr. Carnegie

for manyyears as secretaries or personal assistants. Mr. Carnegie had
the charter assure life trusteeships for these two. Five more trustee-

ships were assigned for the time being to the presidents of five founda-

tions which Mr. Carnegie had already endowed and on each of

whose several boards he sat as a trustee. . . .

A board thus constituted must naturally have inclined to adhere

closely to preferences and interests which Mr. Carnegie's veteran

assistants and the presidents of the five earlier foundations impressed

upon its deliberations. But the founder of the Corporation had made
it clear that he wanted it to move forward with the changing times

and to seek new outlets for philanthropic expenditure without allow-
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ing itself to become foot-tied to the past. The trustees evidently

understood his wish, for at the meeting at which Keppel was elected,

on December 22, 1922, they amended the charter to create seven

additional trusteeships and to provide that the Board should fill

them by electing trustees for five-year terms. 1

Although the foundations that can now be classified as "gen-

eral research'
5 probably do not exceed 150 in number, they con-

trol more than half the assets of all foundations, and are the ones

most in the public eye. To a large degree they are the leaders

and standard-setters for the foundation movement.

Special Purpose Foundations

The special purpose foundation was the earliest and is the most

widespread of all the types. These are created, many of them by

will or trust instrument rather than incorporation, to serve a

charitable purpose closely detailed, usually in the charter or at

least in a letter of gift. They began in earliest history. The
Pharaohs, more than a thousand years before Christ, set up
perpetuities for specific religious observances. Xenophon estab-

lished a "foundation" in Scillus dedicating land and building a

temple to Artemis, and providing for an annual festival at which

all citizens and neighbors, men and women, should receive

"barley meal and loaves of bread, wine and sweetmeats, and a

portion of the sacrificial victims from the sacred herd as well as

victims taken in the chase." Plato, before his death in 347 B.C.,

directed that the natural income of his fields should be used for

the perpetual support of the Academy, which survived nearly 900

years, being finally suppressed by the Christian EmperorJustinian
in a.d. 529 for teaching "pagan" doctrines.

A recent report of Lord Nathan's committee in Britain stated

that there were in that country some 110,000 charitable trusts

ranging "from village funds disposing of a few shillings annually

up to the great national trusts whose endowments run into mil-

lions of pounds." 2 Most of these are special purpose perpetuities.

1 "President of the Carnegie Corporation" by Henry James in Appreciations of
Frederick Paul Keppel. Columbia University Press, New York, 1951, pp. 49-50.

2 Report of the Committee on the Law and Practice relating to Charitable Trusts. Cmd.
8710. Her Majesty's Stationery Office, London, 1952, p. 13.
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For example, the Worshipful Company of Farriers fund, estab-

lished "in 1356 or earlier," awards gold, silver, and bronze

medals in horseshoeing contests at county agricultural shows. 1

The Drincqbier Fund gives out half-sovereigns to deserving poor

men and women on New Year's Day. 1 One British foundation

was created to propagate the writings ofJoanna Southcote, who
founded a religious faith based on the belief that she was to give

birth to the Messiah; she died childless.

The fund set up by Sir John Port in Etwall Parish may serve

as a classic example of good intentions gone awry. 2 Sir John, dying

in 1556, set up a perpetual fund to maintain a school and alms-

house, Etwall Hospital, which should care for the six poorest of

the parish. He probably supposed that he had solved for all time

the problem of local poverty in this small parish, and not only

the poor but all residents of Etwall would forever bless his name
for relieving them of the care and costs of poor relief. What hap-

pened? Three hundred years later his fund had grown so that

income was about £3,000 a year, a very substantial sum. But

poor rates in Etwall Parish were much higher than in neighbor-

ing parishes, apparently because the fame of his gift brought

shiftless persons crowding into Etwall hoping to take advantage

of it. Changes in the scheme had to be made in 1874, 1908,

and 1923, expanding the number of beneficiaries and the area

served.

American foundations and charitable trusts measure their

history in years or decades, not in centuries; most of them have

not yet stood time's severer tests. But special purpose funds for

strange and sometimes outmoded charities are not lacking. An
Emma A. Robinson Horses' Christmas Dinner Trust Fund is

reported in Olathe, Kansas. The Henry G. Freeman, Jr., Pin

Money Fund, still tied up in a life estate, would supply an annuity

of about Si 2,000 to the wives of presidents of the United States

1 Listed in Keeling, Guy W., Trusts and Foundations. Bowes and Bowes, Cambridge
(England), 1953.

2 Hobhouse, Sir Arthur, The Dead Hand: Addresses on the Subject of Endow-
ments and Settlement of Property. Ghatto and Windus, London, 1880, pp. 63-65.
Later developments from Beveridge, Lord, Voluntary Action. Macmillan Co., New
York, 1948, pp. 360-361.
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"as long as this glorious government lasts." The Samuel G. Davis

Fund established in Mashpee, Massachusetts, in 1930 to reward

Mashpee students for "good, kind manners" was petitioning the

courts in 1938 for permission to use the income for school con-

struction since the town officials "can't find enough mannerly

boys to reward."

The most famous example of an outmoded fund is the so-called

"covered wagon" fund established in St. Louis by Bryan Mullan-

phy in 1851 "to furnish relief to all poor emigrants and travelers

coming to St. Louis on their way, bona fide, to settle in the

West." But it is less well known that when this fund ran out of

emigrant customers it was finally transferred by the courts by

cy pres proceedings to the general purposes of travelers' aid in

St. Louis and was an important factor in initiating what is now
a nationwide chain of societies under the National Travelers Aid

Association.

It needs to be said that many restricted funds are presently

managed efficiently and serving useful ends. The danger does not

lie in concentrating program on particular needs or projects,

which is also the policy of the general research foundations, but

in rigid restrictions freezing that concentration for a long period,

or perpetually.

Education has been a particular favorite among donors specify-

ing purpose. Where the whole field of education has been em-

braced, little or no danger of obsolescence exists, and the founda-

tion may develop a broad program, as did Rockefeller's General

Education Board. But frequently funds are limited to scholarships

or student loans, often with still other qualifications. For example,

the LaVerne Noyes Scholarship Fund was set up in 191 9 to

express the donor's "gratitude to, and in a slight degree to

reward, those who ventured the supreme sacrifice of life for this

country and for mankind" in World War I. Since veterans of

that war no longer need scholarships, its funds are available to

descendants of those who served in the army or navy of the

United States in that war. Other funds are limited to a particular

college, or specialty, or to persons bearing a particular name, or

are loan funds set up under conditions which may now be unac-
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ceptable. A separate chapter discusses scholarship funds and their

problems in detail. 1

Most special purpose funds are small, but a few have large

endowments. The Edward Drummond Libbey Trust has an en-

dowment of nearly $16 million; all its net income is paid to the

Toledo, Ohio, Museum of Art by terms of the will. The Juilliard

Musical Foundation devotes income from funds currently worth

more than $ 1 6 million primarily to the support of the Juilliard

School of Music in New York City; but this foundation may spend

its income broadly in the field of music, and thereby escapes the

dangers of narrow limitation.

Family or Personal Foundations

Typically, family foundations are set up by a living person or

persons rather than by bequest. The same high tax rates in the

upper brackets which now tend to prevent large accumulations of

wealth have encouraged, through the provisions for charitable

deductions, annual contributions to family foundations. Gen-

erally they are initially small, and may have no administrative

organization or headquarters other than the office of the donor

or of a law firm.

Such foundations have many legitimate and useful purposes.

They may serve as a buffer between the giver and the numerous

appeals directed to him, permitting time for investigation and

planned giving. They may help to level the rate of ordinary giving

as between years of high and low income, or they may serve as a

reservoir for the accumulation of substantial funds needed for a

major project.

Many family foundations serve simply as the channel for the

current giving of the living founder. Their programs differ little

from the giving of wealthy men and women who have not incor-

porated their charity. Their beneficiaries probably include the

local community chest, hospitals, a few national drives, the

donor's college, possibly his church (such giving is more often

done personally), and perhaps one or several pet projects. Such
funds usually discourage publicity and directory listings, not

1 See pp. 231-256.
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wishing to be flooded with general appeals. As they grow in

experience and perhaps in resources, their patterns of giving may
change and broaden.

The secrecy which shrouded the operations and even the

existence of many of these foundations, and several examples of

undoubted abuse, have cast some shadow upon them, and upon

foundations in general. During and just after World War II some

such foundations were organized primarily to take advantage of

loopholes in the tax laws, and had little or no program for social

betterment. The Revenue Act of 1 950, however, required public

reporting, spelled out certain "prohibited transactions" which

would result in loss of tax exemption, forbade "unreasonable"

accumulations by exempt organizations, and by these and other

provisions halted the most severe abuses. Intended and legitimate

tax advantages remain, and are later discussed.

Most family foundations are small, and will probably continue

so. Where substantial assets are not in sight, spending from

capital, with relatively speedy liquidation, is more desirable than

the setting up of many small independent perpetuities with too

little income for significant work in any year. Moreover, the

small foundation that does effective work under the direction and

drive of the donor may lose its force when he is gone and his

dream grown dim. Exact limits cannot be set, but a foundation

with an income of less than $100,000 a year can scarcely afford

the office machinery or continuously attract capable trustees

(who usually serve without pay) to spend its money wisely.

Smaller funds should be limited in time, or should unite with

some larger unit for administration under one of the plans later

suggested.

Foundations of the family type, beginning with limited pur-

poses and perhaps small funds, sometimes have grown into the

general research class. The example of the Carnegie Foundation's

shift in program has been cited. The Ford Foundation, largest of

them all, began with many of the characteristics of a family

foundation, according to Henry Ford II:

The first phase covers roughly the twelve years from 1936 to 1948.

During this time our operations were limited in character. The
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foundation during those years was never in a position to spend in any-

one year much more than about $1,000,000. Approximately 50 per

cent of the grants during those years were made to educational and
charitable institutions which had been established some years before

by my grandfather and my father ... a natural thing to have done
because certainly the foundation was formed, in part, to provide a

convenient means for carrying on the many obligations of the Ford
family to education, charity, and scientific progress. . . . During
most of the first phase of the foundation's history, the trustees were

all associated with the Ford family and company in some way or

another. . . .

[But when new, vast funds were in prospect] we thought that the

amount of funds that would be available in this public instrument

was of such magnitude that it would hardly be right for one family

to have the decision as to the distribution, in how they should be

spent for educational, charitable, and scientific purposes. ... In

choosing new trustees, the trustees of our foundation have sought out

men with wide experience in their respective fields, and with the

demonstrated interest in philanthropic activity and with the willing-

ness to devote the great amount of time that is needed to keep

abreast of the varied activities of the foundation. We intend to

expand the Board still further in the future. We also hope to make
the foundation ever more responsive to the public purposes for

which it was created. 1

The Rockefeller Brothers Fund is an example of a foundation

that has grown large, but intentionally retains some of the giving

characteristics of a family foundation. It was established in 1940

by the five Rockefeller brothers, David, John, Laurance, Nelson,

and Winthrop, primarily to simplify the investigation and hand-

ling of appeals and coordinate their "citizenship" giving to local,

national, and international social service agencies which depend

upon the general public for their operating and capital needs. It

became interested in certain larger and more individualistic pro-

grams, including the broad fields of human relations, interna-

tional relations, and development ofhuman and natural resources.

To assist in expansion of the Fund's programJohn D. Rockefeller,

Jr., donated $58 million to the corpus in the period 1 951-1953.

The Fund added two nonfamily trustees and entered upon its

1 Hearings Before the Select (Cox) Committee, Testimony of Henry Ford II, pp. 219-
221.
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new broad program, but continues to receive annual contribu-

tions from the five brothers and to dispense part of its funds in

accordance with the earlier concept. 1

It has been widely believed that in the future few or no large

foundations could arise. Alfred P. Sloan, Jr., expressed this

opinion recently:

With the impact of the high income taxes and with our present

standard of living, I do not see the possibilities of creating these large

fortunes which have been the basis of the present foundations. . . .

Looking at the long-term future, we cannot, in my judgment, expect

an expansion of foundation funds ... to equal the demand for the

type of thing that foundations only can provide. Now, we have

either got to look to business or we have got to look to the govern-

ment. There are no other sources. I often refer to myself as sort of a

generation that might be likened to "the last of the Mohicans," if

you know what I mean. 2

This assumption may prove invalid for reasons discussed in the

concluding chapter. 3 In the family foundations of today and

those still to be created lie possibilities for further large future

foundations.

Corporation Foundations

A wave of foundations of a new type has sprung up in the past

half-dozen years. These are corporation foundations, "company"
foundations, trusts, or funds—under any title, tax-exempt, non-

profit legal entities separate from the parent company but with

trustee boards consisting wholly or principally of corporation

officers and directors, and their purpose, facilitating corporation

giving. Their full number is not known, but from a sampling

study published in 1952 it was estimated that they might then

number some 1,500/ and the total is probably greater today.

1 Rockefeller Brothers Fund: A Three-year Report. The Fund, New York, 1 954.
2 Hearings, pp. 456-457, 466.
3 See pp. 334-338.
4 Andrews, F. Emerson, Corporation Giving. Russell Sage Foundation, New York,

1952, p. 1 01. This book includes a special chapter on Corporation Foundations.

See also Company-Sponsored Foundations. Studies in Business Policy, No. 73. Na-
tional Industrial Conference Board, New York, 1955.
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Though early examples of corporation foundations exist, they

rose in great numbers only recently. Business corporations have

been allowed tax deduction on charitable gifts up to 5 per cent of

net income since 1 936, but such giving was not heavy until 1 945,

when it reached $266 million under the combined persuasions of

wartime appeals, an excess-profits tax, and a rising sense of com-

munity responsibility on the part of business leaders. It was still

later, with an apparent peak in 1952 and 1953, when corpora-

tions began in large numbers to organize foundations as the

channel for this giving.

Corporation foundations differ in important respects from

other types. Unlike the great research foundations (but like many
family foundations) they seldom have a substantial corpus, but

are more nearly channels for current giving, with just enough

reserves to level out the years of low income. However broad

their charters, their programs seldom aim at "the welfare of man-
kind," but only the portion of that welfare that benefits the

corporation, its employees, its stockholders, or its business rela-

tionships. Legal restrictions on corporation giving have relaxed in

recent years, but it may still be necessary under some corporate

laws to show a constructive relation between the gift and the

interests of the corporation.

In closely held corporations, contributions may come from

both the company and from officers and chief stockholders. The
Rich Foundation in Atlanta received a small endowment from

members of the Rich family but its operating income is mainly

from profits of the department store of that name. However, not

all giving is done through the Foundation:

The Foundation was organized mainly to differentiate between

the constant, recurring calls upon the store and long-range develop-

ment programs. The store, in the main, still carries these recurring

calls from the community and the Foundation gifts thus far have

been mainly in the direction of education and health programs. 1

The Bulova Watch Company Foundation, supported from con-

tributions of the Company and some of its chief officers, built and

1 Andrews, F. Emerson, Corporation Giving, p. no.
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maintains the Joseph Bulova School of Watchmaking in Wood-
side, Long Island, giving to disabled war veterans free training

as watch repairers. In the case of the Henry L. Doherty Educa-

tional Foundation, devoted to a scholarship program, Cities

Service Company and its employees are the contributors on an

approximately matching basis. The Nutrition Foundation, de-

voted to basic research and education in the science of nutrition,

represents still another variation. It has received support from

about 90 food manufacturers, related companies, and a few indi-

viduals; its board includes both food industry executives and

representatives of the public.

Corporation foundations offer substantial administrative ad-

vantages. Requests for contributions are channeled to the foun-

dation, relieving business executives of the chores of acknowledg-

ing and handling, and reducing the "heat" put upon them by

personal solicitors. Such requests can be effectively checked in an

office set up for that purpose, under an executive who devotes

much or all of his time to such tasks. Budgeting is a simpler

matter when all recurring drives and most emergency causes can

be provided for with one annual appropriation and it is not

necessary that this appropriation be wholly used within a single

calendar year.

This flexibility in timing has further uses. Many corporations

do not know until nearly the close of their fiscal year what their

profit position will be, or—in these years of retroactive tax legisla-

tion—what tax rates will apply. For the many companies whose

giving is affected by their profit position, amounts cannot be

finally determined until profits are known near the end of the

year, and then there may not be time for wise philanthropic

choices and needed investigation. But if a company foundation

exists, the total amount can be turned over to it in one lump sum
for more leisurely final disbursement. Moreover, these contrib-

uted funds can be accumulated toward a major expenditure, if a

desired program so requires.

Corporation foundations, if they are given imaginative direc-

tion and freedom to experiment, may become pioneers and path-

finders in corporate giving, finding ways of applying corporate
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gifts that will bring increased credit to business and larger bene-

fits to communities.

Community Trusts

Community trusts1 are a special class of foundations concerned

with problems of social welfare but acting under community con-

trol in a sense seldom found in the usual philanthropic endow-

ment. Most such trusts are organized within a single city, a few

bear the name of a county, and several are statewide. Their funds

may often be used more widely than their names would suggest;

some are applied even to international purposes.

These trusts admit separate, named funds, designated for spe-

cific purposes. Many of them have also "composite" or "com-

bined" funds for the handling of smaller sums. In practically all

such trusts, capital gifts or bequests are received and administered

as to principal through the trust departments of qualified local

banks and trust companies. The income is distributed, together

with such portions of the principal as may be authorized in any

trust, under supervision and control of a distribution committee

of citizens selected for representative character and knowledge of

charitable affairs. An important provision is the reservation of

power to the distribution committee to transfer to other purposes

any funds which can no longer be effectively used for the ends

originally designated, thereby avoiding the dangers of rigid

perpetuities.

The first such community trust was the Cleveland Foundation

established in January, 191 4, by Frederick H. GofT, who believed

"that better results and greater efficiency could be secured if the

management and control of the property dedicated to charitable

use in each community could be centralized in one or at most a

few governing bodies."

The idea of the community trust was accepted enthusiastically,

especially by officers of trust companies, and organizations were

set up at the initiative of banks in many towns and cities. Some

1 A few operate under corporate charters rather than trust agreements, and are

properly "community foundations." The trust form is characteristic of the field,

however, and will be used in this discussion.
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have never attracted any funds, and exist only as paper organiza-

tions. Some control only negligible amounts, and their future is

uncertain. Growth has been steady, however, though not spec-

tacular, as indicated in Table 5.

TABLE 5. AGGREGATE CAPITAL ASSETS AND DISBURSE-
MENTS OF COMMUNITY TRUSTS FOR SE-

LECTED YEARS, 1921 TO 1954

Dollar figures in thousands

Year
Capital
assets

Disbursements
Disbursements
as per cent
of assets

1921

1924
1927
I930

1933
1936
1939
1942

1945
1948
I95 1

1954

% 7,000
12,000
16,000

35,390
39,250

46,329
51,804
56,036
75,092
91,402

1 10,091

138,292

$ 375
400
600
94i

1,026

1,109

1,278

1,725
2,022

3,362
5,004

9,507

5-4

3-3

3-7
2.7

2.6

2.4

2-5
3- i

2-7

3
k

Sources: Data on capital assets and disbursements for 1 921-1927
from Community Trusts in the United States and Canada, American Bankers
Association, New York, 1931, p. 31; data for 1 930-1 951 from The First

Ten Million: Report for 1941, New York Community Trust, and later

releases of this Trust; data for 1954 from National Committee on
Community Foundations.

Chart 2 shows the location of the 98 community trusts in the

United States recently reported as having active capital by the

National Committee on Community Foundations. As the map
indicates, most of these trusts are concentrated in the East, usually

in the larger cities. A few have appeared on the West Coast, but

the device has taken little root in the Mountain or Prairie States.

The renewed efforts of recent years toward expansion of this

useful channel for capital gifts and bequests have already resulted

in substantial growth, and a large field for future development

lies open. Table 14
1

lists four community trusts which already

have endowments exceeding $10 million, with annual disburse-

ments equivalent to those of the larger foundations.

1 See pp. 108-109.
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Policies of distribution committees differ, but the funds of local

foundations of the community trust type go more largely to

specific local charities and for relieving individual need than to

broad social research, as might be expected from their local

character and the expressed wishes of many of the donors. How-
ever, research does enter into many programs. The Cleveland

Foundation in its early years financed the extensive Cleveland

Surveys in the fields of education, recreation, and crime; the New
York Community Trust administers several funds in such general

fields as agricultural research and international scholarships.

CHART 2. GEOGRAPHICAL DISTRIBUTION OF COMMUNITY TRUSTS
IN THE UNITED STATES

Trustee selection, finances, and distribution problems, in all of

which community trusts show significant differences from other

foundations, are discussed in the appropriate later chapters. 1 A
sample resolution and declaration of trust (for the Mount Vernon,

Ohio, Community Trust) appears in Appendix E. 2

Governmental Foundations

At various times proposals have been made to set up founda-

tions controlled by the United States government and financed

by taxation. Science, education, and the arts have been areas

1 See pp. 65-66; 1
1
3-1 14; 127-128.

2 See pp. 429-432.
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favored for such enterprises. A typical bill was the proposed

United States Arts Foundation Act, which included this Declara-

tion of Policy:

Sec. 2. The Congress find that a large and progressively increasing

proportion of the people are deprived of the opportunity to view and
enjoy living theatrical performances, musical concerts, dance and
ballet recitals, hereafter referred to collectively as the performing

arts; that the general welfare will be promoted by providing na-

tional recognition of the status of the theater and other performing

arts as a cherished and valued part of the Nation's cultural resources

since colonial days, and as a valued means for the building of morale

among the civilian components engaged in production and among
the Armed Forces mobilized during the present national emergency,

and for the promotion of education, national culture, recreation,

aesthetic appreciation, skill in the arts and beneficial utilization of

leisure time; that it is desirable to establish a United States Arts

Foundation to provide such recognition and also to consider how the

presentation to and appreciation by the people of theatrical and
other performing arts and productions may best be stimulated, . . .

and to take steps appropriate to stimulate such increased and more
widespread presentation. 1

With one exception, bills of this nature have failed to pass,

possibly because private foundations and other agencies are al-

ready functioning in the areas proposed and a considerable op-

position exists to further governmental expansion in the United

States.

The exception is the National Science Foundation, established

in May, 1950, after several years of sharp debate. Much of this

debate hinged upon whether the social sciences, with their explo-

sive issues, should be included. The Act as passed authorizes and

directs the Foundation "to initiate and support basic scientific

research in the mathematical, physical, medical, biological,

engineering, and other sciences," 2 leaving the social sciences un-

mentioned but capable of inclusion under "other sciences." The
program to date has concentrated on the physical and biological

sciences.

1 H.R. 5330, pp. 1-2. Introduced May, 1953, 83d Congress, 1st Session.

2 National Science Foundation Act of 1950, sec. 3.
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Instead of the $122 million annually as originally proposed for

this Foundation by Vannevar Bush in 1945, the bill as passed

limited annual appropriation to a maximum of $ 1 5 million, and

the actual appropriation for fiscal year 1951 was only $225,000,

with $3.5 million for 1952. But for fiscal 1954 the appropriation

was raised to $8 million, and the original Act was amended to

remove the Si 5 million ceiling. The 1956 appropriation was $16

million. This Foundation now has a budget (but no corpus)

greater than any but the two largest private foundations. The
bottleneck in basic research is now declared to be "lack of men
and women who have the capacity, the interest and the willing-

ness to pursue science."

The Board of the Foundation recognizes the peculiar situation of

this tax-supported organization. Its chairman has recentlydeclared

:

The National Science Foundation Act of 1950 authorizes and
directs the Foundation "to develop and encourage the pursuit of a

national policy for the promotion of basic research and education in

the sciences." Except for certain specified operating functions, the

Foundation is essentially an authoritative advisory body, potentially

capable of securing factual knowledge and advisory opinion, that

makes its advice authentic but not determinative. Whom does it

advise? Obviously, the President and the Congress; but also,

through publication and consultation, other agencies and institu-

tions, public and private, and individuals. The point to these ob-

servations is that the Foundation can neither police nor direct activi-

ties of other agencies, of academic institutions, of industrial research,

or of individual scientists.

The Board believes it important to emphasize this view, because

there is, on one hand, a natural tendency to utilize the Foundation

for secondary purposes and immediate administrative convenience

and, on the other, a fear that the interposition of government in

science will lead to attempts to dominate science and thus to destroy

it. The Board is aware of these dangers. It believes that its major

function is to operate so as to minimize both dangers. But we realize

that a new era has come when the interest of governments and of

societies in the development of science is great and the need exists

for large financial support to scientific research and for the develop-

ment of adequate numbers of scientists. 1

1 "Foreword" by Chester I. Barnard in Third Annual Report of the National Science

Foundation, for Year Ending June 30, 1953. Government Printing Office, Washing-
ton, 1953, p. vii.
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The nature and relative emphases of the present program are

indicated by the 1955 obligations shown in Table 6.

TABLE 6. NATIONAL SCIENCE FOUNDATION OBLIGA-
TIONS FOR FISCAL YEAR 1955

Dollar figures in thousands

Total $12,511

National science policy studies 915
Grants for support of research 8,021
Grants for training of scientific manpower 2,312
Review of research and training programs 465
Scientific information exchange 402
Executive direction and management 396

Source: National Science Foundation.

The Foundation has recently been charged with an attempt to

discover total expenditures in the United States for scientific

research, basic and applied, and by the chief divisions of science.

Foundation contributions in this field, detailed in Chapter 10,

were compiled by Russell Sage Foundation in cooperation with

the National Science Foundation as a portion of this project.



CHAPTER 2

Setting Up a Foundation

V V HEN A DECISION has been reached to

set up a foundation, certain choices must be made. Some of these

involve value judgments as to purposes and policy; others, mat-

ters of procedure; and still others, legal form, tax exemption, and

precise statutory requirements. This chapter undertakes a brief

summary of the choices available, some record of past experience,

and an outline of pertinent legislative requirements. It does not

attempt to cover all the intricacies of the law, subject to wide

variation in the several states. The intending founder should have

skilled legal advice, tailored to his needs and local jurisdiction.

The Donor

Foundations may be set up by an individual, a family, a cor-

poration, an association, or any combination of these. In the

community trust type of foundation the moving spirit is usually a

bank or a group of banks. In addition, most general foundations

are permitted by charter to receive further contributions from

any source, not only from the original donor.

Historically, the early pattern was for a wealthy individual to

set up a foundation, often bearing his own name, with a sub-

stantial original endowment, to which he might make later con-

tributions during his life or by his will. The example of Andrew
Carnegie is illustrative.

Mr. Carnegie was born in Scotland, but came to America as an

immigrant at the age of nine. By the time he was thirty-three and

38
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was receiving an income of $50,000 a year he made a memoran-

dum, found after his death, in which he pledged himself to devote

his annual surplus wealth to benevolent purposes. 1 He continued

to acquire that surplus wealth at an amazing rate, until 1901,

when he sold the Carnegie Company to the newly formed United

States Steel Corporation for approximately half a billion dollars.

Somewhat earlier he had expressed what came to be known as his

"gospel of wealth." 2 "The millionaire," he said, "will be but a

trustee for the poor, intrusted for a season with a great part of the

increased wealth of the community, but administering it for the

community far better than it could or would have done for

itself. . . . The man who dies thus rich dies disgraced." He had

no intention of falling into the old error of distributing his wealth

to relieve individual need, unrelated to any plan for helping the

individual to better himself. "The best means," he said, "of bene-

fiting the community is to place within its reach the ladders upon

which the aspiring can rise." 3

Mr. Carnegie began with a program of personal giving, much
of it in the form of library buildings, conditioned on the com-

munity providing the site and guaranteeing an annual mainte-

nance fund of not less than 1 o per cent of the building costs. 4 But

such "retail" giving was not enough; to handle larger sums and

unified programs he began setting up a series of endowments,

which finally numbered six in the United States as well as several

in the British Isles. In 1 896 came the Carnegie Institute of Pitts-

burgh, which comprises a museum of arts, a museum of natural

history, a music hall, and a distinguished engineering school, the

Carnegie Institute of Technology. In 1902 he established the

Carnegie Institution of Washington, for scientific research. Third

came the Carnegie Hero Fund Commission in 1904. The next

1 Hendrick, Burton J., The Life of Andrew Carnegie. Doubleday, Doran and Co.,
New York, 1932, vol. 1, p. 147.

2 Published as a separate paper in 1 889 in North American Review under the title

"Wealth." Later published as The Gospel of Wealth, and Other Timely Essays. Century
Co., New York, 1900.

3 Ibid., pp. 18-19.
4 By the time of his death in 191 9, the total was 2,81 1 library buildings at a cost

of $60,364,809. A Manual of the Public Benefactions of Andrew Carnegie, Carnegie En-
dowment for International Peace, Washington, 191 9, pp. 297, 311.
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year he established the Carnegie Foundation for the Advance-

ment of Teaching, primarily as a pension fund for college teach-

ers. The fifth was the Carnegie Endowment for International

Peace, set up in 1910 to "hasten the abolition of international

war."

These five endowments were each directed toward particular

and definite needs which impressed the donor at the time. To
each he gave a substantial initial endowment (in three cases

Si 0,000,000) usually with later additions. But even such whole-

sale giving was not enough. In 191 1 Mr. Carnegie established the

Carnegie Corporation of New York with an original endowment
of Si 25 million, and this time for broad purposes. It was the

incorporation of Mr. Carnegie as philanthropist.

A few wealthy donors had set up foundations before Andrew
Carnegie; many followed him. 1 The Pittsburgh steelmaker turned

philanthropist was a dramatic figure on the world stage, and he

had the ear of the wealthy men of his time. John D. Rockefeller's

first foundation, the General Education Board, was chartered in

1903, with Mr. Carnegie an active trustee. Other incorporations,

too numerous to be mentioned here, followed rapidly.

As foundations began to prove their worth as channels for

effective giving, the donor pattern broadened. Persons with

smaller sums to contribute began to think in terms of foundations,

some of them setting up individual endowments which were often

too small for continuing efficient operation, others going into the

newly invented community trusts, others establishing foundations

built up by joint contributions from family members and perhaps

a closely held business corporation. Business firms themselves

began to set up foundations, particularly in the high tax years of

World War II and afterwards. Trade associations, fund-collecting

organizations, even charity racketeers borrowed the prestigeful

name and announced "foundations," though in several of these

groups the founder obviously intended to be beneficiary rather

than donor.

1 For historical notes on foundations see Hollis, Ernest V., "Evolution of the

Philanthropic Foundation," Educational Record, October, 1939; Harrison, Shelby M.,
and F. Emerson Andrews, American Foundationsfor Social Welfare, Russell Sage Foun-
dation, New York, 1946, pp. 11-24.
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Concerning Motives

Because the mushroom growth of foundations in the past

decade has in many instances been stimulated by tax considera-

tions, some commentators have concluded that the philanthropic

foundation is primarily a shrewd business device by which many
taxes can be avoided, estates kept liquid, or business control re-

tained in desired hands, with some general good to justify these

financial benefits. Undoubtedly, some foundations have been set

up for selfish advantage, and in a few cases represent outright

fraud. But to impute such motives to donors generally is to

misread history.

Except for a brief experiment during the Civil War, personal

income taxes were not levied in this country until 191 3, and then

at the modest rate of 1 per cent on income exceeding $20,000,

with a maximum of 6 per cent. Moreover, charitable contribu-

tions were not allowed as deductions until 191 7, so that donors to

the older foundations, which include many of the large ones, had

no possibility of personal tax savings.

Motives undoubtedly varied, and they are not easy to assign

with assurance. We can seldom know all the complex factors that

move another person to action, and he himself, with every inten-

tion of honesty, may be mistaken in their interpretation. Simple

human charity animated some. Others may have had one eye on

personal credit, in this world or in the next. A few founders may
have been willing to thwart hopeful or aggressive relatives, or to

avoid taxes.

During the congressional hearings of 1952 Henry Ford II was

asked to comment on the allegation that "the whole scheme and

plan of the Ford Foundation was a method whereby the Ford

family could retain control of the Ford Motor Company." Mr.

Ford replied:

. . . My family had undertaken certain obligations, as I have
just described, in the hospital and in the Edison Institute, that they

felt they were obligated to keep up, and they were not sure just how
that could be accomplished if the country were going to stay in the

condition that it found itself in 1933 and 1934.
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I think that was one of the reasons they wanted to start this

foundation; in other words, to carry on their obligations to charity,

as they saw them.

Certainly, there may have been some other reasons, and far be it

from me to say that some may not have been to get this stock in

one's hands, that may be with the possibility that they could still

maintain a certain relationship between their stock and the opera-

tions of the company. 1

Foundations have been used as tax-exempt reservoirs for the

rapid accumulation of working capital for business, until the

Revenue Act of 1950 made such accumulations grounds for

removal of tax exemption. Various business services pointed out

the value of family and corporation foundations for accumulating

funds in years of high taxation for eventual charitable use, show-

ing how an appreciated asset could be given to such a foundation

with an actual increase in spendable income for the donor. 2

But no one who has examined closely the beginnings of the

more important foundations is likely to escape one conclusion:

most of their founders were seized by a social vision which stirred

them deeply, and which was in many instances a modern expres-

sion of religious feeling. The first meeting of Russell Sage Founda-

tion has been described in these words:

On April 19, 1907, the incorporators met in the home of Mrs.

Sage, a "brownstone front" opposite St. Patrick's Cathedral, about

on the spot where the great bronze Atlas now stands in Rockefeller

Center. Mrs. Sage opened the meeting with a prayer "which brought

tears to the eyes of all present" and "presided with characteristic

dignity." The motto she selected for the Foundation, which is in-

scribed on the corporation seal, was "Inasmuch as ye have done it

unto one of the least of these my brethren, ye have done it unto me."

... "I am nearly eighty years old," said Mrs. Sage at the close

of the meeting, "and I feel as if I were just beginning to live." Her
associates were hardly less affected. Although they had had long

experience in large enterprises for the social welfare, this new venture

opened before them a vista of unimagined possibilities.
3

1 Hearings Before the Select (Cox) Committee to Investigate Tax-Exempt Foundations and
Comparable Organizations. U.S. House, 82d Congress, 2d Session. Government Print-

ing Office, Washington, 1953, p. 222.

2 See also Company-Sponsored Foundations. Studies in Business Policy, No. 73. Na-
tional Industrial Conference Board, New York, 1955.

3 Glenn, John M., Lilian Brandt, and F. Emerson Andrews, Russell Sage Founda-

tion, 190J-1946. Russell Sage Foundation, New York, 1947, pp. 17, 20.
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Forms of Organization

Some of the earliest private foundations were set up by special

acts of Congress. A unique example is the Smithsonian Institu-

tion, established by act of Congress in 1 846 and in some respects

a ward of the national government. Its basic fund is deposited in

the United States Treasury, at a perpetual interest of 6 per cent

guaranteed. Later and additional endowments are invested in

general securities. It is governed by a board of regents composed

of the Vice-President and the Chief Justice of the United States,

three senators appointed by the president of the Senate, three

members by the speaker of the House, and six citizen-regents

appointed by Congress, two of whom must be residents of the

District of Columbia and the other four residents of four different

states.

Other early foundations operating under acts of Congress in-

clude the General Education Board, a Rockefeller benefaction set

up in 1903; the Carnegie Institution of Washington, incorporated

under District of Columbia laws in 1902 but two years later

incorporated by an act of Congress; and the Carnegie Founda-

tion for the Advancement of Teaching, which was at first incor-

porated in New York State as simply The Carnegie Foundation

in 1 905, but received a broader charter and a revised name under

an act of Congress in 1906. 1

The Rockefeller Foundation took an opposite course. In 191 o

a bill was introduced into the United States Senate to incorporate

The Rockefeller Foundation, practically identical in wording

with the charter of the General Education Board granted by the

Congress seven years before. But a "storm of protest" arose,

various restrictions were proposed, years of delay intervened; and

in 1 91 3 The Rockefeller Foundation was incorporated under the

laws of New York State. 2

In recent years substantially all foundations have originated

through incorporation under the laws of a particular state or as

1 Savage, Howard J., Fruit of an Impulse: Forty-Five Years of the Carnegie Foun-
dation, 1 905-1 950. Harcourt, Brace and Co., New York, 1953, pp. 11, 56-59.

2 Fosdick, Raymond B., The Story of The Rockefeller Foundation. Harper and Bros.,

New York, 1952, pp. 16-20. See also Taylor, Eleanor K., Public Accountability of
Foundations and Charitable Trusts. Russell Sage Foundation, New York, 1953, pp.
51-52.
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unincorporated charitable trusts, under a trust declaration or

resolution, or such device as a will, deed, or indenture. These

procedures are simpler than involvement in federal legislation,

and the present volume of foundation incorporations is far too

great for the Congress to consider handling. The Exempt Organ-

izations Branch of the Internal Revenue Service reported issuing

in 1952 alone some 14,000 exemption-status rulings, though these

covered all "Section 101" organizations, not merely foundations

under ioi(G). 1

Table 7 presents data on the legal structure of those founda-

tions for which this information was obtainable in three surveys,

published in 1946, in 1954, and in 1955. Complete recent records,

particularly for the many small family foundations, are not avail-

able, but from the extensive data of the Rich survey it seems clear

that incorporation is still the pattern for about three-quarters of

all foundations. In a recent study of corporation foundations the

National Industrial Conference Board reported that of 141 cor-

porations cooperating in their study, 85 adopted the corporate

form for their foundations, 56 established charitable trusts.

Each form has special advantages and limitations which need

to be considered.

The Charitable Trust

Charitable trusts are usually easier to organize than incor-

porated foundations. Legal provisions differ somewhat in various

states, 2 but in general trusts may be set up by a simple agreement

between donor and trustee; in an inter vivos trust the provisions

might be known only to the persons immediately concerned, the

lawyer drawing up the instrument, and the taxing authorities.

Statutes governing charitable corporations are subject to change

by the legislature; trust documents are not.

1 Section 101 under the old Internal Revenue Code covered 19 categories of

corporations exempt from taxation; subparagraph (6) covered charitable organiza-

tions, including foundations. For the comparable section in the present Code, Sec-

tion 501(c)(3), see p. 395.
2 New Hampshire and Rhode Island maintain a registry of charitable trusts and

have inspection provisions, but effective supervision is lacking in most jurisdictions.

See Taylor, Public Accountability of Foundations and Charitable Trusts, for a detailed

analysis.
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The trustee may be a single person, an institution (frequently

the trust department of a bank), or a group of persons with or

without an institutional trustee. The trust instrument usually

names the first trustee or trustees, and provides for their suc-

cession. Where both the purposes and duration of a trust are

TABLE 7. LEGAL STRUCTURE OF FOUNDATIONS AS REPORTED IN
THREE SURVEYS

Status

287 foundations

1946
54 large founda-

tions, 1954
2,981 foundations

1955

lNumoer
Per
cent

|\Ti 1 -m mpt' Per
cent

Number Per
cent

Total 287 100 1 00 2 q8i 1 00

Act of Congress 4 1 3 6 b b
Incorporated by states 227 79 37 68 2,262 75
New York 93 32 21 39 97^ 32
Illinois a b i99 6
Maryland a b O 117 4
California a b I 2 116 4
Michigan 10 4 4 7 89 3
New Jersey a b 5S 2
Texas a b 2 4 55 2
Connecticut a b 53 2
Ohio a b 1 2 47

46

2
Pennsylvania a b 1 2 2
Wisconsin a b 43 1

Massachusetts 21 7 1 2 36 1

Missouri a b 26 1

Delaware 13 5 1 2 18 1

Other go 3i 5 9 383 12
Trust agreements 27 10 14 26 674 23
Trust also incorporated b b b b 45 2

Not incorporated; no
further data 29 10 b b b b

a Fewer than 10; detail not available.

b Data not available.

Includes testamentary trusts.

Sources: Harrison and Andrews, American Foundations for Social Welfare, p. 41 ;

Kiger, Operating Principles of the Larger Foundations, pp. 122-125; Rich, American
Foundations and Their Fields, 7th ed., pp. xvii-xviii.

specific and limited, a single institutional trustee is often a simple

and adequate solution. This trustee receives the funds, invests and

safeguards them, takes care of legal requirements including audit

and annual reporting to the Internal Revenue Service and pos-

sibly the state, and disburses the income (together with a portion

of the principal, if so provided) to the named beneficiaries.
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Where purposes are broader, or the trust is a perpetuity so that

even a definite purpose may need alteration with changing condi-

tions, the trustee group is usually expanded. One solution is the

community trust, already described. 1 In this case the donor sets

up his fund in a bank or trust company of his choice to become a

part of the community trust, of which the chosen bank is an insti-

tutional member. Thereafter the distribution committee of the

community trust, as it receives funds from time to time from the

bank, disburses them in accordance with the desires of the donor,

with residual power to change this purpose if it becomes impos-

sible or impracticable. As an example of such an arrangement,

the Resolution and Declaration of Trust of the Mount Vernon

(Ohio) Community Trust is included in Appendix E.

The individual or corporate donor may appoint as his trustees

named persons, or the holders of certain named offices. For

example, the Eugene Higgins Scientific Trust, set up by Mr.

Higgins to advance scientific education and research in natural

and physical science in Columbia, Harvard, Princeton, and Yale

Universities, names as trustee the United States Trust Company
of New York, with distribution of income determined by a Board

of Control composed of "the Presidents or corresponding officers"

of those educational institutions. Sylvania Electric Products, a

Massachusetts corporation, set up The Sylvania Foundation as a

corporation foundation in the form of a trust. It has one corporate

trustee which "shall always be a corporation organized under the

Banking Law of the State of New York or a national banking

association organized under the laws of the United States" and

personal trustees numbering not fewer than five nor more than

eleven who "may but need not be officers or directors of the

Grantor." Trustee vacancies shall be filled "by action of not less

than two-thirds of the Personal Trustees then in office, with the

approval of the Board of Directors of the Grantor." 2

The Louis W. and Maud Hill Family Foundation represents

an extraordinary combination of trust and corporation. The

Foundation is itself a stock corporation, so that it may have the

flexibility of corporate organization in handling property and

1 See pp. 32-34.
2 Trust Agreement Establishing The Sylvania Foundation, Art. IV, sec. 4.1.
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program; but its directors are not self-perpetuating. They are ap-

pointed, and all the stock is held, by the trustees of a trust formed

solely for that purpose. These trustees are in turn appointed by

that court which, under Minnesota law, has the duty of appoint-

ing successor trustees where no other provision is made. This

places final responsibility for this fund directed toward commu-
nity welfare in the hands of officials regularly elected by the com-

munity. The device is too new for appraisal. 1

Combinations of trust and corporation, or a shift from one to

the other, are not uncommon. Table 7 records 45 "trusts also

incorporated" from the Rich survey. The Helen Hay Whitney

Foundation

. . . was organized originally within the framework of a Charita-

ble Trust established in 1 943 under deed of Helen Hay Whitney. As
the activities of the Foundation increased it became increasingly

apparent that this organizational pattern was cumbersome and that

operations could be simplified by separating the Foundation from the

Trust. Accordingly, on January 11, 1951, The Helen Hay Whitney
Foundation (a New York membership corporation) was organized.

To this Foundation were transferred both the financial resources

and the activities of the Charitable Trust. . . .

2

Powers and duties of trustees are discussed in a later chapter,

but it needs to be noted here, in comparing the trust form of

organization with the charitable corporation, that in the trust the

trustee is primarily a fiduciary agent with powers narrowly con-

strued as compared with the wider powers of the foundation

director; the trustee is personally liable as compared with the

foundation director who acts only as a corporate agent; and third

parties may prefer to deal with the corporation, which is respon-

sible for most of the acts of its officers and directors, while they

have no recourse against trust property if a trustee has acted

beyond his powers. In some jurisdictions trusts are not exempt

from local property taxes, while charitable corporations are. 3

1 Information from letter of A. A. Heckman, executive director of Louis W. and
Maud Hill Family Foundation, dated February i o, 1 954.

2 The Helen Hay Whitney Foundation: Second Report, For the Years 1 950-1 954.
New York, p. 4.

3 An extensive discussion of trust vs. corporation is included in Casey, William J.,

J. K. Lasser, and Walter Lord, Tax Planning for Foundations and Charitable Giving,

Business Reports, Roslyn, N. Y., 1953, pp. 39-46.
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Charitable trusts may qualify for exemption from federal taxa-

tion either under Section 501(c)(3) or 642(c) of the Internal

Revenue Code. 1 Tests of what is charitable are those generally

applied, as described later. But careful distinction must be made
between the private trust and the charitable trust. Says George

G. Bogert:

In private trusts the benefits to accrue are pecuniary. The cestuis

receive money or other articles of property, the use of land or goods,

or other financial advantages. The beneficiaries also consist of identi-

fied or identifiable individuals, rather small in number. The transac-

tion is a temporary one in which society has no interest, except that

an owner shall be able to dispose of his property as he likes, within

limits, and that a donee shall be able to enjoy his gift.

In a charitable trust the portion of society to be affected must be

larger and the benefit to be transferred must be of a spiritual, mental,

physical, or allied type. While money or money's worth may go to

certain individuals under the charitable trust, it does not go for the

purpose of mere enrichment, but rather to produce a desirable social

effect. 2

Since giving to "indefinite beneficiaries" is a usual character-

istic of charitable giving, considerable legislation has been pro-

posed, and some recently passed, looking toward state supervision

of charitable trusts. For, as Eleanor K. Taylor points out:

The material self-interest of the beneficiary, which provides the

motive and energy for supervision of the trustee's actions in the case

of the private trust, cannot be counted upon in the case of charitable

gifts, where frequently there is no individual claimant. The rights to

be projected are social rights and government protects them. Super-

vision of the charitable trust is the responsibility of a state official,

usually the attorney general. 3

The Incorporated Foundation

The usual legal framework for foundations in recent years has

been incorporation under the laws of a state or territory. Certain

1 See Appendix B, pp. 395, 407-408.
2 Bogert, George G., The Law of Trusts and Trustees. West Publishing Co., St. Paul,

1953, vol. 2A, sec. 361. See also Restatement of the Law of Trusts. American Law Insti-

tute, St. Paul, 1935, vol. 2, sec. 374.
3 Public Accountability of Foundations and Charitable Trusts, p. 18. See also Scott,

Austin W., The Law of Trusts, Little, Brown and Co., Boston, 1939, vol. 3, sec. 391.
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relative advantages and disadvantages have been pointed out in

the discussion of charitable trusts. The incorporated foundation

is somewhat more difficult to initiate and requires continuing

attention, but it is a much more flexible instrument than the

trust. Within charter limitations, which may be as broad as "the

welfare of mankind," it can subsidize or undertake operations of

the widest variety by simple action of its board of directors, or

trustees, as they may style themselves.

The laws creating and regulating nonprofit corporations differ

in the various jurisdictions, with the result that some foundations

are incorporated in states other than those in which their main

office and chief activities center. In Massachusetts, for example,

charitable corporations must have their organization papers re-

viewed by the department of public welfare, report annually to

that department, and in the absence of special legislation their

corpus may not exceed $5,000,000. Texas has no reciprocal

statute granting tax exemption on charitable gifts for use outside

the state. Therefore a foundation set up by will, or receiving a

testamentary bequest, would have to use those sums within the

state if they are to avoid state taxation.

The Charter

When the state of incorporation has been determined, it is

necessary to get approval of state authorities for a charter, or

articles of incorporation. This charter may be granted by an act

of the legislature, or by administrative officials under provisions

of the general corporation statutes or a special law governing

nonprofit corporations. Some of the earlier foundations received

their charters by special state legislative enactment, as for ex-

ample The Carnegie Foundation (before its reincorporation

under federal legislation), The Rockefeller Foundation, and
Russell Sage Foundation. But with the present development of

general state legislation governing creation of nonprofit corpora-

tions the nuisance and possible restrictions of a separate legisla-

tive act seem unnecessary, and in many states special charter

corporations are now prohibited.
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When application for incorporation is made through an admin-

istrative body, the papers are usually called articles of incorpora-

tion. The required content of these articles varies somewhat from

state to state, but the following provisions from the Model Non-
profit Corporation Act prepared by a committee of the American

Bar Association are typical.

Sec. 29. Articles of Incorporation. The articles of incorpora-

tion shall set forth:

(a) The name of the corporation.

(b) The period of duration, which may be perpetual.

(c) The purpose or purposes for which the corporation is organ-

ized.

(d) If the corporation is to have no members, a statement to that

effect.

(e) If the corporation is to have one or more classes of members,
any provision which the incorporators elect to set forth in the articles

of incorporation designating the class or classes of members and
stating the qualifications and rights of the members of each class.

(f) If the directors or any of them are not to be elected or ap-

pointed by one or more classes of members, a statement of the man-
ner in which such directors shall be elected or appointed.

(g) Any provisions, not inconsistent with law, which the incor-

porators elect to set forth in the articles of incorporation for the

regulation of the internal affairs of the corporation, including any
provision for distribution of assets on dissolution or final liquidation.

(h) The address of its initial registered office, and the name of its

initial registered agent at such address.

(i) The number of directors constituting the initial board of direc-

tors, and the names and addresses of the persons who are to serve as

the initial directors.

(j) The name and address of each incorporator.

It shall not be necessary to set forth in the articles of incorporation

any of the corporate powers enumerated in this Act.

Unless the articles of incorporation provide that a change in the

number of directors shall be made only by amendment to the

articles of incorporation, a change in the number of directors made
by amendment to the by-laws shall be controlling. In all other cases,

whenever a provision of the articles of incorporation is inconsistent

with a by-law, the provision of the articles of incorporation shall be

controlling. 1

1 The complete Model Act is printed in Taylor, Public Accountability of Foundations

and Charitable Trusts, pp. 150-178.
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The articles of incorporation are filed with the secretary of

state or other designated official together with such other docu-

ments as the particular jurisdiction may require. There may or

may not be provision for public notice and a waiting period.

After review (which is perfunctory at present in most states) a

certificate of incorporation is issued and the foundation is a legal

person.

The articles of incorporation are in effect a charter, and not

easily amended. Details of operation, therefore, are usually left

to be spelled out in by-laws, adopted at the organization meeting.

A sample foundation charter is included as Appendix G 1 and the

present Constitution of Russell Sage Foundation as Appendix D. 2

A good collection of such documents has been compiled and

published by the Carnegie Foundation for the Advancement

of Teaching. 3

Statement of Purposes

The statement of purposes required in the charter has at least

two major objectives: it must qualify the organization as a

philanthropy entitled to tax exemption and other legal privileges;

it should furnish a framework for effective operation.

Qualification as a philanthropy involves the changing defini-

tions of "charity." An act which was passed under Queen
Elizabeth I in 1601 was the first important nonreligious definition

of charity in English law, and is still widely quoted in English and

American decisions in this field. Commonly called the Statute of

Charitable Uses (43 Elizabeth, cap. 4) its preamble is worth

noting for the variety of charitable purposes there mentioned:

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 high-

ways, some for education and preferment of orphans, some for or

1 See pp. 420-421.
2 See pp. 422-428.
3 Chambers, M. M., Charters of Philanthropies: A Study of Selected Trust Instru-

ments, Charters, By-Laws, and Court Decisions. Carnegie Foundation for the

Advancement of Teaching, New York, 1 948.
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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. 1

Henry Allen Moe has pointed out2 that these provisions are

almost identical with certain lines in William Langland's Vision of

Piers the Plowman in which Truth tells erring merchants how they

can use their profits charitably to gain religious favor. This pushes

the Elizabethan definition back at least two centuries and shows

its religious roots.

In general, gifts for the relief of poverty and for support of

religion, education, health, or governmental or municipal pur-

poses have been unquestioned. Eleanor K. Taylor observes that

the essential element is service to the community, even when
approached by contrary paths:

Conflicting views as to what constitutes community benefit have

been supported. 3 Trusts to promote peace by disarmament are

equally charitable with trusts to prevent war by preparedness.

Similarly, the courts do not rule against views on the grounds that

the majority of the public would disagree. The fact that a theory has

few adherents will not invalidate its acceptance for purposes of

charitable giving. These gifts are valid precisely because they are

gifts to minority opinion, and thought worthy of encouragement in a

free society. 4

Certain specific legal limitations, chiefly with respect to tax

exemption, are spelled out in Section 501(c)(3) of the Internal

Revenue Code and are discussed later. But it is clear that a very

wide variety of programs in the general fields of health, welfare,

education, and religion will be approved as charitable. The im-

mediate question for the donor is whether he shall express broad

purposes in the charter or specify particular fields.

1 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.

2 John Simon Guggenheim Foundation, Answers to Questionnaire of the Select

(Cox) Committee to Investigate Tax-Exempt Foundations, New York, 1952,

pp. 265-270. Unpublished.
3 Restatement of the Law of Trusts, vol. 2, sec. 374.
4 Public Accountability of Foundations and Charitable Trusts, p. 1 6.
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In the past many donors narrowly limited their gifts to a par-

ticular purpose they had in mind. For example, the James Dean
Fund, lodged with the Permanent Charity Fund which serves as

a community trust in Boston, is a fund of $10,000, set up to

provide for "delivery to the Boston Light Vessel of one copy of

each of the principal Sunday newspapers published in Boston,

but not exceeding four such papers" on each Sunday from mid-

April to mid-October, "thus continuing the practice which I

have carried on during many years." With the present develop-

ment of radio and television, the need of lightships for Sunday

newspapers is diminishing, and further improvements in radar

and automatic electronic controls may abolish the ships alto-

gether. We have examined in Chapter 1 the narrow-purpose

foundations as a group, and have seen that many of them have

outlived their purposes or are in danger of doing so. 1

In some cases donors, aware of their inability to outguess the

future, have coupled their statement of a specific purpose with

power residing in the trustees to change that purpose if it is

accomplished or becomes impractical. Most community trusts

insist upon such a provision for all funds they administer.

Current thinking leans heavily toward a broad statement of

powers in the articles of incorporation or charter, at least for

funds of substantial size and long duration. The Select (Cox)

Committee asked the larger foundations whether "you believe

that the charters or other instruments creating educational and

philanthropic foundations and comparable organizations should

specifically describe the type of activity in which the foundation

will engage? Or do you feel it is sufficient to indicate the organiza-

tion's purpose in general terms as 'promotion of human welfare,'

'diffusion of knowledge,' 'betterment of mankind'?" Joseph C.

Kiger analyzes the answers:

With few exceptions, foundation opinion has preferred general or

broad charters to those that are specific. It is asserted that overly

specific charters or deeds of trust have been a perennial cause of

complaint by foundation administrators, . . . One foundation offi-

cial suggested as a possible guide that when the life of the foundation

1 See pp. 23-26.
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was limited, the charter or deed of trust be specific. Conversely, when
the foundation was of perpetual or optional type, the general pur-

pose charter or deed of trust could be utilized. 1

The Samuel S. Fels Fund expressed on this subject this

moderate opinion:

While the charter of a foundation should be sufficiently explicit to

describe its general character, we do not think that the "purpose

clause" should go into too great detail. Our reason for this is that in a

highly complex and rapidly changing society a too-detailed purpose

clause would limit adaptability as the years go on. However, we
think that the terms "promotion of human welfare," "diffusion of

knowledge," "betterment of mankind," etc. standing alone are too

vague and too general. 2

Some lawyers, in order to ensure wide powers, have recom-

mended charters spelling out in great detail the powers intended.

But this has caused difficulties. For example, the Robert Schalk-

enbach Foundation, set up in 1925 to advance the ideas of

Henry George, especially the "single tax" on land values, in-

cluded in its certificate of incorporation among its "objects" not

only "to secure discussion and consideration of these doctrines

and their probable effect upon social welfare," but "to assist in

all proper ways to establish the same in practical operation of

law." Its exempt status was challenged on the basis of this pro-

vision, although the Foundation had not engaged in legislative

propaganda. A decision was rendered in favor of the Foundation

upon agreement to strike from its charter the phrase "to assist in

all proper ways to establish the same in practical operation of law."

Charters, to avoid possible question as to their tax-exempt

status, often follow closely the wording of Section 501 (c)(3) of the

Internal Revenue Code or similar sections in the laws of their

state defining a charitable corporation, as does the Charter pro-

posed in Appendix C. 3 If a statement of specific immediate pur-

pose is desired, it may be presented in nonbinding language in a

1 Operating Principles of the Larger Foundations. Russell Sage Foundation, New York,
i954> PP- 29-3°-

2 Samuel S. Fels Fund, Answers to Questionnaire, p. 23.

3 For Revenue Code, see p. 395; for Model Charter, pp. 420-421.
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letter of gift, or even an instrument of trust, thereby avoiding

dangerous rigidities.

Letters of Gift

Though legally nonbinding, letters of gift are an effective

means of expressing the more detailed desires and personal

preferences of the donor. Few trustees or directors would violate

wishes so expressed, and in the event of court action, such a

document would have great weight in determining a donor's

intent. Donors have expressed their views through such letters on

a wide variety of subjects affecting their foundations, from broad

policy admonitions to detailed investment instructions.

The Articles of Incorporation of the Josiah Macy, Jr. Founda-

tion express its purposes broadly, including "the application to

charitable purposes of the income of such property as the Cor-

poration may from time to time possess," but Mrs. Kate Macy
Ladd accompanied her gift establishing the Foundation in 1930

with a letter stating personal preferences, saying, in part:

Believing, as I do, that no sound structure of social or cultural wel-

fare can be maintained without health, that health is more than

freedom from sickness, that it resides in the wholesome unity of mind
and body, I hope that your undertaking may help to develop . . .

the spirit which sees the center of all its efforts in the patient as an
individuality. ... I hope therefore that the Foundation will take

more interest in the architecture of ideas than in the architecture of

buildings and laboratories. 1

Julius Rosenwald used a letter of gift to express his sentiments

against perpetuity and to lay down provisions for dissolution of

the Julius Rosenwald Fund, which have been followed:

I am not in sympathy with this policy of perpetuating endowments
and believe that more good can be accomplished by expending funds

as Trustees find opportunities for constructive work than by storing

up large sums of money for long periods of time. By adopting a policy

of using the Fund within this generation, we may avoid those tenden-

cies toward bureaucracy and a formal or perfunctory attitude toward
the work which almost inevitably develop in organizations which

1 Twentieth Anniversary Review of the Josiah Macy, Jr. Foundation. The Foundation,
New York, 1950, p. 17.
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prolong their existence indefinitely. Coming generations can be

relied upon to provide for their own needs as they arise.

In accepting the shares of stock now offered, I ask that the Trustees

do so with the understanding that the entire fund in the hands of the

Board, both income and principal, be expended within twenty-five

years of the time of my death. 1

Andrew Carnegie, setting up the Carnegie Endowment for

International Peace in 1 910 as a perpetuity, used his letter of gift

both to state his views on how his trustees should go about the

speedy abolition of war and to instruct them on further uses for

the money. He favored simplified spelling:

I hav transferd to you as Trustees of the Carnegie Peace Fund,
Ten Million Dollars of Five Per Cent. First Mortgage Bonds, the

revenue of which is to be administerd by you to hasten the abolition

of international war, the foulest blot upon our civilization. . . .

When civilized nations enter into such treaties as named, and war is

discarded as disgraceful to civilized men, as personal war (duelling)

and man selling and buying (slavery) hav been discarded within the

wide boundaries of our English-speaking race, the Trustees will

pleas then consider what is the next most degrading remaining evil

or evils whose banishment—or what new elevating element or ele-

ments if introduced or fosterd, or both combined—would most ad-

vance the progress, elevation and happiness of man, and so on from

century to century without end. . . .

2

Mrs. Russell Sage first spelled out the nonbinding nature of the

instructions in her letter of gift, following this with certain per-

sonal preferences for Russell Sage Foundation's activities and

detailed instructions on investment policies.

I do not wish by this letter to enlarge or limit the powers given

to the Foundation by its act of incorporation, or to impose any other

or different duties upon its trustees than are put upon them by this

act. It has seemed to me, however, appropriate to express certain

desires to which I would wish the trustees of the Foundation to

conform so far as they may from time to time deem expedient. . . .

3

1 Mr. Rosenwald's letter to the Trustees dated April 30, 1928, from Embree,
Edwin R., and Julia Waxman, Investment in People: The Story of the Julius Rosenwald
Fund. Flarper and Bros., New York, 1949, p. 31.

2 Mr. Carnegie's Letter to the Trustees, from Elliott, Edward C, and M. M.
Chambers, Charters of Philanthropies: A Study of the Charters of Twenty-Nine Amer-
ican Philanthropic Foundations. Private distribution, New York, 1939, pp. 106, in.

3 Russell Sage Foundation, 1907-^46, vol. 2, p. 667. Mrs. Sage's proposals concern-
ing investments are discussed on p. 118.
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These are examples of a few foundations which have been

given direction and individuality through letters of gift although

they retain the flexibility of broad charter powers.

Tax Exemption and Foundations

At recent high levels of personal income and corporation taxes,

foundations enjoy through tax-exemption substantial advantages

of two sorts. The foundation is itself exempt from tax on its

investment-type income; this advantage, and conditions under

which it may be lost, are discussed in Chapter 4, Finances.

Secondly, gifts to a tax-exempt foundation are deductible con-

tributions. This is often important to donors, and in recent years

may have been a prime motivating factor in some instances.

The Internal Revenue Code permits the deduction from tax-

able income of contributions up to 30 per cent of adjusted gross

income for individuals (the last 10 per cent must go to regularly

operated religious, educational, or hospital organizations), and

5 per cent of taxable net income for corporations. There is no gift

tax on property given to foundations, and no estate tax on prop-

erty left to them. Similar tax advantages prevail in many of the

states, but because of the lower rates are less decisive.

These concessions are not "tax loopholes"—though at high tax

rates some of them are capable of abuse—but were written into

the law to encourage giving, presumably on the grounds that

private philanthropy is in the public interest and often relieves

the state of specific burdens or expenditures. In some instances

this relief is direct and measurable, as when private colleges take

care of nearly half the college students in the country. Private

support also encourages a variety, independence, and inventive-

ness which might prove impossible, or at least inappropriate, for

institutions and agencies under tax support. But we are here con-

cerned less with the philosophy of tax exemption than with its

practical implications for donors.

Under the 1954 federal income-tax rates, an individual with

taxable income exceeding $50,000 is taxed at the rate of 75 per

cent on the excess over $50,000, ascending to the rate of 91

per cent on any excess over $200,000. Such individuals can there-
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fore give to a foundation up to 20 per cent of adjusted gross in-

come at a cost in spendable income of no more, at the respective

rates, than 25 cents or 9 cents on the dollar given.

Moreover, in some cases the gift can be made in the form of

appreciated assets—stocks, land, or other possessions which have

increased greatly in value. If these assets were sold, a capital

gains tax of 25 per cent would have to be paid. But, if they are

given to a charity, the donor may take as a deduction their cur-

rent value, without payment of tax on the capital gain. Persons

in any income bracket therefore secure a tax advantage through

giving an appreciated asset rather than cash; and in the highest

tax brackets we reach those examples, dear to the heart of tax

consultants, where a wealthy donor can give an appreciated

asset and have more money left than if he himself had cashed the

asset and given nothing away.

Perhaps fortunately, cases are rare in which giving thus loses

its element of personal sacrifice and becomes merely an exercise in

tax arithmetic. But tax privileges, legitimately used, are permit-

ting some donors to build up substantial foundations through

annual contributions by themselves and perhaps other family

members without severe financial sacrifice.

Corporations enjoy somewhat similar advantages in setting up

their own foundations. 1 In their case, deductible contributions

are limited to 5 per cent of net income, and the 1 954 tax rate for

corporations with taxed income exceeding 825,000 is 52 per cent.

But some corporations during the excess-profits years were able to

accumulate in their foundations charitable funds for later dis-

tribution at a net cost to the companies of only 1 8 cents on the

dollar. The rule concerning appreciated assets applies also to cor-

poration gifts, and in some cases they can advantageously give

their foundation their own stock.

Setting up a foundation, corporation or private, may be a

legal and useful device for retaining control of a business, where

retention of all the profits is not essential and a contribution to

charity is desired. The Ford Foundation is the most notable

1 See Andrews, F. Emerson, Corporation Giving. Russell Sage Foundation, New
York, 1952, pp. 101-112, 253-256.
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example. Upon the deaths of Edsel and Henry Ford it was sup-

posed that Ford Motor Company stock would have to come upon

the market in order to discharge the heavy estate and inheritance

taxes. But the stock had been divided into 10 per cent voting

stock and 90 per cent nonvoting, substantially all of the latter

going to the previously existing Ford Foundation, which also

paid the death taxes on the heirs' estates. The Foundation re-

ceived in all 3,089,908 shares of Class "A" nonvoting stock,

valued at Si 35 per share, being the value for estate tax purposes

of the last block of shares received. Some of this (250,000 shares)

went to the Foundation as early as 1937. In 1944 Mr. Henry

Ford gave an additional 1,400,000 shares. In 1947 the Founda-

tion received 1,153,809 shares from Edsel Ford's estate. The final

286,099 shares came in 1950 from Henry Ford's estate, bringing

the total book value for all this Class A stock to $41 7,1 37,580. The
family retained complete voting control, and the Foundation's

equity consists of the right to about 90 per cent of future profits. 1

Many variations of this pattern are possible. Blocks of stock

amounting to about 20 per cent of personal income may be given

each year, thereby securing maximum charitable deductions

while diminishing the taxable estate. If voting stock is given, the

same savings in estate taxes are attained but the voting rights in

the foundation's hands may create eventual problems. 2

Securing Tax Exemption

After the foundation has been formally set up under the laws

of any state or of the United States, and even though its charter

substantially repeats the "exempt purposes" wording of Section

501(c)(3) of the Internal Revenue Code, it is not automatically

exempt from federal taxation. Application for such exemption

1 As this book goes to press, Ford Motor Company stock is scheduled to be put
on public sale. The desire of the Foundation to diversify its investments was a major
factor in the decision. A new and much higher valuation of the assets of the Ford
Foundation is one anticipated result.

2 For discussion of foundations and tax problems, see Casey, Lasser, and Lord,
Tax Planningfor Foundations and Charitable Giving; Eaton, Berrien C, Jr., "Charitable
Foundations, Tax Avoidance and Business Expediency," Virginia Law Review,
vol. 35, November and December, 1949; Institute on Federal Taxation of New
York University, One-day Conference on Problems of the Charitable Foundation, Prentice-

Hall, New York, 1953.
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must be made, and ruled favorably upon, by the Exempt Organ-

izations Branch of the Internal Revenue Service.

The procedure is not difficult. Form 1023, Exemption Applica-

tion, 1
is obtained from the office of any district director of internal

revenue. It is filled out by "a principal officer of the organization

claimingexemption," who is instructed to attach to this application

:

(1) A classified statement of receipts and expenditures during the

last complete year of operation;

(2) A complete statement of assets and liabilities as of the end of the

last complete year of operation;

(3) If incorporated, a copy of your articles of incorporation, or if not

incorporated, a copy of your constitution, articles of association,

declaration of trust, or other document setting forth your aims

and purposes (conformed copies should be furnished);

(4) A copy of your bylaws or other similar code of regulations;

(5) A copy of each lease, if any, in which you are the lesee or lessor

of property (real, personal, gas, oil, or mineral) or in which you
own an interest under such lease, together with copies of all

agreements with other parties for development of the property.

The statement of purposes required in this form, which should

not "quote from, or make reference to, the articles of incorpora-

tion or bylaws," should in some way make it clear that the foun-

dation qualifies for exemption under Section 501(c)(3), which

includes:

Corporations, and any community chest, fund, or foundation,

organized and operated exclusively for religious, charitable, scien-

tific, testing for public safety, literary, or educational purposes, or

for the prevention of cruelty to children or animals, no part of the

net earnings of which inures to the benefit of any private share-

holder or individual, no substantial part of the activities of which is

carrying on propaganda, or otherwise attempting, to influence legis-

lation, and which does not participate in, or intervene in (including

the publishing or distributing of statements), any political campaign

on behalf of any candidate for public office.

Application for exemption should be made only after twelve

full months of operation, since the Treasury Department bases its

1 See Appendix F for a copy of this form.
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decision both upon purpose and actual operation. 1 By a recent

ruling designed to simplify and speed up the procedure, the dis-

trict director is empowered to make the ruling where the facts are

clear and do not involve difficult or questionable issues. But until

exemption is confirmed, the organization is required to file usual

income-tax returns. Meanwhile the donor to the foundation may
tentatively treat his contributions to the foundation as charitable

deductions, with the recognition that if exemption should be

denied, an amended return would be necessary. The foundation's

income is technically taxable during the waiting period, but

arrangements can usually be made with the district director for

deferring any payment, or possibly for deferring the filing of the

return, until the ruling on exempt status has been made.

During the probationary year lawyers advise new foundations

to make a series of grants, even though substantially all the

receipts of the first year consist of gifts which are corpus instead

of income, and therefore do not fall under the rule against

accumulation. This is necessary to create a record of actual opera-

tion. Also, these grants should preferably be made exclusively to

agencies already on the Treasury's exempt list,
2 to simplify the

exemption decision. Of course, approved foundations may en-

gage in programs much broader than mere contributions to

other exempt organizations.

State and Local Taxation

In addition to federal taxation, questions of state and local

taxation need to be considered. Because of the many jurisdictions

involved and wide variation in the tax laws and court decisions,

only broad observations can be included here. In setting up a

foundation local legal authorities should be consulted.

Two problems are involved, state succession taxes and both

state and local taxes on property subsequently held. With respect

1 Exceptions to the twelve months operation requirement are sometimes made in

behalf of certain organizations of "the community or public type," usually where
public contributions are a factor. The ordinary foundation would not qualify. See
Rev. Rul. 54-164, Cumulative Bulletin 1 954-1, pp. 88 if.

2 Cumulative List: Organizations Described in Section 170(c) of the Internal

Revenue Code of 1954. U.S. Treasury Department, Internal Revenue Service.

Government Printing Office, Washington, 1955. 401 pp.
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to transfer taxes, gifts to charitable institutions such as founda-

tions are generally exempted from taxation, with limitations in

certain states. In some cases testamentary transfers are tax

exempt only if given to an organization incorporated within the

state and to be used for charitable purposes within the state, as

in Texas. In certain states the amount given to charity and

exempt from estate tax is limited to a given proportion of the

total estate, or to a given dollar amount. In New Jersey a 5 per

cent tax is levied on amounts given to charitable institutions

exceeding 85,000.

The situation with respect to property taxes is equally con-

fused. Some states exempt all property held by charitable agen-

cies, others do not exempt the property of "foreign" (out-of-

state) corporations, especially if services of such corporations are

not rendered to people within the state. Said a Kentucky court

with respect to a Tennessee charitable corporation which used

rental from a cafeteria owned in Kentucky for a school in

Tennessee

:

We have uniformly adhered to the fundamental principle on which
the right of exemption has always rested, which is that the institution

must be rendering an essential service to the people of the common-
wealth, thereby relieving to that extent the charge on the general

public . . . where an institution, even though it may be of a

charitable or educational character, renders no service to the people

of this state, its property herein is not exempt from taxation. ... It

is not because the corporation is organized or created in another

state, but because the charity is not dispensed here and the educa-

tional services are not rendered to the people of this state. 1

Usually the real property of a foundation is exempt from local

property tax if it is used for an exempt purpose, either by the

foundation itself or another tax-exempt organization, but prop-

erty tax must be paid if it is used for a commercial purpose even

though the net income is applied to the exempt purposes of the

foundation. But this general rule has exceptions, often in the

form of special legislation secured by the charitable organization

at the time of chartering, and exempting all of its property,

however used.
1 Layman Foundation v. City of Louisville et al. (Ky.), 22 S.W. 2d 622 (1929).



CHAPTER 3

The Board of Trustees

MEMBERS of the governing board of a

foundation may bear a variety of titles, of which trustees, directors,

members of the corporation, and managers are the most common. For

simplicity, trustee will be used generally in this study, but with the

recognition that in the incorporated foundation the office involves

responsibilities for management far beyond the mere conserva-

tion of entrusted assets, which is the narrower conception of

trusteeship.

Legal Status of Trustees

Entire responsibility for management of a foundation rests

with the board of trustees. In an incorporated foundation, the

original incorporators are usually the first board of trustees, with

power to fill subsequent vacancies and possibly to expand the

board. Members of the corporation and the trustees responsible

for program are usually identical, though this is not the case in

the Louis W. and Maud Hill Family Foundation, 1 and in the

Southern Education Foundation the twelve "directors" are sup-

plemented by three additional persons to make up the 15 "mem-
bers of the corporation." At stated annual meetings some boards

distinguish between a brief meeting of the corporation to conduct

required business such as elections and the more general session

devoted to policy and management. The public—as seekers of

funds, as beneficiaries, or merely as interested citizens—may have

1 See pp. 46-47.
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dealings chiefly with professional staff, but in the legal sense the

trustees are the foundation.

The powers and the liabilities of trustees differ somewhat with

the form of organization. In the case of a foundation which is an

unincorporated trust, powers are likely to be interpreted nar-

rowly in terms of the trust instrument, with the trustee regarded

as intermediary between donor and intended beneficiaries, hav-

ing personal liability for the safe handling of entrusted funds.

Choice of investments is likely to be strictly limited by state law,

either to specific lists or by application of the "prudent man"
rule. The trustee is personally liable on contracts and commit-

ments or charges of trust violation.

Trustees of incorporated foundations have usually broader

powers in both investment and direction of program. Suits may
be brought against the corporation instead of individual trustees.

In an effort to reduce still further the personal hazards of trustee-

ship some donors include in the articles of incorporation or other

official document a statement to the general effect that no

trustee shall be "liable for anything except his own personal and

wilful default or misfeasance."

Original Selection

Selection of the first trustees varies somewhat with the type of

foundation. In a trust, especially if the purpose is narrow and the

funds not large, an institutional trustee such as the trust depart-

ment of a bank may serve as sole trustee, or with several named
persons.

In the family or personal foundation the first board of trustees

often includes the donor, if living, and is likely to consist chiefly

of members of his family with possibly the addition of close busi-

ness associates and his lawyer. The Julius Rosenwald Fund is an

example

:

Like a number of other foundations in their early years, the Fund,

from 191 7 to 1928, remained largely under the personal control of

its founder. The early Board of Trustees consisted solely of his imme-
diate family— himself, his wife, one of his sons, and a son-in-law.
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And the contributions continued to represent Mr. Rosenwald's per-

sonal philanthropic interests. 1

The similar personal character of the first boards of the Car-

negie Corporation of New York and the Ford Foundation, as well

as their later changes, have been noted previously. Mrs. Russell

Sage adopted a middle ground; her first board consisted of her-

self, her lawyer and adviser Robert W. de Forest, three of her

personal friends with broad interests, and four others recom-

mended to her for their knowledge in fields of importance to the

beginning foundation. The first trustees of The Rockefeller Foun-

dation, also nine in number, included both John D. Rockefeller

and his son, but Mr. Rockefeller dissociated himself from decision

making. "While in a formal sense he served for a few years as a

trustee of The Rockefeller Foundation, he never attended a

meeting." 2

Corporation foundations, being designed to serve as the chan-

nel for the gifts of the corporation itself, usually have trustees

chosen from the officers and directorate of the parent company.

However, if a substantial part of the foundation's activity is to be

in the field of employee welfare, an employee representative may
be desirable; and one or more public representatives, who may
be specialists in some field of particular interest to the corporation

foundation, will add breadth of viewpoint and increase public

confidence. The American Brake Shoe Foundation includes

among its five directors, in order to obtain "an outside point of

view," two who are Company directors but not employees of the

Company, In the Pittsburgh Plate Glass Foundation all the direc-

tors must be chosen from the board of directors of the parent

Pittsburgh Plate Glass Company; of the eleven foundation direc-

tors at a recent accounting, four were "outside" directors who
held no office in the Company.
Community trusts, with multiple donors and special relation-

ship to a particular locality, have still a different problem. The

1 Embree, Edwin R., and Julia Waxman, Investment in People: The Story of the

Julius Rosenwald Fund. Harper and Bros., New York, 1949, p. 28.

2 Fosdick, Raymond B., The Story of The Rockefeller Foundation. Harper and Bros.,

New York, 1952, p. 1 1.



66 PHILANTHROPIC FOUNDATIONS

funds are individually entrusted to a particular bank, which

turns over to the community trust the net income (in some cases,

also a part of the principal). The community trust has a distribu-

tion committee which authorizes disbursements and is in effect

its governing board. This committee has usually broad commu-
nity representation, in the general pattern of the first community
trust, the Cleveland Foundation, set up in 1914. Its original

resolution provided that:

The Committee to distribute said income shall be residents of

Cleveland, men or women interested in welfare work, possessing a

knowledge of the civic, educational, physical and moral needs of the

community, preferably but one, and in no event to exceed two mem-
bers of said committee to belong to the same religious sect or de-

nomination; those holding or seeking political office to be disquali-

fied from serving. Said committee shall be selected as follows:

Two by the directors of The Cleveland Trust Company, prefer-

ably to be designated from their own number.

One by the Mayor or chief executive officer of the City of Cleve-

land.

One by the senior or presiding Judge of the Court for the time

being having jurisdiction of the settlement of estates in Cuyahoga
County.

One by the senior or presiding Judge of the United States District

Court for the Northern District of Ohio, or of the Court that may
hereafter exercise the jurisdiction of said Court in Cuyahoga County. 1

The National Science Foundation represents a special case in

which the creating law itself provided for a National Science

Board of 24 members appointed by the President of the United

States with the consent of the Senate together with a director,

similarly appointed, who is ex officio a member of the Board.

These various modes of original selection have raised questions.

Charles Dollard, formerly president of the Carnegie Corporation

of New York, had this to say of the donors' friends as trustees:

New foundations tend to have boards composed largely of friends,

relatives, and business associates of the donor. This theory works

relatively well if the donor was fortunate enough to have intelligent

and public-spirited friends and relatives. It works very badly indeed,

1 Provisions as digested in the Cleveland Foundation's Answers to Questionnaire of

the Select (Cox) Committee, 1952.
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if the admiring survivors who comprise the board believe that time

stopped when the donor died, and that no new problems worthy of

consideration have arisen since his death. 1

A Trustee Profile

In an effort to draw a composite portrait of the foundation

trustee, biographical data were assembled for all the trustees

serving 20 large foundations. The selection was made from the

group of larger foundations which supplied Answers to the Cox
Committee questionnaires, and therefore data represent the

situation as of the fall of 1952. In an effort to broaden the sample,

a number of relatively smaller family foundations, not located in

New York City, were included among the 20, as well as most

of the great foundations whose names are household words. But

since none with assets substantially below $10 million was in-

cluded, this is primarily the portrait of the trustee of a large

foundation.

The 20 boards ranged in size from 4 to 25 members, totaling

202 different persons. Actual membership on these boards aggre-

gated 2 1 6, but 1 3 were duplications (the same person serving on

two boards) and one had to be eliminated for lack of information.

Sex. The typical trustee is a man. Of the 202 trustees, only 14

(7 per cent) were women. Moreover, there were no women
among the trustees of 12 of the 20 foundations, though one of

these was originally established by a woman and its first board

included 4 women among 9 trustees. Six others had one woman
member, in five cases the wife or daughter of the donor. One
foundation had two women members, neither related to the

donor. Finally, the remaining foundation had 6 women trustees,

the wife and two daughters of the donor and 3 women not related

to him. But even in this case they did not constitute a majority of

the 15-person board.

Relationship to Donor. In this sample of larger foundations few

trustees had a close blood relationship to the donor. Two were

the donor himself, three were wives of donors, five were daugh-

1 Dollard, Charles, "The Country of the Blind." An address at the Milbank
Memorial Fund Annual Dinner, November 16, 1950. Multigraphed.
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ters, six were sons, and three were grandsons. The donor and his

near relatives constituted, therefore, 9.5 per cent of the trustees.

An additional four trustees had at some time or other made
contributions to their foundations, but in most instances these

were nominal. A further case illustrates the possible pitfalls of

such statistics. One man, born abroad, was brought up in the

home of the donor and made a trustee of his foundation. Since he

was never formally adopted, his case does not appear in this

tabulation of donor-relatives.

TABLE 8. AGE OF 202 TRUSTEES IN 20 LARGER FOUNDA-
TIONS IN 1952

Age Number Per cent
Cumulative
per cent

29 1 0.5 0.5

30 to 34 2 1.0 i-5

35 ^ 39 6 3-o 4-5

40 to 44 12 5-9 10.4

45 to 49 23 1 1.4 21.8

50 to 54 34 16.8 38.6

55 ^ 59 37 18.3 56.9

60 to 64 39 19-3 76.2

65 to 69 24 11.9 88.1

70 to 74 6 3.0 91.

1

75 to 79 9 4.4 95-5

80 to 84 5 2-5 98.0

85 to 89 4 2.0 100.0

Source: Answers to Questionnaire and correspondence.

This picture would differ if the sample had been made up

largely of recently formed family foundations. Indeed, most of the

blood relatives found in our whole sample were members of the

three foundations which could be classified as of the "family"

type. One of these had five family members on a board of 15; the

second, four on a board of eight; the third, two on a board of five.

But as regards all the larger research foundations, no question of

family control remains; usually there is not even family

representation.

Age. Earlier criticisms of foundations as alleged bulwarks of

conservatism and the status quo stressed the advanced age of
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most of the trustees as an element ensuring conservatism. More
recent charges against foundations have been usually in terms of

radicalism and change; but most trustees are still in the higher

age levels.

Table 8 and Chart 3 indicate the ages of the 202 trustees in our

sample from the 20 larger foundations. Only three trustees were

below thirty-five years of age, and all were direct descendants of

donors. About one trustee in five was below the age of fifty;

40
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AGE GROUPS

CHART 3. AGE DISTRIBUTION OF 202 FOUNDATION TRUSTEES

nearly half were above sixty years of age. The five-year bracket

in which most trustees fell was the 60 to 64 year bracket, which

accounted for substantially a fifth of the whole group. Evidently

not many men achieve the prominence, and perhaps the ac-

quaintanceships, which bring them invitations to trusteeship

until they have passed middle age.

After age sixty-five the number of trustees drops sharply. This

is doubtless due not only to deaths and resignations, but to the

policy of some foundations, stated or understood, to retire trustees
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after age sixty-five. For example, the By-Laws of The Rockefeller

Foundation as amended in 1955 stipulate:

Section 4. No person shall be eligible for election or re-election as

a member and trustee after the June 30th following his 65th birth-

day, or on which his 65th birthday falls.

But many other foundations have no such retirement policy; in

view of recent medical progress in increasing the length of life and

effectiveness in later years, so rigid a rule is open to question.

Four trustees in the sample were eighty-five or older. The
oldest was eighty-nine when the study was made, and it is known
that he has remained active past his ninety-second birthday.

In general, the co-option powers which inhere in most boards

and their tendency to continue the reelection of associates results

in a gradual increase in age on boards, which may prove a danger.

To compare: the Ford Foundation, though first set up in 1936,

enlarged its board and entered upon its major program only a

few years before the date of this study; the age of its trustees

averaged fifty; the Carnegie Corporation of New York, estab-

lished in 191 1, had no trustee under fifty except its president, an

ex officio member of the Board; the average age was sixty-three.

A few foundations make an effort to meet this problem by regu-

lations, or take pains to elect younger members when the average

age is rising. The Research Corporation has a provision in its

by-laws requiring that a new nominee shall be not above forty-

five years of age if his class (five members are elected annually)

has no other member below that age; but this provision may be

waived by the Board.

Ages of the trustees in our sample were higher than in the

Lindeman sampling of foundation trustees in 1930.
1 He found 39

per cent of trustees above sixty years of age; this study, 43 per

cent: the Lindeman study, nearly 1 1 per cent above seventy years

of age; this study, 12 per cent. The median age in the present

sample was fifty-eight; Lindeman does not present a median, but

the average for his group of trustees was 56.7 years.

1 Lindeman, Eduard C, Wealth and Culture. Harcourt, Brace and Co., New York,

1936, P- 33-
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1

Education. The typical trustee is a college graduate. Of the 202

tabulated, 1 7 1 trustees were found to have bachelors' degrees, or

higher. An additional 15 attended named colleges, and some of

them may have received degrees which were not noted. Only 16

(8 per cent) appear not to have attended college. Finally, 137 of

these trustees (68 per cent) have received advanced or honorary

degrees.

TABLE 9. EDUCATION OF 202 TRUSTEES IN 20 LARGER FOUNDA-
TIONS

Per cent Per cent
Item Number of college of all

graduates trustees

No college record 16 7-9
College; degree doubtful 7.4
Bachelor degree 171 100.0 84.7

Undergraduate degreefrom
Harvard University- 32 18.7 15.8
Yale University 30 17.6 14.9
Princeton University 17 9-9 8.4

38 other private colleges 55 32.2 27.2
1 7 state universities 3i 18.1 15-4
U.S. Military Academy 4 2-3 2.0

Foreign colleges 2 1.2 1.0

Total 171 I OO.O 8^7

Postgraduate or honorary
degree 137 75-4

a 67.8

a Eight recipients of honorary degrees had no recorded undergraduate degree.

Sources: Answers to Questionnaire, Who's Who in America, and correspondence.

In this sample, undergraduate degrees concentrate in three

colleges. Of the 171 such degrees recorded, 32 were granted by

Harvard, 30 by Yale, and 17 by Princeton—a total of 79 from

these three schools, or 46 per cent of all the recorded degrees. (If

the criterion had been colleges attended, Yale with its 3 addi-

tional students who appear not to have received degrees would

have nosed out Harvard, which had none in this category.) The
remaining 92 degrees were widely scattered, as Table 9 indicates;

the highest for any single school was 5 trustee graduates. Sixty-

one colleges in all are represented, 41 of which are private col-

leges in the United States accounting for 78 per cent of the

trustees with degrees; 17 state universities and the U.S. Military
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Academy, representing partially or wholly tax-supported institu-

tions, accounted for 35 trustee degrees, or about 20 per cent; and
colleges in Scotland and Denmark graduated one trustee each.

In contrast with the record for all the trustees, among the 19

such persons who were either donors or their close relatives only

7 had degrees, a ratio of 37 per cent college graduates as com-

pared with the 85 per cent for all trustees.

In compiling these data it became apparent that the trustees

of a particular foundation were sometimes all or nearly all

graduates of the same college. Various influences may have been

TABLE 10. OCCUPATIONS OF 202 TRUSTEES IN 1952 COMPARED
WITH 398 TRUSTEES IN 1930

Occupational class

Present study- Lindeman study-

Number Per cent Number Per cent

Total 202 100 398 100

Business

Law
Education and research
Philanthropy
Publicists

Government service

Housewives
Medicine
Arts
Religion

74 37
38 19

29 14
18 9
13 6
10 5
9 4
6 3

3 2

2 1

153 38
67 19

73 18
18 4
15 4
10 2

31 8
6 1

25 6

Sources: Present study, Answers to Questionnaire, Who's Who in America, and corre-

spondence; Lindeman study, Wealth and Culture, p. 38, broken into comparable
categories by present author.

at work: geographical proximity, the original appointments of

the donor, or a tendency for continuing board members to elect

persons known to them, often from college association. Because

of such bias from particular foundations in the sample, little

significance attaches to groups of four or five trustees from any

one college, and this information is not published.

Occupation. Table 10 presents data on the occupations of these

202 trustees, and compares them with 398 trustees from the

Lindeman sample of 1930.

In both cases business accounts for more than a third of all

the trustees, with corporation officers, bankers, and financiers

being the chief subcategories. The law has the highest representa-
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tion of any profession, about one trustee in five being a lawyer.

The broad field of education, including educational administra-

tors (college presidents are numerous), teachers, and research

specialists in universities, has fallen off from nearly one in five to

one in seven. The relatively high representation for "philan-

thropy" is due almost entirely to the inclusion of foundation

executives in this category; of the 18 persons so listed in the cur-

rent study, 15 are foundation officials. Publicists—who in the

current study are 1 1 editors and publishers, 1 author, and 1 radio

commentator—have increased their representation. Government

service includes chiefly persons of cabinet or ambassadorial rank,

and three army officers. Housewives are in substantially all cases

close relatives or friends of the original donor; the Lindeman

data gave no such classification, and it is possible such trustees

were not counted. Medicine and religion were not important

proportionally in either study, and both have shown a sharp

drop. The arts have almost negligible representation.

It is obvious that the trustee group is not representative of

American occupations as a whole, certainly not proportionally

and not even in variety. The detailed biographies reveal only one

farmer (listed under business) . No wage laborer or union official

appears, no clerical worker, only one salesman. Business and

financial management, the law, and education together account

for 70 per cent of these trustees.

Geographical Distribution. Relative values of having trustees con-

venient to the central office of the foundation and of having them

representative of many sections of the country are later discussed.

We present here the factual data on both the present residence

and the place of birth of our sample of 202 trustees.

The "residence" column of Table 1 1 supports previous opin-

ions that a majority of foundation trustees reside in New York

and nearby eastern states. Nearly 60 per cent of the trustees in

this sample live in three Middle Atlantic states, and about 47 per

cent in New York State alone. Only 19 states and the District of

Columbia are represented at all.

However, nativity may be a better index to interests and

loyalties, and here we find wider geographical backgrounds.
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TABLE 11. GEOGRAPHICAL DISTRIBUTION OF 202 FOUNDATION
TRUSTEES

IlaLC
Present residence Place of birth

Number Per cent Number Per cent

1 otal 202 100.0 202 100.0

New England 16 7-9 18 8-9

Connecticut 4 2

Maine o 1

Massachusetts IO 1

1

New Hampshire I 1

Rhode Island 1 3

Middle Atlantic 121 59-9 80 39$
New Jersey 5 7
New York 94 45
Pennsylvania 22 28

Vn rf Nnrth C.pntrnl 14 6.9 40 19.8
TIHnrnQ 6
Indiana 4
Michigan 7 10

Ohio 1
QO

Wisconsin 5

Wprf Nnrth C.pntrnlTV CJV J V Uf ill KjCIIIIUL 8 4.0 18 8-9

Iowa 1 2

Minnesota 6 8
Missouri 1 4
Nebraska 3
South Dakota 1

Southern Atlantic 12 5-9 9 4.4
District of Columbia 9
Georgia 2

North Carolina 2

V 11 111IU Qj 4

East South Central 2 1.0 5 2-5

Alabama
Kentucky 1 2

Tennessee 1 2

West South Central 0.0 4 2.0

Arkansas 1

Texas QJ

Mountain 7 3-5 8 4.0

Arizona 1 1

v^uiui auu 6 4
Idaho 1

Montana 1

Wyoming 1

Pacific 22 10.9 12 5-9
California 22 9
Oregon
Washington 2

Foreign 0.0 5 4.0

Sources: Answers to Questionnaire, Who's Who in America, and correspondence.
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Thirty-four states, the District, and 8 different foreign countries

are represented. The Middle Atlantic states drop to 40 per cent,

and New York state to a more modest 22 per cent.

Limitations of the present sample make detailed comparisons

unsafe. For example, it is certain that the mushroom growth of

foundations in Texas in recent years has resulted in more foun-

dations and more resident trustees in that state than in Minne-

sota; but the sample did not include a Texas foundation, but did

include one in Minnesota; all of its trustees were born in Minne-

sota, though 3 now reside in California.

TABLE 12. RELIGIOUS AFFILIATIONS OF 106 FOUNDATION TRUS-
TEES COMPARED WITH CHURCH MEMBERSHIPS IN THE
UNITED STATES

Religious group
United States Foundation trustees

Number Per cent Number Per cent

Total 89,483,000 100.0 106 100.0

Jewish §,000,000 5-6 7 6.6

Roman Catholic 3°>253P0° 33-8 4 3-S

Protestant 54,230,000 60.6 95 89.6
Protestant Episcopal 1,690,000 i-9 33-o

Presbyterian 3,600,000 4.0 26 24-5
Other Protestant 48,940,000 54-7 34 32.1

Sources: Religious statistics, National Council of the Churches of Christ in the

U.S.A.; trustee data, this study.

Religion. Religious data were available for only 106 of these

trustees. Four were Catholic, 7 Jewish, the remainder members
of a considerable variety of Protestant denominations. But among
these denominations the Protestant Episcopal and Presbyterian

(with 35 and 26 members, respectively) predominated, together

accounting for nearly two-thirds of the known Protestant trustees.

This sample was too small and incomplete to promise much reli-

ability, but it strongly suggests that these two wealthier Protestant

denominations are represented among trustees of larger founda-

tions in proportions very far beyond their share of the religious

population. Table 12 demonstrates this disproportion.
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Children. Family data were available for 191 trustees. Only four

were unmarried. The remaining 187 trustees reported 474 chil-

dren, or an average of 2.5 children apiece. Sixteen married

trustees had no children; two had as many as 7.

Summary. The typical trustee emerging from this composite

picture is a man who graduated from one of the eastern Ivy

League liberal arts colleges and went into business or law. He
now occupies an executive position of importance, is married and

has two children; he is an Episcopalian or a Presbyterian, lives in

or near New York City, is of enough eminence to be included in

Who's Who, has accepted membership on the boards of four or

five other nonprofit institutions, and is in his early sixties.

In nearly all these characteristics he is closely akin to the

trustees of colleges and universities. He differs from the typical

corporation director (though frequently he is on the board of one

or several corporations) in having more academic background,

though he is usually also a man of affairs with a substantial

income.

Interlocking Trusteeships

One of the questions raised by the Select (Cox) Committee to

Investigate Foundations concerned membership on the boards of

other foundations or nonprofit institutions. Unfortunately, the

question was ambiguously expressed, so that some foundations

interpreted it as requesting the listing of such connections only

if the additional institutions were "related" to the responding

foundation; others listed for their board all memberships as

"trustee, director, or officer" in all other tax-exempt organiza-

tions. Because of this misunderstanding comprehensive informa-

tion cannot be gathered from the Answers as a group, but the

record of two large foundations may be taken as representative of

the distinguished men who accept trusteeship on a foundation of

national prominence. Foundation A reported 20 trustees with a

total of 1
1
3 other positions as trustees or officers of philanthropic

organizations, or an average of 5.6 such positions apiece; the

range was from o to 14. Foundation B reported 14 trustees with a
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total of 85 such other appointments, for an average of 6 ; here the

range was from o to 13.

Since some of these other organizations are also foundations,

complaint has been made that such interlocking trusteeships con-

centrate great power in a few hands. A further doubt arises as to

whether the trustee of perhaps six or more philanthropies can

give adequate attention to each of these in addition to his own
business. If not, is too much power relegated to professional staff?

The Cox Committee explored both of these questions with several

foundation representatives, as well as through data obtained from

their Questionnaire:

5. Are trustees offoundations absentee landlords who have delegated their

duties and responsibilities to paid employees of the foundations?

6. Do foundations tend to be controlled by interlocking directorates com-

posed primarily of individuals residing in the North and Middle-Atlantic

States?

Questions 5 and 6 may be discussed more conveniently if grouped

together. The idea that the office of trustee or director of a large

foundation is a sinecure involving little work, enormous prestige, and
not inconsiderable power which is traditionally delegated to the paid

members of the staff seems to have obtained widespread acceptance.

In part this idea is true but in larger part it is the child of misin-

formation. The position of trustee or director of one of the large

foundations undoubtedly carries with it dignity and the badge of

achievement. This is due not only to the prestige which foundations

themselves enjoy in the public mind but also to the distinguished

company of men who traditionally have held these positions of trust

and responsibility. But the belief that a trustee has few if any duties

connected with his office is contrary to all that this committee has

been able to learn.

It appears that the duties and responsibilities of trustees of the

large foundations are onerous to the point that they would seriously

interfere with the work of the average businessman. As a group,

trustees of the larger foundations are men of outstanding achieve-

ment, broad interests, and proven competence who have demon-
strated their capability for and willingness to assume heavy burdens

of work. This latter qualification is an important one, and is well

utilized by the foundations. Since many of the larger foundations

have their headquarters in New York and since availability is an
important consideration it is only natural that the great majority of

trustees should come from New York and nearby areas. It is also
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understandable that the services of an outstanding man should be

sought by more than one foundation and that we should therefore

find a number of individuals serving on the board of more than one
foundation.

Despite these considerations, all of which are persuasive, the com-
mittee feels that a wider geographical distribution would go far

toward establishing greater public confidence in the foundations and
would dispel much of the distrust which shelters under a traditional

fear of Wall Street. It is also entirely possible that a sustained search

for qualified individuals residing west of the Hudson River might
assist the foundations to maintain the freshness of approach, flexi-

bility, and breadth of vision for which they profess to strive. If, as the

foundations maintain and the committee believes, foundations are

public trusts then the public in its widest sense, including the

geographical, should be fairly represented. 1

Geographical Diversity

The fact of heavy concentration of trustees in the Middle At-

lantic states has been pointed out, with the modification that data

on nativity show substantially wider backgrounds. General Coun-

sel Harold M. Keele of the Cox Committee questioned many
witnesses on this geographical concentration during the 1952

Hearings.

Donald Young, the chief executive of Russell Sage Founda-

tion, and Malcolm P. Aldrich, president of the Commonwealth
Fund, stressed the advantages of proximity, particularly for

trustees serving on committees meeting frequently, such as the

executive and finance committees. 2 Marshall Field, president and

founder of the Field Foundation, pointed out that "since a great

deal of this money was made in Chicago," a good Chicago

representation seemed desirable; headquarters are in New York,

and "every now and again it is hard for a Chicago director to get

out," but attendance at trustee meetings has been "awfully

good." 3

1 Final Report of the Select (Cox) Committee to Investigate Foundations and Other Organi-

zations. 82d Congress, 2d Session. House Report 2514, Government Printing Office,

Washington, 1953, pp. 10-11.

2 Hearings, pp. 387, 406-407.
3 Ibid., pp. 438-439.
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Dean Rusk, president of The Rockefeller Foundation, acknowl-

edged that all but four members of his board are from the

Atlantic seaboard, adding:

My guess is that the board would wish to continue in broad lines

that type of concentration, but on the other hand I feel that the

board does consider that some geographical distribution is desir-

able. . . . We have not considered geographical representation as

in itself either a qualification or disqualification for a particular

board member, but there is some advantage in having some spread

throughout the country. . . . Geographical considerations appar-

ently do not on the basis of our own experience prevent attendance

at a reasonable number of meetings through the year. 1

The Carnegie Endowment for International Peace, partly be-

cause of its special interests, does consciously seek to have

trustees from various sections of the country:

Mr. Keele: I have observed that the trustees come to a large

extent from far places in the country, that you have a wide geo-

graphical distribution of your trustees. I should think that at least

half of them, or almost one-half of them, come from areas other than

the New York-New England district; is that correct?

Mr. Johnson: It is approximately so, and this is the result of a

deliberate policy, a deliberate policy I suspect, although I don't

know, instituted by Mr. Carnegie himself. He made an interesting

provision which you may have noticed, sir, in his deed of gift. He
said that all trustees should not only have their own expenses paid

at the meeting of the board, but should be allowed to bring either a

wife or a daughter with them to the meeting of the board. This sug-

gests that he was anxious to have broad representation. . . .

It is my own personal and very firm belief that the issues of peace

and war are, to a large extent, because of the position of the United

States in the world today, dependent upon understanding on the

part of all of the people of the United States. It would be a great

mistake in my opinion for our foundation to concentrate its trustees

and its interests in and around the eastern seaboard. 2

The conclusions of the Committee, recognizing the reasons for

the New York concentration but recommending wider represen-

1 Ibid., pp. 480-481.
2 Hearings, Testimony of Joseph E. Johnson, president of the Carnegie Endow-

ment for International Peace, pp. 576, 577.



8o PHILANTHROPIC FOUNDATIONS

tation, have already been presented. Air travel has now made
such representation much more feasible than in earlier years.

Election and Term

The selection of the original board has been discussed. But

even if the first trustees have been given life terms, changes sooner

or later occur through expansion of the board, resignations,

deaths, or in rare cases removals.

Generally speaking, the number of trustees is fixed, or fixed

within limits, in the charter, by-laws, or trust instrument. Con-

siderable variety appears among these instruments. In the case of

a narrow-purpose trust, where the trustee is no more than the

custodian of funds, a single trustee, often an institution, may be

sufficient. But where any direction of the affairs of a foundation

is involved, three seems the absolute minimum and as many as

50 are permitted in some charters. The Field Foundation's by-

laws require not fewer than three nor more than 25 directors; in

1952 this Foundation had 15 directors, of whom five were the

donor and his immediate family. The Carnegie Endowment for

International Peace provides for a board of 28. 1 The optimum
number will vary with the size and purposes of the foundation,

but in many cases a board ranging between seven and 12 seems

desirable. Smaller boards may give too little range for diverse

points of view, occupational interests, and geographical back-

grounds, and run the danger of domination by one individual.

Very large boards are difficult to assemble, often engage in

lengthy debate, and seldom achieve the close personal relation-

ships which should weld boards into efficient, constructive teams.

In some states a legal limitation controls.

Terms vary from life to a single year, but there is less difference

between these extremes than would appear. In the El Pomar

Foundation "the tenure of office of the Trustees is indefinite.

They remain in office until they die, resign or are removed,

whereupon their successors are elected by the remaining mem-
1 For further examples of these varying provisions see the table, "The Governing

Boards of Thirty-Seven Foundations" in Chambers, M. M., Charters of Philan-

thropies, Carnegie Foundation for the Advancement of Teaching, New York, 1 948,

pp. 22-29.
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bers of the Board." 1 The Twentieth Century Fund limits the

terms of its trustees to a single year; reelection, however, is almost

certain unless the member himself refuses further service, and in

1954 two members were entering their thirty-third term. An
arrangement that provides continuity in any given year for a

majority of the board and yet permits change is to divide mem-
bership into three classes, each serving three-year terms expiring

in successive years.

In most general foundations the trustees have the power of co-

option—the board perpetuates itself by electing its successors.

Re-election is customary unless the trustee himself desires other-

wise. Said the Twentieth Century Fund:

Those listed who have not resigned or died since their election

have been re-elected from year to year at the annual meetings of the

Board of Trustees. 2

But the Julius Rosenwald Fund, no longer in existence, provided

against more than two successive three-year terms:

With a view to keeping fresh thinking in the board, the By-Laws
provided that no trustee (other than the chairman and president)

could serve for more than two successive terms or a total of six years.

After an absence of a year or more, a former trustee could be re-

elected for periods again not exceeding six consecutive years. Several

persons were thus re-elected for a total of fifteen years or more. 3

Where a vacancy is to be filled, a typical procedure is that of

the Carnegie Corporation of New York, thus described

:

The vacancies on our board are filled by the sitting trustees. The
process usually is that the president goes around first to the chairman
and then to all the other trustees and asks them for names of men who
they think might make good trustees. These are distributed to the

trustees and usually discussed in several meetings informally. In some
cases we may keep a list under discussion for a year before we actually

make any selections.

Now what we are looking for in trustees is, to use the broad term,

men of affairs, that is men who have a concern for the things which

1 El Pomar Foundation, Answers to Questionnaire, p. 3.

2 Twentieth Century Fund, Answers to Questionnaire, pp. 2-3.
3 Embree and Waxman, Investment in People, p. 197.
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we are chartered to do, men who themselves are liberally educated,

who are humane and who have a concern for the common good, and
above all, who are not so encumbered with other trusteeships that

they can't give us time, because we ask a great deal of time from our

trustees, and the way we are organized it is necessary that we get it.
1

In several types of foundations, such as community trusts and

corporation foundations, co-option may not prevail. As already

pointed out, the directing bodies of community trusts may be

appointed by holders of named public offices or presidents of

named educational institutions. In corporation foundations the

trustees may be limited to directors or officers of the corpora-

tion, or at least be nominated by officials of the parent cor-

poration,

The Farm Foundation, established for the improvement of

rural life, provides in its Trust Agreement for a board of 21

persons, 7 to be chosen at large but the remaining 14 to be

"chosen on account of their special experience in different fields

of activity and as representing the viewpoints of persons engaged

in such fields respectively," with fields specified as follows: five

experienced in and representing farming; one each for finance,

manufacture, merchandising, transportation, the farm press, and

radio as a means of education, and one each from the executive,

teaching, experimental, or extension staffs of three land-grant

universities or state universities maintaining agricultural depart-

ments. 2

Several general foundations have unusual provisions regarding

trustee selection. The by-laws of the Juilliard Musical Founda-

tion require submission of names of all prospective trustees to the

executive committees of The Hanover Bank and the Guaranty

Trust Company of New York before such persons may be elected

to the board. This procedure was requested in the will of Augustus

D. Juilliard. The two-step process of trustee selection of the

Louis W. and Maud Hill Family Foundation, designed to ensure

ultimate control by authorities representative of the public's

interest, has already been described.

1 Hearings, p. 327.
2 Trust Agreement, The Farm Foundation, Art. II, sec. 2.
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The Richardson Foundation, established by five branches of

the Richardson family associated with the Vick Chemical Com-
pany, has a method of trustee selection probably unique. Election

is for one year only. New trustees are elected by voting rights

based upon the dollar value of the respective contributions to the

foundation. The intent of this provision is to ensure that future

generations will take an interest in philanthropy and this founda-

tion, and meet for this purpose at least once annually. The Foun-

dation is too young for a judgment as to whether these desires

will be realized. Such an arrangement would seem to present a

danger that effective control may remain, generation after gener-

ation, in the hands of single persons who inherit the majority of

the voting stock, but may have quite varying interest in, and

knowledge of, philanthropic affairs. The tendency among many
foundations is toward decreased family controls.

It has been argued that the co-option powers which most

boards possess tend to concentrate board membership within a

narrow group which will perpetuate and may even intensify the

characteristics of the original group. This has not been the usual

experience. Boards have tended to broaden their memberships

with respect to professional backgrounds and general interest.

Said Frederick P. Keppel some thirty years ago:

I hazard the prophecy that the years to come will find, let us call

it, a greater variety of light and shade in the makeup of the founda-

tion boards, and I also venture to predict that this will make no
particular difference in their policies and progress, but that it will

have an important effect by increasing public confidence. 1

In most foundations provisions exist for the removal of a

trustee in case of malfeasance or nonfeasance. Trustees of the

Carnegie Endowment for International Peace, though appointed

for life, suffer automatic removal upon failure to attend any meet-

ings for three successive years. The W. K. Kellogg Foundation

provides in its by-laws:

The members of the corporation by majority vote at an annual or

a special meeting may remove any trustee for conduct deemed
1 "Opportunities and Dangers of Educational Foundations," School and Society,

December 26, 1925, p. 798.
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injurious to the standing, credit or affairs of the corporation, or for

unexcused failure of the trustee to attend meetings of the Board of

Trustees during a period of three consecutive months, provided the

trustee shall first be personally served with the charges, in written

form brought against him, and shall be given a fair opportunity to

be heard before the members of the corporation in his own defense. 1

Retirement provisions, usually at age sixty-five, apply to several

trustee boards.

The Question of Compensation

As a general rule, trustees of charitable foundations are not

paid, except for traveling and other expenses incident to meet-

ings. The Carnegie Corporation of New York in its earliest period

paid $5,000 a year to each trustee, but the trustees themselves

soon voted to abandon this payment. The present practice of

some of the new and smaller foundations is not known, but most

of the larger foundations avoid such payment as unnecessary and

open to public misinterpretation. Said Donald Young, at the Cox
Committee Hearings:

The direction of a philanthropic foundation, as its operations are

normally conducted, should be accepted as a social obligation by
people qualified for directorships. Now, I can readily imagine foun-

dations which are so large and require so much of the time of their

directors that there should be some compensation. . . . So, I don't

think that this is a matter of black or white. . . .
2

The exceptions, and the reasons behind some of them, are

worth noting. The Board of Managers of the Buhl Foundation is

authorized "to fix the compensation each shall receive from

time to time." The 1951 balance sheet of the El Pomar Founda-

tion shows an item of $6,000 for salaries of trustees, of whom there

were five. The Max C. Fleischmann Foundation of Nevada, a

testamentary trust, provides by trust indenture set up by the

grantor compensation of $10,000 a year for its trustees, and the

same amount was fixed by the court having jurisdiction.

1 By-Laws, W. K. Kellogg Foundation.
2 Hearings, p. 388.
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The Estate of Harry G. Trexler, functioning still as an estate

but with power to incorporate, is understood to pay its trustees

the fees usual in estate management. The Indenture of the Duke
Endowment provides in Section 2 that "Each trustee shall be

paid at the end of each calendar year one equal fifteenth part of

three per cent of the incomes, revenues and profits received by

the trustees." The Endowment appropriated $253,408 for trus-

tees' compensation in 1954, making the share of each trustee

nearly $17,000.

The Rhode Island Charities Trust, established by Royal Little

in 1937, was amended in September, 1945, when he resigned and

his place was taken by three trustees. The amendment provided

that the aggregate annual compensation for the three trustees

should be 1% of the value of the corpus averaged throughout the

year. All income from the Trust which is not distributed is added

annually to the principal. The trustees have discretion as to the

amount of income distributed to the beneficiary, which is the

Providence Community Fund; contributions, begun in 1945, now
amount to $225,000 annually. Payment to trustees, based on

corpus, which recently had grown to $7.5 million, is substantial,

and was apparently so set up to encourage the trustees to increase

that corpus as rapidly as possible. They were relieved in the trust

instrument from the restrictions on most trustees as to relatively

safe investments.

The Commonwealth Fund does not pay its trustees. However,

the question of compensation was brought up for discussion by

Edward S. Harkness when he was president, in the light of his

understanding of prevailing British practice. Dwight Morrow and

others on his board "advised strongly against it," expressing the

opinion that this was a contribution toward social welfare which

they themselves should make. 1 But the Fund does pay members
of its British Committee of Award, which recommends fellowship

applicants, an honorarium of £150 annually. Most foundations

similarly pay consultants and special committees for specific

services.

1 Hearings, Testimony of Malcolm Pratt Aldrich, president of the Commonwealth
Fund, p. 407.
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The Ford Foundation pays its trustees 85,000 a year, which is

based on the heavy demands that board membership entails.

Most of the directors of the independent funds set up by the

Ford Foundation receive S3,000 a year. These facts were brought

out at the Cox Committee Hearings, where Henry Ford II,

chairman of the board of the Ford Foundation, testified:

Mr. Forand. Mr. Ford, are the trustees of your organization

serving without pay, or are they remunerated?

Mr. Ford: No, sir, Mr. Forand; we pay our trustees $5,000 a

year. We feel that this is justified, and they earn a great deal more
than that. We feel that they deserve some compensation for the time

and effort that they put into our problems.

Mr. Forand. That is a fixed compensation and not based upon
the percentage of the assets of the foundation, is it?

Mr. Ford. No, sir; it is just a fixed compensation, and we have

never changed it, and we have no plans to change it, sir. ... In the

beginning we had no compensation and, as the board became large

and the amount of time required, and the amount of effort to be put

in by each one of the individual trustees increased ... we felt that

we would not be criticized for such a move. 1

The Cox Committee counsel, Harold M. Keele, himself raised

one persuasive argument for the payment of trustees:

Mr. Keele. Does not the burden of work, and the amount of time

involved, coupled with the fact that no compensation is given the

trustees, limit your choice of trustees to men of wealth or at least

independent means?

Mr. Dollard. Not in my experience, Mr. Keele; it doesn't. Some
of our trustees I suppose would be classed as wealthy. Most of them
would not be classed as wealthy, and I can say that in my time in the

corporation, fifteen years, we have never asked a man to become a

trustee without his accepting. I don't think that the critical factor in

getting the trustee is the fact that you will or will not compensate

him. I think the critical factor is: Are you doing something which he

feels to be sufficiently important so that he will give a lot of his time

to it?

Mr. Keele. Of course, he does have to consider the fact as to

whether his work or whether his commitments or whether his neces-

sity for earning a living otherwise permit him to do this; doesn't he?

1 Hearings, p. 224. Representative Forand was a member of the Committee.
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Mr. Dollard. Yes; he does. I am just saying in my own experi-

ence the fact that we do not compensate our trustees has not limited

our choice. 1

The weight of current opinion is against payment of trustees,

though, as Dr. Young indicated, it is not a "black or white"

decision. Where the duties are arduous and time-consuming

compensation is defensible and may be desirable. Where such

duties do not interfere seriously with the ordinary occupation,

charitable trusteeship seems a proper voluntary contribution to

the general welfare. A nonpayment policy also avoids any

suspicion that the foundation may be a device for channeling tax-

exempt income to family members or friends of the donor.

Organization of the Board

Boards of trustees follow the organizational pattern of similar

boards of corporations and voluntary associations. There is a

president, or chairman. In the case of the Carnegie Corporation

of New York, there is a chairman of the board of trustees as well

as a president; the latter is the salaried head of the Corporation

and serves ex officio as a trustee. Usually there are one or more

vice-presidents, though in smaller foundations this office is often

omitted. A secretary (clerk, recording secretary) and a treasurer

(sometimes comptroller, who may be a paid employee) complete

the usual officer complement. Customarily, officers are elected

annually.

Sessions of the board vary from a single annual meeting to

monthly meetings, with three or four regular meetings a year a

usual number for the larger foundations. Procedure for calling

special meetings is provided. Wide variety exists as to time of the

annual meeting, only the summer months being generally

avoided. The Carnegie Corporation of New York holds its annual

meeting in November; the Carnegie Endowment, in May; the

Carnegie Institution of Washington and the Ford Foundation, in

December; the Cleveland Foundation, in January; the Duke
Endowment schedules at least ten meetings in each calendar

1 Hearings, Testimony of Charles Dollard, formerly president of the Carnegie
Corporation of New York, pp. 328-329.
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year. The Rockefeller Foundation holds its annual meeting in

April; Milbank Memorial Fund, in May; Twentieth Century

Fund, on the first Friday in February, or within ninety days

thereafter.

Quorums for such meetings vary rather narrowly from a third

of the trustees then in office to a majority, with in some cases

proxies counted in this majority, in others such votes specifically

not counted for a quorum. The Milbank Memorial Fund and

Russell Sage Foundation specify four trustees as a quorum, from

boards normally of 10 and 12 members, respectively.

A few boards forbid a trustee voting on a project in which he

has a personal interest, and the practice is frowned upon gen-

erally. The Rockefeller Foundation provides that:

Section 18. During the consideration of a proposed appropriation

by the board of trustees or a committee thereof, any trustee who is

officially connected with the prospective beneficiary shall withdraw
from the meeting until the vote has been taken; but his withdrawal

shall not be deemed to affect the existence of a quorum. 1

Foundations with paid professional staff vary in their practice

of including a staff member as a voting member of the board. As

already noted, the Carnegie Corporation of New York makes its

staff head, or president, an ex officio member of the board; until

recently this board included four other ex officio seats for the

presidents of the Carnegie Institute of Pittsburgh, Carnegie Insti-

tution of Washington, Carnegie Foundation for the Advance-

ment of Teaching, and Carnegie Hero Fund Commission. Many
foundations, either by charter provision or practice, do not admit

professional staff to voting membership. A few have changed

their practice in this respect. Russell Sage Foundation provided

in its original constitution that the general director should not be

a member of the board of trustees; John M. Glenn, an original

trustee, resigned after one month's service to become general

director; but six years later this restriction was removed, and he

served as trustee from 191 3 until 1948.

It is certain that the board of trustees and the head of the

professional staff must work closely together, and some founda-

1 By-Laws, The Rockefeller Foundation, 1955.
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tions find it desirable that other responsible staff members also

meet with the board, with a view to bringing to the board a more

intimate knowledge of operations and personnel and stimulating

exchange of opinion. With such opportunity for presenting the

viewpoint of the staff, actual voting power is probably not im-

portant. If granted, it should be restricted to the staff head to

ensure continuing control in the hands of an unprofessional

board. The Rockefeller Foundation and General Education

Board make ineligible to their governing boards any salaried

officer except the president.

Since voluntary boards cannot be expected to meet frequently

enough to take care of emergency situations, most boards have at

least two standing committees, an executive committee and a

finance committee. The executive committee is given interim

powers to act for the board, though major decisions may require

a mail vote or confirmation. Duties of the finance committee are

indicated in its name, and properly belong in the next chapter.

A few boards have other special committees, as for example, a

nominating committee. In the case of The Rockefeller Founda-

tion this committee consists of three trustees elected by ballot at

the annual meeting, with a provision that "the president shall not

be entitled to notice of meetings of this committee, or to attend

and vote thereat." 1

To govern the action of boards, their officers, and their com-

mittees most foundations set up by-laws, differing in few respects

from those of other voluntary associations. As one example, the

Constitution of Russell Sage Foundation is presented in Ap-

pendix D.

Creative Trusteeship

Since ultimate responsibility rests with the trustees, it is of the

utmost importance that they become an effective governing

body, fully acquainted with the purposes, the past accomplish-

ments, and the potentialities of the organization they direct. A
very few donors have set up restrictions which make the trustee

function perfunctory, but wide freedom of action is the general

1 By-Laws, The Rockefeller Foundation, 1955, sec. 54.
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pattern. Says the ig$i Annual Report of the John and Mary R.

Markle Foundation:

The men who established the great foundations in America have
been broad-gauged and intelligent, with wide interests. That is why
their foundations are great. They have realized that a trust must be

free to grow, develop and change as the needs of mankind develop

and change. They have given their trustees freedom of action, free-

dom to move with the times. A check of the charters of the founda-

tions which have earned for themselves a place of honor and respect

will show that the donors have given the directors few instructions,

thereby expressing complete confidence in theirjudgment. It was the

evident intention of these donors to make the words "trust" and
"trustee" take on their full and proper meaning. 1

A nice balance between direction and freedom is preserved in

Senator Simon Guggenheim's initial Letter of Gift "to the

Trustees ofJohn Simon Guggenheim Memorial Foundation and

their successors":

No man of wisdom would seek perpetually to bind you and your

successors to fixed plans and methods involving fixed studies, causes,

places or institutions. The history of funds for special purposes has

shown the folly of attempting to petrify the ideas of the present, and I

have no desire to do so; nor do I wish in this letter in any way to

limit the power to use this fund conferred upon you and your suc-

cessors by the charter. Yet it seems to me appropriate that I should

indicate to you those general purposes and policies, within the scope

of the charter, to which I wish you and your successors to conform

as long as is deemed best. If, at some distant time, it seems wisest, in

the careful judgment of the Trustees, to change or disregard them,

you have here a statement of my wish that you do so; you will con-

form best to my wishes by using your own good judgment. 2

The collective "good judgment" depends not only upon the

high caliber and creative capacities of the original trustees and

their successors, but upon measures taken to weld the board into

an efficient body that finds challenge and inspiration in its task.

For this purpose a formal annual meeting in an office atmosphere

is seldom adequate. Many foundations now arrange evening din-

ner meetings, or full day or even longer sessions, during which

trustees can become better acquainted personally and have time
1 795/ Annual Report, John and Mary R. Markle Foundation, New York, 1952,

p. 2.

2 Senator Guggenheim's First Letter of Gift, March 26, 1 925.
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for not only the transaction of necessary business but a more

leisurely consideration of policies and opportunities. In recent

years the Twentieth Century Fund has scheduled more important

meetings as two-day sessions at Princeton. The Rockefeller Foun-

dation usually holds two-day sessions at Williamsburg.

Such meetings, and the fuller reporting to trustees as well as

the public now customary with many foundations, stimulate the

interest and improve the judgment of trustees in their difficult

and creative task. However, actual trustee participation in

projects or membership on boards of benefiting agencies, while

also heightening interest and knowledge, raises severe questions

of undue influence and control, which are later discussed.

The long-term usefulness of many boards would be increased

if better provisions for change existed. A creative, working board

needs new faces with some frequency; and in far too many cases

a once effective trustee has either lost his initial interest or has

become so absorbed in other activities that replacement is desir-

able. But the record shows that even with annual elections the

almost universal practice is for his fellow board members to vote

automatic re-election unless the man himself insists on resigna-

tion. Compulsory resignation at age sixty-five removes older

members—sometimes fortunately, but also sometimes when their

energies are unimpaired and their wisdom needed—but it tends

to ensure re-election up to that age.

Directors of a business corporation have annual balance sheets

as some measure of their efficiency, and ineffective boards can be

upset by a stockholder revolution. Since foundations lack these

controls, the trustees should themselves exercise a greater critical

judgment on their own membership. The Portuguese word for

trustees is £eladores—zealots, sticklers, caretakers. The word em-

phasizes the need to keep the interest of each trustee from lapsing

into the perfunctory. To ease the process of replacement and to

ensure periodic reappraisal of each board member, some organ-

izations provide for automatic removal after a given period, with

the possibility of reelection a year later. Such a provision by the

Julius Rosenwald Fund has already been cited. Whatever the

device, objective appraisal and the courage to make changes are

requirements for effective and creative trusteeship.



CHAPTER 4

Finances

ADMINISTRATION of any foundation in-

volves two principal functions, handling money and directing

program. The relative time spent on these functions depends

upon the nature of the organization. In a narrow-purpose foun-

dation the program function may be mere routine; in other

foundations investments may be so limited by law or deed of gift

that financial choice scarcely exists. But ordinarily both functions

are important, and complementary; the usefulness of either de-

pends upon the efficient performance of both.

One of the first financial choices a donor must make, after

determining the amount of his original gift, is how this capital

shall be treated. From this point of view there are four kinds of

foundations: accumulating funds, perpetuities, optional perpe-

tuities, and liquidating funds.

Accumulating Funds

An accumulating fund is one in which none of the principal

and not all of the income is spent, at least for a stated period.

In early times the theoretical possibilities of accumulation

through compound interest attracted many donors. That the

more extreme of these hopes involve an economic fallacy can

easily be demonstrated:

Let it be assumed that when Julius Caesar invaded Britain just

2000 years ago, he placed the equivalent of a single American dollar

on interest, to be compounded annually at the rate of 5 per cent. Ten

92
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years later, at about the time of his death, it would have amounted

to the modest sum of $1.63. In 100 years, 45 a.d., it would have

grown to only $131.50. But in 500 years—445 a.d.— it would have

been something more than 39 billion dollars. In 1000 years its value

could be expressed only by a figure 22 digits long; today, 2000 years

later, the original dollar would theoretically have grown to a worth

expressible only by 43 digits. 1

It is obvious that if compound interest could be regularly

secured on any long-term fund it would soon absorb all available

investment opportunities, and long before that point was reached

society would find some way of limiting or liquidating it. Indeed,

such accumulations result in loss of tax exemption since the 1 950

Revenue Act, discussed below.

But in earlier foundation history accumulating funds were set

up, and several examples are worth mentioning. The most

notable are the two funds of Benjamin Franklin, set up in Boston

and Philadelphia, with an original contribution in each city of

£1,000 sterling, approximately $5,000, to be lent to "young mar-

ried artificers" at 5 per cent interest; the first part of each fund

(100/131) was to accumulate for 100 years, the remaining part

(31/131) for another 100 years. Mr. Franklin estimated that even

the smaller second part, running for 200 years, would grow to

more than $20,000,000:

At the end of this second term, if no unfortunate accident has

prevented the operation, the sum will be four millions and sixty-one

thousand pounds sterling, of which I leave one million sixty-one

thousand pounds to the disposition of the inhabitants of the town of

Boston, and three millions to the disposition of the government of

the State . . .

2

Mr. Franklin's arithmetic was nearly flawless, but "unfor-

tunate accidents" prevented either fund from approaching his

golden dream. The apprentice system died, and soon there were

no young married artificers to borrow the money; but the accu-

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

Welfare. Russell Sage Foundation, New York, 1 946, p. 66.

2 The Will of Benjamin Franklin. Reprinted in Benjamin Franklin's Autobiographical

Writings, edited by Carl Van Doren. Viking Press, New York, 1 945, p. 696.
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mulating provision continued through other, though often less

profitable, investment.

The Boston experience, out of which grew the Franklin Foun-

dation and Franklin Technical Institute, was the better of the

two. The total fund in 1891, the end of the first century, had
grown to $391,169. The first part was not immediately spent;

when finally used to construct and equip Franklin Technical

Institute, begun in 1906, $438,529 was available. The second

part is in accumulation until 1 991 , when it is to be divided

between Boston and Massachusetts as Franklin specified. By
January 1, 1955, this portion of the original sum (less than

$1,200) had grown to $1,191,886. This is about one third of the

amount Franklin anticipated for this period, but an increase of

approximately a thousandfold in 164 years is noteworthy.

The long-term Philadelphia fund, which since 1949 may be

lent at 4 per cent on Philadelphia real estate to "any properly

qualified worker," amounted on January 1, 1954, to $228,529.

The Duke Endowment is an example of temporary accumula-

tion. Its Indenture provided that 20 per cent of income "shall be

retained by said trustees and added to the corpus of this trust as

a part thereof for the purpose of increasing the principal of the

trust estate until the total aggregate of such additions to the

corpus of the trust shall be as much as Forty Million Dollars."

Some funds accumulate through lack of opportunity to spend

them. In 181 6 a Scotsman gave to the city of Philadelphia, for

reasons unknown, the equivalent of $4,000 to create the John
Scott Medal Fund, offering a copper medal and a $20 premium
"to ingenious men and women who made useful inventions."

Some 500 awards have thus far been made, the roster including

such famous names as Edison, Marconi, Orville Wright, Sir

Alexander Fleming, Madame Curie, Nikola Tesla. The permis-

sible cash award was increased to $800 in 191 9 by court action,

and up to $2,000 (though the amount voted has not yet exceeded

$1,000) in 1 92 1. Nevertheless the original $4,000 stood at

$109,617 on January 1, 1954. The John Scott Medal Fund, like

the Philadelphia Franklin Fund, is now under the jurisdiction of

the Board of Directors of City Trusts, City of Philadelphia.
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The Estate of Harry C. Trexler has an accumulation provision

as an investment safeguard, the eleventh clause of Mr. Trexler's

will stating that:

In order to further provide for and protect the various charitable

bequests herein made and to provide for the contingency of losses in

investments made for the benefit of such bequests, I direct that one-

fourth of the net income of such remainder shall be accumulated and
added to the principal of such remainder.

With a few such exceptions, substantially all important modern

foundations spend at least their income. The weight of practice

and of social thinking is clearly against suspension of present

activities in favor of problematical future needs, or the long

gambles of compound interest. If doubts remained, the new
legislation has resolved them.

The Law Against Accumulation

During the period of high taxes beginning with World War II

some individuals and companies ploughed into new foundations

substantial sums of money, spending neither principal nor in-

come. Serious question arose as to whether some of these organ-

izations were serving any social purpose, or merely using their

exempt status for business advantage. The Revenue Act of 1950,

striking out at various abuses, included a provision denying ex-

emption to organizations of the foundation type, whether trust or

corporation, where amounts accumulated out of income in the

current and prior years "are unreasonable in amount or duration

in order to carry out the charitable, educational, or other pur-

pose or function constituting the basis for exemption. . .
.'n

There was general agreement with the intent of this law, but

its indefinite terms caused wide concern. How would "unreason-

able in amount or duration" be interpreted by the Treasury

Department or the courts? Not all the questions are yet resolved,

but these seem reasonable interpretations.

New gifts to the foundation, even though they may come with

some regularity year after year from a living donor or a company,
1 Formerly sec. 3814. Included in the 1954 Internal Revenue Code, sec.

504(a)(1). See p. 398.
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are not accumulations, but additions to corpus. They do not need

to be spent, except perhaps in the probationary first year when
there may be no other income and actual operation must be

demonstrated to secure exempt status.

No foundation is required to spend exactly its income in a

given year. Sometimes the amount of that income is not known
until nearly the end of the year, appropriation dates vary, and

some projects are of a size requiring the income of more than one

year. Voted appropriations are sometimes not wholly spent, or

not spent at all, because of economies in operation or complete

personnel or project failure. Wise spending requires careful

planning; it cannot be done in haste. The Treasury Department

has shown no tendency to apply the accumulation provision if

approximately the total income is spent over a period of years.

A large new foundation would have serious difficulty in organ-

izing an effective program for spending its income in the first

year or two. The Treasury Department has recognized this prob-

lem, and on request has permitted accumulation for a stated

period, sometimes several years, while program is being organ-

ized. A further device is possible. The foundation can "subcon-

tract" some of its spending by making a large grant to another

organization—existing, or set up for the purpose—functioning in

the desired field. The grant constitutes expenditure for the first

foundation, but corpus for the second organization. For example,

the Ford Foundation set up in 1951 the Fund for the Advance-

ment of Education, with a principal sum of $7,154,000. Doubtless

a primary purpose was administrative efficiency, but also this

step permitted the Ford Foundation to record as expenditure the

whole $7 million, plus an additional $9.5 million early in 1952,

while to the Fund for the Advancement of Education these

amounts were corpus, with time to investigate the field before it

need disburse these sums to final recipients. But such subcontract-

ing would amount to accumulation if the parent organization

retains substantial control over the offspring.

Increase in value of a donated asset does not constitute income

or "unreasonable accumulation" in terms of the Code, but be-

comes an addition to corpus. For example, Foundation A is given
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stock worth $i million. Five years later the market value of this

stock is $2 million. Even if the stock is now sold for $2 million

and the money reinvested, this is a capital gain representing

corpus and not "income." Such increases have sometimes been

substantial. For example, The Rockefeller Foundation reported

in 1948 securities with a ledger value of $151 million and market

value of $223 million. In 1952 the portfolio had not greatly

changed, ledger value having risen only to $164 million. But

market value stood at $364 million, a gain of Si 41 million in four

years. Some of this dollar gain, however, does not represent

increase in purchasing power; in the same period the consumers'

price index rose from 102.8 to 1 13.5, an increase of 10.4 per cent.

Financial statements treat such capital gains in a variety of

ways. The Carnegie Corporation of New York in its Report for

T953 carries net capital gains to a depreciation reserve, "not avail-

able for appropriation." A usual procedure is to include both

capital gains and capital losses in the statement of principal

account, excluding them from the income account.

The opposite situation, capital loss, presents more difficult

problems. Presumably a perpetuity which suffers losses may build

back to its original worth from current income. But if Foundation

B was set up in a period of inflation with stock worth $2 million,

when deflation comes and this stock has a market value of only

$1 million, may it accumulate income until its net worth

again reaches the original $2 million? Apparently optimistic

America has considered only rising values; no Treasury decisions

or opinions are available, and presumably a particular situation

would be handled on its individual facts.

Treasury rulings on some of these points have been consoli-

dated in Ruling 54-227:

Sec. 39.3814— 1 of Regulations 1 18 provides in part that ... in

determining the reasonableness of an accumulation out of income
there will be disregarded . . . gains realized upon the sale or

exchange of assets held for the production of investment income (such

as dividends, interest, and rents) where the proceeds therefrom are

reinvested within a reasonable time in property acquired and held

in good faith for the production of income.
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[And, on a particular case] Held, the accumulation by the organ-

ization of its capital gains income and a certain minor part of its

annual dividend and interest income for a period of ten years, or less,

depending upon the extent of gains income, until past invasions of

income producing corpus have been restored, will not be considered

unreasonable in amount or duration within the meaning of section

3814 of the Internal Revenue Code, provided the remaining income
of the organization is distributed to or earmarked for tax-exempt

purposes. 1

One foundation, in its Answers to the Cox Committee question-

naire, pointed to spending controls as potentially one of the

principal difficulties foundations face in achieving maximum
results:

Laws and rules which would discourage prudent practices in

spending and in the establishment of legitimate reserves could be-

come serious difficulties. In prosperous times, foundations should be

permitted, if not encouraged, to build up reasonable reserves for

expenditure in years of less favorable general economic circumstances

rather than be regulated into spending all of each year's income in

the year in which it is received. 2

Whether the Treasury Department would look favorably upon

a long-term policy of accumulating income in prosperous periods

seems doubtful. But the rule against accumulations need not be

feared by the foundation which may fail to spend all its income in

given years but proves its good faith for the longer period.

Perpetuities

Foundations which may spend income but not principal are

perpetuities, endowed with (theoretical) eternal life. Nearly all of

the narrow-purpose trusts and foundations of early history were

of this type. As regards trusts, this is one of the important differ-

ences between private trusts, which generally are limited to lives

in being and twenty-one years, and charitable trusts, which may
be created for an indefinite period, or forever. Corporations,

1 Internal Revenue Bulletin, No. 24, June 14, 1954. Government Printing Office,

Washington, 1954, pp. 23, 22.

2 Louis W. and Maud Hill Family Foundation, Answers to Questionnaire, p. 30.
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whether charitable or noncharitable, are not limited in duration

unless by their own charter.

Many present foundations, particularly those established in

earlier years, are perpetuities. Though history has demonstrated

that perpetuity is a relative term, the idea that a man may in his

lifetime create an instrument that may continuously benefit man-

kind—and be associated with his own name—to the end of time

has an enormous attraction.

In some cases perpetuity may have been unintended ; Edward

A. Filene in presenting certain securities to what is now the

Twentieth Century Fund stated in his Letter of Gift that "the

income . . . shall be applied . . ."; in a later letter he empha-

sized that it was not his desire to make the Fund perpetual and

gave the trustees power, after 1947, "at their discretion to use the

principal as well as the income." 1

In a few cases perpetuity applies to some but not all of the gift.

Mrs. Sage's original gift to Russell Sage Foundation permits the

spending of income only, but the additional sum received at her

death is not so limited. The New York Foundation, with present

endowment of about $16 million at market values, received its

funds through four bequests from 1909 to 1934. Only the prin-

cipal received through the will of Lionel J. Salomon (originally

$2.3 million) is perpetual, the balance being expendable as to

both income and principal as determined by the trustees. The
trust indenture of the M. D. Anderson Foundation provided that

the trustees by unanimous action could spend as much as 25 per

cent of the corpus during a period of twenty-five years after the

death of Mr. Anderson, but upon expiration of that period "the

remaining part of the corpus shall be kept intact and preserved

as a permanent and perpetual endowment fund." 2

Under some circumstances the perpetuity stipulation may be

modified by the courts, through cy pres or similar proceedings.

When the Carnegie Foundation for the Advancement of Teach-

ing found itself unable to meet from income the promised retire-

1 Letters to Trustees dated March 30, 1922 and May 4, 1923, quoted in Cham-
bers, M. M., Charters of Philanthropies. Carnegie Foundation for the Advancement of
Teaching, New York, 1948, pp. 216, 217.

2 M. D. Anderson Foundation, Answers to Questionnaire, p. 2.
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ment allowances for college professors, proposals were at various

times made that it spend its principal. After many years of heated

controversy—Henry S. Pritchett, president of the Foundation,

called the proposals "apparently illegal and highly immoral"—

a

compromise was reached by which under order of the New York

State Supreme Court in 1939 the Foundation was enabled to

spend the $5 million of additional endowment given by Mr.

Carnegie; it also borrowed, without interest, large additional

sums, these borrowings later to be recouped from income. 1

When the larger foundations were asked by the Select (Cox)

Committee whether "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.," a typical response was that of the Cleveland

Foundation:

At the present time the amount of wealth under the control of

educational and philanthropic foundations and comparable organ-

izations would appear to be so relatively small as contrasted to the

total wealth, both public and private, within the United States as

not to indicate any present necessity or desirability of limitation as to

size of such endowments. There may be legitimate difference of

opinion as to the wisdom of perpetual legal life as applied to such

endowments. As is well known, (public) charitable trusts under

American law are deemed to be created in perpetuity. Such is the

case with private corporations also. Presumably the case for un-

limited or perpetual legal life for charitable, educational and philan-

thropic foundations is as valid as that of perpetual legal life for

private corporations. In our opinion, trustees or those in control of

philanthropic endowments should have, at least, limited rights en-

abling them to expend capital funds. 2

Optional Perpetuities

Foundations which may spend principal as well as income at

the discretion of the trustees are sometimes called discretionary

or optional perpetuities. A strong recent trend has been away

from strict perpetuity toward the optional form; a majority of the

1 Savage, Howard J., Fruit of an Impulse: Forty-Five Years of the Carnegie Foun-
dation, 1 905-1 950. Harcourt, Brace and Co., New York, 1953, pp. 180-182, 246-

250.
2 Cleveland Foundation, Answers to Questionnaire, p. 34.
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larger foundations reporting to the Cox Committee were of this

type. 1

The first such provision for a foundation of importance appears

to have been that made by George Peabody in his Letter of Gift

setting up the $2 million Peabody Education Fund in 1867 "to

aid the stricken South." Wrote Mr. Peabody to his trustees, "I

furthermore give to you the power, in case two-thirds of the

Trustees shall at any time, after the lapse of thirty years, deem it

expedient, to close this Trust." 2 This foundation disbursed its

capital, transferring its final balance in 1914 to the John F.

Slater Fund which in turn helped set up the Southern Education

Foundation in 1937.

John D. Rockefeller, Sr., who is reported to have said that

"Perpetuity is a pretty long time," gave the trustees of his foun-

dations the option of spending principal and personally opposed

perpetuity for foundations, as did his son. The Rockefeller Foun-

dation has at various times spent substantial sums from capital,

but in recent years its stock investments have made such large

gains that its assets at market value considerably exceed the

original gifts totaling about Si 83 million. On the other hand, the

Si 29 million Mr. Rockefeller gave the General Education Board

has now been wholly disbursed and this foundation is in final

stages of liquidation.

The Horace H. Rackham and Mary A. Rackham Fund, estab-

lished in 1934 with a capitalization of $14 million, disbursed

substantially all its funds by 1940. Mr. Rackham' s will permitted

expenditure of capital as well as income, and the trustees decided

that "the best methods of conserving the funds at their disposal

would be to provide established agencies with permanent endow-

ments and other facilities." 3

The Juilliard Musical Foundation permits spending of prin-

cipal on the affirmative vote of "two-thirds of all those who shall

1 Kiger, Joseph C, Operating Principles of the Larger Foundations. Russell Sage
Foundation, New York, 1954, pp. 26-28.

2 Curry, J. L. M
. , Brief Sketch of George Peabody and a History of the Peabody Education

Fund through Thirty Tears. John Wilson and Son, Cambridge, 1898, p. 21.

3 Horace H. Rackham and Mary A. Rackham Fund, ig^-ig^o. Published by the
Trustees, Ann Arbor, 1940. Foreword.
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at the time be Members of the Corporation," voting at a special

meeting announced for consideration of such action.

Senator Guggenheim made his foundation of the optional type,

but strongly expressed his preference for perpetuity:

The endowment which I am now making carries with it the

expectation that in the ordinary course it will be kept invested and
the income applied to the corporate purposes, so that the work and
influence of the Foundation will be continuous and permanent; but

no limitation is placed upon the lawful authority of the Trustees and
their successors to apply the principal of the fund, or any part of it,

in case an emergency shall arise which makes a change of policy

advisable in the judgment of the Trustees. We are confident that you
would not use the power to deplete the principal except in a distinct

emergency, and it is our hope that the principal always may be

maintained intact. 1

The capital fund of The A. W. Mellon Educational and

Charitable Trust was set up on an optional liquidating basis. In

1946 the trustees "decided upon a policy of distributing all the

assets of the Trust, both principal and income, for charitable

purposes within the next fifteen years," 2 with provision for time

adjustments either way if required.

Liquidating Funds

In some foundations liquidation, usually within a stated

period, is made compulsory or strongly advised. The case against

perpetuity has been stated by Turgot,3 John Stuart Mill, 4 Hob-

house, 5 and many others, but in recent years most forcefully by

Julius Rosenwald in instructions to his own trustees, in writings,

speeches, and personal advice to fellow philanthropists.

He had a firm belief that the generation which contributed to the

making of wealth should be the one to profit by it. He wrote articles,

1 Simon Guggenheim's first Letter of Gift, March 26, 1925.
2 The A. W. Mellon Educational and Charitable Trust, Answers to Questionnaire,

pp. 7-8.

3 CEuvres. Librairie Felix Alcan, Paris, 191 3, vol. 1, pp. 584-593.
4 Fortnightly Review, London, April, 1869. Also Dissertations and Discussions, vol. 1.

William V. Spencer, Boston, 1865, pp. 28-67.
5 Hobhouse, Sir Arthur, The Dead Hand: Addresses on the Subject of Endowments

and Settlements of Property. Ghatto and Windus, London, 1 880.
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made speeches, and handled his own giving with a view to destroying

the tradition of perpetual trusts and in favor of using funds, capital

as well as interest, while needs were apparent and ideas and enthusi-

asm were fresh and vigorous. He wanted dollars to be spent for clear

needs today rather than left to accumulate until they had multiplied

even a hundredfold for possible uses in the remote future. . . .

Believing that coming generations "will be every bit as humane and
enlightened, energetic, and able, as we are," he was content to let

them care for their own needs, and he held that the best contribution

of a given age was to put the world into as good shape as possible

for those who followed. 1

The Julius Rosenwald Fund was set up "with the understand-

ing that the entire fund in the hands of the Board, both income

and principal, be expended within twenty-five years of the time

of my death." The Fund came to an end in June, 1948; work

remained in various fields of its interest, which it was hoped other

foundations or agencies would carry on. But during the period of

its active life the Fund was able to spend considerably more than

could a perpetuity with similar endowment.

The force of Mr. Rosenwald's arguments and his own example

have had undoubted effect. Senator James Couzens accepted the

Rosenwald philosophy and stipulated that the $ 1 o million endow-

ment of the Children's Fund of Michigan must be spent within

twenty-five years; his actuaries estimated a level expenditure of

$700,000 a year for this period, with total expenditure amounting

to $17.5 million. The Fund was liquidated in 1954, having spent

a total of Si 8.5 million.

The Max C. Fleischmann Foundation of Nevada, a trust estab-

lished in 1 95 1 with a present corpus of about $10 million, to

which will be added another $45 million on final distribution in

1955, "shall be so managed and administered as to insure the

complete disposition of the principal and consequent termination

of this Trust within twenty (20) years after the death of Sarah

Hamilton Fleischmann, the wife of the grantor." 2 The James
Foundation of New York, by express charter provision, must

1 Embree, Edwin R., and Julia Waxman, Investment in People: The Story of the
Julius Rosenwald Fund, Harper and Bros., New York, 1949, p. 17.

2 Article IV of the trust indenture.
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terminate twenty-five years from June 4, 1941, and all of the

funds held by the Foundation are to be distributed before the

expiration of that period. The Houston Endowment, set up in

1937, is scheduled to dissolve in 1987; its articles of incorporation

provide that "this corporation shall exist for a term of Fifty (50)

years from the date of filing these articles of incorporation.

"

The Maurice and Laura Falk Foundation, established in 1929,

is required to spend all of its funds within thirty-five years. The
Samuel S. Fels Fund represents a strong donor-pressure for

liquidation, but short of legal requirement. At the organization

meeting in 1936

. . . Mr. Fels expressed the hope, without imposing any legal

obligation on the directors, that the income and entire principal of

the Fund be used within twenty years from the time of his death. In

1 949 he advised them that this time might be extended from twenty

to thirty or even forty years. 1

TABLE 13. $1,000,000 TREATED AS A PERPETUITY AND AS A LIQUI-
DATING FUND DURING A 25-YEAR PERIOD

Type of fund

With interest at

3 per cent
With interest at

4 per cent
Remaining
at end of

25 years
Available Aggregate
each available in

year 25 years

Available Aggregate
each available in

year 25 years

Perpetuity — principal

remaining intact

Liquidating fund—ex-

penditure level over

25 years

$30,000 $ 750,000

57,428 i,435>697

$40,000 $1,000,000

64,012 1,600,299

$1,000,000

Source: Philanthropic Giving, p. 101.

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 some danger of obsolescence or

ineffectiveness, and the policy of liquidation, making larger sums

available for a brief term. The purely mathematical relationship

is expressed in Table 13.

With principal returning 3 per cent interest, a fund liquidating

in twenty-five years could spend during that period nearly twice

1 Samuel S. Fels Fund, Answers to Questionnaire, p. 5.
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as much as a perpetuity of the same amount. If 4 per cent can be

realized, the relative position of the perpetuity improves. But if

interest rates should decline much below 3 per cent, the per-

petuity might find its income too small for any effective program.

At the close of the quarter century, however, the perpetuity

would have its capital intact, but possibly impaired by a severe

inflation or other catastrophe. The liquidating fund would have

no dollars left, but might bring benefits to later generations by

the "social increment" of its larger initial spending. "Real en-

dowments," said Mr. Rosenwald, "are not money, but ideas." 1

The severe depression of the 1 930's, a general decline in inter-

est rates, current monetary inflation, and growing fears of world

catastrophe have undermined faith in rigid perpetuities. Even

where the donor approves of perpetuity in principle, trustees

should be given limited rights to spend capital under pressure of

changing circumstances.

Types of Investment

The foundation Plato set up for his Academy had for its invest-

ment portfolio agricultural lands and cattle. Modern foundations

are more apt to have their holdings in negotiable paper which

can be stored in a bank vault, but the problems of management
are considerable.

The original holdings are the specific gifts of the donor or the

residue of his estate. In some cases the interests of the donor or his

family are served by discouraging change, or at least rapid

change, in these holdings, as when control of a company is

maintained by bequeathing a large part of its stock to a tax-

exempt foundation, thereby avoiding forced sale in order to pay

estate taxes.

In any event the portfolio is likely to reflect the original gift

for a long period. Presumably those investments represent the

business judgment of the donor, and if income holds up reason-

ably well, boards do not make rapid alterations. The donor

himself may have expressed vigorous opinion on investment

1 Rosenwald, Julius, "Trends Away from Perpetuities," Atlantic Monthly, Decem-
ber, 1930, p. 749.
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policy, or even placed binding restrictions. Stephen Girard, set-

ting up the provisions for Girard College in his will, provided in

Article XX that "so far as regards my real estate in Pennsyl-

vania ... no part thereof shall ever be sold or alienated . . .

but the same shall forever thereafter be let from time to time to

good tenants, at yearly or other rents, and upon leases in posses-

sion not exceeding five years." In this case the restriction turned

out most fortunately; thirty years after his death rich coal veins

were discovered and began to be mined, and the Board of Direc-

tors of City Trusts, City of Philadelphia, now counts the Girard

trust worth about $70 million, in addition to the value of build-

ings already erected. James B. Duke in setting up the Duke
Endowment provided that

. . . said trustees shall not have power to dispose of the whole or

any part of the share capital (or rights of subscription thereto) of

Duke Power Company, a New Jersey corporation, or of any sub-

sidiary thereof, except upon and by the affirmative vote of the total

authorized number of trustees at a meeting called for the purpose,

the minutes of which shall state the reasons for and terms of such sale. 1

These are exceptions. Generally speaking, a major duty of the

trustees is to give constant oversight to investments of the founda-

tion, making such changes as from time to time appear to be

in the interest of the fund and its beneficiaries. This is not an

easy task. It involves many policy questions, such as safety versus

income, investment in "social" enterprises, immediate return or

the long pull, diversification, hedges against inflation, and the

like. Before we discuss some of these issues it may be useful to

examine the holdings of some of the larger foundations, both as

to total amount and, in a few cases, diversification over the years.

Holdings of Larger Foundations

Table 14 lists, in the order of the size of their assets, the 77

foundations believed to be the largest in 1953.
2 Market value of

1 Indenture, The Duke Endowment, Item III.

2 See p. 261 for the derivation of the list, and certain qualifications. Additions to

the $ 1 o million or over category by 1 955 would include the Longwood Foundation,
Moody Foundation, New World Foundation, Fannie E. Rippel Foundation,
Sealantic Fund, United States Steel Foundation, Robert A. Welch Foundation.
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assets was taken wherever available; while this figure is subject to

considerable fluctuation from year to year, ledger value for some

of the older foundations would have been wholly unrealistic. The
assets of these 77 foundations aggregate $3 billion; these few

foundations probably hold more than half the assets of all founda-

tions. Income for this group as a whole amounted to Si 66 million,

and their expenditures $164 million. With some notable excep-

tions, income and expenditures were nearly in balance.

The rate of income based on assets was 5.5 per cent, but this

was due to inclusion in the list of a number of foundations for

which no market value of assets was available; list value was in

many cases unrealistically low. The 41 foundations that gave

market value showed a group average of 4.07 per cent. This may
be regarded as the reasonable prospect for investments of the

foundation type at this time.

The assets concept, borrowed from business practice, has been

continued in Table 14 because comparable data were available

chiefly on this basis. But for foundations net worth would be more

significant. Indeed, assets may be wholly misleading in the case of

a few foundations, usually set up by business corporations, which

have title to heavily mortgaged land and commercial properties.

For example, the Foley Brothers Store Foundation reported in

1955 assets of Si 2. 1 million, consisting chiefly of a store building,

equipment, and land ; but its liabilities, chiefly in interest-bearing

bonds, exceeded assets by $201,232, leaving an actual corpus

deficit. It had the apparently handsome income of $890,333 for

1 954-1 955, but this was offset by expenses of $909,060, largely

for interest, depreciation, tax on real estate, and other items

directly chargeable against income. It made contributions in that

year totaling $6,612. Here the asset item, taken alone, would have

placed this foundation among the first 60 of the country, though

it had in the reporting year no net worth and negligible expendi-

tures. We have arbitrarily excluded from our table of larger

foundations this and several other examples where liabilities

would eliminate assets or reduce them substantially below $10

million. The only included foundation with substantial liabilities

of this sort is believed to be the Houston Endowment, with
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TABLE 14. ASSETS, INCOME, AND EXPENDITURES OF 77 LARGER
FOUNDATIONS IN 1953

Dollar figures in thousands

Foundation
Date

founded
Asset

rank
Assets

Income
from
assets

Expendi-
tures

Total $3,013,^61 $i6cj,Qq6 $163,681

Altman Foundation 15 1913 61 11,967 L 256 389
Anderson (M.D.) Foundation 1936 21 31,966 M i,375 2,488
Association for the Aid of Crippled

Children 1900 44 i5,5°6 M 55o 745
Avalon Foundation 1940 24 28,447 M 1,071 1,125

Beaumont (Louis U.) roundation J 933 38 16,829 L 9*4 972
Benwood Foundation 15

1944 70 9,466 L 982 844
Board of Directors of City Trusts

(Philadelphia; 1 009 9 7°> l65 L 4,659 4,5° 1

Boettcher Foundation !937 63 1 1,584 M 5i7 496
Bok (Mary Louise Curtis) roundation I93 1 72 8,93! M 366 382
Buhl Foundation 1927 52 L 693 651

Callaway Community Foundation 15

1943 46 14,540 L 1,236 !,°59

Campbell (John Bulow) Foundation 1940 68 9,974 M 436 309
Cannon Foundation 1948 7i 9,236 L 565 633
Carnegie Corporation of New York 1911 3 196,007 M 7,572 4,957
Carnegie Endowment for International

Peace 1910 3° 20,004 M 5 r 4 595
Carnegie Foundation for the

A /-ItTonrpTin pnt /-\t I P*cs/"*r"ilT"*f~r/\QVoIlCCIIlCXlL UI X CdCIlIIig r 9°5 40 1 4,205 5°3 J ,749
OoyMPrriA T Y"*af*i I"! *~*T1 /""*T lA/ ilC rll fl 0"t"f*T"li^arncgie inoiiiuiKjii %ji vvdoiiiiigLuix 1 902 I

O

°5, 100 T C\11l >977 ^956
r^csr-t^r* f A mr»n \ T^m l V)H ?J tion° T f\A C ^8 T 1 O.A K L 1 016 646
tf^hir^o-n f^ommi irsitv TriKt 60 I 2 OQQ L 481 6q 1
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Cleveland Foundation 1914 of,3° 17,702 L 640 57 1

Commonwealth Fund 1910 7 96,308 M 3,79° 3,4a5
Cullen roundation *947 75 4,622 L 9 11 ^249
Danforth Foundationd 1927 73 7,°°3 L 1,089 1 4.0

Donner Foundation J 945 5° to a a(-\ L 733 594
Duke Endowment 1924 5 I 00,000 L 6,800 5,5°7

El Pomar Foundation 1937 22 3^290 M 562 736
Falk (Maurice and Laura) Foundation 1929 67 i°,745 M cc .004 i_i_0

778
Fels (Samuel S.) Fund c

1936 5 1 13,296 M 3 r 5 575
j? ieia r ounQdcion T CIA Oiy^u M 10 1

Fleischman (Max C.) Foundation of

Nevada I95 1 69 9,607 M 404 1,825

Ford Foundation r 936 I 520,232 L 48,248 46,860

Ford Motor Company Fund 1949 39 16,459 L 323 4,625

General Education Board I903 77 884 M 480 4,031

Guggenheim (John Simon) Memorial
1,198Foundation 1925 20 31,992 L 1,192

Hartford (John A.) Foundation* 1929 76 3,680 L 1,706 377
Hayden (Charles) Foundation 1937 12 56,124 M 2,OOI 3,084

Higgins (Eugene) Scientific Trust 1948 19 37,072 M 1,187 i,i59
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TABLE 14. ASSETS, INCOME, AND
FOUNDATIONS IN 1953

EXPENDITURES OF 77 LARGER
- {Continued)

Dollar figures in thousands

Foundation
Date

founded
Asset

rank
Assets

Tnromp
from
assets

Expendi-
tures

Hill (Louis W. and Maud) Family
Foundation *934 32 $i9>952 l $763 $577

Houston Endowment J 937 3 1 20,039 L 2,1 2D I,6l7

Hyams (Godfrey M.J lrustD 1921 65 11,401 L 692 837
James Foundation of New Yorka

.
e

1 941 l 5 47,720 M 1,829 2,412

Juilliard Musical Foundation 1920 37 I7,l62 L 574
_ O
548

Kaiser (Henry J.) Family Foundation 1948 45 L 58 15
Kellogg (W. K.) Foundation 1930 4 I09,8l2 M 4,166 4,252
Kresge Foundation 1924 8 86,233 M 4.338 4,004
Kress (Samuel H.) Foundation 11 1929 74 6,017 L 2,738 2,575
Ladd (Kate Macy) Foundation 1946 49 13,972 M 552 369
Libbey (Edward Drummond) Trustees 1925 42 I5.729 L 670 670
Lilly Endowment 1937 13 53>856 M 1,851 i,939

Macy (Josiah), Jr. Foundation 1930 28 22,856 M 73o 486
Markle (John and Mary R.) Foundation 1927 26 25,132 M 965 898
Mayo Association J 9i9 i7 43,478 L 4,890 1,711

Mellon (A. W.) Educational and
Charitable Irust 1930 16 43,6l2 M 1,293 2,251

Aril / "D * 1„ J If Z \ T7 _ 1 „ .
•

Mellon (Richard King) roundation 1947 33 19,891 M 779 537
Milbank Memorial Fund 1905 47 14,452 M 638 616
Miner (William ti.) roundationa 1923 54 13,082 L 1,684 1,687
Mott (Charles Stewart) roundation 9. 1926 40 16,321 L 965 1.927
JNeison (William Rockhill) Irust 1926 64 I 1,500 L 450 450
New York Community Trust 1923 29 21,423 M 775 1,121

New York Foundation I909 53 13,030 M 580 607
Noble (Samuel Roberts) Foundation 1945 59 12,171 L 1,024 534
Old Dominion Foundation I 941 34 19,268 M 735 i.35i

Olm roundation 1938 14 52.53 1 M 2,129 1,094
Few Memorial Foundation -

45 1948 6 104,987 M i,i97 1,136
Research Corporation 1912 56 12,473 M 1,494 998
Reynolds (Z. Smith) Foundation 1 0^6 27 2A.8q'7 L I . I OQ
Rockefeller Brothers Fund 1940 1

1

59.785 L 402 1,21 I

Rockefeller Foundation 1913 2 318,229 M 17,586 14,523
Sage (Russell) Foundation 1907 41 l6,26o M 600 490
Scaife (Sarah Mellon) Foundation 1 941 62 11,928 M 425 597
Sloan (Alfred P.) Foundation 1934 18 38,188 M 2,121 2,532
Surdna Foundation* 1917 35 18,163 L 1,296 1,020
Trexler Foundation 1934 55 12,892 L 586 481
Twentieth Century Fund 1919 66 10,876 M 55 1 723
Volker (William) Fund 1932 43 15,643 L 926 767
Woodruff (Emily and Ernest) Foundation 13 1938 25 27,826 L 1,108 607

a From Form 990-A, 1953. d From Form 990-A, 1950. l Ledger value.
b From Form 990-A, 1952. e Market value from other m Market value.

From Form 990-A, 1 95 1 . sources.

Source: Russell Sage Foundation survey for National Science Foundation, except as noted.
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reported assets of about $20 million, and "bonds, notes, and

mortgages payable" of $10.9 million, making its inclusion a

borderline case.

Income for purposes of Table 1 4 is defined as income from in-

vestments. Profit or loss from security transactions, or income in

the form of new gifts, is not included.

Investment Policy

Investment policy is subject to constant change. Reasons for

these changes are later discussed, but it may be instructive to

examine here the record of a small group of foundations for

selected years— 1928, the height of the prosperity period of the

golden twenties; 1940, at the end of the depression and just

before our entry into World War II; and 1953.

Mortgages never represented a large proportion of the invest-

ments of these foundations, and the trend appears to have been

downward. In 1928 bonds were highly regarded as safe invest-

ments offering regular and relatively high income, and made up

the largest portion of the portfolios of most of these foundations.

A notable exception is The Rockefeller Foundation, which has

steadily held common stocks, with much of its investment in oil.

A pronounced swing toward common stocks had taken place

among most of the other foundations by 1953. The only founda-

tion with a substantial proportion of assets not in these categories

was Russell Sage Foundation, which in 1940 owned a large

double building partly self-occupied and partly rented to other

social agencies and also found itself possessor of some other real

estate as a result of depression-defaulted mortgages.

The Finance Committee

To take active charge of investments and related problems

most foundations appoint a finance committee of from three to

five members, including usually the treasurer, any bankers or in-

vestment experts who may be on the board, and the president as

a member ex officio. Since this committee meets frequently and,

in an upset or lively market, may need to act speedily, it is

advisable to have a majority of its members located in the same
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city as the foundation's headquarters. Members of this committee

empowered to sign checks or handle securities should be bonded,

as should be any members of the paid staff with similar responsi-

bilities.

Since a finance committee usually includes persons with bank-

ing or other financial connections, some of the foundation's ac-

counts or financial transactions may involve firms with which

these persons are associated. This is not objectionable provided

all transactions are at arm's length and are performed at prevail-

ing rates. Exempt status would be jeopardized if it could be

shown that any part of the net earnings "inures to the benefit of

any private shareholder or individual." 1 Certain "prohibited

transactions," usually involving the donor or members of his

family, are discussed later in this chapter.

Investment Services

In addition to a finance committee of the trustees which sets

policy, many foundations hire outside financial help, ranging

from simple custodial services to investment counsel and com-

plete financial management. Fees for custody services are quoted

by one bank at 5 cents per share per annum on the first 10,000

shares of stock, and 2.5 cents per share for all over 10,000; for

bonds, $1.00 per $1,000 par value per annum on the first

$500,000, 75 cents per $1,000 on the second half million, and 50

cents per $1,000 over $1 million. There is a minimum fee of $50

but not less than $4.00 per issue per annum, and a charge for

additional receipts and deliveries during the year; an annual

statement of securities is furnished.

Investment counsel is offered by banks, investment services,

and some brokerage houses. Fees are usually by agreement, and

the range is wide, depending upon size of the corpus involved, its

complications, and the reputation of the service. In a few cases

brokerage firms offer such advice free provided they handle the

brokerage account. Whether this is an eventual economy or an

invitation to frequent changes in portfolio and investment in

issues promoted by that house will depend on the firm involved.

1 Internal Revenue Code, sec. 501(c)(3).
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One New York bank1 charges for investment service, including

custody of securities, a fee of 0.4 per cent on the first $300,000 of

principal, 0.3 per cent on the second $300,000, and 0.2 per cent

on all amounts over $600,000. This results in an annual fee of

0.29 per cent on $1 million capital; 0.209 per cent on $10 million

capital. It is not unusual for a foundation of substantial size to

budget from $5,000 to $50,000 or more for financial advice and

service.

One group of foundations experimented with cooperative in-

vestment. In 1927 the Carnegie Corporation of New York,

Carnegie Endowment for International Peace, Carnegie Founda-

tion for the Advancement of Teaching, Carnegie Institution of

Washington, and Teachers Insurance and Annuity Association of

America set up a cooperative investment service, later dignified

as an "Office," for advice on investments (decisions remained

with the respective finance committees) and jointly contributed

to its costs. This Office continues, though in more recent years the

Corporation and the Foundation have been served by J. P.

Morgan and Co. as financial advisers.

Trustees^ Fees

Fees for the trustee, where full financial responsibility is as-

sumed by the trust department of a bank or by one or more
individuals, are too complicated for full discussion here. Many
states establish no statutory fees, but set up a standard of reason-

ableness within which agreements may be made between the

principal parties, with right of appeal to a court. Where fees are

established by law, as in New York State, these fees are obligatory

only in testamentary trusts or in inter vivos trusts where no agree-

ment (for either higher or lower fees) has been concluded.

In New York State, where the statutory fees are somewhat

lower than in many other states, the trustee's commission on a

fund not a perpetuity is the sum of three elements: (a) an annual

commission on income of 6 per cent on the first $2,000, 3 per cent

1 The Hanover Bank, from which most of the New York State data quoted in this

section were obtained.
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on the next $10,000, and 2 per cent on the balance; (b) an annual

commission on principal of o. 1 per cent on the first $50,000, 0.045

per cent on the next $350,000, and 0.03 per cent on the balance;

(c) a receiving and paying commission on the principal of 6 per

cent on the first $2,000, 3 per cent on the next $10,000, and 2 per

cent on the balance, payable half on inception of the fund or at

first accounting, and half on termination. As an example, let us

assume a fund of $1,000,000 yielding 4 per cent, or $40,000 a

year. In all years the trustee receives under provisions a and b

$1,367.50, or about 3.4 per cent of the income. In both the first

and the final year the trustee receives in addition, under pro-

vision c, $10,090. If there is more than one trustee, each co-trustee

is entitled to a full commission, subject to certain top limitations.

For a perpetuity there are no commissions on principal, but

the rates on income are higher, amounting to 7 per cent on the

first $2,000 and 5 per cent on the balance of income collected

yearly. For the same $1,000,000 fund treated as a perpetuity, the

trustee would receive $2,040 annually, which is slightly more

than 5 per cent of income, or 0.2 per cent of principal.

Such statutory rates are often changed by agreement. In com-

munity trusts where participating banks may be custodians of a

number of small funds, either held separately or in a composite

fund, the minimum fee may be omitted, or the greatly higher

rates applying to initial small amounts may be avoided through

treating the whole as one larger fund. A one-third abatement is

often granted where the donor or his agents take full responsi-

bility for management of the fund.

On the other hand, the newer corporation foundations present

an opposite problem from the standpoint of fees. Since they are

not measured by a life or lives they are legally perpetuities, and

therefore exempt from fees on principal. Characteristically,

toward the end of the business year they receive large sums, most

of which are disbursed early the following year. Such a founda-

tion has very little investment income on which fees are collecti-

ble, but may involve many individual check disbursements. In

some such cases agreement has been reached on a special fee of

0.25 to 0.5 per cent on receipt of corpus.
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Security vs. Higher Income

A high degree of security in an investment is usually accom-

panied by a low rate of income, while if larger income is sought

in order to support current program, the principal itself may be

endangered. This inevitable dilemma faces every board of

trustees in making the most of its endowment.

Tradition has favored conservative policies. Trustees are aware

of the storm of criticism that would fall upon them if principal

were severely impaired through unfortunate investment. The
social losses of a program suffering from anemic income are less

obvious. "A balance sheet which shows full maintenance of assets

in dollars is often regarded as sound, even when its showing in

terms of real value is appalling." 1 In this area the trustees' dual

responsibilities in conserving funds and directing disbursements

are in a conflict that must be compromised.

The conservative position does not lack supporting evidence.

All the "perpetuities" of ancient times have sooner or later been

wiped out. The Julius Rosenwald Fund, which in the 1930's had

its investments chiefly in common stock of Sears, Roebuck and

Company, found itself in severe straits in the depression, when
Sears stock dropped from close to $200 per share in 1928 to a low

of less than $10 in 1932, with complete suspension of dividends.

If it had met all its pledges, made when the market was high,

with cash and on time, the Fund would have been wiped out.

But fortunately

—

In careful financial arrangements to meet this crisis, sister founda-

tions helped generously. The General Education Board gave a num-
ber of emergency grants to Negro schools and colleges, thus making
possible postponement of payment on the Fund's current pledges

without hardship to the institutions concerned. The Carnegie Cor-

poration, long interested in library service, appropriated a total of

two hundred thousand dollars in 1932 and 1933 to support the pro-

gram of library extension in southern counties. By agreement with

the beneficiaries, interest rather than capital was paid on large

pledges, and payments for current expenses were spread over a

longer period than originally planned. These measures enabled the

Fund to meet all its pledges and to continue active work for another

1 Tear Book No. 53, 1953-1954- Carnegie Institution of Washington, 1954, p. 3.
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sixteen years. Following this experience the Finance Committee
regularly sold securities sufficient to cover all commitments for

eighteen months in advance. 1

Severe as were the results of the depression, foundations in this

country have not experienced the devastating effects of a drastic

inflation or a lost war. Edwin Walter Kemmerer2 has cited a few

examples from Europe after World War I. The Pasteur Institute

found its endowment reduced to less than 40 per cent of its pre-

war total. The Theresian Academy in Vienna, worth $1,600,000

in 1 914, found its assets valued at Si 12 after stabilization. Dr.

Stroof, of Germany, died in 1921 leaving 7,821,000 marks to the

University of Frankfurt; on December 18, 1933, this endowment
was worth less than .00001 mark in gold. The Rothschild -

Goldschmidt Endowment of the University of Frankfurt, estab-

lished in 1 91 3 with a capital sum of one million marks, was listed

in 1929 at 1.32 marks.

Perhaps in this age of the atomic and hydrogen bomb Amer-

ican foundations also may need to consider security in terms of

possible catastrophe. Far short of that extreme, in recent years the

realization has spread that the traditional bonds and similar

securities which preserve dollar values have their own dangers.

Vannevar Bush, president of the Carnegie Institution of Wash-

ington from 1939 to 1955, said some years ago:

It is incorrect to believe that one can invest in a bond which has

almost no risk, governmental or otherwise, and enjoy an income

therefrom. One can receive dollar income, true, but in the long run

the purchasing value of the whole, principal and accumulated in-

come, will remain unchanged if the trends in purchasing value of the

dollar which have persisted for fifty or seventy-five years continue, as

they probably will, even if they do not become accelerated. 3

Moreover, interest rates on bonds and similar securities have

suffered a long-term decline of serious proportions. Table 16

presents the investment experience of the Carnegie Corporation

1 Embree and Waxman, Investment in People, pp. 206-207.
2 "Endowments in Jeopardy," Atlantic Monthly, December, 1937, p. 729.
3 "Human Enterprise," Proceedings of a Convocation of the Cooper Union,

November 2, 1949.
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of New York over a 41 -year period. The experience here repre-

sented may be roughly typical. Table 15 has presented evidence

that most of the sampled foundations concentrated on the safer

bonds, mortgages, and preferred stocks into the logo's, and

doubtless suffered similar reductions in income yield. Then a

pronounced swing toward common stocks—equities rather than

dollars—occurred, with substantial improvement in income.

Some shift in this direction has seemed wise; how wise, only the

future can determine. When much of the portfolio is in common
stocks not only is the principal in somewhat greater jeopardy, but

income may be subject to great fluctuations.

TABLE 16. INCOME AND YIELD PER GENT ON INVESTMENTS OF THE
CARNEGIE CORPORATION, AT TEN-YEAR INTERVALS

Year
Endowment
and legacy

Reserve Income
Yield

per cent

1912-1913
1922-1923
1 932-1 933
1 942-1 943
1 952-1 953

$125,000,000
125,000,000
i35>337>ooo
i35>337>ooo
i35>337>000

$ 2,670,000
8,659,000

22,708,000

3°>373>000

35 5
522,ooo

$6,018,000

6,934,000
7,105,000
4,470,000

7>359>000

4.7
5-2

4-5
2-7

4-3

Source: Reports of Carnegie Corporation of New York.

The Grant Foundation, with more than half of its assets in

stocks, has been establishing a contingent reserve toward meeting

this problem:

It is the intention of the Foundation to accumulate a reserve by
appropriations from income until the aggregate thereof totals ap-

proximately a normal year's income. This is for the purpose of per-

mitting reasonable continuity of operations and grants during a

period when income may be reduced. 1

The trustees review this reserve "at least annually ... in the

light of reasonable operating requirements and current condi-

tions."

Social Policy in Investments

Foundation investments may need to be considered from

aspects other than safety and income. For example, should a
1 The Grant Foundation, ig$i and ig^2. New York, p. 49.



n8 PHILANTHROPIC FOUNDATIONS

foundation make investments for social betterment which them-

selves produce income, as perhaps a housing development, in

distinction from investments in securities intended to produce

income alone? The question was foreseen and a policy established

for one foundation as early as 1907.

I realize that investments for social betterment, even if producing

some income, may not produce a percentage as large as that pro-

duced by bonds or like securities, and that the income of the Founda-
tion might be therefore diminished by such investments. On the

other hand, if I fail to give the Foundation powers in this respect it

may be unable to initiate or establish important agencies or institu-

tions. I decide to authorize the trustees of the Foundation to invest

the principal of the fund, to the extent of not more at any one time

than one-quarter1 of its entire amount, directly in activities, agencies,

or institutions established and maintained for the improvement of

social and living conditions, provided that such investments shall, in

the opinion of the trustees, be likely to produce an annual income of

not less than three per cent.2

Many foundations have followed a somewhat similar policy.

The many student loan funds, where interest is charged and a

substantial effort is made to secure the return of the principal,

may be regarded as a very common example of combining

philanthropy and investment.

The Rockefeller Foundation, however, "has consistently ad-

hered to the policy of declining to make gifts or loans to indi-

viduals, to invest in securities which have a philanthropic rather

than a business basis, to assist in securing patents or aiding

altruistic movements which involve private profit. . .
." 3

Certain other types of investment are unwise, not for financial

reasons, but because of effects on the foundation program or

reputation. Obviously, no investment will be made in a business

or enterprise generally regarded as antisocial. Also, any operating-

foundation having investments in, or whose executives have in-

vestments in or derive profits from, a business which is a subject

1 Later increased to one-half.

2 Letter of Gift to the Trustees of Russell Sage Foundation, from Margaret Olivia

Sage, April 19, 1907.
3 Vincent, George E., A Reviewfor ig22. The Rockefeller Foundation, New York,

1922, p. 51.
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of its surveys is in serious danger of having the objectivity of its

findings challenged.

Voting Rights

The sharp swing to common stocks for investments raises a

fresh problem. As foundations increase common-stock holdings,

which involve voting rights, they may acquire a substantial voice

in the business, personnel, and social policies of those companies;

what are their responsibilities?

Some foundations evade the severer aspects of this question by

avoiding substantial holdings in any one company—though the

primary purpose of such a policy may be safety through diversifi-

cation. In 1932 the Carnegie Foundation for the Advancement of

Teaching decided on a policy that "no security should be held in

an amount of over half a million dollars without special authori-

zation," 1 but without disturbing present holdings. The Carnegie

Corporation of New York reported to the Select (Cox) Com-
mittee to Investigate Foundations:

We have two self-denying ordinances which are not required by
law. They just seem to us to be consistent with what I think is known
as the doctrine of the prudent man. We will not put more than 5 per

cent of our total investment in common stocks into any one business

corporation or stock. Conversely, we will not hold in our portfolio

more than 1 per cent of the stock of any single business corporation. 2

In Ontario Province, Canada, the 1950 Charitable Gifts Act

limits to 10 per cent a charitable trust's holdings in any business. 3

In the absence of such legislation in the United States, founda-

tions in recent years have become owners of substantial blocks of

stock, and sometimes effective control, in many businesses. No
broad survey has yet disclosed how this new responsibility is

being discharged. Many foundations appear to "vote with the

management" under ordinary circumstances. Others, particu-

1 Savage, Howard J., Fruit of an Impulse: Forty-Five Years of the Carnegie Foun-
dation, 1 905-1 950. Harcourt, Brace and Co., 1953, p. 314.

2 Hearings, p. 353.
3 For discussion of the political background of this legislation see Taylor, Public

Accountability of Foundations and Charitable Trusts, Russell Sage Foundation, New York,
l 953> PP- 109-111.
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larly where the holdings are relatively small, do not return their

proxies. But if the voting power of nonprofit institutions—schools

and colleges, health, welfare, and religious agencies as well as

foundations—continues to increase, such agencies may have to

face realistically their responsibility to use their new power both

toward efficient business management and for the general wel-

fare, since their funds are public in character.

Prohibited Transactions

Control through voting stock may or may not be involved in

another class of transactions—those which divert substantial

income or corpus from the foundation to the donor, his family,

or related interests. Some of the pseudo-foundations set up
primarily for tax purposes during the war period indulged in

practices of this sort. To stop this abuse the Revenue Act of 1 950
specified a number of "prohibited transactions," and these have

been carried without change into the 1954 revision of the Code.

Tax exemption is forfeited if the organization

—

(1) lends any part of its income or corpus, without the receipt of

adequate security and a reasonable rate of interest, to;

(2) pays any compensation, in excess of a reasonable allowance for

salaries or other compensation for personal services actually ren-

dered, to;

(3) makes any part of its services available on a preferential basis to;

(4) makes any substantial purchase of securities or any other prop-

erty, for more than adequate consideration in money or money's

worth, from;

(5) sells any substantial part of its securities or other property, for

less than an adequate consideration in money or money's worth, to;

or

(6) engages in any other transaction which results in a substantial

diversion of its income or corpus to;

the creator of such organization (if a trust) ; a person who has made
a substantial contribution to such organization; a member of the

family (as defined in section 267(c)(4) ) of an individual who is the

creator of such trust or who has made a substantial contribution to

such organization; or a corporation controlled by such creator or

person through the ownership, directly or indirectly, of 50 percent or

more of the total combined voting power of all classes of stock
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entitled to vote or 50 percent or more of the total value of shares of

all classes of stock of the corporation. 1

Taxation of Business Income

Before passage of the Revenue Act of 1 950 many private foun-

dations, universities, churches, and other philanthropic organiza-

tions received invitations to take over the real-estate holdings, or

all the assets, of business enterprises, and some did so. In a few

cases the business enterprise itself was reorganized as a founda-

tion, with income irrevocably assigned to a charitable use. It was

assumed that in either case the income of the business operation

would escape the federal income tax on corporations, since an

early decision of the United States Supreme Court had made the

question of tax exemption hinge upon ultimate use of funds, not

their source.

Although this transfer of business profit (including the taxable

portion of such profit) to charitable purposes was then within the

law, it was capable of severe abuse. No provision required pay-

ments to the ultimate beneficiary at any given time. The favored

tax-free enterprise could rapidly accumulate a large surplus for

expansion or for its creator to "borrow" on convenient terms for

other ventures. Complicated leasebacks on real property, inflated

salaries, and other abuses were possible, and serious losses of tax

revenue threatened. This also the 1950 Act endeavored to correct

through involved provisions on Supplement U income.

In general, tax exemption is denied on income in excess of

Si,000 of a business enterprise not "substantially related" to the

organization's tax-free activities, and the regular corporate in-

come tax and surtax (individual rates apply on trusts) is levied on

certain previously exempt organizations which are in the nature

of business corporations but devote their income to a philan-

thropic purpose. New regulations apply to long-term leases, tax-

ing the income from such leases as "unrelated business income"

under certain conditions.

This regulation does not apply, of course, to income from

stocks, bonds, and investments generally. It does not even apply

1 Internal Revenue Code, sec. 503(c).
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to business operations of the foundation itself where they are

substantially related to its exempt purposes. For example, a

foundation may publish and put on sale the results of a research

study; even on the remote chance that a profit is realized, the

activity is clearly related to the foundation's exempt purposes.

But if a foundation takes over an office building through mort-

gage default and begins to operate it, or for any other reason

actually conducts an unrelated business, then it becomes liable

for the usual corporation tax on profits exceeding $1,000 derived

from such enterprises; exemption on its remaining income is not

affected.

Appropriations

The voting of appropriations may be reserved for an annual

meeting, may be spread over quarterly or monthly meetings, or

sometimes is exercised at still more frequent intervals by an

executive committee, usually with subsequent approval by the

full board.

Timing is often troublesome, particularly for the perpetuities,

which may spend only income. Where a substantial proportion of

principal is invested in common stocks it is unsafe, as the Julius

Rosenwald Fund discovered, to appropriate against the year's

anticipated income, or even its paper principal. On the other

hand, to appropriate only against accumulated income may re-

sult in missing some promising opportunities and piles up a cur-

rent surplus that might be questioned under the rule against

unreasonable accumulation. The problem may be further com-

plicated by a need to make a fairly long-term commitment,

guaranteeing to an agency or study group a certain income for

perhaps three to five years. These problems are less severe for the

optional perpetuities and liquidating funds which, being under

no legal necessity to preserve principal, can appropriate against

estimated income and make any necessary adjustments from time

to time.

Foundations handle the long-term commitments they some-

times need to make in a variety of ways. Some of them notify the

recipient in writing of the commitment but charge against the

current year only the amount payable in that year. Such a prac-
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tice presents dangers to the rigid perpetuity in case income drops

severely or some catastrophe occurs.

To avoid such difficulties other foundations set aside the total

appropriation when first voted, carrying the successive balances

in future years as appropriated but unpaid. The Ford Foundation

on one occasion segregated an appropriation even to the extent

of paying interest to the beneficiary on the unpaid balances. This

effectively removes the whole amount from invested capital, but

sets up bookkeeping nightmares. The Carnegie Corporation of

New York charges most grants to the income of the year in which

voted, but has trustee authorization to operate on a five-year

budget provided that charges against future income shall not

exceed one half the total estimated as available for appropriation

in those years.

The Alfred P. Sloan Foundation has one commitment of

$400,000 annually to the Sloan-Kettering Institute for Cancer

Research for an indefinite period, cancelable on five years' notice.

It sets up on its financial statement the sum of $2 million for the

Institute, representing the firm commitment for at least five years.

Sometimes an appropriation is for a specific project with com-

pletion date uncertain, payments to be made against approved

expenditures on a monthly basis within an agreed total. In this

case the maximum agreed total is usually appropriated, with

reappropriation of the unexpended balances in future fiscal years,

until the project is completed or abandoned. Any final balance

is returned to the income account.

The periods when appropriations are voted should be con-

sidered carefully, both as to frequency and time of year. However
convenient it may be for the trustees to vote appropriations at the

close of their fiscal year, this may work severe hardships on

recipients and the program. Not infrequently projects of the sort

that foundations finance involve a year or more of work by a

team including university personnel. The shortage here is of com-

petent men rather than funds. Competent men do not usually

pass up attractive teaching contracts on the chance that some

months later a grant may be forthcoming for an interesting

assignment. Unfortunate timing may lose the essential man or

delay the project until another year.
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Emphasis thus far has been on policies that ensure income

adequate to cover the voted appropriations. In the experience of

many foundations the more severe difficulty is spending substan-

tially the whole year's income by the year's end. Finding and

helping design worthwhile projects are tasks beset with disap-

pointments and delay. Even where the total anticipated income is

appropriated, the year may close with not more than half of this

sum actually disbursed. Projects almost always take longer to

organize than their sponsors believed possible. Individuals essen-

tial to a project become ill or die, and sometimes agencies them-

selves collapse and whole projects must be abandoned. This prob-

lem of unexpended appropriations is more severe for the operat-

ing foundation than the one solely devoted to grant-making, but

it affects both.

Experience of the Twentieth Century Fund over the 12-year

period 1943-1954 is illustrative. In all years voted appropria-

tions greatly exceeded income, usually by at least 50 per cent and

in several years by 100 per cent or more. However, actual ex-

penditures fell far below the appropriated amounts in every year,

and for the whole period approximately equaled the income. It

should be added that in the case of this Fund the accounting

practice is to include in a given year the total amount of any new
appropriation even if it is expected to extend over three or four

years, and to reappropriate unexpended balances of previous

project appropriations; the appropriation figure corrected for the

amounts not expected to be disbursed within the year would be

much closer to anticipated income. A similar analysis extended

over a period of years would be helpful to other foundations in

arriving at realistic budgets.

Financial Reporting

Chapter 12 deals at length with reporting and publicity, but

some mention should be made at this point of financial reporting.

All foundations are required to make certain financial reports to

the federal Internal Revenue Service, and in a few states financial

reports of varying degrees of completeness are required from non-

profit corporations or charitable trusts, or both.
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Foundations exempt under Section 501(c)(3) of the Internal

Revenue Code are required to file annually a financial report on

Form 990-A. 1 This is a four-page form, of which pages 1 and 2

are forwarded to Washington while 3 and 4, duplicating most of

this information, are retained in the office of the district director

of internal revenue, where they are open to public inspection.

Both portions disclose for the given year the gross income, ex-

penses attributable to gross income, disbursements from income

or principal for the exempt purposes, any accumulation of in-

come, and include a balance sheet. 2 The nonpublic portion of the

return also records additions to corpus and requires certain infor-

mation on organization, activities, and financial transactions

with the donor, his relatives, or a controlled corporation.

Trusts claiming charitable deduction under Section 642 (c) are

required to file Form 1041-A, which is in most respects similar

to Form 990-A.

State legislation requiring financial reporting from either

charitable trusts or foundations is the exception rather than the

rule, but occurs in several states and further bills are pending.

In addition to required reporting to governmental bodies,

most large foundations issue annual reports covering both activi-

ties and finances, making these widely available to the interested

general public. The present extent of such reporting is described

in Chapter 12. A good financial report will include a balance

sheet with detailed statements of income, disbursements, and the

principal account. A full listing of investments should be included

at least periodically. All financial statements should be attested

by certified public accountants.

Finally, the treasurer, comptroller, bursar, or other official

having financial responsibility will need to prepare for the

trustees and officers of the foundation detailed reports on current

operations, including forecasts of income and expenditure for the

periods ahead. Such reports should be furnished to the trustees

in advance of every regular meeting, and in many foundations

they are a monthly routine.

1 Foundations with unrelated business income must also file Form 990-T.
2 Reproduced in Appendix F, pp. 436-439.



CHAPTER 5

The Professional Staff

It HAS BEEN pointed out that a foundation's

powers reside wholly in its board of trustees, who usually are un-

paid and can devote only a fraction of their time to its affairs.

Larger foundations, and some of the smaller ones, must therefore

employ a paid staff, whose duties range from the merely clerical

to the highly professional. How should members of such a staff be

selected? What tasks do they perform? Is there danger, as the

Special (Reece) Committee to Investigate Tax-Exempt Founda-

tions has alleged, that the trustees will function as absentee land-

lords, delegating their duties and responsibilities to the paid

employees?

Needs of the Small Foundation

In these days when lists of foundations are printed and their

annual reports are open to public scrutiny at the offices of the

district directors of internal revenue, nearly every foundation,

even if its funds are small and wholly committed, is bombarded

by a steady barrage of appeals for funds and grants in aid. A few

hardy foundations make no reply; but they are likely to find the

more persistent applicants following up with telephone and per-

sonal calls on the president and other trustees. It is better to

reject unsuitable appeals with an explanatory letter, both as a

matter of courtesy and in the hope of avoiding further assaults

from the same source.

126
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A part-time secretary is a minimum requirement for nearly all

foundations. This secretary handles routine correspondence in

accordance with voted policies, submits to the executive commit-

tee or the full board any proposals that could possibly be con-

sidered, and may keep simple books. In some family foundations

the donor's personal secretary performs these functions without

cost to the foundation, but a reasonable charge for such services

is a proper expense item.

Where funds are somewhat larger and not wholly committed,

the services of such a secretary broaden. He or she may screen

out the appeals clearly beyond the scope of the organization,

perhaps advising the applicant of other more hopeful sources of

funds; may help shape up applications which do fall within the

interests of the foundation; and in some cases may suggest or help

develop projects, and handle details of payments and follow-up.

Some small foundations have found professional assistance

possible. They have employed on a part-time basis a person ac-

quainted with the welfare needs of their community, or active in

the particular professional field of their interest. Officers of com-

munity trusts, councils of social agencies, or of individual volun-

tary agencies, and retired foundation officials or professional men,

are among those so employed. The problem is to obtain the requi-

site grade of professional help at a cost commensurate with a

limited budget.

Special Needs of Community Trusts

Community trusts are from some points of view aggregates of

small foundations. This offers administrative advantages over

individual small funds, but also presents a special personnel prob-

lem. If a community trust is both to serve its community effi-

ciently with its disbursements and to grow by attracting addi-

tional funds, its director not only advises his distribution

committee on community needs and carries out their instructions,

but he should be well and favorably known in the community,

able through personal contacts, speeches, and community activi-

ties to attract further funds to his organization. Says Stanton
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Belfour, director and secretary of a community trust, the Pitts-

burgh Foundation:

The community trust executive is constantly harassed, in the early

years of operation, by concern for adequate subsidy of his adminis-

trative budget, by sensitiveness to public good will, by an unceasing

quest for new donors, by the need to win new friends to give their

hard-earned savings to an untried organization. Like the Commu-
nity Chest people, he must keep administrative expenses low. His is

not a walnut-panel office with oriental rugs.

In short, the community trust executive is a rara avis, trained to

promote and disseminate information, personable to win friends from
all walks of life, patient to await the slow accumulation of endow-
ment, and careful in judgment to recommend adequate and intelli-

gent distribution. 1

Mr. Belfour sets $12,000 as a reasonable budget for an office

and full-time director, and estimates aggregate trust funds in

excess of $5 million as necessary to provide this sum from adminis-

trative fees. Only a few of the hundred present community trusts

have total assets of this amount. Many of them are functioning

without special staff, one of the trust officers of a member bank

serving as executive. Such unsatisfactory arrangements in many
areas may be impeding the growth of the community trust

movement.

The Corporation Foundation

Customarily the corporation foundation is governed by a board

of trustees consisting wholly or largely of officers and directors of

the parent company. Their concern, because of the legal and

business framework of corporation giving, is not with the whole

of community welfare but primarily with that portion of it which

affects interests of the company, its employees, or its customers.

The small corporation foundation, dealing only in grants, has

often no paid staff. The trustees decide on the sums to be dis-

tributed, and probably the company contributes the needed

secretarial help. But for effective distribution of larger sums at

least one paid staff member is desirable, to conduct necessary

1 Belfour, Stanton, "The Community Trust Executive." Paper prepared for the

[then] National Committee on Charitable Endowments, Foundations and Trusts.

Mimeographed, 1949, p. 4.
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investigations into the merits of appeals, handle correspondence,

appraise accomplishment, and seek out opportunities for that

particular corporation to use its business know-how in making

contributions that may prove uniquely valuable to the com-

munity, and have unusual public relations value for the corpora-

tion. For this work a corporation employee is often chosen, but

the criterion should be aptitude rather than the desire to make a

place for a superannuated employee. Where special projects are

intended, as for example aid to education, an outside expert may
be a desirable choice.

Personnel Needs of Larger Foundations

Fewer than a dozen foundations have paid staffs of substantial

size, and some of these are operating organizations, with special

personnel requirements. Many funds endowed with multiple

millions function from a small office with one executive, who may
not even be full-time, and a secretary. The visitor to foundation

offices has in store few surprises so great as the smallness of the

staffs which administer most large philanthropic funds.

Such economy in personnel is unwise where substantial grants

are involved. Giving away money effectively is a complicated

business. The efficiency of a foundation is measured by the bene-

fits resulting from its grants, not by the number of dollars given

or a low mathematical ratio between administration costs and

disbursements.

When the Select (Cox) Committee to Investigate Foundations

asked for a listing of the difficulties foundations face, the Carnegie

Corporation of New York, which does have a substantial staff,

nevertheless called limitation of staff time one of its principal

difficulties in achieving maximum results:

A major difficulty is the limitation of time. Although this is a

difficulty common to most business and professional men ... it

seems particularly acute for the officers of foundations whose activi-

ties range over broad areas. To stay abreast of current thought, they

must read widely in both professional and lay journals, and keep up
with the never-ending flow of books relating in any way to their

programs. They must visit colleges and universities throughout the
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country; they must attend professional meetings; they must talk with

the people who have proposals to present and to those whose advice

they seek. Like other good citizens, they must respond to calls for

public service, work as board and committee members in other pro

bono organizations and frequently as consultants to Government
agencies. Above all, there should be time for reflective thinking and
study. Larger staffs are only a partial answer to this basic difficulty,

because it is the depth and breadth of experience of the individual

foundation officer that counts. For him or her the clock and the

calendar represent the limitations of his maximum effectiveness. 1

This quotation suggests some of the important and time-

consuming functions which a professional staff can perform in a

large, general foundation. Of course vast sums can be spent with-

out such backgrounds of knowledge of comparative needs,

acquaintance with available researchers and operating agencies,

and skilled aid in designing and comparing projects for final

decision of the trustee board. But it is noteworthy that among
some 70 foundations with assets of $10 million or more the few

which are remembered for significant programs—and they are

not necessarily the largest—are almost without exception the few

which are served by reasonably adequate professional staffs.

In such a staff the key figure is the director—president, general

director, executive director, executive secretary, are other titles.

He is customarily selected by the trustees, in a few cases from

their own body, and given primary responsibility for preliminary

screening of grant requests, routine refusal of those clearly beyond

program, preparation and presentation of those worthy of con-

sideration, executive handling of grants made, and such follow-up

appraisal as is desired. He may or may not be a voting member of

the board of trustees, but his recommendations have usually

great weight. He hires additional needed staff, sometimes after

review by the full board, or at least with their approval. A fas-

cinating picture of such a president in action is contained in

Appreciations of Frederick Paul Keppel. 2

1 Carnegie Corporation of New York, Answers to Questionnaire, pp. 61-62.
2 By Some of His Friends. Columbia University Press, New York, 1951. Not for

sale but available on request from the Carnegie Corporation of New York. Particu-

larly enlightening with respect to activities at the Carnegie Corporation are the

chapters "President of the Carnegie Corporation" by Henry James and "Inside

FPK" by John M. Russell.
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Additional professional staff may include specialists in fields in

which the foundation desires to function. An alternative policy is

to pay fees to specialists for advice when needed rather than add-

ing them to permanent staff. Mr. Keppel usually followed the

latter policy, declaring that he would rather "buy his milk than

keep a cow." The relative virtues of these policies depend upon

the scope and purposes of the foundation and in no small degree

upon the particular person available for the job.

Larger foundations have also need for a salaried treasurer or

controller. This man or woman, under direction of the finance

committee of the board, may have substantial duties in connec-

tion with the investment portfolio. He keeps the books, prepares

financial reports, handles the financial details of grants, prepares

checks for signature. In a large staff he handles payroll, taxation

problems, health and hospital insurance, retirement plans. In

some cases he is also secretary to the board, preparing the official

minutes.

Writing or editorial service is a frequent need. Such a person

may help to prepare annual reports, speeches, statements for the

press. A staff person may be required to build and maintain a

library and perform clipping services. In some cases the founda-

tion itself may issue reports of research, which require writing,

editing, or promotion. A few foundations maintain full publica-

tion departments, a subject later discussed. Recent investigations

of foundations have made evident the need for much wider public

understanding of foundations and their work; several have insti-

tuted or augmented programs of public relations. Sometimes

the desired emphasis is not upon discovery or even application of

new knowledge, but dissemination of known facts; this requires

staff skilled in publicity work.

Legal services are not commonly staff functions. A law firm is

usually retained, frequently at a stated annual fee supplemented

for special items.

Clerical services are required in foundations of every size. The
number of secretaries, stenographers, machine operators, and file

clerks will vary, but except in the operating foundations is seldom

large.
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Recruitment of Personnel

Because the total number of foundation employees is small and
the jobs without agreed definitions, recruitment presents prob-

lems. Training courses exist for teachers, lawyers, tennis players,

insurance salesmen, undertakers, jet pilots; but none for founda-

tion executives. There is, however, no dearth of applicants. To
every large foundation stream men and women, young and old,

who announce a call to foundation work. From the outside look-

ing in, helping to give away other people's money seems pecul-

iarly attractive: quiet, prestigeful, reasonably secure, and ac-

cording to one highly publicized salary, well paid.

The fact is that staff positions of any sort are few, and top as-

signments peculiarly difficult. Being the efficient eyes of a founda-

tion requires knowledge and objective judgment coupled with

unlimited curiosity, human sympathy, creative imagination. It

calls for extraordinary ability to get along with people—the

trustees who are the final authority, disgruntled grant applicants,

lunatics and self-appointed world saviors, grantees who turn out

prima donnas, the pitiful who seek help. Said Henry James,

formerly business manager of the Rockefeller Institute for Medi-

cal Research and a trustee of the Carnegie Corporation:

Daily, if not hourly, [a foundation executive] is reminded how
inadequately, how badly, how wrongly things are going in this

quarter and in that, and when he is not being told, he must get up
and look about to discover where something ought to be done. If he

looks too diligently and allows himself to grow weary and stale, he

will be in danger of finding that the world's woes have become an

oppressive obsession. Altruists who are melancholy, reformers who
are mournful, "low-spirited humanitarians," saints who are spoil-

sports instead of being "happy warriors"—we have all known a few

of them. They prove that a man who devotes himself to [this] sort

of work had better be endowed with no little buoyancy of spirit.
1

There are compensations. Hopeful applicants for grants keep

luncheons from being lonely, and even modest stories are certain

of uproarious reception. Also there are solid satisfactions in a job

1 Appreciations of Frederick Paul Keppel, p. 48.
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well done, persons and causes soundly helped, and slowly over

the years, in spite of delays and lost hopes, a mounting record of

achievement which one has helped to build.

Few present foundation executives consciously sought their

jobs, or were trained for them. Recruitment was a combination

of acquaintanceship, fitness, and accident, in varying proportions.

Frederick P. Keppel stated that colleges and universities were the

natural sources for foundation personnel, 1 and most later com-

mentators have uncritically accepted his dictum. But the back-

ground experience of most present top executives is far more var-

ied than this statement suggests.

Biographical data were available for 40 heads of larger founda-

tions. Nine— less than a quarter—were professors or professional

educators. Business and finance accounted for eleven, the law

alone for seven, four each came from social work and from pub-

lishing, three were doctors or dentists, two were engineers. But

these broad categories conceal the full variety of experience.

Business includes department stores, tobacco, soft drinks, flour

milling. Education may mean college president, teaching in the

Wharton School, or an engineering professorship with corpora-

tion employment on the side. The executive director of one large

new foundation was himself an engineer, attorney, economist,

fund-raiser, and author, holding simultaneous memberships in

the National Society of Professional Engineers, American Bar

Association, American Marketing Association, American Statis-

tical Association, Latin-American Economic Institute, and writ-

ing fiction and articles under several pseudonyms.

If there is any common denominator for top professional staff,

it is association with the donor. Exceptions exist, but at least

among the newer foundations the top executive post is usually

held by someone who became favorably known to the donor,

perhaps as a business associate, or his lawyer, or a professional

man such as a doctor who may have served the donor's founda-

tion usefully. These men have grown into their jobs, learning

from experience and sometimes from the advice of executives of

1 The Foundation: Its Place in American Life. Macmillan Co., New York, 1930,
pp. 10-1 1.
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older foundations. But such interchange is not frequent, no
formal education is available, and the recruitment and training

of foundation personnel is a field still unplowed.

A few years ago a major foundation was about to hire an as-

sistant. A social scientist was invited to state desirable qualifica-

tions for such a person, and did so. Later he received a letter re-

porting the appointment, and adding: "The candidate, however,

has none of the qualifications you mentioned." The young man
learned on the job, and became the efficient head of one of our

larger foundations.

Below the directorship, staff above clerical level is apt to occur

only in the larger foundations. Such persons are usually selected

by the director for particular capacities, often professional, and

such staffs (except in operating foundations discussed in the next

chapter) are not large. The Carnegie Corporation of New York,

ranking third in assets, reported to the Reece Committee in 1 954,

"The entire staff, professional and clerical, now numbers thirty-

three and has never exceeded this figure."

Loyalty Investigations

Among foundations as in other segments ofAmerican life, Com-
munism, or at least the fear of it, has become a personnel problem.

Certain members of Congress together with irresponsible elements

in the press made sweeping charges of Communist infiltration

of foundations, pointing to Alger Hiss as president of the Carnegie

Endowment for International Peace. The Select (Cox) Commit-

tee to Investigate Foundations undertook as one of its principal

objectives an investigation of this situation. The Committee dis-

covered with respect to Mr. Hiss that he had been suggested for

his post by Mr. John Foster Dulles, his previous career had been

investigated prior to employment by three trustees who included

inquiries in the State Department, and while in office he had

given "not the slightest" indication of bias in favor of the Soviet

government or its satellites, but had worked diligently for the

Marshall Plan, contrary to Soviet policy. 1 On the whole subject

1 Hearings, Testimony ofJohn W. Davis, pp. 569-572.
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of Communist infiltration of foundations the Committee finally

reported

:

A few small foundations became the captives of the Communist
Party. Here and there a foundation board included a Communist or

a Communist sympathizer. Occasionally a Communist managed to

secure a position on the staff of a foundation or a staff member was
drawn into the Communist orbit. Our investigation, hurried by lack

of time, indicates that very few actual Communists or Communist
sympathizers obtained positions of influence in the foundations. 1

The Committee urged foundations to take greater future care

in screening personnel. It is a timely warning in this period of

some positive danger and more public hysteria.

Conditions of Employment

Being themselves welfare agencies, foundations can ill afford to

lag behind commercial firms in employment practices. The poli-

cies of smaller foundations, where arrangements are likely to be

personal between the donor and his one or two employees, are not

known. Most of the larger foundations follow liberal practices,

with relative security of employment, sick leave, group health and

hospital plans to which the foundation may contribute part or all

of the cost, and similar benefits. Vacations are generous, amount-

ing to a full month in many instances for all employees with a

year or more of service; but the sabbatical year of the education

field has not been adopted by foundations so far as known. With a

few exceptions, salaries are modest in comparison with responsi-

bilities; this is frequently the case throughout the welfare field,

where satisfaction with the work done is presumed to be part of

the reward.

Since retirement pensions were the main concern of one of the

early foundations, the Carnegie Foundation for the Advance-

ment of Teaching, it was to be expected that nearly all the larger

foundations would have retirement plans. The usual age for re-

tirement is 65, with sometimes 60 set for women, and service

beyond 65 permissible on trustee approval. At least 37 larger

1 Final Report of the Select (Cox) Committee to Investigate Foundations and Other Or-

ganizations. U.S. House, 82c! Congress, 2d Session. House Report No. 2514, Govern-
ment Printing Office, Washington, 1 953, p. 7.
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foundations are participants in the Teachers Insurance and

Annuity Association, set up by the Carnegie Foundation and

Corporation to handle pensions for professors, but open also to

other "educational" institutions. In this plan both the foundation

and the employee contribute toward the retirement allowance,

the rates varying from 10 per cent of employee's salary (half con-

tributed by each) to 15 per cent, with the foundation contribu-

tion 7^ or 10 per cent; but the total accumulation belongs to the

employee, whether or not he remains in foundation employment.

The Commonwealth Fund has an exceedingly liberal noncon-

tributory retirement plan, but with no rights accruing to the

employee until retirement.

When most of these plans were instituted foundation staff were

not eligible for social security; now that that situation has

changed many foundations are continuing their private plans

(which were proving inadequate because of lower investment

income and inflationary price levels) and adding the social

security provision. A general goal is retirement at about 50 per

cent of average salary for the last five years of employment; if the

employee has a record of long employment and the regular pay-

ments have not achieved this goal, trustees may vote annual

grants, or a lump payment at time of retirement, to bring the

benefit to this amount.

Staff Duties

Duties of staff members differ substantially in various founda-

tions, particularly as between operating and grant-making foun-

dations. The separate chapters devoted to the problems of these

several types of organizations detail many of these duties, and

preceding sections of this chapter dealing with personnel needs of

various types of foundations have by inference described many of

these duties. The testimony of two of the witnesses before the

Select (Cox) Committee are also enlightening on their broader

aspects. Said Charles Dollard, then president of the Carnegie Cor-

poration of New York:

I can tell you what we look for in officers, which is perhaps the

important thing. We want men who have had a very good education,
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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.

We want some variety in the training of the staff, but the im-

portant thing is that they are responsible, they are wholly honest,

that they are imaginative, that they have common sense and that

they are willing to work very hard. 1

The program of The Rockefeller Foundation is international in

scope and is carried on primarily through grants to universities,

colleges, and other qualified research agencies. Within policies

established by the trustees, the responsibility for development of

the Foundation's program rests in the hands of its president and

a group of principal officers. Each of the areas in which the Foun-

dation is currently active (agriculture, the humanities, medical

education and public health, biological and medical research,

and the social sciences) is headed by a director assisted by a small

staff of specialists. In certain fields of public health, medicine, and

agriculture, the Foundation also engages directly in research and

operations, and for this work it maintains a substantial field staff

as well as laboratories and experiment stations in several coun-

tries.

Chester I. Barnard, formerly president of the New Jersey Bell

Telephone Company and then of The Rockefeller Foundation,

compared the stafT of the Foundation with those of business cor-

porations:

... In the very vital business of knowing the language of the

people you are working with and the effectiveness of a small group of

people working in a foreign language with foreign officials and for-

eign customs, [the foundation] has been outstanding, and I do not

think it has been bettered by any organization anywhere. It is almost

dramatic, it has been so good.

Mr. Weaver and his staff or Mr. Willits and his staff have a more
intimate knowledge of the people who are important in the field in

which they are concerned, world-wide, than you would generally

1Hearings, pp. 326-327.
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expect to find in business organizations. That is quite an outstanding

thing because the organization is very small, with only 250 people,

counting stenographers, clerks, and the rest of it.
1

Except in the special case of the operating foundation, the

primary duty of professional staff is to have such thorough ac-

quaintance with the fields in which the foundation proposes to

make its grants that, on any project submitted, it can give the

trustees expert advice on the worth of the project, the competence

of the proposed personnel, and the standing of the sponsoring

organization. Further, this staff should know the field so well that

it can perform the creative job of foreseeing needs, stimulating

persons and organizations to submit proposals meeting these

needs, and helping design those projects.

Temporary Staff

In addition to a small permanent staff of general competence,

many foundations take on ad hoc or temporary staff. This is par-

ticularly true of the operating foundations, which may engage in

single projects in unusual fields and for this purpose hire special

staffs, to be disbanded when the projects are completed. Grant-

making foundations may take on temporary advisers or small

units of specialists for the duration of a series of grants.

Temporary staff has both advantages and liabilities. On the

asset side is flexibility. For each specialized project the ablest

persons in that field can be sought, without the need to train a

present staff member into a new competence. If the person fails

to meet expectations, employment can be terminated with little

loss. If the project is abandoned, or when it is completed, all re-

sponsibility can be cleanly ended.

On the other side, new people with the most resounding repu-

tations often prove disappointments. Besides, it is usually not

possible to obtain for brief employment a really outstanding

expert, unless at a very high salary rate, and many months may
be lost in simply acquainting a new person with the ways and

desires of a foundation. Moreover, once a foundation has sunk

1 Hearings, p. 563.
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funds, or its own efforts, into any project, that project is never

quite completed. Always there are loose ends which could be tied

up only by the now-departed expert, or a final push that might

have brought outstanding results.

Employment of Technical Experts

In line with Mr. Keppel's preference for buying milk instead

of keeping a cow, many foundations hire technical services as

needed on a fee basis. The most extensive recent operation of this

sort was the Ford Foundation's study committee on future pro-

gram, to direct which the Foundation hired a San Francisco

lawyer not known to any member of the Ford family but recom-

mended by two of the trustees. This committee "in the course of

a few months covered a quarter of a million miles by air travel,

and put in about seven and a half man-years, not counting the

time of the interviewees and conferees; they directly conferred

with over a thousand men and women in the United States." 1

In this case the temporary employee, H. Rowan Gaither, Jr.,

later became an associate director of the Foundation and in 1953
its president.

Most large foundations consult outside experts with respect to

requests for grants in specialized fields. When such consultation

involves a formal report, and sometimes for less formal consulta-

tion, a fee is paid. Occasionally the services of an agency are

commissioned. For example, the Twentieth Century Fund voted

$150,000 in social science research scholarships for faculty mem-
bers of independent liberal arts colleges for 1951 and 1952,

primarily as a means of providing employment for able younger

men who were in danger of being dismissed because of draft-

diminished classes and college deficits; Social Science Research

Council was commissioned to make and administer the awards.

The same Fund hired a publications consultant on one-tenth

time, and the occasional services of experts in the fields of motion

pictures and radio.

1 For Mr. Gaither's description of the work of his committee, see Hearings,

pp. 196-202; see also Report of the Study for the Ford Foundation on Policy and Program,
Ford Foundation, Detroit, 1949.
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Memberships and Committee Service

Staff members of foundations are widely sought as members of

welfare and educational agencies, and usually such membership

rapidly involves committee appointments or invitations to serve

on the governing board. Such invitations to service may be a

tribute to outstanding ability in the individual concerned, but a

strong suspicion persists that some of these organizations may
hope by this means to get more favorable consideration of their

pleas for financial aid.

Foundations adopt varying policies with respect to such service,

with many of them leaving the decision up to the individual.

A substantial amount of public service of this character is usually

encouraged, particularly in view of the desirability of promoting

wide acquaintanceships in fields of the foundation's interest. One
corporation foundation tries to have a major executive of the

foundation or the corporation on the board of every agency, col-

lege, or other institution to which it makes substantial contribu-

tions. This is not so much a matter of voluntary service, however,

as a means of keeping in close touch with the agency's program

and being in a position to suggest activities of direct interest and

value to the corporation; such a policy leans dangerously toward

control of benefiting agencies.

The converse may also be true. If a director of a foundation is

also a board member of an agency appealing for a grant, his

aroused sympathies may make his presentation of that appeal less

than objective. One foundation goes so far as to require that no

officer or staff member accept membership on the board of any

college, university, or other tax-exempt institution unless with

special approval in advance and the strong belief that no grant

applications are contemplated by that institution. If an applica-

tion is made, he must resign.

Few foundations will need a formal regulation of such severity.

If these dangers are recognized, it will usually be possible for the

staff member himself to strike a reasonable balance between use-

ful service and exploitation, and to avoid special pleading for or-

ganizations with which he may be associated.
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Costs of Professional Staff

While foundations seldom offer salaries comparable with busi-

ness corporations of similar size, extreme economy in this direc-

tion is unwise. However able its trustees, no large foundation can

function effectively without an efficient staff. The difference be-

tween routine aid for traditional causes that might also have

secured their funds elsewhere and a creative program that pushes

forward the boundaries of human knowledge may be no more

than one or two able staff executives who search out and mature

vital projects for board consideration.

The proper proportion between actual disbursements for

grants (or operating program) and administration is a delicate

problem, varying with the size and purposes of the foundation

and the judgment of the trustees. The general public has been

extremely critical of "overhead" on the part of social agencies, 1

failing to recognize that true economy may consist in adequately

paid skilled service. As one elderly lady put it, "We have different

ideas of what is waste. Not going to a cheap dressmaker is a

saving."

Although foundations need not collect funds from the general

public, most of them do report to that public, and many of their

trustees, themselves serving without pay, cut the costs of adminis-

tration below the level of efficient operation. Figures are difficult

to come by, because administration is not clearly defined and in

some cases even an individual salary is chargeable to several

categories.

For the 77 larger foundations listed in Table 14, data were

obtained on total disbursements, disbursements for grants or op-

erating program, and a balance called "administration and mis-

cellaneous." The last figure includes some items occurring in the

one year only, or not properly administrative charges at all. To
average over these exceptions and avoid infinite footnoting, Table

17 presents these data grouped by asset class; but it should be

noted that the amounts in the "administration and miscellaneous"

1 See Andrews, F. Emerson, Attitudes Toward Giving. Russell Sage Foundation,
New York, 1953, pp. 30-34.
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column are higher than if a close definition of administration

could have been followed. Only 72 foundations are included in

the tabulation; the remaining 5 did not supply comparable data

on this item.

TABLE 17. ADMINISTRATIVE AND MISCELLANEOUS EXPENDI-
TURES OF 72 FOUNDATIONS IN 1953, GROUPED BY ASSET
CLASS

Assets
Number of

foundations

Total
expenditures
(thousands)

Administration and
miscellaneous

Amount Per cent of
(thousands) expenditures

Total 72 $155^33 $14,309 9-2

Over $100 million

$50 under $ 1 00 million

$25 under $50 million

Under $25 million

6
6

12

48

77.315
14,834
179631

45.253

6,337
1,310
1,271

5,391

8.2

8.8

7.2

11.9

Source: Russell Sage Foundation survey for National Science Foundation.

The "administrative and miscellaneous" expenditures item

varies from 7.2 per cent to 1 1.9 per cent among the various asset

groups. Unfortunately, wide variations in program, financial

structure, and accounting practices make any close comparisons

impossible. It is not even safe to assert that such charges are likely

to be relatively higher when foundations spend in the hundred

thousands instead of the millions annually; one of the foundations

in the smallest category had administration and miscellaneous

expenditures of $645,000—but $567,000 of this was for deprecia-

tion of property, not an "administrative" expenditure in any

usual sense. For many foundations, administrative costs are prob-

ably lower than they should be for efficient operation.

As some indication of the nature of administrative expendi-

tures a large foundation may meet, Table 18 breaks down such

expenditures of the three largest foundations for 1 953, using com-

parable headings where this was possible. But such reports are

not truly comparable. For example, the costs of studying and

initiating projects may be assigned to administration or project

totals, depending upon accounting practice and whether these

tasks were performed by permanent staff or outside experts in the

given field. In Table 18 The Rockefeller Foundation lists field
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office costs under administration; the Ford Foundation, which

spent $647,381 in 1953 for overseas offices, lists this item under

project expenses.

TABLE 18. ADMINISTRATIVE EXPENDITURES FOR 1953 OF THE
CARNEGIE CORPORATION OF NEW YORK, THE FORD
FOUNDATION, AND THE ROCKEFELLER FOUNDATION

Dollar figures in thousands

Item
Carnegie

Corporation
Ford

Foundation
Rockefeller

Foundation

Total disbursements $6,682 $46,860 $14,651
Administration 473 2,294 1,943
Per cent of total 7-' 4-9 '3-3

Administration

Home office 1,737
Field offices 148
Treasurer's office 60 58
Employee compensation, benefits 290 1,138
Furniture, equipment, etc. 9 238
Rent 24 105
Travel 15
Legal and accounting 14 126
Postage, printing, etc. 3

^Review of proposals, grants
Miscellaneous 20

Source: Annual reports of these foundations, with items made comparable
where possible.

Since no small foundation was included in our special survey

and few issue annual reports, data for them are not available; but

it is believed that their administrative expenditures are low, and

in many cases below the level desirable for efficient operation.

Of course, the opposite imbalance is also a danger, and one

that professional staff tends to promote and may fail to recog-

nize. As Frederick P. Keppel, himself a part of professional staff,

once acknowledged:

Lay responsibility ... is needed to insure a sense of proportion

in all things, to balance the vaulting ambition of the specialist, and,

it may be, to mitigate his intolerance. It is needed to see that admin-

istration, while competent, is kept at a minimum, something no
administrator can be relied upon to do for himself. 1

1 Philanthropy and Learning, with Other Papers. Columbia University Press, New
York, 1936, p. 167.
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Staff Problems of Small Foundations

In terms of numbers, it is not the 77 foundations of our special

study but the thousands of new small foundations which represent

the most striking recent development. Many of these small foun-

dations are presently merely corporate channels for personal,

palliative giving. Others perform services of great usefulness in

their communities, and sometimes under wise guidance finance

projects of national importance. These accomplishments are

usually the fruit of the devoted attention and enthusiasm of the

donor and his or her associates.

But soon these foundations, many of which are perpetuities,

will lose these guiding hands. In most cases the corpus is too small

to yield an income warranting professional staff, or to command
the voluntary services of men of stature as trustees. Grave danger

exists that in the near future the funds of many of these founda-

tions will be routinely administered or wasted.

The dimensions of this threatening problem are suggested by

an estimate made by Wilmer Shields Rich:

From the standpoint of size, only a handful of these 4,000 founda-

tions fall in the large category . . . more than 3,400 do not even

possess one million dollars or give away $50,000 [a year]. All together

these have less resources than those of the Ford Foundation alone.

Slightly more than two-thirds of them have less than $200,000 in

assets or are receiving gifts of so small an amount that they are not in

a position to give away even $10,000 a year; and one-third of these

[have] assets of less than $20,000 or they are not even distributing

$1,000 a year. 1

How large a foundation need be to function efficiently depends

on many factors, including its location, the nature of its work,

and the quality of its direction. In a small community even a tiny

foundation might command good leadership and prove an effec-

tive instrument. Generally speaking, however, it is questionable

whether a foundation should be set up as an independent per-

petuity unless its disbursements will reach $100,000 annually;

1 Address before the National Committee on Foundations and Trusts for Com-
munity Welfare, Buffalo, May 1 4, 1 954.
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this requires a corpus of at least $2.5 million at current rates of

interest. Alternatively, an adequate program can for some time

be maintained by a provision to spend both capital and income

within a given period. But even for considerably larger sums

other devices possessing most of the advantages of the separate

foundation, but avoiding its complications and costs, may be

more desirable.

Growth Possibilities

Nearly all foundations are so closely associated with a single

donor that it is forgotten that they may, and sometimes do, re-

ceive additional gifts from varied sources. For example, the en-

dowment of the Carnegie Institution of Washington grew from

$10 million in 1902 to about $50 million in 1953. Mr. Carnegie

himself added to the original endowment; first $2 million in 1908,

and $10 million in 191 1. Capital gains have added substantial

amounts. Mrs. E. H. Harriman in 191 7-1 91 8 gave the Institution

securities, real estate, equipment, and research records valued at

8484,000. Between 1927 and 1944 the Carnegie Corporation of

New York gave $10 million as addition to endowment. Minor

bequests ($78,000 and $11,000 respectively) were received from

the estates of Richard T. Colburn and John E. Teeple, and other

smaller donations. Also, numerous gifts have been received for

specific projects; for example, $50,000 from John D. Hooker

toward the construction of the 100-inch telescope.

The Julius Rosenwald Fund received additional gifts from the

estate of Theodore Max Troy, from the Rosenwald Family Asso-

ciation, and from individuals interested in various activities of the

Fund. The John Simon Guggenheim Memorial Foundation re-

ceived $75,000 from Francis H. Brownell—his fee as an executor

of the Simon Guggenheim estate. The Juiliiard Musical Founda-

tion received $270,000 from the estate of William Nelson

Cromwell. The Rockefeller Foundation records an extraordinary

example

:

Two victims of the Hitler persecutions, who met their deaths in

concentration camps, left wills naming The Rockefeller Foundation
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as a principal beneficiary. As far as can be discovered neither of

these men had been in contact with the Foundation. They did not

know each other. One, a Frankfurt physician, died probably of

malnutrition at the Theresienstadt camp. The other, a Hungarian
industrialist, was executed in the gas chambers at Auschwitz. He left

the Foundation nearly $100,000 in a New York bank and other

lesser funds in institutions located in Geneva, London, Cairo, and
Johannesburg. It would seem that in both cases the donors looked

upon The Rockefeller Foundation as perhaps the one stable and
enduring organization worthy of their final trust. 1

Such examples could be further multiplied. Clearly, one

method of putting smaller sums to work is to give them to a large

foundation operating in the chosen field of interest. But this is

seldom an accepted solution. Many donors desire to give in the

form of a separate fund with name attached and for restricted

purposes, and few foundations wish to receive funds so condi-

tioned. One foundation operating in the field of economics hired

an employee to seek additions to its own limited endowment; it

soon desisted, for no contributions were obtained.

Consolidation Possibilities

Physical consolidations of several smaller foundations have

sometimes occurred. For example, the Southern Education

Foundation was formed in 1937 as a consolidation of the John F.

Slater Fund and the Negro Rural School Fund (Anna T. Jeanes

Foundation) and the Slater Fund had earlier received residual

funds of the Peabody Education Fund; the Virginia Randolph

Fund was added in 1938. The Laura Spelman Rockefeller

Memorial, set up in 191 8 by Mr. Rockefeller, Sr., in memory of

his wife, received in all about $74 million from Mr. Rockefeller;

in 1929 it was consolidated with The Rockefeller Foundation

after certain substantial sums were disbursed as memorials to

Mrs. Rockefeller, and the Spelman Fund of New York (since

liquidated) was given $10 million for the improvement of prac-

tices in the field of public administration.

1 Fosdick, Raymond B., The Story of The Rockefeller Foundation. Harper and Bros.,

New York, 1952, p. 301.
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Among corporation foundations an interesting example of con-

solidation exists in Hillside, New Jersey. About 90 small indus-

trial companies operate in that community, none of them large

enough to warrant the staff and other machinery of a separate

foundation. Under the auspices of the Hillside Industrial Associa-

tion the Hillside Industrial Foundation was incorporated in 1 952

with this membership provision:

Any individual, firm, association, organization or corporation

located in Hillside, engaged in manufacturing or whose principal

business is servicing manufacturers, and which makes an annual

contribution of not less than Si 00 shall be eligible for membership in

the foundation.

Membership had risen to 28 by June, 1955. Its trustees, limited

to nine, are elected by majority vote of the members. Each mem-
ber must contribute at least Si 00 a year to the general fund; addi-

tional sums may be earmarked for particular organizations or

causes, if the donor so desires, but the Foundation urges that they

also be left in the general fund to be administered by the trustees.

Through this device a single staff screens appeals and handles the

contributions of a large number of industrial firms, and is able to

coordinate and plan most of the local industrial giving toward

community projects.

Still another pattern, short of physical consolidation but with

resources pooled to employ professional staff, is being demon-

strated in Kansas City. There four foundations, the Carrie J.

Loose Fund, Jacob L. Loose Fund, Ella C. Loose Fund, and

E. F. Swinney Fund, with combined assets approximating $10

million, set up in 1 949 the Kansas City Association of Trusts and

Foundations as an independent agency "to assist educational and

charitable trusts in the development of coordinated programs of

grants-in-aid to worthy community undertakings." 1 The Associa-

tion supports research into community needs, recommends
specific and usually joint appropriations to the participating

foundations, and encourages broad community planning. Any
foundation in the Kansas City area may join upon agreeing to

1 Reportfor ig^2 and 1953. Kansas City Association of Trusts and Foundations, p. 7.
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submit new proposals for advice and contribute to the Associa-

tion's overhead. Trustees retain the right to accept or reject the

Association's recommendations.

The City of Philadelphia solved the problem of numerous small

trusts through the creation of a quasi-governmental body, prob-

ably unique among "foundations." As early as 1739 one William

Carter left a small trust to the City of Philadelphia for "ye reliefe

of ye poor people in the same forever." Numerous other trusts

accumulated, mostly small, but also the Girard College Trust

which grew tremendously when coal was mined beneath its Penn-

sylvania land holdings. Administration of these trusts under

changing political control was inefficient and serious charges of

graft were made. In 1869 tne citizens secured a special Act of the

legislature of the Commonwealth of Pennsylvania; it continued

to vest trusteeship of these funds in the City of Philadelphia but

put their administration under the Board of Directors of City

Trusts, City of Philadelphia. This Board consists of the mayor
and the president of City Council serving ex officio together with

twelve citizens appointed by the judges of the Courts of Common
Pleas of Philadelphia to serve for life or during good behavior.

Trustees are not compensated, but the Board employs a profes-

sional staff to care for its many funds, now numbering about 80

and aggregating some $ 1 00 million in assets if real estate of the

Girard Trust is included. Full reports must be made annually to

the appointing body (the Courts of Common Pleas), to the state

legislature, and to the City Council.

Similar examples exist in educational and other funds donated

to local governments in some sections of the country, but usually

administered directly by the governing body.

Parallels overseas are the Common Good funds which anciently

originated in the royal burghs of Scotland. The Nathan Report1

discusses these funds extensively and makes certain recommenda-

tions for their development "to stimulate and help launch pioneer

efforts, especially in under-endowed areas . . . [and attract]

small bequests which might otherwise take the form of new trusts

1 Report of the Committee on the Law and Practice relating to Charitable Trusts. Gmd.
8710. Her Majesty's Stationery Office, London, 1952, pp. 137, 150-156.
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of an uneconomic size and with too narrow objects." The Nathan

Committee felt that they should be "spontaneous in origin and

unofficial in character" with the full freedom of action of all local

charitable bodies. It added a caution on general mergings which

deserves iteration here:

One consideration is that charitable trusts provide an opportunity

to many thousands of men and women not only for voluntary service

but also for some administrative experience as trustees or officers

leading on, may be, to other and more spectacular forms of "active

democracy." . . . These opportunities are a source of strength and
enrichment to the community. We should therefore be opposed to

the wholesale sweeping up of trusts into county or regional "pools"

or "common good funds." 1

Community trusts1 already offer in many cities in the United

States nearly all the facilities recommended by the Nathan Com-
mittee for the handling of small funds in Great Britain. The possi-

bility of many of the smaller family foundations making a local

community trust their residual depository, either upon the death

of the donor or at a stated period therafter, was discussed at the

1 954 annual meeting of The National Committee on Community
Foundations in Buffalo. Of course many smaller funds which

might have been set up as separate foundations are already in the

community trust fold. The further suggestion is now made that

living donors who desire to share in the active management of

their foundations during their lifetimes may wish to make a com-

munity trust the residuary legatee.

Perhaps such trusts may also become the haven for estates of

intestate persons without heirs, and dormant funds in their re-

spective communities. Examples of the latter use already exist:

Operation Salvage

On three occasions, two of them in 1954, the New York State

Supreme Court has directed dormant funds into the Community
Trust for salvage. The first such instance related to the unused re-

mainder of a sum raised through an appeal by the New York Times

1 Ibid., p. 136.
2 See pp. 32-34.



I50 PHILANTHROPIC FOUNDATIONS

and New York World in 191 8, following the death of John Purroy

Mitchel, to memorialize the late Mayor. Another inactive balance,

which came to the Trust after the University Club of Mt. Vernon
ceased to exist, brought the remnant of a fund long previously

trusteed for management by the now extinct club. In a third such

case, the Trust received the unspent portion of a fund which was
raised by the New York Post following an outbreak of violence in the

Bronx in 1943 and which had served the immediate purposes for

which it was collected. The Trust will be glad to explore the rehabili-

tation of other obsolescent or inoperative funds. 1

1 Report for 1954.. New York Community Trust, New York, 1955, p. 19.



CHAPTER 6

The Operating Foundation

FJL ROM ONE POINT OF VIEW, foundations

can be divided into those which give grants to other organizations

or individuals, and those which operate their own programs.

Most do the former, and a few do both. There remain a mere

handful of purely operating organizations, but their programs

are in some respects different, and they require a brief chapter.

Grant Giving vs. Direct Operation

A few commentators have insisted that grant-giving is an essen-

tial characteristic of a foundation, and operating organizations

are not foundations at all, but endowed research agencies or edu-

cational institutions. Marginal cases certainly exist, but the true

operating foundation has a wide freedom of choice not available

to the endowed institute, which must function in a given field and

has often substantial parts of its funds solidified into brick and

mortar. The operating foundation, at the will of its board of

trustees, can alter its field of interest, change staff, and over night

become a grant-giving foundation if it so desires. It is a founda-

tion that believes it can better accomplish its present purposes by

operating its own program rather than by making grants.

Opinions differ on the relative virtues of grants and direct

operation. The Rockefeller Foundation has been disbursing sub-

stantial sums by both methods. On the other hand, the Ford

Foundation study committee declared, "The Ford Foundation

should avoid direct operations unless no other way can be found

151
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to accomplish a particular objective." Its current program in-

cludes some direct operations, however, and it has set up a

number of independent operating organizations to which it now
makes grants.

The Twentieth Century Fund, established by Edward A.

Filene in 191 9, was for a decade purely a grant-making agency.

In the years following 1929, however, the Trustees began to

experiment with studies, undertaken by the Fund itself, of social and
economic questions of crucial current importance. An increasing

proportion of the Fund's income has been devoted each year to the

conduct of these studies, until finally ... at the Annual Meeting of

the Board in June 1937 it was voted to cease making grants to out-

side agencies after the fiscal year 1 937-1 938, and to use the Fund's

entire income thereafter in its own direct activities. 1

Russell Sage Foundation, established in 1907, experimented

with both forms for more than four decades. During its first forty

years its expenditures were about $2 1 million, of which $9 million

were distributed in grants and $ 1 2 million for research and other

direct work of the departments, and for administration. In fiscal

year 1 947-1 948 the Foundation adopted new policies, providing

for termination of all present grants and devotion of its full re-

sources to an operating program.

The Elizabeth McCormick Memorial Fund, a small founda-

tion established in 1 908 with a primary concern for child welfare,

began with a grants program, shifted toward direct operations,

"and after 191 7 the program was planned and conducted en-

tirely through the Fund's own staff until 1953," since when it has

continued as an operating foundation but includes in its program

"direct operation by the Fund, co-operative arrangements with

other agencies, or conditional grants for research conducted

under other auspices." 2

The Julius Rosenwald Fund was driven by depression strin-

gencies from grant-making to an operating program, and found

1 Annual Report, 1937. New York, 1 938, p. 9.

2 The Elizabeth McCormick Memorial Fund: The Story of Forty-Five Years. The
Fund, Chicago, 1954, pp. 2, 30.
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the latter so effective for a small foundation that it continued

largely in that pattern. Said its president, Mr. Embree:

During the period of large resources the Fund carried out its

programs largely through gifts to other agencies: public school sys-

tems, universities, health agencies, special organizations and com-
mittees. But during the depression years we had such small funds

that outside grants had to be curtailed and our influence was exerted

chiefly through studies, experiments, and consultant services of our

own staff. We found these direct efforts so effective that even with

enlarged resources we are continuing to make them a large factor in

our programs. This policy is by no means new in foundation

history. . . .

Foundations have a field of usefulness in America through both

methods. The larger trusts are almost forced to a policy of disburse-

ment, since it would be cumbersome and inefficient for them to

organize under their own auspices staffs and services sufficient to

expend the huge sums annually available to them. . . . The choice

between the two policies is not so much a question of the superiority

of one method over the other as of expediency and effectiveness for

the given foundation. 1

Some Examples

The variety and special problems of operating foundations may
be illustrated by brief descriptions of several diverse organizations

of this type.

The Carnegie Endowment for International Peace was founded by

Andrew Carnegie in 1 910 "to hasten the abolition of international

war, the foulest blot upon our civilization." Though grants are

sometimes made to other agencies or individuals in furthering its

programs, it is primarily an operating foundation. Its first board

of trustees set up as its objectives: "To study the causes of war
and practical methods of preventing it; to aid in the development

of international law; to foster education on world affairs and

promote friendly relations among the peoples of the world." It

has spent approximately S3. 5 million out of income on these

objectives.

1 Embree, Edwin R., Julius Rosenwald Fund: Review of Two Decades, 191 7-1 936.
The Fund, Chicago, 1936, pp. 9, n.
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In the interwar period it maintained offices in Washington,

New York, and Paris. Its publications included the 150-volume

Economic and Social History of the World War by James T. Shotwell

with some 450 collaborators. It published a 25-volume history of

Canadian-American relations. Texts of the United States Con-

stitution and Declaration of Independence were translated into

various languages and widely distributed, libraries of American

books were given abroad, and the teaching of American history

aided in universities in England, France, and other nations. Con-

versely, many American libraries were given collections of books

describing life and conditions in foreign countries, and inter-

national relations clubs were fostered on the campuses of colleges

and universities, chiefly in the United States, but with represen-

tation in Latin America, Canada, and the Far East. The Endow-
ment pioneered in the "exchange of persons" and so helped to

launch the flow of exchange students, teachers, and technicians

which is now promoted by many other organizations and by the

government. International law was advanced through the grant-

ing of fellowships and support for special institutes.

The current program emphasizes studies of international or-

ganization. In over 20 countries study groups have been evalu-

ating their national experience in the United Nations, the reports

being made available for their bearing on the UN's problem of

Charter review. It continues to encourage study of international

relations at the college level, and maintains a substantial publica-

tion program, including International Conciliation.

A new era may have been ushered in with construction of the

Carnegie Endowment International Center, a 12-story building

on United Nations Plaza in New York, opened in 1953. In addi-

tion to furnishing headquarters for the Endowment itself and

housing a reference and information service, the building is de-

signed to provide office space for numerous nonprofit organiza-

tions working in allied fields and to offer meeting facilities for

groups sponsoring programs related to international affairs. This

is the second important experiment by an operating foundation

with a service building. Russell Sage Foundation's experience is

outlined below.
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The Rockefeller Institute for Medical Research is a foundation

chiefly by reason of its charter, which would enable it to conduct

a wide variety of operations, "including research, publication,

education, the establishment and maintenance of charitable or

benevolent activities . .
." and so forth. It has in fact operated

almost solely as a research institute, and has many characteristics

of an educational institution. It was founded in 1901 by John D.

Rockefeller on the recommendation of Frederick T. Gates, who
believed that "medicine could hardly hope to become a science

until it should be endowed, and qualified men be enabled to give

themselves to uninterrupted study and investigation, on ample

salary, entirely independent of practice." The original gift of

$200,000 was to be spent within ten years in grants and fellow-

ships for the training of younger men in medical research. But by

1902 the conception of a research laboratory in New York City

had seized the imaginations of the directors, and the success of

this enterprise in a small rented building was so outstanding that

soon additional funds were provided for permanent laboratories

and a hospital. The fields of study expanded to include animals

and plants. 1

The former separate board of trustees and board of scientific

directors were merged in 1 953 into a single board of trustees. This

board determines policies and is charged with maintenance and

care of the endowment and property. Within the Institute are

two departments, the department of the laboratories and the

department of the hospital. The latter admits a limited number
of patients (who are treated without charge) suffering from dis-

eases currently under study. The Institute investigates "funda-

mental biological, physical, and chemical subjects," and gives

itself great flexibility:

It is not the aim of the Institute to perpetuate the lines of investiga-

tion in which it may engage, or even Departments or Laboratories,

should the usefulness or promise of these at any time become doubt-

ful, either from changes in the requirements and outlooks of science,

or from lack of leaders of vision or achievement. On the other hand,

1 Descriptive Pamphlet: The Rockefeller Institute for Medical Research. New York,
I953> P- 1 4-



156 PHILANTHROPIC FOUNDATIONS

the elucidation of fundamental problems may proceed under favor-

able conditions and with adequate support for an indefinite period,

unhurried and unhindered by the urgency of obviously practical or

immediate results. 1

Members of the scientific staff are appointed only for fulltime

service and are not permitted to pursue outside "gainful occupa-

tions." They retain no personal rights in any discoveries or inven-

tions they may make, which become the property of the Institute

to be placed at the service of humanity. Recent activities have

centered in chemistry, pathology, physiology, and cytology in the

laboratories, and in the hospital, respiratory diseases, rheumatic

fever, cardiovascular diseases, endocrine disorders, and diseases

of the liver.

Russell Sage Foundation, it has been pointed out, was both a

grant-making and an operating foundation for some forty years,

and is now wholly operating. But the patterns of direct operation

in the two periods were quite different. In the first period a fre-

quent practice was to make a small exploratory grant in a field of

interest, and if that showed promise, to organize a special depart-

ment in that field, often under the directorship of the person who
had received the first grant, if he or she proved competent. For

example, the Foundation in its first year made a grant to help

extend charity organization work. Mary E. Richmond was chair-

man of the committee in charge of this function. Two years later

a charity organization department was organized with Miss

Richmond as director; she remained in charge of this department

until her death in 1928, and the department (with a later change

of name) survived until 1 948. Under similar antecedents various

other departments were added; by the i94o's they totaled nine,

including a specialized library. The relative permanence of these

departments offered opportunity for sustained and cumulative

efforts in specialized fields; it also tended toward freezing pro-

gram and endangered the research function through the accumu-

lation of service and advisory duties as the work of a department

became widely known.

1 Ibid., p. 19.
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Russell Sage Foundation constructed a substantial building in

1 91 3 which it expected to use wholly for its own staff, together

with providing meeting rooms and a specialized library for wel-

fare agencies in the neighborhood. But unoccupied offices always

remained; they were given free for many years to selected welfare

agencies, with later nominal rents charged, often offset by grants.

A large wing was added to the building in 1931, intended for

rental by welfare agencies, and was so occupied for nearly two

decades. But in 1949 the Foundation sold this building which

"had become burdensome and a financial drain," and now itself

occupies rented quarters.

During 1 948, under a new administration, the Foundation an-

nounced a change in general policy. Although it would become

more thoroughly an operating foundation than before, it would

abandon the departmental structure in favor of a small coordi-

nated central staff, with the bulk of its operations carried on by

temporary personnel employed to conduct particular projects,

or in close cooperation with other agencies. Currently Russell

Sage Foundation has a central staff of 18 persons; its latest report

lists 51 projects. 1

Proposals within the Foundation's general interests are sug-

gested by the central staff, the trustees, or by outside agencies or

individuals. If approved by the trustees, an appropriation is voted

and a project director engaged; he may propose additional staff,

if needed. Most research projects result in manuscripts published

as books or pamphlets by the Foundation's own department of

publications. While broad areas of interest may persist for years

—

the present emphasis is on experiment and demonstration in the

use of social science techniques in the practicing professions

—

each project staff is dismissed after its particular assignment is

completed.

The Twentieth Century Fund similarly employs outside staff for

nearly all of its projects, most of which have been in the field of

economics. It recently had a central office staff of 30, which in-

cluded personnel of its own publishing division and an education
1 For the earlier period, see Russell Sage Foundation, 1907-1946, a two-volume

history. For the later period, see Annual Reports.
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department, which disseminates findings through an unusually-

extensive program of public education including press notices,

pamphlets, a newsletter, motion pictures, radio, and television.

During the 1954 year eight research reports were published or

ready for press, and six projects were in progress; staff engaged

on research projects, exclusive of headquarters personnel,

numbered 121 persons.

Since the policy of the Fund is to select for study controversial

issues on which wider public knowledge and eventual action is

important, it has developed the device of special (unpaid) citizen

advisory committees, which are thus described:

The Fund's usual practice is to appoint a special research director

for each new project. The director and his associates, working with

the general guidance of the central administrative staff of the Fund,

are accorded academic freedom in the preparation of a factual re-

search report. In addition, the Fund often appoints a special com-
mittee of qualified citizens to review the factual findings and to

prepare its own report of recommendations for dealing with the

problems disclosed in the research. 1

In selection of such committees, the Fund endeavors to secure

representation of all relevant points of view. In a labor study, for

example, the committee would include persons from manage-

ment, organized labor, government, an economist, and repre-

sentatives of the general public. For some studies substantial

areas of agreement are discovered, and the committee's report on

next steps adds materially to the worth of the research findings.

In other studies the committee sessions result in a considerably

watered down report because of the difficulty of reconciling

directly conflicting interests, or is peppered with footnote dis-

agreements. The values of this device are being reappraised. The
Fund has also a current trustee committee reviewing its opera-

tions in the light of present-day needs to see whether changes in

program orientation or methods have become desirable.

The Milbank Memorial Fund combines direct operation with

grant making in a pattern worth observing. Established in 1905

1 Annual Report, 1953. New York, 1 954, p. 6.
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by Mrs. Elizabeth Milbank Anderson, early development of this

foundation's program in public health fell into three periods. 1

First came exploration, for foundations were then new and trial

and error were necessary to discover what causes and objects

"would yield the highest dividends in human welfare"; this

period lasted from 1 905 to 1 92 1 , The next decade was the period

of demonstration, when the Fund organized and maintained

health demonstrations in three selected communities in New
York State, one rural (Cattaraugus County), one urban (Syra-

cuse), and the third metropolitan in character (the Bellevue-

Yorkville district on New York's East Side), to discover whether

intensive application of known health measures would materially

diminish sickness and reduce mortality rates. By 1928 the Fund
began to organize a small scientific staff to study these demon-

strations and make definitive reports. For the period beginning

in 1936 the keynote was measurement—of the prevalence of dis-

ease, of population problems and trends, and of public health

methods and procedures. Most emphasis was placed on ways and

means of promoting the hygiene of housing, good nutrition, and

mental health.

Currently, about half of the Fund's income is disbursed in

grants to other agencies or in fellowships, the balance being used

to finance studies of its division of research. The Fund carries on

an active publication program, including issuance of the Milbank

Memorial Quarterly.

Elements in Choice

These few cases give no final answer to the question of the rela-

tive desirability of direct operation. Size is one decisive factor. If

we except such research and educational institutions as the

Smithsonian Institution of Washington and the Rockefeller

Institute for Medical Research, which are foundations only under

an extension of the definition, the exclusively operating founda-

tions are small. This is almost necessarily so. One operating pro
gram may cost the supporting foundation any sum from less than

1 See Milbank Memorial Fund, jgoj-rg^o, New York, 1 940; also annual reports for

recent years.
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$5,000 to more than $100,000, with $25,000 a fair average for a

research project involving an investigator and an assistant for

perhaps two years. Each such project requires separate action by

the trustees, and very substantial time on the part of the founda-

tion's chief executive and central staff. Indeed, the $5,000 project,

involving a tight budget and probably inexperienced personnel,

may require more administrative oversight than the one budg-

eted at $100,000. It is therefore obvious that the foundation with

an annual income in the multiple millions would be ill-advised

to attempt direct operation with much of its available funds; the

load on central staff becomes too great.

The Commonwealth Fund has an income which now ap-

proaches $4 million a year, and substantially all its disburse-

ments are in the form of grants. This was not always so, and a

little more than a decade ago its then general director, Barry C.

Smith, set down his thoughts on this subject:

One of the knottiest technical problems encountered in the task of

giving away a million and a half to two million dollars a year is the

choice of a channel. The simplest way to translate such sums into

social action is to hand them over to established agencies for the

furtherance of their own programs. . . . But the established institu-

tion, by definition, is already able to command support from other

sources, and the foundation should be backing needed work that no

one else is ready to pay for. Moreover, many established agencies

tend to harden about a fixed idea; the most alert find it hard to

avoid the lag that creeps in between administrative routine and the

changing realities of the world outside.

The foundation may try to act more directly by setting up its own
programs to meet what it believes to be pressing needs. . . . The
advantage of close connection between a foundation and a field staff

is that the foundation can learn as well as lead through such contacts. 1

Taxation is a possible future factor. At the 1954 Hearings Be-

fore the Special (Reece) Committee on Tax-Exempt Foundations

allegations were made that foundation expenditures were largely

(as much as 90 per cent, one witness imagined) from sums which

would have gone to government as taxes except for charitable ex-

1 Twenty-Fifth Annual Report of the General Director. Commonwealth Fund, New
York, 1944, pp. 8-9.
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emptions. These witnesses failed to recognize that most of the

large foundations were created when gift and estate taxes were

nonexistent or negligible, and on current income any corporation,

without regard to exempt status, is "allowed as a deduction an

amount equal to 85 per cent of the amount received as dividends

. . . from a domestic corporation which is subject to taxation

under this chapter." 1 But The Rockefeller Foundation in its

reply pointed out one additional factor:

. . . The removal of the exemption might serve to influence some
boards of trustees, as a matter of provident discharge of their trust, to

discontinue grants and substitute direct operations in such fields as

scientific research, health, or public welfare, on such a scale that the

clearly deductible costs of operation would exhaust the income, leav-

ing nothing against which the tax could be assessed. Although the

benefits which could be derived from such direct operations might be

of great significance, there would be a corresponding loss of flexible

and strategic financial reserves available for the support of research

and scholarship in established institutions of learning— particularly

where uncommitted funds are needed to follow up on promising new
leads in scientific and scholarly investigation. Even though it would
be possible to discourage the grant-making function of foundations

by changes in existing tax laws, these changes would not insure

additional funds for the public treasury and might, in fact, work
against the public interest. 2

Such special considerations aside, the decision between grants

and an operating program turns chiefly on two factors, size of the

foundation and character of available staff. A large foundation

should not attempt direct operation for any substantial part of

its program. Any foundation undertaking direct operations must

have an efficient professional staff, both supervisory and to con-

duct the program. Therefore, only the relatively small foundation

possessing an effective staff finds the operating pattern feasible,

but in such hands it may result in very substantial achievement

with modest investment.

1 Internal Revenue Code of 1954, sec. 243.
2 "Statement of The Rockefeller Foundation and The General Education Board

by Dean Rusk" in Hearings Before the Special (Reece) Committee to Investigate Tax-
Exempt Foundations, Part II. Government Printing Office, Washington, 1954, p. 1074.
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Temporary Staff

Most of the general observations in the preceding chapter con-

cerning professional staff apply with special force to personnel of

operating foundations, where action as well as judgment are re-

quired, and staffs may be of substantial size. Additional consider-

ations enter where the plan of operation includes temporary or

ad hoc staffs on particular projects.

Under this plan the permanent central staff may be relatively

small, consisting at the policy level of an executive director and

several specialists in fields of the foundation's interest. These may
include an educator, or a staff economist, or medical director, or

psychologist, as the case may be, together with perhaps a statisti-

cian and an editor or publicist. On occasion these specialists may
themselves conduct surveys or action programs in their particular

fields, but they have the additional task of helping design and

supervise special projects for which ad hoc staffs are hired.

Difficulties in engaging ad hoc staffs were discussed in the appro-

priate chapter. Supervising such personnel presents many prob-

lems, practical and ethical, for the operating foundation. To re-

duce these difficulties the preliminary negotiations should be con-

ducted with great care, and the chief details concerning scope of

project, time schedule, budget, responsibility for and use of the

findings should be put in writing, in a contract or a formal letter.

Time schedule is a frequent difficulty. Good research cannot

safely be hurried. But all inexperienced, and many experienced,

research men severely underestimate the time a given project will

require, particularly if a written report is involved. Unavoidable

delays, due perhaps to illness of the research director, his assist-

ants, or people he must see, may occur. The very freedom charac-

teristic of an independent job under foundation auspices may
prove disastrous to individuals lacking strong self-discipline. One
foundation hired an expert in finance to do a research job in his

field in 1 938, with the mutual expectation that it would be com-

pleted in less than two years. With the final aid of a co-author, it

was issued thirteen years later, on December 31, 1951—mimeo-

graphed, since most of the data were then of merely historical

interest.
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Where time and human frailties are thus involved, no solution

is infallible; but the foundations can take protective measures.

First, the experienced central staff should review the proposed

time schedule and set realistic and liberal limits, though the proj-

ect director need not be discouraged from attempting the tighter

schedule he may have proposed. Second, the appropriation

should not be on an elapsed time basis, but fixed—at the liberal

amount which will cover the staff's estimate of time required.

Finally, the research director should be asked for periodic reports

on the state of his project, and is entitled to similar reports on the

balance in his appropriation. Even with all these safeguards some

projects will be uncompleted when time and money have both

run out. Not infrequently the research director is sufficiently con-

scious of personal failure so that he will complete the project;

otherwise the unhappy choice remains of abandoning it or voting

new moneys.

Sometimes projects fail. Indeed, the foundation which does not

record at least an occasional failure is either lacking in critical

judgment or is avoiding the more venturesome projects where

foundation support is most needed. But for the operating founda-

tion such failures offer special problems, particularly if a tempo-

rary staff is involved.

The judgment of failure is passed by the professional staff, often

after review by a trustee, a committee of that body, or an inde-

pendent outside authority. The project director, usually a person

of high standing in his field, is certain to be distressed at this judg-

ment, and probably disagrees. If publication would have been a

normal result of the study, an ethical question rises. An operating

foundation has certainly the right to dissociate itself from publica-

tion of findings which it believes are inconsequential or inade-

quately based; but it must also recognize that its own judgment
may be wrong, and it has no right to suppress findings. One oper-

ating foundation includes this paragraph in its letters confirming

appointment of temporary staff on special projects:

Manuscripts prepared for the Foundation are submitted for pos-

sible publication by us. If by any chance the manuscript should not

seem suitable for our publication, the Foundation will relinquish its
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rights with the single reservation that publication elsewhere will be
with acknowledgment of the Foundation's contribution in a form
approved by the general director.

Where adequate research results in substantive findings, the

nature of those findings is not pertinent. Some trustees or mem-
bers of the professional staff may disagree with them, but this

should not affect their treatment. This right of academic freedom

is common to both grant-making and operating foundations, but

on occasion reacts more severely against the operating organiza-

tion. For the press and public attribute to the foundation itself

any findings or even opinions that may be expressed by a research

director on the foundation payroll. Nearly all foundations take

the precaution of disclaimer statements in published reports

through a prefatory note or a separate statement, as for example

:

While the general responsibility for management of the Founda-
tion is vested in the Board of Trustees, the responsibility for facts,

conclusions, and interpretations in its publications rests with the

authors and not upon the Foundation, its Trustees, or its staff.

Publication under the imprint of the Foundation does not imply

agreement by the organization with all opinions or interpretations

expressed. It does imply that care has been taken that the work on
which a manuscript is based has been thoroughly done. 1

The practical effectiveness of such statements is unfortunately

slight. Though the operating foundation, and to a lesser degree

the grant-making foundation, must preserve full academic free-

dom for the research it supports, and would properly be blamed

if it distorted, controlled, or suppressed findings, those findings

will inevitably be attributed to the foundation itself. From this

dilemma there is no escape but in careful original selection of

projects and people, and the hardihood to withstand storms of

controversy, waiting for the longer, calmer judgment of time.

Originating Projects

It might be supposed that the primary difference between a

grant-making and an operating foundation is that the former

gives financial support to projects originated by others while the

1 This notice appears in all recent Russell Sage Foundation publications.
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latter sets up its own projects. Neither statement is wholly true. As

a later chapter indicates, most grant-making foundations have a

substantial part in stimulating and even helping structure the re-

quests for grants they receive, and operating foundations in choos-

ing their projects often benefit by outside suggestions. But the

operating foundation does have final responsibility for both

originating and administering a program.

It is not enough to select a broad field of interest for general

study; usually it is more constructive to define a problem, broad

or narrow, and devise projects which test out various hypotheses

directed toward solving that problem. For example, probation is

an important development; it could be studied in terms of proce-

dures in various states, the supporting legislation, statistical sum-

maries, and the like. It could also be explored as a problem: since

society suffers from those probationers who do not make good but

repeat their crimes, can objective tests be devised for selecting

offenders who are good probation risks? For instance, is the na-

ture of the felony a good criterion? Or age, marital status, job

availability, education, family interest measured by visits or let-

ters to the prisoner? The search for problem solutions usually re-

sults in broad collection of facts, the devising of still further hy-

potheses, and at the worst a knowledge of what will not work. In

the process both ideas and a man are being developed, and these

are the critical shortages in all foundation programs.

Suggestions for projects from the outside should be considered

carefully, though usually they will require revision and shaping

up to fit into the operating foundation's competence and pro-

gram. Many "target" projects aimed at a particular and narrow

purpose will be proposed; these may once in a while be worth

doing for their own sake, but usually should be rejected unless

they promise knowledge useful in a larger context or are of the

nature of pilot projects capable of repeated application.

In addition to encouraging spontaneous proposals from the

outside, the foundation needs to keep in touch with the leaders in

its field through constant correspondence, visits, attendance at

appropriate meetings and conferences, and through sharing in at

least advisory capacities in related programs. The persons it con-
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tacts should go beyond the established authorities and the officers

of formal organizations. On the dangers of relying only on recog-

nized authority the Ford Study Committee has said:

Some of the officers of foundations have been so fully aware of

their great need for cooperation from the whole world of scholarship

that they may have leaned too heavily on the advice of the best

known experts on any problem, with the result that they failed to

recognize and support some of the novel ideas that had the most
significance for the future. . . . Advice from institutional sources

should not be taken undiluted. It will have the disadvantages of such

advice; that is to say, it is likely to reflect the most respectable opinion

of the guild, and to be overly cautious about newer and more daring

ideas. Formal and long-standing committees are particularly subject

to this disease of organized timidity, and are likely to succumb to

institutional self-interest. 1

Length of Commitments

The desirability of time limits on commitments for temporary

staffs has been discussed. The situation is somewhat different

where "permanent" staff is involved. Among foundations

"permanent" is a relative term, since none is known in which the

principle of tenure has been legally formalized; but records of

long employment are common, and for staff with substantial

service records forced separations are rare.

When a permanent staff member has directed an important

study, or a series of related studies, he or she becomes a recog-

nized authority in the field and the foundation office a valuable

center of information, advice, and service. This stability of inter-

est and increasing knowledge in one field is often of great value to

the field concerned, and also to the foundation; for widening con-

tacts bring new germinal ideas and opportunities for effective

work. But the demands for committee service, consultations,

speeches, and the like may grow to the point where creative work

is crowded out; an eager and productive research man may be-

come an expert consultant. Such services are valuable, but they

may not be what the foundation intended. As in much foundation

administration, wise policy depends largely upon the individual

1 Report of the Studyfor the Ford Foundation on Policy and Program. Ford Foundation,
Detroit, 1949, pp. 105, 107.
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concerned. The differing problems may be illustrated by case

studies of three employees of operating foundations, whose

names are disguised:

Mr. Jones was already an authority in a field of social work when
he came to the foundation on a temporary basis for a special study at

the age of 57. The special study led directly to the organization of a

foundation department in that field, which Mr. Jones was invited to

head. After 16 years as head of this department, during which he

visited 40 or 50 places annually for study or consultation, published

two books and many pamphlets of his own authorship and directed

numerous other studies within his department, he decided at the age

of 73 to devote the "rest of my working time" to a quite different

earlier interest. He continued in this field for eight active years,

publishing two studies, the last of which appeared two days after

his death in his 81st year.

Mr. Smith joined by indirection, as field secretary of an association

supported by the foundation. Within a year he was on regular staff

as associate director of a department organized to promote work in

his field. Four years later he was director of the department. His

work was mainly missionary. He traveled extensively, consulted

widely, had a special genius for setting up organizations to conduct

needed studies or action programs. When he retired at age 65 after

29 years of service his department had published numerous useful

studies, but he had written none of them.

Miss Green shortly after college graduation was employed on a

study by an outside agency supported by foundation funds. Two
years later the committee conducting this study became an integral

part of the foundation, and still later, a department of its work, with
Miss Green in charge. Shortly her research began to bear fruit in

published studies—four of them in a span of five years. Miss Green
was now established as an authority in her field. In one typical year

she reported giving 36 addresses, writing 14 articles, serving on 12

committees, chairing two of them. But in the remaining 3 1 years of

her foundation employment only one foundation study appeared
under her sole authorship. (She was co-author of two others, and
wrote one book for an outside publisher.) A final "fifteen year" study

was left uncompleted when Miss Green retired.

Research vs. Service

Particularly for the operating foundation, the choice between

research and service is important. Close and continuing contact
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with a special problem invariably results in opportunities for

service in that field. These opportunities are enticing and some-

times demanding. Moreover, it is completely possible that in a

given field new knowledge is much less important than adequate

application and dissemination of facts already known. Perhaps

the most useful thing a foundation can do at a particular juncture

of knowledge and need is to employ a skilled organizer like Mr.
Smith and develop a service program. The choice, however,

should be made by the foundation, not forced upon it by outside

pressures or staff appointments not suited to the work planned.

The operating foundation which has determined on a program

devoted primarily to research must carefully restrict its replies to

service demands, which in moderation can give a realistic base

and useful direction to its research, but which too often preempt

the time and energies intended for creative work.

Reviewing Programs

Operating foundations in particular should review their total

programs at frequent and regular intervals. In them an inevitable

tendency exists toward institutionalization and continuance of an

interest beyond the point of maximum return. A glance at recent

history reveals how rapidly social conditions, and agencies con-

cerned with them, have been shifting. Sometimes our conception

of appropriate treatment changes, as in children's homes. Some-

times government takes over a field formerly a first charge upon

philanthropy, as financial aid for the needy aged. Sometimes a

voluntary agency arises to fill a need for which foundations were

formerly a chief resource, as in much disease research.

Grant-giving foundations are under some necessity to review

their program in connection with each new application for a

grant, but should at frequent intervals undertake a more general

review. In the operating foundation this need is more keen. Such

a general review should take place at intervals of probably not

longer than five years. The professional staff should, of course,

share in these periodic appraisals, offering evidence of the fruit-

fulness of work done, estimates of the importance of continuing

particular programs, and suggestions for new ventures. Decision
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in these matters, however, is the province of the board of trustees,

which might well appoint a review committee at stated intervals.

Participation in Publication

Completed research may be of little value unless it reaches at

least a minimal audience of potential users. In the past many
grant-making foundations have assumed that worthwhile find-

ings would reach their public. In recent years the sharp increase

in the costs of book publication have resulted in severe limitation

on specialized studies by commercial publishers and even by uni-

versity presses. Grant-making foundations are now rethinking

this problem, as a later chapter points out.

The operating foundation has usually assumed a larger share

in the dissemination of its findings. With permanent staffs and

usually longer continuing interests in a given field, many operat-

ing foundations undertake to issue their own findings under their

own imprint, and some of them engage in wide dissemination

activities through a variety of popular media. Details on some of

these programs are presented in Chapter 12.



CHAPTER 7

Applications for Grants

ALL WELL-KNOWN FOUNDATIONS
receive numerous applications for grants. The bombardment pro-

ceeds by mail, telephone, and personal visit; from individuals,

committees, institutions; and is directed upon the foundation's

central office, individual trustees thought to be vulnerable, or all

the trustees and officers. Such appeals are not a new phenome-

non, though they have probably increased with the growing com-

plexity of our society. They reach wealthy individuals also, and

may have constrained some of them to organize foundations. It is

recorded that when Russell Sage died in 1906, leaving a large

fortune to his widow without direction as to its use, she received

within six months 20,000 appeals "in writing, besides an un-

counted number by word of mouth." For foundations, such ap-

peals are a constant burden, and the necessary rejection of most

of them a source of much ill-will; but the remaining few, when
carefully screened and perhaps further developed, are the life-

blood of good programs.

The Flood of Appeals

More than thirty years ago the difficulties involved in handling

this flood of appeals were noted by one weary foundation execu-

tive at the end of his first year as acting president of the Carnegie

Corporation of New York. Said Henry S. Pritchett:

A charitable foundation becomes inevitably the Mecca of all

solicitors. Each of these is convinced that the cause which he repre-

170
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sents is essential and important. Men can sincerely believe this even

when the chief function of the cause which they represent is to furnish

salaries for those who conduct it. Nothing is more illuminating in the

study of such agencies than to note the wide gap between the accom-

plishment which they consider themselves to have compassed and
that with which unprejudiced and impartial observers credit them.

Some causes are exceptional, many are worthy, but the majority are

commonplace. 1

The volume of appeals a particular foundation receives varies

with its size, type, and recent publicity. The large foundation is

the inevitable target of the uninformed solicitor, who often makes

no effort to find out what the foundation's interests are but simply

assumes that where so much money is obviously available, his

worthy cause ought certainly to be aided. Definite statements of

fields of interest and of the types of appeals which cannot be con-

sidered may reduce these useless requests over the years, but

many applicants do not see or will not heed these limitations.

The Ford Foundation, because of its mammoth size and the

publicity which has attended many of its recent operations, is

frequently first in the minds of hopeful solicitors and idea middle-

men. Appeals were averaging about 300 a month during 1954

exclusive of fellowships, which may run to a hundred a day at

certain seasons. Yet in making grants of $60 million in 1 953, it

supported only some 168 projects (an average of 14 a month), and

many of these were continuations of previous interests, projects

developed by the Foundation's staff, or payments to organiza-

tions the Foundation itself had set up. Obviously the unsolicited

appeal proved acceptable in a very small percentage of the cases.

The Rockefeller Foundation reported for 1952 the rejection of

3,577 appeals. These rejections included the following categories:

fellowships, scholarships, travel, and training, 1,652; support of

local institutions, 353; scientific research and teaching, 350;

general development of educational and cultural institutions and

projects, 343; personal aid to individuals, 196; publication of

manuscripts, 112; studies and activities in the creative arts, 99;

cures, remedies, investigation of theories, and inventions, 70;

1 "A Science of Giving" in Reportfor the Tear Ended September 30, 1922, pp. 15-16.
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continued aid to previously supported projects, 52; conferences

and meetings, 43; public health projects, 24; purchase or disposal

of personal property, 20; charitable agencies or programs, 18;

assistance to displaced persons, 8; and miscellaneous, 237.

As this list suggests, the variety of requests for grants submitted

to any large foundation is almost unbelievable. Pleas range from

the literally world-shaking scope of a study of melting of the polar

ice caps with probable resulting displacement of the earth's center

of gravity to a small sum "to purchase a home and for my per-

sonal needs." We earlier reported:

Among requests for grants recently declined by one foundation are

the following proposed projects: purchase of a collection of patent

models; financing a campaign for a special religious "week"; promo-
tion of the peace plan of a local woman's club; personal loan of

$5,000 to be used in re-establishing the grantee's "business in a

medical line"; contribution toward the Red Cross campaign quota of

the proposer's home town; a souvenir booklet on an organization's

history; office space for an art center; publishing a folder of helpful

religious sayings for service men; an institute to "harvest the ideas

and constructive thoughts of the American people"; providing edu-

cation in domestic science and health practice in a local community;
financial help in preparing, publishing, or distributing a number of

proposed books; financial assistance for pursuing a course in medi-

cine; preparation and publication of a crime prevention manual;

translation and typing costs on the manuscript of a refugee scholar;

promotion of singing among boys at naval training stations and else-

where; purchase of a sound projector; a biological study of 20,000

families. 1

Some of these appeals, obviously, came from hopeful individ-

uals with a minimum of knowledge of organized philanthropy

and how it works. Their format ranged from cheap mimeo-

graphed letters sent to extensive lists to gold-embossed brochures

with expensive art work. In spite of foundation protests against

costly documents that savor of advertising agency production,

one experienced campaigner reported great success (chiefly

among family foundations) with 30 brochures in gold-printed

imitation leather covers with cellophane pockets for illustrations,

special printing, all prepared by "the best advertising artist I

1 Harrison and Andrews, American Foundations for Social Welfare. Russell Sage
Foundation, New York, 1946, p. 48.
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could find" at a cost of over $1,000 for the 30 brochures. 1 But his

gifts, ranging up to $80,000, were not solely the result of these

brochures, for he adds, "In my limited experience I have never

received any substantial sum from a foundation without personal

contact with at least some of the Trustees, and, with a single ex-

ception, I have never failed to receive a substantial gift when such

a contact has been made."

The appeals which win substantial grants from large founda-

tions are frequently the considered requests of individuals with

institutional backing, presented carefully and followed up with

personal conferences. The testimony of Dr. Frederick A. Middle-

bush, then president of the University of Missouri, before the

Select (Cox) Committee to Investigate Foundations is illustrative:

Mr. Forand. Would you, Doctor, for the benefit of the committee

explain to us step by step how your institution for instance makes its

application for a grant from one of the foundations and how that

grant comes to you, whether it is direct or whether it is through

channels or something like that. I think that would be very interest-

ing.

Mr. Middlebush. I will be glad to. Starting within the institution,

let's begin with the interested professor down in the department.

That is getting down to the grass roots.

He would talk over, in my institution—and institutions would vary

in this— as you will understand, but he would take his proposed

project up with his dean, and possibly with the dean of the graduate

school, and the research council. We would thus get an agreement

within the institution itself on the desirability of a request being made
for X number of dollars for this type of project.

In my institution we have definite board regulations governing

that procedure, and the papers are initialed along the way, so it is

not just some one individual getting an idea on his own and being

able to go to Washington or Chicago or wherever it might be to get

funds for his project. The proposed program is cleared through chan-

nels within the institution itself but this is not done at the expense of

eliminating individual initiative.

Not infrequently the application, which has been worked out in

detail, is taken to the foundation offices by one of the interested

parties— it might be the dean—and submitted in a personal confer-

ence. As a matter of fact the university official may have talked it

1 Quay, James K., "Experiences in Approaching Foundations" in Conference on

Wills, Annuities, and Special Gifts. National Council of the Churches of Christ in the
United States of America, New York, 1952, p. 85.
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over with a representative of the foundation before the application is

actually formulated in order to determine whether the project falls

within the scope of the grants being made by that particular founda-

tion during that year.

Now within the foundation itself, and the only organization I can
speak of is the one with which I am directly connected, and that is

the Carnegie Foundation, the project would be cleared through the

officers of the foundation and the Board.

A substantial grant, the one that I have already spoken of, of

$750,000 for some 40 colleges and universities in the South, was dis-

cussed very fully in a meeting of the board of trustees of the

foundation.

I think every member of the board, who was in attendance, be-

came thoroughly familiar with the nature of the problem that these

people were attempting to get solved, and how they planned to solve

it before a grant was seriously considered. They got the funds.

I would not want to commit myself on the exact time required for

all these negotiations. But as I recall, possibly three or four meetings,

or better than a year of study within the foundation itself, was re-

quired. Then the grant was actually made by the officers of the

foundation, with the approval of the governing board of the founda-

tion itself.

Now you understand you may well have other types of founda-

tions, with which I am not familiar, that have quite different

procedures, but that is the procedure in the Carnegie Foundation

and I assume that it is rather a typical procedure. At least I should

think it would be.

Mr. Forand. In other words, the funds go directly from the

foundation to the school or college.

Mr. Middlebush. Right. Now when the governing board of the

foundation has approved the grant and it has been cleared, then the

money goes directly to the institution— in our case it comes directly

to the business office of the university. We set up an agency account

on our books for it, and it is operated exactly as any other budgetary

item in the total university structure with the funds to that account.

Now it may not all be sent at once, you understand. Or there may
be successive checks sent if the grant extends over a period of time.

Mr. Forand. But even if it does come in small parts, it still comes

direct?

Mr. Middlebush. That's right, and it comes directly under all of

the governing machinery of my own institution, including our own
board regulations on how any dollars can be spent. 1

1 Hearings, pp. 11 8-1 19; with corrections by Dr. Middlebush.
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Case Study— The Davella Mills Foundation

Examples so far cited have been in connection with general re-

search foundations. But both the volume and nature of the ap-

peals differ somewhat with the type of fund. Family and corpora-

tion foundations, for example, have a larger proportion of local

appeals, including current support of existing agencies or even

individuals. An illustrative example is the Davella Mills Founda-

tion, which concluded its operations in 1954.

This foundation, named after David and Ella Mills, was set up

in 1935 by Canadian-born David B. Mills, spark plug and auto

accessory manufacturer, with original endowment of $1.6 million

in General Motors stock. There were five trustees, with Mr. Mills

serving as president until his death in 1944.

The first trustees' meeting simply obtained a list of Mr. Mills'

checks for charitable causes during the corresponding quarter of

the previous year and as its initial program duplicated these gifts.

Publicity was shunned, but word spread of the Foundation's ex-

istence, and appeals began to multiply; instead of quarterly

meetings, the trustees were meeting monthly, and an executive

secretary was employed. Program broadened, with careful con-

sideration of the special function of a foundation as donor in com-

parison with a private individual. Support was seldom given to

causes with wide popular appeal which were likely to receive

adequate support from the general public; aid was given to less

popular causes, and to pilot and demonstration projects. Some of

these the trustees themselves proposed.

Upon the death of Mr. Mills the Foundation received substan-

tial additional funds. Its program increased. Among recipients of

the Foundation's % 1 1 million in gifts over twenty years were

hospitals, colleges, and libraries in the United States and Canada
and abroad, homes for children and for the aged, Boy and Girl

Scout units, YMCA's, YWCA's, theological seminaries, religious

and educational movements, and some 500 students, many of

them from foreign countries, in more than 200 colleges. The
record of refusals is extraordinarily low, possibly because few

people knew of the existence and fewer the substantial resources

of this foundation; in the first twelve years some 2,373 grants were
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made and no record of declined applications was kept; in the

next seven and one-half years 2,360 applications were received,

of which 1,179 received grants, though frequently for less than

the amount requested.

These figures do not include a final flood of grant requests. On
October 1 , 1 954, through an error on the part of a metropolitan

newspaper, an implication was widely spread that the trustees of

this $ 1 1 million fund were having trouble giving away their

multiple millions by the required date of March, 1955. The fact

was that all funds had already been disbursed except for a small

reserve to publish a report and close out operations. But although

this misinformation was corrected in the newspaper six days later,

some 513 persons and agencies rushed in within a few weeks to

help the trustees spend their nonexistent millions.

We examined these appeals as a sample of such solicitations.

Fewer than half of them specified a dollar amount, the remainder

leaving that matter for later negotiation or the donor's generosity.

But the 2
1 4 mentioning amounts requested a total of more than

852 million. The requests fell into these broad categories: support

of local institutions (hospitals, churches, schools, libraries), 128;

fellowships, scholarships, travel and training grants, 97; scientific

research and teaching, 53; educational and cultural institutions,

for projects or development, 44; personal aid to individuals, 52;

youth services, 33; charitable agencies and programs, 25; publi-

cation of manuscripts, 25; studies and activities in creative arts,

23; cures, remedies, and inventions, 7; conferences and meetings,

5; purchase or disposal of real estate, 3; miscellaneous, 18. Among
the stranger requests received was one for $25,000 to produce a

new soft drink; a mere "850,000 to $100,000" to write books on

religious themes; $10,000 toward a divorce; $288 to pay a 1952

income-tax assessment.

The Lunatic Fringe

All large foundations, and many smaller ones, are the frequent

targets of a lunatic fringe. These persons have new roads to world

salvation or ingenious schemes for abolishing poverty at a stroke,

or achieving world peace, or inventing perpetual motion. One
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such proposal involved flood prevention by killing off cats. The
connecting links were these. Gats kill birds; harmful insects

therefore multiply because there are not enough birds to eat

them up; these insects in turn devour trees, and the tree-denuded

hills and plains permit disastrous floods, which erode land,

destroy cities, and threaten American civilization. Therefore, kill

cats.

Another grant request was based on the idea that sun spots

were a primary cause of economic cycles and also of personality

difficulties. To offset such cycles and difficulties the foundation

should finance the creation of a magnetic band around the earth

to short-circuit the rays produced by these sun spots.

These appeals are troublesome. The proposers are earnest,

dedicated, and exceedingly hard to shake off. Moreover, once in

a while they might be right. A foundation in the seventeenth cen-

tury would almost certainly have put Galileo in this class, with

his queer idea of the earth moving around the sun. So foundations

handle even these requests with care.

Guiding the Applicant

In view of the trouble and ill-will generated by the flood of

useless applications, many foundations make efforts to guide

applicants as to the types of proposals that can be considered and

the form of application desired. With respect to types of grants,

there is a choice of announcing categories of grants never made,

or reporting fields of present interest; and it probably is best to

choose both.

Prohibitions can be quite positive. The Rockefeller Foundation

carries in its annual reports this statement:

The Foundation does not make gifts or loans to individuals,

finance patents or altruistic movements involving private profit,

contribute to the building or maintenance of local hospitals, churches,

schools, libraries, or welfare agencies, subsidize cures or inventions,

or support campaigns to influence public opinion.

Russell Sage Foundation in 1 907, its beginning year, declared

three categories not within its scope. It would "not attempt to

relieve individual or family need," lest there be no money left for
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its special function of eradicating causes of poverty. It would

give no aid to universities and colleges, since the field of higher

education was then regarded as "sufficiently cared for by other

large agencies." It would not give "aid to churches for church

purposes." 1 But Mrs. Sage personally contributed liberally to

religious causes and presented the Church-in-the-Gardens to the

residents of Forest Hills Gardens, a foundation project.

The Commonwealth Fund, in a descriptive booklet dated 1 954
which it distributes widely, states:

As a matter of policy, grants are not made to relief projects, either

abroad or at home; nor to general educational institutions or com-
munity service organizations for building, endowment, or general

budgetary purposes. The Fund does not make loans, nor make grants

to individuals for any purpose other than fellowships.

The General Education Board, now in process of dissolution,

long carried these prohibitions in its annual reports:

The Board does not entertain requests: 1) to give or lend money
to individuals, whether it be for study, research, or other use; 2) to

invest in securities on a philanthropic basis; 3) to support propa-

ganda; 4) to contribute to educational institutions in any manner
which would replace, obviate, or render unnecessary support re-

ceived through normal channels; 5) to support organizations of a

charitable, civic, cultural, trade, or other nature, with the exception

of colleges and universities and closely related agencies.

The Ford Foundation has announced to applicants these

limitations:

Please note that as a tax-exempt organization, The Ford Founda-

tion can give its funds only for educational, scientific and charitable

purposes. It does not ordinarily make grants for endowment pur-

poses or general operating expenses; grants for construction are

limited to exceptional circumstances in which a capital improvement
is a necessary part of a larger program which the Foundation desires

to support. It does not support charitable projects limited to local

purposes or effects. Its current program does not provide for assist-

ance in the fields of medicine, public health, or the natural sciences. 2

1 Glenn, Brandt, and Andrews, Russell Sage Foundation, igoy-ig^.6, p. 26.

2 About the Ford Foundation. New York, 1955.
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The limitation may be geographic. Although international

needs and the effect of conditions abroad upon our own welfare,

and even survival, are being increasingly recognized, many foun-

dations limit their activities to the United States, a specific region

or state, or sometimes a locality. Such limitation may be in the

charter, by action of the trustees, or the effect of parochial legis-

lation. It has been noted that Texas does not grant tax exemption

for testamentary charitable bequests used outside the state. It

seems more than coincidence that in a recent list of 27 founda-

tions located in Texas, 18 reported operations only within the

state. The small foundation may often serve most effectively in its

local region, where it best knows needs and persons, but the limi-

tation should be by action of the board of trustees and subject to

change, not set up rigidly by charter.

Prohibitions can be definite, but it is seldom possible to be

equally specific about areas that will receive support. Most of the

larger foundations publish annual reports, in which the prospec-

tive grantee can discover the fields and projects for which money
has been appropriated in the most recent year. In some cases,

however, the support of a demonstration or pilot project in a par-

ticular area means that this foundation will not immediately

support another project in that field. Moreover, foundations recog-

nize the need for frequent, thorough changes of program. They
are also hesitant in setting absolute bounds to their areas of inter-

est, for here lies a danger of missing some undiscovered Einstein

with an unconventional proposal of outstanding worth.

Many foundations do, however, report general areas of current

interest. The Ford Foundation announced in 1 949, and reiterated

in 1954, five program areas: the establishment of peace, the

strengthening of democracy, strengthening of the economy, edu-

cation in a democratic society, and studies of individual behavior

and human relations. However, some of these areas are very

broad, and interpretations by hopeful applicants may be even

broader. With respect to the "establishment of peace" program

one correspondent seriously requested that the Foundation

"please send a rug to my mother for our dining room and paint

the living room yellow so that my father can have peace."
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In addition to general announcements of areas of interest, pro-

fessional staffs or trustees sometimes go a step farther by either

suggesting a needed project to a person or organization compe-

tent to handle it, or cooperatively working out its details. Testi-

mony concerning a Carnegie Corporation grant to Brown
University at the Select (Cox) Committee Hearings illustrates

this practice:

Mr. Dollard. Last spring he [Dr. Henry M. Wriston, president

of Brown University] and I had a fairly long session about the first

two years of college education. Mr. Wriston, as you know, has been

in higher education all his life. He has been president of one college

and one university, and taught at a third university.

He has been increasingly concerned that the boys and girls come
out of high school with a fairly high momentum; that is, they are

very interested in the learning process; they are very ready to be

stretched and pressed and made to work hard, and that the colleges

let them slump in their first year rather than pick up the momentum
they already have and get them going faster.

He has been very concerned as to how you could organize the first

2 years of college work to get around this problem, and he came up
with what I thought was a very interesting idea for a new series of

courses for the freshman and the sophomore year, which were de-

signed to catch the young people's interest, to make them work very

hard, but also to make them work with a purpose and a motive, and
bring them to their junior year not only better educated but with a

bigger head of steam.

Well, I had several discussions of this program with Mr. Wriston.

He submitted a long memorandum on it. We discussed it in our

office briefly in the spring.

During the summer one of the men worked over similar programs

in other liberal-arts colleges to see to what extent this duplicated

ideas which were being tried in other places. In October we began

a series of staff discussions.

I think we had three, and I think it was the day before the election

I went to Providence myself with my colleague, James Perkins, the

vice president of the corporation, and we spent an evening and a full

day with Mr. Wriston and all of the men who would be involved in

this program. When I say "a full day," I mean a full day. It started

at 8 and ended at 6.

During that time we had conferred, I think, with perhaps 35
members of the faculty at Brown. When we came back, Mr. Perkins
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and I made our report to the staff. It was unanimously agreed that

we ought to recommend it to the trustees. We did recommend it at

our last meeting on November 18, and the trustees accepted the

recommendation.

Now, that is a fairly typical grant, Mr. Simpson.

Mr. Keele. How large a grant was that?

Mr. Dollard. A quarter of a million dollars. 1

Form of Submission

It has been indicated that foundations receive appeals through

a wide variety of channels and in almost every conceivable

format. Their officers are often asked how they would like to re-

ceive requests, and what the most effective form of submission is.

In candor it must be acknowledged that these are two questions,

and the answers are not necessarily identical. Moreover, the

answers will differ considerably among the several types of foun-

dations.

Many cases can be cited of the effectiveness of pressure tactics,

particularly through personal visits, on donors, trustees, or staff.

Such cases usually involve new and family foundations, where

giving still largely follows the emotional and impulsive patterns

of most personal giving, and experience has not yet brought the

protections of formal procedures and investigative techniques.

Because of such differences, it is not possible to generalize. Mrs.

Wilmer Shields Rich, of American Foundations Information

Service, after interviewing many foundation executives on this

subject, advised applicants to remember:

1. That foundations are highly individualistic and that no set

pattern of appeal works with all.

2. That knowing all you can about the foundation is doubtless

your most important tool— the foundation's general characteristics

and its size will help you determine whether it is likely to be "project

minded" or to give for general budget support in its own region.

With the facts in hand, you will not approach a "round" foundation

with a "square" appeal.

3. That giving yourself the mental exercise of preparing a clear,

concise statement of your needs will not only help you to select more

1 Hearings, Testimony of Chades Dollard, p. 332.
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skillfully the foundations you wish to approach, but will make your
contact more effective, whether the initial one be personal or writ-

ten.

4. Finally, that proceeding in this manner makes your appeal

more acceptable even to those foundations with which you may have
a close personal contact. 1

The executive of one large foundation asserts that pressure

tactics are on the increase, probably because of the growth of a

professional fund-raising group that believes this is the fastest

road to results. But, says this same executive, "While we try to

be objective in ourjudgments, nothing prejudices us more quickly

against a project than the use of pressure tactics or a lavish presen-

tation." In the better-organized foundations no project is voted

upon until it has had the customary staff investigation and

written appraisal. Each trustee is aware that he is but one mem-
ber of a board, and himself has no power of approval. Indeed, in

some foundations trustees are required to withdraw from board

meetings during the discussion and voting on a project in which

they have a personal interest.

The first presentation, say most large foundations, should be in

writing. A personal interview takes at least half an hour, and then

if the subject is promising a memorandum must be dictated and

a written presentation still must be made. As for the person who
insists that he can talk about the proposal but not write it, this

usually means the project has not yet been thought through and

is not ready for presentation.

The letter should be relatively brief. "I will always read a two-

page letter," says the executive of one large foundation. "If it is

longer than that, make it a one-page letter with attachments

—

which we may or may not read. We would never get through the

day's mail if first presentations came completely documented."

At least one foundation has prepared a suggested outline for

filing project applications (reproduced on page 1 83) . This outline

is not presented as ideal or for universal use, but it does suggest

the sorts of information one foundation desires in its applications.

1 Rich, Wilmer Shields, "How Foundations Prefer to Be Approached" in Confer-

ence on Wills, Annuities, and Special Gifts, p. 83.
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SUGGESTED OUTLINE FOR FILING PROJECT APPLICATIONS

1 . Name of project.

2. Organization sponsoring or proposing project.

2a. Is organization tax exempt under Federal and State Revenue
Acts?

3. Address.

4. Name of Director responsible for organization and its proposed

project.

5. Field of operation (i.e., Public Health, Physical Medicine, Recrea-

tion, Education, Case Work, etc., etc.)

6. Purpose of project— i.e., Why the project?

7. Historical background of problem to which project is directed.

8. Plan of development of project.

9. How results are to be tested and proved?

10. What does proposer of project expect to be the outcome or results

of the project?

1 1 . What will be the value of these expected results?

12. How and by whom will the expected results be used?

13. What will the expected results lead to? i.e., in the way of new
methods, changes in practice, new services, lengthening of life, etc.,

etc.?

14. Is the proposal diplomatically expedient? i.e., Will it be likely to

arouse antagonisms, controversies or create "splits" and schisms?

1 5. Information on the personnel involved in the project.

a. Who are they and what are their qualifications?

b. Have they done this kind of work or similar kinds of work before?

c. Are they replaceable? If so, to what extent?

d. What is the history of their ability to cooperate and work
together as a team?

e. Who will serve as consultants to the staff and project?

(1). Qualifications?

16. What is the time budget? i.e., At what times and stages can certain

results be expected and when will final project be completed?

1 7. Complete financial budget.

1 8. What provisions or plans have been made for publishing results of

project?

19. Plan for progress reports to the Foundation. (Usually the Founda-
tion requires 6 months reports. However, certain types of projects

might best lend themselves to less frequent progress reports.)

20. Are other foundations or sources of funds financially involved in

this project?

Source: Louis W. and Maud Hill Family Foundation.
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The Ford Foundation suggests to applicants this briefer list of

points their initial letter should include:

The objective of the proposal

The methods by which it is to be accomplished

The period of time it is expected to take

The funds required and an estimated budget in some detail

The qualifications of the organizations or individuals involved, and
the organizations' eligibility for tax-exemption privileges

Whether similar projects have been undertaken previously

Whether support has been, or is being, requested of other founda-

tions. 1

Receipt and Acknowledgment

Foundations of every size need an orderly procedure for han-

dling appeals for their aid. Some one person, who may be the

office manager or a clerical worker, "logs in" the applications,

with notation of date and sometimes a one-line description. Un-
less very prompt action seems probable, acknowledgment should

be made of receipt of the application, with some indication of

when a decision may be expected. This is particularly important

if long delay is probable, as in the case of boards which meet in-

frequently and fail to invest executive committees with power to

act. If the appeal is urgent with respect to time but seems un-

likely to fit into the particular foundation's program, word to this

effect, delicately conveyed, may serve the applicant by speeding

submission elsewhere. All persons who handle appeals need to

remember that the applicant, unless he is a professional fund-

raiser or extraordinarily experienced, is personally deeply in-

volved in his proposal, and convinced, however trivial it may
actually be, that it is original and important and should have

immediate attention.

Rejection of the Unsuitable

The large majority of applications must be rejected. They are

out of program, they are mediocre or worse, or funds are simply

not available. In most foundations, and necessarily in all the large

ones, proposals that are clearly outside scope or established

1 About the Ford Foundation.



APPLICATIONS FOR GRANTS 1 85

policies may be rejected by a senior staff officer; sometimes the

trustees later briefly review the list of rejected applications.

The form of rejection is important. It is seldom desirable to tell

the applicant the real reason for rejection, particularly if the

project seems inadequate, unimportant, or even completely un-

worthy. First, this judgment might possibly be wrong; but

secondly, and almost surely, the applicant will not accept criti-

cism constructively but merely be angry with the foundation.

Charles Bollard, former president of the Carnegie Corporation of

New York, wryly admits that "by those outside foundation

offices, and especially by unsuccessful applicants, organized

philanthropy is sometimes characterized as the country of the

blind," and quotes with approval the advice of his predecessor,

Frederick P. Keppel, that it is "better to appear stupid ourselves

than to make the applicant feel that he has been silly."

It is perhaps remarkable that foundations do not receive even

more violent criticism and ill-will than is now apparent in view

of the number of appeals they must collectively reject. How
strong these feelings sometimes are is suggested in the testimony

of Chester I. Barnard, former president of The Rockefeller Foun-

dation, before the Select (Cox) Committee.

Those people whose requests are refused almost inevitably are

inclined to try to save what they think they have to save, their self-

respect, by saying, "This outfit has no money from [for?] me because

it is supporting that dirty line over here." . . .

There is nothing you can do about it because frequently you can-

not tell people why you do not give them money. If someone, a

group or an individual, comes and says, "I want this," you cannot

laugh his proposition down and try to make him ridiculous, nor can

you tell him that in our own judgment he is not competent. He can-

not accept that from you. It is the kind of an answer you have to

avoid and take the consequence of it, that is, being accused of playing

favorites. I think that is part of it.

The institutions who do not get from this foundation at least much,
if any, support are inclined to feel that you must be playing favorites

with Harvard or Yale or the University of Chicago, or others, and
it is not possible to say publicly the only reason you cannot give it to

them is that they do not have a group of scholars or scientists in their

organization that is really competent for the kind of high-level stuff
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that we want to support. You couldn't say it publicly because it

hurts the institution. So you have to let them say, "Well, this

foundation business is discriminatory," and so forth, and let it go
at that.

To publish the truth about these things is not publicly acceptable,

just as it wouldn't be acceptable about some individuals. 1

For these reasons rejections are usually based on limitations

within the foundation, without criticism of the proposed project.

They should be made as promptly as possible and always politely,

but with such definiteness that the applicant cannot convince

himself that with a few changes the proposal will be worth sub-

mitting again.

If the project seems a worthy one but simply does not fit in ex-

isting program, the rejecting letter may encourage submission

elsewhere. It is not desirable, however, to suggest the name of a

particular foundation likely to adopt it. If such a foundation is

known, it is better to telephone or write that foundation, describ-

ing the requested grant, and arrange for its submission only if

interest has been expressed.

A Central Clearing House

A proposal has often been made that foundations, or some

other agency in their behalf, establish a central clearing house to

which all grants would be referred, those obviously unworthy

rejected, and the remainder given a preliminary screening and

dispatched to the foundation operating most nearly in their

field. It was suggested in the Cox Committee Hearings2 that such

an organization might serve as a professional staff for the smaller

foundations, unable to conduct investigations themselves.

Certain surface advantages of such an arrangement would

seem not to outweigh, however, the fundamental dangers.

Though foundations have much less spendable income and total

resources than the public generally imagines, they are already

regarded as gigantic philanthropic trusts presumably wielding

vast national influence. For them to act in the most innocent con-

cert would inflate this specter to dangerous proportions. More
1 Hearings, pp. 559-560.
2 See Hearings; pp. 451-452.
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significantly, variety and individuality are of the very essence of

foundation accomplishment. An unconventional but worthy

project may be refused by half a dozen foundations and go on to

great success through the aid of still another. It would be danger-

ous indeed to set up any central body with power to blacklist a

project, however skilled and well-intentioned its single group of

examiners might be.

Some further steps in the direction of cooperation and inter-

change of information are desirable. This exchange took place at

the Select (Cox) Committee Hearings:

Mr. Keele. One other question: We have been told that since the

1 9 1 5 investigation conducted by Frank Walsh, foundations have had
a horror of collaborating or working together. Do you know whether

or not that is true?

Mr. Field. I think it is absolutely true. It is as much as your life

is worth to get a word out of anybody.

Max is trying to find out what some other foundation director is

doing. I think it is perfectly absurd, because there could be all kinds

of duplications. Of course, the ones that have annual reports you
could check pretty well.

Mr. Keele. There is no Sherman antitrust law, so far as I know,

that is applicable to foundations. I don't understand it, but I have

been told that. They are afraid to collaborate in any way.

Mr. Hahn. That's right.

Mr. Field. Of course, everybody is scared of monopolies or black-

lists, or something like that. You might get some of that feeling if they

collaborate too closely and some organization would say,
<£Oh well,

we haven't got a chance because the monopoly is against us," and so

on.

There might be some trouble, I don't know, but I would think that

the more that foundations can talk to each other, the better, myself.

Mr. Keele. I should think that there would be a greater ad-

vantage in pooling their knowledge and their experience and picking

each other's brains on occasions.

Mr. Hahn. It would be particularly helpful to the men who are

newer in the business. 1

This overstates the case. A generous sharing of knowledge does

take place. Indeed, one of the extraordinary charges made before

1 Hearings, Testimony of Marshall Field, president of the Field Foundation, ac-

companied by Maxwell Hahn, executive vice president and secretary, p. 452.
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the Special (Reece) Committee to Investigate Tax-Exempt
Foundations was that an "interlock," amounting even to a

"diabolical conspiracy" 1 existed among them and certain educa-

tional agencies, to use their funds in concert for reprehensible

ends. This is nonsense, but wide and helpful interchange of in-

formation does take place. At the trustee level, many are well

acquainted with the trustees of other foundations, and in some

instances one man serves two or more boards. The chief officers

of foundations usually know personally their opposite numbers in

other foundations in their field, and meetings, telephone calls,

and consultations are frequent. Officers of the older, more ex-

perienced foundations spend a substantial part of their time ad-

vising donors and the executives of younger foundations on pro-

cedures they have found useful. Regional meetings of foundation

executives are now held in Texas, Michigan, and New York.

Foundations asked to assist in this study usually gave freely of

executive time and opened confidential records.

Preliminary Screening

After the hopeless misfits have been weeded out, the remaining

proposals for grants must be handled. In the small foundation

without professional staff they may go directly to the board of

trustees, or prior to a trustee meeting may be divided among
those trustees for advance examination, with report at the later

meeting. With larger foundations they pass through a prelimi-

nary screening process on the part of professional staff.

In a foundation with special divisions, the proposal is referred

to the appropriate division for study and report. Staff contacts

with outside experts are wide, and not infrequently outside

opinion is also obtained. The Ford Foundation prefers less com-

partmentalization. Many projects involve two or more fields, and

the values of combined judgments are emphasized. While one

individual may have the chief task of "working up" the proposal,

it comes under general scrutiny of a program committee meeting

frequently and consisting ofthe six vice-presidents and the secretary.

1 Hearings Before the Special (Reece) Committee to Investigate Tax-Exempt Foundations.

Government Printing Office, Washington, 1954, Part I, p. 25.
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The Carnegie Corporation of New York has a smaller central

staff in which any high degree of specialization would be imprac-

tical. The staff member who undertakes study of a particular

proposal often makes field trips to examine proposal and person-

nel on the ground. He dictates memoranda of all conversations in

which Corporation business is discussed, and these memoranda

—

together with an extra carbon of all staff correspondence—are

regularly routed to top personnel. Wednesday afternoons are

sacred to the weekly staff conference at which these proposals,

and other Corporation matters, are discussed. A staff member
sponsoring a grant is supposed previously to have discussed it with

at least one other staff member so that he will be prepared for the

questions likely to be raised. In case of severe disagreement at the

staff meeting, discussion is adjourned and the two persons with

opposite views attempt to reach agreement at private conference

;

if this proves impossible, the project is brought up again at the

next staff meeting with sharpened presentation of the several

points of view.

The screening criteria vary widely both with the types of foun-

dations and with their own views. The family foundation inter-

ested mainly in supporting local welfare agencies and projects

may content itself with scrutiny of financial reports and enough

investigation of local conditions to establish relative needs. The
corporation foundation may add to these considerations the pub-

lic-relations value of the proposed contribution, or its possible

effect on its own labor relations. Foundations with large resources

able to undertake programs of national significance may also

differ widely in their emphases, as for instance between the values

of original study and the recording, publishing, and bringing into

use of facts already known. After its first eleven years the W. K.

Kellogg Foundation (established in 1930), reported its choice in

these words:

Research is of unquestioned value but support was already avail-

able for many worth-while projects. Relief is necessary but has come
to be an accepted responsibility of government. Nothing seemed
quite so important as finding ways and means to help the average
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citizen apply the knowledge that had already been won for him.

. . . How could the Foundation best help these people to help

themselves? 1

More than twenty years ago the Carnegie Corporation of New
York in its 1933 Report predicted certain tests in selection of enter-

prises to support that have proved generally sound:

The idea, its intrinsic importance, its timeliness, its place in the

broad objectives of the foundation;

The individual or group to carry out the work, and the facilities,

institutional and other, at command;
The opportunities for oversight and review, and the chances that

lessons useful elsewhere may be drawn from the experience;

The quality and weight of recommendation;
The evidence that the financial support of the foundation in

question is really necessary. 2

The outline for filing project applications suggested by the Hill

Foundation3 requests information bearing principally upon these

same points. Staff memoranda of a number of the larger founda-

tions have been examined on this subject, and while differences

exist in detail and phrasing, the Carnegie criteria are central to all

of them. One foundation adds an emphasis on "realistic budget-

ing and adequate plans for financing," and a warning against

supporting overlapping agencies or functions. Another reminds

its staff to examine the history of other attacks on the problem,

and to ask "why were previous attacks inadequate?" One founda-

tion is concerned about public reaction: "Who potentially favors

the project? Who potentially opposes it? Would failure of the

project be attributed to the Foundation, to the individuals direct-

ing it, or to the sponsoring agency?" In spite of this cautious note,

this particular foundation has embarked on a number of projects

of distinctly controversial nature.

Not infrequently the staff obtains special advice on projects of

substantial importance. Occasionally one of the trustees is an

expert in the field concerned, and his opinion is sought. Profes-

sional associations and individual experts with whom the staff is

1 The First Eleven Tears. Battle Greek, 1942, p. 4.

2 Report of the President (Frederick P. Keppel), 1933. New York, p. 15.

3 Reproduced on p. 183.
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acquainted are further sources. Or the foundation may employ a

special investigator on a temporary basis and receive from him a

written report.

Preparing Projectsfor Board Consideration

The preliminary screening eliminates a number of projects

which this examination finds unsatisfactory. The residue are

promising enough, and nearly enough within the agreed pro-

gram, to be brought before the board of trustees for final judg-

ment. Most of them will be submitted with favorable recommen-

dation; a few without recommendation; and perhaps several with

expressed reservations.

On this group of proposals still more work has usually to be

done before they are ready for definite board action. The prob-

lems of project design were suggested by Dr. Donald Young, of

Russell Sage Foundation, in his testimony before the Select (Cox)

Committee:

Mr. Young. I spend most of my time trying to develop projects,

following through on those that are in operation, stimulating new
interest, and seeing to it that the results get out into practice.

Mr. Keele. That is not quite the situation with the grant-making

foundations; is it?

Mr. Young. I think it is nearer the situation than most people

imagine. The general concept that a foundation operates by letting

it be known that it has money to spend for certain types of projects,

and then waits until projects come in, is erroneous.

I am sure, for example, that the larger foundations, such as the

Carnegie Corp., do quite a large amount of planning in order to get

the kind of projects they want brought in.

You see, it is not an easy thing to design a good project, especially

a large project, but even the little ones.

You don't just sit down in front of a table with a pad of paper and
say, "Now, let's make a project." It requires considerable back-

ground and considerable effort even on the part of the experts, and
for this there is no money.

Perhaps this is one of the difficulties in foundation work: that the

people who bring projects in are supposed to be able to design them,

to blueprint them to the point where they can be passed upon with

intelligence on their own, and the money comes after you have gone
that far.
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Now, it is frequently said by research people that the hardest part

of any project is to get it into that blueprint stage where you know it

is worth carrying through. When you have done that, you have done
at least a third of your work. 1

The involved processes in preparing for board consideration a

project of substantial importance may be illustrated by an

actual example cited by the president of the Ford Foundation.

The vice presidents and secretary constitute a Program Committee
which meets several times a week and reports to me its findings on
every grant proposal. This involves not only an appraisal of the pro-

posed project but a careful inquiry into the qualifications of the

agency conducting it.

If a project is approved by me for recommendation to the board,

it is then fully analyzed in materials supplied to the trustees for their

study well in advance of their meetings. . . . Let me give you an
example of the processing of a grant:

At their last meeting the trustees voted to make a grant of $500,000

to the trustees of the University of Pennsylvania for a study of con-

sumer expenditures, income, and savings in the United States. This

action was the culmination of months of study, investigation, and
consultation by the foundation's staff; of a careful appraisal of the

results of this work by several trustees individually before their meet-

ing; and of discussion and inquiry at the meeting itself.

The proposal had originated 6 months earlier. At a cost of more
than $1 million, the United States Bureau of Labor Statistics had
gathered data on consumer behavior in interviews with 12,500

families in 91 cities. The original purpose was to revise and improve

the Consumers' Price Index. This initial purpose was fulfilled, but

Government funds were not available to finance additional analysis

of the data which would be of great usefulness to economists, sociolo-

gists, and marketing and advertising experts. A general public bene-

fit would also accrue, since economists are generally agreed that a

greater knowledge of consumer behavior would be useful in under-

standing and minimizing fluctuations in the economy as a whole.

The desirability of tabulating and further analyzing the data was
initially brought to the attention of the Ford Foundation by the

Bureau of Labor Statistics in December 1953. In January 1954, mem-
bers of the Foundation staff discussed the project in greater detail

with Mrs. Aryness J. Wickens, Deputy Commissioner of Labor Sta-

tistics, and Mr. Robert Behlow, the Bureau's Coordinator of special

projects. It was decided that Mrs. Wickens would hold a series of

1 Hearings, p. 390.
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conversations with various universities to explore the possibility of a

cooperative project. As a result, the Wharton School of Finance and

Commerce of the University of Pennsylvania was selected to partici-

pate in the project.

In April 1954, the Wharton School, with the assistance of the

Bureau, submitted to the foundation a detailed proposal on the

project's scope, general purposes, and uses. They submitted descrip-

tions of the source books of basic data to be prepared by the Bureau

and of research studies to be undertaken by the Bureau, the Wharton
School, and faculty personnel of the University of Michigan, Yale

University, and the Carnegie Institute of Technology. They also gave

details of a proposed budget for the project, in addition to many
other exhibits and schedules.

The foundation then sent copies of the proposal to seven inde-

pendent, outside experts for their appraisal: [these persons included a

member of the President's Council of Economic Advisers, the direc-

tor of research for the Federal Reserve System, and five professors—

including one dean—from as many different universities].

The consensus of this group was very favorable and resulted in

constructive suggestions for the conduct of the project.

The validity of the sample used by the Bureau in assembling the

original data was the subject of consultation with three experts on
sample design [who were named] . These men all endorsed the sample

used.

Conferences were then held with those who would be responsible

for conducting the project [four names]. The proposed budget was
carefully examined, and it was found possible to provide for nearly

all the main points of the project even though the requested funds

were reduced from $688,150 to $500,000.

During April the vice president responsible for economic develop-

ment and administration programs and the staff member who had
assisted him in investigating and preparing the proposal presented it

to the foundation's program committee, where it was the subject of

a series of meetings. The committee approved it and transmitted it

to me. I reviewed it, approved it, and asked the Secretary to sum-

marize the proposal, with my recommendation, for inclusion in the

docket being prepared for the trustees' May meeting. After this and
prior to the meeting, the proposal was the subject of several discus-

sions between individual trustees and various officers of the founda-

tion. At the meeting, the proposal was repeated by oral summary;
and, after discussion, the trustees voted a grant for the project. 1

1 "Statement of H. Rowan Gaither, Jr., for the Ford Foundation" in Hearings

Before the Special (Reece) Committee to Investigate Tax-Exempt Foundations, Part II, 1954,
pp. 1 024-1 026.
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Such extensive attention to project design is unusual, but by no

means unique. The research foundations with professional staff

perform a useful service even to projects that are finally rejected

through the suggestions they make and the searching questions

they ask while a project is being prepared for board consideration.

Ten days or two weeks before each board meeting most founda-

tions mail to their trustees full agenda, including descriptions of

all the grant proposals that are to be voted upon at the meeting.

For a substantial grant the summary paragraph in the main
agenda may be supplemented by more detailed appendix mate-

rial, which will usually include a reproduction of the letter or

other document originally submitted by the proponent. At the

board meeting itself it is advisable to have present the staff mem-
ber most familiar with the given project, to present it orally and

to answer questions concerning it. Ordinarily the full board does

not hear the original applicant, though in exceptional cases this

may be a necessary or desirable procedure.

The by-laws of most foundations provide for approval of grant

appropriations by majority vote, but in practice the objection of

any trustee, founded on substantial reasons, is likely to result in

rejection. Marshall Field, president of the Field Foundation,

reported to the Cox Committee, "I don't think we have ever

passed on anything unless it is unanimous, after discussion with

the whole board. If there is any objection to it, we just decline it."
1

Where the proposed appropriations for all the grants being

considered exceed the available free money, it is customary to get

informal expressions on each proposal and then consider the total

budget. Necessary adjustments are made either by eliminating

the weakest proposals, voting less than the amount requested

where this can be done without serious damage, or extending the

time of some projects. Because voted appropriations are usually

used more slowly than anticipated and some are never spent at

all, foundations that are not rigid perpetuities often vote appro-

priations somewhat in excess of the year's surplus and anticipated

income.

1 Hearings, p. 438.



CHAPTER 8

Administering a Grants

Program

iiROCESSING APPLICATIONS for grants is

only the first step in a grants program. Major policy decisions

must be made in choosing among the more promising applica-

tions. What types of grants shall be made this year, under present

circumstances? To what agencies? Under what conditions? How
much follow-up is desirable, either for checking on the particular

grant or for future guidance? In many cases a further question

arises—termination or renewal.

General Policy

We consider here only broad policy questions, such as the

proper function of a foundation as compared with a private

donor; whether controversial subjects should be avoided or

specially chosen; the relative values of large grants or more
numerous small ones; whether grants shall be made to special

agencies, colleges and universities, or individuals; and general

administrative procedures. Specific areas of foundation activity

are discussed in later chapters.

In its Answers to the Select (Cox) Committee to Investigate

Foundations The Rockefeller Foundation set down these ob-

servations:

Early in the Foundation's history the Trustees recognized that

with limited funds and vast possibilities for their expenditure, choices

i95
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among various kinds of projects contributing to human welfare were
inevitable. They were faced with a choice between two lines of policy:

one was to engage in projects which were remedial and alleviatory;

the other was to search for problems which lie at the root of human
difficulties, and which require for their solution, or for any approach
to a solution, patience, tenacity, research, careful planning, leader-

ship, and adequate and continuing funds. The difference between
these two courses has always seemed to the Trustees of the Founda-
tion to be the difference between the less important and the funda-

mental, between a policy of scattered activities and a policy of rela-

tive concentration. . . .

In all this work no individual project has been considered an end
in itself. Rather the effort has been to choose for assistance only those

projects or persons that give promise of becoming, in the words of one

of the early Trustees, "the seed corn for the future." The idea is to

prime the pump, to look for germinal ideas and to help establish

standards that will lead to continuous improvement in the quality of

research and scholarship. 1

Most of the large research foundations accept these general

principles, which they may have expressed in different words.

But, as Chapter i indicated, many special-purpose foundations

have no freedom of choice, and the newer family foundations

often still follow patterns of individual giving, with emphasis on

relief and general support of welfare agencies. Again, the very

large foundation may not always find enough "germinal ideas"

to absorb all its income.

Large Projects vs. Scatteration Giving

Most foundations, in their statements on policy, favor concen-

tration in making grants—in terms of fields or even individual

recipients. They build on strength rather than weakness.

"Make the peaks higher," Rose used to say, by which he meant that

as the standards in first-class institutions were progressively raised,

the radiating effect would spread not only through an entire region

but across an entire country. The influence of a Johns Hopkins or a

Chicago would in the end reach every campus and every medical

school in the United States. 2

1 The Rockefeller Foundation, Answers to Questionnaire, pp. 30-32.
2 Fosdick, Raymond B., The Story of The Rockefeller Foundation, p. 100. Wickliffe

Rose was director of the Foundation's International Health Division.
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Another form of concentration consists in repeated attacks,

perhaps from different directions, upon the same problem.

Frederick Keppel once remarked that "a good foundation is

always conscious of the fact that baseball games are won only by

'bunching your hits.'" His own practice, however, showed no

slavish adherence to such announced principles:

His inclination to disperse benefactions widely appeared to spring

partly from a desire to be fair to all and partly from a fear of playing

favorites. Naturally this way of doing things had its disadvantages as

well as its merits. There is fortunately room for different schools of

thought respecting philanthropic policy and procedure. A good

many foundations operate on a theory that is quite different. They
try to focus and to concentrate persistently within definable areas or

along carefully chosen lines. Keppel's tendency to spread himself

wide and thin was trying to some of his trustees. . . .

... If pressed too hard, he would say, "I have to play by ear and

proceed by 'hunch.' I can't work otherwise." 1

Edwin R. Embree, formerly president of the Julius Rosenwald

Fund and still earlier a vice president of The Rockefeller Founda-

tion, spoke scathingly of "what Frederick Gates used to call the

great foundation sin, 'scatteration'—that is, the sprinkling of

little grants over a multiplicity of causes and institutions." He
added:

The published reports of almost any of the foundations show this

trend. A recent report of the (Rockefeller) General Education Board,

for example, lists forty-nine "major grants" to Southern white col-

leges and twenty-eight "major grants" to Negro colleges, thus cover-

ing with a light philanthropic dew a cross-section of the respectable

institutions of the region. In addition during the same year this

foundation made scores of smaller gifts ranging from $4,100 to as

little as $300 to 137 separate individuals and projects. . . .

2

Mr. Embree pointed out that "early Rockefeller leadership in

the building of the University of Chicago transformed the scholar-

1 James, Henry, "President of the Carnegie Corporation" in Appreciations of
Frederick Paul Keppel. Columbia University Press, New York, 1951, p. 58. Mr. James
was chairman of the executive committee of the Carnegie Corporation.

2 Embree, Edwin R., "Timid Billions," Harper's Magazine, March, 1949, p. 30.
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ship and the cultural level of the Midwest," and Leland Stan-

ford's munificence had been a similar leaven for the Pacific Coast.

The South, he added, needed such a standard desperately, and
called for a great university for the South, presumably through

a major foundation grant rather than the current scattered aid.

He seems not to have noticed such aid already given to such uni-

versities as Vanderbilt and Duke; indeed, the Duke Endowment
had granted to Duke University a total of $63 million by the close

of 1 953 ; total gifts of The Rockefeller Foundation and the Gen-

eral Education Board to the University of Chicago by the end of

1953 were $39.7 million.

The age of large foundation grants has not ended. Indeed, such

grants are probably increasing, due in part to the developing pro-

grams of several new gigantic foundations. One suspects the next

devastating criticism of foundations may allege wastefulness due

to large grants. However, though the number and combined

assets of foundations have grown markedly in the past decade,

their spendable income has not kept up with expanding national

income, and lags far behind the soaring appropriations of the

federal government, often in fields related to foundation inter-

ests. Therefore, foundations cannot assume a commanding finan-

cial position in areas where their contributions once were propor-

tionally large, and must to some extent adjust their programs to

activities of other agencies. The 1948 Carnegie Corporation

Annual Report had this to say:

If foundations, as now appears likely, are to contribute less than

1% of the future national research budget instead of perhaps 40 or

50% as formerly, they must make their contribution with great care

and in the light of the best available information concerning the

purposes for which the remainder of the budget is being spent. They
must husband their limited income for the germinal work, and shun

the expensive nose-counting projects which will answer today's

question without putting new knowledge in the storehouse for tomor-

row's use. They must be increasingly responsive to the opportunities

which balance great risk of failure against great promise of social and

scientific gain. They must look to the supply of young scientists

knowing that personnel is more important in research than money. 1

1 "Report of the President," p. 23.
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Sound policy suits the grant to the need, within available re-

sources, and concentrates on particular problems or areas for a

period of time. For some projects large grants are essential, but

small grants, if made in an area within which the foundation has

enough experience for good judgment, often accomplish great

ends. But it must not be assumed that small grants require little

attention; some of them need more staff time than large grants.

The case for large or small grants was thus summed up by

Raymond B. Fosdick, former president of The Rockefeller

Foundation:

The argument has been that a foundation capable of making large

grants for significant purposes should not scatter its funds thinly over

a wide area. With this argument there can be little quarrel. On the

other hand, it is exceedingly questionable whether a rigid line can

be drawn against the small gift. Often, a promising development can

be brought to fruition with just a few thousand dollars. Sir Howard
Florey's successful pioneering with penicillin required very little

initial financial assistance. . . . Bold strokes involving large sums

are frequently part of the strategic approach; but sometimes the

small gift, rightly placed, can powerfully affect the future. 1

Controversial Subjects

Should a foundation avoid controversial subjects, or by prefer-

ence enter such areas? Earlier practice tended toward the "safe"

programs. Library buildings, endowment funds for colleges, at-

tacks on hookworms, elimination of yellow fever, these were pro-

grams with which nearly everyone agreed. The selection might

be disputed, or some of the attendant conditions— as in the

heated controversy over pensions for professors. But gifts to edu-

cation, for research in medicine and public health, for discoveries

in the physical sciences, all these were accepted as undoubted

contributions to progress and to human welfare.

In certain other areas, notably the social sciences, the attitude

is very different. Discoveries nearly always disturb entrenched

individuals, institutions, or at least fixed prejudices. Abuse and

violent attacks descend upon any person or organization working

1 The Story of The Rockefeller Foundation, pp. 296-297. The initial grant to Howard
W. Florey was £250 for laboratory equipment.
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in this field. The very methods that are praised for their efficacy

in the physical sciences are here regarded as somehow dangerous.

This attitude was startlingly displayed in the testimony of

Norman Dodd, director of research for the Special (Reece) Com-
mittee to Investigate Tax-Exempt Foundations. Said Mr. Dodd,

referring to an alleged educational "network in which founda-

tions have played such a significant role":

It also seems to have resulted in an educational product which can

be traced to research of a predominantly empirical character in the

inexact or social sciences.

In these fields the specialists, more often than not, seem to have

been concerned with the production of empirical data and with its

application. Principles and their truth or falsity seem to have con-

cerned them very little. . . .

Mr. Hays. Mr. Chairman, I do not like to interrupt Mr. Dodd,
but I have several questions. Right here it seems to me there is one

that it might be well to ask him to clarify. He is tossing this word
'empirical' around with a good deal of abandon, and I wonder if you
would mind defining what you mean by empirical?

Mr. Dodd. It is based upon the accumulation of observable facts,

Mr. Hays, and the tabulation of those. What we would ordinarily

know as a statistical approach. 1

Five weeks later the only rebuttal witness that was permitted to

testify, Pendleton Herring, president of Social Science Research

Council, made this response:

The social scientists have an essential contribution to make. They
don't know all the answers, but they can explore many of the sig-

nificant problems and offer highly relevant facts on a variety of im-

portant questions. But since the committee's staff and other witnesses

have brought into question the methods of the social scientists, par-

ticularly their use of empirical methods, I would like to clarify what

is meant by the empirical approach.

To approach a problem empirically is to say: "Let's have a look

at the record." To employ the empirical method is to try to get at the

facts. Where feasible, counting and measuring and testing is under-

taken. There is nothing necessarily technical about empirical meth-

ods and there is no simple distinctive empirical method as such.

1 Hearings Before the Special (Reece) Committee to Investigate Tax-Exempt
Foundations, Part I, May n, 1954, p. 48.
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Congressional investigating committees normally follow an em-
pirical approach. To imply something immoral about using an em-
pirical method of inquiry is like implying that it is evil to use syntax. 1

The progress of The Rockefeller Foundation from the rela-

tively "safe" areas of medical research and education into the

more controversial social sciences and humanities was described

by its president, Dean Rusk, to the Select (Cox) Committee to

Investigate Foundations:

Now, to determine that human relationships and war were the

proper subject of foundation interest was in a sense to determine that

controversy itself was a proper subject of foundation interest. Con-

troversy itself tended to identify the location of the problem which
might need solution, whether in the domestic field or in the oversea

field. . . .

And so about 1928 and 1929 the trustees did consider very fully

whether they should not move into fields which were at that point

fairly strange to them, fields of social science and the humanities, and
it was agreed that they should do so, but on the basis of scholarship

and investigation and fact finding, and not on the basis of propa-

ganda or persuasion from any particular point of view. 2

The Cox Committee asked searching questions of foundations

as to whether they made an "effort to aid, assist, or support in-

dividuals, groups, or projects representing divergent views on

controversial issues" in education, international issues, govern-

ment and public administration, or economics. 3 A typical state-

ment of policy on this point was that made by the Carnegie

Corporation of New York:

When controversial issues exist in a field, the Corporation does not

attempt to deal with them by supporting individuals representing all

of the various points of view, but rather seeks to support individuals

who are sufficiently broad, judicious, and objective to rise above

controversy and to knit together and resolve divergent views. The
Corporation is sometimes disappointed in its search for such indi-

viduals, but this approach appears to be the only sound one. It is

certainly the method which accords most fully with ideals of objec-

tivity and maturity. 4

1 Hearings Before the Special (Reece) Committee, p. 800.
2 Hearings Before the Select (Cox) Committee, pp. 486-487.
3 Questionnaire, sec. E-3(c), 4(c), 5(c), 6(c). Reprinted in Hearings, pp. 751-752.
4 Carnegie Corporation of New York, Answers to Questionnaire, p. 32.
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The Reece Committee did not trouble to ask foundations about

their policies on controversial questions; its director of research

simply charged that the foundations together with certain educa-

tional organizations had engineered a wholesale revolution of the

American people toward collectivism, instancing social security

and other extensions of governmental power. Chairman B.

Carroll Reece, in his speech before the House calling for creation

of the Committee, stressed the same theme, directly and by

innuendo:

A very important question, which is vital to the future of the

American Republic, was never raised at all during the inquiry of the

82d Congress. This question is: Why do the pro-American projects

find it so difficult to get grants from some of the foundations? Some
large foundations must answer questions such as the following:

Have they financed studies regarding the excellence of the Amer-
ican Constitution, the importance of the Declaration of Independ-

ence, and the profundity of the philosophy of the Founding Fathers?

And, if not, what is their excuse for neglecting the study of the basis

of the American Republic? . .
.*

A member of his own committee, Representative Wayne L.

Hays, asked for a definition of "pro-American" during the hear-

ings, asserting that: "If pro-American means the pre- 1900 isola-

tionist policy of one of the political parties, I want to disagree

with that definition of pro-American, because that does not mean
pro-American to me." 2 The Rockefeller Foundation said quietly

that it would "suppose that a 35-year campaign against yellow

fever was pro-American," and that "institutions which nourish

the entire range of the religious, scientific, economic, social,

artistic, and cultural values of our society are, in the deepest and

best sense, pro-American in character." 3

Of course, danger does exist that a particular foundation may
enter a controversial area with the intent, not of discovering facts,

but of promoting a particular policy or viewpoint. In 1949 the

1 Reprinted in Hearings Before the Special (Reece) Committee, p. 29.

2 Hearings (Reece), p. 43.
3 "Statement of The Rockefeller Foundation and The General Education Board

by Dean Rusk, President" in Hearings Before the Special (Reece) Committee, Part

II, p. 1098.
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Judge Armstrong Foundation of Fort Worth is reported to have

offered an endowment valued at $50 million (in eventual yield

of oil lands) to Jefferson Military College provided it would teach

white supremacy and exclude as students or faculty all "persons

of African descent, which includes Negroes, and of Asiatic

descent, which includes Jews" ; another condition was reduction

of the number of trustees of the institution to five, with the Arm-
strong Foundation naming three of these. The news furor attend-

ing the school's refusal of the offer resulted in the further revela-

tion that Southern Methodist University had been offered $5
million from the same source provided it would bar Jewish stu-

dents from its classes. When the University's president declined

this offer, Mr. Armstrong is reported to have asked its regents to

discharge the president and reconsider his endowment proposal.

Few foundations would consider such overt attempts at con-

trolling an institution. A greater danger exists in failure to respect

the fine line that divides efforts to increase information from at-

tempts to direct opinion. Rapid progress in mass communication

and the techniques of thought control accent the dangers that

Frederick P. Keppel foresaw in this area some three decades ago:

Danger arises whenever any group with power in its hands,

whether it be a state legislature, or the board of a university or of a

foundation, believes it to be its business to use its power to direct

opinion. Any such group is a dangerous group, regardless of the man-
ner of its make-up, and regardless of whether its action is conscious

or unconscious, and, if conscious, whether benign or sinister in pur-

pose. . . . Foundations themselves are coming to have a progres-

sively clearer understanding as to the distinction between the

advancement of knowledge and the direction of opinion. 1

Because of their freedom from self-interest in most controversial

questions, foundations have, perhaps, a resulting special mandate

to enter these fields. For they are the only important agencies in

America free from the political controls of legislative appropria-

tions and pressure groups, and from such lay controls as temper

programs to the judgments and the prejudices of current con-

1 In Addresses and Proceedings, 27th Annual Conference of the Association of Ameri-
can Universities. New York, 1925, p. 71.
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tributors. Substantially their only control lies in their boards of

trustees. In earlier years the possible actions of such boards were

viewed with misgivings; experience has not borne out these fears.

When such boards act with vision and courage, which has been

the frequent record, foundation funds are in a unique position to

energize free minds, directed toward new frontiers of knowledge.

Selection of Agency

Through what channels are foundation funds most efficiently

put to work? Even in giving relief choice must be made between

direct gifts to individuals and grants to a welfare or religious re-

lief agency. For a research project the possibilities are numerous;

choice depends in part upon the nature of the project, in part

upon judgment as to the relative efficiency of a particular person,

agency, or type of research.

One of the first choices is between individual research versus

partnership, team, group, or area research. Some projects, involv-

ing knowledge in several disciplines, obviously require multiple

personnel. Within the universities the use of research teams is a

common practice, though this may reflect the availability of, and

the desire to train, numbers of graduate students. Extensive inter-

views and the collection of mass statistics are necessary features

of some projects, and are demanded for others where their value

is at least doubtful.

The report of a council for research in the social sciences in one

large university, based upon study of the results of many projects

through fourteen years, suggests that success may lie less in struc-

turing than in finding in any structure one dedicated and com-

petent individual. Wrote this committee:

We can state the major conclusions of this analysis in a few words.

Whenever full responsibility for the research in question has been

assumed by one single competent individual, or by a partnership of

two individuals, and whenever these individuals have retained the

direction of this research as their most pressing professional interest

for a period of several years, the results have been successful in all

but a small fraction of cases.

When, on the other hand, the project has been assigned to a dutiful

committee, the members of which regard the task as an incidental
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obligation to the University, the results have been disappointing. To
put the point in other words, even those group researches that have

been eminently successful have been projects initiated or enthusias-

tically accepted by some individual scholar, who has been made
project director and who has made it his prime responsibility to see

the study carried through to completion. . . . Even the successful

group researches have taken the form of glorified grants-in-aid to a

particular individual.

In the trinity of project, person, and institution each is impor-

tant but the essential ingredient is the capable individual. It is

only with this in mind that we can consider in proper perspective

the virtues and difficulties of various arrangements.

Grants to Persons

Very few foundations give grants directly to individuals, and at

least one of them has gone so far as to assert that "foundations

should not be permitted to contribute to individuals. Contribu-

tions should be limited to tax-exempt organizations." With this

we disagree; foundations should give their aid to whatever insti-

tutions or persons are in the best position to translate such aid

into outstanding public benefits. But aid to individuals is adminis-

tratively difficult. Facts about institutions are usually generally

available; those about individuals must be sought. More investi-

gation and greater complications may be involved in a grant of

$5,000 to an individual than in a grant of $300,000 to an institu-

tion of established reputation.

A further difficulty with individuals arises under present condi-

tions of danger and suspicion with respect to subversives. One
foundation, in addition to its usual concern for ability and integ-

rity, announced this policy:

In recent years we have also felt it essential to be concerned ex-

plicitly with the attitude of the individual or group toward Com-
munism. Quite apart from the national security implications of any
such affiliation, the Foundation could not recommend assistance for

any scholar or scientist unless convinced that the man in question

would employ sound, scholarly and scientific procedure, would inter-

pret his results with objectivity, and would without restriction (ex-

cept where classified material is involved) communicate his results to
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the world of free scholarship. It has become all too clear that scholars

and scientists who give their loyalty to Communism cannot be
trusted to conform to these basic requirements.1

In spite of difficulties, grants to individuals are appealing and
frequently rewarding. Andrew Carnegie, we have already noted,

desired to benefit the community by placing within its reach "the

ladders upon which the aspiring can rise." 2 Such ladders may be

institutional—libraries, schools—or they may be grants-in-aid to

the individual himself. By far the commonest form is the scholar-

ship or fellowship; these are treated in the separate chapter that

follows. Another form is the grant for living expenses while a

research or artistic project is under way, with little or no attempt

at dictating the nature of the project. Again, the grant may be

made for a particular project to be done by a particular indi-

vidual, the money going either directly to this individual or

through a college or other institution or association, earmarked

for his use. The latter procedure is adopted by most foundations.

Certainly it is administratively easier and safer than direct deal-

ing; but it may be slower and more costly, and unless carefully

handled the eventual recipient may find his freedom hedged by

the need to serve two masters. Especially in grants to individuals,

this matter offreedom is important. Said one foundation executive:

From our beginnings as an institution, we have insisted by word
and deed that freedom be a principal ingredient of the Fellowships we
give our Fellows. That we also give them money is, of course, true:

but the money, without intellectual and spiritual freedom, would

help hardly at all to the fulfillment of the purposes of this Foundation,

devoted to the highest good of mankind. For the basic condition

which makes possible any advance toward the greater good for man-
kind is freedom for men, as individuals, to find new paths to new
truths and new means for their expression. 3

A large manufacturing company is said to have paid a hand-

some salary to an inventive executive with the stipulation that his

1 The Rockefeller Foundation, Answers to Questionnaire, p. 46.

2 Carnegie, Andrew, The Gospel of Wealth and Other Timely Essays. Century Co.,

New York, 1 900, p. 1 8.

3 Moe, Henry Allen, "Report of the Secretary" in John Simon Guggenheim Memorial
Foundation, 1951 and 1952, p. 13.
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chief duty was to row out on the company lake, and sit there and

think. Many foundations are similarly convinced that the most

effective way to spend money is not to concentrate on particular

projects but to find superior individuals, give them freedom and

give them tools.

Educational Institutions

Colleges and universities are the commonest recipients of foun-

dation grants. Such giving may take a variety of forms. It may
constitute fixed endowment. It may pay for a building, books, or

other equipment, subsidizing "plant." It may be applied to in-

struction, through supporting a professorship, contributing to

current salaries, assisting in teacher-training, or improving the

status of teaching. It may finance research. It may assist the

needy student through scholarships, fellowships, or student loans.

Finally, it may finance study of education itself, its content or its

procedures.

Grants for endowment were once a common form of foundation

aid to colleges. In 1900 income from endowment supplied about

20 per cent of the total operating costs of higher education. The
large foundations which shortly came on the scene thought the

whole problem of higher education might be solved by simply

doubling or trebling existing endowments. The Carnegie Founda-

tion for the Advancement of Teaching greatly stimulated drives

for endowment among smaller colleges by making one of the re-

quirements for participation in the Carnegie pension fund for

professors the possession by private colleges of an endowment
fund of at least $200,000—after 1921, $500,000. By 1925 the

General Education Board was able to report that it had itself

contributed $60 million to the endowment of 291 colleges and

universities, 1 and under "matching" provisions that would mean
the addition of $200 million to such funds.

But in its report for 1 925-1 926 the General Education Board

acknowledged that higher education had less per student than

"a quarter of a century ago," when measured in purchasing

1 Not including its large contributions for endowment of medical schools.



208 PHILANTHROPIC FOUNDATIONS

power. The Board had already abandoned contributions to en-

dowment as a general policy, and in 1932, in 1937, and in 1952

gave consent, so far as the Board was concerned, to the progressive

removal of restrictions from funds originally contributed for per-

manent endowment, so that both the General Education Board

and The Rockefeller Foundation have given consent, so far as

they are concerned, to the use of endowment principal, after the

lapse of a specific number of years and on a four-fifths vote of the

trustees of the institution concerned.

If a foundation does give for endowment purposes, whether to

a college or any other institution, a time limit should be specified

after which other uses of the principal may be considered. If such

a provision is not included, it may be difficult or impossible to

free an endowment even if changed conditions make the endow-

ment useless and both donor and recipient desire the change.

College endowment is also notoriously uneven in distribution.

Two-thirds of the total endowment of the thousand private col-

leges and universities is said to be held by only 50 of these institu-

tions, which enroll less than 15 per cent of college students.

Lower interest rates and increased costs combine to make even

the largest endowments less effective educational aids than in the

past. Harvard University reported in 1954 an increase of $57
million in market value of its endowment fund in the past year,

to a new high total of $365 million. But endowment income now
pays only 3 1 .4 per cent of total operating expenses as compared

with 42.4 per cent in 1940, when the endowment was only Si 44
million.

Therefore, few foundations any longer contribute to college

endowments, in spite of pressures to do so. Further reasons for

reluctance include the feeling that a richly endowed college

might cling to useless and outworn curricula, failing to adjust to

current needs; the danger that fixed endowments might lose

much of their value through price inflations; and a growing con-

cern as to whether profitable investment can continue to be found

for the pyramiding sums involved in total philanthropic endow-

ment, life insurance, private retirement and pension plans, and

the vast new welfare funds in industry.
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Contributions for buildings are a close equivalent to endowment,

with the advantage that the whole gift is put to immediate use,

and it continues to pay a dividend in service so long as the build-

ing stands. Foundations are much freer in making capital grants

for buildings, libraries, laboratories, observatories, or expensive

special equipment. Such gifts may greatly facilitate training or

research in a field central to the foundation's current interest.

They may often be made in a form to stimulate contributions

from other givers, and are usually warmly welcomed. But main-

tenance costs of new buildings, involving superior lighting, heat-

ing, and perhaps air conditioning, have sometimes proved so

threatening that the gift was refused.

Fundsfor special courses or services are frequent. Where the foun-

dation's gift covers something the college would normally have

supported itself, it releases funds for another need. Where a desir-

able but not essential service is endowed, the college program is

enriched but the primary budgetary burden is not lightened.

Some such gifts have been so tightly conditioned that with the

passage of time they have become useless; colleges have refused

conditioned gifts more frequently than is generally known. Of
course, many such special funds result from requests originating

with the college authorities and represent a pressing need or op-

portunity as that college sees it; but whatever the origin of the

idea, it should be frankly and fully discussed on both sides before

the gift is made.

Examples of such gifts are the Alfred P. Sloan Foundation's

gift of 85.25 million to the Massachusetts Institute of Technology

for a new School of Industrial Management; the Old Dominion
Foundation's gift of $2 million to Yale University to expand its

program of psychiatric guidance for students, with the same

amount to Vassar College for a program of academic and per-

sonal counseling for students; and the Carnegie Corporation of

New York's continuing support of the Russian Research Center

at Harvard University.

Grants for research, usually on a specific subject, channel heavy

foundation funds through the financial offices of colleges and
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universities. "Channel" is used advisedly. The college adminis-

tration does not always welcome such "soft money" which is

likely to disrupt teaching schedules and sometimes covers only

the bare material and time costs of the project without allowance

for general overhead.

But universities and colleges are the natural training ground of

research personnel. In some disciplines, and particularly in the

social sciences where many foundations are now deeply com-

mitted, most of the leaders of thought are in the universities.

Therefore, a foundation interested in a particular problem is

likely to turn to an expert in that area in some university. Also,

an ambitious professor with an investigation in mind, finding the

funds of his own university inadequate or unavailable, turns to a

foundation for a grant. Experienced college administrators recog-

nize that teaching should be leavened with original research if it

is to remain fresh and vital, and are aware that the reputation of

the institution profits from the research of its professors and

graduate students; but they understandably wish to clear such

research proposals, weeding out the unsuitable and considering

the college program as a whole. The larger institutions usually

have machinery for this purpose in the form of faculty committees

or special research councils.

Approved grants are usually paid directly to the college, ear-

marked for the specific project. Sometimes such grants are made
with quite detailed administrative and reporting provisions, as

was the case in the Carnegie Foundation for the Advancement of

Teaching's Five-Year Co-operative Experimental Program to

Improve Undergraduate Teaching in Southeastern Colleges.

This project, begun in 1947, was designed "to assist professors in

carrying out research and study projects within the range of their

professional competence. Such grants are not necessarily subsi-

dies to cover all the costs of such projects." The Foundation speci-

fied that in the case of such subjects as engineering, the grants

"should not be for technical and professional research for which

industry and other interests may provide funds," and in no

case were designed to supplement other research funds or to

meet publication costs for research under other auspices. Among
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important provisions of the Memorandum as to Procedure were

these:

9. A project should be a complete workable unit in itself, or an
acceptable, intelligible, well-defined portion of a research area. It

should be important, pertinent and promising.

10. The applicant should be competent to do what he proposes,

within the time and other limits set. He should be free from avoidable

personal and official encumbrances during the period necessary for

the undertaking. [The college was required to report whether he

would be relieved wholly or partially from teaching, and whether

additional staff for relief would be provided.]

1 2 . His proposed plan of operation should be clear and acceptable

as to purpose, time, place, procedure, associations, rate of work, and
other matters essential to the project. The budgetary estimates should

be within limits known to the allocating authority as sufficient and
satisfactory.

15. [Reports, available for examination by the university co-

ordinator or Carnegie representative,] should indicate clearly what
the recipient believes he has accomplished in relation to what he

proposed. They should give informative and descriptive detail as to

his procedures, and findings sufficient to enable a reviewer to form

an opinion of the extent and quality of the work done.

16. They should include basic factual information briefly stated,

such as: amount received and expended; period of work; location;

manner of travel; living accommodations; whether original plan of

operation was followed; manner of recording work; names of prin-

cipal persons with whom work was done; unexpected handicaps and
advantages encountered; experiences which might be useful to other

recipients or the committee. 1

In addition to preparing these reports which the Foundation

would review, the recipient college was asked to consider whether

the project had accomplished as much as planned; was it "really

worth the time, effort, and money"; and should the record of the

work be filed in the library, published in a journal, mimeo-

graphed for distribution, or "held in abeyance"? Periodic, de-

tailed financial reporting was required.

A procedure so formally detailed is probably not necessary for

programs involving fewer individuals and perhaps a single uni-

1 Research—Creative Activity and Teaching: A Report by Howard Lowry and William
Taeusch. Carnegie Foundation for the Advancement of Teaching, New York, 1953,

pp. 163-164.
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versity, where understandings on the basis of personal acquaint-

anceship are often appropriate. But these are the kinds of consid-

erations any foundation making grants through colleges and

universities must keep in mind, and verbal or written under-

standings on most of them should be reached before the grant is

approved. After approval, the grantee should have complete

freedom within reasonable reporting requirements.

Foundations are often charged with favoritism in making re-

search grants chiefly to a group of large and already well-

endowed universities. Programs can be pointed out in which the

opposite is true, with grants placed chiefly or entirely in smaller

schools or a disadvantaged region—as in the Carnegie Founda-

tion program for southeastern colleges just examined. But in

general a few large universities do receive the bulk of foundation

grants. This is so because adequate research facilities and the

ablest personnel are largely concentrated in these places. When
the primary purpose is solving a problem rather than giving

financial aid to a college or training a man for research, it is wise

to seek the ablest man. This does have an unfortunate cumulative

effect. Not only do foundations turn first to the larger centers

where their search is simplified, but as a result, in smaller colleges

research opportunities are not being developed, and many of

their abler professors gravitate to the larger schools. From many
points of view distribution of foundation grants more widely

among colleges would be desirable, and would give needed en-

couragement to creative younger men whose reputations are not

yet fully established. But the risks of failure grow, and for the

national foundation without a local ear to the ground, the prob-

lem of selection is almost insuperable.

When colleges are used as channels for grants for research the

indirect costs present another area of difficulty. In accepting

grants for research, whether from government, industry, or foun-

dations, many college administrators argue for including in the

budget not only out-of-pocket costs such as salaries of personnel

involved, travel, and equipment, but also an added percentage

for indirect costs. Precedents for this position are found in many
college contracts with governmental departments, and are recog-
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nized in Section XV of the Armed Services Procurement Regulations.

The Atomic Energy Commission is currently reported to have

abandoned its 8 per cent top limit on indirect costs in favor of a

policy of negotiation, based on college participation in costs of a

piece of research which it is more eager to do than the agency, but

with full costs borne by the agency if the college is lukewarm

toward the project. The government's Interdepartmental Com-
mittee on Scientific Research and Development could not agree

on a uniform policy on indirect costs, but suggested that auditing

costs could be reduced "by allowing indirect expenses in an

amount not to exceed fifteen per cent (15%) of the total direct

cost of performing the project without substantial danger of over-

payment." 1

Many foundations, conscious of the difficult financial position

of most educational institutions, include an item for indirect

costs in their grant. The Ford Foundation study committee ad-

vised that "the Foundation should, when appropriate, include in

its grants an allowance for the cost of administration and other

general overhead costs." Others, particularly when the grant

proposal was initiated by the college itself, take a different atti-

tude. Said one large foundation:

We are not asking the university to perform a particular task, but

are willing to assist it in certain projects the university itself desires to

do. The foundation therefore will not cover administration costs, for

the university should share responsibilities. Involvement of the uni-

versity is an important factor in our estimate of a project's chance of

success.

Grants to Associations and Special Agencies

In addition to using universities, many foundations channel

their grants through a wide variety of associations and agencies,

some of which are operating organizations while others are inter-

mediaries. The grant may be made toward general support of the

organization and its total program. In this case the chief prob-

lems are to see that foundation support does not discourage gifts

1 Sponsored Research Policy of Colleges and Universities. American Council on Educa-
tion, Washington, 1954, p. 64. This volume includes a full discussion of this general
topic.
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from other sources; that the relative security deriving from such

support does not result in loss of initiative; and that the organiza-

tion does not become a permanent dependent, preventing the

foundation from entering newly promising fields.

More typically, foundation grants subsidize a new develop-

ment or a special research activity. A national health agency

might receive a substantial grant for research into a particular

disease. A local family welfare agency might receive a grant to

maintain a day-care center for an experimental two years, to see

if the service was needed and could be made self-supporting. In

cases where research is involved, the administrative relationship

to the operating agency does not differ greatly from that already

discussed with respect to colleges, and the same provisions are in

general appropriate.

As compared with the university, the independent agency con-

ducting research in the field of its own special interest has certain

advantages in intensive knowledge and exclusive concern with the

given area, together with freedom from such distractions as teach-

ing. But such an agency has distractions of its own in the form of

an operating program, the need to raise funds, and administra-

tive routines. Moreover,, it cannot readily call upon the construc-

tive criticism of experts in other but related fields. With respect to

research in the social sciences one foundation president concludes

:

There is no substantial evidence that research in the social sciences

dissociated from academic life is more favorably situated for efficient

operation by virtue of its isolation. Indeed, there seems to be nothing

that an independent agency can do which cannot be done at least

as well and possibly better in close association with an educational

institution. 1

The recipient of the grant is sometimes an intermediary rather

than an operating agency. "Subcontracting" is the term Paul G.

Hoffman, when director of the Ford Foundation, applied to this

form of operation. The National Research Council, Social Science

Research Council, American Council on Education, and other

similar agencies are used by foundations for such purposes. The
1 Young, Donald, "Limiting Factors in the Development of the Social Sciences,"

Proceedings of the American Philosophical Society, vol. 92, no. 5, 1948, p. 333.
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agency and the foundation agree on the general purpose of the

grant, and the foundation supplies the funds; the subcontracting

agency administers the funds, often parceling them out to a num-
ber of universities or other agencies able to undertake portions of

the project. In the case of the Ford Foundation, some of the early

subcontractors were agencies set up by the Foundation itself,

such as the Fund for the Advancement of Education, the Fund
for Adult Education, the Fund for the Republic. If a foundation

itself creates such an agency, it is desirable that true independence

be maintained, without interlocking directorships or attempts at

control by other means.

Where no agency operates in a field which a foundation sees as

desirable, it may sometimes create such an agency and subsidize

its beginnings, with the expectation that it will become inde-

pendent. When Russell Sage Foundation completed the Regional

Plan of New York and Its Environs and presented it in published

form, it recognized that the plan would not go into effect auto-

matically; it therefore launched the Regional Plan Association, a

voluntary organization of citizens of the region, to carry on the

promotional work and guide the development of the region in

harmony with it. The Foundation made an initial grant of

$25,000 "to enable the Association to get a proper start and se-

cure contributions from other sources." The year was 1929, the

eve of the great depression. Grants to the Association finally ex-

ceeded $550,000. It continues to exist, and is now wholly inde-

pendent of the Foundation's support.

In 1 953 the W. K. Kellogg Foundation made a three-year com-

mitment of $206,000 to the newly organized Foundation for

Research on Human Behavior "to provide the initial support for

an eventually self-financing organization." 1

Operations Abroad

Of 54 larger foundations answering the questionnaire sub-

mitted by the Select (Cox) Committee, only 15 reported foreign

grants; for an average year, the foreign grants of these 15 totaled

the modest amount of $7.7 million, with The Rockefeller Founda-
1 Annual Report, p. 26.
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tion and the Ford Foundation accounting for the major share,

$5.9 million. Some of these programs involve an exchange of

scholars, where a chief problem is to find an appropriate agency

abroad for their selection. Where more extensive programs are

concerned, additional questions arise.

American foundations operating abroad usually confer with

the United States Department of State, the government of the

foreign country concerned, and frequently with the United

Nations, They avoid control of their program, however, by any

of these agencies. Ordinarily they will not underwrite a program

in a foreign country at all unless it has at least informal clearance

from the government concerned.

Changes in government have sometimes been disastrous. The
China Medical Board of New York, which prior to 1 95 1 devoted

its resources to support of the Peking Union Medical College in

China, has abandoned its work in China proper; its 1 952-1 953
Report asserts that the land, buildings, and equipment of the Col-

lege, valued at over $7 million, were reported "nationalized by

the Chinese Communist Government on January 20, 1951 . Full

information regarding the status of these properties is not avail-

able at the present time."

Staffs abroad are not large. They are described by Joseph C.

Kiger, director of research for the Select (Cox) Committee:

Accustomed as we have grown to sizable United States govern-

ment bureaucracies abroad, the foreign staff employed by these

foundations is amazingly small. The number ranges from several in-

formal representatives of the John Simon Guggenheim Memorial
Foundation, who never receive more than $50 a year for expenses, to

the 46 full-time staff members employed by The Rockefeller Founda-

tion in its various foreign offices. Because of its historical interest in

international medicine and health the latter employs the largest

staff. The average number of employees abroad is five or six persons

per foundation. 1

Too little experience has accumulated to warrant definitive

answers to the problems of operations in other countries. Should

an outright grant be made to an organization or person native to

1 Operating Principles of the Larger Foundations. Russell Sage Foundation, New York,

i954> PP- 70-7I-
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the country concerned, or should an office be set up abroad for

purposes of supervision or direct operation? If the latter, is it

better to employ native personnel probably not familiar with the

foundation and the problem, or foundation personnel who must

become acquainted with a new language and culture? Further

study on such questions is needed.

Size and Duration of Grants

However channeled, grants are usually conditioned as to size

and duration, sometimes geographically, and sometimes in special

ways that may have profound effects.

Size may initially relate to power of approval. In many founda-

tions the president or other officers have discretionary funds from

which minor grants may be made without prior approval by the

board of trustees. In the case of The Rockefeller Foundation:

The officers of the foundation are authorized by the trustees to

make grants-in-aid and fellowships from funds appropriated annually

by the board of trustees specifically for these purposes. Grants made
by the officers pursuant to such authorization amount to approxi-

mately 15 percent of all funds distributed by the foundation. Each
grant-in-aid is limited to $10,000. Total allocations to a project may
not exceed $10,000 in any one year, and support to a project

through grants-in-aid may not extend beyond a 3-year period. The
average grant-in-aid is about $3,000; not more than 4 percent are

for as much as $1 0,000. 1

A more important size consideration is with relation to ade-

quacy. The oft-repeated philosophy of giving "as little as possible

for as short a time as possible" 2 needs certain modifications. The
very least money that will accomplish a desired objective is often

whatever amount is necessary to put to work the ablest person in

that field, amply equipped.

Some foundations make small grants even when it is obvious

that supplements will be necessary. This, they believe, gives them

1 Hearings Before the Select (Cox) Committee, Letter from Dean Rusk, dated
December 11, 1952, quoted on p. 647.

2 Embree, Edwin R., "The Business of Giving Away Money," Harper's Monthly,
August, 1930, p. 329.
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a chance to examine initial results and then vote additional funds.

Several objections exist. Able men are not usually willing to

undertake a new project with the possibility that it may be dis-

continued before completion, and even if they do so, the worry

and extra activities involved in seeking renewals may seriously

interrupt their work. The foundation can also scarcely avoid the

suspicion that it is trying to retain control over the project and its

findings. Therefore, it usually is desirable to appropriate at once

the complete anticipated costs of a project, even if payment is

made periodically or conditioned upon actual expenditures.

Duration. The cautions on timing advanced with respect to

operating programs need to be repeated in administering grants.

The estimates of the prospective grantee are almost always too

optimistic. The granting foundation will do well to take a realistic

view and expect results slower than promised. The terms of the

grant, however, should not encourage dawdling. A terminal

period, if this is liberal, is quite appropriate.

Where grants are made to an organization either to give it a

start or to initiate some new service which should prove self-

supporting, grants in descending amounts are common. In such

cases the grants might be $10,000 for each of the first two years,

$6,000 the third year, and a final $3,000 the fourth year, these

amounts being made known to the organization with the initial

appropriation.

Matching Grants

These were once common, and with some variations are still

not unusual. In the older pattern such grants were often asso-

ciated with capital-fund drives, for endowment or building con-

struction. A foundation would agree to match all other contribu-

tions to the given fund either on a dollar-for-dollar or a percent-

age base, up to a given limit. Or it might more dramatically

promise "the last $50,000" of a building fund for $500,000. The

General Education Board's 1951 grant of $7 million to Emory

University, for example, is to be paid in instalments as the Uni-

versity raises additional sums toward the "development program"

of $40 million.
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Where the goal is of necessity so large that it might not be

undertaken without such help, a matching grant may stimulate

other givers and stir the recipient agency to maximum efforts in

its own behalf. It is also possible that this illusion of giving

doubled dollars may have charmed trustees into ill-considered

contributions; and sometimes it may have permitted them to

shape the future of an organization unduly through the leverage

of a small conditioned gift.

Cooperative Grants

Grants are sometimes shared among several foundations.

Sometimes the need exceeds the available resources of a founda-

tion, which invites assistance from one or more others. Frequently

foundations belonging to the Kansas City Association of Trusts

and Foundations have shared the costs of grants. The several in-

formal groups of foundations in Texas, Michigan, and New York

City have discussed possibilities of cooperative grants within their

memberships. When a single foundation undertakes only a por-

tion of the cost and the benefiting organization contributes the

remainder, the grant is cooperative in a different sense, and is

usually called a grant-in-aid.

Sometimes cooperative grants are made chiefly in the belief

that the grantee will benefit from wider sponsorship. Operations

to date of the Council for Financial Aid to Education have been

underwritten by four foundations, the Carnegie Corporation of

New York, the Fund for the Advancement of Education, the

General Education Board, and the Alfred P. Sloan Foundation.

Special Conditions

Grants are sometimes made with special conditions. These may
require certain qualifying standards, perhaps involving changes

in the organization itself; or they may attach primarily to the

grant, making it available only after specified provisions are met,

or requiring assurance of future support for the program initiated.

By these means foundations endeavor to raise general standards

or ensure favorable conditions for the operation of their grant;
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and sometimes such provisions have effects far beyond the expec-

tation of either party.

The most famous example of a conditional grant which set

standards for a whole area is the Carnegie Foundation's "retiring

pensions for the teachers of universities, colleges, and technical

schools." It was obvious that a "college" had to be defined, and

by way of definition the Foundation required maintenance of an

admission standard for students of "not less than four years of

academic or high school preparation, or its equivalent," further

defined by units of work; a four-year college curriculum manned
by at least six (eight from 1921) full professors; the doctorate for

all department heads; and in private colleges a productive en-

dowment of $200,000 (from 1 92 1, $500,000). These qualifying

conditions were a tremendous lever in raising the standards of

colleges, which desired to be accepted both to acquire a free

pension system and to retain their professors. A further condition

(this one set up by Mr. Carnegie himself) denying admission to

the plan if a college remained in any way under the control of a

religious sect aroused heated controversy, church interests alleg-

ing that the Foundation was intent on destroying "Christian

education."

An example of an early conditioned grant specifically designed

to affect an educational system was the Peabody Education

Fund's offer of a grant of $1,000 to the city schools of Rome,

Georgia, provided the city itself would "vote a tax of $3,000 and

convert private schools into public schools." 1 Grants for library

buildings, whether made by Mr. Carnegie or in the later period

by the Carnegie Corporation of New York, were conditioned

upon the community furnishing a site and guaranteeing an an-

nual support for the library of not less than 1 o per cent of the cost

of the building. 2

The older conditional grants, upon which judgments can now
be made, have often profoundly affected the institutions and

sometimes the whole fields in which they were made, usually in

1 Quoted in Hollis, Ernest V., Philanthropic Foundations and Higher Education,

Columbia University Press, New York, 1938, p. 39.
2 Reportfor the Tear Ended September 30, 1922, p. 9.
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salutary ways. But precisely because of the leverage such grants

exert, care is needed. Critics call them a device for exercising in-

fluence out of all proportion to the gift, and question any at-

tempts to control internal policy through a promised financial

contribution. The General Education Board early recognized a

further refinement; the giver must not stand in the way of internal

growth:

. . . Even if it were possible to develop a system of public schools

by private gifts, it would be a positive disservice. The best thing in

connection with public school education is the doing of it. The pub-

lic school must represent community ideals, community initiative,

and community support, even to the point of sacrifice. The General

Education Board could be helpful only by respecting this funda-

mental truth. It therefore felt its way cautiously, conscious of the

difficulty, complexity, and delicacy of the situation. 1

The line between desirable and oppressive conditions might be

quite differently drawn in a particular instance by the grantor,

the grantee, and an outside observer. Any gift can work good or

harm; and a condition acts usually as a multiplying factor—in

either direction. In making a conditioned grant a foundation

should take particular care that the condition shall represent, not

the giver's prejudice, but a wholly disinterested desire to serve the

recipient or the broad field in which the gift is made.

Relations with Grantees

Closely akin to the problems of conditional grants are those of

relations with grantees after a grant has been made. The relation-

ship between officers of foundations and grantees is a peculiar

one. In this as in other trades, no one shoots Santa Claus. The
officer's lightest quip becomes wit of the highest order, and any

chance remark is a pearl of wisdom. Criticism, however bitterly

felt, is buried beneath a smiling surface so long as a grant, or

another grant, is in prospect. It is difficult for a foundation or its

officers to avoid highly inflated opinions of wisdom and worth, in

spite of such correctives as the remarks of disappointed grant

seekers. Undoubtedly some foundation officials succumb to this

1 Report for igo2-igi4% r>. i*i
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adulation and offerjudgments and suggestions which the grantees

(oversensitive on their part) regard as orders.

Wide agreement now exists that while a foundation has heavy

responsibility for care in selecting a project and grantee, after the

grant is made it should give the grantee a free hand. This has been

a developing doctrine. Here are three statements from officials of

the Carnegie Corporation of New York, at different dates:

One of the most difficult problems has to do with the degree to

which a foundation should combine with its function of giving

money that of giving advice or even of giving orders. This touches

alike its treatment of enterprises it helps with money and those for

which aid is refused. Of course there is no easy answer. The founda-

tion executive is frequently the best qualified to give sound counsel

or even to assume control, and the human temptation to do both is

ever present. On the other hand, in his particular case the power he

wields is only secondarily that of his own wisdom. Certainly the bulk

of recent criticism of foundation policies has been directed against

what the writers believe to be the dangers attending the exercise of

such power. 1

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. 2

Having made the grant, the foundation should in no circum-

stances tell the recipient what conclusions to reach in his research,

how or what to teach his students, or what to say in the book that he

is writing. Any such practice would be intolerable to scholars and

teachers, and at odds with the American tradition of free inquiry. 3

This concern for freedom of grantees has not always been true,

nor is it always true today. Dr. Middlebush, testifying before the

Cox Committee, cited an example of a grant offered to a Mid-

western university "accompanied with a very strong recommen-

dation that Mr. So-and-so be appointed dean to operate that

program.' 54 (The grant was declined.) At the same Hearings,

1 Keppel, Frederick P., The Foundation. Macmillan Co., 1930, pp. 47-48.
2 Annual Report, Carnegie Corporation of New York, 1938, p. 47.
3 "Statement by Charles Dollard, President, Carnegie Corporation of New York"

in Hearings Before the Special (Reece) Committee, 1954, Part II, p. 957.
4 Hearings Before the Select (Cox) Committee, Testimony of Dr. Frederick

Middlebush, President, University of Missouri, p. 116.
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Dean Rusk, president of The Rockefeller Foundation, testified

that when Cornell University asked for suggestions about organ-

izing curriculum and selecting staff in a special field, he wrote in

reply: "As for comment on the curriculum and the choice of

staff, it would be distinctly improper for me to offer any. When
we make a grant to a university like Cornell, it implies full re-

liance on the responsibility the university will take in such

matters." 1

Nearly all foundations now follow the Rockefeller pattern,

carefully avoiding any control over grantees. Indeed, in recent

years they have been charged with "irresponsibility" for failure

to exercise such controls. The research director of the Special

(Reece) Committee, just after charging foundations with forming

"an interlock" with certain educational organizations for "the

planning and control of certain aspects of American life," sug-

gested that:

. . . the committee give consideration to the tendency of foundation

trustees to abdicate responsibility. To illustrate: The following state-

ment has been taken from An American Dilemma . . . 'This study

was made possible by funds granted by Carnegie Corp. of New York.

That corporation is not, however, the author, owner, publisher, or

proprietor of this publication, and is not to be understood as approv-

ing by virtue of its grant any of the statements made or views

expressed therein.' 2

Although no course will escape criticism, experience suggests

that a foundation should : (
i ) before voting a grant, make certain

of the integrity and competence of the persons involved, the re-

sponsibility of the organization, and the worth of the project;

(2) after voting the grant, make no attempt to influence appoint-

ments or internal policy of the organization, avoid membership

on its board, and give counsel only if asked; (3) when requesting

financial and progress reports, avoid any suspicion of control over

the nature of findings or their distribution. In the unlikely case of

complete misapplication of funds or other malfeasance, discon-

tinuance of further payments or action for recovery is warranted.
3Hearings, pp. 51 1-5 12.

2 Hearings Before the Special (Reece) Committee, Testimony of Norman Dodd,
pp. 47, 49.
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Follow-up Procedures

Where a simple and definite purpose is involved—as in a con-

tribution to a building fund—follow-up is unnecessary. Smaller

foundations without professional staff may have no facilities for

follow-up. Detailed reports even with the larger foundations are

the exception, 1 with letters, visits, and informal procedures more
nearly the rule:

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.
2

One foundation, which includes in its program the "citizenship

giving" of its principal donors, maintains an "Item File" with a

separate folder for each grantee likely to be met in subsequent

years. A typical folder includes a brief history of the organization,

a list of officers and board members, a financial summary for

several recent years, details of the specific grant request, appraisal

by a member of the foundation staff together with his recommen-

dation, the action taken, and frequently a list of other large con-

tributors. Such records are particularly useful to family and cor-

poration foundations, where continuing support for operating

agencies is considered.

The Ford Foundation reported to the Cox Committee that it

does follow up grants, ordinarily requiring program and financial

reports semi-annually and at the conclusion of the grant period.

Moreover,

Whenever it appears appropriate the Foundation takes steps to

obtain an evaluative judgment on the program of a grantee from

persons familiar with its program but not affiliated with the grantee.

The Foundation occasionally has employed consultants for this

purpose. Follow-up by investigation is to be distinguished from direc-

tion or control. The Foundation . . . relies upon its grantees to

1 But see p. 2 1 1 for reports required by the Carnegie Foundation for the Advance-
ment of Teaching.

2 Josiah Macy, Jr. Foundation, Answers to Questionnaire, p. 8.
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carry out their programs and operations in a careful and prudent

manner. 1

The Rockefeller Foundation follows up its grants both by main-

taining contact with recipients and keeping in touch with the

supported projects. But any true investigation would precede the

grant; follow-up measures are quite informal, except for routine

budgetary procedures, for "creative scholarship flourishes best in

an atmosphere of responsible freedom." Financial reports where

grants are payable in instalments over a period of time are thus

described:

Payments are made on the basis of budgets presented to the

officers, and the recipient is required to submit a periodical report of

receipts and expenditures. These budgets and reports help Founda-

tion officers to keep informed of work in progress and to determine

whether or not the funds are being spent in accordance with the

terms of the grant. If there is any departure from the intent of the

grant, as a result of misunderstanding or otherwise, the Foundation

officer concerned with the grant is in a position to take any necessary

measures before the succeeding instalment of the grant is paid. 2

Nearly all the larger foundations do follow up their grants to

some degree. Financial reporting is the bare minimum. Most of

them require also progress reports if the project extends over a

substantial period of time, and a final reporting on results. They
may visit the project at various times, or— as is the frequent prac-

tice of the Carnegie Corporation of New York—hire on a tempo-

rary basis an outside person to go over the results of a grant in its

mid-career or on completion. The Corporation believes that such

appraisals are more objective than a staff appraisal might be, and

from such outside comment lessons useful to the Corporation's

future giving are often learned. Not infrequently, these reports

are forwarded to the grantee, of course after elision of any items

of a highly personal nature.

A delicate line divides the checking procedures required for

a foundation's efficient operation from attempts to control a

1 Ford Foundation, Answers to Questionnaire, pp. 15-16.
2 The Rockefeller Foundation, Answers to Questionnaire, pp. 43-44.
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grantee. Most foundations try not to overstep that line. For ex-

ample, the Ford Foundation study committee urged that its

trustees and officers "follow rather scrupulously" this rule of con-

duct with grantees:

The Foundation will make almost as great a contribution by the

advice that its officers are able to give out of their knowledge and
experience as by the money it grants. The Trustees should therefore

encourage the officers to give freely of their time as consultants to

important institutions or enterprises. The officers should, however,

be careful to distinguish between their role as consultants and their

role in the provision of grants. Once a grant is given for a project,

the Foundation officer should not attempt to control it. On the

contrary, he should make every effort to leave full responsibility in

the hands of the man in charge of the project and if asked for advice

he should, give it only with restraint and detachment. Similarly, he

should be sensitive to situations in which his advice is being asked as a

preliminary step toward an application for a grant. 1

Subsidizing Publication

Another aspect of appraisal and reporting is the final record of

the project itself, if it has involved experiment or research.

Should this be a bound book issued by a commercial publisher

or university press; a pamphlet; an article in a scientific maga-

zine; a mimeographed paper; or, in the Carnegie Foundation's

euphemism, should the record be "held in abeyance"?

Under present publishing conditions, few books or pamphlets

on specialized subjects can be issued without a printing subsidy,

and there are extra costs in preparing a final manuscript for the

typesetter, proofreading, indexing, and the like. Often the origi-

nal budget request includes an item for these publication costs.

Many foundations accept this item, on the principle that if the

project was worth a grant of perhaps $20,000 or more for the

original investigation or pilot study, it would be a pity if its results

should fail to reach the persons and groups who could profit from

it for lack of an additional $1,000 or so.
2

1 Report of the Studyfor the Ford Foundation on Policy and Program. Ford Foundation,
Detroit, 1949, p. 126.

2 Reporting and other forms of dissemination as a direct operation of the founda-

tion itself are discussed in Chapter 12.
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One foundation strikes from the original budget any publica-

tion item. If a worthwhile project results, however, it will some-

times vote an additional appropriation to aid publication, this

grant being limited to publication by the most economical means.

It seldom accepts a project which involves chiefly the subsidizing

of a hopeful author who has a tremendously important book to

write. Unless he has a record of at least one earlier publication to

show, sad experience indicates that the chances for a worthwhile

job are so slender the gamble should not be taken.

The Failures

No foundation engaged in a venturesome program can avoid

mistakes and failures. Indeed, the failure itself may be construc-

tive if the project design has not been at fault and the result is

honestly reported; for it shows one road that need not again be

attempted, and by narrowing the field helps point the direction

for successful search.

Even business organizations intent on profit are accustomed to

long chances. Said E. I. du Pont de Nemours and Company in a

recent report:

In research . . . the odds are set by a combination of factors:

The wisdom of management, the inventive genius of the scientists,

the dollars and facilities available for research. There's no advance
guarantee, then, that 1 in 20, or even 1 in 40 projects will pay off.

Rather, the test of successful research is management's ability to

fashion odds under which winnings will exceed losses by a profitable

margin. 1

Barry G. Smith, when general director of the Commonwealth
Fund, tried to reach a statistical analysis of failures in the Fund's

grants to independent organizations over a period of years. Re-

ported Mr. Smith:

Since this study was made by the staff which in all but one instance

had recommended the grants in question, it might be expected per-

haps to be reasonably sympathetic. The conclusion arrived at by
consensus ofjudgment was that 12.4 per cent of the grants had pro-

1 The Story of Research. E. I. du Pont de Nemours and Co., Wilmington, 1951,
p. 23.
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duced results of unsatisfactory character, while an additional 6.9

per cent had resulted in complete failure. The remainder were
reasonably satisfactory in results. This is not a bad record even for an
organization which makes a most careful study of each proposition

before acting; but it illustrates that giving which will secure returns

is not the simple thing it might appear. 1

Lindsley F. Kimball, vice president of The Rockefeller Foun-

dation, once observed that:

If one were to attempt an appraisal of results achieved following

any particular grant of funds, he would immediately discover that

he was appraising human performance. In every case of failure it

would be less likely that the original idea turned out to be defective

than that the disappointment would inhere in the operating per-

sonnel. 2

When failure is of this type, rather than simply a wrong turning

in a long search competently conducted, the project should be

abandoned without attempts to patch up or gloss it over. Addi-

tional funds spent on such tottering structures are usually wasted.

Termination or Renewal

A corollary of the "venture capital" concept of foundation

grants is the doctrine of discontinuity. A foundation should not

commit its income for long periods, but as soon as a project has

proved itself—or decisively failed—the foundation should with-

draw, to explore new fields.

This doctrine is more widely accepted in theory than followed.

When Russell Sage Foundation was established in 1907, advice

on grant policy was sought from many leaders in philanthropy.

Two of these persons were most insistent upon the need to keep

funds free, urging a policy of making grants to operating agencies

only in diminishing amounts over a period of years ("say five"),

and ceasing altogether at the end of the period. They were

officers of an organization that requested and received grants

from this Foundation for the next thirty-six successive years.

1 Smith, Barry C, "Philanthropic Dividends." Mimeographed paper.

2 "Human Needs and Philanthropic Opportunities," an address before the

National Committee on Community Foundations, Buffalo, N. Y., 1954.
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If a project or organization is merely limping along as the grant

approaches exhaustion, a plea for renewal is certain. The founda-

tion must then consider whether it should be abandoned, prob-

ably to die, or supported for a further term in the hope that it will

become viable.

When a limping project represents a new enterprise within an

existing institution, such as a university or social agency, the

parent institution complains that it has been saddled with a pro-

gram which it is now not desirable to drop, but which imposes a

heavy financial burden. One university administrator calls these

"inciting grants." Where the foundation has recommended or

urged the project, this complaint has much validity even when
both parties believed the program would be self-sustaining by the

end of the trial period. Where the grant was made entirely at the

urging of the institution, the foundation may still need to con-

sider the case for extension on its own merits.

Even when a project advances on schedule and shows every

evidence of success, the foundation is likely to receive requests for

renewed grants. In this case the requests may be even larger, for

a successful project almost always can be vastly expanded in a

number of new directions. It is hard to resist a plea for a little

additional investment which should multiply results in a field

already yielding high social dividends; and frequently such pleas

should not be resisted. But what was intended as a small experi-

ment for brief commitment may turn into a large and continuing

involvement, with loss of freedom for new ventures. Drastic termi-

nal action may at some point become necessary.

Where support has continued for a substantial period, a

terminal grant covering several years, perhaps in descending

amounts, is a usual practice. One foundation, in announcing such

a program, offers the agency the whole amount at once, to be

budgeted by the agency over the agreed three- or five-year

period. Such offers are usually accepted; if the agency should un-

wisely spend the total amount before the end of the agreed

period, it nevertheless cannot come back for a new grant, and by

the expiration of the period so much time has elapsed since the

last contacts that renewal efforts are unlikely.
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Executives of another foundation take an opposite view. They
admit that a three-year terminal grant paid at once would help

break down the pathway to the foundation's door. But they be-

lieve that most organizations would spend such a grant within

the first year, and the effects might be disastrous to the agency.

Regarding terminal grant procedure as important as the initia-

tion of grants, they prefer not to offer temptation through prepay-

ment of terminal amounts, but to fortify themselves against re-

newal requests.



CHAPTER 9

Scholarships, Student

Loans, and Fellowships

I^^TUDENTAID has always been a major interest

of philanthropy; it appears in the programs of so many founda-

tions that a special chapter was indicated. Such aid may be

offered as an undergraduate scholarship, based on need, a com-

petitive examination, or other selective device; or a student loan,

with the expectation that the principal, usually with interest, will

be repaid; or a fellowship, usually restricted to graduate study by

scholars of proved ability or for advanced work that may be con-

ducted entirely outside academic circles.

One of the most important contributions made by foundations has

been through scholarship and fellowship programs. Over the years

the foundations have searched for younger people with unusual

talent, and by providing funds necessary to their advanced training

have helped develop the manpower essential for leadership and
creative achievement in science, education and other important

fields of endeavor. The selection of such younger men deserves the

best skill and experience which can be brought to bear, and ways
and means must be continuously sought for recognizing talent at an
early stage. Dollar for dollar it is probable that these grants have

given the largest return to society of any single foundation activity.

This has been one of the primary interests of The Rockefeller Foun-
dation which has supported directly and indirectly more than 9,000

fellowships. The character and benefits of this effort are summarized

231
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in the Rockefeller Foundation Directory of Fellowship Awards 191 7—

1950, a copy of which accompanies these answers. 1

SCHOLARSHIPS

The scholarship concept has changed radically in recent years,

with the emphasis shifting from scholastic merit to financial need.

This is in part a reflection of the extraordinary increase in the

costs of college education. Up to 1 659 the total expense for Har-

vard graduates, including four years' residence in the college, ran

from $100 to $200. In this or other comparable private colleges

the four-year cost is now in the neighborhood of $8,000. Just when
a college education has been accepted as a near necessity for a

substantial proportion of American young men and women its

costs have risen to a point where they are nearly intolerable for

any but wealthy families, at least if two or more children are

simultaneously in college.

Partly to meet this situation, scholarships have greatly in-

creased in number. Their total is not known, but the United

States Office of Education recently reported 141,554 scholarships

from all sources in 1,198 colleges. These were awarded for a

variety of reasons, including service in Korea, living in or near

Lithopolis, Ohio, agreeing to enter teaching or the ministry, and

growing to a height of more than six feet, which makes basketball

prowess practically a certainty. Educational ability was often

a criterion, but was seldom decisive unless connected with need.

Indeed, whatever the selecting criteria, the amount of the scholar-

ship was usually determined, even to final dollars, by a close in-

vestigation of need.

Under this circumstance it is a misnomer to call these grants

scholarships. They are educational grants-in-aid. Indeed one

foundation, the Angier B. Duke Memorial, has abandoned the

term scholarship, dividing its gifts to students into "grants-in-aid"

where a needs test is applied and "regional prizes" where the

award is based on merit alone.

Scholarships come from a wide variety of sources, wealthy in-

dividuals, associations, foundations, business corporations, the

1 The Rockefeller Foundation, Answers to Questionnaire, pp. 144-145.
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schools themselves, governmental units. The concern of this chap-

ter, however, is with foundation projects in this field. The Rich

directory1
lists 1 98 foundations currently interested in fellowships

and scholarships by confirmed report, and a total of 376 in whose

charter, stated purposes, or recent grants this field is represented.

Selection of Students

In almost any scholarship plan, the candidates far exceed the

resources. In making choices, therefore, shall primary considera-

tion be given to financial need, or to scholarship, or will there be

a weighting for these factors along with such others as character,

participation in school activities, an estimate of leadership ability?

In his will Cecil Rhodes, British empire builder, set up these prin-

ciples for the selection of Rhodes Scholars at Oxford:

My desire being that the students who shall be elected to the

scholarships shall not be merely bookworms, I direct that in the elec-

tion of a student to a scholarship regard shall be had to

(1) his literary and scholastic attainments;

(2) his fondness for and success in manly outdoor sports such as

cricket, football and the like;

(3) his qualities of manhood, truth, courage, devotion to duty,

sympathy for and protection of the weak, kindliness, unselfishness

and fellowship; and

(4) his exhibition during school days of moral force of character

and of instincts to lead and to take an interest in his schoolmates, for

those latter attributes will be likely in after life to guide him to

esteem the performance of public duties as his highest aim.

Other quite specific criteria may be set up, depending upon the

purposes of the program. The LaVerne Noyes Scholarship Fund
awards its scholarships to descendants of veterans of World War I.

The Sears-Roebuck Foundation confines its scholarships to farm

boys entering agricultural colleges with a view to giving them
help in their first year in college, but with provision for continua-

tion of the scholarship for a small percentage with exceptionally

high grades. Other company foundations characteristically limit

1 Rich, Wilmer Shields, American Foundations and Their Fields. 7th ed. American
Foundations Information Service, New York, 1955, pp. xxxvi, 737-738.
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their scholarships to sons and daughters of employees. The
Atkinson Charitable Foundation of Toronto has made several

grants for college training of the deaf through the Canadian Deaf

Scholarship fund. Geographical limitations are common, particu-

larly with smaller foundations and community trusts; these some-

times assist only students from a given city, county, or state, or

limit aid to students going to a particular school or schools. Again,

the limitation may be with respect to study in a particular field,

a subject later discussed.

The regional "prizes" of the Angier B. Duke Memorial are an

example of scholarships in the older sense, with no consideration

of financial need. They are limited to residents of the states of

North and South Carolina for attendance at Duke University.

Thirteen such awards are now made annually, worth $1,000 per

academic year and continued through four years if the winner

remains in the top quarter of his class. The bases of selection are

these:

1. Secondary school scholastic record (candidates will be re-

stricted to the upper 25 per cent of their classes).

2. College aptitude as shown by tests.

3. Breadth of interests and native ability as indicated by extracur-

ricular activities,— their nature, quantity and degree of success at-

tained in each.

4. Participation in church and other organizations, with particular

reference to the display of qualities of leadership.

5. Personality, appearance, stability, poise, and vitality as evi-

denced in personal interviews. 1

Establishing criteria is only the first step in student selection.

Shall the foundation do the choosing, or delegate it? The prob-

lems are not simple. First, adequate announcement of the scholar-

ships must be made so that promising students will apply. If

candidates are numerous, a preliminary screening will remove

the obvious misfits. Where scholarship is one criterion, objective

tests should be conducted by some independent agency; school

grades are not always revealing, particularly if several different

schools are involved. The need situation may have to be investi-

1 Report, Angier B. Duke Memorial, Inc. New York, 1951, p. n.
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gated. Correspondence with high school principals, guidance

advisers, friends of the family, college deans, and others will be

involved. And for nearly all programs a leisurely, full interview

with at least the finalists for the award is required.

One foundation tried to solve this problem by using volunteer

interviewers, largely faculty members from neighboring colleges.

This method was simple and inexpensive, but had little else to

commend it. Because of the number of applicants, the interviews

were brief and superficial. The system was abandoned "when it

was discovered that some of the volunteers were exploiting the

interviewing opportunity to recruit boys for their particular in-

stitutions."

The Chicago Community Trust administers three scholarship

funds, permitting the granting of 157 scholarships amounting to

$95,913 in academic year 1953- 1954. Two of these funds are

limited to graduates of high schools in Cook County who may go

to a wide variety of colleges; the other is for nurses' training in a

number of named schools in the Chicago area. Selection for the

college scholarships involves these steps: Recommendations are

made by principals and senior advisers of all public and private

high schools in Cook County. The resulting applications, after

review by the Trust's office, are referred to the Scholarship and

Guidance Association, a private social agency in Chicago, which

administers a battery of psychological, aptitude, and personality

tests. On the basis of these tests, the most promising candidates

—

and their parents—are carefully interviewed by caseworkers of

the Scholarship and Guidance Association. A report summarizing

these interviews, the test results, and the recommended amount
of the scholarship for each of the finalists is submitted for separate

study to the chairman of the Scholarship Committee and the exe-

cutive director of the Community Trust, with final selection made
after joint discussion of each case.

Where scholarships are limited to a single named college, the

process of selection may appropriately be turned over to the col-

lege itself. Indeed, if the sole function of a fund is supplying

scholarships in one college, little need for separate organization

exists. Unless the donor has financial reasons for not desiring his
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funds to be invested and administered by the college trustees,

matters would be simplified by transferring the trust at once to

the college.

Where selection is to be made from a special group, as for ex-

ample a "sons and daughters" scholarship plan of a corporation

foundation, problems in public relations may be encountered.

The carefully thought out plan of the Ford Motor Company
Fund may serve as an example.

Ford Motor Company Fund Scholarships

Beginning in 1951, approximately 70 four-year college scholar-

ships have been awarded each year to sons and daughters of Ford

Motor Company employees who receive base pay of less than

$786 per month (in 1955). Sons and daughters of former Ford

employees now deceased or retired also are eligible under certain

conditions. The applicant must be a high school senior in the top

third of his or her class, and is chosen on the basis of test scores,

class standing, recommendations of high school principals, and

other factors, by a scholarship board composed of nine noted

educators. Under terms of the scholarship grants, the Fund makes

a contribution to the college selected by a winner. The amount

covers general tuition, fees, and a portion of cost for room and

board for the normal academic year. The maximum grant made
for living costs is $300 in the case of a student living at home, or

80 per cent of reasonable room and board cost with a $750 maxi-

mum in the case of a student not living at home. Scholarships

continue for four years if satisfactory personal and scholastic

standards are maintained. The Fund also will contribute an

annual $500 cost-of-education grant to privately endowed col-

leges or universities for each winner in attendance. By this means

the Ford Motor Company Fund makes a direct contribution to

the private colleges of the nation without the onus of selection;

the scholars do the choosing. In full operation this program may
cost some $400,000 annually, of which possibly $60,000 will

represent the cost-of-education grant, depending upon the pro-

portion of private colleges chosen by the winners.
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Several other companies now operate similar plans, a few in-

cluding a cost-of-education supplement. The Union Carbide

Educational Fund, in addition to full tuition and certain other

allowances for the student, grants $600 annually per student to

selected liberal arts colleges and technical schools, with $ 1 00 ear-

marked to supplement the salary of the faculty member assigned

to counseling the student. For 1 954-1 955, the goal was 400 such

scholarships.

The National Merit Scholarship Corporation

The most significant new scholarship plan, and one that may
have wide influence on the selection process, is that of the

National Merit Scholarship Corporation, initiated by the Ford

Foundation in 1 955, and resembling in many respects the scholar-

ship plan of the Ford Motor Company Fund, already discussed.

This plan is not primarily intended as a Ford Foundation project,

but as a national scholarship program to be supported by corpo-

rations throughout the United States and by private donors, if

they so desire. Each donor acquires as many "merit scholarships"

as his contribution will cover in terms of average costs, with prob-

lems of selection and administration standardized and handled by

the central administration. The Ford Foundation has made an

initial appropriation of $20 million, supplemented by $500,000

by the Carnegie Corporation of New York, of which $ 1 o million

(Si million a year for ten years) will finance some 1 75 to 200 four-

year scholarships each new year, and $2.5 million will be ear-

marked for administrative costs over the period. The remaining

$8 million is a conditional grant, matching dollar for dollar con-

tributions to the National Merit Scholarship Corporation from

any other source.

Details have not been finally settled, but in general scholarship

winners would be selected upon merit alone, though the amount
of the award will vary with need from perhaps $ 1 00 a year for the

student with no financial need to a maximum of Si ,500 a year for

tuition and cost-of-education supplement, plus a living-expense

allowance. Every winner may select his own college. Every

accredited college or university so selected—with some adjust-
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ments for tax-supported institutions—will receive in behalf of

each merit scholar a cost-of-education supplement for its general

budget in an amount roughly equal to tuition. It is hoped that

this program will bring into colleges a larger proportion of the

talented high school graduates and at the same time provide a

nondiscriminatory means of supporting higher educational insti-

tutions, based on their own ability to attract able students.

Limitation by Field

Grants for study in special fields are better suited to graduate

study than to the undergraduate, who often has not made his

decision on life work and should not be forced into a premature

one. Nevertheless, some foundations and other donors are so

keenly interested in particular areas that their undergraduate

scholarship aid is offered only for study in particular fields.

The most widely publicized of such plans, the Science Talent

Search, does not dictate future course of study but bases its

awards on previous interest and achievements in science. This

annual contest is financed by the Westinghouse Educational

Foundation and administered by Science Clubs of America. The

1955 contest attracted some 16,000 contestants. The 40 finalists

receive a five-day trip to Washington. The winner there selected

gets a "Grand Scholarship" of $2,800, the runner-up a $2,000

scholarship, eight get $400 scholarships, and thirty others $100

each. However great the publicity value—to the sponsoring

company, to the award winners, and toward emphasizing science

in high schools— it must be pointed out that when only $11,000

is appropriated for the four-year college expenses of 40 persons,

the average per college year is less than $69. Westinghouse' s ten

annual scholarships for boys in engineering, chemistry, or physics

at Carnegie Institute of Technology are on the more liberal basis

of $2,850 each.

The Juilliard Musical Foundation may support music in a

variety of ways, but the first "object" mentioned in the creating

law is "to defray the expenses of and otherwise aid worthy stu-

dents of music in securing a complete and adequate musical edu-

cation, either at appropriate institutions now in existence or here-
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after created by this foundation or by others, or from instructors

in this country or abroad." 1 It presently devotes substantially all

of its income to the Juilliard School of Music in New York City,

where it offers both scholarships and teaching fellowships to

students in the School.

The Sears-Roebuck Foundation is not only limited to farm

boys, as already mentioned, but to farm boys who will study

agriculture; the company reported with satisfaction, on the basis

of over 10,000 scholarship awards, that 67 per cent of Sears

scholarship winners go through college and more than 87 per

cent go into farm or farm-connected work.

The American Bankers Association, commemorating its

fiftieth anniversary, established in 1925 the American Bankers

Association Foundation for Education in Economics, which

makes scholarship loans and promotes economic research.

Teaching and the ministry are fields for which scholarship aid in

various forms is frequently offered. For example, the Estate of

Harry G. Trexler is directed to devote its funds in part to "educa-

tion and training of worthy and earnest young men, who are

residents of Pennsylvania, for the Christian ministry" at named
Pennsylvania colleges. 2

Consideration of Need

In recent years nearly all scholarships, even merit awards

based primarily on measured achievement, vary in amount on a

needs determination. The amount may rest on broad categories,

or on highly detailed inquiries. For example, the Atkinson Chari-

table Foundation granted Si 20,900 to "bursary students," as it

calls them, for the academic year 1954-1955- Students must go to

an Ontario university or federated college; first-year students

must have achieved a grade of better than 66 per cent in eight

honor matriculation subjects, and present "evidence of genuine

financial need." But for entering students the awards are not

closely tailored to an estimate of individual need; the amount is

uniformly $400 for a student living away from home, $200 for a
1 An Act to Incorporate Juilliard Musical Foundation, sec. 2, chap. 89, (New York)

Laws of 1920.
2 Will of Harry C. Trexler, Clause XI.
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student residing with his family. However, for in-course students

the awards vary from $25 to $525, depending on the individual

need and merit of the applicant as judged by university officials.

The Alfred P. Sloan Foundation, predicting that scholarships

"will become one of our major interests in the years ahead,"

offered some 50 grants in 1954 at a cost of about $350,000, with

stipends varying from $200 to $2,000 per year depending upon
individual economic need.

An example of a searching needs test is the plan newly adopted

for the 1 955-1 956 college year by the College Scholarship Service,

an activity of the College Entrance Examination Board. It makes

detailed inquiries into parents' income, amount of insurance they

carry, their investments, even the kind and age of the family car;

assets of the student and the amount he expects to earn by sum-

mer work; and how much friends and relatives may be expected

to contribute. Names of two persons familiar with the family's

financial position must be supplied, presumably for checking

purposes, and on the master form appear the names of all the

colleges to which application is made, each of which receives a

photographic copy. This form is currently required by 92 "Ivy

League" and other well-known private colleges for all scholar-

ship applications.

Such procedures measure the sharp change from the older con-

cept of scholarships as special honors to be awarded to superior

students in recognition of past good work and stimulation toward

further growth, to a grant-in-aid basis spreading the available

dollars as thinly as possible over the maximum number of stu-

dents, and with investigations as severe as in a poor-relief pro-

gram. This may be necessary with college-administered funds, in

the present situation of the colleges. Foundation-sponsored

scholarships will sometimes wish to emphasize quality, without

putting the student under pressure for earning and accounting for

final dollars.

Supervision and Renewal

Most undergraduate scholarship programs provide support

through four years, if the student's record remains satisfactory.
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1

Provisions for supervision and renewal vary widely. Some plans pro-

vide for automatic renewal if students remain in the upper half

(sometimes quarter) of their class, or simply, to cite one plan, if they

"maintain at all times personal and scholastic standards satisfac-

tory to the Ford Motor Company Fund and to their college or uni-

versity." Scholarships interrupted by military service are usually

continued without prejudice at the end ofsuch service, provided the

student has not become eligible for a government scholarship.

The Chicago Community Trust, which tailors the amounts of

its scholarships closely to the student's need, has its students re-

interviewed by the Scholarship and Guidance Association with

a fresh look at family finances, summer earnings, academic and

extracurricular progress to date, and then sets new amounts in

the light of this information. For 1 953-1 954 "the savings in

awards (approximately $4,500) more than offset the cost (ap-

proximately $1,000)." The Atkinson Charitable Foundation of

Toronto, having made first-year grants of standard amount,

votes additional funds to the colleges earmarked for in-course

students, but leaves determination of individual stipends to the

college authorities. In programs involving foreign students, later

discussed, a greater degree of guidance may be undertaken by

foundation personnel, primarily to aid the student in making

necessary adjustments. An annual review of the records of

scholarship students by the foundation trustees, or their scholar-

ship committee, is not unusual.

Occasionally four-year scholarships are not envisioned. First-

year assistance, to make certain the student will enter college,

seemed the important thing to the Sears-Roebuck Foundation.

Others concentrate on the final year or years, offering awards

only to upper classmen to make certain that work can be com-

pleted; but such aid is more frequently in the form of loans than

outright scholarships. In one case, the Estate of Henry G. Free-

man, Jr., under jurisdiction of the Board of Directors of City

Trusts of the City of Philadelphia, provision is made for pro rata

cash awards to "such of the students as may graduate from

Girard College after September 18, 1948." Amounts were re-

cently in the neighborhood of $60 for each graduate.
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Scholarship programs should probably be kept fluid. Federal

scholarship aid for newly enlisted servicemen was terminated in

February, 1955. But proposals are before the Congress for ex-

tensive federal aid to higher education through a general scholar-

ship program. Business scholarship contributions are growing

rapidly. If a high percentage of prospective students secure

financial help in any of these ways, the need for foundation

general scholarships will decrease, with greater opportunity for

specialization.

STUDENT LOANS
A number of foundations have engaged in student loan pro-

grams in place of, or as a supplement to, scholarships. Argu-

ments for this form of aid include the consideration that money
goes further, since usually it is returned (sometimes with interest)

and can be used again, and the contentions that it avoids pauper-

izing the student through receipt of a gift, gives the undergradu-

ate useful training in business practice and ethics, and is a reason-

able charge against the higher earning power his education will

presumably ensure.

Substantial funds are available for such loans, both within the

colleges themselves and from a wide variety of outside organiza-

tions. The colleges reported to the United States Office of Educa-

tion a total of $46.8 million in 1952, with two-thirds of this

amount in private institutions. In a two-year period, such funds

had increased more than $3.6 million. While demand is both

variable and spotty, many colleges find their loan funds greatly

in excess of applications.

Here also conditions have changed. With the lengthening of

formal education, particularly for the professions, and the prob-

ability of two or three years of military service, students see no

early opportunity to pay off such a commitment and many of

them prefer to work their way through with the possible aid of a

scholarship on a needs basis. Moreover, under present intensive

alumni fund drives, even graduates who have paid full tuition

have no lack of opportunities to pay back any deficits their educa-

tion may have entailed. Foundations should not set up further
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loan funds without careful study, and should include a provision

for other appropriate use of such money if it proves not needed

for loans.

Terms under which these loans are available vary greatly.

Loans may be limited to girls only, or boys, or for the completion

of the last year in school, or graduate education, or only to per-

sons majoring in a given subject, or with "first consideration to

Cincinnati residents." The Harry J. Diffenbaugh Fund for De-

serving Students limits loans to $500 a year for "worthy, deserv-

ing, and needy" students resident in Missouri and attending one

of three named universities in that area. The Knights Templar

Educational Foundation places emphasis on loans to juniors and

seniors to complete their courses, though state administrators

have considerable autonomy for other types of loans. The Ben

Selling Scholarship Loan Fund is limited to students attending

Oregon colleges or normal schools, or any rabbinical college in

the United States. The Charlotte R. Schmidlapp Fund is limited

to "aiding young girls in the preparation for womanhood, by

bringing their minds and hearts under the influence of education,

relieving their bodies from disease, suffering or constraint and

assisting them to establish themselves in life."

Interest and Repayment

Practice with respect to interest varies greatly. The Schmidlapp

Fund regards its loans merely as a moral obligation, with no time

limit set or interest charged. The Whitney Benefits makes loans

"without interest except as may be gratuitously offered" to young

men and women of Sheridan County, Wyoming, and reports

interest infrequent and total losses substantial. But usually inter-

est is charged, if only to make good the total defaults. Rates vary

from 1 to 6 per cent, and often interest does not begin until a year

after graduation.

The Angier B. Duke Memorial has had a substantial experi-

ence with loan funds. From 1926 through June, 1954, it made
loans totaling $724,000 to 2,344 students. Borrowings fluctuated

greatly in annual totals, rising from about 813,000 in the lush

late twenties to over $90,000 in 1932. With World War II they
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dropped nearly to zero, but had risen again to $18,000 in 1951.

Applicants file a form including information on scholastic record

and financial need; then the loan is granted if it has the further

approval of the secretary of the University, dean of the school in

which the student is entered, and the manager of the Memorial's

student loan office at the University. Until 1939 interest was

charged at 6 per cent, and principal was to be paid at the rate of

10 per cent in each of the first two years after graduation and 20

per cent in each of the next four years. For a period beginning in

1 946 interest rates were on a sliding scale, rewarding quick repay-

ment of principal. Currently the rate is 1 per cent for school or

medical internship years, 3 per cent per annum for the next five

years, and 6 per cent thereafter. Says the Memorial:

For the purpose not only of keeping the fund intact and available

for aid to future generations through offsetting inevitable losses of

principal by earned interest, but also for the moral effect upon the

individual borrower who may, through this business transaction

early in his experience, learn the value of a strict honoring of his

word and note, it was determined at the beginning that interest

would be charged and effort would be made continually to improve

the repayment record of the fund. Repayments to date have been

80.75% of the total amount loaned. 1

Experience with loan funds has varied with individuals and the

economic cycle. The Duke Memorial record is relatively good; it

includes the case of a farmer who arrived in their office twenty-

four years after leaving college, took off his right shoe, and ex-

tracted $500 in payment of his long overdue loan. The Harmon
Foundation reported its losses at less than 2 per cent for a sub-

stantial period; higher, after 1933. The American Bankers Asso-

ciation, which supports a loan fund in its Foundation for Educa-

tion in Economics, and probably possesses unequaled experience

in loan management, reported that, from 1928 to 1934, 355 loans

were made totaling $87,170, of which 5.5 per cent were un-

collected; on a slightly smaller volume between 1934 and 1943,

only 1.45 per cent were uncollected; and of 58 loans totaling

$14,400 made between 1943 and 1954, none remains uncollected.

1 Report, Angier B. Duke Memorial, New York, 1951, pp. 6-7.
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Most loan funds waive both interest and principal payments

for periods of military service. Some require the borrower to carry

a term life-insurance policy to ensure payment in event of his

death. A foundation's entire fund may be used for loans, with the

expectation that interest will compensate for losses and perhaps

augment principal, or only income from the fund may be used;

this greatly reduces the amount available, but protects the

principal.

FELLOWSHIPS

Fellowship programs for specialized graduate study and indi-

vidual research projects have long been supported by founda-

tions. They represent, indeed, one of the principal channels by

which foundations can give freedom and tools to the exceptional

individual for his task of discovery, or assist in the training of

tomorrow's research personnel.

War and the cold war have cut postgraduate training pro-

grams and reduced our manpower for research. Students faced

with several additional years of military service before they can

begin their productive work think twice before adding graduate

studies to four years of college, and even if they wish to continue,

they may be called for service before their studies are completed.

Dr. Howard A. Meyerhoff, president of the Scientific Manpower
Commission, estimated that 3,000 graduate students were

drafted in 1953 before completion of their studies. "If this con-

tinues," he declared, "we will have a critical shortage of trained

scientists and other personnel. This is a dangerous situation, one

that can weaken our national economy."

These difficulties give special point to the efforts of foundations

to encourage young men and women to continue their training,

or to create for those already competent the conditions that give

full scope to their talent. Extensive projects exist in both these

fields.

Some Examples

Many programs are directed toward persons of proved ability

who request support for a project of their own devising, not neces-
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sarily conducted in a university setting. Probably the best known
program of this nature is that of the John Simon Guggenheim
Memorial Foundation. This Foundation was created in 1925 by

Senator and Mrs. Simon Guggenheim as a memorial to

... a dearly loved son who was cut off by death on April 26, 1922,

just as he had completed his preparation for college. In this great

sorrow, there came to Mrs. Guggenheim and myself a desire in some
sense to continue the influence of the young life of eager aspiration by
establishing a foundation which in his name should, in the words of

the charter, "promote the advancement and diffusion of knowledge
and understanding, and the appreciation of beauty, by aiding with-

out distinction on account of race, color or creed, scholars, scientists

and artists of either sex in the prosecution of their labors. . .
."

We strongly hope that this Foundation will advance human
achievement by aiding students to push forward the boundaries of

understanding, and will enrich human life by aiding them in the

cultivation of beauty and taste. If, at the close of our lives, looking

both backward and forward, we can envision an endless succession

of scholars, scientists, and artists aided by the John Simon Guggen-
heim Memorial Foundation, devoting themselves to these purposes,

we shall feel that, with the help of our associates, we shall have

accomplished the aim which we had set before us, in memory of

our son. 1

This Foundation has current assets of $34 million at book

value. In 1954 it gave 257 fellowship grants, worth more than

$1 million, to recipients in the United States, Canada, and the

British Caribbean; and 29 awards in Latin America and the Phil-

ippines. Projects range from investigations in nuclear physics to

the writing of poetry. The process of selection was thus described

to the Select (Cox) Committee by Henry Allen Moe, secretary

general of the Foundation:

In the first place anybody, literally anybody, may present an

application to us, and whether we have seen him before or ever

heard of him before, we give him a fair hearing on the merits of his

work.

When he makes application, he is asked to answer a long series of

questions which go to five points. First, a record of his personal

history. Second, a record of his education. Thirdly, a record of what

1 Letter of Gift, signed by Simon Guggenheim, March 26, 1925.
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he has done. Fourthly, a statement of what he proposes to do with

our money. And in the fifth place, he is asked to name a series of

reliable persons who know him, are competent to judge his field, to

whom we may refer.

All this information having come in to us, we thereupon proceed

to make inquiries of all the persons to whom he has referred us.

But if the application looks like anything that we are likely to

grant on the merits, we thereupon institute another series of inquiries

of people that he does not name, and then all this information is

gathered together and presented to the committees of selection, and
the committees of selection make their recommendations to the board

of trustees.

This is done with great care. Painters submit paintings. We have a

jury of painters to advise us on the quality of these paintings.

Physicists submit their papers, their published papers and their

manuscripts, and they are judged by the top physicists of the

country.

And so it goes on through all fields of knowledge and all the arts.

And at this time of the year, Mr. Keele, with about 1,200 applica-

tions in the office, I never quite know how I am going to get through

with this complex process, but somehow we manage every year to

do it.
1

Few other foundations support such broad fellowship pro-

grams. But because individual programs are many and often in

diverse fields, the collective possibilities are wide. Examples will

suggest this variety in both area and arrangements.

The Rockefeller Foundation appropriated in 1953 an addi-

tional $345,000 for three-year support of fellowships administered

by the Social Science Research Council to assist "talented and

potentially productive graduate and postdoctoral students to get

research experience and training beyond that available in their

normal academic programs," and to keep young social scientists

from being drawn "prematurely into non-research activities or

into applied research concerned only with immediately practical

results." It also made grants in 1952 and 1953 for a small number
of fellowships in creative writing at three colleges, but recognized

this as an experiment in a difficult field, and that "possibly the

only long-term satisfactory solution will be the development of

1 Hearings
y Testimony of Henry Allen Moe, pp. 602-603.
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public reader support to the point where a reasonable number of

writers of high quality can expect to be able to live by the returns

from their writing." In 1953 this Foundation also appointed a

total of 142 fellows from 43 different countries; with 179 con-

tinuing awards, it was supporting 32 1 fellows in that year. 1 The
complete total of its fellows supported directly and indirectly is

now about 10,000.

The John Hay Whitney Foundation granted $100,000 in 51

"opportunity fellowships" for 1 955-1 956, limiting its awards for

study and training to persons of exceptional promise who have

been prevented from developing their abilities because of race,

place of residence, or other artificial barriers. Among the winners

were Negroes, Puerto Ricans, American Indians, Japanese-

Americans, and displaced persons. Russell Sage Foundation

supports a limited number of "residencies" offering "selected

individuals who have received the doctorate in a behavior science

opportunity to gain experience in some field of practice," as a

part of the Foundation's program of improving the relationship

between research and practice in the social fields; in 1955 it re-

ceived additional funds from the Ford Foundation to extend this

program. The Wenner-Gren Foundation offers fellowships for

proposed research that will "contribute to the fund of man's

knowledge of himself and his world," but stresses also the value

of training the individual:

Our first concern is with the success of their research undertaken

with Foundation support, yet, perhaps, much more important for the

future is the added gain in experience, knowledge, and leadership

that accrues to the individual and to the body of scholars, devotees

of that branch of science known as anthropology, with whom the

Foundation has become affiliated. 2

The Fund for Adult Education announced in 1954 aid to 52

"educators, librarians, churchmen and civic and agricultural

leaders [to] help meet the great need for leadership in liberal

adult education."

1 Annual Report, 1933, pp. 266, 282, 331-332.
2 Report . . . for Tear Ending January 31, 1954. New York, p. 1

.
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Aid to Teachers

Fellowships for teachers were especially numerous among
recent foundation grants. The General Education Board voted

slightly more than S3 million in 1 954 to the Council of Southern

Universities as its final major grant, crowning more than three

decades of fellowship programs. The earliest grants promoted

education at the primary and secondary levels with awards

chiefly to high school principals and teachers. From the mid-

1930's aid to teachers at the college level was emphasized. The
latest program is aimed at "the advancement of teaching and

research in colleges and universities in the southern area," and

its awards will go primarily to younger college teachers in 14

southern states.

The Fund for the Advancement of Education has for some

years offered fellowships to public secondary school teachers to

enable the recipient "to devote a full academic year away from

the classroom to activities designed to extend his own liberal

education and to improve his teaching ability." For 1955- 1956
162 such fellowships were granted, at a program cost approxi-

mating $840,000. The same Fund has also granted about

$800,000 for some 135 faculty fellowships "to strengthen college

teaching in the liberal arts and to stimulate widespread consider-

ation of the purposes, the means, and the ends of liberal educa-

tion." These fellowships are for one year "devoted to study, ob-

servation, or experiment [that will] vitalize and enrich the intel-

lectual lives of the recipients," are limited to teachers between

the ages of 30 and 45, and approximate in amount the salary of

the recipient plus certain expenses essential to his plan of study.

The John and Mary R. Markle Foundation, believing that in

the field of medicine promising young teachers and investigators

are too often diverted by financial considerations into private

practice or industrial laboratories, has set up a carefully con-

sidered program for about a score of Markle Scholars each year.

Such Scholars must be planning a career in academic medicine;

the grant amounts to $30,000, spread over five years.

At the other end of the age spectrum, the John Hay Whitney

Foundation, aided by the New York Foundation, is currently
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experimenting with a program whereby a limited number of

retired teachers of outstanding ability are selected annually for

awards provided jointly by the foundations and small liberal arts

colleges chosen to participate. The visiting professors offer

courses designed to enrich the curriculum during their year's

residence; they consult with students and faculty and often meet

the college community through public lectures. In addition, the

Foundation maintains a registry of professors who wish and are

well qualified to continue teaching. Institutions interested in em-

ploying such professors are invited to write to the Foundation for

suggestions in the field or fields in which they have a position

available.

International Fellowships

The international exchange of scholars and others is regarded

as one of the most promising roads to better understanding

among the world's peoples. Many foundations participate in such

efforts, and a few of them devote to it a large part of their funds.

Probably the earliest example of the latter is the American-

Scandinavian Foundation, which since its founding in 191 1 has

advanced intellectual relationships between Americans and

Scandinavians, through fellowships for study abroad and through

an extensive trainee program operating on both sides of the

Atlantic.

The China Medical Board of New York, presently unable to

conduct its usual program in China proper, has devoted substan-

tial funds to visiting professorships and fellowships, with fellow-

ship allocations made to medical and nursing schools chiefly in

Japan, Korea, Hong Kong, the Philippines, Taiwan (Formosa),

Thailand, Malaya, and Indonesia.

The Reid Foundation offers to practicing newspaper men and

women about six fellowships a year worth 85,000 each for study

abroad. In one recent year subjects selected for study were

Japan's new government; European culture; ways of life of

people of Southeast Asia; labor conditions in France, Italy, and

Western Germany, and Communist tactics; British and European

court methods; and African people and their problems.
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1

The Ford Foundation has announced for 1956- 1957 a continu-

ation of its program of fellowships for foreign area training to in-

crease the number of young American men and women who
understand and can interpret the cultures, histories, and current

problems of Africa, Asia and the Near East, and the Soviet and

East European areas. A variety of other recent Ford programs

involved exchange of persons, including financing a National 4-H

Club Foundation program which brought groups of young

farmers from 40 foreign countries to live and work for three

months on farms in the United States while young American

farmers spent a similar period on farms in the same countries;

a grant to the University of Illinois under which, with coopera-

tion of the Turkish Ministry of Education, ten Turkish secondary

school teachers spent a year in the United States studying educa-

tional methods; and a number of special awards. The 1953 grants

in support of actual exchange programs totaled $860,560, while

an additional $484,775 was contributed for administrative sup-

port of organizations operating in the exchange field.

The extensive contributions of The Rockefeller Foundation to

this international migration of scholars and other leaders has

already been suggested. The Carnegie Corporation of New York,

which also finances programs of this nature in the British Domin-
ions and Colonies, cautions against "exporting brains":

We tend, Mr. Forand, not to bring students, and this is for a

reason which grows out of experience.

If a foundation is dealing with what we might call loosely a less-

advantaged area than the United States, one in which standards of

living are not as high, academic salaries are not as high, you run a

real hazard in bringing over the very young people, because you
tend, as we say, to export brains. When you bring these young people

over here, they are much attracted by this country. If they are very

able, they find job opportunities superior to those at home, and the

net result is that they don't go back.

We feel an obligation to watch that very closely; so, we tend to

bring mature people from the universities, occasionally from busi-

ness—by the way, from Government occasionally—from research

institutions, mature people who we think are on the threshold of

much greater responsibilities. 1

1 Hearings Before the Select (Cox) Committee, pp. 356-357.
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The Commonwealth Fund has had a long experience with

foreign fellowships, chiefly in programs of advanced study, re-

search, and travel in the United States for graduates of British

universities, British journalists, teachers of American history and

affairs at British universities, and civil servants from Great

Britain and the Commonwealth nations. These are arranged by

a British committee of award under fixed annual quotas. Out of

its experience the Fund offers this advice on foreign fellowship

duration:

The weight of observation is heavily in favor of a tenure of not less

than one full year, including two or three months' travel in the

United States, which is a fixed condition of Fund Fellowships. It is

the rare visitor from abroad who, in less than a year, is able to free

himself sufficiently from the preoccupying influences of his own cul-

tural patterns and individual interests to allow objective observations

of American institutions and people. Especially for the younger

graduate students, but also for many others, more than one year is

indicated, and flexibility in the term is therefore desirable to fit

personal and professional requirements. In recent adjustments of

fellowship conditions for graduate students, the Fund is favoring a

tenure of twelve to twenty-one months; for journalists and civil

servants, of nine to fifteen months. 1

Extensive governmental funds are available for such inter-

cultural exchanges. The International Educational Exchange

Service of the Department of State spent $23 million during the

1 953- 1 954 academic year primarily to exchange 7,121 persons

with 70 countries, to provide grants to 384 foreign students to

attend American sponsored schools in Europe, the Near and Far

East, and to assist 605 qualified Chinese and Korean students

stranded in this country in reaching their educational objectives.

It is estimated that an additional $8 million was spent by private

and other non-U. S. government groups in the form of scholar-

ships, stipends, and other kinds of support to persons receiving

partial government grants. Some foundations shape their fellow-

ship programs to the unmet needs of such scholars.

A similar form of cooperation, but this time between founda-

tions, is reported by the W. K. Kellogg Foundation. The Nuffield

1 Annual Report, 1953, pp. 19-20.
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Foundation in Great Britain has had exchange scholarship pro-

grams with many countries. But because of strict currency ex-

change limitations, it can provide for only a limited number of

agricultural scholars in the United States and Canada. In 1952

the Nuffield and Kellogg foundations began a cooperative ar-

rangement under which the former selects the scholars and pro-

vides their transportation to and from the United States, while

the Kellogg Foundation assumes responsibility for their travel

and maintenance in this country, and may assist in their super-

vision.

In administering programs involving exchange of persons,

foundations encounter complicated problems, such as security

clearance, passports, foreign exchange, travel arrangements,

proper reception on arrival, language difficulties, cultural differ-

ences, the need to arrange proper introductions to American ways

and persons, and the like. Assistance of various sorts can be ob-

tained from a number of organizations. The Institute of Inter-

national Education has long experience in handling student

problems and maintains selection committees in many coun-

tries; several foundations have contracts with it for administra-

tion of exchange programs. Other organizations whose exchange

programs are either supported in part by foundations or are in a

position to offer advice or aid of various sorts include the Ameri-

can Friends Service Committee, Experiment in International

Living, the National Association of Foreign Student Advisers, the

Committee on Friendly Relations Among Foreign Students, and

the International House Association.

In addition to administrative problems involved in exchanges

of persons, foundations need to look closely and realistically at the

goals of such programs. The sponsor has usually in mind broad

purposes such as the promotion of international understanding

and good will, or the advancement of knowledge throughout the

world, or protection for the United States through developing

friends and supporters for this country and the democratic way
of life. The exchangee is interested primarily in his own academic

or professional development. Recent studies have been spon-

sored by the International Educational Exchange Service of
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the Department of State and a cross-cultural education commit-

tee of the Social Science Research Council. Preliminary findings

suggest that results do not correspond closely with the intent of

some of the programs. Concerning America, the students come up
with "a bewildering variety of pictures . . but almost all of

them ascribe to us a few national traits, "friendliness, inventive-

ness, industriousness, materialism, immaturity." 1

Moreover, there are dangers for the student himself. In addi-

tion to the possibility of "exporting brains," danger exists that

too long a stay may make him unable to adjust again to his own
culture on his return, or that highly specialized training may
prove useless because of lack of equipment or cultural blocks in

his own country. A committee set up by the Institute of Inter-

national Education, charged with investigating the goals of stu-

dent exchange, offers these warnings:

International interchange programs are not a psychological won-
der drug which, if taken in correct doses, will cure all the grave

social and political ills of the world. . . . The broad social and
political goals of exchange programs—creating international under-

standing, developing favorable attitudes of nations toward the

United States—can be attained but they must be recognized as long-

range and indirect. . . . The basic result, and the one indispensable

achievement for any exchange program, is the satisfaction of the

needs and desires of the individual exchangee. 2

National Science Foundation Fellowships

The National Science Foundation has been awarding annually

since 1952 some 700 graduate fellowships for predoctoral and

postdoctoral study in the biological, engineering, mathematical,

medical, physical, and related sciences. The program for 1955-

1956 provides for some 700 graduate and 130 postdoctoral fellow-

ships. Selection is on the basis of ability as determined by exam-

inations (for predoctoral candidates), academic records, and ap-

praisals by the National Research Council. Candidates must be

citizens of the United States, but they may study in any accred-

1 Lambert, Richard D., in "Foreword" to an issue of the Annals of the American

Academy of Political and Social Science devoted to this topic, September, 1954, p. vii.

2 The Goals of Student Exchange. Committee on Educational Exchange Policy, New
York, 1955, pp. 7, 15, 9.
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ited nonprofit institution of higher learning in the United States,

or any similar institution abroad approved by the National

Science Foundation. The Foundation pays tuition, certain fees

and travel costs, a dependency allowance of $350 to married

fellows plus $350 for each dependent child, and the following

stipends: for a graduate fellowship, $1,400, $1,600, and $1,800

for the first year, an intermediate year, and the terminal year re-

spectively; for a postdoctoral fellowship, $3,400 annually.

The Tax Situation

Foundations are concerned with the question of income tax on

fellowship grants. The effective value of a fellowship is its amount
after taxes, if a tax is levied, and practice in this respect has

shifted radically in recent years. In 1951 in a public statement the

Commissioner of Internal Revenue declared that grants by foun-

dations and other charitable organizations for fellowships were

not gifts, but were taxable as income to recipients, being pay for

services rendered. This was challenged in 1952 by a college pro-

fessor named Stone who had received a $3,000 grant from the

John Simon Guggenheim Memorial Foundation. In November,

1954, the Tax Court of the United States ruled by a majority de-

cision that this grant was a gift excludable from taxed income

under Section 22(b)(3) of the 1939 Internal Revenue Code. The
Stone decision has relevance to all such grants from 1939 until

adoption of the Internal Revenue Code of 1 954, and even under

the new Code if the grant is as clearly a gift, with "the controlling

factor . . . the intent of the payor." 1

Provisions of the Internal Revenue Code of 1 954 are relatively

liberal. 2 Scholarships at an educational institution are not to be

reported as part of gross income. Grants for fellowships are simi-

larly excluded, including the value of contributed services and

accommodations and special expenses, but with certain limita-

tions. If the recipient is a candidate for a degree, the exclusion

shall not apply to "that portion of any amount received which

1 George Winchester Stone, Jr. and Hellen Dean Stone v. Commissioner of Internal Revenue,

23 T.C-, No. 37, 1954.

'Sec. 117, Scholarships and Fellowship Grants. See Appendix B, pp. 390-391.
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represents payment for teaching, research, or other services in the

nature of part-time employment" unless such services are re-

quired of all candidates for that particular degree. For the fellow

who is not a degree candidate, the grant is excluded from gross

income only if given by a tax-exempt organization as described

in Section 501 (c)(3)— which includes foundations—or a govern-

mental agency, and to a maximum amount "equal to $300 times

the number of months for which the recipient received amounts

under the scholarship or fellowship grant during such taxable

year," and with a top limit of thirty-six months, whether or not

consecutive.

Administrative rulings are not yet available, but for the present

it would seem advisable for foundations to make grants for stated

months approximating the permitted exemption. A grant for

$1,000
4

'for the year 1956" might be ruled to have exhausted

twelve months, or one-third of the total exemption of the re-

cipient for his lifetime, while the same grant for "the months of

January, April, July, and October" would exhaust only four of

the permitted thirty-six months.

It is probable that Treasury decisions or court rulings will be

required on certain further questions. Corporations or their foun-

dations, for example, often grant fellowships for postgraduate

research in fields related to the operations of the donor company.

Where such research approximates "contract research" with sole

or first use of the findings assigned to the contributing corpora-

tion, we think the income of the researcher, however paid, is tax-

able wages. At the other extreme, if the project is pure research

and the discoveries, if any, are added to the storehouse of knowl-

edge for general use, then the fellowship stipend is presumably a

gift and exempt under the limitations indicated. Between these

extremes is a gray area where decision is more doubtful, as for

example a project which in fact would be of primary use only to

the donating foundation's company even though it is not re-

stricted, or a project sponsored by a foundation that reserves

right of publication of results.



CHAPTER 10

Scientific Research

JU^ARLIER CHAPTERS have indicated much
individuality among foundations and a bewildering variety in the

appeals they receive. The activities they support are almost

equally varied, and comprehensive statistics do not exist. Even

if all foundations reported fully, which is far from the fact, grants

could often be assigned to several different categories, depending

upon the purpose of the grantor or possibly the bias of the tabu-

lator. For instance, $50,000 appropriated for a laboratory in a

Japanese medical school might be classified under health, or

medical research, or education, or international relations.

A Changing Picture

Moreover, many foundations pass through growth stages dur-

ing which their programs change and mature. At the outset,

particularly if the donor is living or by his will has set up a board

of trustees composed of relatives and close associates, the founda-

tion is likely to be chiefly an extension of the donor's private

giving. Its grants go to local charitable agencies, including

churches, schools, hospitals, welfare and health organizations.

Emphasis is on relief, help for children, the sick, the blind, the

unfortunate, the aged—any cause that appeals deeply to human
sympathy. Choices may depend on personal acquaintanceships

and the persuasiveness of the appeal.

After longer experience, boards may conclude that causes with

strong heart appeal can best secure the large support they often

257
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need from the general public, while their own small funds are

better devoted to the less emotional but more rewarding fields of

cure, prevention, and basic research. If, meanwhile, funds have

increased, the foundation has probably employed at least an

executive secretary, and a beginning is made toward professional

staff. With an enlarged program, the handling of appeals for

grants is regularized, with suitable screening by members of the

professional staff or experts consulted by them. The staff, or the

trustees, may also themselves initiate or encourage proposals in

fields where needs are seen. The foundation may have joined the

small group which in Chapter 1 we have called "general research

foundations."

Scientific research is still a small part of the activities of foun-

dations as a whole, but it does characterize the programs of many
of the leaders. Moreover, it is the only field for which quantitative

data have been gathered recently. Since such research cuts

across many of the subject fields, it seems desirable to present

these data as a unit, before turning to the subject areas as such.

The Scientific Research Survey

The National Science Foundation has undertaken the task of

estimating total expenditures for scientific research and develop-

ment of all agencies in the United States for 1953. It requested

Russell Sage Foundation to collect and analyze the data on

foundation contributions in this area. This the Foundation agreed

to do, believing that it could conduct that inquiry more ade-

quately than an agency not acquainted with the complications

of the field, and with the understanding that the information

collected could also be used in this study. The survey was struc-

tured to conform to the broader project of the National Science

Foundation and was conducted in close consultation with Dr.

Richard G. Axt and other officers of that agency. Data were col-

lected in the fall of 1954 for calendar year 1953 or a fiscal year

ending between July 1, 1953 and June 30, 1954.
1

1 The record that follows is separately published, with some additional data, in

Andrews, F. Emerson, Scientific Research Expenditures by the Larger Private Foundations.

National Science Foundation, Government Printing Office, Washington, 1956.
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The definition of research, and the division of science into

various fields, are those supplied by the National Science Foun-

dation and employed in its total project.

DEFINITIONS

Research is systematic, intensive study directed toward fuller knowl-

edge of the subject studied. Research may be either:

Basic research which is that type of research directed toward increase

of knowledge in science. It is research where the primary aim of the

investigator is a fuller knowledge or understanding of the subject

under study, rather than a practical application thereof.

Applied research which is that type of research which is directed toward

practical applications of science.

Development is the systematic use of scientific knowledge directed

toward the production of useful materials, devices, systems, methods,

or processes, exclusive of design and production engineering.

FIELDS OF SCIENCE

Physical sciences. Physical sciences include:

(a) physical sciences proper, i.e., those sciences concerned primarily

with the understanding of the natural phenomena associated

with nonliving things;

(b) mathematical sciences, i.e., those sciences which employ logical

reasoning with the aid of symbols and which are concerned

with the development of methods of operations employing

such symbols. Specifically, the mathematical sciences include:

mathematics, pure and applied; astronomy; theoretical me-
chanics; statistical methods; and computer research, exclu-

sive of engineering;

(c) engineering sciences, i.e., those sciences which are concerned with

studies directed toward making specific scientific principles

usable in engineering practice.

Life sciences. The life sciences include:

(a) medical sciences, i.e., those sciences which, apart from the clin-

ical aspects of professional medicine, are concerned primarily

with the utilization of scientific principles in understanding

human diseases and in maintaining and improving human
health;
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(b) the agricultural sciences, i.e., those sciences directed primarily

toward understanding and improving agricultural produc-
tivity such as agronomy, animal husbandry, forestry, horticul-

ture, range management, soil culture, etc.;

(c) biological sciences, all sciences other than those listed in a and b

above which deal with life processes. In addition to work done
in disciplines traditionally considered as being biological

sciences, there should also be included work done in other

disciplines or subjects where the work is undertaken primarily

for the purpose of understanding life processes.

Social sciences. Social sciences are those sciences directed toward an
understanding of the behavior of individuals as members of a group.

These include such sciences as cultural anthropology, economics,

history, political science, social psychology, sociology, etc. In addi-

tion to work done in disciplines or subjects traditionally considered as

being social sciences, there should also be included work done in

other disciplines or subjects where the work is undertaken primarily

for the purpose of understanding group behavior.

Foundations were asked to fill out three schedules. Schedule i

asks for a general picture of the foundation, its income and ex-

penditures, for 1953 (the base year for the broad survey), for

1 946, and for 1 939, the earlier years being selected so as to include

both prewar and postwar checking points, with the interval held

constant. Primarily, Schedule 1 relates expenditures for scientific

research and development to the total scale of operation of the

given foundation.

Schedule 2 apportions the total figure for scientific expenditure

among the various sciences as defined above, with further separa-

tion into basic research and applied and developmental. Moreover, for

the key year 1953 respondents were asked to indicate the recip-

ients of their moneys by broad categories:

a. Reporting foundation (research by its own staff)

b. Colleges, universities, professional schools

c. Health agencies (including hospitals, unless affiliated with medi-

cal schools and therefore under b)

d. Other agencies

e. Individuals (including research fellowships to graduate and post-

graduate students, but not scholarships for undergraduates)
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For 1 946 and 1 939 information on recipients was limited to sums

spent in direct operations versus grants to other agencies.

A final schedule analyzes Item e in Schedule 2 (contributions

to individuals) by the affiliation of such individual recipients.

The Universe Studied

The agreed universe was all foundations with assets of $10

million or more; it was believed, and later confirmed by sampling,

that while smaller foundations possessed collectively substantial ad-

ditional assets, few of them supported scientific research; to extend

the inquiry to several thousand additional organizations would

have delayed the findings without materially adding to the results.

The original list of 87 organizations believed to belong in this

group of larger foundations finally narrowed to 77. Several had

not yet come into their assets, or had not commenced their

activities by base year 1953; several lacked the large corpus

rumor had assigned to them, or their assets were nearly or wholly

counterbalanced by liabilities, making them in fact small foun-

dations with no proper place in this study. On the other hand,

retained in the group were a few which fell narrowly below the

$10 million limit and several others with reported ledger value

far below this limit but with income from assets suggesting that

an adequate market value, if such could have been obtained,

would have placed them in the group. A special case was made
of the General Education Board, in process of dissolution in 1953,

in view of its important record in the earlier years and its sub-

stantial expenditures in 1953 from capital and other resources.

The 77 foundations constituting this universe are identical with

those listed in Table 14.
1 The 77 foundations had assets totaling

$3 billion and a 1953 income from assets of $166 million. One
other characteristic of this universe requires special notice. Even
in this group of "larger" foundations, several are in a size class

by themselves. The three top foundations, the Ford Foundation,

Rockefeller Foundation, and Carnegie Corporation of New York,

have combined assets exceeding Si billion, representing 34 per

cent of the assets of all 77; and income of S73.4 million, or more
1 See pp. 108-109.
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than 44 per cent of the income of the group. In examining group

tabulations, therefore, it becomes necessary to guard against in-

terpreting as a group trend a change that may have resulted

from a sharp temporary shift made perhaps by a single one of

these largest foundations. In the tables that follow any unusual

such factors are noted.

Cooperation from most of the foundations was excellent; a

final 2 1 could not, or would not, fill out the schedules, but nearly

all of these were of the smaller, family type, with little or no

scientific research in their programs. Since we could not eliminate

them from our agreed universe without biasing our sample, we
obtained data from Form 990-A and other sources; errors from

inadequacies of some of these reports can scarcely be statistically

important.

More serious questions of reliability lie in difficulties of inter-

pretation. In many cases the distinction between medical and

biological research could not be satisfactorily interpreted in

terms of given grants. Because of organizational setup, one large

foundation could not separate physical sciences from biological

sciences, and included both under the latter. Basic research

versus applied research turned sometimes upon the motives of the

grantor rather than the nature of the project.

General Support of Research

The 77 foundations, it has been noted, had a combined income

from assets of $166 million. They spent1 in 1953 slightly less,

somewhat under Si 64 million. Table 19 and Chart 4 present the

general picture of this expenditure. Ten per cent was allotted

to "administration and miscellaneous," which includes for some

foundations moneys spent to maintain properties or other income-

producing assets as well as other items not in "overhead" in its

usual sense. Two foundations, representing 3 per cent of expendi-

tures, did not break down their total expenditures, though in one

case it was known that no scientific research was supported. The
remaining 87 per cent, or Si 42 million, was spent on program.

1 Actual expenditures; grants or appropriations voted but not disbursed are not

included.



SCIENTIFIC RESEARCH 263

TABLE 19. SCIENTIFIC RESEARCH EXPENDITURES OF 77 LARGER
FOUNDATIONS IN 1953*

Dollar figures in thousands

Foundations Per cent
Item reporting Amount of total

item expenditures

Total expenditures 77 $163,681 100.0

Scientific research 43 25>9°6 15.8
Other grants 7i 116,469 71.2
Administration and miscellaneous 75 16,446 1 0.0

Unitemized 2 4,860 3.0

a Calendar year, or fiscal year ending before July 1, 1954; in 15 cases for earlier

years as noted in Table 14.

Source: Russell Sage Foundation survey for National Science Foundation.

CHART 4. DISTRIBUTION OF EXPENDITURES OF 77 LARGER FOUN-
DATIONS IN 1953

Of this $142 million for program, only $26 million was re-

ported as scientific research and development—about 16 per cent

of the total expenditures of these foundations. Final reports of the

National Science Foundation project are not yet available, but

preliminary figures suggest that the national total for scientific

research in 1953 will be in the neighborhood of $5 billion, of
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which more than $2 billion was spent by government agencies.

In this framework the contribution from larger foundations of

$26 million is almost negligible in terms of percentage; but in

terms of programs for human welfare it has sometimes been

crucial. It must also be remembered that a large part of the

national figure is "gadget" and war-related research, with many
of the findings presently restricted.

Moreover, as The Rockefeller Foundation pointed out to the

Select (Cox) Committee:

. . . The very fact that government is taking an increasing interest

in scientific research, both "pure" and "applied," makes it all the

more important to sustain vigorous private efforts in such fields.

Undue dependence upon government or undue interference by gov-

ernment could easily become stultifying in the world of vigorous in-

tellectual activity at the outermost frontiers of human knowledge.

The work of a foundation lies largely in the pioneering or demon-
stration field; its capital is venture capital. Its money can be used in a

process of trial and error in which government funds might not

wisely go. With public funds there is less willingness to assume risks

and there are sharp penalties if the promise should prove a failure

and the road comes to a dead end, this despite the fact that in some
fields of research a "failure" can be as important as "success." It is

easier for foundations to confess "failure" and withdraw from an
unpromising effort than for government to do so in an atmosphere

of political controversy. Further, public opinion may be impatient

for quick results from tax dollars and may insist upon the application

of public funds to immediate utilitarian ends. Where foundation

funds are available to private institutions, originality, spontaneity of

thought, variation, independence, conviction and tenacity have had
a rich soil in which to flourish. Philanthropy can also provide sta-

bility and long-range support in a manner difficult to obtain through

annual appropriations. 1

Of 75 foundations that itemized their expenditures, scientific

research entered the programs of 43, or slightly more than half.

In four cases all program expenditures were in the research field,

but this is obviously the exception and not the pattern even

among the largest foundations.

Table 20 offers some evidence on changes of emphasis in scien-

tific research between 1939 and 1953. For this purpose the sample
1 The Rockefeller Foundation, Answers to Questionnaire, pp. 1 40-1 41.
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was reduced to the 37 foundations which were in existence, and

able to furnish reports for, all of the survey years.

In 1939 the 37 foundations reporting spent $10 million for

scientific research, representing about 20.5 per cent of their total

expenditures. The medical and biological sciences together ac-

counted for just half of this expenditure; the social sciences for

two-fifths; the physical sciences less than one-tenth. Agricultural

science in all years has been an almost negligible item.

TABLE 20. SCIENTIFIC RESEARCH EXPENDITURES IN 1939, 1946,

AND 1953 FOR 37 FOUNDATIONS REPORTING IN ALL
THREE YEARS, BY TYPE OF RESEARCH

Dollar figures in thousands

Item

1939

Per
Amount cent

1946

Per
Amount cent

*953

Per
Amount cent

Total expenditures $48,720 100.0 $44,454 100.0 $117,511 100.0

All scientific research 10,022 20.5 10,893 24.5 23,225 19.8

Life sciences

Medical
Agricultural
Biological

Physical sciences

Social sciences

2,877 5-9
64 O.I

2,143 4.4
881 1.8

4,057 8.3

4,027 9.1

269 0.6

i,435 3-2

2,462 5-5
2,700 6.1

6,572 5-6
688 0.6

3,427 2.9

1,874 1.6

1 0,664 9- 1

Source: Russell Sage Foundation survey for National Science Foundation.

In 1 946 total expenditures of the reporting group had fallen

off, probably because some foundations were still suffering from

war dislocations and not able in that year to finance or conduct

full programs. Scientific research expenditures had fractionally

increased to nearly $11 million, and now were 24.5 per cent of

the total. Medical and biological sciences together were again

almost exactly half the research expenditure. But this year the

social sciences dropped to one-quarter of research expenditure,

while the physical sciences (possibly also an after-effect of the

war) almost trebled in dollar expenditures, closely approaching

the social sciences.

In 1953 research expenditures were more than double either

of the previous years, exceeding $23 million. But meanwhile total
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expenditures of these foundations had about trebled, so that per-

centagewise research expenditures were at the lowest point in the

record, below 20 per cent of total expenditures. The medical and

biological sciences, though materially increasing in dollar amounts,

lost ground in relative position among the sciences. The physical

sciences dropped even in dollar amount below the 1946 record,

and stood at 1 .6 per cent of total expenditures. The social sciences

climbed sharply after the 1946 recession, slightly exceeding in

1953 the combined expenditures for medical and biological

sciences.

At first glance the table suggests that between 1939 and 1953,

instead of the expected increased emphasis on scientific research

among foundations, there was actually a slight decrease in pro-

portional spending for this purpose. An additional factor must be

weighed: the gigantic Ford Foundation is included in this tabula-

tion. In 1939 and 1946 it was still functioning as a family founda-

tion; its expenditures were minor, its scientific research was nil.

But by 1 953 it had come into its full assets and begun its enlarged

program, spending nearly $47 million in that year. Although it

devoted a substantial sum to scientific research, somewhat more

than $4.5 million, 1 this was at a rate of less than 10 per cent of

expenditures; because of the overwhelming size of its operations,

this reduced markedly the general average. It is possible that the

Ford Foundation proportion will change as its program develops.

In any event, if Table 20 were reconstructed without the Ford

Foundation, the remaining 36 foundations would show a research

investment of 20.9 per cent of total expenditures in 1939, rising

to 26.4 per cent in 1953. These figures probably more nearly

represent the trend among the older foundations.

Further examination of individual schedules reveals that of the

37 foundations reporting for the full period, eight made no con-

tributions toward scientific research in any of the three sampled

years. The Rockefeller Foundation contribution was the highest

in each of the years, amounting to almost half the total reported

1 The Ford contribution is larger than here reported because substantial sums
paid to such independent organizations as the Fund for the Advancement of Edu-
cation and the Fund for the Republic were eventually channeled into scientific

research.
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for scientific research in 1 939, about a third in 1 946, slightly more

than a quarter in 1953. But several smaller foundations devoted

a higher percentage of their funds to this area, one reporting 95
per cent of total expenditures for applied medical science.

Basic and Applied Research

Much of the tremendous expansion in research in the United

States in the past decade has been in applied and developmental

experimentation rather than basic research, the latter being de-

fined for this survey as "research directed toward increase of

knowledge in science. It is research where the primary aim of the

investigator is a fuller knowledge or understanding of the subject

under study, rather than a practical application thereof." It was

desired to discover whether foundations, free from the self-inter-

ests of many other spenders of research funds, were concentrating

on contributions toward building up the storehouse of funda-

mental knowledge.

In spite of careful definition of kinds of research and evident

care on the part of most responding foundations, it is doubtful

whether the collected data have high reliability. The distinction

between basic and applied research may be chiefly subjective,

with the grantor of funds intending to help a research worker

add to the storehouse of knowledge, but the worker concentrating

on a particular practical objective. Or the shift may be in the

opposite direction. An eager research worker, wishing to make
basic explorations in a field that excites him, may feel that he has

to wheedle the necessary funds from a shortsighted foundation

by presenting a project with a specific and practical objective.

These reservations need to be remembered in considering

Table 21 and Chart 5.

Of 77 reporting foundations, 43 supported research in at least

one of the sampled years. The dollar value of both basic and

applied research increased through this period, but large shifts in

emphasis appear in the record. In 1953 foundations reported

nearly two-thirds of their research funds devoted to basic re-

search; but in 1939 it had been 96 per cent, and the same persons

filled out the schedules for both periods. Out of greatly increased



u -
I—

I

< CO

PQ ^
ft "7

o S

to

ft 8

5 gus
ft ??< s

<N CO lO
ctjco cm
CO COM

w CO

^ CN
lO w

4-

ft «

IS

ft 8

73 -a

fSa. u
ft
< Si

ft H

ft 8

-o si

fSa,
ft ??

ft 8

co

af

co
o

CO
0>

CX> iT)

O CO o
co co m

co co
x^- <o

iO iO
H M CO

CO
CO w

co m
a> co

m loco
ID OX?)

CO CT) « to CO
<N CO CO <-> T}<

co <n to m co

WOO O CT)

<o o o o o
Tf CO

CO

CO O O O
o*> O O o

CO CO O
COCO CO
CO ~ CO

co
CD
co

lip o

ft

G
o

-a
c
3
o
ft
<u

bo
«J

CO



SCIENTIFIC RESEARCH 269

resources, foundations were contributing for basic research in

1953 more dollars but less purchasing power than in 1939.
1 Ex-

cept in biological research, where in all years nearly the whole

contribution was classified as basic, all branches of science

showed a trend toward applied research and development. The
most notable change was in the medical sciences, where in 1939

BASIC APPLIED BASIC APPLIED BASIC APPLIED

1939 1946 1953

CHART 5. SUPPORT OF BASIC VERSUS APPLIED AND DEVELOPMEN-
TAL RESEARCH BY 77 LARGER FOUNDATIONS IN 1939,

1946, AND 1953

foundations classified 98 per cent of their research expenditures

as basic, while in 1953 they classified above half as applied

research. A closer examination of the schedules suggests that

many of the latter appropriations are currently going for cancer

and other diseases.

1 Consumers' Price Index, revised series (i 947-1 949 = 1 00) : 1 939 = 59.4, 1 946 = 83.4,
1953 = 114.4.
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The Fields Supported

Tables 20 and 21 have indicated in general the division of

foundation expenditures among the branches of science particu-

larized in the schedules. More comment on this subject is needed,

and it should also be noted that foundations support such re-

search in two principal ways, by making grants or by conducting

TABLE 22. SCIENTIFIC RESEARCH EXPENDITURES OF 77 LARGER
FOUNDATIONS BY FIELDS OF SCIENCE, DIVIDED INTO
STAFF RESEARCH AND GRANTS, IN 1939, 1946, AND 1953

Dollar figures in thousands

1939 1946 1953

Item Showing Amount Showing Amount Showing Amount
item item item

All scientific research 23 $10,022 $11,222 43 $25,906
Staff research 7 2,182 2,061 1

1

3,522
Grants 22 7,840 29 9,161 42 22,384

Medical sciences 16 2,877 17 4,038 33 7,698
Staff research 2 180 2 282 5 749
Grants 16 2,697 17 3,756 3i 6,949

Agricultural sciences 3 64 4 284 10 1,047
Staff research 1 186 2 378
Grants 3 64 3 98 9 669

Biological sciences 7 2,143 10 1,695 13 3,73°
Staff research 1 438 1 307 2 685
Grants 7 1,705 10 1,388 13 3,045

Physical sciences 5 881 7 2,464 1

1

2,422
Staff research 1 673 1 581 1 736
Grants 5 208 6 1,883 10 1,686

Social sciences 16 4,057 16 2,741 22 11,009

Staff research 6 891 5 7°5 6 974
Grants 15 3,166 14 2,036 21 10,035

Note: This table shows data for all the foundations reporting for any year;

some were not in existence, or were unable to supply reports, for 1939 or 1946.

Source: Russell Sage Foundation survey for National Science Foundation.

the operations with their own staff.
1 Most foundations are of the

grant-making type. A few, of which Russell Sage Foundation and

the Twentieth Century Fund are examples, are of the operating

type. Several, of which The Rockefeller Foundation is a principal

example, combine both methods.
1 See Chapter 6.
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Table 22 and Chart 6 indicate for the three sampled years the

flow of foundation funds into the various fields of science. The
table also shows what portions were devoted to staff research and

what portions were disbursed to outside agencies and persons.

Staff research is quickly disposed of. In both number of founda-

tions showing this item and in amount spent, it was not large.

Exceptions were in the physical sciences, where the Carnegie

Institution of Washington was the sole and large contributor to

LIFE

SCIENCES

1939 1946 1953

CHART 6. SUPPORT OF SCIENTIFIC RESEARCH BY 77 LARGER FOUN-
DATIONS IN 1939, 1946, AND 1953, BY FIELD

staff expenditures, and the relatively heavy staff research in some

years in the medical and the social sciences. Staff research

averaged 20 per cent of research expenditures in 1939 and 1946,

and dropped to less than 14 per cent in 1953.

Flow of funds to the various sciences for all 77 foundations

shows few changes from the record of the 37 foundations report-

ing in all three years. Indeed, addition of the 40 more founda-

tions which were either formed since 1939 or did not have
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records for the earlier period made remarkably little change in

totals; the 37 foundations accounted for a little more than 823

million for scientific research; the additional 40, less than $3

million more. Scientific research is more characteristic of older

and experienced foundations than of those initiating programs.

Much of the added $3 million went to the medical sciences.

This is an area where existing agencies can use almost unlimited

additional funds, where outstanding accomplishment has been

registered in the recent past, and where public approval is certain.

The Recipients

For 1953, responding foundations were asked to divide their

research expenditures not only between staff research and out-

side grants, but to indicate for the latter figure whether the

moneys went to educational institutions (colleges, universities,

professional schools), health agencies (including hospitals unless

they were affiliated with medical schools), other agencies, or di-

rectly to individuals. The findings are recorded in Table 23 and

Chart 7.
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Colleges, universities, and professional schools received sub-

stantially half of all research funds disbursed by these founda-

tions. The proportion rose to 65 per cent in the biological sciences

where nearly all the research done was basic, and was low only

in the agricultural sciences, where two foundations had substan-

tial staff programs and one of these, together with one other, gave

grants of considerable size to certain outside agencies.

It has already been noted that staff research was 1 4 per cent

of 1953 research expenditures, having dropped from about 20 per

cent in the earlier years of this record. Health agencies received

1 o per cent of the total funds, nearly all of it for research in the

medical sciences. The nondefined category, "other" agencies,

consisted chiefly of welfare and coordinating organizations of a

wide variety; they collectively received nearly one-quarter of the

research funds, chiefly for social science research.

The mere 6 per cent granted directly to individuals requires

explanation. Many foundations have a policy against making

grants to individuals. Such a person, seeking support for a project,

must apply under the auspices of a college or other tax-exempt

organization, association, or even special committee. If the

project is approved, the foundation pays the money directly to

the organization, often in one lump sum, earmarked for the given

project and person. This saves the foundation from the necessity

of handling unscreened individual applications, often ensures a

better initial presentation, simplifies bookkeeping, and avoids the

detailed supervision which foundations are neither equipped for,

nor desire to do. As a result, grants which actually went for

individual work, after perhaps a small deduction for overhead,

are often included in sums reported in this table as paid out

to colleges and other agencies.

Eleven of the 77 foundations reported grants directly to indi-

viduals, with three of these—the Ford Foundation, the John
Simon Guggenheim Memorial Foundation, and The Rockefeller

Foundation—accounting for 93 per cent of the Si .5 million total.

Table 24 supplies information on the affiliations of the 466 indi-

viduals concerned, but must be regarded as only a partial picture

for the reasons above stated.
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These 1 1 foundations gave nearly all their individual grants

to college personnel— 78 per cent of the persons were in colleges,

and they received 83 per cent of the total funds awarded to indi-

viduals. Faculty recipients almost exactly equaled in numbers

predoctoral and postdoctoral students combined, and the profes-

sors received higher average grants; those for faculty averaged

the highest for any group, S3,899 as compared with an average

for all individual recipients of $3,270. The data do not reveal part

or full-time commitments, it should be noted.

TABLE 24. AFFILIATIONS OF INDIVIDUALS RECEIVING GRANTS
FOR SCIENTIFIC RESEARCH FROM 11 FOUNDATIONS
IN 1953

Affiliation
Number of

individuals

Per
cent

Dollar
amount

Per
cent

Average
per grant

Total 466 100 $i s523>75° 100 $3,270

University, college, or pro-
fessional school* 366 78 1,267,257 83 3 5462

a. Faculty 182 39 709,647 47 3>Q99
b. Graduate students, pre-

doctoral 117 25 20 2,660
c. Graduate students, post-

doctoral 67 14 246,363 16 3,677
Health agencies 28 6 34>592 2 i>235
Research institutes 27 6 90,678 6 3,358
Other affiliation 37 8 1 13,206 8 3,060
Unaffiliated, or affiliation un-
known 8 2 18,01

7

1 2,252

a Including affiliated hospitals, institutes, etc.

Source: Russell Sage Foundation survey for National Science Foundation.

The number of individuals in health agencies and in research

institutes receiving grants was about equal, 28 for the former and

27 for the latter, but grants to persons in research institutes were

much higher. An additional 45 persons receiving 9 per cent of the

funds in Table 24 were affiliated with agencies falling outside the

above categories, or their affiliation was not known.

Research in Smaller Foundations

It was impossible to extend this survey to the perhaps 4,500
additional smaller foundations. However, as a preliminary ex-

ploration of this field a random sample of 50 of these foundations
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was obtained, and data concerning them taken from Form 990-A

and other reports. Characteristically, their assets were small, in

only two cases exceeding $1 million, and totaling for the group

$7.6 million. Expenditures, however, totaled $1,247,000; many
of these smaller foundations are newly organized, with the donor

still living, and serve as channels for giving out of current income.

From available descriptions of activities it appeared that not

more than six of these foundations supported scientific research

of any character, and in every case this was medical research.

Attempts to establish amounts by correspondence proved not

wholly successful; our estimate is $62,000 for medical research,

chiefly applied, in the given year. This would amount to 5 per

cent of total expenditures for the group.

Reliable figures on the expenditures of all foundations are not

available, but our preliminary estimate for 1 953 puts the total at

approximately $300 million. With deduction of the $164 million

expenditures of the 77 larger foundations, $136 million repre-

sents the smaller foundations, from which they may have spent

about 5 per cent, or $6.8 million, for scientific research, chiefly

medical. This estimate is based upon inadequate data, but the

evidence seems strong that their contribution in this area is

slight; even wide variations in some of the elements of the cal-

culation will not significantly affect the total.

Adding $6.8 million to the amount found for the larger founda-

tions brings the complete total of foundation research expendi-

tures in 1953 to an estimated $32.7 million.



CHAPTER 11

Fields of Activity

NA- nO REGENT STUDY has been made of

foundation expenditures in all fields comparable with the survey

of their scientific research. Indeed, authorities disagree on the

basic question of classification. For purposes of this discussion, no

effort is made toward a fully coordinated division of the whole

field of philanthropy or of human knowledge; categories have

been selected pragmatically, for their usefulness with respect to

present operations of foundations and with regard to classifica-

tions used in earlier studies, to facilitate comparisons.

Movement Among General Categories

Ten major categories, with a residual "miscellaneous," have

been chosen. Table 25 presents some data, unfortunately not fully

comparable because from differing sources, on the movement of

foundations and foundation funds among those fields.

The 1 92 1 and 1930 data are from Eduard C. Lindeman's study

of 100 foundations and community trusts, which gave dollar

figures for each of nine (including miscellaneous) fields, but no

indication of the number of foundations involved in any of these

fields. Professor Lindeman defined education very broadly, and

reported foundations making about half their expenditures in

that area in both years. Health came next, with about a third of

expenditures in 1921, a quarter in 1930. Social welfare repre-

sented nearly 1 9 per cent in 1 92 1 ,
dropping to about 1 3 per cent

in 1930. No other classification accounted for as much as 2.2 per

277



278 PHILANTHROPIC FOUNDATIONS

cent in either year. Economics and the physical sciences did not

appear at all, except as these were subdivisions under education.

In the 1 944 study, foundations were asked to check any classifi-

cation to which "15 per cent or more of the year's efforts or

expenditures" had been devoted, and no attempt was made to

assign dollar values. Many foundations checked more than one

TABLE 25. EXPENDITURES, OR NUMBER OF FOUNDATIONS MAK-
ING EXPENDITURES OR EXPRESSING CURRENT INTER-
EST, IN CERTAIN FIELDS, 1921, 1930, 1944, AND 1954

Dollar figures in thousands

Field
1921 !93o 1944 1954

Amount Per
cent

Amount Per
cent

Number Per
cent

Number Per
cent

Total $35>*97 100.0 $59,219 100.0 335 100.0 620 100.0

Education 42.8 32,661 55-2 163 48.7 449 72.4
Social welfare 6,545 18.6 7»9io 13-3 150 44.8 404 65.2
Health 11,490 32.7 15^56 25.6 129 38.5 414 66.8
Recreation I5 1 0.4 572 1.0 5 1 15-2 118 19.0
Religion 752 2.1 715 1.2 37 II.O 189 30.5
International

relations 727 2.1 95 1 1.6 26 7.8 42 6.8

Race relations 7 0.0 78 0.1 26 7.8 58
Economics n.d. n.d. 19 5-7 103 16.6

Government
and public
administra-
tion 445 i-3 1,161 2.0 19 5-7 104 16.8

Physical sci-

ences n.d. n.d. 1 0.3 57 9-2

Miscellaneous 8 0.0 15 0.0 1

1

3-3 59 9-5

n.d.—no data.

Sources: For 1921 and 1930 data, Lindeman, Wealth and Culture, pp. 68-135;
for 1944 data, Harrison and Andrews, American Foundationsfor Social Welfare, p. 79;
for 1954 data, Rich, American Foundations and Their Fields, 7th ed., American Founda-
tions Information Service, p. xxxvi.

classification. Nearly half of the 335 foundations included in this

study indicated a substantial interest in education. Only slightly

fewer, 45 per cent, also indicated social welfare, somewhat of a

catch-all classification. Health was third with nearly 40 per cent,

but, said our study at the time, "its position in available funds is

certainly higher.
3
' Other classifications were reported by fewer

foundations, but representations were not negligible.
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The 1954 data (the year is only approximate) from the Rich

survey represent checking of fields of current interest by the

foundations themselves. Only 15 per cent of the entire group

supplied such information, but these included 55 per cent of the

largest foundations (those with assets of $ 1 o million or more) so

that the flow of funds is substantially represented. However, the

list of fields in the Rich survey included many more items than

those in the table; in assigning some of these to major categories

for comparison purposes, errors in choice may have occurred.

The full report in the Rich survey should be consulted.

For the three large categories, Education, Social Welfare, and

Health, percentages rose to a range of from about two-thirds to

nearly three-quarters of the foundations reporting. This may be

due largely to a more liberal interpretation of the word "inter-

est," with relatively minor involvements being included. The
substantial increase for Religion may be chiefly in number, with

inclusion of many small family foundations, rather than indicat-

ing a sharp rise in total value of grants; in the Rich survey fewer

than 8 per cent of foundations with assets over $1 million indi-

cated this field, but 42 per cent of the smaller foundations did so.

A movement has taken place into the areas of Economics and

Government and Public Administration; neither is in command-
ing position, but both are much higher than in any previous

study.

No accurate statement of either changes in amounts of founda-

tion grants among the various fields or the present amounts can

be made on the basis of data available. However, discussion of

specific activities and policies in these fields may prove illustra-

tive and helpful.

Education

As Table 25 indicates, education in one form or another is

in the program of about half the foundations, and for many of

them is a major concern. Of course, as we have already seen,

colleges and universities are the most frequent channels of foun-

dation giving even when ultimate purposes of the gift may be as
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various as aid to a creative writer or a "program on glycopro-

teins." Also, the chapter on scholarships and fellowships repre-

sents in its entirety another form of giving to education. This

chapter does not repeat observations on methods, channels, and
special programs that have already been made, but presents a

few recent programs centered on aid to education itself.

Such aid has been directed to education at all of its levels.

The Charles Stewart Mott Foundation gives large sums to the

board of education of Flint, Michigan, the amount reaching

about Si.8 million in 1953. Few other foundations contribute to

the public schools, and even in higher education their gifts are

more apt to go to private than tax-supported colleges and uni-

versities. But foundations, singly or in concert, have helped

initiate programs in education at all levels. In the South:

There was the closest sort of cooperation between the various

groups, and officers and directors often served more than one of these

boards. ... It was this type of cooperation, this interest of all these

Boards or Funds in a common problem, which produced much of the

progress in the South during the first three or four decades of this

century. For example, the Peabody Fund and the Southern Educa-

tion Board provided the salary for the first year for Jackson Davis,

the first State Agent for Negro Schools, after which year the General

Education Board took over his salary and extended to all other

Southern States an opportunity to employ such agents. Dr. Seaman
A. Knapp's system of farm demonstration work was supported first

by the Southern Education Board and then by the General Educa-

tion Board before responsibility for it—Four H Club Work—was ac-

cepted by the United States Department of Agriculture. Normal
schools and summer schools likewise received their earliest stim-

ulation and support from one or more of these individuals or

agencies. . . .

The story of the cooperation and the mutual assistance developed

in the South between the Peabody Fund, the Slater Fund, the

Southern Education Board, the General Education Board, the

Jeanes Fund, the Carnegie Corporation, the Phelps-Stokes Fund, the

Rosenwald Fund, and others is an interesting chapter in American

cooperative effort for better education, better health, and better

life. . . }

1 Southern Education Foundation, Biennial Reportfor 1950-51—1951-52, Atlanta,

Ga., 1952, pp. 30, 38.
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Recent educational programs show wide variety. The Fund
for the Republic, an independent entity set up by the Ford

Foundation, announced in 1955 a study to "assess the degree of

fear among teachers in such areas as the handling of controversial

subjects in the classroom," and related matters. Two other inde-

pendent funds set up by the Ford Foundation, the Fund for the

Advancement of Education and the Fund for Adult Education,

devote all their efforts and expenditures to educational projects.

The latter Fund, as its name implies, supports "lifetime learning"

projects usually outside the orbit of formal education. Recent

substantial grants were made to the American Library Associa-

tion for its program on "The American Heritage," to the Com-
mittee for Economic Development for projects in economic edu-

cation, to the Great Books Foundation to extend its study discus-

sion program, to the Educational Television and Radio Center

for television and radio program development and exchange, to

the Inter-University Labor Education Committee for develop-

ment of programs and materials for union leaders.

The financial plight of higher education—where lower interest

rates, rising costs, and vastly expanding enrollments have driven

many private colleges into deficit financing—has been brought

forcefully to the attention of most foundations. The situation

with respect to receipts for current operation is presented

graphically in Chart 8.

The universe here represented consists of 1,832 colleges and

universities reporting to the Office of Education for the school

year 1 951-1952. Private institutions were much more numerous,

but private and public were almost exactly equal in numbers of

students and faculty. Total receipts for current operation ex-

ceeded $2.5 billion (for private institutions, $1,187 million; for

public, $1,375 million), these sums not including contributions

toward endowment, plant expansion, or nonexpendable funds

such as scholarships and student loan funds.

Sources of these receipts varied widely between private and

public institutions. For the tax-supported group, government was

the only substantial source, aside from auxiliary enterprises

—

which are dormitories, dining-halls, and intercollegiate athletics,
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with income from these sources offset by closely corresponding
expenditures. Even among private institutions endowment in-

come has shrunk to 9 per cent; this was the item which both
foundations and college administrators once believed would solve

college financial problems for the whole future. Total private

benefactions for current operation—from corporations, alumni,

PRIVATE
INSTITUTIONS

PUBLIC
INSTITUTIONS

MISCELLANEOUS

AUXILIARY
ENTERPRISES

PRIVATE
BENEFACTIONS js^

ENDOWMENT
INCOME

GOVERNMENT

STUDENT FEES

CHART 8. SOURCES OF RECEIPTS FOR CURRENT OPERATION IN
HIGHER EDUCATION IN 1952

churches, foundations, friends—cover only 10 per cent of these

costs in private colleges.

Some foundation contributions to colleges appear in the

"private benefactions" item; in the case of research subsidies,

under "miscellaneous." They cannot be separately identified, but

it is obvious that in the context of total operating costs they are

small. The budget of higher education in the United States has



FIELDS OF ACTIVITY 283

grown to such mammoth proportions that it can no longer be

greatly affected by foundation contributions.

This is true even in light of the largest philanthropic gift on

record, the Ford Foundation's appropriation of $500 million in

December, 1955. Of this tremendous gift, equal to the total assets

of the next two largest foundations, $2 1 o million are earmarked

for colleges and universities; $200 million for hospitals; $90 mil-

lion for privately supported medical schools. The $210 million

will be granted in the next eighteen months to the 6
1
5 accredited

private colleges and universities in the United States, in sums

approximating their 1 954-1 955 payroll for instruction in the

liberal arts and sciences. Each grant must be held for ten years as

endowment, with income devoted to increasing teachers' salaries;

thereafter restrictions are removed. (An additional $50 million

voted for teachers' salaries earlier in 1955 will now go to 126

schools which had already led the way in salary improvement

"for raising faculty salaries or for other pressing academic

needs.") But the $210 million, superb gift that it is, can do no

more than increase teachers' salaries some 4 or 5 per cent (de-

pending upon investment yield) in a special group of 615 schools.

It may have a leavening effect upon higher education, however,

far beyond its specific dollar contribution.

In particular situations, and for individual colleges, founda-

tions do make significant contributions. But more often these are

directed toward special problems rather than general financing.

The Louis W. and Maud Hill Family Foundation has subsidized

an experiment among five liberal arts colleges in Minnesota in

cooperative use of resources, so that each can offer its students

facilities and services at any other. The foundations established

by corporations have greatly expanded their aid to colleges, some

of it for general support, some of it for specific projects, scholar-

ships, or research. The United States Steel Foundation an-

nounced gifts totaling $700,000 to 137 liberal arts colleges for the

school year ending in 1955. The Olin Foundation has made
several recent grants in the million-dollar range for college build-

ings, but among general foundations "bricks-and-mortar" pro-

grams are now rare.
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Recently the Council for Financial Aid to Education asked col-

leges to list eight types of gifts in the order of their usefulness to

the colleges, and then the same types of gifts were ranged in the

order of current practice in corporation giving. As Table 26

shows, the colleges
5

first choice was the corporations' fifth; their

second choice was last in corporation practice; and the corpora-

tions' most frequent practice, grants for research funds, was last

in the colleges' estimate of usefulness. No similar table of founda-

tion practice has been devised, but it is certain that it would not

correspond closely to the preferences here expressed by the

colleges.

TABLE 26. GIFTS TO COLLEGES IN THE ORDER OF
COLLEGE PREFERENCE AND CORPORATION
PRACTICE

Rank in

Type of gift
College Corporation

preference practice

Unrestricted funds 1

Capital funds for endowment 2

Capital funds for buildings 3 2

Scholarship funds 4
Funds for new equipment 1
Graduate fellowship funds a 7
Specified departmental funds 7 4
Research funds 8

Source: Proceedings of Working Conference on Financial Aid to Education.

Council for Financial Aid to Education, New York, 1954, p. 13.

Health

The broad field of health, including actual treatment of dis-

ease, hospitals and hospitalization, medical research, medical

education, public health, and preventive education, probably

closely approaches education in total foundation expenditures.

Although more foundations expressed interest in the catch-all

classification social welfare, the number of large foundations that

spend all or nearly all their income on health projects makes it

probable that this area receives larger foundation support than

social welfare. This is true even though federal appropriations in

the health field now dwarf all others, and in some areas have
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made private research contributions less needed. It does not fol-

low that medical discovery is reaching limits; indeed, each new
discovery opens still wider the areas needing study. But in view

of governmental and other funds now available, the shortage in

some areas is in competent investigators rather than funds. Re-

cent shifts in relative support of research, both the general picture

and for medical research, are suggested in Table 27.

TABLE 27. SUPPORT FOR GENERAL AND MEDICAL RESEARCH,
1941 TO 1952

Dollar figures in millions

Source

1941 1944 1947 1952

Per
Amount

cent
PerAmount
cent

Amount
cent

PerAmount
cent

General research

Government
Industry
Nonprofit

Total

$370 41
5io 57
20 2

$ 940 68
420 30
20 2

$1,160 51

1,050 47
50 2

$2,240 60
i,430 38

80 2

$900 1 00 $1,380 100 $2,260 100 $3,750 100

Medical research

Government
Industry
Philanthropy
Other nonprofit

Total

$3 7
25 55
12 27

5 "

$10 16

35 60
10 16

5 8

$28 32

35 40
15 17
10 11

$73 42
60 35
25 14

15 9

$45 1 00 $60 1 00 $88 100 $173 100

Source: Ladimer, Irving, "Trends in Support and Expenditures for Medical
Research," Public Health Reports, February, 1954, p. 116.

According to this tabulation, the nonprofit contribution to all

research, though it quadrupled between 1941 and 1952, remained

a minor 2 per cent of the total. In medical research, philanthropy

and other nonprofit sources contributed in 1941 a very significant

38 per cent; their contribution more than doubled, increasing by

$23 million by 1952, but in proportion had dropped to 23 per

cent. This was largely due to the tremendous expansion in gov-

ernment expenditure for medical research, which grew from $3
million to $73 million. The chief channel for these expenditures

is the Public Health Service, which includes seven national

health institutes—the National Institute of Arthritis and Meta-
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bolic Diseases, National Cancer Institute, National Institute of

Dental Research, National Heart Institute, National Institute of

Mental Health, National Microbiological Institute, and Na-

tional Institute of Neurological Diseases and Blindness. The 1955
appropriations for medical research grant projects supported by

the Public Health Service totaled approximately $34 million.

Other large users of federal funds for medical research are the

Atomic Energy Commission, the Department of Defense, and the

Veterans' Administration.

The general figures presented above do not separate founda-

tion contributions from philanthropy and other nonprofit, and

there is doubt whether they are based on a careful survey of

foundation operations in these fields. Our information on this

subject has been presented in Chapter 10, particularly Table 23.

The foundations contributing most heavily to medical and

biological research in 1953 were The Rockefeller Foundation,

M. D. Anderson Foundation, Carnegie Institution of Washing-

ton, John and Mary R. Markle Foundation, Commonwealth
Fund, Samuel S. Fels Fund, Josiah Macy, Jr. Foundation, and

the Alfred P. Sloan Foundation. Many of these foundations sup-

ported basic rather than applied research, and in general their

policy was to stimulate investigation in new fields and to support

it where other funds were least available. The observations of the

President's Scientific Research Board in 1947 are still applicable:

New activities are subsidized for a short time, and then support is

gradually withdrawn as the merits of the work attract support from

other sources. For example, after the establishment of the National

Foundation for Infantile Paralysis, nearly all other support was with-

drawn from poliomyelitis research. Several foundations are now in-

vesting heavily in research on nutrition and neuropsychiatry. When
these fields become more widely recognized and attract more sup-

port, the foundations may withdraw and turn their attention else-

where. This has been the outstanding contribution of the founda-

tions: to initiate exploration of fresh medical fields, in the hope of

finding new knowledge and attracting recognition of these new
fields.

1

1 Steelman, John R., The Nation's Medical Research. Vol. 5 of Science and Public

Policy. Government Printing Office, Washington, 1 947, pp. 20-2 1

.
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Present foundation activities in the health field cover many
projects that fall outside the area of scientific research, including

personnel training, building programs, health education, indi-

vidual treatment. A sampling of recent projects will suggest this

variety.

In 1954 three Pittsburgh foundations—The A. W. Mellon

Educational and Charitable Trust, Richard King Mellon Foun-

dation, and Sarah Mellon Scaife Foundation—gave Si 5 million

to the University of Pittsburgh for its school of medicine, prima-

rily to strengthen its teaching faculty. The Samuel H. Kress

Foundation made a conditional grant to New York University of

approximately $8.5 million in 1948, payable over a period of ten

or more years, for the University's Post-Graduate Medical

School, part for current support and part for capital purposes.

The same university received in 1954 from the Murry and

Leonie Guggenheim Foundation a grant of $500,000 to be paid

over five years to establish an Institute of Dental Research as part

of its college of dentistry. The Commonwealth Fund in its 1 953
fiscal year gave over $4.5 million in a wide variety of medical

grants, the largest being $2.75 million for a dormitory for medical

students at Yale University as a memorial to Edward S. Hark-

ness, first president of the Fund. In 1 954 The Rockefeller Foun-

dation appropriated $1 million for the University of California to

explore ocean resources and "bring the sea into the laboratory,"

with emphasis upon the sea's tremendous potential food resources

in view of the increasing seriousness of the world food problem.

The John A. Hartford Foundation announced in 1955 a grant of

$3,160,000 to Yale University for biophysics, with $460,000 ear-

marked for construction of a research laboratory and the re-

mainder constituting a grant of Si 80,000 a year for 15 years for

support of a newly established department of biophysics.

The outstanding recent grant in the health field is the Ford

Foundation's tremendous appropriation, already noted, which

includes S200 million to be disbursed in grants to some 3,500

voluntary nonprofit hospitals in the United States and its pos-

sessions "for any program of improvement or extension of hos-

pital service, but not for operating expenses for services currently
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being performed by the hospitals." An additional $90 million was

granted for privately supported medical schools "to help them
strengthen their instruction."

Sometimes a small, local experiment grows into a widespread

program, as in this W. K. Kellogg Foundation example:

The people of Kalamazoo County, Michigan, desired to do some-

thing to reduce the number of deaths and injuries occurring from

accidents in their homes. After three years of experimentation, with

assistance from the Foundation, the accomplishments appeared to

be of real significance. Subsequently, similar grants were made to

three other local health departments and this year to eight state de-

partments of health for further experimentation in the field of home
accident prevention. Virtually all our activities today, on the na-

tional and international levels, are based upon preliminary experi-

ence and testing done at the local level. 1

As with education, total health needs (in 1952 it is estimated

that $14.4 billion were spent in the United States for health and

medical services and facilities for civilians2
) are beyond the re-

sources of all the foundations together. Even the narrower field of

medical research should have "not less than $300 million a year"

by 1957 according to the President's Scientific Research Board. 3

In this area foundations have made, and can continue to make,

significant contributions. But money alone cannot solve these

problems.

There is a widespread expectation that if enough money is made
available, medical research laboratories will produce startling dis-

coveries almost overnight. . . . Such abundant hopes are fore-

doomed. The success of medical investigators in solving difficult

problems during the war was based upon the scientific ground-work

laid years ago by the unhurried, untrumpeted investigations of thor-

oughly trained research scientists. The hope of the future in medical

research lies in preserving a balance between the search for new
fundamental knowledge and application and development of new
techniques, and in training an adequate supply of skilled investi-

gators. 4

1 Annual Report, 1952-1953. Battle Creek, 1 953, p. 4.

2 Dewhurst, J. Frederic, and Associates, America's Needs and Resources: A New
Survey. Twentieth Century Fund, New York, 1 955, p. 294.

3 Steelman, John R., op. cit., p. 10.

4 Steelman, op. cit., pp. 9-10.
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Social Welfare

Social welfare has certain catch-all characteristics, which may
account for the very large number of foundations in this classifica-

tion. It includes such humanly appealing causes as bread for the

poor, homes for children, and care for the aged, which consti-

tuted the chief concern of many of the older foundations and

trust funds before social security and other governmental pro-

grams largely took over responsibility for primary relief needs.

By no means all foundations have deserted the relief field, and

indeed some cannot do so without court action. Current reports

include items such as these:

From the income of the Archibald Thomson Fund a total of 2,182

loaves of bread were delivered to the poor of the City of Philadelphia

at a cost of $436.40.
1

During the past year 23 boys were indentured. Loans of $500 each

were made to 10 apprentices; the notes of 17 boys have been sur-

rendered and the benefit of $500 granted to each. Four girls were
indentured. Five girls who served apprenticeships have married and
received their marriage portions. One hundred fifty-eight widows
have been paid $50 each, and 254 brides have received marriage

gifts of the same amount. 2

But the picture of welfare support has changed radically in the

past several decades. Table 28 shows welfare expenditure rising

from about $3 billion to $20 billion in twenty years. But most of

this expansion has been in the public welfare field, where expend-

itures rose from slightly more than $1 billion to more than $12

billion, and from 45 per cent of the 1930 estimated total to 62 per

cent of the 1950 estimate. Even in the private welfare field the

most remarkable gains were not recorded in any area of volun-

tary giving but in the new $3 billion item of health and welfare

funds gained from business by collective bargaining and by

strikes.

In spite of this sweeping change toward public, wholesale relief

and "insurance" programs, foundations still perform useful

1 Report for 1954, Board of Directors of City Trusts of the City of Philadelphia,

p. 27.
2 One Hundred Seventh Annual Report of the Trustees of the Smith Charities. Northamp-

ton, Mass., 1955, p. 9.
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services in this area. For example, in 1954 the Frederick and

Amelia Schimper Foundation sponsored a series of regional con-

ferences on standards of care for older people in institutions,

attended by state commissioners of health and welfare and ad-

ministrators of both public and voluntary institutions. The Rosen-

berg Foundation appropriated $55,860 for a California Citizens

Committee to secure the facts concerning children's shelter care

and detention in that state. The Rockefeller Brothers Fund made

TABLE 28. PUBLIC AND VOLUNTARY WELFARE EXPENDITURES*
IN THE UNITED STATES, ESTIMATED FOR 1930, 1940,

AND 1950
Dollar figures in millions

Source 1930 1940 1950

Total expenditures $2,876 $7,144 $19,902

Voluntary welfare 1,588 1,7*5 7,5i8
Charitable contributions of living donors,

corporations, and charitable bequests'3 1,204 1,245 4,146
Income from capital of philanthropic in-

stitutions 260 300 568
Employers' contributions to private health,

welfare, and pensions 124 170 2,804

Public welfare 1,288 5,429 12,384
Social insurance 407 1,241 4,744
Veterans' welfare programs 695 452 4,545
Public aid (relief, work relief, public as-

sistance) 105 3,592 2,585
Other welfare 81 H3 510

a Excluding public health and medical services.

b Includes total "deductible" charitable giving.

Excludes college endowment income.

Sources: For employers' contributions and all public welfare items, Dewhurst
and Associates, America's Needs and Resources, Twentieth Century Fund, 1 955, p. 43 1

;

for other items, Andrews, Philanthropic Giving, p. 72, with revisions for this study.

a three-year grant, to begin in 1955, to the Community Service

Society of New York for a study of psychological, social, and

health problems associated with aging, and how to promote a

"good old age."

Such programs usually do not offer direct relief, an ocean of

need in which the resources of even the largest foundations could

be swallowed up unnoticed. But they do give direction and help

to large governmental programs or seek out some of the ultimate

causes of our social dis-eases. Indeed, a pronounced swing has
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1

been observable in recent years on the part of many private

foundations from the older and "safe" programs centering on re-

lief, routine aid to education, and medical research into the ex-

plosive issues of learning to live together in the modern world.

The size and nature of this growth as it is reflected in research in

the social sciences have beendocumented in the preceding chapter.

Chief contributors to social science research in 1 953, in order

of size of expenditure, were the Ford Foundation, The Rocke-

feller Foundation, Carnegie Corporation of New York, A. W.
Mellon Educational and Charitable Trust, Maurice and Laura

Falk Foundation, Russell Sage Foundation, Twentieth Century

Fund, and Carnegie Endowment for International Peace.

Recreation

The Department of Commerce estimates our national recrea-

tion expenditures for goods and services at $1 1 .9 billion for 1953.

Foundations have had little part in this vast expenditure, most of

which has been supplied enthusiastically by the participants

themselves. But many community trusts and some other founda-

tions support local public recreation, including parks. The Estate

of Harry C. Trexler provides that one-fourth of the net income

"shall be paid annually and perpetually into the Treasury of the

City of Allentown, to be used by the City for the improvements,

extension and maintenance of all of its Parks." The Sarah Mellon

Scaife Foundation built a Children's Zoo in Pittsburgh, supports

a recreation program for Pittsburgh teen-agers, and financed a

three-year tree planting program enabling this city to plant some

700 trees a year along its streets and establish a tree and shrub

nursery. The Old Dominion Foundation gave $309,000 in 1952

to the government of the United States toward establishment of

the Cape Hatteras National Seashore Recreational Area in North

Carolina. The Avalon Foundation also contributed toward the

Cape Hatteras project, and a number of other similar purposes,

including restoration of historical sites. The Ray and Charles

Newman Memorial Foundation voted $125,000 in 1955 for a

"Fragrance-Touch Garden for the Blind" in New York City's

Central Park.
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If the arts are included in a broad definition of recreation, here

the contributions of foundations have been notable. The A. W.
Mellon Educational and Charitable Trust, from its inception

through 1953, made grants to the National Gallery of Art in

Washington totaling $79 million, including many notable works

of art. In 1 953 the Rockefeller Brothers Fund announced a five-

year grant of $125,000 a year under jurisdiction of the Museum
of Modern Art for international exchange of art through exhibi-

tions of American paintings in various countries and of foreign

art in the United States. The Presser Foundation has supported

music through a wide program, including a home in German-
town, Pennsylvania, for retired music teachers, assistance for

music teachers in distress, music scholarships, Presser Halls at ten

colleges, and, like the Griffith Music Foundation, it has assisted

school children in attending outstanding musical events. Several

foundations have followed the Maecenas pattern of acting as

patron to writers, sculptors, musicians, painters; the most note-

worthy program in this field is that of the John Simon Guggen-

heim Memorial Foundation, already outlined.

Giving in the field of recreation has its own special problems

and rewards. If the gift is a public facility, such as a park, it

should not be a mere substitute for tax moneys the citizens would

normally supply. But sometimes an emergency opportunity ap-

pears which must be seized at once, or be lost. Sometimes a

foundation can supply a facility the local citizens could not

afford, but greatly need and will agree to maintain. For any

public project, the interest and participation of the affected

citizen group is a primary requirement.

Giving in the arts is itself an art, requiring sound but adven-

turous esthetic judgment and ability to deal with the artistic

temperament. Aid once granted to musical organizations, theater

groups, or struggling art publications, is apt to grow into annual

requests. Some "civic" organizations are found on closer exami-

nation to be devoted primarily to the glory and perhaps profit

of one individual. But beauty remains a commodity in scarce

supply which mankind deeply needs. The rewards of successful

giving are great. When Gaius Maecenas devoted some of his
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fortune to supporting two farm-boy proteges in the unlikely field

of poetry, Quintus Horatius Flaccus and Publius Vergilius Maro
enriched the world's literature and made their patron's name the

immortal symbol for such giving.

Religion

About half of all philanthropic giving in the United States goes

to religious agencies. Nevertheless, or possibly because of this fact,

only a few foundations make substantial contributions in this

area. In our 1944 tabulation, religion claimed a total of 37
foundations, or 1 1 per cent, six of which called it their sole

interest. The 1 954 tabulation showed 1 89 foundations, or 30 per

cent of those replying, expressing interest in this field, but the

great majority of these were small family foundations, with their

religious "grants" in many cases substituting for personal con-

tributions to church or synagogue. In considering these figures it

should be remembered that ecclesiastical "foundations" that lack

separate organization or operate within a single religious group are

excluded from the listings, which otherwise would be much longer.

General foundations find difficulty in giving to religion in

terms of the different faiths or particular denominations, though

this is precisely the form that such giving takes with some of the

family foundations, where the donor designates a church or pos-

sibly the promotion of a particular creed. These difficulties are

sometimes resolved through equal gifts to all the chief faiths, or to

organizations that are interfaith or at least interdenominational.

Programs of foundations in this area are quite diverse. Several

furnish scholarships to prospective ministers, or give direct aid to

theological seminaries. The indenture of the Duke Endowment
requires payment of 10 per cent of the distributable income for

building and operating churches in North and South Carolina

and 2 per cent for ministerial pensions. The J. C. Penney Founda-

tion set up Penney Farms in Florida for the benefit of aged,

retired ministers and their wives or widows. The New World
Foundation, not yet in active operation, is enjoined by the will

of its donor, Mrs. Anita McCormick Blaine, to support among
other items "the growth of the spiritual, as distinguished from the
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material, elements of human life." The Church Peace Union,

founded by Andrew Carnegie, was set up to interest, arouse, and

organize "the world's moral forces and men of all religions in

behalf of world peace." The Farm Foundation includes religion

in its current program, "particularly the economic training of

rural ministers." The Atkinson Charitable Foundation ofToronto

has for some years supported the snowmobile trips of a parka-

robed bishop to Indians and Eskimos in the wilderness near

James Bay as part of a program carried on by the Anglican

Church. Foreign missions, once a frequent object of foundation

support, have declined in importance under present conditions.

The Edward W. Hazen Foundation, emphasizing religion and

higher education, conducts programs in student counseling and

has supported various publishing projects in the religious field.

The Israel Matz Foundation assists in the publication of Hebrew
classics. The Swedenborg Foundation distributes the writings

and promotes the doctrines of Emanuel Swedenborg. The
LeTourneau Foundation was established "to teach, promulgate,

and disseminate the gospel ofJesus Christ throughout the world"

and other related purposes. The 1 954 grants of the James Foun-

dation of New York included $355,000 for such varied religious

purposes as the current work of Union Theological Seminary in

the City of New York and St. Vladimir's Orthodox Theological

Seminary, helping to initiate a program for a graduate depart-

ment of religion at Princeton University, and the building fund

of a woman's college in Japan under auspices of the American

Board of Commissioners for Foreign Missions.

International Relations

Programs bearing on international relations were found in

8 per cent of the foundations reporting in 1944. The proportion

is not large today, but with increasing recognition that our own
welfare and perhaps survival are deeply affected by develop-

ments outside the United States, substantial funds are being

devoted by some of the larger foundations to studies with inter-

national aspects. 1

1 See pp. 215-217.
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Some foundations concentrate on relations between the United

States and a particular foreign country, as the American-

Scandinavian Foundation, Kosciuszko Foundation (Poland),

Tolstoy Foundation (presently Russian emigres), Watumull

Foundation (India). The travel scholarships and fellowships al-

ready discussed 1 are an important part of most of these programs.

The promotion of peace has been the central aim of a number

of these foundations (Carnegie Endowment for International

Peace, World Peace Foundation, Woodrow Wilson Foundation),

and a major concern with most others operating in the interna-

tional field. In 1 910 when Andrew Carnegie gave $10 million for

this purpose he apparently believed that it was only necessary for

his Endowment to help persuade nations to accept arbitration

treaties, and optimistically provided that after the "speedy

abolition of international war" the funds could be transferred to

combatting "the next most degrading remaining evil or evils."

Forty years later another foundation discussed the same problem,

seeing more complexities:

The underlying causes of war are many— poverty and disease; the

tensions which result from unequal standards of living and economic

insecurity; racial conflict; and the forces generated by political op-

pression and conflicting social theories and beliefs. Half the people

of the world are either starving or lack adequate food, and illness

and disease are widespread. Such conditions produce unrest and
social instability, and these, when aggravated by ignorance and mis-

information, produce a climate conducive to conflict. 2

The attacks of the foundations on the problem have reflected

this broad approach. The Rockefeller Brothers Fund endeavors

to improve conditions in foreign countries through economic and

technical aid; it pledged $787,500 for 1 953-1 955 to IBEC Re-

search Institute for agricultural research in Venezuela and Brazil.

The Ford Foundation, in addition to foreign aid and the fellow-

ship programs already described, granted in 1955 $4,650,000 to

four law schools for a ten-year program in training and research

1 See pp. 250-254.
2 Report of the Studyfor the Ford Foundation on Policy and Program. Ford Foundation,

Detroit, 1949, p. 26.
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in international legal problems. A program in Near Eastern

studies at Princeton University was begun in 1947 with funds

from The Rockefeller Foundation, Carnegie Corporation of New
York, William T. Grant Foundation, and the Cleveland H.

Dodge Foundation, covering all aspects of the Near East with

emphasis on such languages as Arabian, Persian, and Turkish.

Early in 1955 The Rockefeller Foundation announced an addi-

tional $500,000 for this project, and $500,000 for a Southeast

Asia program at Cornell University. This pattern of area studies

has been particularly emphasized with respect to the Soviet Un-
ion, notably through the Russian Research Center at Harvard

University supported by the Carnegie Corporation of New York

and the Russian Institute at Columbia to which The Rockefeller

Foundation has made substantial grants.

Race Relations

Problems facing Negroes, Jews, and other minority groups are

included in the programs of a relatively small number of founda-

tions. Because of the extent and severity of the Negro problem

in the United States, substantial foundation funds have been

appropriated, but in a changing climate of opinion. The Julius

Rosenwald Fund, now discontinued, devoted a large share of its

total expenditures of $22 million to Negro health, education, and

welfare, with $3 million specifically devoted to race relations. It

noted three stages in attitudes toward the Negro:

1. As late as 191 7, when the Fund was established, Negroes were

popularly regarded as a distinctly inferior group.

2. The contributions of colored Americans during and following

the years of the First World War led to a shift from the myth of

inferiority to the idea that Negroes had potentiality for growth and
development. But it was still felt that opportunities should be given

them only within the framework of segregation.

3. As the Fund ended its existence, America had come to the third

stage—recognition that the integration and full participation of

Negroes and all others in our society is not only possible but that

it is imperative if we are to realize our democratic ideals. 1

1 Embree, Edwin R., and Julia Waxman, Investment in People: The Story of the

Julius Rosenwald Fund. Harper and Bros., New York, 1949, p. 162.
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The problems of this third stage were given fresh accent by the

desegregation decision of the Supreme Court1 in 1954. In that

year the Fund for the Republic awarded $240,000 to the Southern

Regional Council for its interracial improvement program. The
Philip Murray Memorial Foundation gave $75,000 to the Na-

tional Association for the Advancement of Colored People Legal

Defense and Education Fund for promoting full acceptance of

civil rights guaranteed by the Constitution. The Phelps-Stokes

Fund and the Southern Education Foundation support projects

for Negroes, especially in the educational field. Additional pro-

grams concern Jewish, Japanese, and other minority groups.

Recent emphasis has been upon adjustment to cultural differ-

ences rather than stress upon race.

Government and Public Administration

This is an area in which foundations might render notable

service as advisory and standard-setting agencies, free from the

bias of self-interest. But comparatively few foundations are active

in this field.

The Thomas Skelton Harrison Foundation has as its central

purpose the promoting of good government in Philadelphia. The
John Randolph Haynes and Dora Haynes Foundation of Los

Angeles, formerly concentrating support on the regional prob-

lems of its local area, made a grant of $42,300 in 1953 to the

Brookings Institution for a study of methods of nominating presi-

dential candidates in the United States. The Spelman Fund of

New York, no longer in existence, devoted its original endow-

ment of $10 million and additional funds received from The
Rockefeller Foundation to problems of public administration,

with its most notable accomplishment the creation and financing

of the Public Administration Clearing House in Chicago. Russell

Sage Foundation invested more than $1 million in a regional

plan for New York and its environs and engaged in other city

planning projects.

Economic studies of the Twentieth Century Fund often deal

directly with such governmental problems as taxation, economic
1 Brown v. Board of Education, 347 U.S. 483.
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controls, the national debt, antitrust legislation; and a recent

review of its program proposed increased attention to political

problems. The Ford Foundation established in 1 952 the Fund for

the Republic with a gift of $ 1 5 million, with a primary concern

for "the elimination of restrictions on freedom of thought, in-

quiry, and expression in the United States, and the development

of policies and procedures best adapted to protect these rights in

the face of persistent international tension." The program of this

Fund is still in process of formation, but will undoubtedly include

many problems in the area of government.

Among the several hundred organizations that promote "the

American way" in interpretations varying from extreme right to

extreme left are several which call themselves foundations. Some
are outright fund-raising rackets, others are sincere organizations

with active programs, but nearly all lack substantial funds of

their own and, as fund-raising rather than fund-disbursing agen-

cies, fall outside this discussion.

Economics

In earlier years few foundations ventured into the controver-

sial field of economics. When they did, severe criticism arose from

factions representing either or both wings of economic doctrine.

All three investigations of foundations have turned largely upon

their alleged economic activities and influences. The Final

Report of the Select (Cox) Committee pertinently commented:

It seems paradoxical that in a previous congressional investigation

in 1 91 5 the fear most frequently expressed was that the foundations

would prove the instruments of vested wealth, privilege, and reac-

tion, 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

Nevertheless the Special (Reece) Committee went into opera-

tion the following year predicated on the judgment of its chair-

man, announced in advance, that there was "a diabolical con-

1 Final Report of the Select Committee to Investigate Foundations and Other Organizations.

82d Congress, 2d Session. House Report No. 2514, Washington, 1953, p. 10.
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spiracy back of all this. Its aim is the furtherance of socialism in

the United States."

The relative absence of foundations in the field of economics

was the factor which moved the trustees of the Twentieth

Century Fund to make "its primary concern an effort to solve

certain major economic problems" after its first study of founda-

tion programs in 1929. It reported:

A chart made of the various foundations and their fields of interest

shows that only 12 out of 108 make grants in this particular area.

Only nine foundations are concerned with pure economic research,

and seven are committed to action in this field. Out of the $60,000,000

or so distributed each year by the 1 08 leading American funds, only

about $1,500,000 goes to economics— less than 3 per cent. 1

Resistance to programs in economics had been strong. As early

as 1 914 The Rockefeller Foundation had appointed a committee

of economists "to make a selection of problems of economic

importance which could be advantageously studied." Frederick

T. Gates vigorously opposed such investigations, and the pro-

posals of the committee were tabled; for a substantial period "the

Foundation had to all intents and purposes been captured by the

doctors." 2

The situation is much changed today. The Maurice and Laura

Falk Foundation in its report for 1951 and 1952 indicated that

43 per cent of its allocations went to economic research and edu-

cational activities in economics. The Robert Schalkenbach Foun-

dation endeavors to keep before the public the single tax and

other economic ideas of Henry George. The Rockefeller Foun-

dation in its later history gave to the National Bureau of Eco-

nomic Research some $7 million, including the appropriations of

the former Laura Spelman Rockefeller Memorial, which was

consolidated with the Foundation. Many corporation founda-

tions, recently organized, contribute to studies or education in

economics. Indeed, substantial sums recorded under research in

1 Annual Report, 1930. New York, 1931, p. 13.

2 Fosdick, Raymond B., The Story of The Rockefeller Foundation. Harper and Bros.,

New York, 1952, p. 193.
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the social sciences in the preceding chapter were devoted to

economic research.

Variety

Any examination of the operation of foundations in general, or

even the activities of one large foundation over a period of years,

presents a picture of bewildering variety. A magazine for the

blind, maintenance of an art gallery, rehabilitation of unmarried

mothers and prostitutes, preservation of wild life, research in air-

craft structure and design, purchase of a 65-acre tract of primeval

forest in New Jersey, medals for heroes, the discovery of new
facts, dissemination of knowledge already gained—these are

random choices of projects, some of which do not readily fit into

any set of predetermined categories. To any one judge, not all

seem equally important; some, not important at all. But the

richness that foundations contribute to American life is in part

the result of this variety. In a debate in the British Parliament on

philanthropic trusts the Lord Archbishop of Canterbury asked

pertinently:

Why must every trust go to the best possible use— to the maximum
service? Is there not a place for a trust which has some subsidiary

use of second-rate importance, not anti-social, but historical and

helpful and worth preserving? 1

1 Hans. Parliamentary Debates, vol. 183, no. 93, 22 July 1953, House of Lords
Official Report, pp. 762-763.



CHAPTER 12

Reporting and Publicity

R
il- REPORTING may be considered under three

heads: required reporting to governmental agencies; voluntary

reporting to the general public; and special reports and publicity

with respect to particular projects or interests.

Public Accountability

Foundations and charitable trusts receive from society certain

privileges, of which tax exemption is the most tangible. Once
their exempt status has been established, gifts to them can be

deducted from the taxable income of the individual or corporate

donor up to the deductible limits established, and the foundation

or trust pays no tax on its own investment or other income unless

derived from actual operation of a business not related to its

charitable purpose.

In return for such solid advantages, and also in view of the

fact that the ultimate beneficiary is society itself, however par-

ticularly the gift may be directed, it seems wholly proper that the

foundation or trust should be held accountable for its steward-

ship. The availability of the new social asset should be made
known promptly, at least to public authorities and possibly

widely. Society should have the means of protecting itself against

the theft, squandering, or unreasonable withholding of this

promised benefit. Finally, the operations of the exempt organiza-

tion should be fully and regularly reported, with adequate pro-

301
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vision for review by a public authority possessing power to correct

abuses. This constitutes accountability.

Careful distinction must be made between accountability and

control. Society has the clear right to define broadly the social

goals within which tax exemption and other special privileges are

granted. It also has the legal right to impose controls, but could

do so only at heavy cost. The creation of a controlling authority,

with power to divert foundation funds into only such channels as

might receive wide public approval at a given moment, would

both discourage further gifts from thoughtful donors and threaten

the freedom to experiment of existing foundations.

In some quarters the idea persists that money given to a foun-

dation remains the possession of the donor, and he is under no

obligation to account for it in any way. When the Select (Cox)

Committee called Henry Ford II to the stand to testify concern-

ing the Ford Foundation, of which he was a trustee and board

chairman, Representative Cox, in an unguarded moment, made
this statement:

I deem it extraordinary that he should volunteer to come here and

give us his views on the questions that we are undertaking to

investigate, and I think it is extraordinary that a young man of great

wealth like himself should seemingly consider himself somewhat as a

trustee for the use of the great funds which are his.
1 (Emphasis ours.)

This conception of continuing ownership and right of control was

specifically denied by Mr. Ford, but it persists among some of

the family foundations, particularly where there is little dedi-

cated corpus and grants are made largely out of annual giving.

Most of the larger, older foundations accept the doctrine of full

accountability as a public trust, but without surrender of pro-

gram control. The Select (Cox) Committee asked the larger

foundations this question: "In your opinion, has the public a

direct interest in tax-exempt foundations and comparable organ-

izations?" Out of 42 replies, 39 were affirmative, three were con-

1 Hearings Before the Select (Cox) Committee to Investigate Tax-Exempt Foundations.

U. S. House, 82d Congress, 2d Session, Government Printing Office, Washington,

!953> P- 218.
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ditionally negative.1 Twenty of these replies emphasized tax

exemption as a factor in this public interest, fifteen mentioned

their activities for the public benefit, seven stressed the public

trust aspect, and several other factors were adduced, a few

foundations including more than one factor. We quote from these

statements:

Above all, the public has a stake in the foundations because the

work of the foundations is directed toward broad objectives of great

concern to our society. 2

In our opinion any tax exempt agency is affected with a public

interest. In a strict sense, tax-exemption is a form of public subsidy

which of itself is ample ground for a direct public interest. In addi-

tion, the fields of most foundations having to do with educational and
philanthropic subjects concern the public as a whole, even though

many of the grants may be highly specialized. 3

But—

In our opinion the fact that a foundation has been exempted from
taxation does not of itself give any "direct interest" to the public, any
more than the public has a direct interest in Harvard University,

Yale University, or any other privately endowed educational institu-

tion, or in all of the churches of the United States, by virtue of the

fact that those organizations are exempt from taxation. 4

Russell Sage Foundation, in testimony before the Select (Cox)

Committee, suggested this "program to ensure accountability for

all foundations":

1 . A registry of all foundations and charitable trusts, presumably
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.

2. Compulsory annual reporting, including a full financial state-

ment and a description of activities. These reports should be open to

the public. To some extent this purpose is already accomplished on
the federal level through compulsory filing of Form 990-A.

1 Analyzed in Spivack, Sydney Shepherd, Foundations and Accountability. Master's
thesis submitted to the Faculty of Political Science, Columbia University, 1953,
166 pp. Unpublished.

2 Carnegie Endowment for International Peace, Answers to Questionnaire, p. 105.
3 Samuel S. Fels Fund, Answers to Questionnaire, p, 22.
4 Godfrey M. Hyams Trust, Answers to Questionnaire, p. 51.
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3. Provision for regular review ofsuch reports by a public authority

possessing power to correct abuses. Presumably such power resides

in the States, which were the constituting authorities, and would
be exercised through the office of the respective attorneys general. 1

Legal Requirements in the States

Since most foundations are creatures of the various states, set

up under nonprofit incorporation acts, trust acts, or other special

legislation, the state should normally provide for registration and

reporting, visitation, and action to correct abuses. But a recent

review of the situation by Eleanor K. Taylor2 revealed that only

a few states have even reasonably adequate provisions for regis-

tration and periodic reporting. An accurate and current register

would seem a first essential, but apparently it has not been

achieved even in England, after several centuries of experience

and legislation concerning charitable trusts. Said Lord Beveridge:

All charitable trusts should be registered ... so that those who
wish to use them in meeting human needs may be enabled to find out

what money is available for meeting those needs. There are at

present literally no means of making that discovery. . . . Recording

does not mean control. It means substituting light for darkness in the

use of funds given for charitable purposes. 3

It is not possible to detail here the widely varying provisions

—

and often lack of provision—governing registration, reporting,

and supervision in the different states. The study by Miss Taylor

already mentioned discusses this legislation, with full treatment

of the progressive statutes in New Hampshire and Rhode Island

covering trust registration and reporting, and presentation in the

appendix of the Model Non-Profit Corporation Act prepared by

a committee of the American Bar Association.

Federal Provisions in the Tax Law

The need for registration and reporting on a compulsory basis

is to some extent met by provisions of the Internal Revenue
1 Hearings, Testimony of F. Emerson Andrews, p. 49.
2 Public Accountability of Foundations and Charitable Trusts. Russell Sage Foundation,

New York, 1953.
3 Hans. Parliamentary Debates, vol. 183, no. 93, 22 July 1953, House of Lords,

p. 786.
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Code. In order to secure tax exemption foundations must go

through a procedure already described 1 which results in their

inclusion in the Cumulative List published by the Internal Revenue

Service. Unfortunately, this "registry" in its latest edition (1955)

includes some 38,000 organizations in the exempt category, only

a small proportion of which are foundations; no description of

activities is given, nor even street addresses.

Reporting provisions are somewhat more helpful. Founda-

tions, as well as other organizations that claim exemption under

Section 501(c)(3), must file annual reports on Form 990-

A

2

showing

a. Gross income
b. Expenses

c. Disbursements from income for exempt purposes

d. Accumulation of income within the year

e. Aggregate accumulation of income at beginning of the year

/. Disbursements from principal in current and prior years for

exempt purposes

g. Contributions, gifts, grants, etc., received

h. A balance sheet as of the beginning and end of the year

The form as revised in November, 1955
3 does not alter the

information requested, but requires specific statement as to

whether certain "prohibited transactions" have been indulged in,

such as contributions to relatives, or advocacy of legislation, or

participation in political campaigns. Since 1950, pages 3 and 4
of these forms have been open to public inspection at the offices

of the district directors of internal revenue. These pages include

the items listed above except for item g; and they do not show

certain organizational information appearing on the earlier pages.

Form 990-A is presently the best approximation to a national

foundation registry, but it leaves much to be desired. Except by

Presidential order, these forms cannot be consulted in any cen-

tral place; the inquirer who desires information on all the foun-

dations must travel to the offices of 64 directors of internal

1 See pp. 59-61.
2 Trusts claiming contributions deduction under Section 642(c) file the similar

form 1 04 1 -A.
3 Reproduced in Appendix F.
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revenue all over the United States. Filing efficiency differs radi-

cally in the various offices. In some, reports from a wide variety

of exempt organizations are filed together so that much search

and skilled judgment are required to single out the foundations.

We have found cases where all four pages were retained in spite

of instructions that pages i and 2 should be forwarded to

Washington; we suspect that in other cases all four pages were

forwarded, and the local office lacks its required record. In some

instances foundations have filed only the Washington section,

pages 1 and 2, apparently assuming that the near-duplicates 3

and 4 were intended for their own files. In nearly all cases the

extremely informing lists of grants and similar data required in

the original filing are not supplied in duplicate, so that the public

copies lack this information. Finally, it is doubtful whether all

foundations legally required to file these forms have done so; the

penalty for such failure may be a fine of $10,000 and imprison-

ment for a year, but few internal revenue offices are equipped for

checking on receipt of returns.

American Foundations Information Service has attempted a

national registry1 based in large part on photographed copies of

990-A forms from all the 64 revenue offices, and other public

documents. Helpful as this directory is, it does not contain re-

cently established foundations except where the Service learned

of their formation and was able to obtain records. Moreover, the

immense labor of compilation was so time-consuming that this

1955 directory necessarily contains some relatively old material.

The Select (Cox) Committee, after its examination of the re-

porting and accountability situation, recommended amendment
of the existing law concerning reporting, and appended to its

report a proposed bill.2 In addition to present provisions of

Form 990-A this bill would remove confidentiality from con-

tributions received during the year; would require "a complete

list of all contributors and amounts contributed during the year

1 American Foundations and Their Fields. 7th ed. American Foundations Information
Service, New York, 1955.

2 Final Report of the Select Committee to Investigate Foundations and Other Organizations.

82d Congress, 2d Session. House Report No. 2514, Government Printing Office,

Washington, 1953, Appendix A, pp. 14-15.
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where the amounts of such individual contributions exceed

$200.00"—but would keep this list confidential; and would re-

quire a breakdown of expenses to show "administrative over-

head, including the annual salaries of any trustees, directors,

officers or employees receiving more than $4,000 per year"—
this information also not to be made available to the public; and

names and addresses of all "persons or organizations receiving

grants during the year and the amount and general purpose of

each such grant." Bills embodying these provisions have been

introduced in the House of Representatives in 1953 and again

in 1955.

Few of the larger foundations would object to these provisions.

It has been their contention that the only form of control re-

quired is full reporting, and that "foundations should not only

operate in a goldfish bowl—they should operate with glass

pockets." Some of the smaller foundations, particularly those

supported from current deductible contributions of individuals or

privately owned corporations, have opposed public accounting

on the grounds that it would embarrass them to let the public

know what contributions were made from year to year (presum-

ably indicating the amount of personal income or corporate net

profit), and publication of grants would lead to multiplication of

appeals for funds which they could not hope to meet. They
argued that such public disclosure would result in abandonment

of many existing small foundations and discourage formation of

new ones. The Cox Committee nevertheless went on record for

"full public disclosure ... of all grants made so that the public

will be in a position to determine whether tax-exempt moneys are

being used for the purposes for which these organizations were

created." 1

Serious questions arise as to the effective use of these informa-

tion returns within the government. More than 100,000 informa-

tion returns from exempt organizations of all types are received

each year. Only a fraction (perhaps a third) of these are organiza-

tions exempt under 501 (c)(3) and again only a fraction (perhaps

a tenth) of the latter are foundations within the definition of this

1 Ibid.
i p. 13.
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study. But the Internal Revenue Service must handle them all,

creating, said Mr. Sugarman to the Special (Reece) Committee:

... a tremendous task if we were to attempt to screen and examine
every one of them. We nevertheless had a program of screening them,

and examining as many as we were able to and referring to our field

offices for direct field examination of those in which we found any
questionable activities or financial items. So that our basic approach
has been that through review of their returns, which includes the

data as to receipts and disbursements, we would look for signs which
would indicate the need for further investigation.

I might add that of course a considerable source of investigation

and further study of these organizations is through our careful watch-

ing of published reports, including newspaper reports of activities

and of course through complaints which we receive from time to

time from taxpayers, from various other organizations, and I might

say also through Members of Congress. . . .

Mr. Hays: You mentioned this morning, and I think you used

the words, comparatively few foundations have strayed from the

original purposes that they were set up for. Would you be able [to]

. . . advise the committee how many have strayed? Maybe you
have it right there.

Mr. Sugarman: I think I can give you some information on that

in regard to figures we collected for a prior period which I do not

think is substantially different today. That is, in the 2-year period

ending June 30, 1952, we had revoked the exemption during that

2-year period, not for all time, of 55 organizations that previously

had been granted exemption in the category that we are talking

about. 1

It was apparent from this and other portions of the testimony

that the Revenue Service is presently not equipped to handle this

vast task except on a sampling and specific-complaint basis; that

it has little relish for expanding operations in a field where addi-

tions to tax revenue are so unpromising; and that personnel,

trained primarily as tax experts and accountants, are ill-suited to

judging fine questions of philanthropy and public policy. Finally,

even in the rare case of serious abuse, the penalties within the

powers of the Internal Revenue Service are only removal of tax

1 Hearings Before the Special (Reece) Committee to Investigate Tax-Exempt Foundations,

Part I, Testimony of Norman A. Sugarman, assistant commissioner of internal

revenue. U. S. House, 83d Congress, 2d Session. Government Printing Office,

Washington, 1954, pp. 430, 461.
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exemption, beginning in the year for which the offense was

proved, and removal of tax-deductibility for future gifts of indi-

viduals to the offending organization.

The Internal Revenue Code does provide a national compul-

sory reporting system, but the system needs to be revised, its

public information features broadened, and at least for the larger

foundations, it needs to be supplemented by enlightened and

complete voluntary reports.

Voluntary Reporting

The practice of voluntary public reporting for foundations was

initiated by the Peabody Education Fund set up in 1867, the

first American foundation in the modern sense of that term.

Trustees of the Peabody Education Fund published pamphlet

reports of their Proceedings from the very first meeting, and in

1872 authorized making this material still more easily available

through collection in a bound volume, with provision "for the

printing of future Proceedings and Reports in conformity there-

with." The resulting series of six volumes carry the records of the

Fund from its organization in 1867 to its dissolution in 191 4.

The trustees' attitude toward public reporting is expressed in a

prefatory note to Volume I:

The Proceedings of the Trustees have been printed from year to

year, and have been more or less widely circulated throughout the

country. There was, however, a want of uniformity in the earlier

pamphlets, while the number of copies printed was insufficient for

the demand which has since arisen.

It has been felt that a great Trust of this sort should have a public

and permanent record. It is due to the memory of its illustrious

Founder, no less than to those who have been, or may be, entrusted

with the administration of so large and signal an endowment, that

the fullest information on the subject should be within the ready

reach of all who are interested in it.

With this view, the present volume has been stereotyped; and it is

intended that all the succeeding Reports and Proceedings shall be

stereotyped to conform to it, so that a complete series may never be

wanting to the Public Libraries of the country. 1

1 Proceedings of the Trustees of the Peabody Education Fund from Their Original Or-
ganization On the 8th of February, 1867. John Wilson and Son, Boston, 1875, vol. 1

.
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The John F. Slater Fund, established in 1882, followed this

example. Said the donor in his Letter of Gift:

I desire that the doings of the corporation each year be printed

and sent to each of the State Libraries in the United States, and to

the Library of Congress. 1

Annual reports to the public began with the first year after

founding for a number of the larger organizations, including the

Carnegie Institution of Washington, Carnegie Foundation for the

Advancement of Teaching, Carnegie Endowment for Interna-

tional Peace, The Rockefeller Foundation. However, the General

Education Board, established in 1903, began reporting in 1914;

the Carnegie Corporation of New York, founded in 191 1, issued

its first annual report for 1 92 1

.

Reports are initiated for varied reasons. Many of them reflect

a sense of responsibility to that general public for whose welfare

the funds were donated. Several (the Year Books of the Carnegie

Institution, for example) serve in part as records of scientific

achievement for the information of interested workers in the field.

A few, one suspects from the flavor of the writing, primarily seek

honor and acclaim for the donor and his associates. One of the

most useful ends served by detailed reporting of recent grants or

activities is in guiding to the foundation persons needing grants,

or having germinal ideas, in its fields of interest. Conversely,

statements of areas of interest, plus in some cases specific prohibi-

tions, help reduce the flood of inappropriate appeals. Such re-

ports also serve other foundations and the whole world of scholar-

ship as a partial index to current research and related activities,

so that appropriate aid may be found and needless repetition be

avoided.

Other foundations decline to issue reports for almost equally

varied reasons. "A well-known Chicago trust," states Miss

Taylor, "reported that trustees believed the publicizing of bene-

factions to be a vulgar appeal for recognition of
cgood works. 5 " 2

1 Letter of John F. Slater dated March 4, 1882. Reprinted in Southern Education

Foundation Biennial Report for 1950-51—1951-52, p. 100.

2 Public Accountability of Foundations and Charitable Trusts. Russell Sage Foundation,
New York, 1953, p. 115.
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Embarrassment in revealing financial data on the part of small

family or corporation foundations has already been discussed,

Spivack reports the executive of one small nonreporting founda-

tion as saying, "Why should a man stick his neck out, hanging up

a sign inviting a lot of people he's never seen to come help make
his life miserable?" 1

Certainly, widely distributed reports encourage numerous ap-

peals, many of which must be refused. Reports cost money,

which must be taken from funds available for program. More-

over, preparation of a report is an arduous task. Granted com-

plete agreement on the desirability of reporting, this task may be

pushed steadily into the future by a stream of projects which

seem more urgent.

Russell Sage Foundation is an example. Established in 1907,

this Foundation early recognized the desirability of wide knowl-

edge about foundations and their activities. Beginning in 191 5,

it published a series of bibliographies, expanding into directories,

describing the activities of all foundations whose records were

available. In 191 7 the Foundation had in type a ten-year report

of its own; but World War I scattered nearly all the staff to

emergency duties, and when the war was over the material was

old and was never printed. Meanwhile, as largely an operating

agency, the Foundation was publishing four or five books and

usually more pamphlets each year, presenting in great detail

large segments of its program, but not as a collective picture. In

1946 the directories of foundations culminated in a substantial

book, including observations on foundation practices, with this

comment on reporting by the general director of the Foundation

and the present writer:

Many foundations are careful to publish full reports of their ac-

tions; unfortunately another large group, including many of the

newer family foundations, fail to do so. It is probable that increased

pressure will be brought upon all foundations enjoying tax exemp-
tion to furnish full reports on both finances and activities. Unless

informed public opinion is available as an effective control through-

out the foundation field, renewed demands for rigid governmental

1 Spivack, Sydney Shepherd, op. cit., p. 62.
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controls may arise, and foundations may lose one of their most useful

present assets, their freedom for independent and pioneering action. 1

At this point Russell Sage Foundation had not yet issued an

annual report, but was preparing a comprehensive forty-year

summary. 2 Annual reporting began with the 1 947-1 948 year.

Pressure for public reporting has increased with the years, and

has been given special impetus by the two recent congressional

investigations.

Current Reporting

Table 29 presents data on foundation reporting available from

our files or correspondence. No attempt has been made to record

the single-sheet and often mimeographed reports of smaller

foundations and trusts, though these may be quite appropriate

for the scale of operations represented. Tabulated data on con-

tent relate to the most recent report in our files. A further de-

scription of these reports appears in the Bibliography, Part II. 3

This table includes data on the reports of 107 "foundations,"

some of which are chiefly collecting organizations, for which re-

porting is also advertising. It is probable that the record is not

complete, and it is known that a number of additional founda-

tions are planning to issue reports in the future. Of the 77 larger

foundations used in the scientific research tabulations, 28, or 36

per cent, issue reports at least biennially, usually annually, and

in two cases (The Rockefeller Foundation and the Carnegie

Corporation of New York) with quarterly supplements. One
foundation, earlier reporting annually, ceased reporting in 1916.

The reports vary in length from the single-page statements,

which we do not tabulate, to such massive volumes as The Rocke-

feller Foundation's 439-page 1954 Annual Report, which is a model

of thoroughness. By illustrations, charts, and similar devices a

growing number attempt to interpret their activities to a wider

1 Harrison and Andrews, American Foundations for Social Welfare, p. 99.
2 Glenn, Brandt, and Andrews, Russell Sage Foundation, igoy-ig^. Russell Sage

Foundation, New York, 1947. In two vols.

3 See pp. 375-387.
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public. In other cases the report is formal, directed to a limited

professional audience in the field of the foundation's main

concern.

As the table further shows, nearly all the reports handle ade-

quately the matter of personnel, including trustees, officers, and

professional staff. Descriptions of projects supported vary from a

mere listing (and sometimes it is not clear that all are currently

listed) to exhaustive discussions of each. Many reports are intro-

duced by a general statement describing the purposes of the foun-

dation and its current program emphases; in some cases an

introductory essay surveys a whole field, or discusses a particular

relation of the genus foundation to philanthropy.

No report we have examined includes a descriptive list of

projects rejected, though a few give their number and the classes

in which they fall. Persons charging favoritism in foundation

grants have sometimes urged that such lists be required, and the

Special (Reece) Committee did insist on foundations furnishing

such data for its own files for certain years. But the case against

public reporting of declinations is convincing. First, the sheer

volume of declinations prohibits such a practice for all the larger

foundations. Secondly, since simple refusal of ill-conceived

projects rouses great resentment, public announcement of such

refusals, even if expressed without value judgments, would add

kerosene to an already vigorous blaze. Still more significantly, if a

worthy project has to be refused because it is out of program or

funds have been exhausted, the declination if publicly known
would be generally interpreted as an adverse judgment on merit.

Financial data are less satisfactory in some reports. The state-

ment of assets is sometimes given in terms of ledger value alone,

which may be seriously misleading. Security holdings are some-

times listed, sometimes not; for a large foundation such a listing

requires much space and is of concern to a minority of the report

readers, but in the interest of full disclosure all holdings should

be published periodically, if not annually. The Duke Endowment
usually reports accumulated expenditures, so that annual ex-

penditures can only be derived, and not completely, from

comparison of successive reports.
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Administrative expenditures are apparently a tender point. It

is alleged, not without justification, that the general public has

little appreciation of the need of a large foundation, if it is to be

effective, for professional staff of high caliber, advisory service of

various sorts, and skilled legal and investment counsel; moreover,

for the foundation of moderate size such costs run into percent-

ages necessarily above those of foundations with very large in-

come. We nevertheless think that administrative expenditures

should be revealed in reasonable detail, even at the cost of some

temporary public misunderstanding.

At appropriate intervals such as ten, twenty, sometimes forty

years, many foundations issue a larger report in the nature of a

summary history for the whole period. The bibliography of foun-

dation reports indicates such special issues where we were able to

identify them.

For foundations unwilling or unable to assume the substantial

costs of report preparation, publication, and distribution, partial

substitutes are available through furnishing mimeographed re-

ports to board, grantees, applicants, other interested individuals,

and the local press; or through supplying periodic data to such

reporting services as American Foundations Information Service,

learned journals in the appropriate fields, and the like.

Distribution and Costs

The labor of preparing and publishing a report may be largely

lost if adequate distribution is not obtained. Adequacy varies

with the nature and purpose of the report. A minimum distribu-

tion program might include trustees and officers, grantees, recent

applicants or correspondents, foundations in the same field or

geographical area and the national foundations that keep infor-

mation files, the local libraries, the local press. The foundation

making grants in a specialized field should add the leaders in that

field and perhaps all members of its professional association, if not

too large. Since so many foundation grants are channeled through

colleges and universities, it is obvious that their libraries, central

offices, and heads of related departments should have a high

priority in distribution lists.
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Larger foundations greatly extend their lists for reports, and

may also prepare news releases summarizing them, which

through the press may reach most of the general reading public.

The Carnegie Corporation, for example, distributes about 1 1,000

copies of its annual report. Its mailing list includes all the major

public and academic libraries; college presidents, deans, and pro-

fessors; and at least two thousand interested individuals outside

the academic professions, including college trustees. The Presi-

dent of the Corporation told the Select (Cox) Committee that the

Corporation was working constantly to build up its mailing list

and that anyone who expressed any interest in its work received

its reports. In 1953 the Corporation initiated a quarterly report

which goes to the same list as the annual report. The combined

cost of printing and distributing these publications is approxi-

mately $17,500 annually; and there is, of course, the considerable

additional cost of staff time to prepare them.

Concerning the reporting practices of the John Simon Guggen-

heim Memorial Foundation, Henry Allen Moe testified to the

same Committee:

We not only publish a biennial report, but whenever we have
made a series of fellowship grants, we send a list with some explana-

tion of each grant to every daily newspaper in the country, and some
weeklies, and then we get up a printed list of these grantees which
we send to all the persons who were applicants for fellowships, in

addition to those who got the fellowships, and this printed list is

distributed in quantities of about 12,000 every year.

So we are constantly several times in the course of the year, when-
ever we make a series of grants, informing the public of them, and
then we summarize it all with biographies and so on and so forth

biennially in our thick reports. 1

In a written statement to the Special (Reece) Committee

Joseph E. Johnson testified for the Carnegie Endowment for

International Peace that they were currently distributing over

4,000 copies "to libraries, colleges and universities, newspaper

and radio stations, organizations and individuals concerned with

1 Hearings, pp. 620-62 1

.
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international relations, and to all the Members of the Congress

of the United States." 1

The Chicago Community Trust has issued a report every year

since the Trust was established, the reports going recently to

some 10,000 individuals. In addition, Section 6 of its Declaration

of Trust requires that a certified statement showing receipts, dis-

bursements, and investments shall be published in two Chicago

newspapers of general circulation.

The Rockefeller Foundation distributes a variety of reports

widely and at heavy cost, as outlined by its president, Dean
Rusk, to the Select (Cox) Committee:

The 1 95 1 annual report is this fairly substantial document here

[indicating]. It contains in it, as an introductory section, what is

called the President's Review, which is also published separately for

the convenience of those interested primarily in the President's

Review.

The President's Review tries to set forth the comments and ob-

servations which the President might have on new developments in

the fields of science and scholarship during the year, to review some-

what the rationale underlying the work of the foundation, and to try

to explain the program of the foundation itself in its broader aspects,

rather than in terms of detailed grants.

We have found that there is a very considerable demand every

year for that President's Review. As a matter of fact, we have been

publishing 100,000 copies of that review in English, with 1,800 in

French, 3,500 in Spanish, 1,500 in Portuguese, and the publication

of that President's Review has been costing us between $20,000 and

$25,000 a year.

The annual report is published at the rate of about 10,000 copies

a year, 10,500 this year, and 8,500 the year before; somewhat less

earlier. That costs us $12,000 or $13,000 to do that.

In addition to that, the international-health division published

reports on the scale of about 6,000 copies. We put out a little purpose

and program folder which we use to give people who want to know
generally what the foundation is trying to do and what its program is.

We make quarterly reports in addition to the annual report, re-

porting the appropriations and grants made during that quarter.

This has been a fairly recent development since 1950, because we

1 "Statement of Joseph E. Johnson, President, Carnegie Endowment for Inter-

national Peace" in Hearings Before the Special (Reece) Committee, Part II, 1954,

p. 1060.
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felt that it would be better to get our major appropriations out before

the public early rather than wait until maybe 1 5 months might have

passed when they would appear in our annual report.

In addition to that, the foundation published in 1952 its fellowship

directory, at a cost of $36,000; and we publish reports on special

items, such as the Mexican agricultural program, yellow fever, and,

of course, [Mr. Fosdick's] recent history on the Rockefeller Founda-

tion itself.
1

At present no central depository exists where interested persons

may examine the reports of all the foundations. This lack is

recognized, and plans are now going forward for the creation of

such a depository and information center, under foundation

auspices.

Results of Reporting

Looked at in terms of the whole foundation field, adequate

public reporting is characteristic chiefly of the larger foundations

and by no means universal among them. The practice is improv-

ing and spreading. Indeed, only a few specialists are now able to

assemble and reasonably digest the reports already issuing in the

mounting paper flood. Adequate reports from all foundations of

substantial size would not proportionately increase public under-

standing and acceptance; more reports now appear than the

general public can consume or desires to see. But each foundation

has interest groups of its own, and perhaps a geographical cen-

tralization. These groups need to be informed of its activities;

when this is widely possible, public understanding will be much
advanced.

The practice of reporting evidences a sense of public responsi-

bility. True, the foundation that has something to hide cannot at

present be forced to make full voluntary reports; but if well-run

foundations issue such reports as a regular practice, absence of

reporting will itself become a significant danger signal. Public

reporting is a tool for self-regulation not without some power over

even the nonreporting organization.

1 Hearings, pp. 501-502.
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The cost and nuisance of preparing reports is sometimes more
than compensated by advantages within the foundation. Says

Sydney Spivack:

The decision to publish represents a powerfully implied decision to

plan. It imposes the need to think ahead to the long-term implica-

tions of one's operations. "How is this going to look" is another way
of asking "what are the consequences going to be?" 1

The same writer cites one foundation which made grants to an

average of 48 organizations in the three years preceding the insti-

tuting of annual reports; to an average of 10 during the first three

years after reporting began. Reporting may result in more careful

judgments and wiser long-range planning.

Of course, detailed reporting does lay the foundation open to

additional appeals for funds and to criticism from the many
readers of such reports who are certain they could have invested

or disbursed the funds to better advantage. Ralph Hayes, director

of the New York Community Trust, writes:

From time to time we review the advisability of continuing to

publish an itemization of all outpayments. Up to now we have con-

vinced ourselves of its desirability though each year we take a serious

beating, by mail, after its appearance. An extraordinary number of

organizations, finding themselves unlisted as payees, write in high

dudgeon or deep agony to learn the reason for the discrimination.

The only people who seem to feel worse are those who do find them-

selves on the list but who deem the amount received grossly inade-

quate by comparison with some other organizations! 2

General Publicity

A few foundations consciously cultivate public notice. Their

annual reports are digested for the press and radio stations; elec-

tions to the board of trustees are made the subject of news

releases, with photographs; any substantial grant is widely

heralded when voted, its progress is noted, and its results are the

subject of further publicity. Efforts are made to have the founda-

tion name carried in connection with speeches, committee mem-

1 Op. cit. (ms.), p. 56.
2 Letter from Mr. Hayes to the author dated July 20, 1955.



REPORTING AND PUBLICITY 323

berships, or special activities of any persons on the staff or tempo-

rarily connected with the foundation. One or more members of

the staff are public relations specialists. Such programs are sup-

ported in the belief that if the work of the foundation and the

projects it assists are to carry weight with the general public,

the name of the organization must be widely and favorably

known.

Other foundations as definitely avoid the glare of publicity.

One of them states that its "officers and staff are not encouraged

to make speeches, write articles, or play conspicuous roles at

public functions, or to accept fees on any such occasion." One of

the purposes of such reticence is to avoid the piling up of grant

requests.

The majority of the larger foundations strike a course between

these extremes. They issue reports, acknowledge grants when
made but do not publicize them, and usually let results speak for

themselves. Recent evidence of wide public misunderstanding of

foundations has caused some rethinking of the policy of reticence,

but no general trend is discernible. Responsibility for dissemina-

tion of research findings is a more serious question than publicity

for the foundation itself.

Dissemination of Research Findings

It has been pointed out that a few foundations concern them-

selves primarily or wholly with dissemination of knowledge al-

ready won, or promotion of a particular doctrine in religion,

economics, or some similar field. Indeed, publishing itself may be

a major activity, as with the Bollingen Foundation sponsoring the

Bollingen Series which includes original contributions, transla-

tions of works not elsewhere available in English, and new edi-

tions of the classics. Many more foundations face the difficult

problem of deciding how much of their funds, and perhaps staff

efforts, should go into dissemination of the findings that result

from research they have financed.

First is a question of propriety. Even if the project was wholly

financed, and may have been originally suggested, by the given
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foundation, it is necessary to comment, as did The Rockefeller

Foundation

—

... on the delicate question of claiming credit, on behalf of a phil-

anthropic foundation, for work which is accomplished with founda-

tion assistance. The Rockefeller Foundation 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 the opportunity to accomplish sig-

nificant things. The Foundation 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 knowl-

edge. 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. ... In the vast majority of cases, the

Foundation has contributed funds, and occasional advice; the credit

more properly belongs to others. 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 collaboration 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

After propriety comes the question of use of funds for dissemi-

nation. This subject has already been briefly discussed. 2 In gen-

eral, there are three possibilities.

The foundation may decline as a matter of regular policy to

assist financially in the dissemination of research findings. This is

on the "better mousetrap" principle that any notable discoveries

will somehow find their own way to those concerned, or it may
have been adopted on the advice of lawyers, wary of the "propa-

ganda" clause in the Internal Revenue Code. This policy is

definite, simple, legally prudent, and economical. It may result,

however, in loss or long-delayed use of valuable findings in which

original investment, both of foundation funds and of creative

effort, was substantial.

1 The Rockefeller Foundation, Answers to Questionnaire, pp. 78-79.
2 See pp. 226-227.
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The foundation may include in the original grant a publication

appropriation wherever the nature of a project makes dissemina-

tion important. This concludes the matter with one vote, is

administratively simple, and is an earnest of good faith; whatever

the findings may turn out to be, money for their dissemination

has been provided. But it may also be wasteful. Many hopeful

projects are never brought to completion, or are done so poorly

that results were better left unpublished.

The foundation may reserve decision, indicating the possibility

of additional funds for publication and dissemination if the

project turns out well. This has many advantages, but it places

upon the foundation the onus ofjudging the worth of the project

as it nears completion. If the additional grant is made, it may be

charged that the grantee was under heavy influence to produce

findings acceptable to the foundation. If the grant is not made,

the grantee is certain to consider that not his work, but the

foundation's judgment, was at fault. In either event the founda-

tion may be considered responsible for not merely the original

grant, which in effect reports a subject as worthy of investigation,

but for evaluation of the findings. Said the Special (Reece)

Committee:

In 1934 no congressional investigations had mentioned the name
of Professor Robert A. Brady, and the Foundation cannot be held

accountable for making the initial grant. However, once the manu-
script of the book had been read and its theme demonstrated, this

Committee is of the opinion that no justification of further grants to

this individual can be advanced by the Carnegie Foundation for the

Advancement of Teaching. The "acknowledgments" in Brady's

Business as a System of Power, published in 1943, recites that his work
was made possible by a Carnegie grant in 1934; it also states that a

"more recent grant . . . makes possible prompt publication of this

book by the Columbia University Press. I am deeply grateful not

only for the financial assistance given by the Foundation, but also for

the keen and sustained interest of Dr. Frederick Keppel and his

associates in the work as it has been developed." Dr. Keppel was
President of the Foundation. 1

1 Report of the Special (Reece) Committee to Investigate Tax-Exempt Foundations. 83d
Congress, 2d Session. House Report No. 2681, Government Printing Office,

Washington, 1954, pp. 11 7-1 18.
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The Reece Committee named the wrong foundation; it was the

Carnegie Corporation of New York that provided both the initial

grant for research and the publication subsidy. The Corpora-

tion's position, and its procedure in this particular instance, are

worth full statement:

The Corporation takes the position that it should not censor a

scholarly manuscript by withholding publication subsidy solely on
the grounds that the views of its officers do not coincide with those

of the author.

In the case of the Brady manuscript, the Corporation's files show
that the officers were fully aware that the book was critical of the

American business system and that it was a highly controversial work.

They recognized the wide divergence between their own views and
those expressed by Professor Brady. Nevertheless, they tried to deter-

mine whether or not, quite apart from the conclusions of the author,

this was a sound piece of scholarship. They sent the manuscript to a

number of outside readers, making sure that viewpoints opposed to

those expressed by the author were well represented among those

readers. The general conclusions reached by those who reviewed the

manuscript, with only one or two exceptions, was well summed up in

a statement written by a nationally prominent economist whom the

Corporation consulted. He considered the study altogether worthy of

publication "although I disagree with several of the author's more
important conclusions and some of his more obvious biases." The
outcome was that the Corporation officers decided to follow the

advice of the readers who, although diverging widely from Professor

Brady in their views, thought that the manuscript was a scholarly

work of sufficient merit and interest to warrant publication. 1

Obviously, if foundations support research or activities in con-

troversial fields, they must be prepared to endure criticism

—

usually from both sides. Publication subsidies, particularly if they

are granted after a look at the nearly completed job, may
heighten such criticism; but the absence of such subsidies would

not avoid it. Indeed, foundations were even roundly criticized by

the chairman of the Special (Reece) Committee for what they did

not do, their alleged failure to finance "studies regarding the

excellence of the American Constitution, the importance of the

1 Statement submitted to the writer.
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Declaration of Independence, and the profundity of the philos-

ophy of the Founding Fathers." 1

Publication Programs

A few foundations, chiefly of the operating type, go farther

than subsidy in the publishing process. They issue the findings

themselves under their own imprint, either by an arrangement

with a commercial publisher or a university press, or through a

publication division set up within their own organization.

The Bollingen Foundation, already mentioned, issues its

Bollingen Series through Pantheon Books, a commercial pub-

lisher. The Ford Foundation established Intercultural Publica-

tions, Inc., in 1952, which produces a quarterly magazine,

Perspectives, USA, in simultaneous American, English, French

(Profits), German (Perspektiven), and Italian (Prospetti) editions,

presenting contemporary American arts and letters to readers

abroad with a view to better understanding among the peoples

of the world through exchange of ideas. Payments for this activity

amounted to $200,000 in 1953, $100,000 in 1954.

Russell Sage Foundation and the Twentieth Century Fund,

both operating foundations, maintain full publication depart-

ments of their own. After research studies are completed, the

manuscripts are edited, books designed, contracts made with

printers, proof read, advertising and mail campaigns prepared,

booksellers are visited, and all processes of publishing and sale

including shipping are performed within the foundation offices.

Brookings Institution follows a similar pattern, as do several

smaller foundations with highly specialized publications.

The Carnegie Endowment for International Peace, in addition

to its periodical International Conciliation, issues various book pub-

lications; since 1952 Columbia University Press has been sales

agent for these publications. The Commonwealth Fund sponsors

publication of a limited number of books and pamphlets, usually

originating in work the Fund has helped support. Common-
wealth Fund books are published by Harvard University Press,

1 Hearings Before the Special (Reece) Committee, Part I, p. 29. See also p. 202 in

this book.
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but the Fund's own division of publications provides editorial

service and cooperates in their design and distribution.

Foundations maintaining full publishing operations do so in

the belief that the editing and processing of studies within their

own offices improve the product; that through specialized knowl-

edge of the field they are able to achieve a wider and more
effective distribution than could a commercial publisher or uni-

versity press with many other interests to serve; and that they

gain knowledge useful for further programs in the same areas

through review opinions, correspondence, and contacts with

users of the studies.

Nearly all foundation studies are of a specialized nature, of

interest only to a limited audience, with usually no possibility of

paying their costs on a commercial publishing basis. Thanks to

support by a subsidy or publication by the foundation itself,

however, these books usually are moderately priced. The policy

of several of the foundations publishing their own books is to

realize from their sale only the actual cost of manufacture. Free

distribution is sometimes attempted, and for a single publication

may cost little more than publications "sold" at prices approxi-

mating cost plus charges for mail campaigns and advertising.

But continued free distribution becomes wasteful, building up

large complimentary lists of dubious value. Moreover, a free

publication may receive less attention even from persons con-

cerned with the subject than one ordered and paid for by

themselves.

Other Educational Efforts

Even in this age of radio, television, and life on wheels and in

the air, the printed word remains the keystone of communication.

But for special purposes other media are also useful, and some-

times more effective; and foundations use them. Office consulta-

tion, correspondence, public addresses, magazine articles, news

releases, attendance at conferences, radio and television appear-

ances, slide films, documentaries, discussion groups, these are

among the avenues to wider public understanding some of the

foundations employ. As one of them put it, the foundation should
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have a total concern for conveying to the public the contents of

research findings in whatever forms prove most effective, and

should be willing to explore new methods to this end.

Of course, money or efforts expended on dissemination are not

available for original research. A balance must be struck, and

administrative practice varies widely on the proportions. A
former official of the Twentieth Century Fund once expressed the

opinion that expenditure of fully half the Fund's income on dis-

semination would be an efficient use of funds. Most of the general

research foundations, including the Twentieth Century Fund,

would go less far than this, and a few of them make no dissemina-

tion expenditures.

In addition to support for dissemination of findings, some

foundations grant funds for investigating and improving the

processes of dissemination themselves. An important phase of the

program of the Fund for Adult Education is related to this area.

One of its projects involves profferred grants of $100,000 to

$150,000 to assist in construction of educational television sta-

tions in selected metropolitan and university centers, provided

the communities raise two-thirds of the total necessary for initial

capital outlay.

Propaganda and Tax Exemption

A narrow line exists between furnishing objective information

and attempting to influence opinion. If facts are presented selec-

tively, or slanted, or contrary facts are suppressed, the line has

been crossed; and since foundations always act through persons,

this may be done as a result of unrecognized bias and without

intention. But even the fairest and most objective presentation of

facts on a question of public interest is certain to influence public

opinion. Indeed, Hollis pointed out nearly two decades ago that

trustees "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." 1 However, programs influ-

1 Hollis, Ernest V., Philanthropic Foundations and Higher Education. Columbia Uni-
versity Press, New York, 1938, p. 97.
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encing opinion, when they go so far as to affect legislation, run

certain tax hazards.

The Revenue Act of 1934 denied tax exemption to organiza-

tions of the foundation type where a "substantial part of the

activities of which is carrying on propaganda, or otherwise at-

tempting, to influence legislation." This wording has been car-

ried in all subsequent revisions, and appears in the Internal

Revenue Code for 1954, sec. 501(c)(3). This provision is some-

times carelessly read and interpreted as prohibiting foundations

from engaging in any public education that could be interpreted

as propaganda. The point was fully discussed in the Special

(Reece) Committee hearings; the more pertinent comments of

Mr. Sugarman on this point are here set down:

The courts indicated that while normally provisions exempting

taxpayers from tax are to be strictly construed, the exemption under

section 101(6) is to be liberally construed. The Supreme Court in

Helvering v. Bliss said, in 1934,
1 that the provisions granting exemp-

tion of income devoted to charity are liberalizations of the law in the

taxpayer's favor, were begotten from motives of public policy, and
are not to be narrowly construed. This approach appears to have

dominated judicial thinking in this area. . . .

The committee reports and the language of the 1934 Act establish

that the words "carrying on propaganda" do not stand alone but

must be read together with the words "to influence legislation." Thus
the law expressly proscribes only that propaganda which is to influ-

ence legislation.

Moreover, the statute does not deny exemption to organizations

any part of whose activities is carrying on propaganda, or otherwise

attempting to influence legislation, but only to organizations, a sub-

stantial part of whose activities is of this nature. . . .

The 1 934 amendment to the law by which were added the words

"and no substantial part of the activities of which is carrying on

propaganda, or otherwise attempting, to influence legislation," indi-

cated an awareness by Congress of the tenor of the court decisions

already discussed, and by indirection, a reluctance to hold the line

on the basis of the narrow interpretation by the Service of the 1 o 1 (6)

educational exemption.

Congress saw fit only to circumscribe the exemption with a re-

striction against substantial activities to influence legislation. The

1 293 U. S. 144.
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committee reports show that as first proposed, the 1934 amendment
to the statutes read "and no substantial part of the activities of which
is participation in partisan politics or in carrying on propaganda, or

otherwise attempting, to influence legislation." 1 The words "partici-

pation in partisan politics" were stricken from the bill, as enacted.

All this reasonably leads to the conclusion that the Congress at that

time was reluctant to require a narrow application of section 101 (6)

as to "educational" organizations as the Service had at first at-

tempted.

In 1940, the court of appeals for the first circuit held that con-

tributions to the Birth Control League of Massachusetts, affiliated

with the American Birth Control League, were deductible after the

organization had abandoned any legislative activities. 2

On the basis of these judicial precedents, we must conclude that it

is now reasonably established under the law that an organization

may have as its ultimate objective the creation of a public sentiment

favorable to one side of a controversial issue and still secure exempt
status under section 101(6), provided it does not, to any "substan-

tial" degree, attempt to influence legislation, and provided further

that its methods are of an educational nature. . . .

Mr. Kogh. On this business that a substantial part must be used,

if a certain person whom I won't mention, but who is sitting in this

chair, paid $10,000 for propaganda, I assure you that would be very

substantial. But take a Si 00 million foundation, if they spent $10,000

on propaganda, would you say because of the relative importance or

the relative degree that that is substantial in my case or in this man's

case and not substantial where the company has $100 million of

assets, and maybe $30 million of income, or $3 million?

Mr. Sugarman. As I indicated before, I don't think we can decide

that question by purely dollar amounts. For example, if that $ 1 0,000

were spent for telegrams to members of Congress, that might be

substantial. . . .

Mr. Hays. That leads us into a rather interesting situation. You
use the word "propaganda" and the law uses the word "propaganda"
and the committee here has used the word "propaganda" and vari-

ous witnesses. I wonder just what is propaganda. It is conceivable

that the word might mean different things to different people, isn't it?

Mr. Sugarman. That is correct. As I indicated at the earlier

stages the Revenue Service at one time attempted to draw a line

between propaganda and education by indicating that organizations

engaged in disseminating knowledge or their views on controversial

1 S. Rept. No. 558, 73d Cong., 2d sess., p. 26; G. B. 1 939-1 (pt. 2) 586, 606.
2 Faulkner v. Commissioner (G. G. A. 1, 1940, 112 F. (2d) 987).
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subjects may be engaged in propaganda and not entitled to exemp-
tion. The courts felt we should not draw that line into the statute.

For that reason, organizations of that sort may now be granted

exemptions under the existing judicial precedents.

I think that propaganda problem is one that we pretty well leave

alone in the sense that in this area, like many others, we find that

attempts to define terms do not help us particularly when we get to

actual cases. For example, the matter of sending telegrams to mem-
bers of Congress to vote a particular way is a pretty concrete example
of what we would consider propaganda to influence or otherwise

attempting to influence legislation. We can spot that type of activity

without worrying about whether it comes under some precise defini-

tion of propaganda. 1

Several foundations have run into difficulties under the legisla-

tive propaganda provision. Before passage of the more specific

legislation in 1934, the World Peace Foundation in 1925 was

denied tax-exempt status on the ground that its activity in dis-

tributing League of Nations publications constituted dissemina-

tion of "partisan propaganda"; the order was rescinded in 1928

on the ground that the Foundation was in fact engaged in educa-

tional work. The difficulties of the Robert Schalkenbach Founda-

tion have already been detailed. 2 The Twentieth Century Fund
was denied deductibility on contributions to the Fund in 1935

because of its contributions to the Credit Union National Exten-

sion Bureau and appearance of representatives of the Fund before

congressional committees in 1934 and 1935, but retained tax

exemption on its own income as a "civic league or organization"

under Section 101(8); full exemption including deductibility of

contributions was restored in 1936.

Most foundations carefully avoid direct efforts to influence

legislation, some of them making it a policy not to send unre-

quited publications to members of Congress nor to appear

before legislative committees except on specific invitation. A letter

to the New York Times from a former foundation official called

this tax provision "one of the chief barriers to social reform" and

1 Hearings Before the Special (Reece) Committee, Part I, Testimony of Norman
A. Sugarman, assistant commissioner of internal revenue, pp. 429, 430, 433, 442,

45 1 . The full section should be read for illustrative cases and further discussion.

2 See p. 54.
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pointed out the irony of the fact that any attempt by foundations

to have this situation changed would itself constitute an attempt

to influence legislation and jeopardize their exemption. 1

A foundation deeply committed to a program requiring legis-

lative action, and feeling that its own active support was essential,

could forego tax-exempt status for a period of years without

significant reduction in income if it became a fully operating

foundation and spent its whole income on activities consonant

with its charter; it would then have no profits on which a profit

tax could be levied.

1 Letter from Evans Clark, formerly executive director of the Twentieth Century
Fund, New York Times, February 15, 1954.



CHAPTER 13

Trends and Prospects

.ROPHECY may be labeled a hazardous occu-

pation, and when the subject concerned is young, developing, and
dynamic—as are foundations—the hazard is multiplied. This

chapter attempts only to identify present trends and to suggest

some possibilities if certain conditions are met.

Future Large Foundations

During the last twenty-five years it has been widely proclaimed

that the day of creating large foundations was over. In the first

part of this period, the depression was wiping out all great

fortunes; later, high taxes were alleged to be making substantial

accumulations impossible. The facts scarcely support these

opinions:

Number of Foundations with Assets

of $50 Million or More

1930 4

1944 5

1953 H

It is true that in terms of million-dollar incomes, those magical

and untypical years 1928 and 1929 have never been equaled, as

Table 30 and Chart 9 indicate. But in those years the contribu-

tion rate was relatively low; the 513 recipients of million-dollar

incomes in 1929 had an aggregate net income of $1,212 million,

from which they gave to all charitable causes a reported $49.5

334
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million, at a rate of 4. 1 per cent. In 1 952, the latest year for which

charitable contributions are available from income-tax reports,

the 146 persons with incomes of one million or more who
itemized deductions (two did not) had aggregate income of $287

million, out of which they gave $32.9 million, at a rate of 1 1.5

per cent. In many instances this more liberal recent giving has

been channeled into foundations in accordance with the new
pattern of annual gifts.

TABLE 30. NUMBER OF FEDERAL INCOME-TAX RETURNS WITH
INCOME OF $1,000,000 OR OVER, BY YEARS, 1914 TO 1952

Year Number Year Number Year Number Year Number

I9H 60 1924 75 1934 33 1944 62

1915
1916

120 1925
1920

207 1935 4i 1945 7i

206 231 I936 61 1946 94
i9 J 7 141 1927 290 1937 49 1947 114
1918 67 1928 5 11 1938 57 1948 149
1919 65 1929 5 l 3 !939 45 1949 120
1920 33 I930 150 1940 52 1950 219
1 92

1

21 i93i 77 1941 57 I95i 171

1922 67 1932 20 1942 40 T 952 148

1923 74 1933 50 1943 55

Note: Because of changes in classification procedure, the "income" is net income
through 1943, adjusted gross income thereafter; fiduciary returns are included
through 1943.

Source: Statistics of Income, U. S. Treasury Department.

At the Si 00,000 a year income level, even the 1 928-1 929 peak

falls below the recent record.

Number of Incomes of

$100,000 or More

!928 15,977 I95 1 20,655

1929 14,816 1952 17,877

These figures do not take into account the altered value of the

dollar, growth in population, and effects of increased taxation in

reducing "disposable" personal income. All these factors are

reflected in Table 31, which covers the whole population.

In the total picture, income in the United States has shown

remarkable growth in the past quarter century, even when ad-

justed to population increase, a constant dollar, and the impact

of taxes.





TRENDS AND PROSPECTS 337

For the high-income groups from whom funds for foundations

have chiefly come, present steep federal tax rates (reaching 91 per

cent for portions of taxable income in excess of $200,000 at 1954
rates) have diverse effects. The tax reduces the amount of income

that can be accumulated, though not as sharply as is usually

supposed. 1

TABLE 31. PERSONAL INCOME AND DISPOSABLE PERSONAL IN-

COME AT CURRENT AND 1950 PRICES, IN SELECTED
YEARS

Year

Personal income
(billions)

Per capita
personal income

Per capita
disposable

personal income

Current 1 950
prices prices

Current 1 950
prices prices

Current 1950
prices prices

1929
1933
1943
1953
i960

$ 85.1 $120.2

46.6 91.9
150.3 204.8

284.5 254.0
- 282.0

$ 700 $ 990
370 730

1,100 1,500

i>59<>

$ 680 $ 960
360 710
970 1,320

l >55° ^39°
1,440

Source: Dewhurst, J. Frederic, and Associates, America's Meeds and Resources,

Twentieth Century Fund, New York, 1955, p. 89. The i960 figures are projections

explained in this volume. Per capita income figures are rounded to the nearest $ 1 o.

On the other hand, the 91 per cent tax liability (at 1954 rates)

on the top portion of very large incomes encourages such persons

to make generous donations to charitable causes, including foun-

dations. The net cost to them is only 9 cents on the dollar up to

the deductible limit, which was raised to 30 per cent by the 1954
Revenue Act provided at least 1 o per cent is donated to churches,

hospitals, or educational institutions. Moreover, a few of these

persons qualify for unlimited deductibility of contributions under

Section 170(b)(1)(C), where in general contributions plus tax

paid have exceeded 90 per cent of taxable income for 8 of the 1 o

preceding years. Tax advantages to be derived from contribu-

tions have been discussed in more detail in Chapter 2 2
; the point

here is simply that the present tax structure is in some respects

favorable to the multiplication and enlargement of foundations.

1 Gifts, inheritances, bequests, interest on state and municipal bonds, and some
other items are not taxed to the recipient, nor reported as income. On the reported
adjusted gross income of the 148 individual million-dollar incomes of 1952, tax
liability averaged out at 62.3 per cent of adjusted gross income.

2 See pp. 57-59.
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Moreover, some forms of accumulation are currently exempt
from effects of personal income taxes. When an individual or a

family owns substantial equity in, or perhaps all the stock of, an

enterprise that may have increased tremendously in value, no

capital gains tax is paid on that increase in values so long as the

stock is not transferred. In this way reservoirs of vast new wealth

are being created without reflection in annual statistics of income

and often without public knowledge.

Upon the death of the holder these accumulations come to

light in estate appraisals; they are at this point subject to heavy

estate taxes which may threaten family control of the enterprise,

and in any event create severe problems as to liquid assets to pay

the taxes due. These very difficulties have resulted in large gifts

of such appreciated assets to an existing or newly created founda-

tion. Such gifts are exempt from any capital gains tax and from

estate taxes; they reduce the estate to proportions that can be

handled, and are often so conveyed that management control is

retained.

The influence of taxation on foundation formation can be over-

stated. Many of today's large foundations were established before

income taxes existed or estate taxes were substantial; the religious

and humanitarian motives that prompted their establishment are

strong today, and would prompt similar enterprises now. The tax

motive may be impelling in some cases, contributory in others,

and in still others is nonexistent.

On balancing considerations of national income, philanthropic

motive, and tax factors, it seems probable that organizations of

the foundation type will continue to be set up in considerable

numbers. Many of these will be small, some of moderate size, and

a possibility remains that a few more very large foundations may
arise.

Changing Patterns

Most early foundations were set up with a single large gift,

often in the form of a bequest though sometimes given during the

donor's life. In the latter case the endowment might be aug-



TRENDS AND PROSPECTS 339

merited, usually by residuary estate; but a foundation was char-

acteristically an organization making grants from the income of

an initially large corpus, given by one person.

That pattern has changed. Numerically, most modern founda-

tions are "income type" rather than "capital type." When set

up, whether as family foundations by individuals or as corpora-

tion foundations by business organizations, they seldom have

substantial original endowment. Characteristically, new gifts are

made every year, with in many cases most of these new gifts

going toward current expenditure rather than building of corpus.

Instead of representing a single donor, the foundation may be the

channel for the philanthropy of a family group, or a closely held

corporation and a number of individuals. In the case of family

foundations, the corpus increases gradually, if at all, until one of

the donors dies, when it may receive substantial sums from the

estate. In the case of corporation foundations, the annual con-

tribution varies with profits and the tax situation, though usually

an effort is made to build up enough corpus to sustain contribu-

tions through three or four bad years. Therefore, corpus may vary

from year to year, but is seldom large.

This pattern reflects tax considerations, at least in part. Since

assurance of exempt status must usually await a year of active

operation, donors have little incentive to make large initial gifts.

Moreover, at high levels of personal income and corporation

taxes, much larger gifts can be made if they are spread over a

number of years and kept within tax-deductible limits than if

made as a single gift.

For example, let us assume a man with an income of $400,000

a year who desires to set up a $1,000,000 foundation. If he gives

the whole sum in one year, he can deduct only 20 per cent of

$400,000, or $80,000, from taxable income, with the deduction

worth $72,800 at his 91 per cent rate. Net cost of $1,000,000 con-

tribution, $92J,200. If he spreads his gift over ten years, he gets a

deduction worth $72,800 each of the ten years (assuming the tax

rate is unchanged). Net cost of $1,000,000 contribution, $272,000.

Spreading his gift over thirteen years, he could have reduced the

net cost to 9 per cent of the final gift, or $90,000.
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While tax rates and regulations continue as at present, the new
"income type" foundations will increase in numbers, and gener-

ous persons will be enabled to give much larger sums to founda-

tions or other charities of their choice. This new pattern, how-
ever, introduces a fogged area into the foundation field. Such
organizations, whether set up by individuals or corporations,

usually continue to discharge many of the civic obligations of

their still-contributing donors. They are incorporated as founda-

tions, but they have neither a substantial corpus nor the operating

procedures of traditional foundations. As time passes they may
acquire both, though this is not certain.

Problems of foundations which remain too small for efficient

management after their donor's death have already been con-

sidered, 1 together with a few examples of consolidations—di-

rectly, in community trusts, or through other devices—but such

examples are too scanty to prove a trend or indicate that a grow-

ing problem is on the way to satisfactory solution.

Cooperation Among Foundations

Particularly in view of this multiplication of small and inex-

perienced foundations, exchange of experience and greater co-

operation among foundations is desirable. Some steps are being

taken in this direction.

Beginning in 1949, Texas foundations have been assembling

annually for a one- or two-day conference for better acquaint-

ance, exchange of information, and to hear experts in fields of

their interest. At the 1955 Conference registration reached 107

and the broadening geographic scope was signalized by changing

the name from Conference of Texas Foundations and Trust

Funds to Conference of Southwest Foundations. This is a mem-
bership organization with dues, officers, an executive secretary

functioning on part time throughout the year, and occasional

publications. One such was a list of projects for which some of

these foundations would welcome additional support. The Con-

ference has avoided setting up a clearing house for joint COn-

^ee pp. 144-150.



TRENDS AND PROSPECTS 341

sideration of outside projects, the dangers of which have been

pointed out. 1

Michigan foundations, at the invitation of the James Foster

Foundation, held a similar conference in 1954 and published its

proceedings. At its close further such group meetings were

suggested, and one is scheduled for 1956.

In New York City an informal luncheon is held monthly to

which foundation executives are invited; attendants are can-

vassed on topics of special interest, and arrangements are made
for speakers on these subjects at future meetings. No formal

organization has been set up.

Community trusts have had a national organization to serve

their interests since 1949. Founded under joint sponsorship of

Community Chests and Councils of America, the National Social

Welfare Assembly, and the trusts themselves, their National

Committee on Community Foundations maintains a New York

office with a paid secretary, holds an annual meeting, circulates

bulletins and other publications, and actively assists not only

existing trusts of this type but in the formation of such trusts in

communities not now so served. Of 106 presently active trusts, 48

hold membership in this organization.

The Division of General Education and the School of Law of

New York University in 1953 and in 1955 sponsored conferences

on foundation problems, inviting executives and trustees of foun-

dations and interested lawyers. The first of these was confined

largely to legal and tax problems; the second devoted one day to

these aspects, a second day to program and administration. 2

American Foundations Information Service, sponsored by
Raymond Rich Associates, has since 1949 issued the American

Foundations News, usually with eight issues a year, as a journal of

the field. It published in 1955 a new directory, American Founda-

tions and Their Fields, VII, and offers advice and information in

this field on a fee basis.

!See pp. 186-188.
2 One-day Conference on Problems of the Charitable Foundation. New York University.

Prentice-Hall, New York, 1953.
Proceedings of New York University Second Biennial Conference on Problems of the

Charitable Foundation. Matthew Bender and Co., Albany, 1955.
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The selected bibliography1 includes a small but growing group

of publications dealing with philanthropy in general and some-

times foundations in particular, many of which were prepared by
foundations with a view to helping others in the field. This study,

which has had the cooperation of many foundations, becomes an

addition to that list. Two of the larger foundations are currently

initiating major efforts in this area.

Enough persons are now involved in the giving, getting, and

administration of philanthropic funds, and the sums involved are

substantial enough, to suggest that study and training at the

university level may now be appropriate. Meanwhile broader

exchange of experience and information among foundations is

desirable, somewhat in the pattern of the Texas, Michigan, and

New York groups. But a course must be carefully steered between

helpful exchanges and dangerous concentration of control or

limitation of freedom of choice.

Congressional Investigations

In the course of their half century of rapid growth and change,

foundations have undergone three major congressional investiga-

tions, and some of their operations have had airings at such

special hearings as those before the Ways and Means Committee

of the House, 2 and a Senate Subcommittee concerned with Royal

Little's foundations and trusts.3

The first of the major investigations was in 191 5, by the U. S.

Senate Industrial Relations Commission headed by Senator

Frank P. Walsh. The investigation was set off by the industrial

unrest which had culminated in the so-called Ludlow massacre

during a strike at the Colorado Fuel and Iron Company, a

Rockefeller corporation. Many witnesses before this Commission

1 See Appendix A.
2 Hearings Before the Committee on Ways and Means. U. S. House, 77th Congress,

2d Session. Revenue Revision of 1942, Government Printing Office, Washington,

1942, vol. 1.

Ibid., 80th Congress, 1st Session. Revenue Revisions, 1 947-1 948, vol. 5.

Ibid., 81st Congress, 2d Session. Revenue Revision of 1950, vol. 1.

3 Hearings Before Subcommittee on Interstate and Foreign Commerce. U. S. Senate, 80th

Congress, 2d Session. Closing of Nashua, N. H., Mills, 1948.
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charged that foundations were dominated by big business and

were exerting strong influences in conservative and even reac-

tionary directions. The majority report1 severely censured many
aspects of foundations and would have been content to "recom-

mend abolition" if they could be separated from other forms of

voluntary altruistic effort. It proposed federal chartering for all

nonprofit organizations empowered to perform more than one

function and holding funds in excess of a million dollars, with

limitations on total funds, a prohibition against accumulation of

unexpended income and spending in any one year more than i o

per cent of principal, public accounting, and banning alteration

of charter purpose except by congressional action.

Minority reports, and much of the individual testimony, were

quite different in tone. Samuel Untermyer proposed limitations

on size and duration, organization under federal law only, gov-

ernment representation on the board of trustees, and a prohibi-

tion against accumulation of income. Nevertheless, he said:

I do not share the fear and distrust of these foundations. I believe

them to be prompted by the highest ideals of patriotism and unselfish

public spirit. They are magnificently managed by the best intellect

of the country—far better than would be possible with any public

institution. The genius and resourcefulness to which their founders

owed their material success have been unselfishly expended by these

men upon these foundations, which are to be monuments to future

generations of their usefulness to society. They are doing incalculable

public good and no harm. Happily, their conduct does not to any
appreciable extent reflect the devious methods by which those for-

tunes were accumulated, nor the views or policies of their founders

on economic questions. 2

No congressional action followed the recommendations of this

Commission; most of the fears there expressed have proved

unfounded.

The next major investigation was that of the Select (Cox)

Committee of the House in 1952, to which frequent reference has

1 Industrial Relations: Final Report and Testimony Submitted to Congress by the
Commission on Industrial Relations. 64th Congress, 1st Session. Senate Document
No. 415, Government Printing Office, Washington, 191 6.

2 Ibid., vol. 8, p. 7430.
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been made in these pages. In this case the charge was not con-

servatism, but its opposite. Said the Committee itself:

. . . The criticism most frequently made against foundations and

. . . the one urged with the greatest vehemence [is], Have founda-

tions 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? 1

Within its time limitations, the Committee addressed itself to a

searching investigation of nearly all aspects of foundation opera-

tion. The larger foundations were required to answer an exhaus-

tive questionnaire; a sample of 1500 smaller foundations received

an abbreviated form. Public hearings were conducted on 1 8 days

between November 18 and December 30, 1952. Thirty-nine

witnesses were called to the stand, including officers or trustees

of all the very large foundations, prominent educators, and a

group of Communist informers. Much other information was

gathered from the questionnaires, correspondence, and private

interviews. The Committee and its counsel, Harold M. Keele,

conducted the hearings openly and fairly. The Answers of the

various foundations to the questionnaire and the published Hear-

ings2 are mines of information on foundation practice.

As the Hearings progressed and the total picture unfolded, the

suspicious if not hostile attitude of the Committee altered. Errors

had been made, better reporting was needed, a few malefactors

there were, but the final conclusion was this:

The committee believes that on balance the record of the founda-

tions is good. It believes that there was infiltration and that judg-

ments were made which, in the light of hindsight, were mistakes, 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. 3

1 Final Report of the Select Committee to Investigate Foundations and Other Organizations.

82d Congress, 2d Session, House Report No. 2514. Government Printing Office,

Washington, 1953, p. 9.

2 Hearings Before the Select (Cox) Committee to Investigate Tax-Exempt Foundations.

U. S. House, 82d Congress, 2d Session. Government Printing Office, Washington,

!953-
3 Final Report) p. 8.
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One of the Committee members, Representative B. Carroll

Reece, signed the unanimous report with a reservation on "in-

sufficient time for the magnitude of its task." He obtained funds

for an additional investigation to be conducted in 1 953-1954.

The "hearings" of this Special (Reece) Committee to Investigate

Tax-Exempt Foundations covered 16 sessions between May 10

and June 1 7, 1 954. Of the 1 2 witnesses, the 1 1 first heard were

Mr. Reece, three members of his paid staff with extensive re-

ports, two Treasury Department witnesses on technical tax ques-

tions, and five general witnesses unconnected with foundations.

The thesis supported by the general witnesses and the staff

testimony appeared to be that great changes had occurred in

America in the direction of socialism and collectivism, with one

of the witnesses holding that even the federal income tax was a

socialist plot to destroy the government; these changes were

aided, it was alleged, through a "diabolical conspiracy" of foun-

dations and certain educational and research organizations. Dur-

ing a final four hours and twenty minutes one rebuttal witness

was heard, though even he was not a representative of a founda-

tion, but of one of the accused research organizations. Then the

stormy sessions were suddenly ended by a strictly party vote. The
foundations were permitted to reply only through written state-

ments, which were long afterwards published as an Appendix to

the main hearings.

The Committee meanwhile issued a 416-page "majority" re-

port, including a lengthy appendix on persons or agencies with

affiliations of an allegedly "questionable character." The main

report repeated the allegations of the one-sided hearings, and

then closed with relatively mild "concluding observations," with

even these presented tentatively: "based on an incomplete in-

quiry, all final conclusions are subject to possible revision." 1

This "majority" report was signed by three of the five members
of the Committee, but one of them, Representative Angier L.

Goodwin, who had been a member of the previous Cox Com-

1 Report of the Special (Reece) Committee to Investigate Tax-Exempt Foundations. 83d
Congress, 2d Session, House Report No. 2681. Government Printing Office,

Washington, 1954, p. 211.
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mittee, quite negated his signature by submitting a lengthy state-

ment concluding with the remark, "Nothing has transpired in the

proceedings of the present committee to cause me to alter or

modify the views I expressed in the Cox Committee report. I take

this opportunity to again re-affirm them." The remaining two

members of the Committee, representatives Wayne L. Hays and

Gracie Pfost, issued a minority report, stating in part:

The minority does not agree with the report submitted by the

majority. It not only disagrees with that report but earnestly believes

that it should never be published.

Each step of the proceedings of this committee placed an ugly

stain on the majestic record of the United States House of Repre-
sentatives and the great tradition of the American people. . . .

This was not an investigation in which the purpose was to gather

facts, to evaluate them, and then to arrive at fair conclusions on the

basis of those facts. Instead, we are presented with an inquiry in

which facts have played no part. The committee's activities were in

single purpose directed at justifying conclusions arrived at even in

advance of the enabling resolution of the House of Representatives.

The minority cannot emphasize too strongly the abhorrence it

holds for such a procedure and indeed the abhorrence which the

House of Representatives and the American public will hold for the

whole unfortunate transaction when the majority report is pub-

lished. . . .

In addition, the real mischief in these proceedings rests in the

effect which they may have on the future conduct of the tax-exempt

foundations. If, as a result of this inquiry, the foundations shall sur-

render to timidity, then the aim of those who would destroy the

effectiveness of the foundations shall have been accomplished. Truly,

the integrity of the foundations will hinge on the manner in which

they meet this challenge. 1

Effects of the recent congressional investigations are not yet

clear. A few foundations needed prodding on their responsibilities

as public trusts, and for them the results may be wholly salutary.

Review of policies by trustees and staff and a sense of common
interest under violent attack have been stimulated among long-

established organizations. Some of the suggestions, even of the

Reece Committee, are worth sober consideration. Damage has

been done among the headline reading public, and from this

time forward certain serious and completely unfounded charges

1 "Minority Views" in Report of the Special (Reece) Committee, pp. 421, 428, 430.
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against foundations can be repeated on apparent authority of a

publication of the United States government. Little evidence

exists, however, that these charges are taken seriously by any

considerable group, or that restrictive legislation is now impending.

Some foundation trustees and staff members may have been

intimidated, as the Minority Report feared, and may fail to take

up controversial issues that need attention. Others as certainly

have not. At a recent conference on foundation problems Dean
Rusk, president of The Rockefeller Foundation, asserted:

I do not believe that foundations and their trustees have been

intimidated by the events of the past two years. And I have no doubt

but that ten or twenty years hence, whenever the next round of

investigation comes, we shall have an interesting list of controversial

items for consideration. Just which ones they shall be, we have no
way of knowing, for that will depend upon the predilections of the

investigator. 1

Needs of the Future

A future of expanding usefulness will not occur automatically.

The esteem in which foundations are now held is built largely

upon the solid achievements of a few leaders in the field. Much of

that esteem could be speedily lost if a substantial number of foun-

dations are discovered to be serving primarily the financial inter-

ests of the donors, with little or no concern for the public welfare.

Progress for foundations, and possibly their survival, will depend,

not upon tax advantages or legally correct charters or dollar

assets, but primarily on the worth of the programs they support

in terms of public welfare.

No single prescription will serve, for conditions are changing

rapidly. Government has taken over large areas where foundation

support was formerly essential, but, said Dr. Vannevar Bush:

Nevertheless, as the Federal Government moves into the support

of science in this country, as was indeed necessary, and which I

advocated, I feel that the need of private funds, with their complete

freedom, their ability to pioneer, their ability to take a chance, their

opportunity to set standards, is more than it used to be. . . .
2

1 Proceedings of New York University Second Biennial Conference on Problems of the

Charitable Foundation, p. 1 79.
2 Hearings Before the Select (Cox) Committee, p. 1 52.
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Relatively, foundation resources are smaller in the total Amer-
ican economy, but they occupy a position of peculiar freedom.

The degree to which such freedom may place upon them a man-
date to aid studies in controversial areas, which can attract little

support elsewhere, has already been discussed. 1 This special posi-

tion may also suggest the desirability of exercising great care in

selection, and sometimes taking long chances. As one foundation

working in the field of the creative arts pointed out:

. . . from our point of view no system of selection which does not

contemplate a certain number of errors can be good. If the Founda-
tion is to do its utmost to develop the artistic power of the country,

it cannot confine itself merely to safe appointments. Rather, the

Foundation must take chances, realizing that all these chances will

not work out, but gambling that some candidates so chosen may
reach heights to which the merely safe can never aspire. 2

Pointing out specific areas for present support or research

would serve little purpose. Needs change, the persons capable of

outstanding work in any special field are limited in number, and

before the advice is in print its pertinence might be lost. The
collective value of the foundation contribution consists in the

alertness of the trustees and staffs of many foundations to oppor-

tunities in their own regions and areas of interest.

Local foundations with limited resources, particularly those of

the family and corporation type, may not discover, or have the

means to support, enterprises of national importance. They can

make notable contributions to local welfare; here also careful

selection of projects may yield multiplied benefits.

Large foundations with broad charters should review program

frequently, from time to time investigating new areas but not

withdrawing from present ventures until diminishing returns,

support from other sources, or prolonged failure indicates change.

One trustee committee charged with investigating a possible new

program suggested to the full board this background for their

more specific recommendations:

1 See pp. 1 99-204.
2 John Simon Guggenheim Memorial Foundation, Answers to Questionnaire, p. 2 1 1

.
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No age has been driven so urgently as our own by social and
technological forces. A wholly new scale of population increase and
the invention of a wholly new source of power have the effect of

transforming virtually every institution from top to bottom.

In this country the next decades are bound to see new patterns of

social living developing with a rapidity which makes it hard to keep

abreast of them and even harder to know what they involve in terms

of changed values and mental concepts. There will be an intensive

cultivation of this continent— cultivation in the largest sense of the

word—compared to which everything done heretofore will seem like

a mere scratching of the surface. New cities, new regions, new indus-

tries, new realms of comprehension will open in staggering succession.

In the world the changes and stresses will be even more difficult

to compute and analyze. The nation-state as it originated in the

sixteenth century is passing through radical and often unobserved

transformations. Yet the next emerging order has no name that can

describe it, no values that command allegiance or assent. Within this

over-all revolution, every lesser aspect of life is subject to the doubts

and agonies of re-creation.

What part is the ... [a research foundation] to play amid this

whirlwind?

In physics, one rather recent day, we discovered the laws of

gravitation, and now we are able to control the motions of smaller

objects and at least to predict the motions of those, like planets,

too big for us to handle. Not so with nations. They circle about

us on erratic paths beyond our prediction, and, too frequently, in

spite of all our efforts at control, they violently collide. The
fundamental laws of attraction and repulsion among men and

nations have not yet been discovered.

Radical investigation is needed, possibly tearing up the very

roots of some of our present beliefs. In the physical sciences

discovery came with a rush only after men learned to observe and

experiment, and were willing to doubt any "law"—however

logical it had seemed, or however sanctified by long belief— if

repeated experience and experiment showed flaws in it. Then,

doubting and experimenting, men began to pile discovery upon

discovery, until no miracle seemed beyond their power—no

miracle unless it be simple survival of the human race.
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In the relations of men and nations we need similarly to

observe, to experiment, and to doubt; to be willing to question

any belief or long-held practice if it is not working well. Such

fundamental investigation is difficult; sometimes it is dangerous.

Possibly the techniques of the social sciences are not yet adequate

for dealing with many such problems. It is certain that study of

some of them can hope for no financial support from business or

government, and might face popular disapproval.

The social sciences are still in the Galileo stage; investigations

which challenge long-held beliefs are unsafe. The Special (Reece)

Committee warned trustees to "be very chary of promoting ideas,

concepts and opinion-forming material which runs contrary to

what the public currently wishes, approves and likes." 1 The well-

run foundation does not "promote" ideas in controversial areas;

it supports objective investigations in such areas and others, and

it permits and encourages competent investigators to state their

conclusions, without regard to whether the public or a congres-

sional committee "wishes, approves and likes" the result. If the

world does move, the fact should be stated. But perhaps only

philanthropy's venture capital is in a position to help tomorrow's

Einstein discover a law of relativity among men and nations.

To the explosive issues of the social sciences foundations have

given increased attention, but support is not yet large. Can they

make a substantial contribution, even if their boards have suffi-

cient courage to commit larger portions of their still limited

funds?

Money is not the primary need. Dollars are required, but they

must be germinated into greatness by men. Money cannot buy

the sound research we need to understand our problems, or the

pioneering discoveries we must have if we are to solve them. All

that money can do is to find a man of vision and ability, and

give him time and give him tools. Our shortage is able, trained

men.

It is here that foundations can exert unusual leverage with

their limited funds. Some can assist in discovering and training

talented men. Others can use their unique position in the Amer-
1 Report of the Special (Reece) Committee

i p. 20.
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ican scheme of life to offer to the qualified the freedom to do

creative, pioneering work in important, sensitive fields.

Barring major catastrophes of war, severe inflation, or drastic

governmental controls, foundations may be expected to increase

in numbers. They will have many projects submitted to them,

most of which promise results that will be highly creditable—and

commonplace. What is needed is the vision to pick out the

significant few, and then to choose the right man. As more
foundations make this endeavor, their contribution to social

progress may prove even greater in their second half-century.
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in the social sciences.

Willey, Malcolm M., and Dale O. Patterson, "Philanthropic Foun-

dations and Their Grants to Institutions of Higher Education dur-

ing the Depression Years," School and Society, May 8, 1937, pp. 661-
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Year Ending June 30, 1954. Chicago. 27 pp. Descriptive, with
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tion devoted to maintenance of a convalescent home reports its

history, present operations, but not its finances.
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,
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Indexed.
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Chicago Community Trust, Fortieth Anniversary Report, 1915-1955-

Chicago, 1955. 39 pp. In addition to the usual annual report, the
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China Medical Board of New York, Annual Report, 1953-54. New
York. 16 pp. Brief account of present activities, restricted by the

situation in China. The first annual report, for 1 950-1 951, included

a section on History and Program.

Church Peace Union (Founded by Andrew Carnegie). Report of the

Secretaries and the Auditors for the year 1954. New York. 30 pp.
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June 30, 1955. New York, 1955. 46 pp. Includes description of

grants and activities, fellowships, publications.
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Dodge (Cleveland H.) Foundation, Cleveland H. Dodge Foundation,

Inc., 1917-1950. New York. 10 pp. Very brief report on first 33
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Duke Endowment, Duke Endowment Tear Book, No. 22. Charlotte, N. C,
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Duke Endowment, Established by James B. Duke. The Endowment, 1932.

89 pp. Text of Indenture, Doris Duke Trust, and Will, with
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East European Fund, Third Annual Report, March 1 953-1 954. New
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the Ford Foundation in behalf of Soviet exiles. No further annual

reports are expected, but a final summarizing report.

Edwards Scholarship Fund, Report. Boston, 1951. 12 pp. A brief ten-
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Farm Foundation, The Farm Foundation Story: The First Twenty Years.
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Fels (Samuel S.) Fund, Samuel S. Feb Fund: A Report from Its Incep-
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.
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1 14 pp. Detailed accounting of the vast program of this foundation

for the period indicated— first nine months of 1954.

Foundation for Research on Human Behavior, Annual Report for

the Fiscal Year July 1, 1953-June 30, 1954. Ann Arbor, 1954.

23 pp. First generally distributed report of this new "foundation"

which is in part a fund-raising organization.

Foundations' Fund for Research in Psychiatry, First Annual Report

for the Year Ending June 30, 1954. New Haven, 1954. 44 pp. This

first report includes details of organization, declaration of trust,

purposes, and early activities of this fund hoping to accumulate

grants from foundations for use in its specified field.

Fund for Adult Education, Annual Report, July 1 , 1 953 to June 30,

1954. Pasadena, 1955. 39 pp. Reports the first year of activity of a

Fund set up as an independent entity by the Ford Foundation.
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Fund for the Advancement of Education, A Report for 1952-1954.

New York. 127 pp. A full report, with some general observations

on educational problems. An earlier report covered 1 951-1952.

Fund for the Republic, Report of the Fund for the Republic, May 31,

1955. Pasadena, 1955. 46 pp. The first report of this Fund, includ-

ing statements of policies and early activities.

General Education Board, Annual Report, 1953. New York. 57 pp.

A brief report, since the Board is in liquidation. In 191 5 the Board
published an account of its activities, 1902-19 14; the 1 947-1 948
report also included an historical resume from founding until that

date; a final history is now in preparation.

Georgia Warm Springs Foundation, Annual Report for the Tear Ended

September 30, 1951. Warm Springs, 1951. 22 pp. Brief report of an
organization supported chiefly by patient payments, with some
foundation characteristics. A Twentieth Anniversary Report was
issued in 1947.

Grant Foundation, Report for the Years Ended October 31, 1951 and
October 31, 1952. New York. 64 pp. A biennial report, with de-

tailed description of projects together with some of the findings.

Financial summary for both the biennium and the whole founda-

tion history.

Guggenheim (John Simon) Memorial Foundation, 1951 and 1952,

Reports of the Secretary and of the Treasurer. New York. 286 pp. In-

cludes biographies of appointees for the biennium reported, an

index of fellows, and financial data.

Harrison (Thomas Skelton) Foundation, Report for 1949-51. Phila-

delphia, 1952. 15 pp. Brief report of a small foundation with a

program of unusual type.

Hartford Foundation for Public Giving, Report for 1954. Hartford.

13 pp. Informative booklet with promotional tone, including a

report on disbursements.

Hayden (Charles) Foundation, The Story of the Charles Hayden Founda-

tion. New York, 1952. 71 pp. A highly illustrated history of fifteen

years, with partial list of grants; little financial data.

Hazen (Edward W.) Foundation, The Edward W. Hazen Foundation,

1953-1954. New Haven. 23 pp. Activities and general background

of studies. A twenty-five year report was published in 1950; the

first report in 1930.

Heinz (Howard) Endowment, A report of its work to December 31,

1950. Pittsburgh. 40 pp. This report covers the 1 941-1950 period,
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with some historical notes and a financial statement for the 1950
year. Illustrated.

Hill (Louis W. and Maud) Family Foundation, Report for the Fiscal

Year March i, 1954 to March 1, 1955. St. Paul. 27 pp. Formerly

the Lexington Foundation. The period 1 935-1 953 was briefly

covered in the first annual report, for 1953.

Hillman (Sidney) Foundation, The Sidney Hillman Foundation: A Rec-

ord of Service to the Community. New York, 1954. 103 pp. First

activities of this labor-supported foundation, with addresses of

Hillman Award recipients.

Hogg Foundation for Mental Hygiene, Twelve Tears of Mental

Health Work in Texas. Austin, 1953. 37 pp. This organization, asso-

ciated with the University of Texas, describes the area in which it

works, and invites outside funds.

Independent Aid. See under present name, Duke (Doris) Foundation.

Indianapolis Foundation, For a Better City: The Annual Report of the

Indianapolis Foundation for the year 1954. Indianapolis, 1954.

4 pp. A brief report, with title changed annually. The first such

report covered the four years, 1924 through 1927.

Iran Foundation, The Iran Foundation, 1948-1955. New York, 1955.

24 pp. Biennial reports began in 1949. This is a summary report of

a foundation set up both in Iran and the United States "for ad-

vancement of health and education in Iran."

James Foundation of New York, Report for 1954. New York. 24 pp.

The initial ten-year report, covering 1941 through 1951, included

a brief statement on history and policy.

Kansas City Association of Trusts and Foundations, Report for 1952

and 1933. Kansas City, 1954. 40 pp. The consolidated reports of the

four member funds are included in this report of an interesting

experiment in foundation cooperation.

Kellogg (W. K.) Foundation, Report for 1953-1954- Battle Creek.

127 pp. A very full, illustrated report. An account of the early years

was published in The First Eleven Years, 1930-1941.

Kift (Robert L.)—Thomas R. Mullen, Jr. Memorial Foundation,

Objectives and Activities, 1949-1953. Allentown, 1953. 32 pp. Brief

report of a corporation foundation with some observations on
advantages of such an organization.
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Kosciuszko Foundation, The Kosciuszko Foundation Reports, 1948-1952,

and A Review of the First Quarter Century. New York. 35 pp. Re-
ports are issued at two to four-year intervals. This four-year report

covers also a brief summary of activities 1 925-1 950.

Kresge Foundation, The First Thirty Tears, 1924-1953. Detroit, 1954.

67 pp. Brief, illustrated record of the Foundation, including finan-

cial data and a biographical sketch of Sebastian Spering Kresge.

Lexington Foundation. Name changed to Louis W. and Maud Hill

Family Foundation in 1950, which see.

Lilly Endowment, A Report for 1954. Indianapolis. 36 pp. Clear,

informing, illustrated.

Luling Foundation, The Luling Foundation, 1927-1948. Luling, Tex.,

1948. 36 pp. Story of a foundation in the form of an endowed,

experimental farm. Illustrated. Little financial data.

Magy (Josiah), Jr. Foundation, The Josiah Macy, Jr. Foundation, 1930-

I955 : A Review of Activities. New York, 1955. 174 pp. Earlier

reports, issued irregularly, include a report for 1 930-1 931; for six

years ending with 1936; for four years ending with 1940; a twen-

tieth anniversary review in 1950.

Markle (John and Mary R.) Foundation, 1954-55 Annual Report.

New York, 1955. 72 pp. Full report, with commentary.

McCormigk (Elizabeth) Memorial Fund, The Story of Forty-Five

Tears. Chicago, 1954. 56 pp. A brief history of operations over a

long period, with current financial data.

McGregor Fund, A Three-Tear Report of Activities EndingJune 30, 1952.

Detroit, 1953. 27 pp. Fourth report. The first covered 1 931-1937;

the second 1 938-1 939; the third 1 940-1 949.

Mellon (The A. W.) Educational and Charitable Trust, A Report

of Its Workfor the Tear 1954. Pittsburgh. 1 8 pp. A fifteen-year report

covered 1 930-1 945, a five-year report 1 946-1 950, and annual

reports have been issued since 1950.

Menninger Foundation, Report of Progress from July 1 , 1 953 through

June 30, 1954. Topeka. 37 pp. A full, illustrated report encouraging

further contributions.

Milbank Memorial Fund, Grants, Fellowships and Other Appropriations in

1953-1954- New York, 1955. 24 pp. This report is supplemented by

information available in the Fund's Quarterly. Thirty-Five Tears in

Review was published in 1940.
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National Science Foundation, Fourth Annual Report for the Fiscal Year

Ending June 30, 1954. Government Printing Office, Washington,

1954. 138 pp. A detailed report, with observations on national

implications.

New Haven Foundation, Annual Report for the Year Ending December

31, 1954. New Haven, 1955. 23 pp. Illustrated, simply written,

designed to attract additional gifts.

New York Community Trust, All Through the Tears. New York, 1955.

48 pp. Each annual report (this one covers 1954) bears a different

title. Chatty, informative, full financial details.

New York Foundation, Four Tear Report, ig^o-ig^. New York. 48 pp.
This four-year report was preceded by a Forty Tear Report of the

New Tork Foundation published in 1949.

Nutrition Foundation, The, Report of the Scientific Director, 1954. New
York. 71 pp. A descriptive, illustrated report of work done by a

"foundation" largely supported by annual grants from food

industry firms.

Oberlaender Trust. Liquidated in 1953. Its previous reports were
usually included with those of the Carl Schurz Memorial Founda-
tion, of which it was an integral part.

Old Dominion Foundation, Report of Old Dominion Foundation, Inc.,

ig4i-ig^o. New York. 33 pp. A brief report of activities for the

first decade.

Peabody Education Fund, Proceedings of the Trustees of the Peabody

Education Fund from Their Original Organization on the 8th of

February, 1867. Vol. I.John Wilson & Son, Boston, 1875. 442 pp.
Annual Proceedings were distributed in pamphlet form, then re-

printed in collected volumes— I, 1 867-1874; II, 1 875—1 881 ;
III,

1881-1887; IV, 1888-1892; V, 1893-1899; VI, 1900-1914. For a

history, see Curry in the general bibliography.

Permanent Charity Fund, Committee of the, Thirty-Eighth Tear

Book, July 1, 1954-June 30, 1955. Boston. 20 pp. Attractively

illustrated, this community trust report encourages further

contributions.

Phelps-Stokes Fund, Progress in Negro Status and Race Relations. New
York, 1948. 219 pp. This is the thirty-five year (191 1-1946) report

of the Fund. Earlier reports were Educational Adaptations covering

the first ten years of work, and the Twenty Tear Report.



384 PHILANTHROPIC FOUNDATIONS

Philadelphia Foundation, Report, 1918-1954. Fidelity-Philadelphia

Trust Co., Philadelphia. 16 pp. Brief annual report, eleventh in the

series, which also covers expenditures for the entire period.

Picker (James) Foundation for Radiological Research, Annual

Report, 1955. New York, 1955. 35 pp. Summary of grant and fellow-

ship awards with filing instructions and application forms.

Pitcairn-Crabbe Foundation, Report of Its Work to December 31, 1951.

Pittsburgh. 34 pp. A ten-year report of a small foundation that

includes religion and palliative giving in its program.

Pittsburgh Foundation, Ninth Annual Report of the Pittsburgh Founda-

tion for the Tear 1954. Pittsburgh, 1955. 36 pp. A well-presented

annual report of community trust operation.

Prentiss (Elisabeth Severance) Foundation, Report, Volume V.
National City Bank of Cleveland, Cleveland, 1955. 18 pp. This

biennial report lists grants and briefly describes program.

Rackham (Horace H. and Mary A. Rackham) Fund, Horace H.

Rackham and Mary A. Rackham Fund, Detroit and Ann Arbor, 1934-

1940. Edited by Frances H. Miner. Ann Arbor, 1940. 60 pp. The
official history of this short-lived Fund which disbursed some $14
million. Illustrated.

Research Corporation, Annual Report for the Tear 1954. New York.

69 pp. Report on the combined grant-making and business opera-

tions of a unique "foundation." Grants listed, but amounts not

given; limited financial data.

Research Foundation of State University of New York, 2nd Annual

Report, 1953. Albany. 16 pp. Report of a separately incorporated

"foundation" that is in other respects the university research

division.

Rhode Island Foundation, Annual Reportfor the Tear 1954. Providence.

20 pp. Annual report of a community trust, illustrated, designed to

encourage further gifts.

Rockefeller Brothers Fund, A Three-year Report. New York. 15 pp.

This initial public report covering years 1 951-1953 records also

marked changes in policy as this foundation received substantial

capital assets.

Rockefeller Foundation, The, Annual Report, 1954. New York, 1955.

439 pp. A voluminous, highly informing, model report, illustrated.
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Rockefeller (Laura Spelman) Memorial, Final Report. New York,

1933. 24 pp. Historical survey from 1922 until consolidation with

The Rockefeller Foundation in 1929. "The purpose is to give an
account which will be concerned more with spirit and objectives

than with statistics and financial statements." See annual reports

for the latter. The first report was in 1923, covering 191 9 through

1922.

Rosenberg Foundation, Rosenberg Foundation, 1937-1946: Ten Years of

Community Service. San Francisco, 1947. 38 pp. Reports on
grants for a ten-year period, and describes policies and early

history of the Foundation. Illustrated. A new report is in prepara-

tion.

Rosenwald (Julius) Fund, Review of Two Decades, 1917-1936. By Edwin
R. Embree. Chicago, 1936. 55 pp. Excellent running account of

first two decades of this Fund. For complete history, see Embree
and Waxman, in the general bibliography.

Sage (Russell) Foundation, Annual Report, 1953-1954- New York, 1955.

56 pp. The series of annual reports began in 1 947-1 948. For the

earlier period, see the two-volume history by Glenn, Brandt, and
Andrews in the general bibliography.

Scaife (Sarah Mellon) Foundation, A Review of its Activities from

January 1, 1953 to December 31, 1953. Pittsburgh, 1954. 39 pp.

This annual report includes a cumulative grant record, 1 941-1953.

Schlieder (Edward G.) Educational Foundation, Report of the Presi-

dent for the Year Ended December 31, 1954. New Orleans. 24 pp.

Example of reporting by a small foundation limited both geograph-

ically and by area of interest.

Schurz (Carl) Memorial Foundation, Reports, 1 952-1 954. Phila-

delphia. 19 pp. Combined reports are published in pamphlet

form. The 1952 pamphlet covered the seven years May 1, 1945 to

April 30, 1952. See under Doll in the general bibliography for the

new 25-year report.

Slater (John F.) Fund, Proceedings and Reports. Reports issued annually

from founding in 1882. Consolidated with Southern Education

Foundation in 1937, which see.

Sloan (Alfred P.) Foundation, Reportfor 1953-1954- New York, 1955.

127 pp. Illustrated report of two years' operation of a foundation

that emphasizes the need for public understanding of foundations.
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Smith Charities, One Hundred Seventh Annual Report of the Trustees of

the Smith Charities. Northampton, Mass., May 4, 1955. 10 pp.
Largely financial report of a $2 million charitable trust (at present

worth) founded more than a century ago.

Smithsonian Institution. See United States National Museum.

Southern Education Foundation, Biennial Report for 1950-51— 195
1-

52. New York. 1 12 pp. Describes origin of the Foundation through

amalgamation of Peabody Education Fund, John F. Slater Fund,

Anna T. Jeanes Fund, and Virginia Randolph Fund. This is the

first published report.

Spelman Fund of New York, Final Report. New York, 1949. 27 pp.
Historical summary of the work of a foundation centering its pro-

gram on public administration. Includes financial data for the final

year of operation.

Trexler Foundation, A Ten Tear Report of Activities, April 1, 1945 to

March 31, 1955. Allentown, 1955. 48 pp. Previously known as the

Harry C. and Mary M. Trexler Estates, this organization issued an
earlier report from its founding in 1933 through March, 1945.

Twentieth Century Fund, Annual Report, 1954. New York, 1955. 62 pp.

The full report of an operating foundation, handsomely printed

and illustrated.

United States National Museum (Smithsonian Institution), Annual

Report for the Year Ended June 30, 1 954. The Museum, Washing-

ton, 1954. 100 pp. The Smithsonian is now a collection of activities

in science and the arts, of which the United States National

Museum is perhaps the best known.

Viking Fund. See Wenner-Gren Foundation.

Watumull Foundation. Report, 1953-1955- Honolulu, 1955. 16 pp.

Brief report of a foundation specializing in relations with India.

No financial data included.

Wenner-Gren Foundation for Anthropological Research, Report

on the Foundation's Activities for the Year Ended January 31, 1955.

New York. 84 pp. This foundation was formerly known as the

Viking Fund, under which name it began reporting in 1942.

White-Williams Foundation, Five Years' Review for the Period Ending

December 31, 1921. Philadelphia, 1922. 15 pp. A descriptive report

of a foundation that seeks additional funds for its work. Formerly

the Magdalen Society of Philadelphia.
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Whitney Benefits, Annual Report, 1954. Sheridan, Wyo. 4 pp. Brief,

largely statistical report on a student loan program.

Whitney (Helen Hay) Foundation, Second Report, for the Tears 1950-

1954. New York. 60 pp. The initial report covered 1947-1949.
Biennial reports are now planned.

Whitney (William C.) Foundation, Tenth Report, 1952 and 1953. New
York. 4 pp. Contains brief introductory statement and list of grants

only.

Wieboldt Foundation, Annual Report for the Year Ended December

31, 1954. Evanston, 111. 25 pp. The 1946 Annual Report included a

review of the "first quarter century" of the Foundation.

Wilder (Amherst H.) Charity, Report for the Biennium Ending June
30th, 1949. St. Paul, 1950. 7 pp. Brief report of an operating

foundation established in 1906. A Resume, 1906-1952 gave a short

history of activities and some financial data.

Woodrow Wilson Foundation, Report for the Tears 1951-1953. New
York. 31 pp. The latest report outlines a substantial policy change.

World Peace Foundation. Printed reports published for the years

1 91 2-1 91 6; none published since 19 16.
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SELECTIONS FROM THE INTERNAL REVENUE CODE
OF 1954

[This Appendix excerpts from the Revenue Code of 1954 the sections concerning

foundations, including tax deductibility for donors, exempt status of the founda-

tion itself, and reporting requirements^]

OUTLINE OF INCLUDED MATERIAL

SUBTITLE A. INCOME TAXES

Chapter i . Normal Taxes and Surtaxes

Subchapter B. Computation of Taxable Income
Sec. 117. Scholarships and fellowship grants .... 390
Sec. 170. Charitable, etc., contributions and gifts . . . 391

Subchapter F. Exempt Organizations

Sec. 501. Exemption from tax on corporations, certain

trusts, etc 394
Sec. 502. Feeder organizations 395
Sec. 503. Requirements for exemption 395
Sec. 504. Denial of exemption 398
Sec. 51 1. Imposition of tax on unrelated business income of

charitable, etc., organizations 398
Sec. 512. Unrelated business taxable income 399
Sec. 513. Unrelated trade or business 402

Sec. 514. Business leases 403
Sec. 515. Taxes of foreign countries and possessions of the

United States 407

Subchapter G. Corporations Used to Avoid Income Tax on

Shareholders

Sec. 545. Undistributed personal holding company income . 407

Subchapter J. Estates, Trusts, Beneficiaries, and Decedents

Sec. 642. Special rules for credits and deductions . . . 407
Sec. 681. Limitation on charitable deduction .... 408

388
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SUBTITLE B. ESTATE AND GIFT TAXES

Chapter i i . Estate Tax
Subchapter A. Estates of Citizens or Residents

Sec. 2055. Transfers for public, charitable, and religious uses 41

1

Subchapter B. Estates of Nonresidents not Citizens

Sec. 2106. Taxable estate 412

Chapter 12. Gift Tax

Subchapter C. Deductions

Sec. 2522. Charitable and similar gifts .413

SUBTITLE C. EMPLOYMENT TAXES

Chapter 2 1 . Federal Insurance Contributions Act

Subchapter C. General Provisions

Sec. 3 1 2 1 . Definitions 414

SUBTITLE D. MISCELLANEOUS EXCISE TAXES

Chapter 33. Facilities and Services

Subchapter A. Admissions and Dues

Sec. 4233. Exemptions 416

SUBTITLE F. PROCEDURE AND ADMINISTRATION

Chapter 61. Information and Returns

Subchapter A. Returns and Records

Sec. 6033. Returns by exempt organizations . . . .417
Sec. 6034. Returns by trusts claiming charitable deductions

under section 642(c) 418

Subchapter B. Miscellaneous Provisions

Sec. 6104. Publicity of information required from certain

exempt organizations and certain trusts . . . 419

Chapter 66. Limitations

Subchapter A. Limitations on Assessment and Collection

Sec. 6501. Limitations on assessment and collection. . . 419

Chapter 75. Crimes, Other Offenses, and Forfeitures

Subchapter A. Crimes

Sec. 7203. Willful failure to file return, supply information,

or pay tax 419
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SUBTITLE A. INCOME TAXES

Chapter i . Normal Taxes and Surtaxes

Subchapter B. Computation of Taxable Income

SEC. II7. SCHOLARSHIPS AND FELLOWSHIP GRANTS

(a) General Rule.— In the case of an individual, gross income does
not include

—

(1) any amount received

—

(A) as a scholarship at an educational institution (as defined in

section 151 (e) (4) ), or

(B) as a fellowship grant,

including the value of contributed services and accommodations; and

(2) any amount received to cover expenses for

—

(A) travel,

(B) research,

(C) clerical help, or

(D) equipment,

which are incident to such a scholarship or to a fellowship grant, but

only to the extent that the amount is so expended by the recipient.

(b) Limitations.—

(1) Individuals who are candidates for degrees.— In the case

of an individual who is a candidate for a degree at an educational

institution (as defined in section 151 (e) (4) ), subsection (a) shall not

apply to that portion of any amount received which represents pay-

ment for teaching, research, or other services in the nature of part-

time employment required as a condition to receiving the scholarship

or the fellowship grant. If teaching, research, or other services are

required of all candidates (whether or not recipients of scholarships

or fellowship grants) for a particular degree as a condition to receiv-

ing such degree, such teaching, research, or other services shall not be

regarded as part-time employment within the meaning of this para-

graph.

(2) Individuals who are not candidates for degrees.— In the

case of an individual who is not a candidate for a degree at an educa-

tional institution (as defined in section 151 (e) (4) ), subsection (a)

shall apply only if the condition in subparagraph (A) is satisfied and
then only within the limitations provided in subparagraph (B).

(A) Conditions for exclusion.—The grantor of the scholarship

or fellowship grant is an organization described in section 501 (c) (3)

which is exempt from tax under section 501 (a), the United States,
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or an instrumentality or agency thereof, or a State, a Territory, or a

possession of the United States, or any political subdivision thereof,

or the District of Columbia.

(B) Extent of exclusion.—The amount of the scholarship or

fellowship grant excluded under subsection (a) (i) in any taxable

year shall be limited to an amount equal to $300 times the number
of months for which the recipient received amounts under the

scholarship or fellowship grant during such taxable year, except

that no exclusion shall be allowed under subsection (a) after the

recipient has been entitled to exclude under this section for a period

of 36 months (whether or not consecutive) amounts received as a

scholarship or fellowship grant while not a candidate for a degree

at an educational institution (as defined in section 151 (e) (4) ).

SEC. 170. CHARITABLE, ETC., CONTRIBUTIONS AND GIFTS

(a) Allowance of Deduction.—

(1) General rule.—There shall be allowed as a deduction any
charitable contribution (as defined in subsection (c) ) payment of

which is made within the taxable year. A charitable contribution

shall be allowable as a deduction only if verified under regulations

prescribed by the Secretary or his delegate.

(2) Corporations on accrual basis.— In the case of a corpora-

tion reporting its taxable income on the accrual basis, if

—

(A) the board of directors authorizes a charitable contribution

during any taxable year, and

(B) payment of such contribution is made after the close of such

taxable year and on or before the 15th day of the third month
following the close of such taxable year,

then the taxpayer may elect to treat such contribution as paid during

such taxable year. The election may be made only at the time of the

filing of the return for such taxable year, and shall be signified in such

manner as the Secretary or his delegate shall by regulations prescribe.

(b) Limitations.—

(1) Individuals.— In the case of an individual the deduction pro-

vided in subsection (a) shall be limited as provided in subparagraphs

(A), (B), (C), and (D).

(A) Special rule.—Any charitable contribution to—
(i) a church or a convention or association of churches,

(ii) an educational organization referred to in section

503 (b) (2), or

(iii) a hospital referred to in section 503 (b) (5),

shall be allowed to the extent that the aggregate of such contribu-
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tions does not exceed 10 percent of the taxpayer's adjusted gross

income computed without regard to any net operating loss carry-

back to the taxable year under section 172.

(B) General limitation.—The total deductions under sub-

section (a) for any taxable year shall not exceed 20 percent of the

taxpayer's adjusted gross income computed without regard to any
net operating loss carryback to the taxable year under section 172.

For purposes of this subparagraph, the deduction under subsec-

tion (a) shall be computed without regard to any deduction al-

lowed under subparagraph (A) but shall take into account any
charitable contributions to the organizations described in clauses

(i), (ii), and (iii) which are in excess of the amount allowable as a

deduction under subparagraph (A).

(C) Unlimited deduction for certain individuals.—The
limitation in subparagraph (B) shall not apply in the case of an
individual if, in the taxable year and in 8 of the 1 o preceding tax-

able years, the amount of the charitable contributions, plus the

amount of income tax (determined without regard to chapter 2,

relating to tax on self-employment income) paid during such year

in respect of such year or preceding taxable years, exceeds 90 per-

cent of the taxpayer's taxable income for such year, computed
without regard to

—

(i) this section,

(ii) section 151 (allowance of deductions for personal exemp-
tions), and

(iii) any net operating loss carryback to the taxable year under

section 172.

(D) Denial of deduction in case of certain transfers in

trust.—No deduction shall be allowed under this section for the

value of any interest in property transferred after March 9, 1 954,
to a trust if—

(i) the grantor has a reversionary interest in the corpus or

income of that portion of the trust with respect to which a deduc-

tion would (but for this subparagraph) be allowable under this

section; and

(ii) at the time of the transfer the value of such reversionary

interest exceeds 5 percent of the value of the property constitut-

ing such portion of the trust.

For purposes of this subparagraph, a power exercisable by the

grantor or a nonadverse party (within the meaning of section

672 (b) ), or both, to revest in the grantor property or income

therefrom shall be treated as a reversionary interest.
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(2) Corporations.— In the case of a corporation, the total deduc-

tions under subsection (a) for any taxable year shall not exceed 5 per-

cent of the taxpayer's taxable income computed without regard to—

(A) this section,

(B) part VIII (except section 248),

(C) any net operating loss carryback to the taxable year under

section 172, and

(D) section 922 (special deduction for Western Hemisphere
trade corporations).

Any contribution made by a corporation in a taxable year to which
this section applies in excess of the amount deductible in such year

under the foregoing limitation shall be deductible in each of the two
succeeding taxable years in order of time, but only to the extent of

the lesser of the two following amounts: (i) the excess of the maximum
amount deductible for such succeeding taxable year under the fore-

going limitation over the contributions made in such year; and (ii)

in the case of the first succeeding taxable year the amount of such

excess contribution, and in the case of the second succeeding taxable

year the portion of such excess contribution not deductible in the

first succeeding taxable year.

(c) Charitable Contribution Defined.—For purposes of this sec-

tion, the term "charitable contribution" means a contribution or gift

to or for the use of—

(1) A State, a Territory, a possession of the United States, or any
political subdivision of any of the foregoing, or the United States or

the District of Columbia, but only if the contribution or gift is made
for exclusively public purposes.

(2) A corporation, trust, or community chest, fund, or founda-

tion—

(A) created or organized in the United States or in any posses-

sion thereof, or under the law of the United States, any State or

Territory, the District of Columbia, or any possession of the

United States;

(B) organized and operated exclusively for religious, charitable,

scientific, literary, or educational purposes or for the prevention

of cruelty to children or animals;

(C) no part of the net earnings of which inures to the benefit

of any private shareholder or individual; and

(D) no substantial part of the activities of which is carrying on
propaganda, or otherwise attempting, to influence legislation.
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A contribution or gift by a corporation to a trust, chest, fund, or

foundation shall be deductible by reason of this paragraph only if it

is to be used within the United States or any of its possessions

exclusively for purposes specified in subparagraph (B).

(3) A post or organization of war veterans, or an auxiliary unit

or society of, or trust or foundation for, any such post or organiza-

tion—

(A) organized in the United States or any of its possessions,

and

(B) no part of the net earnings of which inures to the benefit

of any private shareholder or individual.

(4) In the case of a contribution or gift by an individual, a domes-

tic fraternal society, order, or association, operating under the lodge

system, but only if such contribution or gift is to be used exclusively

for religious, charitable, scientific, literary, or educational purposes,

or for the prevention of cruelty to children or animals.

(5) A cemetery company owned and operated exclusively for the

benefit of its members, or any corporation chartered solely for burial

purposes as a cemetery corporation and not permitted by its charter

to engage in any business not necessarily incident to that purpose, if

such company or corporation is not operated for profit and no part

of the net earnings of such company or corporation inures to the

benefit of any private shareholder or individual.

(d) Disallowance of Deductions in Certain Cases.—

(1) For disallowance of deductions in case of contributions or

gifts to charitable organizations engaging in prohibited transac-

tions, see section 503 (e).

(2) For disallowance of deductions for contributions to or for

the use of communist controlled organizations, see section 1 1 (a)

of the Internal Security Act of 1950 (64 Stat. 996; 50 U. S. C.

79°) •

Subchapter F. Exempt Organizations

sec. 501. exemption from tax on corporations, certain trusts, etc.

(a) Exemption From Taxation.—An organization described in sub-

section (c) or (d) or section 401 (a) shall be exempt from taxation under

this subtitle unless such exemption is denied under section 502, 503, or

504-

(b) Tax on Unrelated Business Income.—An organization exempt

from taxation under subsection (a) shall be subject to tax to the extent

provided in part II of this subchapter (relating to tax on unrelated
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income), but, notwithstanding part II, shall be considered an organiza-

tion exempt from income taxes for the purpose of any law which refers

to organizations exempt from income taxes.

(c) List of Exempt Organizations.—The following organizations

are referred to in subsection (a)

:

(3) Corporations, and any community chest, fund, or foundation,

organized and operated exclusively for religious, charitable, scien-

tific, testing for public safety,
1 literary, or educational purposes, or for

the prevention of cruelty to children or animals, no part of the net

earnings of which inures to the benefit of any private shareholder or

individual, no substantial part of the activities of which is carrying on
propaganda, or otherwise attempting, to influence legislation, and

which does not participate in, or intervene in {including the publishing or

distributing of statements), any political campaign on behalf of any candidate

for public office.

SEC. 502. FEEDER ORGANIZATIONS

An organization operated for the primary purpose of carrying on a

trade or business for profit shall not be exempt under section 501 on
the ground that all of its profits are payable to one or more organiza-

tions exempt under section 501 from taxation. For purposes of this

section, the term "trade or business" shall not include the rental by an

organization of its real property (including personal property leased

with the real property).

SEC. 503. REQUIREMENTS FOR EXEMPTION

(a) Denial of Exemption to Organizations Engaged in Pro-
hibited Transactions.—

(1) General rule.—An organization described in section 501

(c) (3) which is subject to the provisions of this section shall not be

exempt from taxation under section 501 (a) if it has engaged in a

prohibited transaction after July 1, 1950; and an organization de-

scribed in section 401 (a) which is subject to the provisions of this

section shall not be exempt from taxation under section 501 (a) if it

has engaged in a prohibited transaction after March 1, 1954.

(2) Taxable years affected.—An organization described in

section 501 (c) (3) or section 401 (a) shall be denied exemption from
taxation under section 501 (a) by reason of paragraph (1) only for

taxable years after the taxable year during which it is notified by the

1 Italics added, to indicate additions to the previous Section 101 (6).
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Secretary or his delegate that it has engaged in a prohibited transac-

tion, unless such organization entered into such prohibited transac-

tion with the purpose of diverting corpus or income of the organiza-

tion from its exempt purposes, and such transaction involved a

substantial part of the corpus or income of such organization.

(b) Organizations to Which Section Applies.—This section shall

apply to any organization described in section 501 (c) (3) or section

401 (a) except

—

(1) a religious organization (other than a trust);

(2) an educational organization which normally maintains a reg-

ular faculty and curriculum and normally has a regularly enrolled

body of pupils or students in attendance at the place where its

educational activities are regularly carried on;

(3) an organization which normally receives a substantial part of

its support (exclusive of income received in the exercise or perform-

ance by such organization of its charitable, educational, or other pur-

pose or function constituting the basis for its exemption under sec-

tion 501 (a) ) from the United States or any State or political sub-

division thereof or from direct or indirect contributions from the

general public;

(4) an organization which is operated, supervised, controlled, or

principally supported by a religious organization (other than a trust)

which is itself not subject to the provisions of this section; and

(5) an organization the principal purposes or functions of which

are the providing of medical or hospital care or medical education

or medical research or agricultural research.

(c) Prohibited Transactions.—For purposes of this section, the

term "prohibited transaction" means any transaction in which an

organization subject to the provisions of this section

—

(1) lends any part of its income or corpus, without the receipt of

adequate security and a reasonable rate of interest, to;

(2) pays any compensation, in excess of a reasonable allowance for

salaries or other compensation for personal services actually rendered,

to;

(3) makes any part of its services available on a preferential basis to;

(4) makes any substantial purchase of securities or any other

property, for more than adequate consideration in money or money's

worth, from;

(5) sells any substantial part of its securities or other property, for

less than an adequate consideration in money or money's worth, to;

or
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(6) engages in any other transaction which results in a substantial

diversion of its income or corpus to;

the creator of such organization (if a trust) ; a person who has made a

substantial contribution to such organization; a member of the family

(as defined in section 267 (c) (4) ) of an individual who is the creator

of such trust or who has made a substantial contribution to such organ-

ization; or a corporation controlled by such creator or person through

the ownership, directly or indirectly, of 50 percent or more of the total

combined voting power of all classes of stock entitled to vote or 50 per-

cent or more of the total value of shares of all classes of stock of the

corporation.

(d) Future Status of Organizations Denied Exemption.—Any
organization described in section 501 (c) (3) or section 401 (a) which is

denied exemption under section 501 (a) by reason of subsection (a) of

this section, with respect to any taxable year following the taxable year

in which notice of denial of exemption was received, may, under reg-

ulations prescribed by the Secretary or his delegate, file claim for

exemption, and if the Secretary or his delegate, pursuant to such reg-

ulations, is satisfied that such organization will not knowingly again

engage in a prohibited transaction, such organization shall be exempt
with respect to taxable years after the year in which such claim is filed.

(e) Disallowance of Certain Charitable, etc., Deductions.—
No gift or bequest for religious, charitable, scientific, literary, or educa-

tional purposes (including the encouragement of art and the prevention

of cruelty to children or animals), otherwise allowable as a deduction

under section 170, 642 (c), 545 (b) (2), 2055, 2106 (a) (2), or 2522,

shall be allowed as a deduction if made to an organization described

in section 501 (c) (3) which, in the taxable year of the organization in

which the gift or bequest is made, is not exempt under section 501 (a)

by reason of this section. With respect to any taxable year of the organ-

ization for which the organization is not exempt pursuant to subsection

(a) by reason of having engaged in a prohibited transaction with the

purpose of diverting the corpus or income of such organization from its

exempt purposes and such transaction involved a substantial part of

such corpus or income, and which taxable year is the same, or prior to

the, taxable year of the organization in which such transaction occurred,

such deduction shall be disallowed the donor only if such donor or

(if such donor is an individual) any member of his family (as defined

in section 267 (c) (4) ) was a party to such prohibited transaction.

(f) Definition.—For purposes of this section, the term "gift or be-

quest" means any gift, contribution, bequest, devise, legacy, or transfer.
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SEC. 504. DENIAL OF EXEMPTION

(a) General Rule.— In the case of any organization described in

section 501 (c) (3) to which section 503 is applicable, exemption under
section 501 shall be denied for the taxable year if the amounts accumu-
lated out of income during the taxable year or any prior taxable year

and not actually paid out by the end of the taxable year—

(1) are unreasonable in amount or duration in order to carry out

the charitable, educational, or other purpose or function constituting

the basis for exemption under section 501 (a) of an organization

described in section 501 (c) (3); or

(2) are used to a substantial degree for purposes or functions other

than those constituting the basis for exemption under section 501 (a)

of an organization described in section 501 (c) (3); or

(3) are invested in such a manner as to jeopardize the carrying out

of the charitable, educational, or other purpose or function constitut-

ing the basis for exemption under section 501 (a) of an organization

described in section 501 (c) (3).

Paragraph (1) shall not apply to income attributable to property of a

decedent dying before January 1, 1951, which is transferred under his

will to a trust created by such will. In the case of a trust created by the

will of a decedent dying on or after January 1, 1951, if income is re-

quired to be accumulated pursuant to the mandatory terms of the will

creating the trust, paragraph (1) shall apply only to income accumu-
lated during a taxable year of the trust beginning more than 21 years

after the date of death of the last life in being designated in the trust

instrument.

(b) Cross References.—

For limitation on charitable contributions in case of unreason-

able accumulations by certain trusts, see section 681 (c) (2).

SEC. 5II. IMPOSITION OF TAX ON UNRELATED BUSINESS INCOME OF

CHARITABLE, ETC., ORGANIZATIONS

(a) Charitable, Etc., Organizations Taxable at Corporation

Rates.—
(1) Imposition of tax.—There is hereby imposed for each tax-

able year on the unrelated business taxable income (as defined in

section 512) of every organization described in paragraph (2) a

normal tax and a surtax computed as provided in section 11. In

making such computation for purposes of this section, the term

"taxable income" as used in section 1 1 shall be read as "unrelated

business taxable income."
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(2) Organizations subject to tax.—

(A) Organizations described in section 501 (c) (2), (3), (5),

and (6), and section 401 (a).—The taxes imposed by paragraph

(1) shall apply in the case of any organization (other than a

church, a convention or association of churches, or a trust de-

scribed in subsection (b) ) which is exempt, except as provided in

this part, from taxation under this subtitle by reason of section

401 (a) or of paragraph (3), (5), or (6) of section 501 (c). Such
taxes shall also apply in the case of a corporation described in

section 501 (c) (2) if the income is payable to an organization

which itself is subject to the taxes imposed by paragraph (1) or

to a church or to a convention or association of churches.

(B) State colleges and universities.—The taxes imposed

by paragraph (1) shall apply in the case of any college or univer-

sity which is an agency or instrumentality of any government or

any political subdivision thereof, or which is owned or operated

by a government or any political subdivision thereof, or by any

agency or instrumentality of one or more governments or political

subdivisions. Such taxes shall also apply in the case of any cor-

poration wholly owned by one or more such colleges or universities.

(b) Tax on Charitable, etc., Trusts.—

(1) Imposition of tax.—There is hereby imposed for each taxable

year on the unrelated business taxable income of every trust de-

scribed in paragraph (2) a tax computed as provided in section 1.

In making such computation for purposes of this section, the term

"taxable income" as used in section 1 shall be read as "unrelated

business taxable income" as defined in section 512.

(2) Charitable, etc., trusts subject to tax.—The tax imposed

by paragraph (1) shall apply in the case of any trust which is exempt,

except as provided in this part, from taxation under this subtitle by
reason of section 501 (c) (3) or section 401 (a) and which, if it were

not for such exemption, would be subject to subchapter J (sec. 641

and following, relating to estates, trusts, beneficiaries, and decedents).

(c) Effective Date.—The tax imposed by this section shall apply,

in the case of a trust described in section 401 (a), only for taxable years

beginning after June 30, 1954.

SEC. 512. UNRELATED BUSINESS TAXABLE INCOME

(a) Definition.—The term "unrelated business taxable income"
means the gross income derived by any organization from any unrelated

trade or business (as defined in section 513) regularly carried on by it,

less the deductions allowed by this chapter which are directly con-
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nected with the carrying on of such trade or business, both computed
with the exceptions, additions, and limitations provided in subsection

(b). In the case of an organization described in section 511 which is a

foreign organization, the unrelated business taxable income shall be its

unrelated business taxable income derived from sources within the

United States determined under subchapter N (sec. 861 and following,

relating to tax based on income from sources within or without the

United States).

(b) Exceptions, Additions, and Limitations.—The exceptions, ad-

ditions, and limitations applicable in determining unrelated business

taxable income are the following:

(1) There shall be excluded all dividends, interest, and annuities,

and all deductions directly connected with such income.

(2) There shall be excluded all royalties (including overriding

royalties) whether measured by production or by gross or taxable

income from the property, and all deductions directly connected

with such income.

(3) There shall be excluded all rents from real property (including

personal property leased with the real property), and all deductions

directly connected with such rents.

(4) Notwithstanding paragraph (3), in the case of a business lease

(as defined in section 5 1 4) there shall be included, as an item of gross

income derived from an unrelated trade or business, the amount
ascertained under section 514 (a) (1), and there shall be allowed, as a

deduction, the amount ascertained under section 514 (a) (2).

(5) There shall be excluded all gains or losses from the sale, ex-

change, or other disposition of property other than—

(A) stock in trade or other property of a kind which would
properly be includible in inventory if on hand at the close of the

taxable year, or

(B) property held primarily for sale to customers in the ordinary

course of the trade or business.

This paragraph shall not apply with respect to the cutting of timber

which is considered, on the application of section 631, as a sale or

exchange of such timber.

(6) The net operating loss deduction provided in section 1 72 shall

be allowed, except that

—

(A) the net operating loss for any taxable year, the amount of

the net operating loss carryback or carryover to any taxable year,

and the net operating loss deduction for any taxable year shall be
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determined under section 172 without taking into account any

amount of income or deduction which is excluded under this part

in computing the unrelated business taxable income; and

(B) the terms "preceding taxable year" and "preceding taxable

years" as used in section 172 shall not include any taxable year for

which the organization was not subject to the provisions of this

part.

(7) There shall be excluded all income derived from research for

(A) the United States, or any of its agencies or instrumentalities, or

(B) any State or political subdivision thereof; and there shall be ex-

cluded all deductions directly connected with such income.

(8) In the case of a college, university, or hospital, there shall be

excluded all income derived from research performed for any person,

and all deductions directly connected with such income.

(9) In the case of an organization operated primarily for purposes

of carrying on fundamental research the results of which are freely

available to the general public, there shall be excluded all income

derived from research performed for any person, and all deductions

directly connected with such income.

(10) In the case of any organization described in section 511 (a),

the deduction allowed by section 170 (relating to charitable etc.

contributions and gifts) shall be allowed (whether or not directly

connected with the carrying on of the trade or business), but shall

not exceed 5 percent of the unrelated business taxable income com-
puted without the benefit of this paragraph.

(11) In the case of any trust described in section 511 (b), the

deduction allowed by section 170 (relating to charitable etc. con-

tributions and gifts) shall be allowed (whether or not directly con-

nected with the carrying on of the trade or business), and for such

purpose a distribution made by the trust to a beneficiary described

in section 170 shall be considered as a gift or contribution. The
deduction allowed by this paragraph shall be allowed with the limita-

tions prescribed in section 170 (b) (1) (A) and (B) determined with

reference to the unrelated business taxable income computed without

the benefit of this paragraph (in lieu of with reference to adjusted

gross income).

(12) There shall be allowed a specific deduction of $1,000.

(c) Special Rules Applicable to Partnerships.— If a trade or

business regularly carried on by a partnership of which an organization

is a member is an unrelated trade or business with respect to such

organization, such organization in computing its unrelated business

taxable income shall, subject to the exceptions, additions, and limita-



402 PHILANTHROPIC FOUNDATIONS

tions contained in subsection (b), include its share (whether or not dis-

tributed) of the gross income of the partnership from such unrelated

trade or business and its share of the partnership deductions directly

connected with such gross income. If the taxable year of the organi-

zation is different from that of the partnership, the amounts to be so

included or deducted in computing the unrelated business taxable in-

come shall be based upon the income and deductions of the partnership

for any taxable year of the partnership ending within or with the

taxable year of the organization.

SEC. 513. UNRELATED TRADE OR BUSINESS

(a) General Rule.—The term "unrelated trade or business"

means, in the case of any organization subject to the tax imposed by
section 511, any trade or business the conduct of which is not sub-

stantially related (aside from the need of such organization for income
or funds or the use it makes of the profits derived) to the exercise or

performance by such organization of its charitable, educational, or

other purpose or function constituting the basis for its exemption under
section 501 (or, in the case of an organization described in section 511

(a) (2) (B), to the exercise or performance of any purpose or function

described in section 501 (c) (3) ), except that such term does not include

any trade or business—

(1) in which substantially all the work in carrying on such trade

or business is performed for the organization without compensation;

or

(2) which is carried on, in the case of an organization described in

section 501 (c) (3) or in the case of a college or university described

in section 511 (a) (2) (B), by the organization primarily for the con-

venience of its members, students, patients, officers, or employees; or

(3) which is the selling of merchandise, substantially all of which

has been received by the organization as gifts or contributions.

(b) Special Rule for Trusts.—The term "unrelated trade or busi-

ness" means, in the case of

—

( 1 ) a trust computing its unrelated business taxable income under

section 512 for purposes of section 681 ; or

(2) a trust described in section 401 (a) which is exempt from tax

under section 501 (a);

any trade or business regularly carried on by such trust or by a partner-

ship of which it is a member.

(c) Special Rule for Certain Publishing Businesses.— If a pub-

lishing business carried on by an organization during a taxable year

beginning before January 1, 1953, is, without regard to this subsection,
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an unrelated trade or business, but before the beginning of the third

succeeding taxable year the business is carried on by it (or by a suc-

cessor who acquired such business in a liquidation which would have

constituted a tax-free exchange under section 112 (b) (6) of the Internal

Revenue Code of 1939) in such manner that the conduct thereof is

substantially related to the exercise or performance by such organiza-

tion (or such successor) of its educational or other purpose or function

described in section 501 (c) (3), such publishing business shall not be

considered, for the taxable year, as an unrelated trade or business.

SEC. 514. BUSINESS LEASES

(a) Business Lease Rents and Deductions.— In computing under

section 512 the unrelated business taxable income for any taxable year

—

(1) Percentage of rents taken into account.—There shall be

included with respect to each business lease, as an item of gross

income derived from an unrelated trade or business, an amount
which is the same percentage (but not in excess of 100 percent) of the

total rents derived during the taxable year under such lease as (A)

the business lease indebtedness, at the close of the taxable year, with

respect to the premises covered by such lease is of (B) the adjusted

basis, at the close of the taxable year, of such premises.

(2) Percentage of deductions taken into account.—There
shall be allowed with respect to each business lease, as a deduction to

be taken into account in computing unrelated business taxable in-

come, an amount determined by applying the percentage derived

under paragraph (1) to the sum determined under paragraph (3).

(3) Deductions allowable.—The sum referred to in paragraph

(2) is the sum of the following deductions allowable under this

chapter:

(A) Taxes and other expenses paid or accrued during the tax-

able year on or with respect to the real property subject to the

business lease.

(B) Interest paid or accrued during the taxable year on the

business lease indebtedness.

(C) A reasonable allowance for exhaustion, wear and tear (in-

cluding a reasonable allowance for obsolescence) of the real prop-

erty subject to such lease.

Where only a portion of the real property is subject to the business

lease, there shall be taken into account under subparagraphs (A),

(B), and (C) only those amounts which are properly allocable to the

premises covered by such lease.
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(b) Definition of Business Lease.—

(1) General rule.—For purposes of this section, the term "busi-

ness lease" means a lease for a term of more than 5 years of real

property by an organization (or by a partnership of which it is a

member), if at the close of the lessor's taxable year there is a business

lease indebtedness (as defined in subsection (c) ) with respect to such

property.

(2) Special rules for applying paragraph (1).—For purposes

of paragraph (1)
—

(A) In computing the term of a lease which contains an option

for renewal or extension, the term of such lease shall be considered

as including any period for which such option may be exercised;

and the term of any lease made pursuant to an exercise of such

option shall include the period during which the prior lease was
in effect. If real property is acquired subject to a lease, the term

of such lease shall be considered to begin on the date of such

acquisition.

(B) If the property has been occupied by the same lessee for a

total period of more than 5 years commencing not earlier than the

date of acquisition of the property by the organization or trust

(whether such occupancy is under one or more leases, renewals,

extensions, or continuations thereof), the occupancy of such lessee

shall be considered to be under a lease for a term of more than

5 years within the meaning of paragraph (1). However, subsec-

tion (a) shall apply in the case of a tenancy described in this sub-

paragraph (and not within subparagraph (A) ) only with respect

to the sixth and succeeding years of occupancy by the same lessee.

For purposes of this subparagraph, the term "same lessee" shall

include any lessee of the property whose relationship with a lessee

of the same property is such that losses in respect of sales or ex-

changes of property between the 2 lessees would be disallowed

under section 267 (a).

(3) Exceptions.—

(A) No lease shall be considered a business lease if—

(i) such lease is entered into primarily for purposes which are

substantially related (aside from the need of such organization

for income or funds or the use it makes of the rents derived) to

the exercise or performance by such organization of its chari-

table, educational, or other purpose or function constituting the

basis for its exemption under section 501, or

(ii) the lease is of premises in a building primarily designed

for occupancy, and occupied, by the organization.



SELECTIONS FROM INTERNAL REVENUE CODE 405

(B) If a lease for more than 5 years to a tenant is for only a

portion of the real property, and space in the real property is

rented during the taxable year under a lease for not more than

5 years to any other tenant of the organization, leases of the real

property for more than 5 years shall be considered as business

leases during the taxable year only if

—

(i) the rents derived from the real property during the taxable

year under leases for more than 5 years (not including, as a lease

for more than 5 years, an occupancy which is considered as such

a lease by reason of paragraph (2) (B) ) represent 50 percent or

more of the total rents derived during the taxable year from the

real property; or the area of the premises occupied under leases

for more than 5 years (not including, as a lease for more than

5 years, an occupancy which is considered as such a lease by
reason of paragraph (2) (B) ) represents, at any time during

the taxable year, 50 percent or more of the total area of the real

property rented at such time; or

(ii) the rent derived from the real property during the taxable

year from any tenant under a lease for more than 5 years (includ-

ing as a lease for more than 5 years an occupancy which is con-

sidered as such a lease by reason of paragraph (2) (B) ), or from

a group of tenants (under such leases) who are either members
of an affiliated group (as defined in section 1 504) or partners,

represents more than 1 o percent of the total rents derived during

the taxable year from such property; or the area of the premises

occupied by any one such tenant, or by any such group of

tenants, represents at any time during the taxable year more
than 10 percent of the total area of the real property rented at

such time.

In the application of clause (i), if during the last half of the term

of a lease a new lease is made to take effect after the expiration of

such lease, the unexpired portion of such lease on the date the

second lease is made shall not be treated as a part of the term of

the second lease.

(c) Business Lease Indebtedness.—

(1) General rule.—The term "business lease indebtedness"

means, with respect to any real property leased for a term of more
than 5 years, the unpaid amount of—

(A) the indebtedness incurred by the lessor in acquiring or

improving such property;
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(B) the indebtedness incurred before the acquisition or improve-

ment of such property if such indebtedness would not have been
incurred but for such acquisition or improvement; and

(C) the indebtedness incurred after the acquisition or improve-

ment of such property if such indebtedness would not have been
incurred but for such acquisition or < improvement and the incur-

rence of such indebtedness was reasonably foreseeable at the time

of such acquisition or improvement.

(2) Property acquired subject to mortgage, etc.—Where real

property is acquired subject to a mortgage or other similar lien, the

amount of the indebtedness secured by such mortgage or lien shall be

considered (whether the acquisition was by gift, devise, or purchase)

as an indebtedness of the lessor incurred in acquiring such property

even though the lessor did not assume or agree to pay such indebted-

ness, except that where real property was acquired by gift, bequest,

or devise before July 1, 1950, subject to a mortgage or other similar

lien, the amount of such mortgage or other similar lien shall not be

considered as an indebtedness of the lessor incurred in acquiring

such property.

(3) Certain property acquired by gift, etc.—Where real prop-

erty was acquired by gift, bequest, or devise before July 1, 1950,

subject to a lease requiring improvements in such property on the

happening of stated contingencies, indebtedness incurred in improv-

ing such property in accordance with the terms of such lease shall not

be considered as an indebtedness for purposes of this subsection.

(4) Certain corporations described in section 501 (c) (2).— In

the case of a corporation described in section 501 (c) (2), all of the

stock of which was acquired before July 1 , 1 950, by an organization

described in paragraph (3), (5), or (6) of section 501 (c) (and more
than one-third of such stock was acquired by such organization by

gift or bequest), any indebtedness incurred by such corporation before

July 1 , 1 950, and any indebtedness incurred by such corporation on

or after such date in improving real property in accordance with the

terms of a lease entered into before such date, shall not be considered

as an indebtedness with respect to such corporation or such organiza-

tion for purposes of this subsection.

(6) Business lease on portion of property.— In determining the

amount of the business lease indebtedness where only a portion of the

real property is subject to a business lease, proper allocation to the

premises covered by such lease shall be made of the indebtedness

incurred by the lessor with respect to the real property.
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(d) Personal Property Leased With Real Property.—For pur-

poses of this section, the term "real property" and the term "premises"

include personal property of the lessor leased by it to a lessee of its real

estate if the lease of such personal property is made under, or in con-

nection with, the lease of such real estate.

SEC. 515. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF THE UNITED

STATES

The amount of taxes imposed by foreign countries and possessions of

the United States shall be allowed as a credit against the tax of an
organization subject to the tax imposed by section 511 to the extent

provided in section 90 1 ; and in the case of the tax imposed by section

511, the term "taxable income" as used in section 901 shall be read

as "unrelated business taxable income."

Subchapter G. Corporations Used to Avoid Income Tax on Shareholders

SEC. 545. UNDISTRIBUTED PERSONAL HOLDING COMPANY INCOME

(a) Definition.—For purposes of this part, the term "undistributed

personal holding company income" means the taxable income of a

personal holding company adjusted in the manner provided in sub-

section (b), minus the dividends paid deduction as defined in section

561.

(b) Adjustments to Taxable Income.—For the purposes of sub-

section (a), the taxable income shall be adjusted as follows:

(2) Charitable contributions.—The deduction for charitable

contributions provided under section 1 70 shall be allowed but with

the limitations in section 170 (b) (1) (A) and (B) (in lieu of the

limitation in section 1 70 (b) (2) ). For purposes of this paragraph, the

term "adjusted gross income" when used in section 1 70 (b) (1) means
the taxable income computed with the adjustments provided in sec-

tion 1 70 (b) (2) and without the deduction of the amount disallowed

under paragraph (8) of this subsection.

Subchapter J. Estates, Trusts, Beneficiaries, and Decedents

sec. 642. SPECIAL rules for credits and deductions

(c) Deduction for Amounts Paid or Permanently Set Aside for
a Charitable Purpose.— In the case of an estate or trust (other than

a trust meeting the specifications of subpart B) there shall be allowed
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as a deduction in computing its taxable income (in lieu of the deduc-

tions allowed by section 170 (a), relating to deduction for charitable,

etc., contributions and gifts) any amount of the gross income, without

limitation, which pursuant to the terms of the governing instrument is,

during the taxable year, paid or permanently set aside for a purpose

specified in section 170 (c), or is to be used exclusively for religious,

charitable, scientific, literary, or educational purposes or for the pre-

vention of cruelty to children or animals, or for the establishment,

acquisition, maintenance or operation of a public cemetery not operated

for profit. For this purpose, to the extent that such amount consists of

gain from the sale or exchange of capital assets held for more than 6

months, proper adjustment of the deduction otherwise allowable under
this subsection shall be made for any deduction allowable to the estate

or trust under section 1202 (relating to deduction for excess of capital

gains over capital losses). In the case of a trust, the deduction allowed

by this subsection shall be subject to section 681 (relating to unrelated

business income and prohibited transactions).

SEC. 68l. LIMITATION ON CHARITABLE DEDUCTION

(a) Trade or Business Income.—In computing the deduction allow-

able under section 642 (c) to a trust, no amount otherwise allowable

under section 642 (c) as a deduction shall be allowed as a deduction

with respect to income of the taxable year which is allocable to its

unrelated business income for such year. For purposes of the preceding

sentence, the term "unrelated business income" means an amount
equal to the amount which, if such trust were exempt from tax under

section 501 (a) by reason of section 501 (c) (3), would be computed as

its unrelated business taxable income under section 512 (relating to

income derived from certain business activities and from certain leases)

.

(b) Operations of Trusts.—

(1) Limitation on charitable, etc., deduction.—The amount
otherwise allowable under section 642 (c) as a deduction shall not

exceed 20 percent of the taxable income of the trust (computed with-

out the benefit of section 642 (c) but with the benefit of section

170 (b) (1) (A) ) if the trust has engaged in a prohibited transaction,

as defined in paragraph (2).

(2) Prohibited transactions.—For purposes of this subsection,

the term "prohibited transaction" means any transaction after

July 1, 1950, in which any trust while holding income or corpus

which has been permanently set aside or is to be used exclusively

for charitable or other purposes described in section 642 (c)—
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(A) lends any part of such income or corpus, without receipt of

adequate security and a reasonable rate of interest, to;

(B) pays any compensation from such income or corpus, in

excess of a reasonable allowance for salaries or other compensation

for personal services actually rendered, to;

(C) makes any part of its services available on a preferential

basis to;

(D) uses such income or corpus to make any substantial pur-

chase of securities or any other property, for more than an adequate

consideration in money or money's worth, from;

(E) sells any substantial part of the securities or other property

comprising such income or corpus, for less than an adequate

consideration in money or money's worth, to; or

(F) engages in any other transaction which results in a substan-

tial diversion of such income or corpus to;

the creator of such trust; any person who has made a substantial

contribution to such trust; a member of a family (as defined in

section 267 (c) (4) ) of an individual who is the creator of the trust

or who has made a substantial contribution to the trust; or a cor-

poration controlled by any such creator or person through the

ownership, directly or indirectly, of 50 percent or more of the total

combined voting power of all classes of stock entitled to vote or 50
percent or more of the total value of shares of all classes of stock of

the corporation.

(3) Taxable years affected.—The amount otherwise allowable

under section 642 (c) as a deduction shall be limited as provided in

paragraph (1) only for taxable years after the taxable year during

which the trust is notified by the Secretary that it has engaged in

such transaction, unless such trust entered into such prohibited

transaction with the purpose of diverting such corpus or income from

the purposes described in section 642 (c), and such transaction in-

volved a substantial part of such corpus or income.

(4) Future charitable, etc., deductions of trusts denied

deduction under paragraph (3).— If the deduction of any trust

under section 642 (c) has been limited as provided in this subsection,

such trust, with respect to any taxable year following the taxable year

in which notice is received of limitation of deduction under section

642 (c), may, under regulations prescribed by the Secretary or his

delegate, file claim for the allowance of the unlimited deduction

under section 642 (c), and if the Secretary, pursuant to such regula-

tions, is satisfied that such trust will not knowingly again engage in a

prohibited transaction, the limitation provided in paragraph ( 1 ) shall



PHILANTHROPIC FOUNDATIONS

not apply with respect to taxable years after the year in which such

claim is filed.

(5) Disallowance of certain charitable, etc., deductions.—
No gift or bequest for religious, charitable, scientific, literary, or

educational purposes (including the encouragement of art and the

prevention of cruelty to children or animals), otherwise allowable

as a deduction under section 170, 545 (b) (2), 642 (c), 2055, 2106
(a) (2), or 2522, shall be allowed as a deduction if made in trust and,

in the taxable year of the trust in which the gift or bequest is made,
the deduction allowed the trust under section 642 (c) is limited by
paragraph (1). With respect to any taxable year of a trust in which
such deduction has been so limited by reason of entering into a

prohibited transaction with the purpose of diverting such corpus or

income from the purposes described in section 642 (c), and such

transaction involved a substantial part of such income or corpus, and
which taxable year is the same, or before the, taxable year of the

trust in which such prohibited transaction occurred, such deduction

shall be disallowed the donor only if such donor or (if such donor is

an individual) any member of his family (as defined in section 267
(c) (4) ) was a party to such prohibited transaction.

(6) Definition.—For purposes of this subsection, the term "gift

or bequest" means any gift, contribution, bequest, devise, or legacy,

or any transfer without adequate consideration.

(c) Accumulated Income.— If the amounts permanently set aside,

or to be used exclusively for the charitable and other purposes described

in section 642 (c) during the taxable year or any prior taxable year and
not actually paid out by the end of the taxable year

—

(1) are unreasonable in amount or duration in order to carry out

such purposes of the trust;

(2) are used to a substantial degree for purposes other than those

prescribed in section 642 (c) ; or

(3) are invested in such a manner as to jeopardize the interests of

the religious, charitable, scientific, etc., beneficiaries,

the amount otherwise allowable under section 642 (c) as a deduction

shall be limited to the amount actually paid out during the taxable year

and shall not exceed 20 percent of the taxable income of the trust

(computed without the benefit of section 642 (c) but with the benefit

of section 170 (b) (1) (A) ). Paragraph (1) shall not apply to income

attributable to property of a decedent dying before January 1, 1951,

which is transferred under his will to a trust created by such will. In the

case of a trust created by the will of a decedent dying on or after

January 1, 1951, if income is required to be accumulated pursuant to
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the mandatory terms of the will creating the trust, paragraph (1) shall

apply only to income accumulated during a taxable year of the trust

beginning more than 21 years after the date of death of the last life in

being designated in the trust instrument,

(d) Gross Reference.—

For disallowance of certain charitable, etc., deductions other-

wise allowable under section 642 (c), see section 503 (e).

SUBTITLE B. ESTATE AND GIFT TAXES

Chapter i i . Estate Tax

Subchapter A. Estates of Citizens or Residents

SEC. 2055. TRANSFERS FOR PUBLIC, CHARITABLE, AND RELIGIOUS USES

(a) In General.—For purposes of the tax imposed by section 2001,

the value of the taxable estate shall be determined by deducting from

the value of the gross estate the amount of all bequests, legacies, devises,

or transfers (including the interest which falls into any such bequest,

legacy, devise, or transfer as a result of an irrevocable disclaimer of a

bequest, legacy, devise, transfer, or power, if the disclaimer is made
before the date prescribed for the filing of the estate tax return)—

(2) to or for the use of any corporation organized and operated

exclusively for religious, charitable, scientific, literary, or educational

purposes, including the encouragement of art and the prevention of

cruelty to children or animals, no part of the net earnings of which
inures to the benefit of any private stockholder or individual, and no
substantial part of the activities of which is carrying on propaganda,

or otherwise attempting, to influence legislation;

For purposes of this subsection, the complete termination before the

date prescribed for the filing of the estate tax return of a power to

consume, invade, or appropriate property for the benefit of an indi-

vidual before such power has been exercised by reason of the death of

such individual or for any other reason shall be considered and deemed
to be an irrevocable disclaimer with the same full force and effect as

though he had filed such irrevocable disclaimer.

(c) Death Taxes Payable Out of Bequests.— If the tax imposed

by section 2001, or any estate, succession, legacy, or inheritance taxes,
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are, either by the terms of the will, by the law of the jurisdiction under
which the estate is administered, or by the law of the jurisdiction im-

posing the particular tax, payable in whole or in part out of the be-

quests, legacies, or devises otherwise deductible under this section, then

the amount deductible under this section shall be the amount of such

bequests, legacies, or devises reduced by the amount of such taxes.

(d) Limitation on Deduction.—The amount of the deduction under
this section for any transfer shall not exceed the value of the transferred

property required to be included in the gross estate.

(e) Disallowance of Deductions in Certain Cases.—

For disallowance of certain charitable, etc., deductions other-

wise allowable under this section, see sections 504 and 681.

:Jc df/s sfc % sfs

Subchapter B. Estates of Nonresidents Mot Citizens

SEC. 2106. TAXABLE ESTATE

(a) Definition of Taxable Estate.—For purposes of the tax im-

posed by section 2101, the value of the taxable estate of every decedent

nonresident not a citizen of the United States shall be determined by
deducting from the value of that part of his gross estate which at the

time of his death is situated in the United States—

(2) Transfers for public, charitable, and religious uses.—

(A) In general.—The amount of all bequests, legacies, de-

vises, or transfers (including the interest which falls into any such

bequest, legacy, devise, or transfer as a result of an irrevocable

disclaimer of a bequest, legacy, devise, transfer, or power, if the

disclaimer is made before the date prescribed for the filing of the

estate tax return)—

(ii) to or for the use of any domestic corporation organized

and operated exclusively for religious, charitable, scientific,

literary, or educational purposes, including the encouragement

of art and the prevention of cruelty to children or animals, no

part of the net earnings of which inures to the benefit of any

private stockholder or individual, and no substantial part of the

activities of which is carrying on propaganda, or otherwise

attempting, to influence legislation; or
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(C) Death taxes payable out of bequests.— If the tax im-

posed by section 2 1 o 1 , or any estate, succession, legacy, or inherit-

ance taxes, are, either by the terms of the will, by the law of the

jurisdiction under which the estate is administered, or by the law

of the jurisdiction imposing the particular tax, payable in whole or

in part out of the bequests, legacies, or devises otherwise deductible

under this paragraph, then the amount deductible under this

paragraph shall be the amount of such bequests, legacies, or de-

vises reduced by the amount of such taxes.

(D) Limitation on deduction.—The amount of the deduction

under this paragraph for any transfer shall not exceed the value of

the transferred property required to be included in the gross estate.

(E) Disallowance of deductions in certain cases.—

For disallowance of certain charitable, etc., deductions other-

wise allowable under this paragraph, see sections 504 and 681.

Chapter 12. Gift Tax

Subchapter C. Deductions

SEC. 2522. CHARITABLE AND SIMILAR GIFTS

(a) Citizens or Residents.—In computing taxable gifts for the

calendar year, there shall be allowed as a deduction in the case of a citi-

zen or resident the amount of all gifts made during such year to or for

the use of—

(2) a corporation, or trust, or community chest, fund, or founda-

tion, organized and operated exclusively for religious, charitable,

scientific, literary, or educational purposes, including the encourage-

ment of art and the prevention of cruelty to children or animals, no
part of the net earnings of which inures to the benefit of any private

shareholder or individual, and no substantial part of the activities of

which is carrying on propaganda, or otherwise attempting, to influ-

ence legislation;

(b) Nonresidents.— In the case of a nonresident not a citizen of the

United States, there shall be allowed as a deduction the amount of all

gifts made during such year to or for the use of

—

(2) a domestic corporation organized and operated exclusively for

religious, charitable, scientific, literary, or educational purposes, in-
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eluding ' the encouragement of art and the prevention of cruelty to

children or animals, no part of the net earnings of which inures to the

benefit of any private shareholder or individual, and no substantial

part of the activities of which is carrying on propaganda, or otherwise

attempting, to influence legislation;

(3) a trust, or community chest, fund, or foundation, organized
and operated exclusively for religious, charitable, scientific, literary,

or educational purposes, including the encouragement of art and
the prevention of cruelty to children or animals, no substantial part

of the activities of which is carrying on propaganda, or otherwise

attempting, to influence legislation; but only if such gifts are to be
used within the United States exclusively for such purposes;

(c) Disallowance of Deductions in Certain Cases.—

For disallowance of certain charitable, etc., deductions other-

wise allowable under this section, see sections 504 and 681.

SUBTITLE C. EMPLOYMENT TAXES

Chapter 2 1 . Federal Insurance Contributions Act

Subchapter C. General Provisions

SEC. 31 21. DEFINITIONS

(k) Exemption of Religious, Charitable, and Certain Other
Organizations.—

(1) Waiver of exemption by organization.—An organization

described in section 501 (c) (3) which is exempt from income tax

under section 501 (a) may file a certificate (in such form and manner,

and with such official, as may be prescribed by regulations made
under this chapter) certifying that it desires to have the insurance

system established by title II of the Social Security Act extended to

service performed by its employees and that at least two-thirds of its

employees concur in the filing of the certificate. Such certificate may
be filed only if it is accompanied by a list containing the signature,

address, and social security account number (if any) of each em-
ployee who concurs in the filing of the certificate. Such list may be

amended, at any time prior to the expiration of the first month fol-

lowing the first calendar quarter for which the certificate is in effect,
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by filing with such official a supplemental list or lists containing the

signature, address, and social security account number (if any) of

each additional employee who concurs in the filing of the certificate.

The list and any supplemental list shall be filed in such form and
manner as may be prescribed by regulations made under this chapter.

The certificate shall be in effect (for purposes of subsection (b) (9) (B)

and for purposes of section 210 (a) (9) (B) of the Social Security Act)

for the period beginning with the first day following the close of the

calendar quarter in which such certificate is filed. The period for

which a certificate filed pursuant to this subsection or the correspond-

ing subsection of prior law is effective may be terminated by the

organization, effective at the end of a calendar quarter, upon giving

2 years' advance notice in writing, but only if, at the time of the

receipt of such notice, the certificate has been in effect for a period of

not less than 8 years. The notice of termination may be revoked by
the organization by giving, prior to the close of the calendar quarter

specified in the notice of termination, a written notice of such revoca-

tion. Notice of termination or revocation thereof shall be filed in such

form and manner, and with such official, as may be prescribed by
regulations made under this chapter.

(2) Termination of waiver period by secretary or his dele-

gate.— If the Secretary or his delegate finds that any organization

which filed a certificate pursuant to this subsection or the correspond-

ing subsection of prior law has failed to comply substantially with the

requirements applicable with respect to the taxes imposed by this

chapter or the corresponding provisions of prior law or is no longer

able to comply with the requirements applicable with respect to the

taxes imposed by this chapter, the Secretary or his delegate shall give

such organization not less than 60 days' advance notice in writing

that the period covered by such certificate will terminate at the end
of the calendar quarter specified in such notice. Such notice of

termination may be revoked by the Secretary or his delegate by giv-

ing, prior to the close of the calendar quarter specified in the notice

of termination, written notice of such revocation to the organization.

No notice of termination or of revocation thereof shall be given under
this paragraph to an organization without the prior concurrence of

the Secretary of Health, Education, and Welfare.

(3) No renewal of waiver.—In the event the period covered by
a certificate filed pursuant to this subsection or the corresponding

subsection of prior law is terminated by the organization, no certifi-

cate may again be filed by such organization pursuant to this

subsection.
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SUBTITLE D. MISCELLANEOUS EXCISE TAXES
Chapter 33. Facilities and Services

Subchapter A. Admissions and Dues

SEC. 4233. EXEMPTIONS

(a) Allowance.—No tax shall be imposed under section 4231 in

respect of:

(1) Certain religious, educational, or charitable entertain-

ments, etc.—

(A) In general.—Except as provided in subparagraph (C),

any admissions all the proceeds of which inure exclusively to the

benefit of

—

(iii) a corporation or any community chest, fund, or founda-

tion organized and operated exclusively for charitable purposes,

described in section 501 (c) (3) which is exempt from tax under

section 501 (a), if such corporation or organization is supported,

in whole or in part, by funds contributed by the United States

or any State or political subdivision thereof, or is primarily sup-

ported by contributions from the general public;

if no part of the net earnings thereof inures to the benefit of any

private stockholder or individual.

(C) Nonexempt admissions.—The exemption provided under

subparagraph (A) or (B) shall not apply in the case ofadmissionsto—

(i) any athletic game or exhibition unless the proceeds inure

exclusively to the benefit of an elementary or secondary school

or unless in the case of an athletic game between teams com-
posed of students from elementary or secondary schools, or col-

leges, the entire gross proceeds from such game inure to the

benefit of a hospital for crippled children,

(ii) wrestling matches, prize fights, or boxing, sparring, or

other pugilistic matches or exhibitions,

(iii) carnivals, rodeos (except as provided in paragraph (9) ),

or circuses in which any professional performer or operator

participates for compensation, or

(iv) any motion picture exhibition.

Clauses (i) and (ii) shall not apply in the case of any athletic event

between educational institutions held during the regular athletic

season for such event, if the proceeds therefrom inure exclusively to

the benefit of such institutions.
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SUBTITLE F. PROCEDURE AND ADMINISTRATION

Chapter 61. Information and Returns

Subchapter A. Returns and Records

SEC 6033. RETURNS BY EXEMPT ORGANIZATIONS

(a) General.— Every organization, except as hereinafter provided,

exempt from taxation under section 501 (a) shall file an annual return,

stating specifically the items of gross income, receipts, and disburse-

ments, and such other information for the purpose of carrying out the

provisions of subtitle A as the Secretary or his delegate may by forms or

regulations prescribe, and shall keep such records, render under oath

such statements, make such other returns, and comply with such rules

and regulations, as the Secretary or his delegate may from time to time

prescribe, except that, in the discretion of the Secretary or his delegate,

an organization described in section 401 (a) may be relieved from
stating in its return any information which is reported in returns filed

by the employer which established such organization. No such annual

return need be filed under this subsection by any organization exempt
from taxation under the provisions of section 501 (a)—

(1) which is a religious organization described in section 501 (c)

(3); or

(2) which is an educational organization described in section 501

(c) (3), if such organization normally maintains a regular faculty

and curriculum and normally has a regularly organized body of

pupils or students in attendance at the place where its educational

activities are regularly carried on; or

(3) which is a charitable organization, or an organization for the

prevention of cruelty to children or animals, described in section

501 (c) (3), if such organization is supported, in whole or in part, by
funds contributed by the United States or any State or political sub-

division thereof, or is primarily supported by contributions of the

general public; or

(4) which is an organization described in section 501 (c) (3), if

such organization is operated, supervised, or controlled by or in

connection with a religious organization described in paragraph (1);

or

(5) which is an organization described in section 501 (c) (8); or

(6) which is an organization described in section 501 (c) (1), if

such organization is a corporation wholly owned by the United

States or any agency or instrumentality thereof, or a wholly-owned

subsidiary of such a corporation.
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(b) Certain Organizations Described in Section 501 (c) (3).—
Every organization described in section 501 (c) (3) which is subject to

the requirements of subsection (a) shall furnish annually information,

at such time and in such manner as the Secretary or his delegate may
by forms or regulations prescribe, setting forth

—

(1) its gross income for the year,

(2) its expenses attributable to such income and incurred within

the year,

(3) its disbursements out of income within the year for the pur-

poses for which it is exempt,

(4) its accumulation of income within the year,

(5) its aggregate accumulations of income at the beginning of

the year,

(6) its disbursements out of principal in the current and prior

years for the purposes for which it is exempt, and

(7) a balance sheet showing its assets, liabilities, and net worth

as of the beginning of such year.

* ^ * * *

SEC. 6034. RETURNS BY TRUSTS CLAIMING CHARITABLE DEDUCTIONS UNDER
SECTION 642 (c)

(a) General Rule.— Every trust claiming a charitable, etc., deduc-

tion under section 642 (c) for the taxable year shall furnish such infor-

mation with respect to such taxable year as the Secretary or his dele-

gate may by forms or regulations prescribe, setting forth

—

(1) the amount of the charitable, etc., deduction taken under

section 642 (c) within such year (showing separately the amount of

such deduction which was paid out and the amount which was
permanently set aside for charitable, etc., purposes during such year),

(2) the amount paid out within such year which represents

amounts for which charitable, etc., deductions under section 642 (c)

have been taken in prior years,

(3) the amount for which charitable, etc., deductions have been

taken in prior years but which has not been paid out at the begin-

ning of such year,

(4) the amount paid out of principal in the current and prior years

for charitable, etc., purposes,

(5) the total income of the trust within such year and the expenses

attributable thereto, and

(6) a balance sheet showing the assets, liabilities, and net worth of

the trust as of the beginning of such year.
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(b) Exception.—This section shall not apply in the case of a taxable

year if all the net income for such year, determined under the applicable

principles of the law of trusts, is required to be distributed currently to

the beneficiaries.

Subchapter B. Miscellaneous Provisions

SEC. 6104. PUBLICITY OF INFORMATION REQUIRED FROM CERTAIN EXEMPT
ORGANIZATIONS AND CERTAIN TRUSTS

The information required to be furnished by sections 6033 (b) and

6034, together with the names and addresses of such organizations and
trusts, shall be made available to the public at such times and in such

places as the Secretary or his delegate may prescribe.

Chapter 66. Limitations

Subchapter A. Limitations on Assessment and Collection

SEC. 65OI. LIMITATIONS ON ASSESSMENT AND COLLECTION

(g) Certain Income Tax Returns of Corporations.—

(2) Exempt organizations.— If a taxpayer determines in good
faith that it is an exempt organization and files a return as such

under section 6033, and if such taxpayer is thereafter held to be a

taxable corporation for the taxable year for which the return is

filed, such return shall be deemed the return of the corporation for

purposes of this section.

Chapter 75. Crimes, Other Offenses, and Forfeitures

Subchapter A. Crimes

SEC. 7203. WILLFUL FAILURE TO FILE RETURN, SUPPLY INFORMATION, OR
PAY TAX

Any person required under this title to pay any estimated tax or tax,

or required by this title or by regulations made under authority thereof

to make a return (other than a return required under authority of

section 6015 or section 6016), keep any records, or supply any informa-

tion, who willfully fails to pay such estimated tax or tax, make such

return, keep such records, or supply such information, at the time or

times required by law or regulations, shall, in addition to other penal-

ties provided by law, be guilty of a misdemeanor and, upon conviction

thereof, shall be fined not more than $10,000, or imprisoned not more
than 1 year, or both, together with the costs of prosecution.
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SAMPLE FOUNDATION CHARTER1

CERTIFICATE OF INCORPORATION
OF

THE X FOUNDATION

(Pursuant to Membership Corporation Law)

We, the undersigned, desiring to form a membership corporation

pursuant to the Membership Corporation Law of the State of New
York, do hereby make, sign and acknowledge this certificate as follows:

First: The name of the corporation is THE X FOUNDATION.
Second: The purposes for which it is formed are as follows:

The corporation is organized and shall be operated exclusively

for religious, charitable, scientific, testing for public safety, literary,

or educational purposes. In furtherance of such purposes it may
promote, establish, conduct, and maintain activities on its own behalf

or it may contribute to or otherwise assist other corporations, organ-

izations, and institutions carrying on such activities or any thereof;

and for such purposes it may solicit and receive funds and other

property, real, personal, and mixed, and interests therein, by gift,

transfer, devise, or bequest, and invest, re-invest, hold, manage,
administer, expend, and apply such funds and property, subject to

such conditions and limitations, if any, as may be expressed in any
instrument evidencing such gift, transfer, devise, or bequest.

No part of the income or principal of the corporation shall inure

to the benefit of or be distributed to any member, director, or officer

of the corporation or any other private individual, but reimburse-

ment for expenditures or the payment of reasonable compensation

for services rendered shall not be deemed to be a distribution of

income or principal. The corporation shall not carry on propaganda,

or otherwise attempt, to influence legislation, nor participate in, nor

intervene in, any political campaign on behalf of any candidate for

public office.

1 Suitable as a channel for giving either by individuals or a corporation. The New
York locus is simply by way of example.
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Third : The territory in which its operations are principally to be

conducted is the United States of America.

Fourth: Its principal office is to be located at

Street, in the Borough of Manhattan, City,

County, and State of New York.

Fifth: The number of its directors shall be no fewer than three (3)

nor more than nine (9), as shall be provided from time to time in its

by-laws.

Sixth: The names and places of residence of its directors until the

first annual meeting are as follows:

Name Address

Seventh: All of the subscribers of this Certificate are of full age,

at least two-thirds of them are citizens of the United States of

America, and at least one of them is a resident of the State of New
York. Of the persons named as directors, at least one is a citizen of

the United States of America and a resident of the State ofNew York.

IN WITNESS WHEREOF, we have hereunto set our hands and
seals this day of

, 195. ..



APPENDIX D

CONSTITUTION
OF

RUSSELL SAGE FOUNDATION

Article I

Purpose

The purpose of this Corporation shall be to receive and manage a

fund or funds and to apply the income thereof, and at the discretion

of its Trustees any portion of the principal thereof the expenditure of

which is not restricted by the terms of gift, for the improvement of

social and living conditions in the United States of America. It shall be

within the purpose of the Corporation to use any means to that end
which from time to time shall seem expedient to its Members or

Trustees, including research, publication, education, the establishment

and maintenance of charitable or benevolent activities, agencies and
institutions, and the aid of any such activities, agencies, or institutions

already established.

Article II

Office

The principal office of the Corporation shall be located in the City,

County, and State of New York.

Article III

Members

Section i. The members of the Corporation shall be the present

members of the Board of Trustees of the Corporation and those persons

who shall hereafter be elected members of such board. A Trustee who
ceases to be a member of the Board of Trustees shall thereupon cease

to be a member of the Corporation.

Section 2. An annual meeting of the members of the Corporation shall

be held immediately preceding and at the place of each annual meeting

of the Board of Trustees for the purpose of electing Trustees and trans-

acting such other business as may properly come before the meeting.
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Section 3. Special meetings of the members of the Corporation may-

be called at any time by either the Board of Trustees or the Chairman
of the Board, and shall be called by the Chairman upon written request

of any three members of the Corporation. Such request shall specify the

date and purpose of the meeting.

Section 4. Written notice of the time, place, and purpose of the annual

meeting and of all other meetings of the members of the Corporation

shall be mailed by the Secretary to each member, addressed to him at

his address as it appears on the records of the Corporation, not less than

ten days and not more than forty days before the meeting.

Section 5. At all meetings of the members of the Corporation seven

members present in person or by proxy shall constitute a quorum for

the transaction of business, but a lesser number may adjourn the meet-

ing to a time and place specified.

Section 6. At all meetings of the members of the Corporation each

member may vote in person or by proxy.

Article IV

Board of Trustees

Section 1. The management of the Corporation shall be vested in a

board of twelve trustees or directors, which shall be known, and herein-

after referred to, as the Board of Trustees.

Section 2. The members of the Board of Trustees shall be the present

members of the Board and those persons hereafter elected to member-
ship in the Board.

Section 3. There shall be three classes of members within the Board of

Trustees, each class consisting of four members and having a term of

office of three years or until their successors are elected. The terms of

the three classes shall overlap in such a manner that the term of one

class shall be due to expire at each annual meeting of the Corporation.

At each annual meeting of the Corporation, members of the Board of

Trustees shall be elected to replace the members of the class whose
term of office expires at that time, and to fill any vacancy in another

class which may then exist.

Section 4. Vacancies in the Board of Trustees may be filled for unex-

pired terms by the Board of Trustees at any meeting of the Board.

Section 5. Any Trustee may resign at any time by written notice to the

Secretary of the Corporation.

Section 6. The Board of Trustees shall hold its meetings at such place

or places as the Board may from time to time determine.
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Section y. An annual meeting of the Board of Trustees shall be held on
the second Thursday of November each year, unless a different time is

fixed by the Board of Trustees. Other regular meetings shall be held on
the second Thursday of February and May each year, unless a different

time is fixed by the Board of Trustees or the Executive Committee.
Special meetings may be called by the Chairman of the Board, or in his

absence or inability to act by the Vice Chairman of the Board, and shall

be called by such officer on the written request of three members of

the Board.

Section 8. Written notice of the time and place of all meetings of the

Board of Trustees shall be mailed by the Secretary to each Trustee

at his address as it appears on the records of the Corporation, not less

than one week before the meeting. Notices of special meetings shall

state the purpose of the meeting.

Section g. At the meetings of the Board of Trustees, four members shall

constitute a quorum for the transaction of business, but a lesser number
may adjourn the meeting to a time and place specified.

Article V
Officers

Section i. The officers of the Corporation shall include a Chairman of

the Board, a Vice Chairman of the Board, a President, a Treasurer, and
a Secretary, who shall be elected by the Board of Trustees at its annual

meeting each year. The Board of Trustees may elect or provide for the

appointment of such other officers and agents as it may deem necessary

and may prescribe their terms of office and duties.

Section 2. The Chairman of the Board, the Vice Chairman of the

Board, and the President must be members of the Board of Trustees.

Other officers may be such members. More than one office may be held

by one person, except that the Chairman of the Board, the Vice

Chairman of the Board, and the President may not hold the office of

either the Treasurer or Secretary.

Section 3. The terms of the officers of the Corporation shall be one

year or until their successors are elected, but any officer may be re-

moved at any meeting of the Board of Trustees by an affirmative vote

or written consent of a majority of all the members of the Board. The
Board may at any meeting fill for the unexpired term any vacancy

which occurs in any office of the Corporation.

Section 4. The Chairman of the Board shall preside at all meetings

of the Corporation, the Board of Trustees, and the Executive Committee

at which he is present, and shall exercise an advisory function in relation

to the policies and activities of the Corporation. He shall be ex-officio
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a member of all standing committees and shall perform such other

duties as may be required by this Constitution or by the Board of

Trustees.

Section 5. In the event of a vacancy in the office of the Chairman of

the Board, or during the absence or inability to act of the Chairman,
the duties and powers of the Chairman shall devolve upon the Vice

Chairman of the Board. The Vice Chairman of the Board shall be

ex-officio a member of the Executive Committee.

Section 6. The President shall be the principal executive officer of the

Corporation and shall be charged with the direction of the program of

the Corporation and the management of the staff employed in carrying

out the purpose of the Corporation, subject to the control of the Board
of Trustees. The President shall be ex-officio a member of the Executive

Committee.

Section 7. The Treasurer shall be charged with the custody of all

papers and documents relating to the property of the Corporation,

except such as are mentioned in Article VIII, and shall receive all the

funds of the Corporation. He shall deposit all corporate funds in the

corporate name in such bank or banks, trust company or trust com-
panies, as the Board of Trustees shall designate or approve. Such funds

shall be disbursed by such procedure as the Board of Trustees may by
resolution from time to time prescribe. The Treasurer shall render to

the Board of Trustees at least as of the end of each fiscal year an ac-

curate account of his transactions as treasurer and of the financial

condition of the Corporation.

Section 8. The Secretary shall give notice of, and shall keep a careful

record of the proceedings of, all meetings of the Corporation, of the

Board of Trustees, of the Executive Committee, and of the Finance

Committee; and shall in general perform all the duties incident to the

office of secretary, subject to the control of the Board of Trustees. The
Secretary shall have the custody of the Corporate Seal, and shall affix

the same upon all contracts and instruments requiring the seal.

Article VI

Executive Committee

Section 1. At each annual meeting of the Board of Trustees, the Board

shall elect from its membership three or more members to constitute,

with the Chairman of the Board, Vice Chairman of the Board, and
President, an Executive Committee. The term of the elected members
of the Executive Committee shall be one year or until their successors

are elected. The Executive Committee may exercise all the powers of the

Board ofTrustees during the intervals between the meetings of the Board.
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Section 2. The Executive Committee shall hold meetings when called

by the Chairman of the Board or by two members of the Committee.
Notices of its meetings shall be mailed to the members of the Com-
mittee by the Secretary at least two days in advance of the meeting.

Section 3. At any meeting of the Executive Committee three members
shall constitute a quorum for the transaction of business.

Section 4. The Executive Committee shall regularly report its pro-

ceedings to the Board of Trustees at subsequent meetings of the Board.

Article VII

Other Committees

Section 1. At each annual meeting of the Board of Trustees, the Board
shall elect from its membership a Finance Committee of three or more
members for a term of one year or until their successors are appointed.

The Board shall designate the chairman of the Committee. It shall be

the duty of the Finance Committee to determine the investment and
reinvestment of the funds owned by or held by the Corporation, by such

procedure as the Board of Trustees may by resolution from time to time

prescribe. The Committee shall regularly report its proceedings to the

Board of Trustees at subsequent meetings of the Board, including at each

meeting the changes in the investment of funds effected since the last

preceding meeting of the Board.

Section 2. At each annual meeting of the Board of Trustees, the Board
shall elect from its membership an Auditing Committee of two mem-
bers. It shall be the duty of the Auditing Committee to cause to be made,
by a competent and independent firm of certified public accountants,

to be selected by such Committee, following the close of each fiscal year,

and oftener if ordered by the Board of Trustees, an audit of the balance

sheet and the principal, income, reserve, and trust accounts of the

Corporation.

Section 3. The Board of Trustees may elect or provide for the appoint-

ment of, and may prescribe the terms, duties, and procedures of, such

other committees as it may deem advisable to advise or assist in the

management, direction, and supervision of the activities of the Corpora-

tion, and may fill any vacancies which may occur in any committees

of the Corporation.

Article VIII

Safekeeping of Securities

Section 1. All bonds, stocks and other invested securities and evidences

of value owned or held by the Corporation, except as provided in the

following section, shall be deposited for safekeeping with a bank or trust
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company approved by the Board of Trustees, to be held for the account

of the Corporation and subject to the order of the Finance Committee
through such procedure as the Board of Trustees may by resolution

from time to time prescribe.

Section 2. All bonds and stocks of real estate development corporations

and mortgages owned or held by the Corporation may be deposited for

safekeeping with the counsel or agent who with the approval of the

Board of Trustees may be employed to service such property.

Section 3. All transfers and assignments of any securities registered or

standing in the name of the Corporation shall be executed under its

seal by the Chairman of the Board or President together with the

Treasurer or Secretary.

Article IX

Purchase, Sale, Mortgage or Lease of Real Estate

Section 1. No purchase, sale, mortgage, or lease of the real property

of the Corporation shall be made unless authorized by the affirmative

vote of a majority of the whole number of the Board of Trustees.

Section 2. No sale or mortgage, other than a purchase money mort-

gage, of real property within the State of New York, or lease thereof for

more than five years, shall be made without leave of the Supreme Court

in a Judicial District in which some of the property is located.

Section 3. The provisions of the foregoing Sections 1 and 2 of this

Article IX shall not apply to real property acquired on a sale in any
action or proceeding for the foreclosure of a mortgage owned by this

Corporation or to real property acquired by this Corporation by deed

in lieu of foreclosure of a mortgage owned, either in whole or in part,

whether in certificate form or otherwise, by this Corporation.

Article X
Fiscal Tear

The fiscal year of the Corporation shall begin on October 1

.

Article XI

Seal

The seal of the Corporation shall contain the following inscription:

RUSSELL SAGE FOUNDATION FOR THE IMPROVEMENT OF SOCIAL AND LIVING

CONDITIONS I907. INASMUCH AS YE HAVE DONE IT UNTO ONE OF THE LEAST

OF THESE MY BRETHREN YE HAVE DONE IT UNTO ME.
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Article XII

Waiver of Notices

The giving of any notice required to be given by this Constitution,

or by the Laws of the State of New York, may be waived by a waiver

in writing signed by all the persons entitled to such notice, whether

before or after the time or event referred to in said notice, which waiver

shall be deemed equivalent to such notice.

Article XIII

Amendment

This Constitution may be amended at any meeting of the Board of

Trustees by an affirmative vote or the written assent of eight Trustees,

provided the proposed amendment shall have been presented at the

preceding regular meeting of the Board and a copy of the amendment
as proposed shall have been mailed to each member of the Board at

least three days before the meeting at which action thereon is to be taken.



APPENDIX E

RESOLUTION AND DECLARATION OF TRUST
CREATING THE MOUNT VERNON (OHIO)

COMMUNITY TRUST

WHEREAS, there is a need in this community for the creation of a

general fund permitting of flexibility in the power of distribution, to

assist public educational, charitable, or benevolent enterprises;

NOW, THEREFORE, to accomplish this purpose, the Board of

Directors of The First-Knox National Bank or The Board of Directors

of The Knox County Savings Bank, both of Mount Vernon, resolves:

I

The First-Knox National Bank or The Knox County Savings Bank
agrees to accept gifts, devises, or bequests, in trust for public educa-

tional, charitable or benevolent uses and purposes, to be administered

as a single trust, known as "The Mount Vernon Community Trust."

Distribution of funds shall be made under the direction of a Com-
mittee selected for its interest in and knowledge of the public educa-

tional, charitable, or benevolent needs of the people.

II

A. THE TRUSTEE:

The Trustee shall exercise all rights of absolute ownership in the

administration of all property constituting the trust, in its own discre-

tion, without any court orders, irrespective of any statutes now or here-

after in force limiting the investments of trust companies or trustees;

and it shall not be liable for any loss except for its own wilful default.

The Trustee may, in its discretion, accept any gifts, devise or bequest

as part of "The Mount Vernon Community Trust" if consistent with

the purposes of this Trust.

The Trustee shall quarterly certify to the Distribution Committee
the amount available for distribution under the trust, and shall make
the distribution upon written direction of the Committee. In so doing,

the Trustee, and the Directors thereof, shall not be responsible for any
act or omission of the Distribution Committee.

429



430 PHILANTHROPIC FOUNDATIONS

B. THE DISTRIBUTION COMMITTEE:
The Committee to direct the distribution shall consist of five (5)

residents of Knox County, Ohio. Not more than two members shall

belong to the same religious sect or denomination. No member shall

hold or seek any public office, unless it be of entirely non-political and
non-partisan nature.

All members shall hold office for five (5) years from the first day of

January following their appointments; excepting, those first appointed
shall serve for the following terms, counting from the first day ofJanu-
ary after their appointments, although their terms shall commence as

soon as appointed.

The Committee shall be appointed as follows:

One member by The Board of Directors of The First-Knox National

Bank of Mount Vernon—Original Term, One Year.

One member by The Board of Directors of The Knox County Savings

Bank, Mount Vernon, Ohio— Original Term, Two Years.

One member by The Board of Directors of The Mount Vernon
Chamber of Commerce— Original Term, Three Years.

One member by The City Council of Mount Vernon, Ohio—
Original Term, Four Years.

One member by the joint action of the Judge of the Court of Com-
mon Pleas of Knox County, Ohio, and the Judge of the Probate

Court of Knox County, Ohio— Original Term, Five Years.

All members shall serve until their successors are selected and
qualified.

The Committee shall organize as soon as possible, elect a Chairman
and other officers, and adopt by-laws for the conduct of its affairs. It is

authorized to appoint a Secretary, who need not be a member of the

Committee, to keep its records and to perform other duties as directed.

The members of the Committee shall serve without compensation, but

expenses of the Committee shall be paid out of funds available for

distribution by the Trustee. A majority of the Committee shall consti-

tute a quorum, and a majority vote at a meeting at which a quorum is

present shall constitute an action of the Committee, except as otherwise

provided and except that the affirmative vote of three members of the

Committee shall be required to direct the payment of money.
Should any power of appointment not be exercised for sixty days

after request, the appointment shall be made by a Board composed of

the members of The Boards of Directors of The First-Knox National

Bank of Mount Vernon and The Knox County Savings Bank, a

majority of whom shall constitute a quorum.
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The Committee, in directing distribution of funds, shall respect any
wishes expressed in creating the gift; provided that, if the Committee,

by resolution adopted by the affirmative vote of four members and
approved by the Trustee, shall determine that it is unwise or imprac-

tical to apply the gift, devise, or bequest to the purpose or in the manner
indicated by the donor, or to expend income only, the Committee, with

the approval of the Trustee, may thereafter direct the application of the

gift, devise, or bequest to such other public educational, charitable, or

benevolent purpose, or in such other manner, or direct such expenditure

of principal, as, in the opinion of the Committee, will best comply with

the purposes of this trust, and will be most nearly related to the purpose

indicated by the donor.

In the absence of any specific direction of the donor, the Committee
shall have absolute discretion to direct the distribution of all funds as

may, in its opinion, best comply with the purposes of this trust.

The members of the Committee shall not be personally liable for any
misapplication of funds in violation of this trust, provided direction for

such distribution shall have been made in good faith and not in wilful

violation of this Trust.

Should the Committee fail to direct the disbursement of funds, the

Trustee shall have the power and duty to disburse the funds, to the

same extent as the Committee, so that there shall be no failure to carry

out this trust. The Trustee and its directors shall be fully protected in

any such distribution so long as it is made in good faith and by reason

of the failure of the Committee to act.

The proportion of the interest of each gift in the total fund, and the

apportionment of income to or for a given beneficiary or purpose, shall

be subject to the unlimited discretion of the Committee in accordance

with rules to be established by the Committee, and subject to change

by it.

Failure of any member of the Committee to attend a majority of the

meetings of the Committee for one year, without excuse, or inability

to perform his or her duties by reason of incompetency or other cause,

or the removal of a member from Knox County, Ohio, shall, in the

discretion of the Committee, operate as a resignation from membership
on the Committee.

A record shall be kept of all donors to the trust, and proper recogni-

tion given to all donors, excepting those requesting anonymity.

The Committee shall annually publish in a newspaper of general

circulation in Knox County, Ohio, a report of its proceedings during

the preceding year, stating the aggregate of the fund, the disburse-

ments made pursuant to its direction, and the purposes for which the

disbursements were made.
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The accounts of the Trustee, and the expenses of the Distribution

Committee shall be annually audited by an independent auditor ap-

pointed by the Committee.

Should the Trustee resign all or part of its trust, the Committee may
designate a successor, which shall be a financial institution authorized

to do a trust business in Ohio, and which shall have all of the rights,

powers, duties and immunities of its predecessor.

C. MODIFICATION:
All donors to this Trust, and the Trustee, shall be deemed conclu-

sively to have agreed that the Distribution Committee, by resolution

adopted by the affirmative vote of four members and approved by the

Trustee, may, at any time, modify or amend the administrative pro-

visions of this Resolution in any manner consistent with the purposes of

this Trust, or terminate The Mount Vernon Community Trust.

D. TERMINATION:
In the event of the termination of The Mount Vernon Community

Trust, the Trustee shall administer all funds entrusted to it under this

Trust in such manner as will, in its judgment, best comply with the

purpose of this Trust.
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FORM

Rev. Apr

1023
V. S. TREASURY DEPARTMENT—Internal Revenue Service

EXEMPTION APPLICATION
(To be made only by a principal officer of the organization claiming exemption)

To be filed with

the District

Director for

your District.

For use of organizations applying for exemption under section 501 (a) and described in section 501 (c) (3) of the Internal Revenue
Code of 1954, which are organized and operated exclusively for one of the following purposes (check purpose(s)):

Religious Charitable Scientific Testing for Public Safety
|~~| Educational Qj For the prevention of cruelty to children or animals Q Literary

If the space provided for the insertion of information or data under any of the questions below is inadequate for the purposes,
additional sheets may be used which should be properly identified and securely attached hereto.

1. Fun, Name of Organization 2. Date of Application

8. Complete Address {Number and street, post office box. etc.)

4a. Is the Organization Incorporated?

Yes No

4b. If Incorporated, Under Laws of What State ? 4 c. Date of Incorporation

id. If Not Incorporated, State the Manner of Organization 4e. Date of Organization

6a. Is the Organization the Outgrowth or Continu-
ation of Ant Form of Predecessor?

Yes Qno

6b. If So, State Name of Predecessor

6c. Period During Which It Was in Existence 6d. Submit Copies of All Papers by Which the Transfer of
Assets, if Any, Wa3 Effected

6a. Has Organization Filed Federal Income Tax Returns?

Yes No

6b. If So, State Return Form Number 6c Year or Years Filed

State Briefly the Specific Purposes for Which the Organization Was Formed (Do not quote from, or make reference to, the articles of incorporation i

bylaws for this purpose.)

8a. Is Capital Stock
Issued and Out-
standing ?

Yes No

If So, State (A) Class or Classes of Such Stock, (B) The Number and Par Value of the Shares, (C) The Consd>
eration for Which Issued, and (D) Whether or Not Any DmoENDS or Interest Has Been or May Be Paid on Any Class

of Such Stock.

Sa. Has Any Distribution of Cor-
porate Property Ever Been
Made to Shareholders or Mem-
BERS ? r-j

Yefl D No

9b. If So, Attach Hereto a Separate Statement Containing Full Details Thereof, Including (1) Amounts or

Value, (2) Source of Funds or Property Distributed, and (3) Basis of and Authority for Distribution

10. State All Sources From Which the Organization's Income Is Derived

11a. Does Any Part of the Re-
ceipts Represent Payment for
Services of Any Character
Rendered by the Organiza-
tion?

Yes No

lib. If So, Explain in Detail

12. State All the Acnvrrres in Which the Organization Is Presently Engaged

13. Explain in Detail Each Fund-Raisino Activity and Each Business Enterprise Engaged in. Accompanied by Copies of All Agreements, if Any, With

Other Parties for the Conduct of That Business

14. What, if Any, Specific Activities of the Organization Have
reason for disccmtinuance.)

DISCONTINUED? (Explain fully, (tiring dates of commencement and termination and the
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16a. Is the Organization Now. or
Has It Ever Been, Engaged in
Carryino on Propaganda, or
Othebwisb Either Advocating
or Opposino Pending or Pro-
posed Legislation T

Yes No

15b. If So. Furnish a Detailed Explanation of Such Activities, and Furnish Copies of Literature, if Any, Dis-
tributed by the Organization

16a. Does the Organization Par-
ticipate in or Intervene in
{Including the Publishing or
Distributing of Statements)
Any Political Campaicn on
Behalf of Any Candidate for
Public Office?

Yes No

16b. If So, Furnish a Detailed Explanation and Copies of Litebature Distributed

17. Fob What Purposes. Otheb Than in Payment for Services Rendered or Supplies Furnished. Abb the Organization's Funds Expended ? If Contri-

butions, Gifts, Etc.. Were Made to Otheb Organizations, Attach List.

18a. Abb Any Payments Made to Members or Shareholders for Services Rendered the Organization ?

Yes No

18b. If So, Attach Detailed Explanation Show-
ing Amount So Paid and the Character of
the Services Rendered

19. Does Any Pabt of the Net Income op the Organization Lnure to the Benefit of Any Private Shareholder or Individual?

Yes No

20a. If the Organiza-
tion la a Hospital.
State Whether it

Accepts Patients
in Need of Hospi-
tal Care Who
Cannot Pay for
Such Services

20b. For the Last Complete Year of Operation,
State Number of Patient Days of Treat-
ment of

(1) Full Pay Patients (2) Past Pay Patients (3) Charity Patients
(admitted as such)

Yes No

21. In the Event of the Dissolution of the Organization, What Disposition Would Be Made of Its Property?

After July 1, 1950, Did the CREATOR OF Your Organization, or a CONTRIBUTOR to Your Organization, or a BROTHER or SISTER (Whole oa

Half Blood), SPOUSE, ANCESTOR, or LINEAL DESCENDANT of Such Creator or Contributor, or a CORPORATION Owned (50 Percent or More
of Voting Stock or 50 Percent or More of Value of All Stock) Directly or Indirectly by Such Creator or Contributob—// answer to any of the

following is "Yes," attach detailed statement.

A. Borrow any part of your income
or corpus?

Yes No

C. Have any part of your services
made available to him ?

Yes No

E. Sell any securities or other prop-
erty to you ?

Yes No

B. Receive any compensation for
personal services from you ?

D. Purchase any securities or other
property from you?

F. Have any part of your income or
corpus diverted to him by any
transaction ?

23. Attach to This Application

A. A classified statement of receipts and expenditures during the last complete
year of operation.

B. A complete statement of assets and liabilities as of the end of the last com-
plete year of operation.

C. If incorporated, a copy of your articles of incorporation, or if not incor-

porated. a copy of your constitution, articles of association, declaration of
trust, or other document setting forth your aims and purposes (conformed
copies should be furnished).

D. A copy of your bylaws or other similar code of regulations.

E. A copy of each lease, if any, in which you are the lessee or lessor of prop-
erty (real, personal, gas. oil. or mineral) or in which you own an interest
under such lease, together with copies of all agreements with other parties
for development of the property.

24. If exemption is claimed as an exclusively educational organization and a regular curriculum and faculty are not normally maintained and a regularly organized

body of pupils or students is not normally in attendance at the place where the educational activities are regularly carried on, there should be attached speci-

men copies of any books, pamphlets, leaflets, or other printed matter issued or distributed during the latest complete year of operations.

SIGNATURE AND VERIFICATION
I, the undersigned, president, vice president, treasurer, assistant treasurer, chief accounting officer (or other duly authorized

officer) of the organization for which this application is made, declare under the penalties of perjury that this application (includ-
ing any accompanying statements) has been examined by me and is, to the best of my knowledge and belief, a true, correct, and
complete application, made in good faith pursuant to the Internal Revenue Code and the regulations thereunder.

(Date) (Signature of officer) (Title)

IMPORTANT
A mere claim or contention by an organization that it is exempt from income tax under section 501 (a) of the Internal

Revenue Code of 1954 and the corresponding provisions of prior revenue acts will not relieve the organization from filing income
tax returns and paying the tax. Unless the Commissioner has determined that an organization is exempt, it must prepare and
file a complete income tax return for each taxable year of its existence. Accordingly, every organization that claims to be exempt
should furnish the information and data specified herein, together with any other facts deemed material to the question, with the
least possible delay, in order that the Commissioner can determine whether or not it is exempt. As soon as practicable after the
information and data are received, the organization will be advised of the Commissioner's determination, and, the annual returns
which will be required.

U. S. GOVERNMENT PRINTING OFFICE 16—16137-10 FORM 1023 (R6V. 4-55)
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form 990-A
(Rev. Nov. 19S5)

U. S. Treasury Deportment—Internal Revenue Service

U. S. RETURN OF ORGANIZATION EXEMPT FROM TAX
Section SOI (c) (3) of Internal Revenue Code of 1954

DO NOT WRITE IN
SPACE BELOW

This return must be filed on

or before the 15th day ol the

fifth month following the close

of the annual accounting period.

Return must be filed with the

District Director of Internal Rev-

enue for the district in which is

located the principal place of

business or principal office of

the organization.

Serial No.

NOTICE.—The law requires that certain information required on thie return
be made available to the public. Pages 3 and 4 are designed for this purpose
and must be submitted as pari of your return.

FOR CALENDAR YEAR

Or other taxable

and ending
,
1Q

Please type or print plainly

Date ol exemption letter

Legal name ol organization

Address (number and street)

(City or town, postal zone number, counly, and State)

Line No. GROSS INCOME

2. Less: Cost of goods sold or of operations (Attach itemized statement)

7. Gain (or loss) from sale of assets, excluding inventory items (See instruction 2)

8. Other income (Attach itemized statement)

$

INCURRED EXPENSES ATTRIBUTABLE TO GROSS INCOME

10. Compensation of officers, directors, trustees, etc. (Attach statement showing name, position, salary, and

11. Salaries and wages (other than amounts shown on line 10). Number of employees.-

$

DISBURSEMENTS MADE WITHIN THE YEAR OUT OF CURRENT OR ACCUMULATED INCOME
FOR PURPOSES FOR WHICH EXEMPT. AND ACCUMULATION OF INCOME

$.

19. Contributions, gifts, grants, etc.: (Attach list showing each class of activity for which disbursements were made
with separate total for each. Also show to whom paid. II made to individuals related by blood, marriage,
or adoption to any person having an interest in the organization such as director, trustee, officer, donor,

$

21. Aggregate accumulation of income at beginning of the year (computed for prior years as on line 20)

22. Accumulation of income at end of the year (line 20 plus line 21)

$.

$

DISBURSEMENTS MADE OUT OF PRINCIPAL FOR PURPOSES FOR WHICH EXEMPT

*

24. Contributions, gifts, grants, etc.:

$

(b) Paid out within the year (Attach list showing each class of activity for which disbursements were made
with separate total for each. Also shew to whom paid. If made to individuals related by biood.

marriage, or adoption to any person having an interest in the organization such as director.

$

RECEIPTS NOT REPORTED ELSEWHERE ON THIS FORM

25. Contributions, gifts, grants, etc., received (See instruction 3) $

SIGNATURE AND VERIFICATION (See Instruction 8)

I declare under the penalties of perjury that this return (including any accompanying schedules and statements) has been examined
by me and to the best of my knowledge and belief is a true, correct, and complete return.

(Date) (Signature of officer) (Title)

f dealare under the penalties of periury that I prepared this return for the person named herein and that this return (including any
accompanying sohedules and statements) is. to the best of my knowledge and belief, a true, correct, and complete return based on all the

information relating to the matters to be reported in this return of which I have any knowledge.

(Dale) (Individual or firm signature) (Address) 08—16—63770-4



Schedule A.—BALANCE SHEETS (See Instruction 6)

ASSETS

8egmning of Year End of Year

Total Amount Total

„

$ _
$

$

Less: Reserve for bad debts

$ , $

- -----

4. Investments in governmental obligations

5. Investments in nongovernmental bonds, etc

6. Investments in corporate stocks

8. Capital assets:

(a) Depreciable (and depletable) assets (Attach

$ $

Less: Reserve for depreciation (and depletion) . .

(b) Land

$ $

$ -

$

$

?

LIABILITIES

$ ., S -

12. Bonds, notes, and mortgages payable:

(a) With original maturity of less than 1 year

$ s

- -

$

$

s

%

NET WORTH
15. Capital stock: $ „ $

16. Membership certificates.

17. Paid-in or capital surplus (or donated capital if a trust)

18. Surplus reserves (itemize)

19. Earned surplus and undivided profits

$ $

21. Total liabilities and net worth $ $

1. State nature of activities (Attach detailed statement)

2. Have you filed a tax return on Form 990-T for this year Yes No

Unrelated business gross Income reported $

3. What is the legal lorm of your organization (corporation,

trust unincorporated association, etc.)?

4. li successor to previously existing organization(s). give

name(s) and address(es) of the predecessor organization(s) .

5. Was a Form 990-A filed for the preceding year? Yes O No

li "Yes." to which District Director's ofJice was it sent?

6. If you have capital stock Issued and outstanding, state with

respect to each class ol stock

—

(a) The number of shares outstanding. ..

(b) The number ol shares held by individuals

(c) The number ol shares held by organizations

(d) The number ol shareholders at end of year

(e) Whether any dividends may be paid Yes No

7. If you acquired capital assets out ol income, attach itemizedyou acquired capital ass
list and amount thereof.

8. Have any changes not previously reported to the Internal
Revenue Service been made in your articles of incorpora- .

hon or bylaws or other instruments of similar import? LJ Yes U No

If "Yes," attach a copy ol the amendments in duplicate.

9. Have you had any sources ol income or engaged in any
activities not previously reported to the Internal Revenue* , , . ,

Service? Yes No

li "Yes," attach detailed statement in duplicate.

10. Did you hold any real property lor rental purposes on which
there is an indebtedness incurred in acquiring the
property or in making improvements thereto?

If "Yes." attach detailed statement in duplicate.

11. Have you during the year either advocated or opposed
(including the publishing or distributing of statements)
any legislation, national. State, or local?

II "Yes," attach a detailed statement of such activities.

12. Have you during the year participated in. or intervened in

(including the publishing or distributing of statements)
any political campaign on behalf of any candidate for

If "Yes," attach a detailed statement of such activities.

13. After July 1, 1950, did—

The creator of your organization, or

A contributor to your organization, or

A brother or sister (whole or half blood), spouse, ancestor.

Yes No

Yes No

Yes No

' lineal descendant of i

A corporation owned (50 r.

(a) Borrow any part of your

i"e of aM^tockT dh^ecUy
1

c

contributor

(b) Receive any compensation for personal ;

(c) Have any part of your services made available

to him?.

(d) Purchase any or other property from you?

(e) Sell any securities or other property to you?

Yes No

Yes No

Yes No

Yes No

Yes No

(0 Have any part of your income or corpus diverted to

htm by any transaction? D Yes Q No
U answer to any question ts "Yes," attach detailed statement

In duplicate.

eft—to—«377e-fi



form 990-A
(Rev. Nov. 19S5)

U. S. Treasury Department—Internal Revenue Service

U. S. RETURN OF ORGANIZATION EXEMPT FROM TAX
oection oui \c) yo) ot internal Kevenu© voae ot iyo4

Page 3

DO NOT WRITE
IN SPACE BELOW

This return must be filed on

or before the 15th day ot the

fifth month following the close

of the annual accounting period.

Return must be filed with the

District Director of Internal Rev-

enue for the district In which is

located the principal place of

business or principal office of

the organization.

Serial No.

NOTICE.—The law requires that certain information required on this return
be made available to the public. Pages 3 and 4 are designed for this purpose

FOR CALENDAR YEAR

Or other taxable

and ending , 19

Please type or print plainly

Date of exemption letter

Address (number and street)

postal zone number, county, and State)

Line No. GROSS INCOME

1. Gross sales or receipts from business activities

2. Less: Cost of goods sold or of operations

3. Gross profit from business activities

4. Interest

5. Dividends

S. Rents and royalties

7. Gain (or loss) from sale of assets, excluding inventory items (See instruction 2)

.

8. Other income

9. Total gross income (lines 1 to 8, incl.)

INCURRED EXPENSES ATTRIBUTABLE TO GROSS INCOME

10. Compensation of officers, directors, trustees, etc

11. Salaries and wages (other than amounts shown in line 10).

12. Interest

13. Taxes

14. Rent

15. Depreciation

16. Miscellaneous expenses

17. Total expenses (lines 10 to 16. incl.)

Number of employees .

DISBURSEMENTS MADE WITHIN THE YEAR OUT OF CURRENT OR ACCUMULATED INCOME
FOR PURPOSES FOR WHICH EXEMPT, AND ACCUMULATION OF INCOME

18. Administrative and operating expenses (not included above)

19. Contributions, gifts, grants, etc.: (Attach list showing each class of activity lor which disbursements wer& made

with separate total for each.)

20. Accumulation of income within the year (line 9 less the sum of lines 17, 18, and 19)

21. Aggregate accumulation of income at beginning of the year (computed for prior years as on line 20).

22. Accumulation of income at end of the year (line 20 plus line 21)

DISBURSEMENTS MADE OUT OF PRINCIPAL FOR PURPOSES FOR WHICH EXEMPT

23. Administrative and operating expenses

24. Contributions, gifts, grants, etc.:

(a) Paid out in prior years

(b) Paid out within the year: (Attach list showing each class of activity for which disbursements were made
with separate total lor each.)

-16—8377&-S
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Schedule A.—BALANCE SHEETS (See Instruction 6)

ASSETS

1 Cash

Beginning of Year End of Year

Amount Total Amount Total

$

s

$

$

Less- Reserve for bad debts

3 Inventories

$ $

4 Investments in governmental obligations

S Investments in nongovernmental bonds etc

6. Investments in corporate stocks

8. Capital assets:

(a) Depreciable (and depletable) assets $ $

Less; Reserve for depreciation (and depletion)

(b) I and

$ $

$ $

LIABILITIES

$ -. $

12 Bonds notes

y

andmort a es a able-^
(aMV^hori i^a[ ma^urit^Jness'than 1 ear

(b) With ordinal maturit of 1 ear or more

$ $

I

14 Total liabilities

$ $

$

NET WORTH
15. Capital stock: $ $

16 Membership certificates

$ s

17. Poid-in or capital surplus (or donated capital if a trust)

.

$ $

21. Total liabilities and net worth $ $

GENERAL INSTRUCTIONS

such records do not provide for this division, expenses may be divided

on any reasonable basis, such as an approximation of the use

of a facility or the time spent by an individual.

5. Activities in lines 19 and 24 (b), page 1, should be classified

according to purpose in greater detail than merely charitable, educa-

tional, religious, or scientific. For example, payments for nursing

service, for laboratory construction, for fellowships, or for assist-

ance to indigent families should be so identified.

The detailed list of organizations and individuals to whom pay-

ments were made as well as other itemized statements called for

on page 1 should be attached to page 2. Duplicates are not

reguired in connection with pages 3 and 4.

€. The balance sheets, Schedule A, should agree with the books

of account or any differences should be reconciled.

7. In all cases where line 6, Schedule A, includes 10 percent

or more of any class of stock of any corporation, attach a list show-

ing the name of the corporation, the number of shares of each type

of stock owned (including information indicating whether the stock

is voting or nonvoting), and the book value of the stock included

in line 6, Schedule A.

8. Signature and verification.—The return must be signed

either by the president, vice-president, treasurer, assistant treasurer

or chief accounting officer, or by any other officer authorized to sign.

A receiver, trustee, or. assignee must sign any return which he is

required to file on behalf of a corporation. The statement at the

bottom of page 1 of the return is required to be signed by any per-

son, firm, or corporation who prepared the taxpayer's return. If

the return is prepared by a firm or corporation, it should be signed

in the name of the firm or corporation. The statement is not re-

quired if the return is prepared by a regular, full-time employee.

9. For further information see regulations under sections 6033 (a),

501 (a), and 6104 of the Internal Revenue Code.

1. An annual statement of gross income, receipts, disbursements,

etc., on this form, is required by law of every organization which

is exempt from tax as described in section 501 (c) (3) of the Code,

excepting only (1) a religious organization; (2) an educational

organization if it normally maintains a regular faculty and cur-

riculum and normally has a regularly organized body of pupils or

students in attendance at the place where its educational activities

are regularly carried on; (3) a charitable organization, or an organ-

ization for the prevention of cruelty to children or animals, if sup-

ported in whole or in part by funds contributed by the United States

or any State or political subdivision thereof, or primarily supported

by contributions of the general public; (4) or an organization

operated, supervised, or controlled by or in connection with a reli-

gious organization described in section 501 (c) (3). The law also

requires that every such organization furnish the information called

for on pages 3 and 4 and that such information be made available

to the public. The law provides penalties for failure to furnish this

information.

2. Attach a detailed statement showing with respect to each
piece of property sold: (a) Date acquired and manner of acquisi-

tion; (b) Gross sales price; (c) Cost or other basis (value at time

of acquisition, if donated); (d) Expense of sale and cost of improve-

ments subsequent to acquisition; (e) Depreciation since acquisition;

and (f) Gain or loss—(b) plus (e) minus (c) plus (d).

3. In all cases where line 25, page 1, includes money or property

amounting to $ 1 00 or more, which was received directly or indirectly

from one person, in one or more transactions during the year, itemized

schedules showing the total amount received from and the name
and address of each such person shall be attached to this return.

(The term "person" includes individuals, fiduciaries, partnerships,

corporations, associations, and other organizations.)

4. Expenses may be divided between lines 10 through 16, page 1,

and lines 18 and 23, page 1, on the basis of accounting records. If

Form S90-T.—Section 51 1 of the Code imposes a tax in case of certain organizations described in sections 401 (a) and 501 (c) (2),

(3), (5), and (6), on income derived (a) from operation of a business enterprise which is unrelated to the purpose for which such organiza-

tion received an exemption or (b) from certain rentals from property leased to others on a long-term basis. Such income and tax are
to be reported on Form 990-T, copies of which may be obtained from the District Director of Internal Revenue.

Form 1099.—Every organization engaged in a trade or business making payments in the course of such trade or business of interest,

rents, commissions, salaries or wages, or other fixed or determinable income (including allowances for expenses) or amounts of $600 or

more during the calendar year shall make returns on Forms 1096 and 1099, except that the making of such return will not be required
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NT INFORMATION RETURN ON TRUST ACCUMULATIONS

BY A TRUST CLAIMING CONTRIBUTIONS DEDUCTION UNDER SECTION 642 (c) OF THE INTERNAL REVENUE CODE OF 19S4

(To beimade available to the public as required by section 6104 of the Internal Revenue Code of 19S4)

FOR CALENDAR YEAR
or Fiscal Year Beginning and Ending

Fagel

This return must be filed on or

before the 1 5th day of the 4th month

following the close of the taxable

year of the trust Return must be

filed with the District Director for

the district in which the fiduciary

resides or has his principal place

of business.

PRINT PLAINLY NAME AND ADDRESS OF TRUST

(Give name of trust in full)

(Street and number)

(City or town) (Po ?nne number)

(Date received)

Item No. GROSS INCOME

1. Gross sales or receipts from business activities.

2., Less: Cost of goods sold or of operations (attach itemized statement).

3. Gross profit from business activities

5. Dividends - -

6. Rents and royalties ~ _

7. Gain (or loss) from sale of assets, excluding inventory items „

8. Other income _

9. Total gross income (items 1 to 8, inclusive) -

EXPENSES ATTRIBUTABLE TO GROSS INCOME
10. Compensation of trustees _

11. Salaries and wages (other than amounts shown in item 10)—
12. Interest -

13. Taxes -

14. Rent „

15. Depreciation —
16. Miscellaneous expenses _

17. Total expenses (items 10 to 16, inclusive)...

18. Gross income less expenses (item 9 less item 17).

CHARITABLE, ETC., CONTRIBUTIONS PAID OR PERMANENTLY SET ASIDE

List in 19 (6) and (c), 20 (6), and 22 (6) each class of activity for which disbursements were m
(or amounts were permanently set aside) and show separate total for each class

19. Charitable, etc., deductions taken within this year under section 642 (c) of Code:

(a) Total- _

(6) Paid out during this year:

(c) Not paid out at end of year (item (a) less item (&)):

20. Charitable, etc., deductions taken but not paid out in prior years under section 642 (c) of Code:

(a) Total not paid out at beginning of this year

(6) Paid out during this year:

(c) Not paid out at end of year (item (a) less item (6))

21. Total deductions under section 642 (c) not paid out (item 19 (c) plus item 20 (c)).

22. Paid out of principal for charitable, etc., purposes:

(a) Paid out in prior years

(6) Paid out within this year:

SIGNATURE AND VERIFICATION
I declare under the penalties of perjury that this return (including any accompanying scliedules and statements) has been examined

by me, and to the best of my knowledge and belief, is a true, correct, and complete return.

(Signature of fiduciary or officer representing fiduciary) (Address of fiduciary or officer) (Date)

I declare under the penalties of perjury that I prepared this return for the fiduciary named herein; and that this return (including

any accompanying schedules and statements) is, to the best of my knowledge and belief, a true, correct, and complete return based on
all the information relating to the matters required to be reported in this return of which I have any knowledge.

(Individual or firm signature) (Address) (Date)



Schedule A.—BALANCE SHEET AS OF THE BEGINNING OF THE YEAR Page 2

ASSETS
1. Cash

$

$

2. Notes and accounts receivable

Less: Reserve for bad debts

$

4. Investments in governmental obligations

5. Investments in nongovernmental bonds, etc

6. Investments in corporate stocks

7. Other investments (itemize)

8. Capital assets:

(a) Depreciable (and depletable) assets (attach itemized schedule) S

(b) Land

$

10. Total assets

$

$

LIABILITIES

$

12. Bonds, notes, and mortgages payable:

(a) With original maturity of less than 1 year

(6) With original maturity of 1 year or more

13. Other liabilities (itemize) $

$

$

NET WORTH

$17. Total net worth

ffi

GENERAL INSTRUCTIONS

1. Every trust claiming in its Federal income tax return for the taxable year a charitable, etc., deduction under
the provisions of section 642 (c) of the Internal Revenue Code of 1954 is required by Taw to furnish for such year

the following information:

(1) the amount of the charitable, etc., deduction taken under section 642 (c) within such year, showing
separately the amount of such deduction which was paid out and the amount which was permanently
set aside for charitable, etc., purposes during such year,

(2) the amount paid out within such year which represents amounts for which charitable, etc., deductions
under section 642 (c) have been taken in prior years,

(3) the amount for which charitable, etc., deductions have been taken in prior years but which has not
been paid out at the beginning of such year,

(4) the amount paid out of principal in the current and prior years for charitable, etc., purposes,

(5) the total income of the trust within such year and the expenses attributable thereto, and

(6) a balance sheet showing the assets, liabilities, and net worth of the trust as of the beginning of such year.

2. Section 6104 of the Internal Revenue Code of 1954, provides as follows:

"(c) INFORMATION AVAILABLE TO THE PUBLIC.—The information required to be furnished

by sections 6033(b) and 6034, together with the names and addresses of such organizations and trusts, shall

be made available to the public at such times and in such places as the Secretary or his delegate may
prescribe."

Accordingly, this return will be made available for inspection by the public at the office of the District Director

of Internal Revenue in which it is filed.

3. Activities in items 19 (b) and (c) , 20 (6), and 22 (6) should be classified according to purpose in greater detail
than merely charitable, educational, religious, or scientific. For example, payments for nursing service, laboratory
construction, for fellowships, or for assistance to indigent families should be so identified.

4. The balance sheet, Schedule A, should agree with the books of accounts or any difference should be reconciled.

5. Severe penalties are provided by law for failure to furnish this information.

6. For further information see regulations under section 6034 of the Internal Revenue Code.

10—63771-3 (I S GOVERNMENT PRINTING OFFICE
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Index

Academic freedom, 158, 164, 206, 222-

223, 225
Academy, of Plato, 23, 105
Accident prevention, 288
Accountability, of foundations, 301-304
Accumulation: of income, 42, 92-97,

3°5> 343; "unreasonable," 27, 61, 95-
98, 122, 398, 410

Acts. See Legislation

Administration, of foundations, 128,

1 41-144, 262-263, 307, 3 1
4-3 18

Africa, 250, 251
Age, of trustees, 68-70
Aged, 51, 175, 257, 289, 290
Agricultural sciences, 137, 253, 260-276,

321
Alabama, i6t, 74*
Aldrich, Malcolm P., 78, 8572

Allentown (Pa.), 291
Altman Foundation, io8£

American Academy in Rome, 12

American Bankers Association 33*, 239,
244

American Bankers Association Founda-
tion for Education in Economics, 239,

244
American Bar Association, 4, 50, 133, 304
American Birth Control League, 331
American Board of Commissioners for

Foreign Missions, 294
American Brake Shoe Foundation, 65
American Council on Education, 213/2,

214
American Dilemma, An (Myrdal), 223
American Foundation for Political Edu-

cation, 314*, 375
American Foundations, 14*

American Foundations and Their Fields,

early editions, 14*
American Foundations and Their Fields, VII

(Rich), 14*, 1% 45*, 233/2, 278/, 279,
306/2, 341

American Foundations for Social Welfare

(Harrison and Andrews), 14*, ijt,

40/2, 45*, 93/2, 172/2, 278*, 312/2

American Foundations Information
Service, 13, 181, 306, 318, 341

American Foundations News, 341
American Friends Service Committee,

253
American Fund for Public Service, 3 1 4*,

375
American Library Association, 281
American Marketing Association, 1 33
American Missionary Association, 12

American-Scandinavian Foundation,

25°> 295> 3 l ¥> 375
American Statistical Association, 133
America's Needs and Resources, 288/2, 290*,

337'
Anderson, Mrs. Elizabeth Milbank, 159
Anderson (M.D.) Foundation, gg, io8£,

286
Andrews, F. Emerson, 3, 304/2; books

quoted, 14*, lyt, 29/2, 30/2, 40/2, 42/2,

45*> 58n > 93^ i4 IW
>

l 7*n>
r 78^ 258">

278*, 290*, 312/2

Answers to Questionnaire. See under

names of foundations
Anthropology, 248
Appeals for funds, 31, 126-127, 170-194
Applied research, 259, 262, 267-269
Appreciations of Frederick Paul Keppel, 23/2,

130, 132/2, 197/2

Appropriations, 122-124, 163
Archbishop of Canterbury, 300
Arizona, 1 7/, 74*
Arkansas, 16*, 74*
Armed Services Procurement Regulations, 2

1

3

Armstrong Foundation, Judge, 203
Artemis, 23
Articles of incorporation, 50
Arts, support of, 34~35> l l

<2
>

T 76 ,

292, 348
Asia, 250, 251, 296
Assets, foundation, 17, 60, 107-109, 261,

Association for the Aid of Crippled Chil-

dren, 108*, 314*, 375
Atkinson Charitable Foundation, 234,

239, 241, 294, 314*, 375
Atlanta, 30
Atomic Energy Commission, 213, 286
Attitudes of givers, 1

445



446 PHILANTHROPIC FOUNDATIONS

Attitudes Toward Giving (Andrews), 141
Attorney general, 48, 304
Audit, of foundation books, 45
Auschwitz, 146
Avalon Foundation, 108?, 291, 314^, 376
Axt, Richard G., 258

Baker (George F.) Charity Trust, 12
Baker-Hunt Foundation, 376
Balance sheet, 125, 305, 314-317
Bamberger (Louis) and Mrs. Felix Fuld

Foundation, 376
Bank: investment service, 11 2-1 13; as

trustee, 45, 46, 64, 114
Barnard, Chester I., 36??, 137-138, 185-

186
Basic research, 259, 262, 267-269
Beaumont (Louis D.) Foundation, io8£
Behavior sciences, 179, 248
Behlow, Robert, 192
Belfour, Stanton, 128
Belgian American Educational Founda-

tion, 314*, 376
Benwood Foundation, io8£

Bequests, charitable, i8£, 32, 49, 337^2,

338
Beveridge, Lord, 2472, 304
Bickell (J.P.) Foundation, 314*, 376
Biological sciences, 35, 137, 254, 260-

276, 286
Birth Control League of Massachusetts,

33i
Blaine, Mrs. Anita McCormick, 293
Blind, the, 257, 291, 300
Board of Directors of City Trusts, City

of Philadelphia, 148; finances, 94,
106, 10827 reports of, 314^ 376; stu-

dent aid, 241
Boettcher Foundation, io!Qt

Bogert, George G., 48
Bok (Mary Louise Curtis) Foundation,

108*

Bollingen Foundation, 3 1 4^ 323, 327, 376
Bonds, 1 10-1 11, 116
Boston, 53, 93-94
Boy Scouts of America, 1 75
Brady, Robert A., 325-326
Brandt, Lilian, 4272, 178/2, 31272

Brazil, 295
Brides, 289
Brief Sketch of George Peabody and a His-

tory of The Peabody Education Fund
(Curry), ioira

British Isles: American gifts to, 154, 251,

252; foundations in, 39, 253, 304;
Nathan Report, 23, 149

Brookings Institution, 297, 327, 376
Brown University, 1 80-1 81

Brownell, Francis H., 145

Buhl Foundation, 84, loSt, 314^ 376
Buildings, contributions for, 209, 284
Bulova, Joseph, School of Watchmak-

ing, 3 1

Bulova Watch Company Foundation,
30-3 1

Bureau of Internal Revenue. See Inter-
nal Revenue Service; U. S. Treasury
Department

Burke (Winifred Masterson) Relief
Foundation, 314*, 376

Burroughs Newsboys Foundation, 357
Bush, Vannevar, 36, 116, 347
Business as a System of Power (Brady), 325-

326
Business leases, and foundations, 403-

407
By-laws, of foundations, 50, 5 1 , 60, 80

California, 17/, 45^ 74*, 75
Callaway Community Foundation, 1 oSt

Campbell (John Bulow) Foundation,
108*

Canada, 19, 119, 154, 234, 246, 253
Cancer, 269
Cannon Foundation, loSt

Canterbury, Lord Archbishop of, 300
Cape Hatteras National Seashore Rec-

reational Area, 291
Capital, 92-105; accumulating, 42, 92-

98; gains, 97-98, 1 01; income from,
i8£, 29027 spending, 27. See also Assets

Caribbean, British, 246
Carnegie, Andrew, 38-40, 79, 220;

foundations, 19, 20, 22, 39-40, 56,

100, 145, 153, 294, 295; gospel of

wealth, 39, 206; libraries, 39
Carnegie Company, 39
Carnegie Corporation of New York, 40;

finances, 97, loSt, not, 113, 116-117,

119, 123, 143, 261; grants of, 20, 115,

145, 1 70-1 71, 180, 197, 209, 219, 220,

223, 237, 280, 291, 296; policies of,

22, 185, 189, 190, 191, 201, 222, 225,

251, 326; reports of, 198, 310, 312,

314^,319, 377; staff, 88, 129-130, 134,

136-137; trustees of, 66-67, 70, 81-82,

84, 86-87, 132
Carnegie Endowment for International

Peace, 40; finances, 108^ 113; history

of, 56, 134; program of, 153-154, 291,

295> 3 2 7; reports of, 303, 310, 314*,

319, 377; trustees of, 79, 80, 83, 87
Carnegie Foundation for the Advance-
ment of Teaching, 40, 43, 49, 88;

finances, 99-100, loSt, 113, 119; pen-
sion plan, 19-20, 135, 207, 220;
policies of, 174, 210-21 1, 325; reports

of, 51, 310, 314*, 377; studies by, 20
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Carnegie Hero Fund Commission, 12,

39, 88, 314*, 377
Carnegie Institute of Pittsburgh, 39, 88
Carnegie Institute of Technology, 39,

193*238
Carnegie Institution of Washington, 39,

43; finances, io8f, 113, 115/2, 116, 145;
program, 271, 286; reports of, 310,
3i4*> 377

Carter (Amon G.) Foundation, loSt

Carter, William, 148
Carver (George Washington) Founda-

tion, 314*, 377
Casey, William J., 47/2, 59/2

Catholics, 75
Cattaraugus County, 159
Chairman, of board of trustees, 87
Chambers, M. M., 5 m, 56/2, Son, 99/2

Charitable Gifts Act, 1
1

9

Charitable Trust. See Trust, charitable

Charity, definition, 1 1, 51-52; organiza-
tion, 156; rackets, 40

Charter, of foundation, 23, 30, 32ft, 49-

55, 80, 179, 420-421; of United
Nations, 154

Charters of Philanthropies (Chambers),
5m, 8on, 99/2; (Elliott and Chambers),
5672

Chemistry, 156
Chicago, 78, 235, 297
Chicago Community Trust, loSt, 235,

24 1
, 3 T 4^ 3 2 °> 377

Child welfare, 152, 175, 289
Children's Fund of Michigan, 103, 314^

377
China, 216, 250, 252
China Medical Board of New York,

io8f, 216, 250, 314?, 378
Christ, 294
Church-in-the-Gardens, 1 78
Church Peace Union, 12, 294, 314*, 378
Churches, 51, 293-294; and family foun-

dations, 26, 176; no support for, 177,
178; and tax exemption, 337

Cincinnati (Ohio), 243
Cities Service Company, 31
City planning, 297
Civil War, 41
Clark, Evans, 142*, 333/2
Clearing house, for foundations, 1 86
Cleveland Foundation, 32; finances, 100

1 o8t; program, 34, 87; reports of, 3 1 4*,

378; trustees of, 66
Cleveland Trust Company, 66
Colburn, Richard T., 1 45
Collectivism, 202, 345
College Entrance Examination Board,

240
Colleges: foundation support, 175, 207-

213, 236-237, 273-275, 279-284; for

Negroes, 115, 197; no support for,

178; reports to, 318-319; and trustees,

71-72
Colorado, ijt, 74*
Colorado Fuel and Iron Company, 342
Columbia University, 46, 296
Columbia University Press, 325, 327
Committee for Economic Development,

281
Committee on Friendly Relations
Among Foreign Students, 253

Committee of the Permanent Charity
Fund, 53, 316*, 383

Committee service, 140
Common Good funds, 148-149
Commonwealth Fund: finances, 10827

grants of, 178, 227-228, 286, 287;
policies of, 22, 78, 85, 136, 160, 252,
327-328; reports of, 314*, 378

Communism, 134-135, 205-206, 250,344
Community chests, 26
Community Chests and Councils of

America, 341
Community Service Society of New

York, 290
Community trusts, 32-34; and banks,

32, 38, 46, 114; change of purpose, 53;
declaration of trust, 429-432; distribu-

tion committees, 32, 34, 46, 66, 127;
family foundations, 149-150; pro-

grams of, 291, 341; staff for, 127-128;
trustees of, 65-66, 82

Community Trusts in the United States and
Canada, 332*

Company-Sponsored Foundations, 29/2, 42/1

Conference of Southwest Foundations,

340
Conference of Texas Foundations and

Trust Funds, 340
Conference on Wills, Annuities, and Special

Gifts, 173/2, 182/2

Conferences, foundation support of, 1 72,

176
Congress, 36; and foundations, 43, 45/,

33°~33 l
> 332

Congressional investigations, of founda-
tions, 3, 342-347; Cox, 298, 343-345;
Reece, 298-299, 345-347; Walsh, 298,

342-343
Connecticut, i6t, 45 1, 74/
Conservation Foundation, 314/, 378
Constitution, 51, 60, 422-428; of U.S.,

154, 202, 326
Consultants, to foundations, 85, 138-

139. 224
Consumer expenditures, 192-193
Consumers' Price Index, 97, 192, 269/2

Controls: of foundations, 1, 302, 304,

307, 31 1-3 1 2; of grantees, 140, 203,

221-224, 325
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Controversy, and foundations, 199-204;
example, 325-326; policy toward, 19,

158, 190, 298-299, 347, 348, 350
Cook County, 235
Co-option, in trustee boards, 70, 81, 83
Cornell University, 223, 296
Corporation foundations, 29-32; poli-

cies of, 114, 189; programs of, 233-
234, 283-284, 299, 348; taxation, 58,

339; trustees of, 46, 65, 82, 128
Corporation Giving (Andrews), 2972, 3022, 5822

Corporations: contributions of, 18/, 57,
282, 284, 290*; tax on, 121

Council for Financial Aid to Education,

219, 284
Council of Southern Universities, 249
Couzens, Senator James, 103
Cox Committee, 343-345; and Com-
munism, 134-135; inquiries of, 53,
76-80, 86-87, 100, 129, 201, 215-216;
recommendations of, 186, 306-307.
See also Final Report, Select (Cox) Com-
mittee; Hearings, Select (Cox) Com-
mittee

Cox, E. Eugene, 302. See also Select

(Cox) Committee
Crabtree (Lotta M.), Trustees, 12

C.R.B. Educational Foundation. See

Belgian American Educational Foun-
dation

Credit Union National Extension Bu-
reau, 332

Cromwell, William Nelson, 145
Cullen Foundation, io8£, 378
Cumulative List, 61, 305
Curie, Madame Marie, 94
Curry, J. L. M., 10122

Cy pres, 25, 99-100

Danforth Foundation, 108*
Davis (Samuel G.) Fund, 25
Davis, Jackson, 280
Davis, John W., 134/2

Dead Hand, The (Hobhouse), 2422, 10222

Dean (James) Fund, 53
Deardorff, Neva R., 14*
Declaration of Independence, 154, 202,

327
Deductions, charitable. See Taxation
de Forest, Robert W., 65
de Hirsch (Baron) Fund, 378
Delaware, i6£, 45*
Denmark, 72
Department of Defense, 286
Depression, the Great, in, 11 5- 116,

152-153, 215, 334
Dewhurst, J. Frederic, 28822, 2gof, 337/
Diffenbaugh (Harry J.) Fund, 243
Discretionary perpetuities, 100-102

Dissolution, of foundations, 50, 102-105
Distribution committee, 32, 34, 46, 66,

127
District director of internal revenue, 61,

305-306
District of Columbia, i6t, 43, 73-75,

i54> 292
Diversification, of investments, 1 06, 1

1

9

Dividends, 98, 161

Dodd, Norman, 200
Dodge (Cleveland H.) Foundation, 296,

315^ 378
Doherty (Henry L.) Educational Foun-

dation, 31
Dollard, Charles, 66-67, 86-87, 136-

137, 1 80-1 8l, 185, 22222

Donner Foundation, io8£

Donors, i8t, 38-40, 144, 290?; control

bv
> 55~57> 67-68, 133, 257, 302;

motives of, 41-42, 146; prohibited
transactions, 1 20-1 21, 396-397, 408-

409; taxation, 339-340
Drincqbier Fund, 24
Duke (Angier B.) Memorial, 232, 234,

243-244, 315*, 378
Duke (Doris) Foundation, 12, 315*, 378
Duke Endowment: finances, 94, 106,

io8f, 313; program, 198, 293; reports

of, 3 l 5*> 378 ;
trustees, 85, 87

Duke, James B., 106
Duke Power Company, 106
Duke University, 198, 234
Dulles, John Foster, 1 34
duPont deNemours and Company, E. I.,

227

East European Fund, 315^ 378
Eaton, Berrien C, Jr., 5972

Economic and Social History of the World
War, 154

Economics, 157, 179, 278-279, 297, 298-
300

Edison Institute, 41
Edison, Thomas A., 94
Education: foundation support, 25, 30,

179, 207-213, 273-275; government
and, 34-35; medical, 137, 283, 287,
288; statute of charitable uses, 51;
trustees, 71-72, 73. See also Fellow-
ships; Scholarships

Educational Television and Radio
Center, 281

Edwards Scholarship Fund, 315J, 379
El Pomar Foundation, 80, 84, io8£

Election, of trustees, 80-84
Elliott, Edward C, 56/2

Embree, Edwin R., 153, 197, 21772,

29622; Investment in People, 5622, 6522,

8m, 10322, 1 1622
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Emery (Thomas J.), Memorial, 12

Emory University, 218
Employees: corporate giving affecting,

30; of foundations, 132-135, 307, 414-
415. See also Staff, professional

Endowments: college, 207-209, 282,

284*; foundation, 22, 38, 40, 98-105,
i45> 338~339; general, 178

Engineering sciences, 35, 39, 210, 254,
259-276

England: American gifts to, 154, 251,
252; foundations in, 39, 253, 304;
Nathan Report, 23, 149

Episcopal, 75, 76
Eskimos, 294
Etwall Parish, 24
Europe, 116, 251, 252
Excess profits tax, 30
Exchange students, 154, 216, 241, 250-

254, 295
Executive committee, 89, 122, 127
Exemption, application for, 48, 59-62.

See also Taxation
Expenditures, foundation, 17, 108-109,

263
Experiment in International Living, 253

Falk (Maurice and Laura) Foundation,

104, 108*, 291, 299, 315^ 379
Family foundations, 26-29, 339; appeals

to, 172-173, 181; consolidation of,

147-149; donor direction, 64-65, 68,

302; programs, 189, 196, 279, 293,

348; reports of, 311; staff problems,

144-145
Far East, 154, 252
Farm Foundation, 82, 294, 315^ 379
Fellowships, 245-256; from corpora-

tions, 284^; Ford Foundation, 171,

251; foreign, 154, 216, 241, 250-254,
295; from foundations, 155, 176, 206,

275^ 319; Rockefeller Foundation,

217, 231-232, 247-248, 321, 324; tax-

ation, 255-256, 390; for teachers, 249,
250

Fels (Samuel S.) Fund: finances, io8£;

policies of, 54, 104; program of, 286;
reports of, 303, 315/, 379

Field Foundation: collaboration, 187;
finances, io8£; reports of, 315^ 379;
trustees of, 78, 80, 194

Field, Marshall, 78, 187, 194
Filene, Edward A., 99, 152
Final Report, Select (Cox) Committee,

78ft, 135??, 298ft, 34471
Finance committee, 89, 111-112, 116,

r 3i

Finances, 92-125; accumulation, 42, 92-

97> 343> 398> 4IQ ;
appropriations,

122-124, 163; endowments, 98-105,
338-339; income rates, 107, in, 115-
117; investments, 105- 113, 125; re-

porting, 124-125, 313-317; security,

115-117
Fleischmann (Max C.) Foundation of

Nevada, 84, 103, 108*

Fleischmann, Sarah Hamilton, 103
Fleming, Sir Alexander, 94
Flexner, Abraham, 20
Flint, Michigan, 280
Florey, Sir Howard, 199
Florida, i6t, 293
Foley Brothers Store Foundation, 1 07
Forand, Aime J., 86, 173-174, 251
Ford, Edsel, 59
Ford Foundation: finances, 1572, 58-59,

96, io8t, 123, 143, 144, 261, 302; for-

eign operations, 217, 251, 295; grants
of, ijn, 171, 184, 192-193, 237, 248,
266, 274, 281, 283, 287-288, 291, 327;
history of, 27-28, 41-42, 139, 214-
215; policies of, 20-21, 151-152, 166,

178, 179, 188, 213, 224-225, 226; re-

ports of, 315^, 379; trustees of, 65, 70,

86, 87
Ford, Henry, 59
Ford, Henry, II, 27-28, 41-42, 86, 302
Ford Motor Company, 41, 59, 236
Ford Motor Company Fund, io8t, 236,

241
Foreign missions, 294
Foreign operations, of foundations, 1 43,

215-217. See also Exchange students
Forest Hills Gardens, 1 78
Formosa, 250
Forms: 990-A, loqt, 125, 262, 276, 303,

3 5~3°9> 436-439; 99°-T>
125/z; 1023,

60-61, 434-435; 1041-A, 125, 440-441
Fort Worth (Texas), 203
Fosdick, Raymond B., 43/2, 65ft, 146^,

196ft, 199, 299ft, 321
Foster (James) Foundation, 341
Foundation, The (Keppel), i2n, 133ft,

222ft

Foundation Expenditures for Scientific Re-

search (Andrews), 258ft

Foundation for Research on Human
Behavior, 215, 315/, 379

Foundations: assets of, 17; corporation,

29-32, 114, 189, 233-234, 283-284,

299, 348; definition of, 11; family, 26-

29, 64-65, 68, i44-i45> 1 47- 1 49, l89>
196, 279, 293, 302, 311, 348; finances

of, 92-125, 163, 338-339; foreign

activities of, 143, 215-217; programs
of, 18-21, 277-300; reporting of, 301-

333; trustees of, 63-91
Foundations and Accountability (Spivack),

303ft, 311ft, 322ft
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Foundations' Fund for Research in Psy-
chiatry, 315*5 379

Four H Clubs, 251, 280
France, 154, 250
Frankfurt, University of, 116
Franklin, Benjamin, 93-94
Franklin Foundation, 94
Franklin Technical Institute, 94
Freeman (Henry G., Jr.), Estate of, 241
Freeman Pin Money Fund, 24
Fruit of an Impulse (Savage), 1972, 43ft,

1 oon, 1 1 gn
Fund for Adult Education, 215, 248,

281, 315*, 329, 379
Fund for the Advancement of Educa-

tion, 96, 215; program of, 219, 249,
266/2, 281; reports of, 315/, 380

Fund for the Republic, 215, 266/2, 281,

297. 3 l 5t> 38°

Gaither, H. Rowan, Jr., 139, 19372

Galileo, 177
Garrett, Ray, 4
Gates, Frederick T., 155, 197, 299
General Education Board: finances, 101,

io8£, 261; grants of, 115, 178, 197,

198, 207-208, 218, 219, 249; history

of, 40, 43, 280; policies of, 25, 89, 221

;

reports of, 310, 31 5*, 380
General Motors Company, 175
Geographical distribution: of commu-

nity trusts, 33-34; of foundations, 14-

17; of trustees, 73-75, 78-80
George, Henry, 54, 299
Georgia, i6t, 74*, 220
Georgia Warm Springs Foundation,

315/, 380
Germantown (Pa.), 292
Germany, 116, 250
Girard College, 106, 241
Girard College Trust, 148
Girard, Stephen, 106
Girl Scouts, 1 75
Glenn, John M., 42/2, 88, 178/2, 312/2

Goff, Frederick H., 34
Goodwin, Angier L., 345
Gospel of Wealth, and Other Timely Essays

(Carnegie), 3972, 206/2

Government, in philanthrophy, r, 285-
286, 289-291; in research, 264, 347

Government and public administration,

264, 278-279, 297-298
Governmental foundations, 34-37. See

also National Science Foundation
Grant Foundation, 117, 296, 3 1

52*,

380
Grantees: control of, 140, 203, 221-224,

325; relations with, 221-223; reports

from, 224-226

Grants, 195-230; applications for, 170-

194, 322; conditional, 209, 219-221;
vs. direct operation, 1 51-153, 161,

191; duration, 217-218; for educa-
tion, 207-213; for endowment, 207-
209; initial, 61; matching, 218-219;
to persons, 205-207, 273-275; report-
ing, 306-307, 310, 314-317, 322; for

research, 209-213; terminal, 228-230
Gray, Justice, 1

1

Great Books Foundation, 281
Great Britain: American gifts to, 154,

251, 252; foundations in, 39, 253, 304;
Nathan Report, 23, 149

Griffith Music Foundation, 292
Guaranty Trust Company of New York,

82
Guggenheim (John Simon) Memorial

Foundation: finances, loSt, not, 145;
grants of, 246-247, 255, 274, 293;
history of, 246; policies of, 90, 102,

206, 2 1 6, 348; reports of, 52, 3 1 5/, 3 1 9,

380
Guggenheim (Murry and Leonie) Foun-

dation, 287
Guggenheim, Mrs. Simon, 246
Guggenheim, Senator Simon, 90, 102,

145, 246

Hahn, Maxwell, 187
Hanover Bank, 82
Harkness, Edward S., 85, 287
Harmon Foundation, 244
Harriman, Mrs. E. H., 145
Harrison (Thomas Skelton) Foundation,

297. 3 I 5 t
» 38°

Harrison, Shelby M., 14*, ijt, 40*, 45*,

93«, 17272, 278/, 31272

Hartford Foundation for Public Giving,

12, 3152*, 380
Hartford (John A.) Foundation, io8£,

287
Harvard University: early costs in, 232;
endowment, 208; grants to, 46, 185,

209, 296; trustees from, 71
Harvard University Press, 327
Hat Research Foundation, 1

2

Havens Relief Fund Society, 1

2

Hawaii, ijt

Hayden (Charles) Foundation, 108/,

3 l 5*> 38°
Hayes, Ralph, 322
Haynes (John Randolph and Dora)

Foundation, 297
Hays, Wayne L., 200, 202, 308, 331, 346
Hazen (Edward W.) Foundation, 294,

3 l 5t
> 38°

Health, 30, 55, 277-279, 284-288
Health agencies, 273-275, 284-288
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Health and welfare funds, 289-290
Hearings Before Subcommittee on Interstate

and Foreign Commerce, 342/2

Hearings Before the Committee on Ways and
Means, 342/2

Hearings, Select (Cox) Committee, 13/2,

28/2, 29/2, 41-42, 78ft, 79/2, 82/2, 84, 85/z,

86-87, 11972, 134/2, 137/2, 138/2, 174/2,

180-181, 186-187, I 9 I_I 92 ? *94>

217/2, 222/2, 223/2, 246-247, 25I, 302,

304/2, 319/2, 321/2, 347
Hearings, Special (Reece) Committee,

134, 1 60-1 61, 188, 193/2, 200-201,

202, 223/2, 308/2, 320/2, 327, 330-332
Hebrew classics, 294
Heckman, A. A., 47/2

Heinz (Howard) Endowment, 3152", 380
Hendrick, Burton J., 39/2

Herring, Pendleton, 200-201
Higgins (Eugene) Scientific Trust, 46,

108*

Hill (Louis W. and Maud) Family
Foundation: finances, 10927 grants
of, 283; policies of, 98/2, 183; reports

°f> 3 r 5*> 381; trustees of, 46, 63, 82
Hillman (Sidney) Foundation, 381
Hillside Industrial Foundation, 1 47
Hiss, Alger, 134
Hitler, Adolf, 145
Hobhouse, Sir Arthur, 24/2, 102
Hoffman, Paul G., 214
Hogg Foundation for Mental Hygiene,

381
Hollis, Ernest Victor, 40/2, 220/2, 329
Hong Kong, 250
Hooker, John D., 145
Horace, 293
Horseshoeing, 24
Hospitals: foundation support of, 26,

175, 176, 283, 284, 287-288; no sup-
port for, 177; research in, 155-156,
260, 273-275; tax deductibility, 337

Housing, 159
Houston Endowment, 104, 1 07-1 10
Humanities, 137, 201
Hyams (Godfrey M.) Trust, 1092", 303

Ibec Research Institute, 295
Idaho, lyt, 74*
Illinois, 15, 162", 45^, 74*
Income, of foundations, 107-109, in,

1
1
5-1

1 7, 261, 314-317. See also Inter-

est; Investment
Independent Aid. See Duke (Doris)

Foundation
India, 295
Indiana, i6t, j^.t

Indianapolis Foundation, 315^ 381
Indians, 294

Indirect costs, 212-213
Individuals, donations of, 182", 38-40,

144, 290^ See also Donors
Indonesia, 250
Industrial Relations, 343/2
Industrial Relations Commission, 342
Inflation, 106, 116, 208
Institute of International Education,

253> 254
Intercultural Publications, 327
Interest, 98; compound, 92-93; rates of,

104, 1 16, 208; on student loans, 243-
245

Internal Revenue Code, 388-419; Code of

1954: accumulation, 96-98; contribu-
tion deduction, 57, 337; dividend de-
duction, 161; exemption under, 44,

48, 54, 59-60; prohibited transactions,

112, 1 20-121; propaganda clause,

3 2 4> 33 -332; reporting required, 125,

305-309; and scholarships, 255-256.
Former codes, 44, 255, 330

Internal Revenue Service: exemption
rulings, 44, 60, 305, 308, 331-332; re-

ports to, 45, 124
International Conciliation, 154, 327
International Educational Exchange

Service, 252, 253-254
International House Association, 253
International law, 153, 154
International relations, 28, 154, 2782",

294-296
Investment, 110-113, 131; legal limita-

tion, 64; listing, 125; services, 112-

113; types of, 1 01, 105-112; yield of,

107, 117
Investment in People (Embree and Wax-
man), 56/2, 65/2, 81 n, 103/2, 1 1 6/2, 296/2

Iowa, 1 6t, 74^
Iran Foundation, 3 1 5?, 381
Italy, 250

James Bay (Canada), 294
James Foundation of New York, 103-

104, 109;, 294, 315*, 381
James, Henry, 23/2, 130/2, 132, 197/2

Japan, 250, 294
Japanese, 297
Jarvie (James N.) Commonweal Serv-

ice, 12

Jeanes (Anna T.) Foundation, 146, 280
Jefferson Military College, 203
Jesus Christ, 294
Jews, 75, 203, 296-297
Johns Hopkins University, 196
Johnson, Joseph E., 79, 319-320
Juilliard, Augustus D., 82
Juilliard Musical Foundation, 26, 82,

1 01-102, 109*, 145, 238-239
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Juilliard School of Music, 26, 239
Justinian, Christian Emperor, 23

Kaiser (Henry J.) Family Foundation,
109*

Kalamazoo County, Michigan, 288
Kansas, i6t, 24, 147
Kansas City Association of Trusts and

Foundations, 147-148, 219, 316*, 381
Keele, Harold M., 78-79, 86-87, l8l

>

187, 191, 344
Keeling, Guy W., 24^
Kellogg (W. K.) Foundation: finances,

109*; policies of, 189-190, 288; pro-
gram of, 215, 252-253; reports of,

316*, 381; trustees, 83-84
Kemmerer, Edwin Walter, 1 1

6

Kentucky, i6t, 62, 74^
Keppel, Frederick P., 23, 131, 185, 197,

325; books quoted, 12, 83, 133, 143,
222n; reports quoted, igon, 203

Kift (Robert L.)—Thomas R. Mullen,

Jr. Memorial Foundation, 316^, 381
Kiger, Joseph C, i8n, 45*, 53-54, 10m,

216
Kimball, Lindsley F., 228
Knights Templar Educational Founda-

tion, 243
Knapp, Seaman A., 280
Koch, Arnold, 331
Korea, 232, 250, 252
Kosciuszko Foundation, 295, 316/, 382
Kresge Foundation, 109/, 316/, 382
Kress (Samuel H.) Foundation, 109/,

287

Ladd (Kate Macy) Foundation, 1 09/
Ladd, Mrs. Kate Macy, 55
Ladimer, Irving, 285
Lambert, Richard D., 254
Langland, William, 52
Lasser, J. K., 47^, 59/2

Latin America, 154, 246
Latin-American Economic Institute, 133
Law of Trusts, The (Scott), 48^
Law of Trusts and Trustees (Bogert), 487?

Law schools, 295
Layman Foundation, 62n
League of Nations, 332
Leases, and foundations, 60, 1 2

1

Legal service, 131
Legislation: Charitable Gifts Act

(Canada), 119; National Science
Foundation Act, 35; Revenue Acts:

i934> 33 -332; 1950, 3> !3> 27, 42, 95>
1 20-121; Statute of Charitable Uses,

51-52. See also Internal Revenue Code
LeTourneau Foundation, 294

Letter of Gift, 23, 55-57; Carnegie, iyn;
Filene, 99; Guggenheim, 90, 102, 246;
Peabody, 101; Sage, 118; Slater, 310

Lexington Foundation, 382
Liability, of trustees, 64
Libbey (Edward Drummond) Trust,

26, 109*
Libraries: Carnegie and, 39, 115, 206,

220; foundation support, 154, 156-
l 57> l 75~ l 1^ 209; no support, 177;
reports in, 318-319

Library of Congress, 310
Life of Andrew Carnegie (Hendrick), 3972

Life sciences, 259-276
Lilly Endowment, 109*, 3 1 6^, 382
Lindeman, Eduard C, 70, 72-73, 277-

278
Liquidating funds, 55-56, 102-105, 122
Lithopolis, Ohio, 232
Little, Royal, 85, 342
Loans: to individuals, 177, 178, 289;

student, 25, 118, 242-245
Longwood Foundation, io6n
Loose (Carrie J.) Fund, 147
Loose (Ella C.) Fund, 147
Loose (Jacob L.) Fund, 147
Lord, Walter, 47/1, 5972

Los Angeles, 297
Louisiana, 16*

Lowry, Howard, 211/2

Loyalty investigations, 134-135
Ludlow massacre, 342
Luling Foundation, 382

Macy (Josiah, Jr.) Foundation, 55,
109/, 224/2, 286, 316/, 382

Maecenas, Gaius, 292-293
Maine, i6t, 74*
Malaya, 250
Manpower, scientific, 37
Manual of the Public Benefactions of Andrew

Carnegie, 3972

Marconi, Guglielmo, 94
Markle (John and Mary R.) Foundation:

finances, iogf, 11027 policies of, 90;
program of, 249, 286; reports of, 316^
382

Marriage portions, 52, 289
Marshall Plan, 134
Maryland, 15, i6£, 45*
Massachusetts: foundations in, 16/, 25,

45^, 46, 93-94; trustees from, 74^; wel-

fare department review, 49
Massachusetts Institute of Technology,

209
Mathematical sciences, 35, 254, 259-

276
Matz (Israel) Foundation, 294
Mayo Association, 109*



INDEX 453

McGormick (Elizabeth) Memorial Fund,
I52

> 3 l6'> 382
McGregor Fund, 3

1

6t, 382
Medical Education in the United States and

Canada (Flexner), 20
Medical schools, 137, 283, 287, 288
Medical sciences, 35, 137, 249, 254, 259-

276, 284-288
Medicine, 155, 178, 196
Mellon (A. W.) Educational and Chari-

table Trust: finances, 102, 109^;

grants of, 287, 291, 292; reports of,

316/, 382
Mellon (Richard King) Foundation,

109*, 287
Menninger Foundation, 382
Mental health, 1 59
Mexico, 321
Meyerhoff, Howard A., 245
Michigan: foundations in, 16/, 45*, 280;

project in, 288; regional meeting, 188,

219, 341; trustees in, 74^
Middlebush, F. A., 173-174, 222
Milbank Memorial Fund, 67^, 88, 109^

158-159, 316*, 382
Mill, John Stuart, 1 02
Mills, David B., 175
Mills, Ella, 1 75
Mills (Davella) Foundation, 175-176
Miner (William H.) Foundation, iogf

Minnesota, i6t, 47, 74^ 75, 283
Mississippi, i6t

Missouri, i6t, 45^ 74^, 243
Model Non-Profit Corporation Act, 50,

304 1

Moe, Henry Allen, 52, 2o6n, 246-247,3 1

9

Montana, ijt, 74*
Moody Foundation, io6n
Morgan, J. P., and Company, 113
Morrow, Dwight, 85
Mortgages, 1 10-1 1

1

Motion pictures, 139, 158
Mott (Charles Stewart) Foundation,

109*, 280
Mount Vernon, Ohio, Community

Trust, 34, 46, 429-432
Mullanphy, Bryan, 25
Murray (Philip) Memorial Foundation,

297
Museum of Modern Art, 292
Museums, 26, 39
Music, support of, 35, 39, 292

Nathan, Lord, 23, 148
Nathan (Lord) Committee, 23, 149
National Association for the Advance-
ment of Colored People, 297

National Association of Foreign Student
Advisers, 253

National Bureau of Economic Research,

299
National Cancer Institute, 286
National Committee on Community

Foundations, 33, 149, 341
National Committee on Foundations
and Trusts, 144/2

National Council of the Churches of
Christ, 75*

National Foundation for Infantile Pa-
ralysis, 286

National 4-H Club Foundation, 251
National Gallery of Art, 292
National Heart Institute, 286
National Industrial Conference Board,

297*, 44
National Institute of Arthritis and

Metabolic Diseases, 285-286
National Institute of Dental Research,

286
National Institute of Mental Health, 286
National Institute of Neurological Dis-

eases and Blindness, 286
National Kids Day Foundation, 1

2

National Merit Scholarship Corpora-
tion, 237-238

National Microbiological Institute, 286
National Research Council, 214, 254
National Science Foundation, 35-37;

board members, 66; fellowships, 254-
255; reports of, 316*, 383; scientific

research survey, 3, 258-276
National Science Foundation Act of 1950, 35,

36
National Social Welfare Assembly, 341
National Society of Professional Engi-

neers, 133
National Travelers Aid Association, 25
Natural sciences, 1 78
Near East, 251, 252, 296
Nebraska, 16/, 74*
Negro Rural School Fund, 146
Negroes, 203, 248, 296-297; schools,

115, 146, 197, 280
Nelson (William Rockhill) Trust, 109*
Net worth, of foundations, 107
Nevada, ijt

New England, 79
New Hampshire, 1 6t, 44, 74/, 304
New Haven Foundation, 316*, 383
New Jersey, i6t, 45^ 62, 74^, 147, 300
New Jersey Bell Telephone Company,

137
New Mexico, ijt

New World Foundation, io6/z, 293
New Year's Day, 24
New York City: foundations in, 15, 77,

154; joint meetings in, 219, 341;
projects in, 155, 239, 290, 291, 294;
trustees in, 76, 78
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New York Community Trust: finances,

iog£; program, 34, 149-150; reports

of, 33<, 3 l6t
> 322 > 383

New York Foundation, 99, 1 09*, 1 1 ot,

249, 316*, 383
New York Post, 150
New York State: fees in, 1 13-1 14; foun-

dations in, 14-15, 16/, 43, 45/, 47, 188;
project in, 159; trustees in, 73-75, 79.
See also New York City-

New York Times, 149, 332
New York University, 287, 341
New York World, 1 50
Newfoundland, 19
Newman (Ray and Charles) Memorial

Foundation, 291
Noble (Samuel Roberts) Foundation,

logt

Nonprofit corporations, 49, 50
Normal schools, 280
North Carolina, i6t, 74^ 234, 291, 293
North Dakota, 16*

Noyes (LaVerne) Scholarship Fund, 25,

233
Nuffield Foundation, 252-253
Nutrition, 159, 286
Nutrition Foundation, 31, 316^, 383

Oberlaender Trust, 383
CEuvres (Turgot), 102
Ohio, 1 6*, 26, 45^, 74t, 232
Oklahoma, i6£

Old-age assistance, 1

8

Old Dominion Foundation, 109^, 209,

291, 316*, 383
Olin Foundation, 109/, 283
One-day Conference on Problems of the Chari-

table Foundation, 5972, 34m
Ontario (Canada), 119, 239
Operating foundations, 1 51-169; ex-

amples, 153-159; publication by,

169; staff problems of, 162-167; taxa-

tion and, 1 60-1 61, 333
Operating Principles of the Larger Founda-

tions (Kiger), i8n, 54/2, 10m, 2i6n
Optional perpetuities, 100-102
Oregon, 1 Jt, 74*, 243
Overhead, 141 -143, 212-213, 262-263,

307
Oxford University, 233

Pantheon Books, 327
Paris, 154
Parks, 291-292
Pasteur Institute, 1 1

6

Peabody Education Fund: dissolution,

ioi, 146; grants, 220, 280; reports of,

309, 316^ 383

Peabody, George, 101
Peace, 52, 179, 294, 295. See also War
Peking Union Medical College, 216
Penicillin, 199
Penney Farms, 293
Penney (J. C.) Foundation, 293
Pennsylvania: foundations in, 1 6/, 45^;

Girard Trust, 106, 148; projects in,

239, 292; trustees in, 74^
Pensions: foundation employees, 135-

136; teachers, 19-20, 40, 100, 199,
207, 220

Perkins, James, 1 80- 1 8

1

Permanent Charity Fund, Committee
of the, 53, 316*, 383

Perpetuities, 55, 56, 98-102, 104, 114,

144
Perspectives, USA, 327
Pew Memorial Foundation, 109*
Pfost, Gracie, 346
Pharaohs, 23
Phelps-Stokes Fund, 280, 297, 316^ 383
Philadelphia, 93-94, 148, 289, 297. See

also Board of Directors of City Trusts,

City of Philadelphia
Philadelphia Foundation, 316/, 384
Philanthropic Foundations and Higher Edu-

cation (Hollis), 22on, 32971

Philanthropic Giving (Andrews), ijt, iSt,

lO^t, 2QOt
Philanthropy and Learning (Keppel), 143
Philippines, 246, 250
Physical sciences, 35, 254, 259-276, 278,

349
,

Picker (James) Foundation for Radio-
logical Research, 316^, 384

Pickering, Danby, 52
Pilot projects, 165, 175, 179
Pitcairn-Crabbe Foundation, 316;, 384
Pittsburgh, 40, 287, 291
Pittsburgh Foundation, 128, 316/, 384
Pittsburgh Plate Glass Foundation, 65
Plato, 23, 105
Poetry, 246, 293
Poland, 295
Poliomyelitis, 286
Politics, and tax exemption, 331
Population problems, 159
Port, Sir John, 24
Prentiss (Elisabeth Severance) Founda-

tion, 316^ 384
Presbyterians, 75, 76
President, foundation, 87, 88, in, 130,

217, 320
President of the United States, 36, 66
President's Scientific Research Board,

286, 288
Presser Foundation, 292
Princeton University, 46, 71, 294, 296
Pritchett, Henry S., 20, 100, 1 70-1 71
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Private welfare, 289-291
Probation, 165
Proceedings of New York University Second

Biennial Conference on Problems of the

Charitable Foundation, 34m, 34772
Prohibited transactions, 27, 120-121,

396~397> 408-409
Propaganda, and tax exemption, 60,

324, 329-333
Property tax, local, 47, 61-62
Protestant Episcopal, 75, 76
Protestants, 75
Providence Community Fund, 85
"Prudent man" rule, 64, 119
Psychiatry, 209
Public Accountability of Foundations and

Charitable Trusts (Taylor), 4372, 4472,

48ft, 50ft, 5272, 1
1 972, 30472, 310/2

Public accountant, 125, 31 4-3 1

7

Public administration. See Government
and public administration

Public Administration Clearing House,

297
Public assistance, 290*
Public health, 137, 159, 172, 178, 284-

288
Public Health Service, 285-286
Public relations, and foundations, 129,

131, 189, 322-323
Public schools, 221, 280
Public welfare, 289-290
Publishing, by foundations, 122, 163-

164, 169, 256, 311, 323, 327-329;
policy on, 183, 189, 211, 226-227,

323, 326-327; subsidy granted, 294,

323, 325-326; subsidy refused, 171,

172, 176, 210

Quay, James K., 1 7372

Queen Elizabeth I, 51
Questionnaire, 344
Quorum, 88

Race relations, 278/, 296-297
Rackham (Horace H. and Mary A.)

Fund, 1 01, 317*, 384
Radio, 139, 158, 281, 322, 328
Randolph (Virginia) Fund, 146
Real estate, 1 1 1 , 121

Recreation, 35, 278, 291-293
Red Cross, 172
Reece, B. Carroll, 202, 345. See also

Reece Committee
Reece Committee, 345-347, 350; charges
made by, 126, 1 60-161

,
187-188, 200,

202, 223, 298-299, 325, 326-327; data
on refused grants, 313; rebuttal to,

200-201, 202, 326, 346. See also Hear-
ings, Special (Reece) Committee;
Report of the Special (Reece) Committee

Regional Plan Association, 215
Regional Plan of New York and Its

Environs, 215, 297
Registry, of foundations and trusts, 44,

3°3> 304> 305-309
Reid Foundation, 250
Rejection, of applications, 1 71-172,

175-176, 184-186, 313
Relief, individual: foundations and, 148,

177, 178, 189, 257; general charity,

18; government and, 289-291
Religion, 293-294; and colleges, 220;

family foundations, 26; motive in giv-

ing, 42; support of, 172, 175, 278-279;
of trustees, 75

Report of the Committee on the Law and
Practice relating to Charitable Trusts, 2372,

14872, 14972

Report of the Special (Reece) Committee,

325n > 345. 346»> 35°
Report of the Study for the Ford Foundation

on Policy and Program, 2in, 13972, 16672,

22672, 29522

Reporting, 301-333; federal require-

ments, 27, 45, 124-125, 305-309, 343,

344, 417-419; by grantees, 163, 183,

211, 224-226; state requirements, 45,

49, 124-125, 304; voluntary, 125, 179,

309-322
Research, 167-168, 227; applied, 259,

267-269; basic, 259, 267-269; in col-

leges, 209-213, 282, 284/; foundation
support, 21-23, 198; medical, 155;
scientific, 137; survey of, 257-276

Research Corporation, 70, 1 09^ 3 1 yt, 384
Research— Creative Activity and Teaching

(Lowry & Taeusch), 21m
Research Foundation of State Univer-

sity of New York, 317/;, 384
Restatement of the Law of Trusts, 5272

Retirement, of trustees, 69-70, 84, 91
Revenue Act of 1934, 330-332
Revenue Act of 1950, 3, 13, 27, 42, 95, 120-

121

Reynolds (Z. Smith) Foundation, iogt

Rhode Island, i6t, 44, 74^ 304
Rhode Island Charities Trust, 85
Rhode Island Foundation, 31 Jt, 384
Rhodes, Cecil, 233
Rhodes Scholars, 233
Rich Associates, Raymond, 341
Rich Foundation, 30
Rich, Wilmer Shields, 144, 1 81-182.

American Foundations and Their Fields,

itf, ijt, 44, 45*, 23372, 278/, 279
Richardson Foundation, 83
Richmond, Mary E.

} 156
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Rippel (Fannie E.) Foundation, 106/2

Robinson Horses' Christmas Dinner
Trust Fund, 24

Rockefeller Brothers Fund, 28-29;
finances, logt; grants of, 290, 292,

295; reports of, 317*, 384
Rockefeller, David, 28
Rockefeller Foundation: fellowships,

231-232, 247-248, 251; finances, 97,
1 01, logt, not, in, 118, 142-143,
145-146, 161, 261 ;

grants of, 1 71-172,

177, 198, 199, 208, 216-217, 228, 266,

274, 286, 287, 291, 296, 297; history

of, 43> 49> i46
>

l 97> 201
> 299; policies

of, 137, 151, 185, 195-196, 202, 205-
206, 217, 223, 225, 264, 270, 324, 347;
reports of, 310, 312, 317^ 320-321,

384; staff, 137-138; trustees of, 65, 70,

79, 88, 89, 91
Rockefeller Institute for Medical Re-

search, 132, 155-156, 159
Rockefeller, John D., Jr., 28, 65
Rockefeller, John D., Sr.: and founda-

tions, 25, 40, 43, 65, 146, 155; on per-

petuity, 1 01

Rockefeller, John D., Ill, 28
Rockefeller (Laura Spelman) Memorial,

H6
. 299, 317*, 385

Rockefeller, Laurance, 28
Rockefeller, Nelson, 28
Rockefeller, Winthrop, 28
Roman Catholics, 75
Rome (Ga.), 220
Rose, Wickliffe, 196
Rosenberg Foundation, 290, 317^ 385
Rosenwald Family Association, 1 45
Rosenwald, Julius, 55-56, 65, 102-103,

105
Rosenwald (Julius) Fund: finances, 103,

1
1
5—1 16, 145; grants of, 197, 280; his-

tory of, 64-65, 152-153, 296; liquida-

tion of, 55-56, 103; reports of, 317*,

385; trustees of, 81

Rothschild-Goldschmidt Endowment,
116

Rusk, Dean, 79, 161/2, 201, 202/2, 223,
320-321, 347

Russell, John M., 1 3on
Russell Sage Foundation, igoy-iQ46 (Glenn,

Brandt, Andrews), 42/2, 56/2, 157^,

178/2, 312/2

Russian Institute, 296
Russian Research Center, 209, 296
Rutledge (Edward) Charity, 12

Sage, Margaret Olivia (Mrs. Russell),

42, 56 >
65> 99> Il8"> l 7°> !78

Sage (Russell) Foundation: finances,

99/2, 1 09^ not, in, 11 822; grants of,

215, 228; history of, 42, 49, 56; policies

of, 78, 89, 152, 156-157, 177-178,
ig 1-^2

' 303-3 4; program of, 37,
248, 270, 291, 297, 327; reports of, 2,

164/2, 31 1-3 1 2, 317*, 385; scientific re-

search survey, 3, 258-276; trustees

of, 88
Sage, Russell, 170
St. Louis, 25
St. Vladimir's Orthodox Theological

Seminary, 294
Salaries, 135, 138, 141, 307; teachers',

283
Salomon, Lionel J., 99
Savage, Howard J., 19/2, 20, 43/2, 100/2,

1 19/2

Scaife (Sarah Mellon) Foundation, 1 ogt,

287, 291, 317*, 385
Scandinavia, 250. See also Denmark
Schalkenbach (Robert) Foundation, 54,

299
Schimper (Frederick and Amelia)

Foundation, 290
Schlieder (Edward G.) Educational

Foundation, 317^ 385
Schmidlapp (Charlotte R.) Fund, 243
Scholarship and Guidance Association,

235> 241
Scholarships, 231-242, 390; and corpo-

rations, 284; foundations, 25, 31, 139,
171, 176, 255, 293, 295; needs tests,

232, 239-240; qualifications, 233-236
Schurz (Carl) Memorial Foundation,

317^385
Science and Public Policy, 286/2, 288/2

Science Clubs of America, 238
Science Talent Search, 238
Scientific Manpower Commission, 245
Scientific research, 34, 37, 39, 257-276,

347
Scientific Research Expenditures by the Larger

Private Foundations (Andrews), 258/2

Scillus, 23
Scotland, 38, 72, 148
Scott, Austin W., 48/2

Scott (John) Medal Fund, 94
Sealantic Fund, 106/2

Sears, Roebuck and Company, 1
1

5

Sears-Roebuck Foundation, 233, 239,
241

Secretary, of foundation, 87, 127
Security holdings, 3 1

3-3
1

7

Segregation, 296, 297
Select (Cox) Committee. See Cox Com-

mittee
Selling (Ben) Scholarship Loan Fund,

243
Senate, 66, 342
Seybold, Geneva, 14^

Sheridan County, Wyoming, 243
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Shotwell, James T., 154
Simpson, Richard M., 181

Single tax, 299
Slater (John F.) Fund, 101, 146, 280,

310, 317/, 385
Sloan, Alfred P., Jr., 29
Sloan (Alfred P.) Foundation: finances,

logt, 123; grants, 209, 219, 240, 286;
reports of, 317*, 385

Sloan-Kettering Institute for Cancer
Research, 123

Smith, Barry C, 160, 227-228
Smith Charities, 28972, 386
Smithsonian Institution, n, 43, 159. See

also United States National Museum
Social insurance, 289-290
Social Science Research Council, 139,

200, 214, 247, 254
Social sciences: in colleges, 214; contro-

versial, 199-201, 350; foundation sup-
port, 137, 260-276, 290-291; Na-
tional Science Foundation, 35

Social security, 136, 202, 289
Social welfare, 277-279, 289-291
Socialism, 299, 344, 345
South, The, 101, 174, 198, 280
South Carolina, 162*, 234, 293
South Dakota, 162*, 74*
Southcote, Joanna, 24
Southern Education Board, 280
Southern Education Foundation: direc-

tors, 63; formation of, 101, 146, 280/2;

projects, 297; reports of, 317^ 386
Southern Methodist University, 203
Southern Regional Council, 297
Soviet Union, 134-135, 251, 296
Special purpose foundations, 23-26,

196
Special (Reece) Committee. See Reece
Committee

Spelman Fund of New York, 146, 297,
317*, 386

Spivack, Sydney Shepherd, 303/2, 311, 322
Sponsored Research Policy of Colleges and

Universities, 2i$n
Staff, professional, 22, 126-150, 166-

167, 271, 313-317; abroad, 216-217;
functions, 77, 88, 89, 136-138, 147,

156, 189, 194, 258, 323; payment, 135,

138, 141; size of, 129-131, 161; tempo-
rary, 138-139, 162-164

Stanford, Leland, 198
Statute of Charitable Uses, 51-52
Statutes at Large (Pickering), 52ft

Steelman, John R., 28677, 288/2

Stockholders, and corporation giving,

30
Stocks: common, 110-111, 117, 122;

preferred, no; voting rights, 1 19-120
Stone, George Winchester, Jr., 255

Story of The Rockefeller Foundation (Fos-

dick), 43/2, 65/2, 146/2, 196/2, 199/2,

299/2

Stroof, Dr., 1 16
Student loans, 25, 118, 242-245
Sugarman, Norman A., 308, 330-332
Surdna Foundation, 109*
Swedenborg, Emanuel, 294
Swedenborg Foundation, 294
Swinney (E. F.) Fund, 147
Sylvania Electric Products, 46
Sylvania Foundation, 46
Syracuse (N. Y.), 159

Taeusgh, William, 2 1 1 n

Taiwan (Formosa), 250
Tax Planning for Foundations and Chari-

table Giving (Casey, Lasser, Lord), 47/2,

59"
Taxation, 57-62, 334-338; business in-

come, 1 21-122; on capital gains, 58,

338; of corporations, 30, 31, 57; effects

on giving, 26, 27, 41-42, 95, 120;
estate tax, 57, 59, 62, 105, 161, 337/2,

338, 411-413; excess profits, 30, 58;
exemption on gifts, 1, 41, 52, 57, 301,

337> 339> 39 1 -394; exemption on in-

come, 44, 48, 59-62, 1 60-1 61, 301-

3°3> 3°5-3°9> 394-4 7; and fellow-

ships, 255^256, 390; gift taxes, 413-
414; inheritance, 59, 61-62; personal
income taxes, 334~338 > 3455 propa-
ganda and, 324, 329-333; single tax,

54, 299; state and local, 61-62
Taylor, Eleanor K., 43n, 44/2, 48, 50/2,

52, 1
1 9/2, 304, 310

Teachers Insurance and Annuity Associ-

ation of America, 113, 1 36
Teeple, John E., 145
Television, 158, 281, 328, 329
Tennessee, 162*, 62, 74*
Tesla, Nikola, 94
Texas, 742V foundations in, 15, 16/, 45^

74, 188, 219, 340; restrictive legisla-

tion, 49, 62, 179
Thailand, 250
Theater, support of, 35
Theological seminaries, 175, 293-294
Theresian Academy, 1 1

6

Thomson (Archibald) Fund, 289
Tobacco, 17
Toledo, 26
Tolstoy Foundation, 295
Toronto (Canada), 234, 241, 294
Treasurer, of foundation, 87, 111, 125,

131
Treasury Department. See U. S. Treas-

ury Department
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Trexler, Estate (s) of. See Trexler Foun-
dation

Trexler Foundation: finances, 95, 109/;;

grants, 239, 291 ; reports of, 317^ 386;
trustees, 85

Troy, Theodore Max, 145
Trust, charitable, 23, 44, 48, 64, 98, 125,

149, 300, 304; instrument, 23; private,

48, 98. See also Community trust

Trustees, 63-91, 313-317; age, 68, 70; in

community trusts, 65-66; compensa-
tion, 84-87, 1

1
3- 1 14, 307; in corpora-

tion foundations, 29, 46, 65, 147; edu-
cation of, 71-72; geographical dis-
tribution, 73-75, 78-80; occupations,

72-73; policies of, 195-196, 309;
powers, 47, 55-56, 77-78, 1 01, 102,

106, 152, 169, 204; relation to donor,

28, 64, 66-68; religion, 75; sex, 67; in

small foundations, 27, 144, 149, 173,

175; terms, 23, 80-84
Trusts and Foundations (Keeling), 2 422

Turgot, Anne Robert Jacques, 1 02
Turkey, 251
Twentieth Century Fund: finances, 99,

109/;, 124, 332; history of, 299; policies

of, I52
> 3 2 9; program of, 139, 157-

158, 270, 291, 297, 327; reports of,

317^ 386; trustees of, 81, 88, 91

Union Carbide Educational Fund, 237
Union Theological Seminary, 294
United Nations, 154, 216
United States Arts Foundation Act, 35
U. S. Bureau of Labor Statistics, 192
U.S. Department of Agriculture, 280
U. S. Department of State, 216, 252,

254
U. S. Military Academy, 71
U. S. National Museum, 386. See also

Smithsonian Institution

U. S. Office of Education, 232, 242
United States Steel Corporation, 39
United States Steel Foundation, 10622,

283
U. S. Treasury Department, 43, 60, 95-

9.8, 335^ 345
United States Trust Company of New

York, 46
University of California, 287
University of Chicago, 185, 196, 1 97—

198
University of Frankfurt, 1 1

6

University of Illinois, 251
University of Michigan, 1 93
University of Missouri, 1 73-1 74
University of Pennsylvania, 192-193
University of Pittsburgh, 287

Unrelated trade or business, 402-403
Untermyer, Samuel, 343
Utah, 1 7/

Vacations, 135
Vanderbilt University, 198
Vassar College, 209
Venezuela, 295
Venture capital, 19, 228, 264, 350
Vergil, 293
Vermont, i6t

Veterans, 25, 31, 290/;

Veterans' Administration, 286
Vick Chemical Company, 83
Vienna, 1 1

6

Viking Fund. See Wenner-Gren Foun-
dation

Vincent, George E., 11822

Virginia, i6t, 74*
Vision of Piers the Plowman (Langland), 52
Volker (William) Fund, 109*
Voluntary Action (Beveridge), 24/2

Voluntary service, 149
Voting rights, 1 19-120

Walsh, Senator Frank P., 187, 342
War, and foundations: effect on, 245,

260, 265; prevention of, 40, 52, 56,

153-154, 201, 295. See also Peace;
World War I; World War II

Washington, D. C, 154, 238, 292, 306
Washington State, 17/, 74^
Watumull Foundation, 295, 3 1 7^, 386
Waxman, Julia, 56ft, 6572, 8 in, 103/2,

1 1622, 29622

Ways and Means Committee, 342
Wealth and Culture (Lindeman), 7022, 72^,

278*
Weaver, Warren, 137
Welch (Robert A.) Foundation, 10622

Wenner-Gren Foundation, 248, 31 yt

West Virginia, 162;

Westinghouse Educational Foundation,

238
Wharton School of Finance and Com-

merce, 133
White-Williams Foundation, 386
Whitney Benefits, 12, 243, 317^, 387
Whitney (Helen Hay) Foundation, 47,

317^ 387
Whitney (John Hay) Foundation, 248,

249-250
Whitney (William C.) Foundation, 317^

387
Who's Who in America, Jit, >]2t, 74*, 76
Wickens, Mrs. A. J., 192
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Widows, 289, 293
Wieboldt Foundation, 3 1 7^, 387
Wilder (Amherst H.) Charity, 387
Williamsburg, 91
Willits, Joseph H., 137
Wilson (Woodrow) Foundation, 295,

3i7*> 387
Wisconsin, i6t, 45^ 74/
Woodruff (Emily and Ernest) Founda-

tion, 109*
Work relief, 290/
World Peace Foundation, 295, 332, 387
World War I, 25, 116, 233, 296, 311
World War II, 27, 40, 95, in, 243-244
Worshipful Company of Farriers, 24
Wright, Orville, 94

Wriston, Henry M., 180
Wyoming, 1 Jt, 74^ 243

Xenophon, 23

Yale University, 46, 71, 185, 209, 287
Yellow fever, 202
YMCA's, 175
YWCA's, 175
Young, Donald, 78, 84, 87, 191, 214^;

foreword by, 1-4

Zeladores, gi

Zoo, 291




