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PRIVATE FOUNDATIONS

MONDAY, OCTOBER 1, 1973

U.S. SENATE,
SuBcoMMITTEE ON FOUNDATIONS,

oF THE CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10:05 a.m., in room
2221, Dirksen Office Building, Washington, D.C., Senator Vance
Hartke (chairman of the subcommittee) presiding.

Present : Senators Hartke, Curtis, Fannin, and Hansen.

Senator HArRTEE, The committee will come to order.

This is the first meeting of the Subcommittes on Foundations of
the Senate Finance Committee. .

Foundations have played an important part in American life since
colonial days. Today, there are more than 31,000 foundations with
grants totaling around $2.2 billion in 1972 alone. .

Traditionally, American foundations have been concerned with
meeting important human needs. The early foundations set the tone
for this concern by their involvement in education and social welfare,
Foundations are much more than a means for the wealthy to divest
themselves of surplus money painlessly. They are a means wherel‘)iy
t;t;gose vgliph surplus money can turn that money to uses which benefit

e public.

Itp is because of the importance of foundations to American society
that this subcommittee has been formed. The human needs which gave
rise to many foundations in the past will increase, rather than diminish,
in the coming years.

This change will heighten the importance of foundations and lend
greater importance to the need to examine their operations and look
to their future.

The problems of students and schools, the young and the old, the
scientist and the engineer, and the poor, the hungry and the sick—
these have been the traditional concerns of foundations in the United
States and they are likely, with various changes in emphasis, to be the
concerns of foundations in the future, This subcommittee must examine
the extent to which such private philanthropy can and should be en-
couraged so that important human needs can continue to be met.

The Tax Reform Act of 1969 established a8 whole new set of rules
applicable to charitable contributions and to the operation of charitable
organizations. That legislation was designed to insure that tax bene-
fits conferred on private foundations result in adequate public benefit.
‘We will look into the question of whether any areas of foundation abuse
remain and the extent to which the 1969 legislation was more restric-
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tive than necessary in order to accomplish the objective of assuring
that public benefits accrue from the tax benefits given to foundations.

Our session today marks the opening of a series of panel discussions
and formal hearings which will explore what foundations are doing
today, the effect of the 1969 Tax Reform Act on foundations, the role
and the_value of foundations in our soceity today, the regulations of -
foundations in the United States, the relationship between grant-
making Government agencies and foundations, and the future of
foundations. )

The participants in our session today will provide the subcommittee
with a general overview of foundations in the United States today.
They will also discuss the utility of foundations and whether there 18
a continuing need for private uses thereof. Qur session tomorrow
will focus on the effects of the 1969 Tax Act on foundations and the
experience which other countries have had with the regulation of
foundations.

Despite the importance which foundations have had throughout
the history of the United States, the public knows veliy little of the
contributions which they have made to our society, In 1969, there
was public recognition of the abuses of some foundations. This recog-
Kition was translated into the restrictive provisions of the Tax Reform

ct.

It is now time that Congress helped chart a path to a new under-
standing of foundations. I look forward to today’s discussions as the
beginning of a dialog which will lead to greater public awareness of
the nature of private foundations and an improved working relation-
ship between them and the Federal Government.

enator Curtis.
Senator Curris. Thank you, Mr. Chairman.
Foundations are a very important part of our society; they do a

vast amount of %ood

I want to welcome those who have come here to testify today so
that we on this committee may have on the record current facts,
problems and observations as well as a report from the foundations
represented.

.have no further statement but I am delighted to have the oppor-
tunity to hear these panelists, '

Senator Harrke. Thank you.

Each of the Eartici ants in today’s session has prepared a formal
statement which will be submitted for the record in its entirety and
in the interest of time I would hope each participant would confine
their oral presentations to this subcommittee to a summary of his or
her formal statement, if that is possible, Without obj ection,xgxe hearing
record will remain open for no more than 2 weeks in order that mem-
bers of the subcommittee and participants in the first two sessions
may add additional and relevant material to the record.

The press release of the Subcommittee on Foundations announcing
these hearings, follows:]
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PRESS RELEASE

FOR IMMEDIATE RELFASE FINANCE SUBCOMMITTEE ON

September 25, 1973 FOUNDA TIONS
2227 Dirksen Senate Office Bldg,

Finance Subcommittee on Foundations \
Announces Panel Discussions
To Study The Role of Foundations Taday
and the Effect of the Tax Reform Act
of 1969 upon Foundations

Senator Vance Hartke, Chairman of the Finance Subcrmmittee on
Foundations, announced today that the Subcommittee will hold «wo days of
panel discussions on October 1 and 2 on selected issues affecting private
foundations. The panel discussions are designed to present a full and
objective review of the role of private foundations to today's society and
& review of the impact of the charitable pravisions of the Tax Reform Act
of 1969 on the support and operation of private foundations, Public hear-
ings on this and other subjects affecting private foundations will be scheduled
at a later date, and persons who wish to submit written testimony will have
an opportunity to do so at that time.

The sessions will be held in Room 2221, Dirkeen Senate Office

Building, beglaning at 9:30 A. M. on both October 1 and 2, 1973,

Following is a list of the panelists and the suhjects to he covered
on the particular days, .

Qctober 1,

There will he two panels on this day, The first panel will consider
the activities of private foundations today, areas given priority attention in
the past and today, the experience of grant recipients, the relationship between
foundations in grant-making, the involvement of the public in grant-making
decisions, publicity given foundation activities, and the activities of founda-
tions In monitoring the spplication of their grants, The second panel will
consider the rols of foundations in American society, how useful they are,
the functions they perform, ihe importance of cost effectiveness in measur~
ing functions carried on hy foundations which could he performed by govern~
ment, the role of wealthy individuals in connection with foundations, snd the
question of a limited life for foundations as oppased to existence in perpetuity.

The panelists for the first discussisn will bes

DR, ROBERT F, GOHEEN: Retired ip 1972 as President of
Princeton, Served as a trustee nf various fonndations, elected in fall of
1972 as Chairman and Chief Executive Officer of the Council on Foundations.

LANDRUM BOLLING: Former President of Earlham Cnllege,
Richmond, Indiana, Chosen as head of Lilly Foundation (Indiana) ir 1972,

DAVID FREEMAN: President of the Council on Foundations since
Murch 1968, President of the Southern Educational Foundation, Prior to
1968 he served for 10 years n the staff of the Rockefeller Brothers Founda~
tion and later as treasurer of the Fund for the Repudlic.

ROBERT GUENCEL: President of the Lincoln Community Founda~
tion in Lincoln, Nebraska from 1969 to 1972 and is presently a member of its
board. He {s an attorney in Lincoln and teaches at the University of Nebraska's
College of Business Administration,

RAYMOND WIEBOLDT; Director of the Wieboldt Foundation in

Chicago; former director of the Chicago Lighthcuae far the Blind; director of
Welfare Couneil of Metropolitan Chicago; businassman. .
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T he panelists (or the second discussion will be:

cu t|Author of Private M. ney snd Public Civing,
Advisor of Ford Foundation. From 1960 to 1972 he was president of the
Danforth Foundation >f St. Louis (9th largest in country), He was Dean of
the School of Theology at Stouther Methodist University, and was s Rhodes

Scholar and holds a Ph.D. from Yale.

FRITZ HEIMANN;: Author, The Future of Foundations, #ssociate

Corporate Counsel of the General Electric Ccmpany, Served from 1969-70
a8 assoclate director then executive director of the Peterson Commission

on Foundations and Private Philanthropy.

M, C/RL HOLMAN; President of Urban Coslition. Former Deputy
Staff Director of the U.S, Commission on Civil Rights; Professor, Clark
Cellngo, Atlanta, Georgia; former Editor of Atlanta Inquirer; Member of the

Bourd of Directors of the Field Foundation.

Ogtober 2

There will be two panels on this day also. The first panel will dis-
cuss the effects of the Tax Reform 2 ct of 1969 on the operation and support
of private f:ndations, including consideration of whether any areas «f abuse
rem=ain and lie extent to which the legislation was more restrictive than
neccosary in order to accomplish the objective of assuring public benefit from
the tox incenvives granted. The second panel will be concerned with a com-
parativa arulysis of foundations in other countries, their experience and

regulation,
The panelists for the first discussion will be:

HOWARD DRESSMER: Secretary and General Counsel of the Ford
Foundatiun; forni.ly £ ssistant to the Vice-President of the I ord Foundation
for don.astic programs. Formerly on Administrative staff of New York

University.

RUSSELL MAWRBY: President of Kallogg Foundation cince May of
1970. Pu. 0. frou, Michigan Stote and asscciatad with that Uhiverrnity as
Director of its Division of /griculture until 1965 when he joincd Kellogg.

JOHN HOLT MYERS: Member cf Washington law firm, Williams,

Myers & Quigg'> ascociate professar George Washington Law School.
Participant in vav;nus reminare conserned with charitzole foundations, and

contritutor to various lagal periodicals.

JOUM SIMON; Professor at Yale Law School and President of the
Taconi¢c Foundation, Trustee of the Public Education #ssociation, Member
of the Board of the Councll on F:cundations and the Foundation Center.

O EIN: New York Lawyer, During the first Nixon ad-
ministration, attorney-adviser in the office -f the Assistant Secretary of

the Treasury for Tax Policy.

EORGE D, WEBSTER: Member of Washington law firm of Webster
& Kilcullen; Member Advisory Group, Commissioner of Internal Revenue;
former member Courtil, Section of Taxation, American Bar # ssociation;
Program Chairman, #nnual Conference on Federal Tax and Other Problems

of Non-Profit Organisations, since its establishment in 1964.

The panelists for the second discussion will be:

SHELDON COHEN: Washington attorney;.Chief Counsel, Internal
Revenue Service, during the administration cf President Kennedy; Com-
missioner of IRS during administration of President Johneon
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RION FREMCNT.SMITH: A practicing lawyer in Boston and the
author of two books on philanthropy. She is a former Assistant Attorney
General in Massachusetts and recently participated in the International
Conference cn Philanthropy in Ditchley, England.

2LAN PIFER: President of the Carnsgie Corporation of New York
and the Carnegie Foundation for the Advancement of Teaching. He has been
+1ith the various Carnegle Foundations since 1953, Prior to this he was
cxecutive secretary for the organization which administers the Fulbright
{ cholarship Program in England. (Was also chairman of President Nixon's
Task Force on Education In 1968 and is currently chalrman of the Mayor's
Advisory Committee on Higher Education in New York).

NATHANIEL SPEAR III: Has been with the Foundation Center in New
York since 1969 and is currently its International Specialist. He has taught
English in Bogota, Colombia and French and Spanish in New York.
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Senator Harrke. Our first witness today will be Dr. Robert F.
Goheen, chairman of the board of directors of the Council of Foun-

dations.

STATEMENT OF ROBERT F. GOHEEN, CHAIRMARN, COUNCIL ON
FOUNDATIONS, ACCOMPANIED BY THOMAS TROYER, CAPLIN AND

DRYSDALE

Mr. GoneeN. Mr. Chairman, Senator Curtis, I am Robert F. Go-
heen, chairman of the Council on Foundations. With me is Mr.
Thomasg Troyer of the firm of Caplin and Drysdale, our legal counsel.
We welcome this opportunity to appear before this committee to
speak about the state of the grantmaking foundations and the effects
of the 1969 Tax Reform Act on them. _

For that purpose I have submitted to the subcommittee a fairly
extensive written testimony. This oral statement necessarily is con-
fined to highlights.

The Council on Foundations which we represent is a membership
asgociation of grantmaking foundations which currently has 650 mem-
bers, some with large assets and some with small, located in all parts
of the country. The members include 105 community foundations, 62
company foundations, and over 450 independent family and general
purpose foundations. In 1973, 65 percent or more of all estimated
assets in the hands of grantmaking foundations are administered by
council members.

The chief function of the council is to advance effective and respon-
sible performance throughout the foundation field.

‘When the 1969 Tax Reform Act was passed, some saw it as a death-
knell for private grantmaking foundations—or if not that, at least
as setting restrictions that would severely inhibit their ability to serve
as effective charitable agents. I am happy to say that those doom-
sayers were wrong. Illustrative of their error are 367 grants of over
$5,000 each and totaling nearly $25 million made during 1972 and
1978 in the five States represented by the subcommittee members.

City governments, children’s homes, local health centers, programs
combating racism, programs fostering ecumenical member coopera-
tion, 4-H Clubs, Girl Scouts, YMCA’s, American Indian Schools,
pubfic television, children with learning disorders, drug addiction,
and deaf adults were among the beneficiaries, alongside colleges, hos-
pitals, museums and churches.

As the chairman and members of this subcommittee doubtless know,
philanthropic foundations are of several kinds and vary greatly in
size, structure, chosen areas of activity, and modes of operation.

Under classifications established by the Tax Reform Act of 1969,
as many as 37,000 foundations may exist today in this country, Of that
total, according to the most recent IRS reports, slightly over 700 are
private operating foundations. That is, they are primarily involved in
conducting charitable activities with their own personnel or facilities,
rather than through grants to other institutions or agencies.

Then there are the community foundations or trusts, numberin;f
about 240 at latest count. They are marked by a local or regiona
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focus, relatively broad funding from the local or regional sources,
and boards of directors that are also broadly based.

Finally, there are the so-called private nonoperating foundations.
These, too, are of several kinds and encompass great differences in
g;xrpose, scale, and method. They include, for example, somewhere

tween 1,200 and 1,400 comgany-s onsored foundations established
by business corporations to help them institute and carry out sys-
tematic programs of charitable giving. Far the most numerous of the
private foundations, however, are the independent family and gen-
eral purpose foundations.

According to most recent reports from the IRS, organizations classi-
fied as (levate, antmaking foundations number today in the neigh-
borhood of 81,000.

Altogether, by estimate of the Foundation Center the private,
grantmaking foundations hold $28 to $80 billion of assets at market
value. But only about 2,000 foundations are worth more than $1 mil-
lion each, while about 350 hold assets worth over $10 million. Founda-
tions known to have assets over $100 million—market value—num-
bered 46 in 1972.

Of all the private giving in the United States—some $28 billion
in 1972—foundation grants accounted for about 10 percent, or $2.2
billion. That percentage surprises most people. They assume the
foundations are bigger than they are. Those who worry that founda-
tions exercise excessive financial power should compare $2.2 billion
disbursed by 81,000-or-so separate entities with the over $25 billion
in annual program outlays of the Department of Health, Education,
and Welfare over and above social security payments.

In comparisons of size such as those offered, foundations are Davids’
to Goliaths. But as that analogy reminds us, small assets well directed
can produce important results. That is the primary significance of
foundations. Foundations can be more objective, more searching, more
systematic, and have a longer eye to the future than the giving of in-
dividuals tends to be. They can also be more flexible, more adaptable
to specific situations and to specific institutional potentials, less bureau-
cratically constrained, than governmental appropriations and gov-
ernmental agencies generally can be. In other words, the organized
foundation, devoting time and care to the choices that confront it, is
in position to make its dollars have a maximum charitable impact.

I wish to turn now more specifically to the 1969 act and its conse-
quences for foundations.

As you know, the act put many restrictions on the foundations, in-
cluding a ban on self-dealing, a required high level of annual payout,
better public remorting, phased divesture of substantial interest in
companies, prohibition of speculative investments, new controls over
grants to individuals and certain other types of grantees, stringent
restrictions on the funding of voter registration drives and on activities
that might influence legislation, and, finally, a 4-percent excise tax on
net investment income. ~

These rigorous provisions of the 1969 act have been accompanied
by a marked extension and intensification of the supervision of founda-
tion nerformance bv the Internal Revenue Service.

Moreover, the 1969 act recognized the difficulties involved in com-
pliance with some of its new requirements by providing transition
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iweriods. Consequently somg of the reforms that Congress enacted in
969 remain to be fully implemented. Nonetheless, as the act’s substan-
tive provisions come into full effect, these situations will be corrected
and in all parts of the country we observe foundation managers and
trustees taking their responsibilities very seriously doing all that they
can to meet the requirements and complexities of the new law.

The 1969 act on the whole, then, seems to us to have brought neces-
sary and beneficial regulation to the foundation field. There are, how-
ever, several features of the act which are troublesome, particularly in
their impact on the actual or potential beneficiaries of foundations
activities,

We believe that these features of the act merit further consideration
by the Congress.

First, there is the 4-percent excise tax on the net investment income
of foundations, The excess revenue raised by this tax beyond the -
amounts needed for proper auditing and supervision of foundations
represents a serious loss to the activities supported by foundations. In
1972, $40 million that would have been available to various operating
charities was denied to them by the 4-percent tax.

So, we urge, sir, that the tax be set at a level closer to the actual -
auditing and supervisory costs, that it be earmarked for those purposes
and that it be redesignated as an auditing fee. Such changes would be
in accord with the provisions voted by the Finance Committee and the
Senate in 1969 which were later altered in the Conference Committee
to give us the current 4-percent tax.

econd, two aspects of the 1969 act taken together apﬁear to bear
adversely on the future ability of foundations to continue their support
of the country’s various medical, educational, cultural, and other.
charitable services.

One element is the high level set in the act for the required annual
payout. The Council on Foundations has from the start strongly sup-
ported the principle of a substantial annual payout requirement, but
we are concerned that the 6-percent rate set as a norm by the act is some-
what too high. Analysis of data on the productivity of investment
funds, the rate of inflation, and the rate of growth of costs and charita-
ble operations leads us to conclude that a moderate reduction of the
payout personally is desirable My written testimony deals with this
set of problems at some length and we shall be glad to furnish addi-
tional data if requested. )

Second, the effect of the high payout requirement in reducing the
support power of foundation assets over time needs to be considered,
we believe, in relation to several other parts of the 1969 act that dis-
courage the establishment of new foundations and the augmentation
of old ones. Of particular concern here are differences in the deducti-
bility rules affecting contributions to private foundations as compared
to public charities, especially with respect to the deduction for gifts of
appreciated securities. Administrative complexity and the 4-percent
tax are other deterrents. .

Because we firmly believe that foundations have made important
contributions to the educational, cultured, medical, and other chasita-
ble services available to our people, and because we are convinced
that comparable contributions remain important for the future, we are
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concerned about these long-term consequences of the Tax Reform Act
as presently constituted. We, therefore, hope that these two matters,
the level of the required annual payout and the reduced iricentives, can
in conjunction be reexamined by the Congress in order to secure both
a reasonable annual current return to charity with due regard for the
needs that lie ahead.

In summary, Mr. Chairman, we wish to suggest that the task of so
regulating foundations that tfley necessarily must serve the general
good of the Nation has been accomplished, and, on the whole, accom-
plished well. For this reason, we submit, a new climate of opinion is
~ now merited, one which recognizes the capacity of foundations to hel

meet important human needs. Congress, we believe, can properly, an
should, take a hand in establishing such a new climate of opinion.
Never, indeed, have foundations been more needed than today. With
many difficult social problems calling for added effort and fresh ap-
proaches to solutions, with severe cutbacks in the availability of Fed-
eral funding, with private sector educational, medical, and social wel-
fare institutions in deep financial trouble, the initiatives and resources
which foundations can provide are desperately reciuired.

No longer should they be regarded as marginal institutions operat-
ing in a twilight zone of official disappropriation. It must be made-
clear to them, we submit, that they enjoy the confidence of the Nation’s
highest le islative body and that superior performance is needed and
expected from them. For their part foundations, we believe, will re-
spond to such an approach and will give their best.

We, therefore, sir, particularly welcome the interest of this sub-
committee, as stated by the chairman and by Mr, Curtis. We hope that
this subcommittee may take a lead in strengthening the charitable
sector and the role of foundations in that sector, We thank you for the
opgortumt. to express our views,

enator Hartke. Thank you, Dr. Goheen.

That is a rather conclusive statement and a good one.

One of the groblems that concerns me in this whole field, which I
think is one which is becoming so socially aware in the Nation today
is just where America is ﬁoing. Can you give me any indication it

- there is a sort of philosophical apﬁroach foundations have, as differ-
entiated from a raﬁmatic approach.

Mr. GoHEEN. %Ve , I could not say that foundations as a whole have
a single philosophic approach. In their points of view, the trustees
and directors of foundations span the range of American opinion—
of the differences in American opinion—and if they have any single
commitment, it is a commitment to the vitality and importance of

luralism in the American society—the cultivation of many points of

Initiative, concern, and energy to be brought to bear on the problems
of our society, including the questions of the future of our society.

Senator Hartke, I understand that, but that does not direct itself
to the problem that I'm talking about., If I can take you to the field
of politics for a moment, which 1s not necessarily a bad field but some-
times looked upon with a %reat deal of apprehension in these days—
it seems to be one of the declining arts in the American society. A
prominent politician named George Wallace said there is not a dime’s
warth of difference between the Democratic Party and the Republi-
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can Party, and, as one observer in the political scene, I can say too
often I find that is true, too much true to suit me. When I ask people
in my own political organization, for example, what is the philosophy
of the Democratic Party and why is it different from the Republican
Party, I find them stuttering an stammerin% and they go back to the
traditional “grandfather was a Democrat and great grandfather was
& Democrat and, therefore, I am a Democrat.” .
What I am asi:ing ou in regard to foundations is that same basic
uestion, Is there a philosophical approach that foundations use, not
the fact they are interested in philanthropy, not interested in repre-
senting diverse views, but just what is'the common thread which binds
all foundations and which guides their endeavors?{

One of the real criticisms I find of the National Government today
is the fact that we are program oriented and we have more programs
than we have ﬁroblems. The fact is we have a program-oriented Na-
tion today rather than a philosophical-oriented Nation. When {lou
come, therefore, to defend our system of Government against a highly
philosophical system such as communism, we find ourselves hard
pressed. Maybe that is so because, in an open society, there is such a
variety of interpretations of what the system is.

Having said all of that, let me rephrase the question again. Is there
such a thing as a basic shilosophical approach to foundations or is it

sirﬁ;ly érogram oriented on an ad hoc basis$
r. GoHEEN. I would have to say, sir, as far as I know there is no
basic philosophy in foundations other than an often tacit commit-
ment—a very important tacit commitment—to the values and institu-
tions of the society which permit things like foundations to function.
They are not going to function in a totalitarian society obviously.
But I would add this: The foundations, as I see them, are not tryin
to tell anybody what the philosophy of the Nation should be. Instead,
they are encouraging and helping a whole lot of people in universities
and elsewhere who are trying to analyze and study political and eco-
nomic and ﬁhilosophical issues that are very germane.

Senator HArTkE. Are you saying in substance, instead of developing
they are hoping to expand the horizon so that the phi-

a philosoph%", )
losophy of the Nation has a chance to move in different directions?
r. GoHEEN. Not necessarily a different direction but so that the

" best thought, the best minds, can be given a chance to play and operate

on serious issues without anybody telling anybody that you have to
think this way or that way. :

Senator HarTkE. Let me give you one for a moment. Three A’s, acid,
abortion, the Republicans created this—acid, abortion, and amnesty.
All right, these are all controversial items now, in American society.

Is it the job of the foundation to explore those and present the di-
versity of ideas or is the job of the foundations to refuse to be in-
volved in those? Is it the job of the foundations if they become in-
volved in those to direct the attention of the Nation in the way in
which it should go or should they just explore the possibilit andy lay
the cards on the table and let somebody else in a different Spﬁ’ere come
on and pick up the pieces?

Mr. Gomreen, I think it is very clearly the job of foundations not to
advocate solutions to any of these three A’s but rather to encourage
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and enable serious thought and investigation to be conducted with re-
spect to them. .

The Drug Abuse Council which has been established with support
from four major foundations is a very important example, illustrat-
ing an effort to set up a group which 1n a thoroughly objective, non-
ideological way will try to bring together and make known the best
available information on the drug abuse problem and also to support
significant further research on this problem.

enator Hartke. Well, g'ou say it is not their job to advocate solu-
tions if they come &1& with facts. Why shouldn’t they advocate, why
should they stop? What I am trying to find out is what is the role of
the institutions? The press is not here at this time. So you can speak

your mind freely.
Mr. Goneen. We worry, sir, also about the absence of the press

today. '

Asy you know, it is entirely right for foundations to sugport study
and analysis which can lead to published conclusions. The foundations
do this with respect to their own activities as well. An important and
impressive document was the Ford Foundation report on 10 years of
fundin%public school sistems. They laid it out on the table, the thin
they did not accomplish, which were many, and the lessons learned.
This is valuable knowledge for public educational systems all over the
country.

Senzor Hartxe. All right, once having come above that, wasn’t it
their job to see that this material did not go in file 13 ¢

Mr. Goneen, Well, they have distributed that report very widely
around the country.

Senator HarTkr. That is a point. Is that their responsibility, is that
their role? I am not saying it is or isn’t at the moment.

Mr. GoneeN, I think foundation people are concerned to ameliorate
the human condition and to help to get at the roots of some of our
persistant ills. You can’t do that by getting knowledge and sitting
there; you have to get it out ; yes, sir.

Senator Harrke. Well, is there a role in the foundation to make a
distribution of the areas in which they move? The information I have,
and I don’t say this is necessarily right, that the breakdown of the
giving in 1971 showed 40 percent went to religious institutions, 16

rcent to health, 15 percent to education, 7 percent to social welfare,

.6 percent into civil and cultural affairs, and 13 percent to others.
ow, am I wrong on that{
 Mr. Goueen. Yes, sir, those are the figures for all philanthrophic
giving. ‘-

Senator Hartke. That is not for the foundation ¢

Mr. GoHeeN. In my written testimony are the last available break-
downs of foundation giving, and for the last 2 years, 1971, 1972, ac-
cording to records of the foundation center, we have education receiv-
ing 30 percent, welfare 163 percent, health 15 percent, science and
technology 13 percent, international activities 11 percent, humanities
9 percent, and religion 5 percent. So in terms of individual giving, re-
ligion is very high, but not in terms of foundation giving.

Senator Hartke. Education is first, right ¢

Mr. Gonren. Yes, sir.
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St;lna(.tor HarTrE. I would say that is the right place to put the
emphasis.
enator Curtis. What was the percentage on education ¢

Mr. GoHEEN. Thir‘t]g ;))ercent for the last 2 years.

Senator HARTKE. Well let me ask you another question. What about
the distribution of the funds geographically in the Nation ? Is there a
distribution in relation to the geographic areas? Then, secondarily, is a
distribution in relation to the population areas?

Mr, Goneen. I can’t really respond in relation to population, sir
I just don’t have that. Certainly there are foundations in all parts of
the country. It is true that many of the large ones tend to be located
in the Northeast, but there are some large ones in the Midwest and Far
West ag well.

It was interesting to me, looking at the composition of this sub-
committee, to see that in Indiana as a heavily industrialized State with
major urban centers foundation activities over the last 2 years were
much heavier than in the other States represented on the subcommit-
tee. But there is significant foundation activity in all of the five States.

Senator Harrke. Who do I look to? What is the song——

Mr. GoHEEN. Yes.

Senator HarTkE. Who do I turn to for this information ¢

Is that our job, your job, whose job is that ¢

Mr, GorEEN. We can put together from the incomplete data avail-
able, sir, relationships between foundation giving and the population
distribution of the country. We shall do that and submit it to you. But
may I here, as in my written testimony, call your attention to the
difficulties we all face when we seek complete and systematic data
about foundations. It is anomalous that although philanthropy since
the late sixties has been posing serious issues for national tax policy;
yet, it remains very difficult to get up-to-date information from Treas-
ury about ghilanthrophic giving, and when you get it, it comes in large
aggregated terms that don’t answer the kinds of questions you have

raised.
Senator HARTKE. Is there any reason why that information should

not be available to the committee ¢

Mr. GorEen. No, sir, no reason at all. . o
Senator HarTxe, Would you object if we moved in that direction,

for any reason? We are at the edge of such an unknown we are sort
of like looking at the Moon for the first time and we are not sure what
the rocks are going to be.

Mr. Goneen. Speaking for the council, and I believe also for many
of the so-called public charities with whom I have conferred, univer-
sity people and college people, they would welcome a more up to date
and comprehensive reporting from Treasury on these items. We think
it is very desirable.

Senator HarTRE. In other words, you don’t feel this would be an
unreasonable intrusion into the privacy of the foundation$
" Mr. Goiteen. No, sir, we are asking here for hard data on assets and
areas of giving. I think that should be public information. .

Senator HarTKE. Let me say to you, and I think I can speak without
any fear of contradiction by the committee. anv information you can
supply to the committee, not necessarily at this time but even after the
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record is closed on this hearing, we certainly would appreciate it.

Mr. GoHEEN. Fine.*

Senator HARTEE. And in that regard, I would hope we could work
in a cooperative spirit so that we gon’t come up with some material
which leaves the wrong impression on statistical background, which
it can, as you well know.

Mr, GoHEeeN. Yes, sir.

Senator HARTKE. An article you wrote in the summer of 1972 in the
Education Record you said that “one cannot but be struck by the re-
current emphasis of foundations on innovations, exgerimentation, ex-
ploration, and ether manipulative forms of change.

Now, how does this contention justify the involvement of founda-
tions in areas where large amounts of money already are expended by
either the local, State or Federal Governments?

Mr. Gongen, Well, may I answer that in two parts{

First with respect to the article. I was garticularly putting attention
to be very heavy in innovative claims and exhortations, but if you look
at where foundation money is actually going, much of it is going to
support traditional institutions, agencies, and activities.

econd, I think that one important function for foundations, espe-
cially staffed foundations, is to try to help organizations experiment
and develop new lines of activity. They can often do this faster and on
a smaller scale than a Government agency can manage. If the privately
supported experiment proves bad, 6overnment can learn from that,
If it proves good, Goverment can learn from that.

To give you an example. The Upward Bound programs dealing
with minority group young people in high schools were first desif'ne
by & number of private universities with support from a couple of
foundations, Having proved themselves, the concept and methods were
taken on by the Government.

Senator HarTrE. Now, I have some more questions but in deference
to my other colleagues.

Senator Curtis.

Senator Curris. Thank you, Mr. Chairman.

Isn’t it true that whatever is deductible as o gift determines the
program and philosophy of the foundation in a sense

Mr. Gouren. I don’t quite understand the question, Mr. Curtis.

Senator Curtis. Well, my chairman asked you for the philosophy
of foundations. It seems to me, and I will just state this as a proposi-
tion, if you don’t care to comment. It seems to me that a purpose of
foundations is to do good and to distribute charity.

Now, whatever is deductible under our tax laws determines the scope
and operation of their activity, I would think, and that is something
determined by Congress? :

Mr. GorEeeN. Yes, sir.
Senator Curtrs. I have always had the view that if Congress was

of the opinion that certain activities of a few foundations were not in
the public interest, that it could be reached through a determination,
through the statute on what is deductible in the way of a gift, rather
than clamping down, so to speak, on all foundations, because in my
opinion the tax that we imposed and the payout and the divestiture

*See p. 86 for the response of Dr. Goheen.

28-812 0—78——2
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in the 1969 act have been 3uite hard on many foundations, particu-
larly some of the smaller and new ones.

. You cited a figure of 81,000 foundations. How was that figure ar-
rived at? :

Mr. Gonzen. This was a figure secured from the Internal Revenue
Service about 2 weeks ago, sir. ‘

Senator Curtis. Were there that many that paid a tax{

Mr. Goneen. They would all have had to pay a tax.

I might say, as the written testimony indicates, that there are
apparently between 10,000 and 12,000 other private institutions await-
ing tax classification, so that when I said there may be 37,000 founda-
tions, I was suggesting that out of that pool 5,000 or 6,000 more may be
added to the known 81,000, -

Senator Curris. Well, there are always a few foundations that in
their beginning years just exist on paper, isn’t that true? Someone
will set up a foundation expecting in the future to utilize it as a
channel for their Fivmg, but at any given time there is quite a number
of them that really have no assets of any consequence.

Mr. Gouzen. Some.of them would be very, very small or maybe

have no assets.
Senator Curris. What is your definition of a nonoperating

foundation f

Mr. GonEen. A nonoperating foundation is one which functions by
making grants to other agencies or institutions which are carrying
out recognized charitable purposes.

Mr. Trover. I might add to that. I am Tom Troyer, of the law firm
of Caplin & Drysdale, legal counsel for the Council on Foundations.

The 1969 act provides a definition of what an operating foundation
is and gives certain more liberal rules for operating foundations. The

1

. definition is rather complex. The essential part of it, however, depends

uson expenditures by a foundation, in the language of the statute,
“directly for the active conduct” of its charitable operations. An
organization which makes expenditures of a certain level of magni-
tude directly for the active conduct of its operations, is an operating
foundation.. All other private foundations are nonoperating
foundations. :

Senator Curtis. In other words, if here is a foundation that their
trustees or managers look after the investment and make their gifts
direct to established hospitals, colleges, and other beneficiaries, they

are under the statute a nonoperating.

Mr. Trovrr. That is right. . ) L.
Senator Currrs. But when a foundation has its own activities in

research, education, and demonstration, and possibly even administer-
ing charity to individuals, then it becomes an operating foundation?
Mr. Troyer. That is correct.
Senator Curtis. Was the $40 million collected by the tax, the gross

amount the Treasury reports? )
Mr. Goneen. No, sir. As indicated here, Treasury collected $56 mil-

lion in 1972,

Senator Curris. How much do they say they have spent?

Mr. Goneen. And thev spent $12.9 million on anditing the founda-
tions. Allowing a few million dollars for leeway, I said over $40 million
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was not required for auditing and supervision and that amount would
have been otherwise available to charitable activities.

Senator Curtis. Now, the payout provided in the 1969 act will go as
hiilf as 6 percent ¢

. Goneen. In 1975, according to the statute.

Senator Curtis. Do you think that most foundations can pay that
out of earnings?

Mr. Goneen. Not on the lon%)term, sir, they can’t. If they put all of
their money into high-interest bonds for a short time, they could, but
as indicated in my statement, in a more long-range view one cannot
expect them to earn enough to pay out that amount and keep up with
the inflation of costs in the kind of things foundations support. That
is unrealistic, we believe.

Senator Curmis. I think so.

Now, is this a particular discouragement to individuals who want to
start a foundation ¢

Mr. GoHEeN. I can’t answer that. I believe that there are other more
}Jressmg discouragements. The limitation on the amount that can be

oft, the tax on appreciated securities if given to a foundation, and
80 on,

Senator Curris. How many new foundations have been created since
the 1969 act{

Mr. Goneen. We are unable to answer that question in detail. I
believe that Prof. John Simon testifying tomorrow will be sgeaking
particularly to this question of the birth rate and death rate of founda-
tions. He has recently collected some information on the matter with
help from our office, but I don’t have it in hand at the moment.

enator Curtis. I have been told that there have been very few
created since the 1969 act.

Mr. Goneex. There are clear evidences of that, except for some that
stem from estates written before 1969. There is lots of evidence that
some law firms have been discouraging people from founding new
foundations, but we can’t put hard numbers to that.

Senator Curtis. That is a source of my information, and that there
has been a marked decline in foundations created either by inter vivos
gifts or testamentary gifts, I mean confining it to those actions taken
since the act, not gredating.

Mr, GoueeN. This is our conviction also, and we think there is a
good deal of evidence for it. Moreover, now that foundations are
properly regulated, or are regulated very substantially, we think that
18 unfortunate. It’s a different situation than when these things were
sgringin up like topsy all around, often without as much attention to
charitable purpose as might have been desirable.

Senator Curris. I think that is true. And isn’t it also true that there
is a long, long list of foundations that have done a great deal of good,
that started out as small foundations under a plan where they accumu-
lated income for a number of years until they reached a point where
they could accomplish the objective of the donor? Isn’t that correct?

Mr. GouEgN. Yes, sir.

Senator Curris. It seems to me that the 1969 act in addition to maybe
causing the death of some foundations, I am not so sure of that, but
certainly have discouraged new ones, has also deprived the individ-
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ual of modest wealth from doing that which has béen done through
the years, of taking a relatively small amount, setting it aside and
letting it accumulate until it can carry on a program of good work
more or less in perpetuity.

There is a §reat deal of misunderstanding about the operation of
foundations. I think this even prevails here in the Congress. There
are those who feel that assets in the hands of foundations are sort of
removed from our economy. Well, that isn’t true at all, is it?

Mr. GoHEEN. I don’t believe it is true at all,

Senator Curris. The assets of a foundation are invested in stocks
and other evidences of ownership and they play just as important a
part in making our economy go and providing jobs and business turn-
zwer?as if those same assets were held by an individual, isn’t that

rue

Mr. GoHEEN. I believe so.

Senator Curris. I will not take too long here to propound questions
at this point. I am interested in the reporting requirements of the
1969 law that was put in there at my suggestion. I felt that it would
be in the public interested to know what foundations are doing. I
also felt so strongly that foundations %(:nerally were good for our
country that there ought to be a place where their activities were re-
ported and where this information would be fed to the computers and
where writers and others could go to it and find out what is going
on and tell the American public.

If in the course of these hearings or at any time you or any of
your colleagues who will testify later have any suggestions on how
to make that report more effective, less burdensome on the founda-
tions, and still more informative, I would be very happy to have it.

Mr. Goueen. All right,

Senator Curtis. Because it was not my purpose that this would be
a burden or a restriction on foundations but merely that it just would
be a simple factual way of letting everyone who was concerned know
what they got in return for the tax treatment given to foundations.

Mr. GoHEeN. Sir, we believe that is an excellent provision ; indeed,
we think that it is a minimal provision, We would like foundations
to be reporting more fully and more often than is required by law.
_ Senator Curtis. Of course the law sets a minimum requirement, it
does not stop a foundation from—— )

Mr. Goneev, We think it excellent. Attached to my written testi-
mony as exhibit 1 is a statement of principle by the-council on the
importance of public reporting for the foundation field as we see it.
We believe that the public is entitled to accurate information about
foundations, and we believe the public will understand foundations
better if it can know more about them.

Senator Curtis. It is your recommendation that the 4 percent tax
ought to be reduced ¢ :

r. Goneex. We think it ouﬁht to be redesignated as an auditing
fee and pegged in amount to the actual cost of auditing and super-
vision.

Senator Curris. Because as it stands now it lessens the amount the
beneficiaries receive.

Mr. Goueen. Very substantially.
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Senator Curtis. Yes. In fact they are the ones that carry the burden.

Mr. Goneen. That is right; it is not really a tax on the foundation,
it is a tax on the beneficiaries.

Senator Curris. Do you also feel that the mandatory payout re-
quirements need an adjustment downward if they are to be continued

Mr. Gouren. We believe so, sir, and we believe so especially when
they are looked at in conjunction with the disincentives to the aug-
mentation of the field. When you put those two things together, the
high payou., as it were, evaporates the total pool of foundation as-
sets, 1f then no fresh springs flow into the pool, that pool is going
progressively to dry up. '

Senator Curtis. When an individual starts a foundation, he gives
that which he has, doesn’t he, and that is usually stock in his own
com‘})any. ‘ ‘ .

We cannot expect a high payout in every instance and we cannot
expect instant diversification of his portfolio, all of which in m
‘opinion were broufht about by the mistaken opinion that if the donor’s
securities were held by the foundation that per se that meant some-
thing wrong, either mismanagement of the funds or tax evasion or
something of that sort, and I do not buy that at all.

Mr. GoHEEN. It seems to me, sir, very anomalous that for founda-
tions established before 1969 realistic periods of transition for dives-
titure are provided but for those established after the act the period
is very short, as you know, It agpears inequitable and unrealistic un-
less it is intended to cut down on foundation assets. .

Senator Curris. Well, I know of few instances where a require-
ment of a divestiture by a foundation would mean the liquidation of
the business and the only possible purchaser would be one or two
monopoly competitors. I was totally out of sympathy with the entire
act, but garticularly the divestiture, the forced payout and tax, I think
it went by far beyond what the public interest requires, and I think
it was brm:ight about by a misunderstanding of the operation of foun-
.dations and what is the groper approach. If the Congress arrives at
conclusions that a particular activity should not be funded by founda-
tions, they have a remedy in determining what gifts are deductible
and what are not. But I shall not take any more time at this time.

Mr. Trover. I might add that there is another provision of the act
that has the effect that you are talking about. It is quite important, and
it has the effect of constricting the birth of foundations, the creation of
new foundations. That is the set of special restrictions on gifts of
appreciated property to private foundations. When one gives a stock
of a closely held business or other appreciated pro(ferty to a public
charity or to an operating foundation one gets a deduction for the
total current fair market value. That is not true after the 1969 act for
an endowment gift to a private nonoperating foundation. That is a
very significant discouragement to the creation of the new nonoperat-
iixg fl?ux(lldation with business interests or other appreciated assets of
that kind.

Senator Curtis. Yes, I did not include that, but it is certainly very
imﬁortant and I think a change should be made in that and I also hope
a change can be made in the divestiture requirements because it serves



18

no good purpose, and it certainly is hampering some excellent
operations,

Sometimes the notion prevails that foundations are created because
somebody wants to escape taxes. I think most foundations are created
under a desire to do good. I know of one foundation whose gifts run
into millions and millions of dollars that has been very, very hel}?fql
to a long list of educational institutions, and I happen to know why it
was created. The man came to the conclusion that his sons were going
to inherit more money than they should inherit and he wanted to do

good with it. It was not motivated by anything else.

I thank you, Mr. Chairman.

Senator HarTke. Senator Hansen. . .
Senator HanseN. Dr. Goheen, of the various types of activities car-

ried on or supported by private foundations, which do you reg]ard as
the more important or more appropriate activities? If you could just
identify areas briefly for me I would be grateful.

Mr. Goneen. I don’t feel competent to do that. It seems to me that
the range of human needs in our society and the world scene is very
great and demanding. Foundations are engaged over the vast spectrum
of these needs, and rightly so. I could not say that education should
get more than health or anything of that sort.

Senator HanseN. In your prepared statement you say in summary,
“Never, indeed, have foundations been more needed than today. With
many grievous social problems calling for new, experimental ap-
proaches at solution, with severe cutbacks in the availability of Fed-
eral funds, with private sector educational, medical, and social welfare
institutions in deep financial trouble, the initiative and resources foun-
dations can provide are desperately required. No longer should they
be regarded as marginal institutions operating in a twilight zone of
official disapprobation * * *.”

Does this imply that even a minor but still significant share of the
financial backing that I assume you conclude is required can be pro-
vided by foundations and not through tax dollars?

Mr. Goneen, I think a significant proportion, sir, and it is often a
portion that gives the institution the flexibility and the ability to do
something which it wants very much to do but otherwise can’t do.

If you look at the universities today, about which I know some-
thing, they have been through a period of very stringent belt tighten-
ing to get their budgets back in order. One of the great problems is:
How do you meet the needs of a changing society when you are reduc-
ing volume of your expenditures? How, for example, do you do more
in environmental studies when that is needed ¥ Foundation money can
often come in and give that little bit of leverage.

On the other hand, a welfare-type institution that can make its case
to a local foundation and pick up, let’s say, $2,000 often finds that
$2,000 invaluable in the local situation. They could not do the job
without it. Also, foundations are reporting to us that, with the financial
problems hitting the charitable agencies and with the change in the
mode of Federal response, the appeals they are receiving have grown
immensely in recent months.

Senator HaNsEN. Are there any activities that you would care to
identify that you think have been traded on or supported by private
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foundations in the past and may be continuing ag of today that you
feel would be no lonﬁer appropriate for private charity? 1 mean are
there any activities that you think in the past have been supported by
foundations that you would like—you would now say ought no longer
be supported § o ) .

Mr. Goueen. Well in terms of humanitarian, educational, medical
services, that kind of thing, I really can’t think of anything, Founda-
tion responses in these areas change as techniques change and new
problems come in focus. But your question gives me an opportunity
to say, sir, that 1?rior to 1969—and perhaps one reason for some of the
provisions of the 1969 act—there were instances when foundations
were thought to have engaged in political activities or to have sup-
ported direct political activity. The Congress in the 1969 act has put
down very specific prohibitions against that, and I think it is important
to recognize the fact. i

The most recent national publicity that has come to foundations
came in the Watergate hearings last week, during Mr. Buchanan’s
testimony in which he made a number of allegations about founda-
tions which were, on the whole, out of date and in great measure
incomdplete. It is too bad that through that televised testimony, with-
out adequate rejoinder, the impression was given out that some foun-
dations continue to be invloved in partisan political activity when
that is not so.

Senator Curtis. May I say right there you have some company in
that regard. There are a number of people that have been maligned
by those hearings and no opportunity to rejoin or cross-examine,

Senator HanNseN. What 18 your personal view as to the wisdom of
financing political campaigns since you brought up this issue? I was
not going to raise it but you have. How do you feel about the bill to
have all campaign funds provided at taxpayers’ expense {

Mr. GoHeeN. My personal view, sir, is that some realistic system of
public financing greatly needs to be developed. I think it will
strengthen and Improve and restore public confidence on our political
system.

Senator HaNseN. Doesn’t the recognition of the validity of founda-
tions tend to limit or restrict the tax fund that otherwise would be
available to Government for all of its purposes?

Mr. Goreen. Well, the fact that these funds are in the hands of
31,000 foundations means that some substantial party that $28-$30
billion was not taken into the tax system at some point, although
there is no way of telling where the funds would have gone if they
had not been given to foundations. As between foundations and Gov-
ernment, I guess it comes down to who one believes can better pro-
vide the services and meet the human needs. Are not at least some of
these services and needs being better handled through the involve-
ment and concern of foundation trustees and managers year by year?
. I think the public is gaining, not losing. Moreover, fbe]ieve that

much of the essence of this country—one would hope in its future as
well as in its past, to pick up the chairman’s first question—lies in our
pluralism, in our capacity to have multiple points of thought, energy,
and concern playing roles in the well-being of the country.
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Senator Haxsen. Do you believe it is important, Dr. Goheen, that
individuals, if they feel strongly about a particular issue, program,
problem or candidate, ought not to be denied the opportunity to put
their money where their mouth is, so to speak, using the foundations
as a vehicle? .

Mr. Goneen. I would think they should not use the foundations as a
vehicle to support a particular candidate or a particular piece of legis-
lation. In my personal view, the prohibitions enacted in the 1969 act
on that score are desirable. I think foundations, misunderstood as they
often are, will be better understood and be able to do their primary
humanitarian jobs better if they don’t get too caught up in the political
process. That is my view about foundations, I believe individuals
obviously should be able to support issues and causes and people of
their choice—though in terms of campaign legislation, such as we
were talking about before, some dollar limit would have to be set unless
we are going to have the same problems we now have.

Senator Hansen. Well, there are many questions that that response
sug ests to me. I won’t go into them but I would ask youthis,

§ a foundation believes through its trustees that it has identified
serious major significant problems, would you soay that it is appro-
griate only to pursue those goals within a clearly defined structure of
oundation activity or do you think that it might be appropriate to
bring to bear whatever sort of campaign, so long as there is nothing
illegal, immoral or without precedent about it, that xm%ht be pursued
in anticipation that the objective more shortly would be realized?

Mr. Goneen. Yes, as long as it is not illegal or immoral I would
quite agree with that. . L

Senator Hansen. Well, I gather that, considering your dedication -
and your commitment to foundations, you should speak as you have,
if you did not say what I understand you to say, you would not be
worthy of your hire. ‘

I happen to believe that if a person is employed by a group that he
ought to speak for them, he ought to believe what he says, and I am
certain that you do. I don’t mean at all to depreciate your loyalty, I
commend you forit,

But you think then that there are certain things particularly in
the political arena that we would be better off to deny individuals.
You spoke about how we might finance political campaigns as an
example and if I understood you correctly, you looked with some
favor upon legislation which would make the financing of political
campaigns more a Federal tax function than to leave it as it has been
in the ga?t, an individual decisionmaking responsibility. That part
was right

Mr. Gonren. Yes, I think that is right. I am not a political sci-
entist but I would offer this analogy. T think we found in many others
aspects of American life that when people are in control of substan-
tial assets without regulation and supervision there are going to be
some who will abuse, seriously abuse, that privilege for personal gain,
So, the insurance companies had to be regulated and the banks had
to be regulated and finally the foundations had to be regulated. I
think that we may have come to the point, I think we have come to
the point where in terms of political campaigns individuals need to
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be regulated more than they have been, or curbed more than they
have been, in the use of economic power, not in other respects.

Senator HanseN. Now, if we finance political campaigns with pub-
lic tax funds, who is responsible—if there is to be any responsibility
in determining who indeed are the real honest to goodness candidates?
How do you make certain that a person who does have some dee
commitment toward bettering society is given a share of funds suf-
ficient to assure that he may wage a successful campaign or have a
chance for it? If four or five others who are really very uninterested
candidates, but conceivably could be put into a race to dilute the sup-
port away from a challenger, and 1 have particularly in mind the

roblem that I think arises from the fact that despite any kind of
aw we may write, whatever kind of campaign law is written, is going
to be an incumbent bill because it written by ﬁeople who are now in
office and if you would agree with me, that the visibility and name
recognition probably that goes with being in office does give some
advantage to someone in office. How are we, 1f we turn it over to public
financing, going to give an honest sincere dedicated challenger, & man
without very much statewide or district visibility, a chance to effec-
tively challenge an incumbent ?

Mr. GoHEEN. Senator, you got me out of my depth. I am an ama-
teur in this area. _

It seems to me, however, there are two things that might be done.
One is that there should be a certain amount that a candidate should
prg'qiélie from private sources before he would qualify for public
subsidy.

Senator HansEN. You say he should ¢ Say that again.

Mr. GoHreeN. I am suggesting that in order to keep just anybod
without any support at all from declaring himself as a candidate and,
therefore, gaining public funds, there might be a point up to which
private support would not only be desirable but necessary. Let’s say
you have to be able to show that you have $50,000 worth of support
1n order to run for « office; if you had that, then it would be matched
by Federal funds. But let me repeat that I am talking as an amateur.

Senator Hansen. Then would it follow that a rich man as con-
trasted ;:o a poor opponent would have a built in advantage, would

ou say
y Mr. GoueeN. He certainly might. He has today.

Senator HaNsEN. Does tﬁat square with your political ethic?

Mr. Goueen. It would reduce his advantage very substantially,
bfut I an}a1 out of my depth in this area and would like to get out of it
if I might.

Senator HanseN. The only reason I am asking these questions is
that a lot of people are asking them of foundations and foundations
have been criticized in the past. I have had a lot of letters from con-
stituents who find foundations at times seemingly going against pub- .
lic purposes or at least administrative purposes in the area of foreign .
affairs and many other areas. I am not being critical, I wanted to get
some answers from you in order that I might better understand what
the: picture is and respond more intelligently to those who say: “You
were on the Finance Committee in 1969 when you passed this tax re-
form law, how do you justify this#” And very often I am like you are
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now, exceﬁting I suspect I have had this experience more times than
you have had, I don’t know what the answers are.

Mr. GoneeN. On the other question, getting away from the cam-
paign business, to what foundations support, it seems to me right that
we should have foundations supporting a whole range of different
points of view and lines of inquiry, whether popular or not, in our
society. That is one of the contributions they can help to make. If some

foundations tend to be “liberal” in their assistance, there are others

that are very “conservative” in theirs, and most fall in between. I
think that is healthy and properly reflects the American society.

Senator Hansen, Just to give you an example, our distinguished
chairman is cosponsor of the Burke-Hartke bill, T am sure you have
heard of it, and there are a lot of laboring people——

Senator HarTkE. Let me say at this point on an objective analysis
it i the best trade bill in the field.

Senator HanseN. I was hoping you might allow me to make that
observation, Mr. Chairman, but I am happy to have you make it.

I was going to say that there are lots of people in this country who
don’t agree with multinational corporations, who are weary of for-
eign aid, and who believe that the profits that are made in this
country ought to go to increasing the standard of living of all Amer-
icans, and that ought to be almost to an exclusive objective. As a
consequence, not everyone feels that the funds which have been ac-
cumulated through activities in which there is mass participation, I
am thinking of big corporations and so forth, ought to be used as
much as in the past in support of international efforts of one kind
or another, whether it is relief for India or grain for Pakistan, or
hurricane relief for some other country. These are just things that
come along and positions that are taken and I wou}d like to know.
how we answer that sort of criticism in the context of the activities
of a foundation, especially if they seem to go contra to clearly de-
lineated administrative purpose.

Mr. GoHEEN, Well, sir, it would be my view that one of the functions
of foundations is to see to it that members of different points of view
and lines of argument on important issues like this can be fomulated
and can be heard so that the public discourse will thereby be enriched
and enlightened. I think it would be very unfortunate if the public
policies of a given administration were to dictate—or a given session
of Congress, for that matter, were to dictate—what could be advanced
and what could not be advanced as significant thought. I think this

would be terribly unfortunate.
Senator HANSEN. Mr. Chairman. Thank you. I have taken more than

my share of time. I appreciate your responses.

Senator HarTkE. Dr. Goheen, I want to return now to the question
of philosophy. Since you have raised the issue of Watergate, that
basically is where I was headed anyway, you might as well know. Let
me give you some preliminaries on this situation. I was asking what
the basic philosophy of foundations is or what it should be, or if it
should have a philosophy. I was really dealing with the historical con-
text of what happens in a society where people happen to somehow
come into additional funds beyond those of the ordinary people.

In other words, the wealthy people historically have been looked
upon as having a responsibility in society, especially in democratic so-
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cities—the wealthy people have been looked upon as having a responsi-
bility to society to perform two things; to either reform the system it-
self or provide for some type of assistance to those less fortunate, in
other words to the poor. That is nothing new, it is a historical context.

In line with that it appears to me that there is a basic split inside
foundations, and this is in broad categories, and that is the responsi-
bility of foundations to do first one thing or to do another. The first one
is: is it the responsibility of the foundation to support existing insti-
tutions, or is it the responsibility of the foundation to provide for in-
noyagions and for the change or the conflict or the controvery in
society.

Now, having once made that distinction between the two general ap-
proaches, then two questions immediately arise as far as the Gov-
ernment is concerned. Can our tax structure afford either one of those
philosophical approaches, or both, and, No. 2, should it ¢

You see, Mr, Buchanan does raise, in my opinion, a very substantial
question, which is in the mind of the pug;lic, and the mere fact that
he happens to be a Republican and happened to be in front of the
Watergate Committee does not in any way in my opinion either give
additional merit to it nor detract from it. But he does raise a funda-
mental question for foundations and I think he does raise in terms of
the ordinary individual a discussion about so-called liberal founda-
tions and conservative foundations.

Now, the question was asked of Mr. Buchanan, “In the course of
your duties during. the Presidential campaign of 1972-and also your
duties at the White House, were you of the view that a number of
tax-exempt foundations were unfriendly to the President or to the
Republican Party, and indeed helpful to_the Democratic Party.”
That was the question. And I think you are well aware of the answer,
that he indicated in substance that he thought they were there at
that time but especially had been more so prior to that time, and he
specifically then indicated that he thought the Ford Foundation was
guilty, in his opinion, of being wrong, in his opinion, as to their ap-
proach. I think that is a fair interpretation of what he said. I am
not trying at this moment to go ahead and use his exact phraseology,
but his general thrust and theme,

He said the Brookings Institution was considered to be a liberal
organization. Then he indicated also that at times that after people
had been involved in the 1964 campaign, with Barry Goldwater, who
also were involved I suppose, with foundations: Mr, Buchanan charged
that that foundation found itself in serious trouble with the taxing
authorities and was threatened at that time with losing its tax-exempt
status.

Now, his statement was, that the administration of the Internal
Revenne Service “reouires a stron fellow running the Internal Reve-
nue Division. esnecially a friendly fellow with a friendly staff in the
tax-exemnt office.”

Now. with all that preliminary. I leave you aeain with the auestion
T asked in the first analvsis, Is it the responsibility of the Govern-
ment to provide tax funds to nromote either one or two of those basic
pronositions which T indicated and, secondarily, can it afford to do
so? The two basic propositions are, again, whether foundations should
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promote and helﬁa existing institutions or, involve themselyes in the
controversy of whether or not existing institutions are functioning for

the benefit and common good #
Mr. Goneen. Sir, it seems to me that it is appropriate for founda-

tions to
Senator HArRTKE. Let me ask the question for the people in the back

of the room, can you hear?

Mr, GoHEEN. It seems to me it is appropriate for foundations to be
concerned with both of these two basic missions as you enunciated
them. Some foundations do both things. Some choose to emphasize
innovation and social change, others choose to emphasize support to
established institutions. :

It also intrigues me that some people think that support to a uni-
versity—I think here of Mr. Neilson’s book—is necessarily support to
the status quo. Often the most far out new thinking comes out of the
universities. In other words a foundation can support an established
inssit\}lltion and still, through it be supporting lines of forward thought
and change.

Attached to the written statement as exhibit 2 is a statement of
guidelines and principle put together by the directors of the council.
It states, as I said to Senator Hansen, that it is not only appropriate
but right that there should be foundations of different interests and
g:rsuasions operating within the American society ; that some should

more conservative and others less conservative; that some should
be concerned more with innovation and others more with the root well-

being of the institutions of our society.
As to whether the Government can afford this, I am not an econo-

mist, but T would say that it can,

Senator Hartke. Do you agree with the contention that foundations
now presently avoiding paying taxes in the amount of $610 million?

Mr. GoHeeN. I beg your pardon. ¢ '

Senator Hartkr. Foundations avoided paying taxes in the amount
of $610 million last year. Is that a fair statement?

Mr. Gonzen, I can’t answer that.

Mr. Troygr. I don’t know where that revenue statement comes from.

Senator HARTKE. It is a very rough staff estimate.

Mr. Gougeen. If we put beside that again the fact that in 1972 $2.2
billion of foundation giving went into various charitable institutions,
and 30 percent of that $2.2 billion went into colleges and universities,
you get the other side of the coin.

Senator HarTke. Look, I did not say that in any way to depreciate
from the value of foundations. We have some technical things which
we are going to have to agree upon here ultimately, although we

are—
Mr. Gongen. I had not heard—
Senator HarTkE. I was saying in answer to the question whether
or not the Government can afford to do this, as distinguished whether
it should do it, you have to ultimately say how much money are you

taxes.

avoiding in payiﬁg
Mr. Gonzeen. May I say the other side of the coin is that if the

foundations had been paying that tax then much of the $2.2 billion
of foundation giving would not be available to go to recognized
charities that need support and might otherwise become tax burdens.



26

Senator HArTEE. I am not arguing that fact, I am trying to establish

facts not argue them.

Go right ahead then.

Mr. Goneen., Well, I think that is a lot of tax dollars,

Senator HArTkE. I really don’t want to move ir. that direction, I
want to come back to the basic question of philosophy and the question
which Buchanan raised in the Watergate hearings, which I think is
a legitimate question.

Mr. Goneen. Mr. Buchanan’s objection was that he thought that
certain lines of “liberal thought” advanced in places like ‘the Brook-
ings Institution got a disproportionate amount of foundation support
and he would like to have had a few big Republican foundations,
Republican spirited foundations which were supporting equivalent
studies but coming at issues from a different point of view, I under-
stand he even drafted a memorandum for the establishment of such
& foundation. I think it might be very good if there were more of the
conservative foundations supporting serious academic research, re-
search in depth, than seems to be the case. They have generally chosen
to put their funds in different kinds of things. I don’t think it should
be an either or proposition. I think we want both of them.

Senator HarTEE. A lot of foundations make contributions to organi-
zations and educational institutions primarily, let me say organiza-
tions generally which have deficits in their operating budgets. Is this
a proper function of foundations? :

In other words, just to pick u]p the deficit of an organization which
in and of itself would probably fail to exist without that type of
support? Is that a proper function of the foundation in view of the
fact that it is using American tax dollars?

Mr. Goneex. If it is a question of keeping alive an institution which
otherwise could not exist for any length of time, I would think that
was a waste of foundation money. More often it is the question of
this deficit representing the difference between an institution perform-
ing well or not performing at all or performing badly, and if you
look at the record of foundation giving to many of the small liberal
arts colleﬁes you will see that $5,000 here and $10,000 there is helping
them with student aid programs, faculty study leaves, and so on that
they simply could not otherwise fund. These things have to do with
the quality of the institution, not its bare survival,

Senator HarTkE. In our society is it the responsibility of founda-
tions to keep going an operation which somehow cannot finance itself$

Mr. GouEeex. In our society we have been doing that for many,
many years. We believe in voluntary efforts and we have encouraged
them. We have known they were never going to make a profit, that
they were always going to have hard times. That is why we have
these big fundraising drives. Why do we have United Fund

Senator HarTre. I might even question some of the United Fund
activities in my own concept. But on the other hand, I am not saying
at this moment it is a bad thing, I am just asking the question because
I am going to ask you the other side of the question right now.

Mr. GoneEx. I was asking a rhetorical question to illustrate the

point.
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Senator HarTkE. I am going to ask the other side of the same ques-
tion. In the field of atteml;l)ting to effectuate social change, is that a
geroper function really of the foundations? Would that social function

of such a nature to eliminate foundations themselves or what if the
social change would say in substance it would eliminate the whole doc-
trine that is presently there, and say take you down the road toward,
let me Put it in blunt terms, a Communist society in which there is no
room for private giving because there is no such thing as private
property.

r. Goneen. Sir, earlier on, you remember, I said that if there was
a philosophy governing foundations I thought it had to be a commit-
ment to an open and free society, with the kinds of values and institu-
tions that permit foundations to exist. In my own conception of such
a society and in the kind of society which we largely though not per-
fectly have, it is proper that there should be people thinking far out
thoughts and arguing even the destruction of the society because that
sets up challenges against which other people, the rest of us, can argue
and sharpen our thoughts and maybe improve our society. At least, I
believe in such openness, and I think that foundations in their diversity
depend on it.

enator HArTKE. Let me repeat again, that the question of open end
gociety again is a subjective decision and even Senator Curtis, for
example, expressed his apprehensions today about the Watergate hear-
ings, that they were not really in effect an open-end hearing, and I am
not going to pass judgment on that, I am (f'ust saying to you that the
question of what is an open-end society and what is an open-end hear-
ing and what really isn’t is always subject to a great deal of discussion.
But the point I am making is, do the foundations have at the moment
any public awareness? It is in this field that there has been a criticism
directed at them for being engaged in the sixties in political activities,

isn’t that fair$

Mr. GoHEEN, Yes.
Senator Hartrs. I am asking you now, you have to say yes or no.

Mr. GoHEEN. Yes, sir. I was waiting for you to stog
As I said earlier, I thought it was too bad Mr, Buchanan raked up

pre-1969 activities In some instances. Then I read the Buchanan testi-
mony and questioning last night. It seems to me what he said beyond
that was that just as there is Brookings Institution, which he described

as liberal——

Senator HArTKE. Liberal ¢
Mr. Goneen. Liberal. Just as there is Brookings, which he described

as funded by the Ford Foundation, he would like to have had some-
thing like a MacArthur Institute funded to look at things from an -
ideologically conservative position. He emphasized that he didn’t want
Brookings’ tax exemption taken away, I think that is fine, I don’t see
anything wrong with that.

enator Hartre. I am not on that point; you are talking about
whether that is fine. I am talking about what it is ultimately going to
do and whether it is a proper function of utilization of tax money. Are

you saying it’s a proper utilization #
Mr. GonzeN, 1 said—
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Senator Harrre. Because I am going to take you to another proposi-
tion in a moment,

Mr. GoneeN. I tried to say earlier, Mr. Senator, that I thought that
foundations should not get involved in specific legislative issues and
take ]partisan political positions with respect to those isues—that they
should try to assure that the research the supf)ort is nonpartisan, ob-
jective, scholarly sound. I would repeat that. 1 also happen to believe
that the diversity of points of view in the American society is a wonder-
fully precious thing. The class and interplay of conflicting views is
part of the life and vitality of our society and I think foundations
should not back off from controversy as long as they stay away from
partisan politics.

Senator HarTKE. But, you see, Mr. Buchanan did not give you that
tﬁpe of commendatory endorsement. What he said in substance was
that there was actual political activity involved in the utilization of
tax funds by the foundations. That was the substance of his charge.

What I am saying to you is very simpl% the controversy of founda-
tion involvement in political activities. The registration pecc)lple, the
registration of minority groups especially, was being criticized.

ow, isn’t that same type of criticism going to be leveled at the
institutions in the secondary field if they become involved in the whole
question of social innovations and reform in the seventies?

And, let me ask you, if they are criticized for such operations, is that
a legit?lmate reason for the Government to eliminate their tax-exempt
status

Do you understand what I am saying{

Mr. Goneen. Yes, sir, you throw a great deal at me at once.

Senator HarTxE. I understand, I am really coming back to the heart
of this whole hearing.

Mr. Gonzen. Let me just say with respect to the public opinion and
Mr. Buchanan’s statement, I would agree with you. I merely meant to
say I thought it was unfortunate that no recognition was given that
the 1969 act rules out a whole lot of kinds of things he was referring
to. Segnd,— with respect to questions of social change, whether they
have to do with integration or low-income housing, things of this
sort, these are controversial matters in the public mind and—

Senator HarRTKE. Let me ask you this.

Low-income housing is one thing, but that is not controversial in
the nature of the three A’s a while ago. Let me ask you specifically, I
want to ask you about acid, amnesty, and abortion, this 1s a problem
you are faced with in the seventies, :

If you get involved in those things, are you prepared to go ahead
and defend the actions of the foundations in relationship to their tax-
exempt status?

Mr. Goreen. I think that the foundations are doing what they
should with respect to these problems—at least many are—namely,
supporting serious in-depth studies of them. That is proper. Founda-
tions should not stay away from questions simply because they are
controversial, That is what I thought I said earlier.

Senator HarTre. All right.

Mr. Trover-Let me simply add a footnote, Senator, because I think
we may be tending to lose sight of an important point here.
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In Mr. Buchanan’s criticism of foundations there are two aspects:
one directed at foundation involvement in politics, and one directed
at foundation involvement in the making of the laws that govern
our society. The Finance Committee looked very carefully, very di-
rectly, very closely at both of those points in 1969, and it adopted some
very tough rules on both, It applied severe penalty taxes to any foun-
dation involvement in—and I am quoting the Internal Revenue Code
now—"influencing the outcome of any public election.” Also, the 1969
act established some very elaborate and very specific restrictions for
voter registration activities, Befond that, the act goes to the subject
of foundation involvement in legislative activities, and again puts
some very tough, severe penalties on foundation activities designed
to influence legislation, It defines that term very broadly.

The language of the Internal Revenue Code here, which triggers
these penalty taxes, is “any foundation expenditure for any attempt
to influence any legislation through any attempt to affect the oi?inion
of the general public, any segment thereof, any attempt to influence
legislation through communication with any member, employee of
a legislative body, or any other governmental official or employee, who
masy participate in the formulation of legislation.” .

o the Finance Committee looked at these problems in 1969, and
now we have some tough rules that keep foundations out of both of
the areas that Mr. Buchanan is talking about.

Senator HArTKE. Is this a good rule or bad rule, is that a good law
or bad law?

Mr. Troyer. I think the first half of it no one would quarrel with.
The attempt to keep foundations out of politics, out of direct inter-
ference in political campaigns, as Mr. (Foheen has said, is clearly
right and the foundations themselves have not argued to the contrary.

e supported that legislation in 1969, and we think it is a good rule.

As experience develops under the second rule—that is, the very
broad restriction on activities which may influence decisions of legis-
}lati.vg bodies—it may be that the Congress would want to rethink its

ecision.

Mr. Gonern. May I suggest, if your question was leading up to
whether there should or should not be equivalent regulation of foun-
dations on issues of social concern—such as amnesty, acid, and what-
ever the other one was, or Jow-cost housing, busing, and so on—my
strong belief would be that it would be very unfortunate if Congress
were to legislate what should or should not be investigated and stud-
ied in these areas. We must hope that will not occur.

Senator HarTke. Let me give you two as a thought.

One of them you mentioned, busing, that is a controversial issue in
Indianapolis, Ind., at the moment. There is at this time a group which
wants to have a constitutional amendment in regard to busing. Is it
proper for the foundations to use tax money in order to get involved
In a situation which ultimately would be effecting problems, not only
legislative changes and legislative actions, but also ultimately would
even ;ﬁg‘ect constitutional changes, whether the organization was pro
or anti

Mr. Gonern. Under the law foundations could not support things
designed to take a position one way or the other on that piece of legis-
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lation, a constitutional amendment, but they could be supporting stud-
ies, in say, the University of Michigan on the basic issue.

Senator Harrke. Let me do the other side of the coin, the other
item which Senator Hansen raised, and the question of puf)lic financ-
ing of political campaigns. Is it a proper and legitimate operation of
the foundation to become involved in the study and to the ultimate
recommendation as to whether or not political campaigns should be
financed out of the Public Treasury ¢ ‘

Mr. Gonzen. I would believe so.

Senator HArTEE. You would think it would be a proper study

Mr. GoHEEN. Yes.

Senator Harrre. Wouldn't that be an attempt to influence legisla-
tion which presently is before the Congress$

Mr. GoHeeN. No, sir; not if it is done as a serious and analytical
study of the pros and the cons.

Senator Harrxe. Every studg I have made has been serious and
what was the other word you used { ~

Mr. GoHEEN. And analytical.

Senator HARTKE. Serious and analytical. And everything my oppo-
nents have made has been scurrilous—that is very simple.

Let me go back to Senator Fannin who has not had a chance to ask
questions.

Senator FaxNiIN. Thank you.

Dr. Goheen, I appreciate the opportunity to question you because I
am vitally interested in what you have had to say. I regret that I was
not here from the very start.

You give a few examples, you say, of grant-making foundations
doing their job, which primarily is to assist organizations, both the
public and private, to serve the myriad needs of people. I have wit-
nessed what has been done in my State and around the Nation in
medical research, safety programs, research not assumed by industr
because of no opportunity for financial return. I can praise the wor
of foundations in many respects. But I am very concerned, Doctor,
because foundations funded by a business or executive, former execu-
tive business or present executive business, seem to feel that the
should show their independence by being antibusiness. An example 18
the Ford Foundation,

What is your thought in this regard # That is one example.

Mr. GoreeN. I know of no instance of the Ford Foundation being
antibusiness that I can recall. Maybe you could refresh my recollection.

Senator FanNiN. I think fostering some of the strikes that have
been irll progress, they might say indirectly, but Ceasar Chavez is an
example.

Mr? GoueeN. I have no evidence of that at all, sir. Maybe if you
could tell me. Isit in fact known— ‘

Senator Fannix. That is why I am asking you, indirectly, that is
ngat I understand had taken place, and I have been very concerned
about it.

Mr. GoHEEN. Mr, Dressner from the Ford Foundation will be testi-
fying to this committee tomorrow morning.

Senator FanNIN. Fine. We will address that question to him then.

I am very proud of some of the programs that have been sponsored in
my own State, and the colleges you refer to. I happen to be very active
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in the school you referred to and very pleased with what they are
doing. When the school was faltering the foundation did to a great
extent come to their rescue. I have been told, I put this in a question
what are the stipulations that are attached to the contribution o

funds? For instance, are you familiar with what happened ¢

Mr. GoneeN. No, sir; { am not familiar with any detail other than
having read the reports of a number of foundations and some press
stories,

To answer your question not in the general terms in which you first
put it, the normal situation is that an agency or institution like the
community colle%e draws up a proposal describing something it wants
to do and for which it needs support. It submits that proposal to a
foundation or foundations which review it. If a foundation approves®
it and has the funds, it will give the institution financial aid for the
purpose requested. Later the foundation normally wants to know
whether the purposes for which the money was given were in fact
the purposes served and how did it go.

ive support that is going to

Generally, foundations do not like to ort
tie them down into the basic funding of the institution over a long,

lonsg period of time,

enator FaANNIN., Well, the reason I did ask you this question was
that I have been told that some of the foundation money was con-
tributed with the understanding, and understand I don’t know
whether the ones you refer to are involved in any respect, but with
the understanding that this would bring students from other States
around the Nation, non-Indian students on to campus. They did have
certain goals in that respect, maybe they were good goals, integration,

"I don’t know what the %oals were, but I know they had considerable

trouble and almost rebellion on the campus at one time because the
&h% bliitng in some malcontents and it caused considerable, as I said,
ifficulty.

I am wondering, I was wondering if you had any knowledge.

Mr. Goneen. Not of that specific thing. I knew there had been some
tensions but I did not know, and do not know who initiated that idea
whether that was an idea of the college administrators or an idea of
some foundation person.

Senator FANNIN. They should be interested in, when they are fund-
ing a particular project, and you, I think, stated that they should be
interested in showingf all sides of a particular issue. Is the way that
you feel money should be handled in this regard is to foster all dif-
ferent types of programs, conservatives, liberal, moderate programs#

Mr. GoneeN. May I make a distinction, sir? I believe that research
and study funded by a foundation should endeavor to be as objective
and fair and honest as it can be, and should not in any way be guided

by strictly partisan concerns.
Ordinarily in this country humans are entitled to differences in basic

points of view. Therefore, the second part of my answer is that there
should be some foundations which are inclined to support more liberal
things and others more conservative things. In the general mix of our

society that seems to me to be healthy.
Senator FANNIN. Shouldn’t they be interested in what is right and

beneficial to the people of the Nation, are you saying——



31

Mr. GoneeN. Yes; I think that is absolutely the first thing—is of
the essence—but if I may use the term, a liberal Democrat and a con-
servative Democrat may have quite different noints of view, at the same
time that both are deeply devoted to the well-being of the Nation.

Senator FanNin. I don't exactly follow you. I am just wondering if
you feel, I realize you do not feel the foundations should foster dissent
or controversy. Aren’t many of these programs we are discussing doing
exactly that, fostering dissension and controversy? '

Mr. Goneen. Sir, I would not agree with that. I think we are in a
time when there are great straing in the American society and stresses
between element anﬂelement of it. As foundations work within the
totality of the society, as it were, they are going to be interpreted by
some one way and others another way. In a given circumstance, what
looks controversial to one person may not be controversial to another.
I don’t think it is correct to say that foundations are inciting the dis-
sent and the controversy. , .

Senator FaxNIN. Do you feel that they should promote patriotism f

Mr. Goueen, Well, I certainly do. But patriotism again is a matter
which can be defined in a variety of ways. .

Senator FANNIN. That is my concern, because of the manner in
which it has been considered by .foundations in some respects. I feel
very keenly that we are benefiting bur young people greatly by some of
the programs that are being fostered by foundations, I am also vi-
tally concerned when patriotism is attacked by some groups I feel are
being also funded by foundations, I am not in & position—I recall
when we were discussing this matter back in 1969, before the 1969 leg-
islation, we had a great number of illustrations in that respect, and
still feel that we have some problems in that regard. I don’t believe they
are as serious as they were at that time, we are not having the prob-
lems around the country, thankfully, that we were then, and so per-
haps that is not true a this time, but I am vitally concerned that this
does not happen. I appreciate the answers you have given and I just
regﬁet that I was not here to hear your full testimony.

r. GoHEEN. Thank you, Senator.

Senator HARTKE. Dr. Goineen, we are taking a lot of time but I am
still going to ask you a few questions.

Mentioning colleges and universities, there has been a sharp cut-
back in the amount of aid available to students in most universities and
colleges. As a former president of a great university itself, what is the
proper role, first, of the Federal Government in aiding students in the
school, and shouldn’t that aid also be given to both private and public
schools, or should it be directed toward public schools$

Mr. Goneen. I believe, sir, that if we are to maintain our plural sys-
tem of higher education, which I believe to have shown itself to be
greatly valuable, it is important that Federal aid be available to
private institutions as well as to the State institutions.

I, myself, believe that if there is to be general aid, it is best attached
to aid to students, to needy students, as was done in the education
- amendments passed, I guess, 2 years ago but never adequately funded.
I also think it is of great importance that there again bs more Federal
attention to the education of graduate students who are the future
faculty and research personnel of the country. Most universities are
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having a very, very difficult time adequately funding the graduate pro-

grams todaﬁ.
Senator HarrkE. You said in your statement on page 11 that public

accountability is not the instinctive disposition of some particular

‘ foundations.

Mr. Goneen. That is right.
Senator Hartke. Why is there this reluctance on the part of the

foundations to open up their activities to public scrutiny ¢
Mr. GoHEEN, At its most pure it goes back to a good old Judaeo-
Christian ethical principal: you do your good works quiet?y and don’t
arade your virtue to your fellow man. Let God reward you later
1f He sees fit.
Senator HarTkE. To open them up to scrutiny is one thing and pa-
rading them to the public—I don’t think Jesus, when He was doing
od work, went around and said that He wasn’t supposed to let others

o
ﬁnow about them.
Senator Curtis, There were several instances where He warned peo-

ple not to tell anybody.
Mr. Goreen. That 18 a really very honorable——
i Sl:an?ator HarTxe. And they proposed to immediately tell everyone, |,
right
r. Goreen, Having been brought up in a Calvinist home, this old
and noble tradition is one I learned early. It appeals to me. I don’t
think it is unim‘;))ortant. But a more general reason is that people of
wealth who establish foundations with which they are still associated
in their lifetimes are concerned that too much knowledge about their
foundations will greatly augment the number of requests that come in.

Senator HArTKE, Greatly what {

Mr. Goneex. Augment the number of requests that come to them.
Already they can’t meet all the demands that come to them. Why
invite any more{

Senator HArTEE. I wouldn’t find that a very serious problem.

Mr. GonEeN. I don’t find it so either.

Senator HArTRE. If nothing else, maybe you could employ a clear-
inghouse for these requests.

Ar. GoHEEN. We would be—

Senator HarTkE, Excessive !

Mr. Gongexn. We would be swamped.

Senator HARTKE. What is the real reason that the public should not
have a good look ¢

Mr. Goneen. Look, there is no reason. Attached to my written state-
ment as exhibit I, is a policy statement from the council that empha-
sizes the importance of the obligation of public accountability; we be-
lieve in that totally. You asked me why and that is a different question.

Senator HaARTKE. In other words, ﬁgu really are saying that the
council’s statement is that there should be more——

Mr. GoHEEN. Yes, sir. ‘ .
Senator HarTkE. I want to insert in the record at this time a list of

the 100 largest U.S. foundations, including Community Corporate
and other private foundations, ranked by grants.

I want to put that in the record.
[The material referred to by Senator Hartke follows:]
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100 LARGEST U.S. FOUNDATIONS RANKED BY GRANTS

Rank and foundation Total grants Year R',",'; t:z
;. The Ford Foundation (New York)......ccvcenrncnenvearccmannncvuneanan 1972
ood Foundation, Inc, (Oolawmz .................................. 19 2
3. Tllo Rockefeller Foundation ‘le York)........ 1
4, Th oAndrow Mallon Foundation Pomu vania). 197 4
5. Emily and Ernest Woodruft Foundation (Georgla) 197 1
9 harles Stewart Mott Foundation (Michigen).....cueaeeeeeercaveneannn... 7
: Tlu Duke Endowment (New YOrk).......cceeeeruvecoacrecnnmannnnnnenn 7 1
8. W. K. Kellogg Foundation (MIChigan)......c.cececennmrrenereencenccnnene 8.61 }37
9. Carnegle Corporation of New York (New York)......._........ .7 3, 78 7
10. Alfred P. Sloan Foundation (New York)........ 197 %
1, John A, Hartford Foundation, Inc. (New York).. . 197 4
2. Edna McConnell Clark Foundations (New York). A 4,ou 197 gt
3. Danforth Foundation (MISSOUM). -« . oo ceceenrommmnmooos oo .9‘7, 420 197
4. Houston Endowment, Inc. (TEX88). .....cceeeeemummuaneecenmrcnnvenncnnn 1,641, 064 197 1
S, Rockefeller Brothers Fund (NOW YOTK). - oo-nommmmnonneonooeoeneooenns , 287, 498 197 10
18. Lilly Endowment, Inc. (Indiana)....._...ccoruenmmamminnninacaincaanas , 886, 600 7. 3
- 17. DaWitt Wallsce Fund, fnc. (New York). ... . , 343, 726 70 vovcennnse
* 18, The Vincent Astor Foundation (New York) , 989, 7
. The Kmn Foundltlon (Mlchilnn) ..... .. 880181 7 1
20. Ford Motor Company Fund (MICRIZRNY. - oo .o sowaossoms s commnon o 1,721,220 72 oeoeeanss
}. Eho CIovoland (Fvclyrndltllog and Gmtor Cleveland Assd. Foundation (Ohlo)... ;. g;z. 9?1 ; 21
» SCONSIN). .cvcvnrencroncccnsenracncnccescnsnnnsunsnnons 0
2. w Yorl( communit Trust—Community Funds, inc. (Now York)-......... 6 933. g7g I} g
24, The Commonweaith Fund (New York).....cceeeccceeeercnonen. . 6,878,783 7. 4
25, The Moadv Faundation (Texas)....... 8,179, 589 1972 2
S|n nnclaco Foundation (Californis). . 088, 7 )12 ‘g
, mw Richardson Foundation (Texss). . . , 993, 235 )70
-28. Exxon Education Foundstion (New Ycrk) ................................ , 354, 370 1 S,
29. Charles E. Merrill Trust (Now Yar ) e memeccencsecasnannensirantracenvan , 242, 313 70 - .ovaen-.
30 Remrc Cor anon NOW YOrK) . o e e eraeaenaann 230, 000 7 i
. The d Fund (c.lifornlo).... , 188, 998 72 eeeeness
3 c:navuy Foundmon. lnc eorgis). ... , 175, 286 37 58
33. The Haas Community Fun (Ponnsylvanh 5,141,934 7 17
34. The Bush Foundation (MInnesota). ......ceceeccneecmrecacaceccncecacnas 4,888, 403 7 2
35. ;lnl'omur Foundation (COlorado).........ccceeeenceecancenarenscncccanas 4,812,915 2 4
36, , Weich Foundation (Texas). ... .. .o oo il 0 010 4,716, 557 7 60
37. The Wm. R. Kenan, Jr. Charitable Trust ﬁNcw YOrk). ceueeenceecncavennnne 4,655, 000 7 fl
38. Ri clurd King Mellon Foundation sPcnnsy vanls)..... 4,643,180 97 1
39. Sarah Mellon Scaife Foundmon, nc (Pennsyivanis) 4,509, 584 97 - 30
4? he Surdna Foundation 's ............... 4,419,000 97 33
41. The Grant Foundation (New Yotk ...................................... 4,418,835 97 §
42. The Pew Memorial Trust (Penns: lvnmn) ................................ , 3569, 000 197 6
43, Max C. Fleischmann Foundation (Nevada). .......ccccuceceemunnanannnnn. ,29;. 140 97, 7
44, Sun-Roobuck Foundation, 1nc. (lllinols). .............. - 4,172,000 92 ...eee..
45. 2. Smith Reynolds Foundatlon, Inc. (North Carolina). . ... . 4,124,900 97 3
46. John SImon Guggenheim Memorial Foundation (New York) .- 4,089,000 97 21
47. Mary Icr Cary Charitable Trust (New York)............ .. 3,996,448 97 57
48, Un l States Steel Foundation, Inc. (Penns! |Vlﬂil) ...................... 3, 956, 860 72 ..........
49, W, Clement & Jessie V. Stone Foundation (lllinols). ... 2222722077700 3,721, 000 12 I
50. Louis W. & Maude Hill Famil Foundatlon Minnesots)......ccoevveceennne 3,697,203 7 i
51, Charles Hayden Foundation (New York , 658, 201 97 54
gg. EHiott White Springs Fouuda ion, Inc. , 631, 559 97 107
, Guif Oll Foundation (Yexss)...........cceaveceennn-. 3,436,254 97 180
54. Charles F. Komﬂnt oundntion [ LT TR 3,430,976 97 32
55. Amoco Foundation (I1lin0is). ... < ccoeenneanaann e ccneicecencaaean 3,410,000 97, 84
58. Alcoa Foundation sPonnsylvanla ...................................... 3, 351,595 97 25
57. The Robert Wood Johnson Foundation (New Jomy ....................... 3,315,623 97 2
58, The Henry J. Kaiser Family Foundation (California).. 277, 140 1970 48
59. The Charles A. Dana Foundation, Inc. (Cannesticut). 3,025, 000 97
60. The Louis D. Beaumant Foundation, inc. (Oregon).. 2,857, 744 97 159
61. Sarah Melion Scalfe Foundation, Inc. (Pennsylvanis)... 2,789, 788 97
62. Frank E. Gannett Newspaper Foundatlon. Inc. (New York). ...l , 786, 170 97 16
63 Boettcher Foundation (Colorado). .. .o.eueeenmooaenneiminiaencacnenaanns , 156, 084 97 1
64. The Field Foundation, Inc. (NeW YOrk). . ....cuomoeeuecmmeencecarecaunan , 721, 000 97 113
65. Exxon Educational Foundation (NeW YOrK)....coenneecnnaccnccencanaans , 620,932 972 cooeune-..
69 China Modical Board of New York, Inc. (New York)....... , 614, 551 97 66
67. Ciaude Worthington Benedum Foundation, Inc. (Pennsylvan , 526, 97 52
68. Mobil Foundltlon. Inc. (New YOrk). .....coceercnncunnnnne. . , 498, 566 971 oceean...
69. Mary Reynolds Bahcock Foundatlon (Nonh Caroling).....eceneeeenencnann , 481, 522 97 127
70. General Electric Foundation (New York)...-..o.ocoemomnnnrcacoccnnanann. , 431,877 197 128
71. Amon G. Carter Foundation {Te 88)......cccocinnecmereeeceacieaannan , 383, 259 197 6
72. The James Irvine Foundation (Colifornia).........c.eueennneeeeeeenancn.- X t,ogg 197 2
73. The Louls Calder Foundation (New York$.. .%33.7 197
J4. Humble comﬁlnln Charitahle Tmst (Texss)........ « , 233, 427 197 2
15, Helone Fuld Health Tnm Now (1) S, . .%03.830 197 9!
78. The Herbert H Foundmon (Michigan)ees.eeeeeeeeveeecnen . gg,ssz 1970 4
71, Booth Ferris Foundntion ............................. ceeovan , 158, 700 197
% "r‘hooeokor o '2::% Fougd‘? O‘h‘lo .................................. . X }gg.zgg {3; %
nde oundation (Texas)......c.cccecnnnee aeevesasccencs , 103,
80, W, Alton Jones Foundation, fnc (New York)....... cetescanasnesscncannann ), 028, 595 197 90

BEST AVAILABLE COPY :



¥4

i ]

34

100 LARGEST U.S. FOUNDATIONS RANKED 8Y GRANTS--Continued

Rank by
Renk and foundation Total grents Year sssets
81. Burlington Industries Foundation (North Caroling)........ccccecvnecvacnnns $2,014,630 7 lgg
33. Allsgheny Foundation émmymﬂ ) SRS 2,012, 154 7 2
. Kate B. Reynolds H Care Trust (North Caroling)..ec.ecveeeecneannnn . 841, 404 72 vecieennas
84. Chrysler Corporation Fund (Michlgan).........c.ueeenvnceunnncncacenans 84,9 )72 .........
. Fannle E. Rippel Foundation (New Jersey)..........ccuecevcrvernnacnnnes , 837,184 )] 1
, Arthur V, Davis Foundation (Florida).........cceveecareceoncvnecenaens , 800, 197
. Russell Foundation (New YOIK).........eeeeemenccenesoceenonccnonn , 181,72 197 8
Samuel S. Fels Fund (Pennsylvania)..........ccccmvvnveccevennccconcaes 17 es L1 J
. Hoblitzeile Foundation ou? ......................................... ,“;.l 7 :2
. The John & Mary R. Markie Foundation (New York)........coceeeeeennac. , 658, 284
. The Henry Luce Foundation (New York)... ... ... . cecicemoicamnnacancans , 807, 0?8 7 8
92. The Joscrh & Helon Regenstein Foundation (Illinols)........cccecanenennc. gn. [ 7.

93. The Jessie Smith Noyes f(nmdation (New York).....cocemeeencnracnnuanes , 558, 900 72 eeeaenn.
94, Victoria Foundation, Inc. (New Jersey).._._._....._.......c.ccovvnnnee , 557,500 )7 7§
. Benwood Foundation, Inc. (Tennesses)..........ccceeeercrecucevnacnnnns , 530, 52 70 .........

. TUTTOl FUNd (NOW JOTS0Y).oe. .o en e e nnsnsonensmssnennsnsemsannn 520, 45; g; #

, Murry & Leonle Guggenheim Foundation (New York). ... ................ , 500, Ogg 1}
98. Walter E. Heller Foundation (lllinol? .................................... , 498, 8 1) PO,
99. The Teagle Foundation, inc, (New York). ..o T o222 27077n” 476, 130 7 7]
100. Bank of America Foundation (Californta). .. - . 12 1T 1 TIIIIIIIITI , 413,100 97 ...,

Senator Harree. As I said before, and you indicated you could not
help me, this also indicates the location of the foundations, but it does
not indicate the geographic area in which those grants were made, and
all I am going to ask you now for the record, is to fill that information
in, too. All right?{

r. GoHEEN. Yes, sir.*

Senator HARTEE. In line with that you have indicated you thought
most of the operations are going to the northeastern part of the
United States.

Mr. GoHeeN. No. I said most of the big foundations happen to have
their headquarters there.

Senator HarTkE. Where their headquarters are is rather immaterial,
except the investment of the assets.

r. GoneeN. Where the charities have been supported.

Senator HArRTKE. Do you think you can have any better coordination
between the foundations, is that part of your function ?

Mr. Goneen. Yes; it is something that the council works on every

day.

genator Harre. What about helping the smaller organizations,
smaller groups which don’t have the expertise and advice, is that a
part of your responsibility # .

Mr. GoneeNn. Yes; it is. We do this often by running conferences
that bring foundation people together in geo raphical regions to share
experience and hear from-experts in the different fields. We also pub-
lish a magazine and we do & lot of individual consulting of this sort.

Senator HarTke. You indicated in your statement that you thought
this committee should go into the broader span of representation from
foundation recipients.

Mr. GoHEEN. Yes.

Senator Hartke. And what type of organization do you think
should testify here? o

Mr. Goueen. Well, I would like to see some universities and colleges,
public universities a8 well as private ones, tell you what foundation
support has meant and does mean to them. I would like to see some

*See p. 88.
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ple in here from welfare agencies of various kinds, from public
ibraries, and the various other charitable institutions with whom
foundations are working, because that is really where the foundations
come in contact with the society. . ) )
Senator HArTKE. Does the council, your council, keep in touch with
these recipients? :

Mr. GoHeeN. We try to. o .
Senator HartrEe. Do you know of any recipients who are dissatisfied

with their relationship with the grantors#
Mr. GoHEEN. One of the really——
Senator HarTke. That is a nice question to put out.

Mr. GoHeeN. Yes. )

Senator HArTkE. There are some, and you think some may be
legitimate while some may not be legitimate complaints?

r. Goneen. I do. .

The commonest complaint is over no support or inadequate sup-
port. One is daily up against the fact that the needs far outbalance
the foundation resources available. ‘

Senator HarTkE. I have no further questions.

Senator Curtis, I won’t take any more time, but I don’t want to
name foundations by name, but we will assume there are about 31,000
of them. How many of them do you know of have been broadly criti-
cized for the programs they have carried on?

Mr. GouEen. I certainly know of one. I would think probably not
more than four or five. .

Senator Curris. Do they fall in the category of the operating or

nonoperating ¢

Mr. Gonzen. The ones I was thinking of are the grantmaking non-
operating, sir.

Senator CurTis. Nonoperatin%?

Mr. Goneen. Nonoperating. There is at least one of which I know
has drawn some adverse criticism.

Senator Curris. That is all.
Senator FANNIN. There have been considerable pressures to allow

certain tax-exempt organizations the right to lobby for legislation.
This is partially justified, because the corporations can lobby and
!;akea? business expense deduction. What are your thoughts on this
issue

Mr. Goneen, With respect to foundations or with respect to chari-
table organizationst
certain tax-exempt organizations the right to lobby for legislation.
the foundation to lobby for legislation.

Mr. Goneen. You are speaking Just about foundation ? My personal
view, I don’t speak for the council, my personal view is it is best for
fgunl(]lations not to get into lobbying at all or into legislative activity
at all.

Avoiding that, indeed, may protect their freedom to support con-
troversial studies which don’t tie directly to legislation.

Senator FANNIN. Very good.

Mr. Goneen, That is my answer.

Senator FANNIN. I agree with you, and I thank you for your re-

marks in that regard.
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Senator Hansew. I have no further questions.
Senator Hartre. Thank you, Doctor.
Mr. Goheen’s prepared statement and supplementary comments
and responses to questions raised, follows, Hearing continues on page

72.]

Hon. VANCE HARTKE,
U.8. Senate,
Washington, D.O,

DEAR SENATOR HARTKE: During my testimony before your Subcommittee on
Foundations October 1, you asked us to provide (1) information on the geo-
graphic distribution of foundation giving, with some reference to the division
between industrialized and rural areas and (2) information on the geographic
distribution of the activities supported by the 50 foundations listed in the Feb-
;uaerg 1978 issue of Non-Profit Report as the largest givers in any one of the last

years,

With the assistance of The Foundation Center and the cooperation of various
{ndividual foundations, we have done our best to put together useful information
ﬁesponlctnhng to these two inquiries and we are pleased to be able to present it

erewith, .

Permit me first, however, to point out some of the difficulties in the way of
getting complete information on these matters and, hence, some of the limita-
tions of the data we are submitting.

As I indicated in both my written and oral testimony it is both anomalous
and frustrating that at a time when foundations and other forms of philan-
thropic giving are recurrently involved in issues of tax policy—as has been the
case since 1969 and seems certain to continue—there seems to be so little interest
in the Treasury Department in developing and making available up-to-date and
useful information about philanthropy. We are forced to rely instead on very
incomplete data available to private agencies, such as The American Associa-
tion of Fund-Raising Counsel and The Foundation Center, both of which, I
hasten to say, seem to me to do a remarkably good job, given the limitation of
having to work largely with volunteered information,

Thus with reference to the questions you have posed, the IRS reporting forms
(990-AR) covering the foundation activities in 1972 are not yet available from
the IRS. If they were, the information on them would not be so arranged as to
permit ready response to your inquiries. Bven for just the 50 large foundations
to which you referred, it would take many, many hours to extract the desired

information from the individual 890-ARs. Consequently, in trying to develop use-
ful responses to your q'.t)lestions we have had to rely mainly on the information
collected and recorded by The Foundation Center in its computerized data bank
from reports submitted to The Center on a volunteer basis by individual founda-

tions and through a culling of press reports.
The Center's data bank for the year 1972 includes grants of $10,000 and more
by 817 out of the some 81,000 private non-operating foundations that exist.

While thus incomplete, we believe that the evidence

together out cf this partial record is probably a reasonably good indication of
the distribution of foundation giving generally. And while commenting on The
Center, I am pleased to be able to report that it has developed plans, and 18
currently seeking funding, that will permit it henceforth to record informa-
tion on all grants shown in the IRS reporting forms for foundations with assets

of over $1 million.
Now, in more specific response to your questions, there are attached three

breakdowns showing:
(1) The distribution by states of the 1972 giving of foundations on record

in The Foundation Center.
(2) The distribution of this giving between the nation’s 25 major indus-

trial centers and other areas.
(8) The geographic distribution of the 50 largest foundations (as listed
in Non-Profit Report) in terms of giving and program activities.

As you will see, these data evidence a very broad distribution of foundation
giving in all regions of the country. But as was to be expected, foundatio.n
giving is considerably greater to institutions and agencies located in the nation’s
most heavily populated centers than to other parts of the country. Thus there
is nearly an even split in foundation giving between the rest of the country and
the 25 largest metropolitan area (as defined in the 1870 Census), although only
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slightly more than one-third (75,609,688) of the national population is located
in the latter areas.

When one looks at the distribution of foundation giving among the 50 states,
there are marked concentrations in the Middle Atlantic States, which include
‘New York City, and in the South Atlantic States, which include the District
of Columbia. These concentrations are to be explained in part by the large num-
ber of national non-profit service organisations headquartered in New York
and Washington. Grants to these national organizations are recorded at the
location of the national headquarters, but in most cases they are supporting
activities throughout the entire United States, (In illustration we include, as
Attachment #4, examples drawn from the 1972 annual reports of the W. K.
Kellogg Foundation, the Kresge Foundation, and the A. W. Mellon Foundation,
where over $§4 million was given to organizations headquartered {n either Wash-
ington or New York but conducting nation-wide programs.) This same phenome-
non of course is also reflected in the totals shown in Attachment #2.

Sincerely,
Rosxer F'. GomEXN.
DISTRIBUTION BY STATES AND REGIONS OF FOUNDATION GRANTS ON RECORD IN THE FOUNDATION CENTER--1972

Total grants  Number
pald 1972  of grants

New England ulation 11,842,000):2
oW aand (population 11,84 B e ereeemsemssmsessonns cossesnenseeneeeses S 188,089 3
3“ 2‘5{" pshire 3 [ 765 31
Trmont...... ) J
T T ————————————— PR S ¥ L1 1,082
CONNBCHICUR. o o neoe oo om oo om e cee e e e oo ey zai?xsim 333
Totoleeeeeeeene... SO teeeeeeeeeaeaeaeaas eeevnceeeaaeeaaaans 113,114,287 1,59
Middie Atlantic ulation 37,199,000): .
¢ Now }:’m..(f’f’.".................’ ............. eeereareanens eeeeeeneen zss.ua.ig 38
oW B0y cenecncatecaansasncnsncssssnsscsurrctasenhesnssnsteEnensbacsorness 'y A
Ponmylvagll ................................................................. 68,336,71 1, sgs
Totah.eeen.e... teeereaeeemmmnmneaaannana eeeeeeeaamnnas eeeereneeneneeanae 384,753,380 5,203
40,713,731 778
nuI I }g.;o 380 ;g
nois. . 'y h
MIChIGON. e e ree e ettt o 325308) 3
WISCORS I 13426139 i72
OB e oo eeeeeee e eeeaeeeeeaeeeaaeeseeeeeaaeaeesansannnannnnennnees 152,483,025 2,380
West North-central (opulation 16,320,000):
et B Ao B ) e N 18,823, 033 214
W .« ceeiiecinieiccaeaneneecsmcncuesncnannassasrssesannseannassessasennnones , 760, 690 Jg
17,469,723 17
: 48,190 14
363,523 g
K 2,037,650
s 1,244, 848 1
TOMle « e eeeeeeeecceaeaeaaeeaaeaaaeeaaaeaaaaeeeeeinmanmnmnmennneas 4,347,657 533
South Atlantic (population 30,671,000):

e T ) e 1,087,870 10
MOV, oo oo 16, 750, 252 132
DIstrict of COlUMDI. « e e enecnninenceceerenscecneneascessacsnonsansaaceencnen 136, 845, 301 10
N — vt %

93! nia.. " »
North Carolina 4;. 333,767 520
5 118
160
149
2,168
7
130
80
55
310

11,8, Census of population, 1970,
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DISTRIBUTION B Y STATES AND REGIONS OF FOUNDATION GRANTS ON RECORD IN THE FOUNDATION CENTER—
1972—~Continued

Total gran Numbe®
palf’ 1972  of grants

9
;
!
a8
400
12
78
36
540
666

Pacific (population 26,522,000): ’
Wumnnon... O e 4,276,931 61
(7 Y 4,124,640 ?0
Bl e eetevoueemsescescenesasesnvrnonsannnaassssnacn 92, 980, 437 1,10
BOWRH oo oo ooeeeeeoeiienaceasesssnanscecmesncsensnsnnsnocasaosnanss 2, 753.;& 116
Alaska......coeecianneicncacnas eeervovseenemesacnsanammacns vevecvescsnannens 1,666, 275 13
R (¢ | P 105, 801, 949 1,360
Total, all GrAMS...cveeneeeceeeeercenncaacaonsaocansemsaasarercransanrananan 1,162, 627,392 14,616
Total, f0r8ign GrANMS.....nueceecceccacacccccmecccacncncnnns R 86,732,425 788

PROPORTION OF FOUNDATION GRANTS TO PROPORTION OF POPULATION BY MAJOR GEOGRAPHIC AREAS

Percent of Percent of
number tota! Percent of
grants grants population
England. ..ceeeeeciuccacnccnccennucnvens caceecsnanensscnanes 10 10 6
Middle AUSNLC. «veeeeeneceaccccccanecnnccconcronnnaseoscececanan 3% 33 18
East North-central......cceeeeeecencecenananeneas 16 13 20
West Northecontral ___..coevernnnnnnneaen 4 4 8
South Atlantic. . ... 15 21 15
East South-central.. 2 [
Mountaln. ........ 3 4
Wast South-central. 5 10
PACIAC. e eeecacanccccccecaconncncnranes eeeesreenmsteasnsatovessns 9 9 13

1972 foundation grants to 25 standard metropolitan statistical areas (BMSA)
as defined by the Bureau of the Budget (1970 Census)

1. New York, N.Y. (includes the 5 boroughs, Nassau, Suffolk,
and Westchester Countles where available), population
$150, 668, 931

11,528,640 wevmeecceo e cemmeccmeem—————— e e m e ———————
2. Los Angeles-Long Beach, Calif. (Includes Los Angeles County,

Orange County, and other areas where available), population . :
25, 761, 768

Amount

7,082,076
8. Chicago, Ill. (Includes Cook County and other areas where
available), population 6,978,047 we-= 80,204,446

4. Philadelphia, Pa. (Includes city plus suburban areas where
available), population 4,817,914 - 17,571,852
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1972 foundation grants to 25 standard metropolitan statistical areas (SMSA)
as defined by the Bureau of the Budget (1970 COensus)—Continued

Amount
8. Detroit, Mich. (Includes city plus suburban areas where avail-
able), population 4,109,981 . .. $12, 272,210
6. S8an Francisco-Oakland, Calif., (Includes Bay Area where avail-
able), population 8,109,519 22, 494, 678
7. Washington, D.0. (Includes surrounding areas of Maryland and :
Virginia where available), population 2,861,128 . .. _. 186, 845, 801
8. Boston, Mass. (Includes Cambridge and surrounding suburban
area where available), population 2,768,700 45, 269, 854

9. Pittsburgh, Pa. (Includes only the city), population 2,401,245.. 18, 418, 028
10, St. Louis, Mo. (Includes suburban areas where available), popu-

lation 2,868,017 —— 10, 847, 620
11. Baltimore, Md. (includes suburban areas where available),

population 2,070,670 11, 968, 691
12, Cleveland, Ohio (includes suburban areas where available), :

population 2,064,164 16, 166, 459
18. Houston, Tex. (includes suburban areas where available),

population 1,985,081..... 6, 285, 414
14. Newark, N.J. (all of State included as one metropolitan area),

population 7,168,000 80, 968, 448
18. Minneapolis-St. Paul, Minn. (includes suburban areas where

available), population 1,818,647 11, 419, 787
16. Dallas, Tex. (includes Ft. Worth and suburban areas), popula-

tion 1,555,950. 4, 865, 814
17. Seattle-Everett, Wash. (includes only the two cities), pepula- ‘

tion 1,421,869. 1, 989, 699
18. Anaheim-8anta Ana-Garden Grove, Calif. (includes these three

cities only), population 1,420,886 222, 936
19. Milwaukee, Wis. (includes suburban areas when available),

population 1,408,887.... ———— 2, 562, 849
£20. Atlanta, Ga. (includes suburban areas where available), popu-

lation 1,890,164 . e —————— 11, 785, 215
21. Cincinnati, Ohio (includes suburban areas where available),

population 1,884,911 8, 552, 806
22, Paterson-CHfton-Passaic, NoJ e oo e e w
28. San Dlego, Calif. (suburban areas included where available),

Population 1,857,8564._ 2, 059, 435
24. Buffalo, N.Y. (includes Niagara Falls and Erie and Niagara

Counties), Population 1,340,211_... 940, 241
25. Miami, F1s. (includes Dade County), Population 1,267,792.... 1, 622,279

Total grants 1972 for top 25 SMBA'S .o eeeeem 576, 293, 241
Total grants to areas other than top 25 SMSA's 616, 334, 161°
Total population 1970 for top 25 SMSA'S. o e 75, 699, 686
Total popalation areas other than top 25 SMSA'S. v 127, 512, 314

1 See Newark, N.J.
3 All data on grants is from the Foundation Center data bank.

DISTRIBUTION OF 197i-72 GRANTS BY STATES AND REGIONS FOR THE 50 LARGEST
FOUNDATIONS LISTED IN NON-PROFIT REPORT?®

In a determination of total giving for the 50 largest foundations, the authors of
Non-Profit Report present figures derived from the use of survey techniques.
Grant totals listed are usually for amounts paid out, but occasionally for amounts
authorized. The year indicated is either the fiscal or the calendar year 1970,
1971, or 1972.

In order to provide more comparable data, we have concentrated on gathering
grant information for the years 1971-72. In some cases, however, a total grant
figure includes some 1970 grants. Given the limitations of The Center's data
bank, this could not be avoided. Where possible, we have listed the total grants-
paid figure extracted from 1972 annual reports. This allows one to compare
total giving for 1972 with what has been recorded in the data bank.

1 February 1978 issue.
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PART A: SUMMARY OF 1971-72 GRANTS BY STATES AND REGIONS FOR THE 50 LARGEST
FOUNDATIONS LISTED IN NONPROFIT REPORT

Total grants  Number
paid 1971-72  of grants

New En and*
MBING. . ..o ccececcncnaccocecanansacctncnnsnosnces Secavescnssocasasecraceen $182, 18
Now Nampshiro . 1,874, 845 19
Vermont...... . 992,123 16
Massachusetts. . 42,632,307 308
Rhode Island.. 1,686, 962 14
[ LT RIS 14, 294, 531 90
TOt) e eeececcccccorcttmnencacsmcencascoccmctanncanconancccssaneenascasn 62, 263, 495 465
Middle Atlantic:
New York... 180, 906, 872 1,409
New Jersey... 7,391,123 84
Pennsylvanis... 33,110, 508 401
Otk . e ceiccceriecictecnctcaeicnascscarnnonsnonnncascsnsaracnanneanenn 221, 408, 503 1,894
East North-Central;
Ohlo...ceeacaenns eesecmecesrerescnemcscsesenasarobecsamecasanaeransevareane 20, 179, 859 334
lndllnl. 12,833,392 193
lilinois.. 25, 129, 38t 248
Michigan 17,939,901 123
WiSCONSIN. oo oo eeccececrcccccmcncmeccacccascseaneraceoencennsennsanaenncnns , 480, 482 97
1| I 83, 563,015 995
16,270, 709 153
\ 248,713 17
39 820 90
247 421 8
321,700 7
474 470 8
149, 797 7
TOtal . ceeeeeceeiecceraecccracacecnronmcncacrnencssccanreaeranascaraaanrans 26, 452, 640 290
South Atlantic:
Dolaware ..................................................................... 67,629, 948 5
LY T T . 5,036,903 53
Dlstrlct of Columbia 99, 540,798 361
N L T N 6,395, 498 80
Wut VIgINI8. e eeeeaeeeeceeceataancaracsacasrecmansasesncosnmcannovananmnsnn 876, 691 14
North Carolina 34,031, 595 222
South Carolina. 4,689, 183
Goorgia. ceeercennn conen 67, 810, 247 L
FIOMIA8. e e ceeneeeeeeeceaceeceeacaecercencaacnrensecncsasmmeenasonanmnensenns 3,972,143 52
289, 988, 606 906
2,230,974 26
4,852, 506 45
1,858,809 24
2,322,131 30
11, 265, 020 125
290, 905 8
234, 000 5
18, 000 2
8,548, 624 84
, 009, 981 21
ATIZONA. o .. eeeeenaaeeeceecracanorcraaatoacesssnasancasascccsonacssacasmanas 2,432,985 20
Ut e neeeiciaecrcaeccecennaccoccsonanssceananasonnanacsoscasasasoransnssn 1,972,032 14
NOVAUA. .oueeereeeearrecacesccnnsceccsnnancasnasencsennseamsmconen eeeeens T 4,443,680 23
TOll. o e ceeeeieecetenencaascenccsaccnscsastesasmsacmensacanannessesnsnan 19, 950, 207 178
West South-centrel:
ATKBNSOS eemre e e e emeeeeeeeseeem e e emeeemeeeesemeeesmemaeemeeemaeemeeen 251,950 8
LOUISIANA. o eeeeerecaenennacacacserocncresnacacacacammcenscnsnansasassancs . 2,525,407 30
OKIBhOMA. . ... . ceeeeeennecececenmcaccccecascancacanacanscanssonesaacannnce , 400 11
TOXES...ceeeeenennccareneanracacsnncacnanances teeeeseceeasasecccannessesnan 21,739,701 268
L ()7 | RN 24, 800, 458 k)Y
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PART A: SUMMARY OF 1971-72 GRANTS BY STATES AND REGIONS FOR THE 50 LARGEST
FOUNDATIONS LISTED IN NONPROFIT REPORT—Continued

Totsl grants Number of
paid grants
Washinglon. ..o ccccncecccmereccsrantm v ancvanaananen $2, 106, 462 26
. 2,802, 15 26
. 47, 544, 281 554
2,876 10
1,363,035 8
f TOtAl e e ccicccccunecancaacccnncencsstrrerassranesrensnranen 54,718,809 624
Total, 8ll Grants. o ..o eaeeceiciccceacecccececarsasercsaanmnnacenannnen 794, 410,753 5,791
Total, forelgn grants. . . ccveecnneceeriaecnareccncacocectsccnncnnscaaccsaneas 78,562, 832 539
PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 50 LARGEST FOUNDATIONS
N.B. Information is presented in the order in which the foundations are listed in the February 1973 Nonprofit Report
Total grants Number of
pald grants
1971-72
$1, 000, 000 g
715,000
72, 500 1
488, 332 82
19, 288, 290
1,898, 376 10
3,488,893 18
68,119,739 122
590, 435 5
3,131,619 12
663, 256 4
100, 000 1
5,975, 440 35
365, 000.
474, 593 3
549, 935 4
12, 880, 313 6
?28, 405
00, 000
. 4, 380, 606 2
. 962,889
636, 602
1,200, 000
150, 000
1, 367, 000
2,297,276 1
1,262, 590
69, 181,214 21
2,626, 386 1
10, 000
80 139, 128 ]
Cd Pennsylvania...... eetemeeeceseebateesnsseattetrteraestaeaonanaaanans 4,794,278 2
Rhode Island.. . 788, 601 4
South Carolina. . 50, 000
South Dakota.. 156, 900
TONNesS86. ..o ie ot ciiiniiiieiiccceananancacraeaanan . 1, 125, 380
(17 L TP 2,591, 847 1
L 362, 491
N L O 35, 000
VBIMONE . et iiiiiitiiiccicicrcccorcccancecancntacoontnronannnnonnn 295, 000
L LT L RO SURR 1,159, 124
WS CONSIN. <o e eie e iiiiteiccacneaameeraensncnetnrennnanannnnnann 2,280,182 1
Total {(does not include foreign countries)........ccveereiereernnoenenncnnaenan 218,682,620 750 grants
From 1972 annual report (includes grants to foreign countries)..........coeueneennnn. 228,330,062 ..........
Longwood Foundation, Inc. (Delsware): Operating foundation—all activities in Delaware. -
Total via Nonprofit éoport lor)ml?f....? ..................................... 67,535,078 ..........




i

42

PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 50 LARGEST

FOUNDATIONS—Continued

N.B. Information ls presented In the order in which 'tzl::"ftoundatlom are listed in the February 1973 Nonprofit

Total grants
paid

Number of
grants

veoee

The Rockefeller Foundation (New York):
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From 1972 annual 18pOMt......ccuceeeorennccncnsacensnscnnaccscsosonsaccscasaan

The Andrew W. Mellon Foundation (Pennsyivania):
Catifornia 3,775,000
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TOtB....oeoeecccrennacceramsaacnscancsnanassnannas ceemscmsasacssenesacnans
Tota! (includes some 1970 grants)........ cecmsacnesasracanenccanarsrenen cenuee 63,

From 1972 annust 18POft....ceceercecccncecccccrcsccssnnccacsconcoascons cecanes
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 50 LARGEST
FOUNDATIONS—Continued

N.B. Information is presented in the order in which the foundations are listed in the February 1973 Nonprofit

Totsl grants Number of
paid grants

Emllx'and Ernest Woodruft Foundation Goouhgé'm.
ore than 3¢ to Emory University Medical , Georgla......... ereccsmreracecnes $32, 000, 000
To colleges in Goorgis, sach . 476,000 15
Total 1972 payments....... ceuscecosescssnanan vesecensces cecvevsnsnnca vecnsnn 56,221,220 ..........
chntck:"?m;m eroundaﬂon (Michigan): 138, G?: 9
Connecticut 9 1
Mich Og.:&g ll
% 839 1
g:eza 1
000 1
Total. ......... catvesscnareccssecassansasansnnesn cevecesacscases 1,542,722 20
The Duke Endowment (New York):
Notth cmllm....m.. ....... ) .............................. ceceeccscnnensannane 14,070, 320 155
South Caroling...ueeeeeeeeeeceeaccccarenns eecccesescrecsscnesnsananesnanennane 3,305,457 50
Total....... cececcesssrmrsersnsanarans eevemstrrerevasssecunsrosnannons 12,35, m 208
From 1972 annusl report.....cccueeeeecicencenconrocarennsasnace caeeveeassas 18,645,728 ........
W. K. Kellogs Foundation (Michigan): 1
" Teailforaie. o 1,627,100 ;
2,729, 308
ggius
, 100
7.2::212
B
%1 .
nesocts 'm.og
tans 60, 000
North Caroling.....cceeceeeececrcnecanne teecceceenencnsaenasresren ceeene cenee 160, 000
York 1,727,928
ORIO......ccoueennneenncccncenacas 1,126,268
Pennsyivanle.. 489,950
Tennessee 237,496
Texss..... 287,500
&wtnlﬁ"' 022:519
West Virginla...-- ool 43,430
Total (doss not include grants to foreign countrles)......... teeessenenesononesnne 185, 269, 415 b/
From 1972 annual report (includes grants to foreign countries).......cccacevevvennen 18,810,512 ..........
1971-72
190, 000
23:000
2,671,133 1
129, 000
12,000
Suee 8
1,057,278 {
1,319, 180 1
96, 000
3, 444, 345 2
301, 500
750,000
48, 500
662, 250
488, 213
129, %
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 850 LARGEST

FOUNDATIONS—Continued

N.B. Information s presented In the order In which ’t{: ;“itoundatlom are listed In the Februsry 1973 Nonprofit

Total mnt; Number of
pal

grants

Carnegle Corporation of Nw York (New Ycrk)—conﬂnuod
NOWYOTK oo e eeeeeneemeaaan rreeeeeee $18, osz. ’
[+ T T VN crmscne evessresesensascrsettscncssreannnes

.gn VBN, e ceniicarasecanntncucaasasconcscnneenceasesassncnsnactanconnenss
O A o 8%:

Vermont. .......... cercoscns cevenes cemene cosetracensercecenan caseresccncesane 107, 280

Totel (United States)............ cenecersentanaracanttetnsacasaannrenans caconen 84,851,087 178

From 1972 annual report. (United States). . . ..c.ecennnnnereeneecooaccoeceneecnnns . 13,787,483 ......... .
19

Alred P. Sloan Foundation (New York):

Californls. o ¢ . 1,187,220 ?
colorado vesceneennesene 20, 000 1
Coan 200, 000 1
wummn. 0.0, ——————- 854, 100 7
{ilinol . sreescecscacrnstsastrannaarcany enoue 383, 950 4
houmana ..... . cesssasessenses cesssneenacaces 20, 000 1

cccseserrascensne cevnrane censars 1, g%.% 10
gmf’:ﬂm e - e ‘:%E%
zz %.‘km : ...........:.......::: 3‘;25'888 ,
muo c——enan ??%
Pennsyfvania. e ————l —— i . 871, 000
%g:%mll : 150
Tmmm’ ..... eee enemennes oo l
Virginle . . . 300, 000
Wisconsin . . . cocen 13, 800

Total. . cessnn 10, 622, 270 (1]
From 1972 annual report. 18,012,776 ..........

— i ]
ohn A. Hartford Foundation, Ine. (New York):

i . e
cullfomli:" e cenuveccenees esescenccenseene cemeee e "‘gg gg 1
cm ado .

e .- 331 u?
ﬂorlda reccnna esasescsnonn ,72
U }oz.
{Hinols. cone . . cone 1
Indians . oe cmssecscesssesccaccnen 65,777
Louisians. .. . cencos 193,978
Massachusstts.. . . 1,992, 084 1
M land.... . R cesensce 40, m
Igan....... - cesans . 17, 600
Mlmurl.. ...... 1n, 5
Misslssippl. . . 94, 900
North Caroll . . - en 319, 630
Nebrasks... . 17, 358
New York.... 1,278, 625
OMo....... 89,242
Pennsylvan 774,428
South cmllu cececnseasencencorrsnnerasannne 30, 562
Tonnmn . een 125, 434
..... . 289, 080
Vllmmln.. . - 171, 195
Total.... - 8,907, 943 (]
E - ]
From 1972 annual report. . coneene 12,414,288 ..........
.- ]
1971-72

Edna McConnel! Clark Foundatlon ow Yo

Arizons o l‘ll) 1, ‘ﬁ' 888 1

g
1,629,138 9
3,585, 151 18
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 50 LARGEST

FOUNDATIONS—Continued

N.B. (nformation Is presented In the order In which al:;“ftoun«tlom are listed in the Februsry 1973 Nonprofit

Total gran
lfw‘a

Number of
grants

Danforth Foundation (Missouri):
sbama ¢ ) cernneas . ceus uli.
i Collfornle. . oo eeeneneeeeeecneinnnconans ceneraseea - 981,
Washington, 0.C.. Ali. 00
Florida ceeccnnene 75,000
Qeorgls. . cee 2,075,000 ]
|inols. . . l01.%
{ndiana............ i&
Loulsiana... 7
aw nm ........ cemeesnnen - lg:
Missourt. DO SOOI LI, ‘
MississlpDl. .oeevevuecnnecncans . ]
=°“ “.“mm'h“l‘".--. ....... LTI EY L) wesses sesees
3,,':;' ;: Meveonne - . 315‘% ‘
Virginla. ... ooooo oo SR e 8&1000
7“.......-...............-..-- esenan ere . [ "mnm 8%
From 1972 annual repont. ..... . 788842 ........ ve
Houston Endowment, Inc. (Texas):
nhlnnon.!).d....f....? ....... eneeeeensenanenns ecmccannanane ceoneonnnnn 3, 200, 200 }
OW YOTK.veeeeereenueeenn cenccerecssracantncesanscncrenne teeetenasncreeencne 10, 000
Tonnesses................ coevecan ceestenucecsaseracasnse ceeasesecaremcrasnens 000 1
Toxss....ceeeee.. cveracence cevacusnn ceevacesrsseccnarene cessercesascann vecane 8,056, 838 3
TOWl. cccveeeceennnsecrcracncocacocns caserensacessorene vevensesncnacane cone 8, 316,838 38
From bienniat report, 1971-72: 1972 sppropriations...ee.eeeeeueenene cresasnanen 9,905,318, ..........
Rockefeller B F :
b A s , 000 :
Cafifornla. .. 150,
orado...... %
necticut. . e vvvnncenne eevacecsscasanae PR, eescsctecssranansnncenn cene 3
Wu'hlnm.o.é...... ereneeemrveseaemarmeveeeeveeve—aneeereanranas z,mo.g 3
I & 1
1 :?
172,
Ly
g. l
17,
lopﬁ l
Total.eeeneennee cectevecsnsvocvenenan ceecen cesecnetsantacacannnsanns vevecen 15,487,254 807
g Litly Endowmant, inc. (Indlans):
l‘,Arlz(ma..m' (. ). covesenreranastacnacsananncennnns recnsuae gg.ooo
fOrNlN....cuveeceennancesannnn .- ;20.000
rado....... veoresacece eevreonnn , 000
Washington, 0.6.2220200000000 OSSO 780, 800
g:gaw':n.... ........... ceavene ceersctcenceancncnane cecsnnasnmecnans cecsanmes .880
7 o 195, 1
Indi 9, 158
Kentuc! A ]
l.l‘a 110,
M ,
T ————— ? ﬁ i
N“ v"k_ ---'.:::,-o----.--o--. ----- . :
Ohlo ..... wsecsncns m.ggg ‘g
L g
Y - gglooo

From 1972 annusl repOMt.......c.coeneeeiemrererensceeaenecensveronnacncosnee

28-812 0—T78~—4
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 80 LARGEST
FOUNDATIONS—Continued

N.B. Information Is presented in the order in which '!!h.:“ftwndmm are listed in the Fubruary 1973 Nonprofit

Total grants Number of
paid grants

De Witt Wailace Fund, Inc. (New York):
OW YOI, o eoooeenoecennnncantecsaamcscracensassesassesmeenncanennnnresans $15, 000 1
The Wmnthksm Foundstion (New York) Figures taken f 248,000
Rhode Island. .- --2 001700 . 18, 750 i
I"ndhn”l“w ....... ressveresmnacacmaceanns 140 i
Washiogton, | G 1 33 1
New York.........cc..... cecescecaacesasanmanereaee cerevesmrnnennsuenn 8,253,648 L7
Totsl..... ceon - 9,151,138 68
The Kresge Foundation (Michigan): wn
Alsshs. o e eeere e oo 1
ATKONSES. ......o..eeeeceictacncmccocceancenesecenncnsens etevncceneerene e——oee 100, 1
g:}ml.. ............................... 120'% 10
Connecticut , 000
z’%’:ooo y
, 000
200, 000
i
07 4
.
638:000 4
20,000
2,050,000
: i
........ creeseeetstatasararreeraren st et aresatanasananumnnesetanns 2
o 3 5 000 2
b e
Meeeeereecaracnsonnanna cemecenccarene ceemavmren cesncenesonancencanen .
North Carolims.............. anesasncens beouscnvosscnesacnsmsnsancssannnsnannas 2 4
North Dakote d .
25,
ow Jersey - %.'
Now Maxico............ 14, {
New York..... cececnnanonn —eoen 1,38, 15
Ohlo. ceveeneennnnn- 622.%
Oregon........... veeavevenne cemvasenevennen eerescerancanacessannenss vecmuean 150,
Pennsyivania...... . 73.000 1
Rhode Island - , 000
South COroling....ceeeeeerencancencnmaeneasenanasnsarnns 180, 000
South Dakota . 15, 000
Tonnesses._. ... 000 ]
Torss . - , 000
Utsh anee cennn . , 000
W’""ﬁ" . .. - . g.%
West Virginia e . RS loo:ooo
Total. meesececssescesesssesesrascesasensnenannrannn 20, 653, 350 165
From 1872 annusl fOPOML....ceeeeueecnennnccecnnuesmcnnenvenmencmsennasranssnsan 26,094,928 ..... csane
35,088 ........ .
1135 ceeennan -
12, &53 cvsvesvann
307,880 oo
12, ﬁ cessnacnna
51,980 --o20100
g: %g cercesuonn
. ceceeeeran
i
22,3
20,
76,738
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF B0 LARGEST
FOUNDATIONS—~Continued

N.B. Information is presented In the order in which Rt.ho mftoundatlm are listed in the February 1073 Nonprofit

-

Total grants Number of
.'Pll? grants

Maing. ..cceancccncanaenocnancens weea .

The Cleveland Foundation and Greater Cleveland Associated Foundation (Ohio):
Greater Cleveland Associated Foundation: Ohlo. .. ...ccnuenencneannrieeeareracnn. 558, 308 21

S

i
8882588088

»N o
E R eSERRNE

gkgsgess

i

88588

S2psl
-3
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 50 LARGEST

) FOUNDATIONS—Continued
N.B. Information s presented in the order In which It‘l;:uf'oundctlom are listed in the February 1973 Nonprofit
Total grants Number of
psid grants
r. 373 1
7,
f%&ff? 1
929, 207 82
10,
5,130, 951 170
10,000 1
200, 900 4
174, 885 g
110, 000
gg.ooo g
eereerenmatea————ea—————————anans i SO ;75 323
New Jomy ...... ; , 000 1
New York.. 8,333, 130
Ohilo........ 122, g
Pennsylvanis 60,
Tennesses. . 10, {
Ormont. ..ccceeeeacencanan cecscasases crrcbessactetecesrtmarmtetrsrtaansares 29,
TOB. e eeeeeercecvennaccconsosmsarocaavaseacmasanceonnens [, eeceens 4,198,978 154
The commommlth Fund (New York):
California. ....eeecnnnacnnnce cemmsonescasens Gtesssscasncacsennscserarnerorsnne 1.031.332
colo do 218, 14
Connscticut....... eeavane . , 168 4
Wnshlnmn, WCueeenerernococnns cecescscnrnvoaranasessarnssaannsascseasnnonan 817,985 4
Florida 330, 000
25, 000
459, 000
d m
, 100 4
861, 300 4
i
1,468, 563 I
Ohio . 155, 604
Ponnsylvania..ccceecaecacrecnecans cessamscencsencnana tetetccamsesaecvansteans 1,016,935 4
TOXES.ceeueeneerasnnreasasasneveasanansassncannne 240.
Virginla.eeeeeeecnacacconena veesnensscnscassanses k1A
Washington.....cceacneen esecvcvevencace eececcnees 10. 410
TOUB. o neeeeenecencncneseasennenasesasnessaasccansosasanccnmsanasanes 8,575,088 88
From 1972 annual report......ceeeneeneccenneenan... cenaraceens cennnen ceeeeenee 6,878,521 ..........
The Moody Foundation (Texas): e
00 unds
2T AT eereeeeeeneenene s e s s e eaneen eeeemranan 4,263,652 7
From 1972 annual rOPOMt......ceceacececracscnsnvncsenccssovacuoonsancacmsons . 6,630,088 ..........
Sen Feancisco Foundation (Callfornia: wn-n '
r
OIS, .....cceereeeencrcacncscocsccnaranes eiecrsecssrancrenvasas ceccennnn 4,715,932 181
um ........... ceecccmecnsanns 15,000 1
) [ cesssvees eeesouen eeseacacrsmsarassenesasaasasnanios 4,730,932 182
3
From 1972 annusl report. . 5,218,319 ..........
Sidw. l}ichurdm Foundation (Tsxas) (Information provided by Sid W. Richardson Founds-
Texss..... ceevaereravansnane ceneersesvareacsene vesseeccmmcesarnasasanance woe 958,540 38
g ]
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 50 LARGEST
FOUNDATIONS—Continued

N.B. Information Is presented in the order In which 't"::o:toundatlom are listed in the February 1973 Nonprofit

Yotsl grants Number of
paid grants

, 000

7, 340

156 308

444,725 1
850

d

48, 780
62,727
119, 750

h Carolina.......... cevevsvonas cesecceseruocencas tmscesesaceccnnenas ceasen
31,050

Total......... weorsons ven S .

Charles E. Merrili Trust (New York):
Californis......... 420,000 13

T
I~
-
o~
-

23

»
3§$§§9§§.
SER8TRE2L

SBRRER

SO,

SRBRRRN RN
8552

£28
43

$
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 50 LARGEST

FOUNDATIONS——Continued

N.8. Information is presented in the order in which ‘: :m foundations are listed In the February 1973 Nonprofit

Total grants  Number of
pald

grants
Research Com (New York)}—Continued
New Hampshirs. . cemanan cees coen $22, 380 ;
89,
g8 4
131, gﬂ 7
25,700 3
20, 950 2
147,795 1
18, 500 i
1652' 808 7
ikt
{8. 401 g
8 29
54,009 ]
Totol. o eeeeee.-- wecesecstessmsuvan . 5,172, 380 28
From 1972 annual report..... ceesctessarercnemeeresanbencuuve - 4,208,133 .._..... .
The s.alv G Mudd Fund (Calilornis):
California. . ..eeeene.. .- 400, 1
amchuse .......................... [, meccecresesscesamvanceenaes 1, 775, 000 1
North Caroling. ....cceeevnccnncnceccacanes cesecsrmaee cemransccreesns cmaveomen , 500, 1
Oregon.... ...... . . - cenne , 000, 000 1
Penasylvania. .. . . 1, 250, 000 1
Total. ....... - ceesscacnnacanas cetnan 5, 925, 000 L]
Caliaway Foundation, tnc. (Georgia
GOOTEIaeremr e st T 1,851, 485 6
From 1972 annual report . . .. ... e aieccencrccmecccccncsccacacctccnacenssncs 1,927,369 ..........
The Haas Community Fund (Pennsylvanis):
TR kbt s S 10, 000 1
Ma: ssaclnmﬂ:. ......... reeeceenencsseesssnsnasnannnennnn 83, 000 1
NOFth DaKO. .« ceccceeeccancccecencincccarercsnacmacsacecnaccasasnsasns 10, 100 }
New JOISOY . o eneeencncccinenancrcaceaanaecrararanasesatasosassoccmcannananans 17, 000
W YOTK . oo oo eiaaeracaacocccncsmcurccannaasanascesensestaaccssacmocnvannn 195, 000 8
Ponnsvlvmll ................................................................. 4,516,141 92
VIPINIB. e e e ceeceeae e ccemctrmmececrecacoenrecanmenanscmmtasncnncncsoanmnss 35, 000 1
TOM. o . eeeceeccvarecncaseccaccoenceevaneeoramesanessnevmaccnanseeennanna 4,886,241 103
From 1972 annual report... ... ..ccooereeeeieaccceceaccenncesnraccsrcrnocnnnes 5,313,357 ..........
The Bush Foundatlon (Minnesots):
Washington, D.C 32,750 1
Florid 280,000 6
. 960, 000 9
680, 000 4
MICRIBAN. oo ccicccenacenncacenreccncaccraccaccasassssnmranasecavaasanaancasn 1, 000, 000 1
MINNESOtE. o e ceeencceccecaccaccreauenenenaasaccacraeascsnasscosnnncscocnnss 9, 030, 885 82
New York 75, 000 2
Pennsylvania 271,000 3
Virginla 311, 300 2
Wlwonsln 60, 000 1
Ot v eeeeenccimnccececccennnasseessnsnssesennnnnsanannnacsnnasananass 12, 700, 935 109
From 1972 annual 10Port. . oo eenennereneecaecccaneeaccacccccscasssncaansaanes 8,405,016 ..........
£} Pomar Foundation (Colorado):
T800. .o oo ceeeeeeaancannnan eeetreueceaseemaresatsrannaeeranenaaneanas 4,928,690 3?
MISSISSIPPI. . . c.cceeenmncnnececncecaccerecercserecammaresasnsasaaacacncasnsen 10,000
) (-7 IR teemeesscnuneeenesmmmmeareaabrsaseoasasanessnmcnsen 4,935,690 38
From 1972 annual PePOTE. ... oo ooeeeeeieeeeeereecraceanensnnncsrcannnnncoss 4,812,915 .. .......
The Robm A. Welch Foundation (Texas, )
................... O e 4,561,210 )
From 1972 annus) rePort.......oe.eeerecenracrecnnecsecseearsssnramneceannsns 4,701,937 ._........




51

PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 50 LARGEST

FOUNDATIONS—Continued

N.B. Information Is presented in the order in which 'tth.:uf:nmtlm are listed In the February 1973 Nonprofi!

Total grants Number of
paid grants

1972

h e $400,000
. &53:000 {
-- coccenan 1, 200 o0
;%:000 1
South Caroling.....ueeeneeeenconcaecenncacecccncncnnan - 500, 000 1
Virginle...eeeeeeenn.... - . 300, 000 1
Total... cann §, 250, 000 12
1971-72
Rle!uv;:l’mz ",.‘"3'}; Foundation {(Pennsylvanis): 750
5 Massachusettr. . 1,oooi% 3
NOW YOIK. .cacececacecmacacaccraccosscsrremssrcesenscancanaeessnnses eceecnes 100, 1
Pennsylvania. o..eeeeeeennceucncermennnee cevaen ceeseevecssscecsencranens 3,915, 000 20
West Virginia................ - 100, 1
Total.... . 5, 865, 000 2
From 1972 annual report... cevvonen 4,714,846 ..........
1972

h Melion Scalfe Foundation, Inc. (Pennsylvania):

Sans nmcl':cut..t ..... y ¢ nnsy.l. ) 15, 425 1
Washington, 0.C. 80, 000 %
Florida. ..... 25,000
Massschusetts... cecerncsasence ceenanene 10, 000 1
New York.. 325,000 2
Pennsylvaula. .. 1,972,325 53

uth Dakots.. 50, 000 1

rginls..... 25,000 1

Total.. 2,502,750 62

From 1972 annusl report 2,789,788 ..........

1971-72
Surdna Foundation, Inc. (New York) (Figures taken from 1971-72 annusl report):

> Celifornia. .. ¢ ) (Fle pord 32'000

Hlinols.... . 000 1
Maine._ .. ... i . . 100, 000
Massachusetts veen - .- 600, 000
Maryland. . . ....... cee 350, 000
Minnesots. ....... . . 600, 000
Now Paitire - - 100,000

L4 New Jorsey.... . e 365, 000 ]

New York—enoei2o: 2,168 500 %

Ponnsylvania. .e.eeeeeeeencecconae- cene ceenen 170, 7

South Caroling....eeeeeeenecanans . 50,

Tennesses. ... . ceverensessansescnanen - weuuw 15, 000
Vermont. . 100, 000
Virginia cosseuan 25,000

Total... . . 5,956, 000 68

697 8

- I

295,500 ]

$, 000 1

75, 000 1

1 .

7,500 1

563, 000 8

282,026 8

100, 000 1



52

PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 850 LARGEST

"FOUNDATIONS—Continued

N.B. Information Is presented in the order in which ’t‘l:;’:'oundltlom are fisted In the Februsry 1873 Nonprofit

Totsl grants Number of
pald

grants

..... - sove ssnses u J
Minnesots. .o escsnsassrrevesacsssnssss cesamcnssrensessane A
ssourl. . ..... cecsusaee cveveessre erastmcacrserssrasrenstarsrssresnnuseravana 15,
North Caroling...cccceeececnacace cvooae esesccnesssonane covenn ceccusnssussasecs lgz
New Jorsey . cevesn :
OVEdL. . cneeeecerenccnnane . cescncvornsean anscee 150,
NOVIVoﬂ‘t.................................................................... 1.2 'y
L1 [ . 1
Pennsylvania. . cesecacemanssnntanvennen .

Tonnessos. ..oceeceececaces veomasssomanene .
Virginla. . . . o
Wisconsi

n. sescenmracacsennasecsuonns

B2

N~
—

4

§, 280,

Total.. cesmcnen .
1971-12

Arizons. . .es eavesesrseseneesttesresonbscenatese cvaen

SNES

safaSes
3833383828ss

------------------ -

Colors .
Wasbington, 0.6 --.-oooC etmeve—————— RS
Delaware .

OROO,

ot 0D

-
D 4t s
ARO

SRS

ggssssss

ruBag
23

Ohilo
Oklshoma....
Pennsyivania.
Toxss

S
#)| 8888838

=

=4

Nn

TOM. e cractcenconcncacansasacs - .

121

Max G, Fleischmann Foundation (Nevada):
Alaska

----- sevesvovcevan . essssccecs

18.400
Alabams. ... . ceesnscesaccnnnns crecens ceserecncns 10,000
Arkansas, . - 0,000
ATIONE, ... eecnennecencnnconen ceesenesnevemsntencennes . - .ee 71,953
California. .......... coun . ceveecancns . , 794
orado. ..... ceeverances cecovecorensenvonnorrres ceteemcssesncssancannes covene , 000
Washington, D.C.....ceceeeeereencrececncencrnscnsacanans ——- 1 .gg
gis..ccecen. 4

Hawall e o—————— U 25,000
{daho. cessesvennne wemeueesesanmennes cememceceene .- 25,000
HIHROIS. .. cecsesacanssesrroccvenecensaansmaesnenencecnnsennsnnenconse vesese o 100, 002
KONUCKY. . o covreecucaancsccacacannccscasacseransnsennmasacacaesanne vennne 25,000
Massachusetts. ........coceeeceeveneenmcnenan crecaccncncnseserasesananns cecene 70.088

MISSOUM. .o eneeereecrcncenarecsssconaveracaacsssannsennnes cenmens 0
New Jo . 30,000
Now Mo ceseeresennese ceeeen ceesnccancnesanccnenan oo 74,900
NOVEAL. ..cceeeinicnecccaecesncnemcnnnncc eseccancncanncccassnnensrannnes cen 4.032.880
New York......... comene ttecessassascavencsnecns tesecasesncnsvesanne cemnoan . 492,823
Ohlo. e ceoe essscsnnas covenema secsensene - MIM
vocenenen 35 %

Or

Po:'ng;lnnll........................;.................

Rhode Isiand ceas cesevanes .
ONNESIM0. . cccacrncrccrrtsnncountscnsasssccnansasve

TOXBS. cocneeiacconnevossoscnansscesccecscctuncsanennsscncacane ce )

238;

31“'?'!"" ............ . ceednsevcernrecananenn . s 000
QNI e eeerereaeennrrensnacsrnnen vereeereeansasaransmsanenen . 220
548, 340

000

OBl ..o eeincecennececnesacnccocaccnssecnesnonercononnenenmanasannan g.. f
-

From 1972 annual repoit......... ceesseserossacee cevecsncsassertorsanaces R 3
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 80 LARGEST

FOUNDATIONS—Continued

N.B. information Is presented in the order In which 't!t: :"f?undotlom are llsted in the February 1873 Nonprofit

Total mnt: Number of
pal

gats

Suu-foebuek Foundatlon, Inc. (lllinols):

.
............................ L Y YT P YT P P TP TPy

Massachusetts. .- --- cessnceene cecesmsssacsscssaneras cosrussssessasansesennacs

Wisconsin.......... eeseeccesssesvessanarocsasaaseransaane cusseenen casmacacns .

, 000
”o‘ mo

S

Totl........ ceaaee eesesemvancsassnnannen cevmesnmavacas recesacmsusseasans .

2,038,937

3§ s omapme e

From 1972 annual report.....cccccenecrececcnanaces cescmevacesncancanccnnnan

L. Smith R'J‘nolds Foundltlon (North Carolina):
Notth Caroling....ccceemeececncenen. comassmconns cesessscaccanararancans aseeonn

4,175,241

12, 365, 632

108

From 1872 annual report............. cerssssenresmstoncancsnenees venvessnnneane

4,113,169

esenvuvenen

1972

John Simon Gugﬁsnhclm Memorial Foundation (New York) (Information provided by John
Ton G:‘P eim Memorial Fund):
laba .

Ar ceasnevsssssonnannn aseesersecesvssnntssrans
callfomlo............................... .....

Colorado...cccvncuce -

Connecticut. . ... ven e ceen
Delawars. ......ccccevenncncctmcscncnccoccnccanssosansana . .
thmaon. 1 2+
Imno rvecnsncnn . anee
Indisng cemcnercesracnernsannace eenvue eeme
Kansas.......... Sesemuscnesescanan

ouisians...... cessssscasassnanensen ressuacsnnsus acvenan sessssasans -

evessssvesvevse

Marylan:
Mamchuum

Michigan..coenvescan eesussscanrennn
m,ufta cesnnnes . wee
U cerveenes . eesscesevemcnraascasasannsanansan
New Hampshire... .
Now Jorsey...ccceuevnee eee . con
Now YOrK....ccucececncnceesanns . anavene
Norgh CATOIM.oe s cenmeevsencaccesomonsomomosomasonann
o .tn-... o - L] O-.O.--‘-......l---...-.::::::::

Pennsylvania. . aves eas
Rl\odn:ylmnd .ee comsssvacesns

§° Caroling....ceeeueecnnas

Tommm... .
" n'if::"'"""""" S
Weahi

Wisconsin. ........ cocvscens cavesasssasassans

sscavsecccssassvensanse

I s
bRt i I e T

R

23

LR

o
x

§§

~J;
®
-
o

S 3 §a.3§:"~
2o38R

b

]

ol

..

[ 4

Total..

Washington, D.C ton-12
N.w YM n‘ . cessee e -

w’ﬂﬂl‘..... o ssssssens

28
&| 23888y

»
B

5
ggs

55
2

8l wuu
~

Total. R .
Un!% sbg:m Steel Foundtuon, Inc, (Ponnsylvanh)'

........

ATKINSES. .o eeenncneraccicnncncssnenninncarens cenenencece ceeasesenutecnacnan
mlt...... .......................... cevecmceceecsssscnses cesorcnctnease .
------------ L Y Y T Y Y P P T Y P Y R LI R R R PR Py Y Y
w.amnm.oc.......... cectnnuscsnssnse

Qeorgls... ... .caveen.. cvenenne

3,057, 34

eResnR
t-3-3-3°3-4

2.us3E.
888385882

8 S . F,
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PART B: GEOGRAPHICAL DISTRIBUTION BY FOUNDATION OF THE ACTIVITIES OF 50 LARQEST
FOUNDATIONS—~Continued

N.B. information Is presented In the order in which the foundations are listed In the Februsry 1973 Nonprofit

Total grants Number cf
paid grants

United sm%s Steel Foundation, Inc. (Pennsylvanis)}—Continued s10

....................................................................

Wyoming.......
L[+ | R tematetestretanstacacennanaseansranamennaannnes
From 1972 annual roport .............................. eeeceevncce = seeesesmere

3, 687, 500 125
3,956,860 .........

w. clomont and Jossio V, Stono Foundation (lllinois):
California. ...... ceesneeoseacassecasnnnsacsvacannsan ceeesesasseemencnnennannen 473,512

n
.
Bl veasd

»

[ g

S
F‘C-‘-‘S—-—-—-—

Oregon. ... . ceeemevevencesssssesesensnnessssnen ceaesscscamens
WISCONBIN. «.c.eereecceecccnecccnccencencromesncmcssmesnensentannsamemeeanmass 25,000

3,108,631
3,111,598 ..........

s

From 1972 annual report. - cetececcassnanneas cesmmaressssenncnse

ExAMPLES OF FOUNDATION GRANTS TO NATIONAL ORGANIZATIONS WHOSE ACTIVI-
TIES ARE THEN WIDELY DISPERSED GEOGRAPHICALLY

W. K. KELLOGG FOUNDATION (MICHIGAN)—FROM ANNUAL REPORT, 1972

Grants in 1072 to national organizations headquartered in New York

*Amount

1, Academy for Educational Development , $205, 000
. State Communities Aid Association 22, 865
3. National Medical Fellowships, Inc — J 50, 000
4, United Negro College Fund, Inc - 97, 763
5. National Health Council.. © 10,000
6. Council on Foundations. o e 100, 000
7. National Council of Homemaker-Home Health Aid Service, Inc... 81, 678
8. Community Health, Inc ———————————— ——— —— 203, 195
Subtotal o o 1 0 e e B B B £ e e e 769, 801
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Grants in 1972 to national organizations headquartered in Washington, D.C.

Amount
1. Association of Governing Boards of Universities and Colleges...... $4, 081
2. Good Will Industries of America, Inc 184, 600
8. American Association for Higher Education.. 68, 089
4. Natlonal Assoclation of State Universities and Land-Grant Col '

’ leges o ceeecnnn ' 6,000
B. National 4-H Club Foundation 175, 000
8. Assoclation of University Programs in Hospital Administration.. 54, 050
7. Institute of Medicine of the Nationai Academy of Sclences...... 100, 000
8. Nattonal Academy of Sclences 140, 000
9. Association for Academic Health Centers... 51, 500

. 10. Association of Schools of Allied Health Professions ............ 18, 500

—_—=

. Subtotal - 802, 720
Total 1, 572, 621

. p—————— -}

THE KRESGE FOUNDATION (MICHIGAN)—FROM ANNUAL REPORT, 1972

Grants in 1972 to national organizations headquartered in New York

Amount

1. Population Council $400, 000
2. Recording for the Blind 50, 000
Subtotal 450, 000

Grants in 1972 to national organizations headquartered in Washingion, D.0.
' Amount

1. American National Red Cross. — e e e s e o e $250, 000
2. Arctic Institute of North America 785, 000
3. Assoclation of American Colleges. -- 50,000
Subtotal --w 875,000

Total ——— 825, 000

‘ THE ANDREW MELLON FOUNDATION (PENNSYLVANIA)—FROM ANNUAL REPORT, 1072

Grants in 1972 to national organizations headquartered in New York

Amount

1. Institute of Judicial Administration, Inc $100, 000

2, Legal Aid Soclety 285, 000

8. National Committee on U.8. -China Relations 33, 000

4, Recording for the Blind 22, 500

.5, Salvation Army 20, 000
6. National Audubon Soclety 60, 000

7. American Council of Learned Socletles 250, 00

8. Asia Soclety, Inc.... 50, 000

9, Institute of International Educatlon 80, 000

10. National Affairs, Inc 20, 000
11, Cancer Care, Inc 10, 000
- 12, Margaret Sanger Research Bureau... . 25, 000
13. Planned Parenthood Federation of America 67, 000
14, Population Council, Inc 150, 000

. 15 World Rehabil!tatlon Fund 100, 000
16. Big Sister, Inc.. - 18, 000
17. Children’s Ald Society.-.. 10, 000
18, Girls’ Clubs Of AMerCA— o - oo e 20, 600

1, 027, 500

SUDLOLAl e c— e m e —————————
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Grants in 1078 to national organisations headquartered in Washington, D.O.

. Amount
1, Ameri¢an Society of International Law . $50, 000
2, Overseas Development Council 850, 000
8. Conservation Foundation. 100, 000
4., American Council on Bducation 25, 000
5. Assoclation of American Colleges, Inc 20, 000
8. Association of Research Libraries. —— 18, 500
7. Atlantic Council of the United Btates. 80, 000
8. Council for Basic Bducation 10, 000

9 National Academy of Sciences I~ 50,
10, National Endowment for the Humanlues 824, 457
Subtotal 7 672, 987
—1
Total (New York and Washington, D.O.) 1, 700, 467
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Reprinted from the Summer 1972 issue of the EDUCATIONAL RECORD,
published by the American Council on Education, Washington, D.C.

PRESERVATION AND INNOVATION,
CONTINUITY AND CHANGE

Robert F. Goheen

The question of whether foundations tend to overemphasize “‘innovation, experimentation,
exploration, and other manipulative forms of change” is widely discussed. Dr. Goheen,
long-time president of Princeton University and a former chairman of the American Coun-
cil on Education (1961-1962), suggests that “the old may sometimes be more deeply rele-
vant than the new" in this statement made soon after he was named chairman of the

influential Council on Foundations, Inc,

IN A sTaTEMENT emphasizing the conserva-
tion of human freedom and the conditions
that permit it, rather than the innovation,
experimentation, and manipulated change
that many mistake for it, Pierre Trudeau
observed: 4

What 1 think is serious is that we're all
relying on centuries or at least -decades of
stability to bring us through all these con-
tradictions [of our times]. We're saying no
matter how hard you hammer at federalisms,
or how hard you hammer at the parlimentary
system or the democratic system, it will sur-
vive because it has in the past. I just don’t
think that follows. . ..

Aren’t there periods in society where it is
proper that authorities everywhere be chal-
lenged—periods of great stagnation and great
stability where we can’t get off dead center
and where in families and in churches and in
the schools and in the governments and in the
unions and in the companies we should be
challenging authority and sort of saying “‘get off
of it"? There are also times when that challenge
has reached an excessive point and where we
should look for more stabilizing elements.

I think that we are living in such times
now....!

1 “Roots of Freedom,” New York Times, 21
December 1971.

201

These sober, sane, and timely conclusions
may strike a particularly responsive chord in
the academic administrator, because so much
time in recent years has had to go into schem-
ing and cajoling and fighting to maintain
some reasonable stability, and, even more,
some essential, agreed upon sense of com-
mon, guiding purpose in his institution,

Whether one looks at the testimony siib-
mitted by foundation executives and others
in the hearings on Title I of the Tax Reform
Act of 1969 or at recent foundation reports
and other writings, one cannot but be struck
by the recurrent emphasis on innovation, ex-
perimentation, exploration, and other manip-
ulative forms of change as the peculiar forte
and raison d'étre of foundations. Kingman
Brewster made this point in his eloquent
advocacy of philanthropic pluralism in 1969.2
Fritz F. Heimann chose this theme in justify-
ing the role of foundations in public welfare
areas where large amounts of governmental
funding are now available.*

!“ln Defense of Private Charitable Enter-
addms to the Economic Club of Chicago,

6eve m%a Contemporary Rationale for
Foundahons," oundatton News, Januzry/Feb-

ruary 1972, pp. 7-13
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In some ways, this emphasis on change
and innovation is natural and perhaps neces-
sary. Change is the law of life, as Heraclitus
taught long ago. It is especially so now—and
with a pace that is often staggering. In many
ways—some mindless—science and technol-
ogy are constantly thrusting new opportuni.
ties and new demands on us, so that change
invades virtually all aspects of one’s daily life

"and work. To live with change, there is no
choice but to recognize it, perhaps embrace
it, and seek to guide it toward better, rather
than worse, ends. Accordingly, perhaps, phil-
anthropic foundations are not to be faulted if
they mount the change bandwagon and seck
to determine whether they can steer it to

some good end.

Novel effort

Beyond that, given the relahvely limited
resources of even the largest foundations and
the magnitude of the gaps that persist be-
tween America’s ideals and accomplishments,
and given the grave problems and worthy
causes mlling for philanthropic attention, it
is not surprising that foundations seek under-
takings that may offer some particular fresh
leverage. The foundatlons, of course, must be
selective and so, again, it is not surprising
that, quite often, it is not the tried and true
but the novel effort that catches the eye, in-
trigues the imagination, and gets the grant.
Furthermore, when institutions are under
scrutiny, as the foundations are now, their
friends and defenders may seek to identify
and underline what is distinctive about them
and, hence, may give them a particular func.
tional claim to existence.

To seek the functional validity of a com.
plex entity in some principal element or attri.
bute is, however, rather like saying that the
most important thing about a drink of water
is hydrogen. The hydrogen atoms are, to be
sure, essential to the drink and twice as plen.
tiful as the oxygen atoms, but to know that is
to know only a part of what constitutes the

Robert F. Goheen, president of Princeton
University from 1957 until 30 June 1972, is
chairman of the Council on Foundations, Inc.,
in New York. This article is adapted from an
address to the Foundation Luncheon GCroup,
12 April 1972, in New York.
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drink and nothing at all about how differ-
ently water may taste in different circum-
stances.

In this same way, the work and significance
of foundations are distorted when they are
considered essentially engines for change and
innovation, instead of multivalent instrumen.
talities that may, in many ways and circum-
stances, help to meet significant, felt human
needs that would not otherwise be met, or be
met in such sensitive and timely fashion. As
implied, a mcasure of stability in certain
existing institutions and sustained standards
of cxcellence are highly important human
needs, cspecially in these fluid, change.
driven, change-pursuing times.

This is not utterly to disparage innovation
and experimentation, only their cxaggeration,
much of it more faddish than purposeful.
Nor is it to suggest that therc are in hand
tried-and.true remedies for the many ills and
deficiencies of American society.

In support of pluralism

However, the emphasis on novelty and
pathfinding is an inadequate defense and
rationale for the philanthropic grant-making
foundation. Such foundations have a much
broader, more variegated, and potentially
more pervasive role in society. The founda.
tion generically is an institution created to
enable many different sources of private initi-
ative, concern, and energy to come to bear on
human needs. These needs are multiple and
diverse. In brief, then, the argument for
plurahsm still seems best.

If it is to be meaningful, plurahsm, of
course, implies that each individual founda.
tion will choose its own targets and that it
would do well to choose a sphere or spheres
of concem in which to become knowledge-
able before it becomes active,

Now, it may be that doubts about the
overemphasis on pioneering and innovation
in the foundation world are more a reflection
of foundation testimony and literature than
of general foundation practice. The Peterson
Commission made the point that the typical
foundation program is often not nearly as
“venturesome, innovative, or at the cutting
edge of social change” as foundation cham.
pions often indicate, Yet, fascination with
novelty and romantic hope for dramatic
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breakthroughs may be detected in at least
some foundation practice.

To nurture innovation as the dominant
guiding spirit of foundation practice is to be
one-sided and probably to err. From the
standpoint of operating philanthropy, if not
from that of grant.making philanthropy,
renovation can be more crucial than innova-
tion. Help in closing a budget deficit can
mean more to an inatitution’s ability to per-
form its charitable function than support for
some new venture, Help in maintaining high.
quality efforts—supporting proven excellence
as well as the pursuit of excellence—may
offer more leverage in the long run in solving
America’s complex problems than help for
short-run endeavors that seek solutions by
some new twist of the key. The old may
sometimes be more deeply relevant than the
new. :

Sometimes the idiosyncrasies and excesses
of a culture are highlighted when they are
imitated by another culture. A piquant ex-
ample is in a brochure announcing a sym-
posium at Yonsei University in South Korea:

The spirit of tebirth is the key to institutional.

vitality. . .. In essence the university must be
a lighthouse of innovation through self-renewal,
instead of a warehouse of the past.

How American can one get?

- Of course, universities must be concerned
with self.-renewal. Intellectual discovery and
fresh approaches to pressing problems are es-
sential parts of théir proper concem, but so,
too, should be the records of the past, its ex-
perience, both good and bad, and its wisdom.
Either side of the total venture of leaming
will be barren without the other. Or, to re-
tum to the metaphor, the lighthouse and the
warehouse are parts of the same house of
leaming and intellect when that house is in

good repair.

Need for interaction

Today the breakdown of old authorities
and the pervasiveness and heightened tempo
of change complicate the achievement of a
rational, comprehensive sense of purpose and
maintenance of an effective balance among
all the competing claims. Yet, whatever the
sphere of action, it is well to refuse to become
simplistic and one-sided. It is well to put into
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effective interaction and counterpoint such
competing but essential values as change and
continuity, freedom and discipline, equality
and excellence, innovation and conservation.

Wherever one looks in areas bearing on
human rights, human dignity, and human
development, one sees a long agenda of ur-
gent, unfinished business. There is, indeed, a
great need for fresh, imaginative, and critical
insights and for new efforts toward better
solutions. This need seems obvious, but the
purview should be wider.

First, in our kind of constitutional democ-
racy, the public interest to which founda.
tions should be addressed is both broad and
variegated, allows much scope for intelligent,
beneficent choice, and—especially today—
embraces some deep tensions that call for
comprehension and conciliation. Second, as
many of the young have been saying, more
attention must be given to ends—to what
makes the good life and the good society—
fully viewed. This means looking beyond
change and beyond novelty per se to seek
lines of action and adjustment which are not

just responses to immediate, one-sided pres-

sures, compelling though such pressures often
are,

Widespread distrust

The private, grant-making foundation is a
highly worthwhile institution under attack
from both the New Left and the Old Right,
The Tax Reform Act reflects less than total
popular approbation. The pervasive public -
suspicion of foundations may be partly a mat.
ter of mythology. The sort of myth which
attaches to the private foundation—not en-
tirely without justification—carries connota-
tions almost opposite to that attached to in.
stitutions of higher education—also not
entirely without justification. Until recently,
the dominant myth about the university was
that the institution was founded and served
by self.denying, pure-minded. public-spirited
people, from whose teaching both enlight.
ened thought and material achievement
could be gained. Hence, even today, innu.
merable deficiencies and evidences of less
lofty motivation are glossed over. Education
is a good thing; ipso facto, so are universities.

The myth of the foundation seems to work
in reverse. Philanthropy is a good thing, but
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its agencies are not necessarily so. Because
the foundation is the creation of privilege,
may be a way of perpetuating personal inter-
ests, and is frequently formed to minimize
taxes, both the public spirit that properly
guides most foundations and the public bene-
fits they confer tend to be obscured at the
very start. Suspicion would probably attach
to them even if there had not been occa.
sional salient abuses of the foundation privi.
lege to reinforce the myth and deepen the
distrust. In other words, however well foun.
dations behave, they will never entirely es.
cape the suspicion that attaches to them be.
cause, first, most are creations of the rich
and, second, in many cases the gain of per-
sonal or family advantage through tax exemp-
tion figured in their establishment.

Since the public distrust has deep roots, it
is of the utmost importance that foundations

meet at least two requirements to lessen sus.
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picion and to build clearer understanding of

* the positive contributions they can and do

make to the public welfare. The first require-
ment is simply good foundation practice: to
be scrupulously sure that there is bona fide
public purpose, as distinguished from self-
interest, in everything a foundation does, in-
cluding not only its grants but also its invest.
ment and management practices. The second
requirement is the fullest possible disclosure
of and publicity for foundation activities.
Although this practice may invite the atten-
tion of hordes of importunate grantscekers,
much greater disclosure and publicity are
patent neccssities if foundations are to gain
and hold the degree of public understanding
needed. Although there is no novelty in it,
the motto, “Physician, heal thyself,” remains
good advice. Foundations would do well to
heed it. (]



61

STATEMENT oF ROBERT ¥, GOHEEN, CHAIEMAN OF THE COUNOIL ON FOUNDATIONS

SUMMARY
Introduction
Structure and Function of the Council on Foundations:
a. Advancing effective foundation performance
b. Broadening public understanding of grant-making foundations

General dimensions of the foundation field :
a. Examples of grant-making in states represented by Subcommittee mem-

bers
b. Description of foundations by :

(1) type
(2) size "
c. Assets and grants for the fleld overall
d. Foundations compared with other groups
The Tax Reform Act of 1969 is working:
a. Broad summary of the Act’s requirements
b. The IRS audit program and sanctions under the Act
Problems raised by the 1960 Act: : )
a. The 49, tax should be lowered, earmarked and tied to audit costs;
proposal for Assistant Commissioner for Employee Plans and Exempt
Organizations
b. Mass and intricacy of regulations, especially program restrictions
¢. Erosion of support power coupled with disincentives to creation and aug-
mentation of new and existing foundations will diminish foundation
capacities to meet continuing and growng needs.

Related Concerns:
a. Treasury and IRS should update and expand collection and reporting of

data on foundations
b. Current estate and gift tax incentives to charitable giving should not be

curtailed
¢. Further discussion and support for the proposed Office for Employee Plans
and Exempt Organizations and revision in the 49 tax
Summation—A new approach to foundations by Congress is timely

STATEMENT

INTRODUCTION

Mr, Chairman, I am Robert F, Goheen, Chairman of the Council on Founda-
tions. With me is Mr. Thomas Troyer of the firm of Caplin and Drysdale, our
legal counsel. We welcome this opportunity to appear before this committee to
speak about the state of the grant-making foundations and the effects of the

1969 Tax Reform Act on them,
THE COUNCIL ON FOUNDATIONS

The Council on Foundations which we represent is a membership association
of grant-making foundations which currently has 650 members, some with large
assets and some with small, located in all parts of the country. The members
include 105 community foundations, 62 company foundations, and over 450 in-
dependent family and general purpose foundations. In 1973 65% or more of all
estimated assets in the hands of grant-making foundations are administered by
Council members.

The chief function of the Council is to advance effective and responsible per-
formance throughout the foundation fleld. We do this by bulletins and news-
letters on such matters as the tax regulations—a busy line of activity, as you can
imagine, the last couple of years. We conduct seminars and conferences both on
a regional and national basis. We provide consultative services to individual
foundations and promote, where we can, a sharing of experience and coopera-
tion among them. We also publish a bi-monthly journal of information and ideas,
entitled Foundation News.

The Council operates under the guidance of an elected Board of Directors,
whose 85 members are broadly representative of the foundation fleld, but also
include 10 persons not directly linked to foundations. Two policy statements of

23-812—73-—08
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our Board, recently published in I'oundation News—one stressinf the fmportance
of public reporting by foundations, the other a broader definition of principles
and guldelines—are attached to this testimony as Exhibits #1 and #2.

Another Important function of the Council is to broaden public understanding
of all private charitable activity as well as of the role within it of the grant-
making foundations. The leadership of the Council and its members see fornda-
tions as part and parcel of the voluntarism and privately directed philanthropic
endeavor which have meant so much in the development and extension of the -
wide and vital array of educational, cultural, and other charitable services which
characterize this country. And we see the chance to appear before this Sub-
committee as a particularly important responsibility for the Council in perform-
ing this interpretative and informational role.

When the 1069 Tax Reform Act was passed, some saw it as a death-knell for
private grant-making foundations—or if not that, at least as setting restrictions
that would severely iuhibit their ability to serve as effective charitable agents.
I am happy to say that those doom-sayers were wrong. Let me {llustrate with
just a few examples drawn from the past 18 months and the states representated
by the members of this Subcommittee,

Gary, Indiana, is like many cities with large minority elements. It has been
hit by a series of adverse events, including an exodus of business enterprises,
draining money away when more is needed. The Cummins Engine Foundation
granted funds to the city to establish an Office of Resource and Development, It
is functioning to seek out Federal and other sources of assistance to give Gary
the financial stability it needs to operate, to redevelop worn-out sections, and to
deal with such problemse as poverty, diserimination, and housing.

Lincoln is Nebraska'’s capital, the home of a fine university, a spendid place
to raise a family. But as with so many other communities it has a drug problem.
The Lincoln Foundation took the lead in setting up a program to combat the
problem. The foundation not only acted by granting funds. but also has had
;m important role in co-ordinating community efforts to deal with drug abuse
n Lincoln,

The Navajo Community College at Chinle, Arizona has hecome a pace-setter
for the development of educational opportunities so badly lacking for reservation
Indians. Among the many foundations which have contributed to the College’s
support are the Willlam H. Donner Foundation, which has supplied funds to per-
mit publecation of books on the recent history of the Navajo people as part of its
continuing interest in improving education on the reservation. Through a grant
directly to the Navajo Tribe the Donner Foundation has also support the de-
velopment of a reservation-wide educational agency comparable to a state de-
partment of education, to enable the Tribe to establish an effective means of
contracting for and administering the numerous federal and state educational
programs which operate on the reservation.

In Arkansas, the medical school of the state university received $145,236 from
the Inglewood Foundation fn Little Rock for child study programs; Ouachita
Baptist University in Arkadelphia was granted $100,000 from the Jess Odum
Foundation, also of Little Rock, for general support; and the Kresge Founda-
tion of Michigan contributed $100,000 to the building of a university center in
John Brown University in Siloam Springs.

In Alaska, the Jesse Lee Home for disturbed and homeless children in Anchor-
age received $10,000 from the Arthur Vining Davis Foundations of Florida, while
an application by the University of Alaska brought $400,000 from the Ford
Foundation for a 8-year study of policies affecting Alaskan education,

Altogether within the § states during 1072 and 1978, foundation grants over
$5,000 and $10,000 on record with The Foundation Center totalled 876 {n number
and $24,883,459.' In Indiana alone during the 18 months there were 267 such
separate major foundation grants totalling over $17,000,000, and they went to
a wide array of service organizations in the state. YMCAs, the Girl Scouts,
childrens’ homes, local health centers, programs combatting racism, programs
fostering ecumenical cooperation, planned parenthood clinics, 4~-H Clubs, publie

1 The Poundation Center's Granta Index throngh 1872 includes only grants of £10,000,
Beginning with 1973, grants over $6,000 are being listed. Information on grants included
in the Index 18 obtained from press releases and annual reports furnished by foundations
to the Center and does not include additional grants that would, for example, appear in
IRS reporting forms. The Center plans to record information on grants shown in IRS
reporting forms for foundations with assets over $1 million in the future,
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TV, children with learning disorders, drug addicts, and deaf adults were among
the beneficiaries—alongside colleges, hospitals, museums, and churches,

These then are o few examples of grant-making foundations doing their job,
which primarily is to assist organizations, both public and private, that serve
the myriad needs of people. If this Subcommittee is to have further hearings,
beyond those scheduled for today and tomorrow, I would like to urge that
the testimony of a broader span of representatives of recipient organizations be
sought. There 18 no better way to get a feel for the many sensitive. and in-
dispensable ways in which foundations are helping meet significant needs.

GENERAL DIMENSIONS OF THE FOUNDATION FIELD

I have been asked to give an over-view of the foundation fleld in its current
state.

As the Chairman and members of this Subcommittee doubtless know, philan-
thropic foundations are of several kinds and vary greatly in size, structure,
chosen areas of activity, and modes of operation.

Under classifications established by the Tax Reform Act of 1969, as many
as 37,000 foundations may exist today in this country. Of that total, according
to the most recent IRS reports, slightly over 700 are private operating founda-
tions, That is, they are primarily involved in conducting charitable activities
with their own personnel or facilities, rather than through grants to other insti-
tutions or agencies.

Then there are the community foundations or trusts, numbering about 240
at latest count. They are marked by a local or regional focus, relatively broad
funding from the local or regional sources, and boards of directors that are
also broadly based. Some of the community foundations own substantial assets,
This is the case, for example, in the oldest of them, The Cleveland Foundation.
Its endowments altogether now amount to some $166.8 million (market value).
Btg; m:gt community foundations are far newer and remain much less richly
endowed.

Finally, there are the so-called private non-operating foundations., These, too,
are of several kinds and encompass great differences in purpose, scale, and
method. They include, for example, somewhere between 1,200 and 1,400 com-
‘pany sponsored foundations established by business coi,orations to help them
institute and carry out systematic programs of charitable giving. Far the most
numerous of the private foundations, however, are the independent family and
general purpose foundations.

According to most recent reports from the IRS, organizations classified as pri-
vate, grant-making foundations number today in the neighborhood of 31,000 and
possibly as many as 4,000-6,000 more will be added to that total from among
organigzations still awaiting definitive rulings on their tax status.

Altogether, by estimate of The Foundation Center the private, grant-making
foundations hold $28 to $30 billion of assets at market value. But only about
2,000 foundations are worth more than $1 million each, while about 350 hold
asgets worth over $10 million. Foundations known to have assets over $100 mil-
Hon (market value) numbered 46 in 1972, I cite these figures not only to outline
the broad dimensions, and very considerable diversity, of the foundation field as
it exists today; but also, the limited and dispersed nature of the economic power
resting in foundations merits recognition.

For instance, of all the private giving in the United States—some $23 billion
in 1972—foundation grants accounted for about 10%, or $2.2 billion. That per-
centage surprises most people. They assume the foundations are bigger than they
are. Actually, the largest contributor to charitable causes is the people—you and
I and millions of other individual Americans. Those who worry that founda-
tions exercise excessive financial power should compare $2.2 billion disbursed by
31,000 or so separate entities with the over $25 billion in annual program outlays
of the Department of Health, Education and Welfare over and above Sorial Se-
curitylpayments or with the billion dollar transactions of any number of corpo-
rate giants,

Even in aggregate, the wealth controlled by the some 81,000 grant-making
foundations is. for example, very much legs than one-fifth of that held in the
country’s pension trusts, reported as $150 billlon at book value in 1972, and
several individual pension trusts considerably exceed in size the assets of the
Ford Foundation—which at $3.2 billion are in turn 2 or 3 times greater than
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those of the next largest foundations, and many more times larger than the
general run, In brief, an important feature of the financial resources represented
in the foundations is that they are not under centralized control but are instead
broadly dispersed, available to help respond to the great variety of human needs
in thelr just and varied circumstances. .

In comparisons of size such asg those offered, foundations are Davids to Go-
llaths. But as that analogy reminds us, small assets well directed can produce
important results. That is the prime significance of foundations, Foundations can
he more objective, more searching, more systematic, and have a longer eye to
the future than the giving of individuals tends to be. They can also be more
flexible, more adaptable to specific situations and to specific institutional poten-
tials, less bureaucratically constrained, than governmental appropriations and
governmental agencies generally can be. In other words, the organized founda-
tions, devoting time and care to the choices that confront it, is in position to make
its dollars have a maximum charitable impact.

Some foundations do so by helping established institutions meet their expenses.

They give money to colleges and private health-care agencies, to churches and
museums, to symphony orchestras and the like. Others support experimentation.
They give to new approaches in inner-city schooling, rural cooperatives helping
former sharecroppers, population stabilization agencles, groups aiding mature
women find careers. Many, many more foundations are variously involved in
the vast range of public purpose activities that span the spectrumn of American
life, from day-care centers to wildlife conservation to basic research of sub-
microscopic viruses and the vast realms of astronomy. :
" "Over the decade 19638 tlirough 1972, annual foundation giving increased from
about $.82 billion to about $2.2 billion by best available estimate, Through
1971 and 1972, according to records of The Foundation Center, the distribution
of gifts overall was education 309, welfare 1634 9%, health 1514 %, sclence and
technology 13%, international activities 119, humanities 9%, and. religion §%.
These proportions seem in keeping with the averages for the past 10 years and
more, except for an upward shift of 8-49 in support for welfare agencies since
the mid-1960’s, and a commensurate down-swing of 2-49% in support for inter-
hatlonal activities and education. In particular, grants dealing with problems
of the inner-city, minority groups, delinquency and crime have increased. Sup-
port has also grown in the health area following new concerns relating to
environmental protection and drug abuse prevention.

THE 1969 TAX REFORM ACT IS WORKING

1 wish to turn now more specifically -to the 1969 Act and its consequences
for foundations, As indicated, & chief concern of the Council on Foundations has
been to advance effective and responsible performance throughout the founda-
tion fleld. Thus, as some members of this committee may remember, during the
1969 hearings the Council went firmly on record favoring federal legislation.to
foreclose self-dealing in the management of foundations, to insure a reasonable
annual pay-out, to institute strengthened auditing of foundations funded by an
audit fee, and to require a better public accounting from them.

The legislation that resulted in 1969 imposed all of these restrictions, and
more, on the private foundations. Major additional requirements of the 1969
Act include : phased divestiture of substantial interests in companies, prohibition
of speculative investments, new controls over grants to individuals and certain
other types of grantees, stringent restrictions on the funding of voter registra-
tion drives and on activities that might influence legislation, an additional set
of special limitations on deductions for gifts to most private foundations, and a
49, “excise tax’ on net investment income,

These rigorous provisions of the 1989 Act have been accompanfed by a marked
extension and intensification of the supervision of foundation performance by
the Internal Revenue Service, As evidence of this, IRS expenditures on the
auditing of foundations have increased more than eight-fold, rising from $1.6
million in 1968 to $12.9 million in 1972, It is now the announced intent of
the IRS to have conducted audits of all foundations by the end of 1974.

Moreover, the 1969 Act has armed the IRS auditors with a range of tough, new
sanctions—including penalty taxes against both foundations and foundation man-
agers that can aggregate well over 100% of the amounts involved in some situa-
tions—to enforce compliance with the laws governing foundations.



L

65

Among existing foundations no one could claim that all are beyond reproach,
fully efliclent and fully responsible under both the law and their basic charitable
mandate, Acceptance of publi¢c accountability is not the instinctive disposition of
some, Moreover, the 1969 Act recognized the difficulties involved in compliance
with some of its new requirements by providing transition périods. Consequently
some of the reforms that Congress enacted in 1969 remain to be fully implemented.
Nonetheless, as the Act’s substantive provisions come into full effect, these situa-.
tions will be corrected. IRS supervision with attendant sanctions should insure
that. Under the mass and complexity of the new regulations a number of private
foundations have decided to terminate, and the creation of new foundations ap-
pears distinctly to have been slowed. But, in all parts of the country we observe
foundation managers and trustees taking their responsibilities very seriously in.
deed, doing all that they can to meet the requirements and complexities of the

new law. "
PROBLEMS RAISED BY THE 1069 ACT:

> The 1909 Act on the whole, then, seems to us to ﬁtive brought necessary and

beneficial regulation to the foundation field. There are, however, several features
of the Act which are troublesome, particularly in their impact on the actual or
potential beneficlaries of foundations activities—that is to say the colleges, re-
search institutions, libraries, arts organizations, welfare agenciey, needy students,
and many other persons and agencies that draw on foundation; help, These ele-
ments of the 1069 Act, therefore, merit, we believe, further congideration by the

Congress. ” .
(a) First, there is the 49 excise tax on the net investment ijcome of founda-

tions. The excess revenue raised by this tax beyond the amounts needed for
proper auditing and supervision of foundations represents a serious loss to the
activities supported by foundations. In 1972, $40 million that would have been
available to various operating charities was denied to them by the 495 tax.

In 1969 the Senate voted for an audit fee tax of one-tenth of 19, of a founda-
tion’s assets. Not only was that rate equivalent to roughly half of the 4% in-
vestment tax subsequently arrived at by the Conference Committee and enacted
into law, but the Senate version also tled the rate to the costs of administering
the new law. We urge now that the rate be set again at a level closer to the actual
auditing and supervisory costs, that it be earmarked for that purpose, and that
tax be redesignated as a fee for auditing and supervision. I shall return to this
matter a little later in some comments on the proposal for the establishment of
a new Assistant Commissioner for Employee Plans and Exempt Organizations
contained in the pension reform measure just passed by the Senate.

(b) 8econd, Congress should be aware that the mass and intricacy of the
regulations implementing the 1969 Act are very great. The complex provisions
relating to restrictions on programs are especially troublesome. While the final
regulations for this area were issued only in December 1972, we have already
seen real concern on the part of many of our members with their potentially
stifiing effect on giving programs. Much time of staff, attorneys and accountants
must now be spent on determining the precise tax category of the grantee,
on assessing the effect of a grant on that category, and on obtaining formal
reports required from certain grantees. It i8 too soon, however, to urge specific
answers to these difficulties. The experience of another year or so of audits and
reporting should be helpful. The new IRS form for private foundations, 990-PF
should be helpful in these regards.

(e) Third, there are two broad aspects of the Act which in conjunction raise
troubling prospects as to the future capability of fundations to continue as
significant sources of assistance to the country’s various educational, cultural,
medical and other charitable service activities which foundations have helped
to stimulate and support. A

On the one hand, these activities are almost all highly labor-intensive and the
opportunities for increased productivity in them are small and come slowly.
Hence cost-rises in excess of the general increase of the cost-price index are
part and parcel of these activities. Thelr particular inflation (which must be
figured to run 39 or so per year in excess of the general increase of the costs of
producing goods in the U.8. economy *) coupled to the high pay-out requirement

2 A recent study bv Joseph Goldberg and Wallace Ontes, The Costs of Foundation-Sup-
nported Activities (1973), coples of whirh we shall be glad to supply to the Subcommittee,
shows thia to have been so consistently over the past 20 years, The chart attached as

Exhibit No. 3 illustrates this phenomenon,
T
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(in the range of 6% of foundation assets by 1075) means in all probability a
progressive decline in the real support power of the existing foundation dollar,
This is so because even very well-managed portfolios are not Hkely to earn a
total return of more than 9% a year on the average.®
Join to this erosion of the support power of existing foundation assets the
several requirements of the Tax Reform Act which discourage the establishment
of new foundations and the augmentation of old ones: e.g., the 49 tax, the *‘less-
favored"” treatment of gifts of appreciated securities to foundations, the added
administrative and legal costs occasioned by the complexities of the Tax Reform
Act. The composite effect is a steady diminishment over time of the capacity of
foundations to support the sorts of activities and organizations they now assist,
Because we helieve firmly that foundations have made important contributions
to the educational, cultural, medical, and other charitable services available tn
our people—and because we are convinced that comparable contributions remain
important for the future—we are much concerned about these apparent long-
term consequences of the Tax Reform Act as it is presently constituted. We there-
fore hope that these two matters of the required annual pay-out rate and of
reduced incentives can be re-examined by the Congress in order to secure both
ﬁ re;\sm(l]uble annual current return to charity and due regard for the needs that
e ahead.
The actual and potential significance of the privately supported, grant-making
foundations in the private service sector of America, let me emphasize, Hes not
simply in the funds that they make available to operating charities, such as
universities, hospitals, welfare agencies and the like; they are themselves also
examples of the pluralism which is one of the great strengths of our soclety, for
they serve as points where independent scrutiny, sympathetic concern, imagina-

~tive initiative, and purposeful planning are often fed into the total effort.

Moreover, chruches are not eligible for Government support, while agencies
for the character-building of youth and many other bona fide charitable purposes
must derive most of their support from private sources, Xven when Government
money may be available, it is vital that it not be in monopolistic control. Accord-
ing to a December 1972 survey conducted for the Council by the Gallup organiza-
tion, 709% of the people hold that view. They believe private philanthropy to be
as lmportant today as ever in the past, and think that foundations should be
active in attacking many of the same social concerns that also properly enzage
governmental agencies. Foundations can often respond quickly and flexibly to
emergency needs. They can fnnd studies and trial programs on which Government
programs may later be based. Even when foundations make mistakes, they are
on a relatively small scale, and if they help Government not to legislate bigger
ones, their very capacity to err is a benefit.

For all these reasons, it seems to us of very considerable moment whether the
tax laws are going to permit and encourage foundations in the future to play
at least as telling a role as the best of them now do within the context of
American philanthropic enterprise. The argument here is not that every founda-
tion should exist forever—but I would insist that foundations which show a
capacity for self-renewal and for sensitive and responsible service over time
surely thereby have a claim to continued existence at least as great as that of
any other charitable institution. Onr main concern is that foundations as a
whole not be consigned to a diminishing role in our country's future. The need
for the contributions which the grant-making foundations now make to the
general welfare is not going to shrink unless there are to be radical changes in
the structuring of our society. Instead, the needs will grow. Consequently the
flow of new resources into the foundation field should be encouraged rather than

discouraged. ‘
RELATED CONCERNS

‘Before offering a .concluding statement there are three related concerns to
which I wish to call the committee's attention briefly,

aFor esample, the National Association of College and University Business Officers and
Prof. J. Peter Willlamson at the Tuck School at Dartmouth have heen keeping records on
about 150 institutional endowments and some 1468 mutnal funds, Of 95 endowments, only
7 (i.e., R%) were able to produce a total nverage return of 9% or better for the 5§ vears
ending June 30, 1972, If one addg in the 158 mutunl fands, mnkl)ng a new grouping of 253

funds, the number that achleved a 99 return was only 28 (=10%).
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One is the great difficulty we all now face when we seek accurate, system-
atic data about the current extent of American philanthropy and its many
components, There is really only one source that could be definitive, if it werve
so organized, and that Is the 'Preasury Department using the records of the
Internal Revenue. Service,

Beeause of the heightened interest which has been generated in recent years
about private philanthiropy in relation to tax receipts and tax law, it would
be both timely and most useful {f the Internal Revenue Service's procedures
for collecting and reporting information on charitable giving were brought
more nearly up to date and made to include more distinctions as to scales of
donation and typex of reciplents, (Currently the only available summary of
this sort s Giving USA published by the American Association of Fund-Raising
Counsel, Inc. and we are fortunate to have it. But as its editors regularly say,
it represents broad estimates as much as it does firmly verifiable facts) 1
would Mke to suggest that Congress urge on the 'I'reasury the importance of a
move current and useful record of philanthropic giving,

Second, even {n the absence of all the evidence one would like, it is very
evident that the charitable deductions provided by estate and gift taxes have
performed important functions in encouraging substantial donations to the
country’s charitable organizations, both public and private. Todas these deduc-
tions constitute a highly important, continuing set of encouragements for those
fresh additions to the foundation field which I have already argued to be in
the public interest.

Historically. according to a 1969 study, 54% of the assets of foundations in
the $1-10 million size and 469 of the assets of those in the $10-100 million
size derived from bequests as of 1968.* 819, of the capital of community founda-
tions had a similar origin. Available data are too fragmentary to permit an
updating of these figures. But with inter vivos contributions to foundations
clearly down, estates take on heightened importance for the foundation field
as the one remaining area in which tax incentives are conducive to its replen-
ishment and growth., In various quarters proposals are afoot to limit the pro-
portion of estates that may be left to charity free of tax. For the reasons
indicated, it seems to us that the incentives to charitable giving through bequests
should not be curtailed, and we would hope the members of this Subcommittee
will help to uphold the existing incentives,

Thirdly, let me comment on the proposal for a. new Assistant Commissioner
for Employee P’lans and Exempt Organizations. Ideally, I believe, the supervision
of charitable activities would best be conducted by an independent agency es-
tablished for that purpose, as is the case, for example, in Grent Britain where
the Charities Commission performs that function, One of the panels scheduled
for tomorrow will, I understand, be testifying to the Subcommittee on that sort
of approach.

Short of a solution that far reaching, the proposal in the new Pension Bill
appears to us to have much to commend it, As the report of your parent com-
mittee points ount. the proposed realignment in IRS should make it easier for
the Service to respect and further the basic objectives of charitable organiza-
tions while insuring also the effective regulation of foundations in accordance
with the 1069 Tax Reform Act. One feature of the new proposal that we par-
ticularly favor is the earmarking of a portion of the 49, investment tax on
foundations for the costs of auditing and supervision, As previously indicated
we would further urge, however, that that tax be redesignated as an auditing
fee and that its rate be set at a level consonant with the actual costs.

SUMMATION

In conecluding, T wish to suggest to this Subcommittee, as I have earlier to the
House Ways and Means Committee, that the time has come for a new approach to
foundations by the Congress. In 1869, the American people and their elected
representatives in Washington were deeply disturbed by evidence that certain
foundations had been misused for personal gain and by disclosures of bad jnde-
ment, even, perhaps, irresponsible behavior, on the part of other foundations.

¢ Foundations, Private Giving and Pubdlic Policy (Chicago, 1970), pp. 247-248.
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Although the instances of this abuse and misfeasance were in fact Umited, they
were sufficient to place the entire foundation fleld under a cloud.

Clearly it was necessary for the Congress to act, both to protect the public
interest and to protect the reputation of the many good foundations. Although
as I have testified, I belleve some of the controls contained in the Act are
overly restrictive of bona fide foundation activity and therefore not in the pub-
lie’s best interest, the task of so regulating foundations that they inust neces-
sarily serve the general good of the nation has been accomplished, and on the
whole accomplished well. For this reason, we submit, a new climate of opinion
is now merited, one which recognizes the capacity of foundations to help meet
important human needs. Congress, the Council believes, can properly-—and
should—take a hand in establishing such a new climate of opinion. It is time
for Congress to show that it considers foundations a national asset and that it
wishes to give encouragement to their activities.

Never, indeed, have foundations been more needed than today. With many
grievous social problems calling for new, experimental approaches at solution,
with severe cutbacks in the avallability of Federal funds, with private sector
educational, medical and social welfare institutions in deep finanical trouble,
the initiative and resources foundations can provide are desperately required,

[

‘No longer should they be regarded as margingl institutions operating in a twi-

light zone of official disapprobation, It must be made clear to them that they
enjoy the confidence of the nation’s highest legislative body and that superjor
performance is needed and expected of them. For their part, foundations, we
believe, will respond to such a new approach and will give their best,.

Exhibit No. 1
[From the Foundation News—January-February 1978)

A Poricy ON PusLIC INFORMATION

(The Council on Foundations has undertaken a “natfonal awareness program”
that is designed to inform the public of the positive contributions of founda-
tions to society, and to emphasize to foundations those policies and procedures
that can improve performance,

(The Policy on Public Information published herewith is the first of a series
of statements on issues of importance to the foundation field, which the directors
of the council intend to develop and issue as part of the national awareness
program.)

It is the policy of the Council on Foundations to encourage foundations to
communicate to the public facts about their activities. To this end, the council
has sought both to assist foundations in the development and carrying out of
individual public information programs and itself to gain public attention and
understanding for the work of grant-making foundations. Although it represents
no new policy, the council seeks to reaffirm with this statement the desirability
of an active information program as part of the normal operations of a grant-

making foundation.
There are a number of reasons why foundations should seek to be open

and informative,
Foundations exist to facilitate the application of private resources and private
initiatives to the public good, and it is this capacity for public benefit which
Justifies their tax exemption. This is the case regardless of a foundation’s char-
acter—whether it be large or small, an independent, corporate or community
foundation. In this sense, foundations are public trusts and it is incumbent on
them to provide a public accounting periodically and when events of special
moment occur. Federal law and the regulations of some states today require
an annual accounting from each foundation. Those requirements are rudimen-
tary. The normal discharge of responsibility by organized grant-making philan-
thropy should include full and freguent reporting over and above the require-
m%lts ofd tgﬁ laiw.
eyon 8 18 the benefit that may accrue to philanthropic endeavors through
open and shared information. Money from foundations, inphundreds of milliois
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of dollars each year, supports a great variety of educational, cultural, medical
and other charitable projects. In many cases the benefits from these under-
takings would be extended if they were better known. More coordinated efforts
night be engendered, wasteful duplication might be avoided, additional support
might be attracted and potential recipients would be aided it information about
each foundation’s activities were available.

To be sure, needs to be met usually outrun available sources and publication
of a foundation's objectives and activities may, therefore, seem to be only
fnviting increased adnilnistrative burdens. But, in fact, the time-consuming
task of screenifig grant apptications can often be lightened by regular reporting,
for it can discourage inappropriate requests no less than encourage appropriate
ones. Moreover, when foundations make known their interests they increase
the likelihood that they will gain useful assistance and advice from other parties
concerned with the same problems.

Foundations engage in activities which reach deeply and constructively into
American life. In a vast, complex and fast-moving soclety these activities may
be misunderstood if not presented clearly or put into perspective. This requires
infg;mation to be put forward accurately to the public via the communications
media.

The reticence of many foundations about publicity is often anchored in mod-
esty and/or self-protectiveness. Nowadays, such denials of the public interest
are more likely to be self-defeating than beneficial. The endeavor and accom-
plishments of grantees often merit the greater attention, but foundations should
not therefore spurn recognition for timely assistance given or jobs well-done.
This is not to suggest a publicity program designed to stimulate plaudits; that
would be as wrong as false modesty. Getting factual information to the public
is the objective.

Today in America there is a general disposition to scrutinize, question and
test all institutions. The conviction that foundations perform functions vital to
the well-being of our pluralistic society is not universally shared. In the face of
the doubts, foundations—Ilike universities and chruches, corporations and labor
unions—must be prepared to demonstrate their worth in the effectiveness of

" their activities and by making these activities better known. They must be pre-

pared to exhibit their wares in the marketplace of ideas to gain and hold public
understanding, the good will of the people, the support of elected representatives.

For all these reasons, the Council on Foundations urges on all foundations the
valye of a public information program. Even the smallest of foundations can
plan and carry forward a realistic program, one appropriate to its size, in dis-
charging its responsibilities to the public, to the foundation movement and to

itself.*
RoBERT F. GOHEEN,

Chairman.

Exhibit No. 2
[From the Foundation News—January 1973)

SoME GENERAL PRINCIPLES AND GUIDELINES FOR GRANT-MAKING FOUNDATIONS

A POLICY STATEMENT OF THE DIRECTORS OF THE COUNCIL ON FOUNDATIONS

(Preamble.—~We have often been asked how the directors of the Council on
Foundations view the foundation field and what the Council stands for. This
policy statement endeavors to answer those questions, at least partially, and
we hope it may be useful both to persons responsible for foundations and others

concerned about them.)_
1. Basio rationale

The grant-making foundation as an institution is a means whereby nongovern-
mental initiatives and resources can be committed to the service of the public

*The council plans to issue a manual to help foundations {mplement such programs,
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welfare over time. The foundation is thus an element in the creative pluralism
of America and is in partnership with all those engaged in the alleviation of
the many human needs feit within our society and the world at large.

Foundations have, of course, no magic keys. But overall, in the many diverse
efforts they support to heal and uplift the human condition, and where possible
to get to the roots of its persistent flls, the contributions of the foundations to
human welfare are enormous. When at their proper tasks, they reflect the
humaneness of America at its best, as expressions and instruments of the out-
going concern for one’s fellow man which is 8o deep in our heritage and is still
50 much a part of the nation’s best hope.

2. Diversity

Grant-making foundations differ greatly in origin, size, purpose, organization
and mode of operation. In this diversity they correspond to the multiplicity of
society's bona fide charitable needs, and because of it, satisfactory generalizations
about foundations are difficult, Within their general philanthropic mandate, It
iy fitting that some foundations should be concerned particularly with the search
for fresh solutions and inonvative lines of development while others center more
on the support and strengthening of existing institutions of proven worth; that
some should favor progressive social causes and others more conservative ones:
that some should focus on local or regional needs while others seek to extend
their scope of effective concern to human welfare the world around. In these
respects no orthodoxy can properly be prescribed for foundtions though parti-
sans of various liwited interests keep trying to do so. The one common require-
ment is an essential public spiritedness, While perhaps an awkward referent in a
cynical age, a commitment to the service of others must nevertheless be the basic
guiding principle for all who direct or manage foundations.

8. Governmental supervision and the Tax Reform Act

The capacity of foundations to contribute to the public welfare under nongov-
ernmental management is the basic Justification of the privileges granted to them
by both the Federal government and the states-—the most important of which is
the tax exemption they enjoy. For the same reason, foundation trustees are al-
lowed broad latitude as to how they perceive the public good and what elements
of it they wish especially to address themselves to.

Abuse of this privilege in some cases for personal or partisan purposes has come
to reflect adversely on the reputation of foundations generally, and in 1969 it led
to numerous restrictions being put on them in the Tax Reform Act of that year.
The act effectively rules out financial self-dealing by foundation trustees and
officers, requires a greater openness and public accounting from foundations and
properly insists on a substantial current pay-out to charitics from foundation
assets. It also contains negative features—particularly a 4 percent excise tax
on net investment income, damaging especially to recipients of foundation sup-
port; a series of provisions discouraging the formation of new foundations and the
enlargement of existing ones; a setting of the pay-out requirement at levels
where it may mean progressive diminution, over time, of the ability of private
foundations to finance the kinds of philanthropic activities they now support;
an immense amount of highly technical regulatory detail that makes the man-
agement of small foundations particularly difficult.

Despite the “overkill” contained in these provisions—which one must hope
will prove open to Congressional adjustment as working experience with the
effects of the Tax Reform Act become clearer—the act’s forceful reminders that
foundations exist for the public benefit and must be so directed have to be recog-
nized as necessary and for the good. The same applies to state regulations af-
fecting foundations where these have been instituted.

4. Management

Once a foundation is established and given tax exemption, neither the donors
nor trustees nor staff own it. All such parties may and should have a critically
important roles to play in how a foundation defines its interests, selects its tar-
gets and conducts its activities. The essential requirement is that hoth trustees
and employees recognize their involvement in and responsibility for a public trust
in relation to which self-aggrandisement and self-dealing can have no proper

place.

.
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The degree to which foundation boards or staffs should be diversified in mem-
bership to insure independent views and broad representation of the public pre-
senty difficult questions. The differences in size and scope among foundations
exclude pat answers. Many foundations are being guided with marked sensitiv-
ity and concern by a donor assisted only by several friends or assoclates serving
as fellow trustees. Yet, generally, diversitied boards and staffs will tend to in-
sure the sensitivity of foundations to the needs of segements of the society who
have too often been denied adequate voice and representation. Persons from
minority groups and women, moreover, often have important perceptions to bring
to bear on foundation activities, Their inclusion in positions of influence within
the foundation fleld is highly desirable.

Whether a professional staff is required by a foundation depends on the nature
of the foundation, its program, and the time and attention which trustees can
bring to the work. The most important thing is the quality of the work—includ-
ing its sensitivity and its realism-—not whether it is done by trustees, professional

staff or consultans,

5. Evaluation and program review

No foundation, however large or small, should be complacent about the wis-
dom and efficacy of its giving program. Each should be constantly concerned to
see how it can improve its performance and make limited resources meet as
effectively as possible needs that generally far outstrip avatlable funding. Pe-
riodie, systematic review and evaluation of program can lead to improved per:
formance by the small, trustee-managed foundation as well as the foundation
which employs staff and disburses substantial funds. The use of outside con-
sultants or review panels will often add to the validity and usefulness of the

evaluation.

6. Disclosure .

Out of the public trust vested in foundations grows the need to accept the
principle of full disclosure and readiness to share with concerned persons, as well
as with public officials, information about objectives and activities. Too often
foundations have proved inaccessible and their decision-making processes cloaked
in secrecy. Federal and in soine cases state legislation now require at least mini-
mal disclosure, but positive steps taken voluntarily to minimize secretiveness
can hetter show the concern of the foundations to serve the public with sensi-
tivity and good faith,

A concern for informing the public of what its objectives and activities are—
even when very modest—can also often help a foundation's managers gain use-
ful advice and criticism relating to areas of particular interest to them. It also
can forestall inappropriate applicants and the irritation of exaggerated expecta-

_ tions let down.

7. Cooperution

More cooperative activitiy among foundations can be beneficial both to them
and to potential recipients of foundation support. Small foundations can often in-
crease their effectiveness by pooling resources to employ expert advice or to hire
a staff which none of them could afford alone, Community foundations and the
larger private foundations can often assist smaller foundations by sharing infor-
mation and experience.

It is the policy of the Council on Foundations to encourage and extend such co-
operative possibilities within the foundation fleld. At the same time the Council
seeks to serve as a center for useful information and guidance for grant-making

foundations of all shapes and sizes.

8. Operating relations with government

The law rules out partisan political activities and, with limited exceptions pro-
vided by Congress in 1969, action to influence legislation. Foundations are not
barred from sponsoring the study and discussion of public issues even when such
issues are taken up by Congress and other legislative bodles. And foundations are
fully entitled to inform members of the Congress, as well as other agencies of
government and the general publie, of their activities.

Moreover, foundations are entitled under the law to interact with executive
agencies at Federal, state and local levels, Not only may they work in partner-
ship with government agencies, they can promote objective evaluation and moni-
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toring of government programs, and can fund competitive programs in flelds of
interest to both government agencies and private philanthropy.

EAHIBIT 3

Indices for a smooth 4% trend-line
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Senator Harrke. He have a panel discussion to deal with the over-
view on the role of foundations, and I am delig}l;ted to see that panel
headed by a dear old friend of mine, Landrum Bolling, former presi-
dent of the Earlham College, Richmond, Ind.; Raymonti Wieboldt, the
Wieboldt Foundation from Illinois; and Robert Guenzel, Lincoln
Foundation; and David Freeman, Council on Foundations president.
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You gentlemen may come forward and assume your place and pro-

ceed in any fashion which you feel is most aﬁpropria_te. )
I would ask you when you speak to pull the microphone in front

of you, it would hel everﬁox}e concerned. ‘ )
enator Curtis. Mr. Chairman, I am sure the entire panel is made

up of distinguished people, but I do want the record to show that I
welcome here Mr. Robert éuenzel, one of our leading lawyers in Ne-
braska, and he has given a great deal of his time to matters of public
interest and public concern, and is well qualified to speak for public

foundations in my State. )
Senator Harrke. All right, who is first ¢

PANEL DISCUSSION: LANDRUM BOLLING, FORMER PRESIDENT,
EARLHAM COLLEGE, RICHMOND, IND.; DAVID FREEMAN, PRESI-
DENT, COUNCIL ON FOUNDATIONS; ROBERT GUENZEL, ATTOR-
NEY, LINCOLN, NEBR.; AND RAYMOND WIEBOLDT, DIRECTOR,

WIEBOLDT FOUNDATION, CHICAGO, ILL.
STATEMENT OF LANDRUM BCLLING

Mr. Boruing. Mr. Chairman and members of the subcommittee,

we are here as a diverse group of representatives of foundations from
different parts of the country with different sizes and styles
of operation.
- All of us invited to testify before this Senate Subcommittee on
Foundations, I am sure, welcome the opportunity to report on the
activities of foundations as we know them and to try to answer any
questions that might be raised about them.

It is a healthy thing that there should be continuing investigation
and debate over the pro§er role of foundations in our society. '

At the heart o1 the debate over foundations—a debate that has al-’
ready lasted for several years—is an argument over this basic ques-
tion : Should a private, nonprofit corporate organization be allowed to
hold and manage substantial funds given to it by private donors and
decide on their use in the Fublic interest or should all such funds be
taken over by governmental agencies for disposition through political/
governmental processes? Some of the earlier issues over foundations
are now settled—thanks to the Tax Reform Act of 1969—and should
have been settled long ago. Foundations can and must meet some mini-
mal pay-out requirement, though the exact percentage is still debat-
able. They should and must avoid self-dealing with trustees or staff
members or their relatives. They should and must refrain from efforts
to influence the outcome of political campaigns. They cannot and must
not be used to enable certain individuals to escape their just and lawful
tax obligations, All of these are, in essence, issues that have been set-
tled. No one with any sense of social responsibility can defend the
abuses by a few foundations that those prohibitions were designed to
correct. . Sy

Today the debate over foundations seems to come down to these ques-
tions: Should foundations be allowed to exist at all# Should punitive
restrictions on legitimate foundations be removed ¢ Should new foun-
dations be encouraged ¥ If the answer to all these questions is yes—and



"

74

I believe it should be—then the public polity implications of such an

answer are fairly clear, . .
The case for foundations rests ultimately on the case for private

philanthropy in general. ) o o

(1) The importance of encouraging voluntarism in the satisfying
of social needs, of maintaining the human, empathetic feeling of per-
sonal responsibility in the face of social needs.

(2) The wisdom of decentralization, down to the local {grassroots,
of some portion of the tasks of providing our educational, cultural,
charitable services.

(3) The usefulness of having available some alternatives to many
Government services, even where those Government services may be
universally accepted as the norm.

There are many other ways of stating the justification for private
philanthropy—the oldest being the ancient teachings of all the great
religions of the world about the obligation of man—in fulfillmept
of his obligation to God—to give of his resources and his time to aid
the widows, the orphans, the sick, the poor, the oppressed. But even
to secular minds in a secular age it is clear that we become a poorer,
less humane, less responsible, less efficient, more bureaucratic and more
callously indifferent society if we stifle private initiative and respon-
sibility for philanthropic giving in favor of a Government monopoly
in the handling of all social needs. "

All of this being true, we need a comprehensive, coherent and con-
sistent public policy to encourage private philanthropy. With all the
proper safeguards to prevent selfish abuses, we still need incentives
to encourage individuals and organizations to act upon their chari-
table impulses.

Speaking entirely as a private citizen, not in any way as a spokes-
man for Lilly Endowment or foundations in general, I want to express
strong personal endorsement of the concept that the incentives to

rivate giving should be broadened and strenghtened so that the lower-
income individual might have inducements for giving comparable to
the inducements afforded to higher-income givers.

It seems. to me the whole question of the future of foundations
r:el‘atesl very much to our whole concept of philanthropic giving in
general.

_ Specifically, I would urge the Congress to offer to all taxpayers the
right to make contributions of up to perhaps $100 each to any legiti-
mate TRS-approved educational, religious or charitable organization
on a full, direct tax credit basis.

It is sometimes pointed out that it is ible for a high-bracket
taxpayer to give a $100 contribution to his charity at a net cost to
him of $30, under current deduction schedules, but that a low-income
‘taxpayer who wants to give that same amount of $100 to perhaps the
same charity does so at a net cost to him of $70.

This arrangement it is argued is not fair or equitable. It isn’t. But
the answer i not to denounce all gift incentives as “tax loopholes”

an overworked and often misleading swearword in much of the

ebate). The answer is to design an equitable system for encouraging
the broadest possible base for philanthropy with suitable incentives
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for both high-income and low-income taxpayers, not to hamper giving
from the larger pools of wealth. '

Foundations should and can function—and those I know do function
todny—vwithin the bounds of propriety and social responsibility. As
part of the total complex of private philanthropy they not only make
possible useful public services that in most cases would otherwise, in
one way or another and often at much greater exPense, have to be pro-
vided by tax moneys; they also help to maintain the very pluralism and
freedom of American society.

Rather than being regarded, as they are by some critics, as privileged
and selfish enterprises to be tolerated only so long as may be politically
expedient and then laid to rest, foundations should be seen as playing
a permanent role in serving essential human needs and in encouraging
voluntary initiative and private responsibility. Those now in existence
should, under appropriate regulation, be encouraged to continue. And,
81}}1@1' appropriate controls, new foundations should be helped into

eing.

IFFoundations vary enormously in their fields of interest and pro-
grams, as well as in the size of their resources. They, moreover, do not
remain the same. For most of them what they did yesterday is not
necessarily what they are doin{; today or what they will be doing to-
norrow. 'i:hoy, like other social institutions, try to repond to the cur-
rent needs of society—a society characterized by constant change and
changing social needs.

Today, quite clearly, a number of the larger foundations give high
priority attention to urgent issues related to our decayinf,r cities, to
problems of drug abuse, juvenile delinquency, poverty, family distinte-
gration. At Lilly Endowment we, too, have gmvi ed support for a
number of urban projects—minority business development projects in
Indianapolis, street academies for young dropouts in New York, child
care tramming programs in Chicago, and addiction services and youth
recreation programs in a number of cities. But, at the same time, we
have also felt we should give deliberate attention to the economic and
social needs of small towns and rural areas.

To that end we support self-help economic, educational and cultural
projects in small communities in Alabama, Kentucky, Tennessee, North
Carolina, Indiana, and Arkansas. We have contributed to Indian res-
ervation projects in Arizona and the Dakotas. We are actively explor-
ing the possibilities of investing more of our resources in matching pro-
grams in which peo;ile in the forgotten smaller towns and rural areas
are attempting to help themselves. ‘

The roles of private foundations in the fields of scientific research
and medical facilities and services have obviously changed drastically
in the last several years. ,

The billions of tax dollars for these purposes have tended to per-
suade private foundations to allocate their funds to other fields. Yet,
in spite of that general tendency, the Robert Wood Johnson Founda-
tion, one of the largest in the countléy, has committed itself to devote
most of its grant money to various efforts to improve the health deliv-
ery systems across the country. It was the Rockefeller and Ford Foun-
dations that stimulated and largely underwrote the extensive research
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and testing ‘)rograms that gave the world the new super-strains of
t

food grains that sparked the so-called Green Revolution. .
Sometimes a foundation may plaf' a useful role in applying the
able. Today in another place in

science and technology already avai . anot| :
this city the privately supported philanthropic organization Africare

is holdly;)g a press conference to tell of the drought and famine condi-
tions in the parched areas of several of the sub-Sahara countries of
West Africa—and to report on a recent small success in which an
American foundation was involved. The several million people whose
very survival is threatened by this natural disaster can probably be
enabled in time to win their age-old struggle with the elements through
much more extensive boring of wells and building of large and small
reservoirs and applying more generally both ancient and modern
methods of irrigation. For this considerable planning and financing—
chiefly from governmental sources, including the United States—must
be provided, Meanwhile, what happens to crops that once more are
about to fail?

Based on the use of photographs taken by America’s orbiting astro-
nauts and onsite studies by U.S. meteorologists, it was decided that
during the month of September it would be possible to produce the Re-
public of Niger significant quantities of rain by artificial cloud seed-
m%‘techniques.

he President of Niger, having failed to get help through the nor-
mal international and national governmental channels, appealed to
Africare, a public U.S. charity concerned with African projects. Afri-
care in turn presented a grant request to Lilly Endowment. We were
fortunately able to get a %.S. citizen consultant to make a quick inde-
pendent check on the project through a visit to the area and to secure
reports and recommendations from technical experts. Qur executive
committee, accordingly, authorized a grant of $50,000. This made it
possible for two experienced American pilots to ferry two small planes
and the necessary equipment across the South Atlantic to West Africa
and to start the cloud-seeding operation promptly. All of this was done
within about 2 weeks after the meteorological survey had been com-
pleted. Fortunately, the gamble paid off. Rain was produced. Some
benefit to this year’s crop was provided. Other countries in West
Africa are now officially studying this approach to a partial solution
to their drought problems. -

Senator HARTEE. Let me ask you as an aside, are you sure some of
the rain doctors didn’t go ahead and pray at the same time # ‘

Mr. Borrina, I can’t guarantee you a thing, '

This, as T must point out, can only be called a “small success.” It is
certainly mot an answer to the long-term famine threat to West Africa.
And it could have been a total failure. Yet we had, as a private founda-
tion, the flexibility to act quickly and the freedom to take a chance.

I might say, we were, and others were, encouraged by Government
officials to make this gamble, even though it was a risky thing, and
insofar as it has succeeded it is going to cut down considerably, im-
mediately on the appeals that are going to have to be made, demands
being made for Government support for famine relief. -
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That kind of flexibility, that kind of risk-taking freedom is one of
the significant justifications for foundations—and always will be.

Education is and will remain a major concern of the foundations.
Here, too, priorities are shifting, After World War II these were
among the high-priority concerns of educational institutions and of
both the Government and the foundations:

1. The rapid expansion of physical facilities to take care of what
were thought to be ever-bulgin enrollments.

2. The raising of wretchedly low faculty salaries.

8. The expansion of graduate training in order to turn out more
teac