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TAX-EXEMPT FOUNDATIONS

TUESDAY, NOVEMBER 18, 1952

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE TO INVESTIGATE TAX-EXEMPT
FOUNDATIONS AND COMPARABLE ORGANIZATIONS,
Washington, D. C.

The select committee met, pursuant to call, at 10: 20 a. m., in room

1301aNew House Office Building, Hon. Eugene E. Cox (chairman)
residing.

P Preserflgt : Representatives Cox, Hays, Forand, Simpson of Pennsyl-

vania, and Goodwin. )

Also present: Harold M. Keele, general counsel to the committee.

The CHAIRMAN. The committee will come to order.

This committee is operating under House Resolution 561, which
among other things directs the committee to conduct a full and com-
plete investigation and study of educational and philanthropic foun-
dations and other comparable organizations which are exempt from
Federal income taxation to determine which such foundations and
organizations are using their resources for purposes other than the
purposes for which they were established, and especially to determine
which such foundations and organizations are using their resources
for un-American and subversive activities or for purposes not in the
interest or tradition of the United States. ) _ _ )

Without objection the resolution will at this point be written into
the record. Is that satisfactory, Mr. Keele?

Mr. KEELE. Yes, Sir.

(H. Res. 561 is as follows:)

[H. Res. 561,.52d Cong., 2d sess.]
RESOLUTION

Resolyed, That there is herebﬁ created a select committee to be composed of
seven Members of the House of Representatives to be appointed by the Speaker,
one of whom he shall designate as chairman. Any vacancy occurring in the
membership of the committee shall be filled in the same manner in which the
original appointment was made. .

e committee is authorized and directed to conduct a full and complete
investigation and study of educational and philanthropic foundations and other
comparable organizations which are exempt from Federal income taxation to
determine which such foundations and organizations are using their resources
for purHoses other than the purposes for which they were established, and
especially to determine which such foundations and organizations are using their
resources for un-American and subversive activities or for purposes not in the
interest or tradition of the United States.

The committee shall report to the House (or to the Clerk of the House If the
House is not in session) on or before January 1, 1953, the results of its investi-
gation and study, together with such recommendations as it deems advisable.

For the purpose of carrying out this resolution the committee, or any sub-
committee thereof atuthorized by the committee to hold hearings, is authorized

1



2 TAX-EXEMPT FOUNDATIONS

to sit and act during the present Congress at such times and places and within
the United States, its Territories, and possessions, whether the House is in
session, has recessed, or has adjourned, to hold such hearings, and to require,
by subpena or otherwise, the attendance and testimony of such witnesses and
the production of such books, records, correspondence, memoranda, papers, and
documents, as it deems necessary. Subpenas may be issued under the signa-

ture of the chairman of the committee or any member of the committee desig-
nated by him, and may be served by any person designated by such chairman
or member.

The CHAIRMAN. I should like to make it perfectly clear that the
committee will strive to conduct the hearings in a fair and judicial
manner, and if possible do nothing that will afford an excuse for the
accusation that it is likely to become a smear or a whitewash.

This is not a fight as between the committee and the foundations
nor is it intended to be a love feast, but rather it is a serious effort put
forth on the part of the committee to develop the facts and to make
a true answer to the charge laid down in the resolution under which
it operates. ;

I think it proper to make clear at this point here at the beginning of
the hearings that none of the foundations have thus far offered the
slightest resistance to the investigation nor have any of them indi-
cated an intent to offer such resistance, but, on the other hand, all have
cooperated freely and to the fullest extent, so much so that up to the
moment the committee has not found it necessary to use its subpena
powers either to get documents, records that it might want, or to bring
witnesses here.

I should like to reiterate that which in effect has heretofore been
stated, and that is that there is not a member of this committee who
is hostile to the foundations or the idea of philanthropic giving.
There is not one who wishes to injure the foundations or impair their
proper functions.

As we have previously said, investigation does not imply hostility
nor does study imply danger to the subject studied. Rather we seek
to develop information which will be of value not only to the Congress
and to the people of the United States, but to the foundations them-
selves.

This is the spirit in which the work of the committee has thus far
been done, and it is in that spirit in which we will continue our labors.

All right, Mr. Keele.

Mr. KEELS. I would like to call Dr. Ernest V. Hollis, please. He is
the first witness.

The CHAIRMAN. Mr. Keele, Mr. Hays will preside.

Mr. HAYS. I will ask our general counsel to proceed with the inter-
rogation. -

Mr. KEELS. Will you state your name, Dr. Hollis.

STATEMENT OF ERNEST V. HOLLIS, CHIEF OF COLLEGE ADMINIS-
TRATION IN THE UNITED STATES OFFICE OF EDUCATION

Mr. HOLLIS. I am Ernest V. Hollis, Chief of College Administra-
tion, United States Office of Education.

Mr. KEELE. Dr. Hollis, what training have you had of a formal
nature?

Mr. HOLLIS. I am a graduate of "a cow college" down in Mississippi,
Mississippi State College, the Land Grant College, bachelor and mas
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ter's degrees in biological sciences. I have a master's degree in his-
tory and philosophy and a Ph.D. degree from Columbia University
in the field of school and college administration.

Mr. KEELE. You have had some administrative and teaching experi-
%nﬁe, };ave you not, in colleges and universities in this country, Dr.

ollis

Mr. HOLLIS. Yes.

Mr. KEELS. Will you tell us about that?

Mr. HOLLIS. I have taught in rural elementary schools, high school,
and college. I have served as dean and as president of the Georgia
State Teachers College. At one time or another I have been a pro-
fessor at the University of Illinois, Duke University, Northwestern
University, City College of New York, and Columbia University.

Mr. KEELS. You have, as [ understand it, written on the subject
of philanthropic giving or foundations and higher education, have

ou not?
Y Mr. HOLLIS. Yes. Back in 1938, I wrote a book called Philan-
thropic Foundations and Higher Education, and have, of course, since
that time written a number of articles for encyclopedias, professional
magazines and popular magazines on the problems and issues of
foundations' philanthropic operations.

Mr. KEELS. You have also served, I believe, Dr. Hollis, as a con-
sultant on problems of institutions, that is, educational institutions
and organizations in the field of higher education, have you not?

Mr. HOLLIS. Yes. I have served as a consultant to individual colleges
or groups of colleges I suppose in every State in the Union, or nearly
so. If there is an exception, I can't think of one at the moment.

Mr. KEELE. Dr. Hollis, would you define for us or characterize a
tax—exemPt philanthropic or educational .foundation, and by "tax-
exempt," | mean exempt from Federal income taxation.

Mr. Hoe HoLLIs. There are two groups of them that you have to hold
in mind. The first are those that are individually chartered either by
a State or one of its subdivisions or by the Federal Government.
Those are exempt from taxation under section 101 (6) of the Internal
Revenue Code. Second, there are charitable trusts and are created
under the general charitable trust statutes of the several States.
These are exempt under section 162 (a) of the Internal Revenue
Code. They are the greatest in number, the smallest in average size
of principal fund, and the ones about which the least is known because
they come into existence primarily by the testamentary act of an
individual.

Mr. KEELE. And what are their characteristics otherwise, would
you say, if any, Dr. Hollis?

Mr. HOLLIS. Well, of course, their chief characteristic is that they
are a legal device for channeling private wealth to public beneficiaries,
general undesignated beneficiaries, and they have a great many char-
acteristics, depending on the perspective you are viewing them in.

For example, many of them are perpetuities. That means their
principal funds cannot be spent. There are others that may spend
their funds, and some that must spend their principal fund in a
specified period of time.

There are other foundations we speak of as community trusts
that represent kind of a holding company for a lot of small donors.
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Mr. KEELS. That type is exemplified, is it not, by the so-called
Cleveland Trust?

" Mr. HoLms. I suppose the one that Col. Leonard P. gyres started
in Cleveland back in 1920 is the earliest of the community trust type
of foundations.

Mr. KEELE. That is differentiated from the community funds or
community chest, is it not?

Mr. HOLLIS. Oh, yes, not to be confused at all with community
chest, which is ;t)hilanthropic funds given on a current basis. There
is no endowment.

Mr. KERtF. Dr. Hollis, would you trace briefly for us the origin, the
evolution of the ~ philanthropic fund or foundation in other countries?

Mr. HOLLIS. Yes.

Mr. KEELS. That is other than in the United States, I mean.

Mr. HoLLIs. Before I do that, I would like to add a word on this
current cross-section picture, because it is so involved and confused.

Many people ask me how many foundations are there, and what
are their total assets.  Unfortunately, our social statistics in that area
are so meager that no one can give a definite answer. -

From the probings I have made, if you include both the separately
chartered and the charitable trust statute types of foundations, there
must be, between 30,000 and 35,000 foundations in this country, and
they probably have total capital assets of 6/, to 7 billion dollars.

Now I don't know whether $7 billion impresses you as a small sum
or a large sum. Compared to the Federal budget, even as it may be
passed this year, it possibly isn't 10 percent of it, but compared to my
money it is an enormous sum. Through the impact of these funds
foundations have a tremendous influence on the cultural life of the
Nation. In my judgment, possibly next to the church, the school
and instrumentalities of government, philanthropic foundations, along
with E)ress, radio, and television, are among the very most influential
social forces of the Nation. Now, Mr. Keele, I am ready to move
on to your other question.

Mr. KEELu, Just hold up one second.

Mr. HAYS. Dr. Hollis, pardon me just a minute. Mr. Cox has just
called my attention to the fact, and has directed the committee's at-
tention to the fact, that some of the reporters may not have comfortable
seats. We are a bit crowded.

The chairman is setting aside the first four seats on both sides for
the press, and they will be %ree to occupy these seats.

Mr. KEELS. I think I asked you, Dr. Hollis, to trace for us something
of the origin and development of foundations.

Mr. HOLLIs. Yes. Well, again before doing that, I am reminded
that the Commissioner of Education asked me to state for the record
that I am testifying as an individual and as a student of foundations,
and not in my official capacity, and that therefore my statements do
not necessarily reflect the views of the Office of Education or the Fed-
eral Security Agency. If it is agreeable, Mr. Chairman, I would like
the Commissioner's letter to be included in the record.

Mr. HAYS. Without objection, it is so ordered.
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(The letter above referred to is as-follows :)
FEDERAL SECURITY AGENCY,
OFFICE OF EDUCATION,
Washington, D. C., November 18, 1952.
Mr. HAROLD M. KEFaR ) .
Chief Counsel, House Select Committee To Investigate Tam-Exempt

Foundations, House of Representatives, Washington 25, D. C.

DEAR MR. KEELE : The House Select Committee to Investigate Tax-Exempt
Foundations has called upon Dr. Earnest v. Hollis, Chief of College Administra-
tion, Diyision of Higher Bducatlon, United States Office of Education, to testify
as a technical ,exper% concerning tax-exempt foundations. ) )

As 3 recognized authority on the history of tax-exempt foundations, Dr, Hollis
is well qualified to_give expert testimony in this field. In offering such testi-
mony, however, it should bé understood tlsqlat Dr. Hollis is serving as a technical
expert on technical matters, To the extent that Dr. Hollis is called upon 10
express opinions concerning issues of public policy, it should be understood that
any opinions so expressed are personal with Dr. Hollis and do not necessarily
represents the views of the United States Office of Education nor the Federal
Securlgy Agency. It follows that Dr. Hollis is not authorized to commit the
Unite(ii tates Office of Education nor the Federal Security Agency on any ques-
tion o .u% ic policy in this matter.

incerely yours, ,
) (Signed) EARL J. McGRATH, .
United States Commissioner of Education.

Mr. KEEiE. We understand that you are called here not as an official
of the Government, but rather as one who is qualified by his experience
and study to testify as an expert on this subject, and that is the pur-
pose for which you were brought here, and I think that should be
made abundantly clear.

Now we will get back to that question.

Mr. Hor i,is. Well, being somewhat historically minded, when I
began studying foundations 15 or 20 years ago, I got very much' 11-
terested in seeing where their real roots and origins were in our early
civilizations. I found that foundations are nearly as old as the insti-
tution of private property. They started in the early Egyptian and
Chaldean civilizations and at first only the king had authority to
alienate private property from natural heirs to general weltare
purposes.

And, of course, since most of our legal history comes through
Roman law channels, I was interested to note that about 150 B. C.
Roman law was modified so that the legal heir concept was further
substantiated. A legal heir in 150 B. C. was declared by Roman law
to be a "sentient reasonable being" who at the same time was an
"immutable undying person." Now that is how far back you have
to go to find the legal roots of a foundation really defined.

In this period foundations were palliative organizations. The
were made up primarily of what in Roman times were called "ali-
mentari,” in other words, foundations providing funds to feed the
poor, maintain funeral associations, and ransom captives. They had
very few of the purposes that go with the constructive and preventive
activities of modern foundations.

It is interesting to note that the first investigation of foundations
dates back to 65 B. C. At that time foundations in the Roman Empire
had become financially strong enough and politically powerful enough
to be accused of having joined in Catiline's conspiracy, and because
of that Cicero persuaded the Senate to dissolve foundations as con-
trary to public policy.

Mr. KEPT .F. We are not then in an unchartered field?
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Mr. HOLLIS. No, Sir. These were "bad," by Cicero's definition,
foundations, gou understand, that were dissolved ; that is, they were
not in the public interest, as Catiline's opposition interpreted it. Of
course, "good" foundations, by Cicero's definition, were rechartered.
These bads and goods are in quotes; I take it you can see that my
tongue is in my cheek.

The new crop of foundations had come to a fairly fruitful stage
b~~y the time of Constantine, 325 A. D. He, as you recall, was the first
Christian emperor.

Constantine turned over to the Christian Church exclusive respon-
sibility for being almoner for the Roman Empire, and it is from his
act that the medieval church came to be the dominant body in the
matter of maintaining and operating philanthropic foundations.

Of course, the foundations again got out of hand legally, and when
we come to the period of Justinian, 550 A. D.-those of you who are
lawyers will remember the revision of the civil code under Justinian-
at that time the legal concepts of foundations were resharpened and
refocused almost into the stage and shape that they now have in our
own history.

I should like to move quickly into the English experience with
foundations. In Britain during the medieval period the ecclesiastical
foundations had come to own somewhere between a third and a half
of the wealth of Great Britain. They occupied most of the positions
as masters in chancery and had what King Henry II, who ruled from
1154 to 1189 A. D., considered a strangle hold on the economy of Great
Britain.  Accordingly, he entered a declaration that the bishops and
th? abbots and other church officials held their funds by the good
will of the king and that they were responsible to the king's justice
for their administration. That was a new principle because up to
this time these foundations had been largely governed by canon law.

The next 200 years, between Henry Il and Henry VIII, was a
royal battle over the dissolution of the foundations, and as you know,
Henry VIII confiscated the wealth of all the foundations in Great
Britain for the use of the Crown. But the charitable, the philan-
thropic nature of man, his regard for the welfare of his fellow human
beings, led him in Elizabeth's reign to establish what has become the
Magna Carta of modern philanthropic foundations. I refer to the
Statute of Charitable Uses, Act 43 Elizabeth, if you are interested
in seeing it. That act has two princif)les in it that those of you who
read Blackstone will remember, established once and for all the prin-
ciple that foundations are touched with the public interest and that the
public has the right to know about them.

Those two principles were fundatio incipiens, as indicating that
the state is the incorporator and the supervisor of all philanthropic
bodies, and the second term was fundatio perficiens, to indicate that
the donor shared in this act through providing the funds to implement
the legal document.

And those principles still hold in American law because our chari-
table trust statutes are based largely upon the charitable trust statute
or Elizabeth 43,  That, in brief, 1s the early history.

[ would like, if you think I am not pushing the history too far,
Mr. Keele, to recite a thumbnail sketch from Elizabeth's time up to
fairly recent periods.
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Mr. KEELS. I am familiar with what you have in mind and I think
it is of value.

Mr. HoLLzs. Elizabeth's 43 not only provided a legal instrument
chartering foundations but it set up machinery for supervising them
and for keeping their social utility intact. Many of them had suffered
froth what is known as the mortmain, or deal-hand principle, and
had lost their social usefulness. By 1700 the special commissions
authorized by Elizabeth 43 had investigated 1,000 foundations, restored
them to social usefulness, and kept them on the track of public interest.

That machinery continued in existence for a little more than a
hundred years; 1837 is the next significant date in British history
so far as philanthropic foundations are concerned. At that time
a royal commission was set up to make a complete restudy of philan
thropic foundations and their bearing on British life.

Mr. HAYS. What was that date, Dr. Hollis?

Mr. HoLLis. 1837. That commission came out with a great many
constructive recommendations, and those recommendations were de-
bated in the Parliament over a very considerable period, and in
1853-it was Acts 16 and 17 of Victoria-charitable trust statutes
were established that set up the machinery for formally defining,
regulating, and conducting foundations so far as the public interest.
was concerned. The regulatory body then established was not unlike
our Federal Trade Commissions or our Federal Communications
Commissions. )

That body has since supervised foundations in the public interest
in Great Britain.

There have been a number of amendments to Victoria 16 and 17.
As a matter of fact, right now Lord Nathan has been asked by the
British Government to make a new study of foundations to see what
further modification needs to be made in their present regulatory
arrangements. His report is just about due to be made now. I
haven't seen a COIc)ly of it yet, but [ know something of the types of
things that it was dealing with.

Apparently in order to get the 1854 laws enacted, the Parliament
had to make a great many exemptions from its provisions. For in-
stance, the foundations of Oxford and Cambridge were exempted
from supervision of this’ commission. The large ecclesiastical foun-
dations and certain of the contributory funds, such as what we would
call our March of Dimes type of programs, were exempted.

In fact, there were so many exemptions that as you read the law
you wonder what it was that was left to be regulated or to be super-
vised. But at any rate, part of the present report of Lord Nathan
is an attempt to tighten up and to make more inclusive the machinery
that has been in operation in Great Britain for a full hundred years.

Mr. KEELE. Dr. II)-Iollis, how many trusts or charitable foundations
were examined by that commission sitting back in 1837?

Mr. HoLLis. There were nearly 29,000 examined by the 1837 Royal
Commission.

Mr. KEELS. That commission sat some 17 years in its work, didn't it?

Mr. HOLLIS. Yes ; some 17 years. It had a very considerable staff,
but because of the type of obscurities I have indicated, getting the
basic' facts proved to be a very difficult undertakin%even under these
circumstances which are much more favorable than those of your
committee.
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Mr. KEELS. Dr. Hollis, I should' think that that probably in capsular
form brings us ug to the period of the American foundations or those
foundations which are fostered in this country; is that correct?

Mr. HoLLIS. Yes. On this early history, Mr. Chairman, may [ have
the privilege of inserting into the record a more concise and a more
meaty statement than it was possible for me to make ofthand? It is
a brief statement.

Mr. HAYS. Without objection, it is so ordered.

(The document above referred to is as follows:)

[From the Educational Record for &gg%?gét})i?%_’gj]e American Council of Education,

EVOLUTION OF THE PHILANTHROPIC FOUNDATION
(By Ernest Victor Hollis)

The philanthropic foundation as we know it did not spring full grown from
any one civilization. It gradually emer%ed in response to social necessit¥1 and,
like most legal instruments, has since been refined in the crucible of each suc-
ceeding culture. The foundation did not %%pear 1In primitive societies because
tt would have served no useful purpose. e welfare of the god, the tribe, the
family, the individual were communal undertakings. Private property existed
only in very personal items ; there was none to implement a foundation.

kyor religious purposes the heads of government initiated the practice of
leaving wealth in perpetuity to other than natural heirs. Fourteen hundred
years before the Christian era the Pharaohs of Egypt were thus setting aside
funds in perpetuity. Inscriptions show contracts wherein the Paraoah is the
donor of specified kinds and amounts of wealth to a college of priests who, for a
designated portion of the income, obligated their order to use the remainder to
keep the tomb perpetually protected and the religious ceremonies observed.
Since there would be no legal machinery to assure the performance of this duty if
the dynasty were. to change, contracts usuallar created a second foundation, the
income from which went to persons charged with seeing that the priests ful-
filled their oblications. The indenture also called down the most terrible
maledictions of the gods upon the heads of any unfaithful trustee. ~The Chaldean
civilization had almost identical practices as is shown by a clay tablet, dated
1280 B. C. reciting how King Marouttach bought certain lands. from his vassals,
built a temple on it, dedicated the whole to the god Marduk, and endowed a
college of priests to operate it. 1hese are the earliest known efforts at pro-
jecting private will beyond life for general purposes ; they constitute the most
rudimentary form of the foundation. . .

A different cultural and governmental pattern in Greece and Rome modified
the purpose and the manner of establishing and supervising the perpetuities
that we now call philanthropic foundations. As late as the time of Solon and
the Law of the Twelve Tables the right of making a will and testament did not
exist, nor could a living owner of property aliénate it from his heirs. It took
500 years for the ingenuity of these creative peoples to invent a living legal heir
as a substitute for a natural heir and then he could receive wealth only from liv-
ing donors with the consent of natural heirs, if any. It required almost another
half millenium to extend to this "unnatural heir" the right to receive bequests
and to translate the concept of a "living legal heir" into the abstraction of "an
immutably legal person"-that is, to recognize a foundation or corporation
as a person before the law. . . .

e first modification permitted a living donor to create a perpetuity for
other than his natural héirs, provided those heirs signified their approval of
the indenture by signing it. ~Foundations so established faced many hazards
and often had a’tentious and short-lived existence ; the courts were lax in en-
forcin%lpenalties for discovered malfeasance or misfeasance, beneficiaries had
no rights in court, and when a faithful and efficient steward died the court
might replace him with a less competent one. _ The uncertainty of actual per-
petuity was so great that often a philanthropic donor preferred to use a bequest
to nafural heirs, pledging them to carry out his benevolent intentions. —Thus
Plato in 347 B. C. left to his nephew the academy and a productive endowment
of land, stipulating that it be a dministered for the benefit of his followers ;
the nephew, usin, t%e living legal heir concept, left the foundation to Xenocrates
for the benefit of the cult. Following the newer concept, Epicurus gave his
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gardens to 10 disciples to be administered by them and their successors as a
retreat for Epicurean scholars. In time this le%al concept was interpreted to
alpo%l to the mempers of a varied list of charitable associations, such as festival
g %S, colleges of priests or augurs, funeral associations, and the like. As living
persons (not as corporations) they were permitted to receive gifts in perpetuity
from the living but not through beq}gest. . .

About 150 B. C. Roman law modified the legal-heir concept to declare associa-
tions were at one and the same time "sentient reasonable beings" and "immutable
undying persons." This interpretation gave foundations immutability plus all
the advantages of natural heirs save the right to receive bequestsB ith an
improved legal status, foundations increased in number and kind. y 65 B. C,
the associations had become a financial and political power ; because so many of
them aided Catiline's conspiracy Cicero persuaded the Senate to dissolve them as
contrary to public policy. Following this first known clash between the state
and foundations a general act of the Senate permitted the formation and re-
organization of "loyal associations.” In Augustus Caesar's reign establishment
was restricted to specific authorization, except for the very minor funeral
associations. . .

During the reign of the five good emperors, 96-180 A. D., foundations were
greatly encoura§ed throughout the Roman Empire. Nerva gave the cities the
right to ach(?Ipt oundation funds b}i bequest, Trajan extended the privilege to
the towns, Hadrian included the villages, and Marcus Aurelius permitted the
associations (private grou s} to receive bequests. In this period, the objectives
of foundations began to shift from honoring the gods and the dead, preserving the
cult, and perpetuating a feast daﬁ to at least a palliative ministering t6 the
needs of underprivileged groups. erva, Trajan, Hadrian, Antoninus Pius, and
Marcus Aurelitis gave generously of their private wealth for establishing in the
municipalities foundations for alimentarii, that is, foundations to aid in the
feedin%{, clothing, and educating needy Jeﬁitimate children.

We know that among many others$ influenced to follow the example of the
emperors Pliny the Younger established an alimentarius in his native city of
Como and in one other town. Another was Herodes Atticus, a citizen of Athens
and the Rockefeller of his day, who lived during the reign of the Antonines. He
built a water-supply system for Troas, endowed a giant stadium at Athens, and
restored to its ancient magnificence the theater of Pericles ; he provided a temple
to Neptune and a theater at Corinth, a stadium at Delphi, endowed a bath at
Thermopylae, and a system of aqueducts at Canusium in Italy. Inscriptions in-
dicate that the people of Epirus, Thessaly, Euboea, Boeotia, and other cities of
Greece and Asia Minor gratefully styled Herodes Atticus their benefactor.

In their struggle to rule, the 30 "barracks emperors" of Rome between 192 and
324 A. D. "borrowed" the foundation funds that had been entrusted to the muni-
cipal treasuries. This confiscation caused Constantine to recognize the obliga-
tion and the necessity for the state to assist causes formerly aided by these
foundations. By edict he reiterated the legal rights of the Christian Church (an
association in Roman law), pointing out that its property and revenues could
not be alienated by anyone nor used within the church for purposes other than
that designated by the donor. Thereafter Constantine used church instead of
state machinery for distributing public funds to the underprivileged. ~Both state
and church officials encouraged, philanthropically inclined individuals to give to
the poor, aged, orphans, sick, and the other underprivileged persons only through
the church.

In time the ecclesiastical foundations became the chief almoners in the Roman
Empire and wherever else Christianitﬁ was dominant. Through its powerful
hold on the dying hours of the faithful the church was able to amass enormous
wealth for the exercise of the monopoly on charity given it by the state. By
A. D. 453 certain bishops and abbots had so yielded to the temptation to divert
to other church 1purposes the inalienable perpetuities for the underprivileged that
the emperor Valentinian cited again the principles of Constantine and issued a
"cease and desist" order against such practices. During the next hundred years
under. the watchful eye of the state, the church more or less faithfully discharged
as a lawful obligation the duties of almoner which it had assumed as a moral
obligation in the time of Constantine. o . )

Around A. D. 550 the legal basis of the ecclesiastical foundation was revised
in Tribonian's restatement of Roman law that we know as Justinian's Corpus
Juris Civilis. The Code, the Digests, and especially the Novels (statutes of
Justinian,) brought the laws of Piae Causae into reasonable conformity with the
social conditions of the age. While socially an administrative agent to give the
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wealth of the few to the needs of the many, legally the ecclesiastical foundation
was still an association (like an apostolic church) where donors, administrators,
and recipients were one and the same body of persons. The local church had

also overstegped its leggl bounds by having more than one such association ;
patriarchs, bishops, abbots each controlled one or more foundations for pious
causes, and lesser churchmen managed foundations for orphanages, schools,
hospitals, ransoming captives, and the like. The laws specifying the obligations
and privileges of those who managed such endowments were contradictory and
inadequate for safeguarding the funds from avarice and stupidity. o

To bring a semblance of legal order was a formidable undertaking for Tribonian
and his associates. The nearest they came to resolving the fundamental problem
of the nature of an ecclesiastical foundation was to declare in a statute of
Justiniarn that "the founder of an ecclesiastical establishment creates a legal
person of an ecclesiastical nature whose personality derives from that of the
church but which possesses a legal capacity of its own." In other words, the
foundation was now legally independent of the recipients and was the actual
responsibility of the administrators chosen by the donor. The personality of the
foundation was at spiritual oneness with the church just as the Trinity of the
Godhead was really one. Otherwise the ecclesiastical foundations could not
have been considered organic parts of the church universal. The declaration
lessened somewhat the control of the church hierarchy over foundations and
increased the necessity for secular statutory regulation.

The more important of Justinian's comprehensive list of laws to safeguard
foundation funds and keep them socially useful provided for the selection of a
similar cause when the original had lost its social utility ; and also provided that
the endowment revert to the donor or his heirs if his will was not made effective
in 1 to 3 years, depending on the nature of the perpetuity. In a national emer-
gency the emperor could alienate to the government any perpetual fund of church
or secular foundation. The church could not permanently alienate property
%ive_n it and only the bishop or abbot could exchange it for other property ; for

uying foundation property otherwise, one was fined and the property and the
payment reverted to the church. Managers of endowment property could put it
on long-time lease but the lease became inoperative if the rent was 2 years in
arrears. Such property could be pledged to raise money to ransom Christians
from the Saracens or to pay debts; the creditor could not foreclose but could
hold the property only until the revenue reﬂipaid the loan. Foundation funds
could not be loaned to heretics or infidels. The state gave charitable funds in-
vestment preference and protection similar to that which we accord funds held
in trust for minors.

The Emporer gave the bishop or abbot the right to designate the actual manager
of a charitable endowment. A manager could not make a "gift" in return for his
appointment (a common practice of the day) but he might give the foundation
the equivalent of a year's salary. Managers were authorized by the Emperor
to act as guardians or to appoint and supervise guardians for all leﬁilly incompe-
tent persons under their care, such as orphans and the insane. TheSe powerful
prerogatives were exercised by the church to its financial advantage throughout
the medieval age ; as masters in chancery in the England of Henry VIII and
Queen Elizabeth these churchmen were still exercising a dominant control over
pr%%ertg and person.

e Saxon kings in England, following the Roman practice, recognized the
ecclesiastical foundation as a spiritual trust and therefore chiefly the concern of
the bishop, abbot, or similar church official. After 1066 the Norman kings rejected
this idea and declared the foundation a temporal trust subject to secular super-
vision under the usual laws of chancelg. In challenging the dominance of the
church in temporal affairs a decree of Henry II (reigned 1154-1189) declared:
"The bishops and abbots shall hold their possessions of the King and answer for
the same to the King's justice." From this time on the common law of England
recognized the Crown as guardian of the revenues of vacant bishoprics and the
patron of all charitable funds and hence their legal founder. These declarations
were the first skirmishes in a 400-year struggle of the state to control founda-
tion wealth estimated at one-third to one-half that of all England. On the
surface the Kir(ligs opposed the princes of the church for alleged abuses of obliga-
tions to both donors and recipients; in essence, however, it was a battle for
the economic and political control of the nation.

The economic power of the church was lessened by Hem}y's successors and
was finally broken b}y the acts of Henry VIII and Edward VI'in dissolving most
of the ecclesiastical foundations and confiscating their wealth 'to the Crown.
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In theory this wealth was rededicated to the causes it had been serving but
actually it created many of the landed estates of England and diverted the
revenue from the poor to the aristocratic friends of the King.  This paper has
space for only one instance. In 1947 John Kempe, an Archbishop of Canterbury,
at the end of his career founded and endowed a school in his native town, Wye,
Less than a century late. Henry VIII confiscated it to the Crown and gave the
whole to Walter Bucler, who had been secretary to one of Henry's wives. The
royal grant kept up the fiction that the charitable purpose of the foundation
was to be continued by stipulating that Bucler should at all times provide a
schoolmaster to teach without fee and that Bucler must pay him from the
revenues of the foundation an annual salary of £13 6s. 8d. Bucler did nothing
of the kind and in the reign of James I the Crown resumed the gr%perty and
regranted it to Robert Maxwell, a Scotch gentleman, increasing to £16 the salary
of the mythical school teacher. The (i)roperty then 1E)lassed through the hands of a
number of individuals who ignored any philanthropic obligation and at last
to the possession of Sir George Wheler, who in 1724 gave it back to educational
Urposes.
P e English Kings did not follow the example of Constantine and cause the
state to assume some responsibility for supporting the charitable and educational
causes that had been deprived of philanthropic revenue. For the Tudors the
state did not exist for the benefit of its subjects. With the changed economic
situation of Elizabeth's reilgln the condition of the poor became so intolerable
as to appeal powerfully to the humanitarian qualities of the rising middle class.
Interest in the welfare of the recipient became more important than the effects of
a gift on the soul of the donor. A new philanthropic motive had become dominant.
he Statute of Charitable Uses (43 Elizabeth) may conservativelg be called
the Magna Charta of English and American philanthropic foundations. It
recognized the social conditions prevailing and gave legal sanction and royal
encouragement to the efforts of private wealth to alleviate the distress. The
act was intended to safeguard gifts and bequests to foundations sanctioned by
the Crown. The variety of social services Elizabeth left to private philanthropy
is enumerated in the statute

"For the relief of aged, impotent, and poor people, for the maintenance of
sick and maimed soldiers and mariners ; for schools of learning, free schools,
and scholars in universities ; for the repair of bridges, ports, havens, causeways,
seabanks, and highways ; for or towards relief, education and preferment of
orphans, for the marriages of poor maids ; for houses of correction ; to aid young
tradesmen and handicraftsmen; for the relief or redemption of prisoners or
captives, and for the aid of the poor in aning taxes."

radually English-speaking states have underwritten the palliative work of
these early philanthropies, and private wealth has been freed to undertake the
preventive and constructive ({)ro rams usual in the modern foundation.

Act 43 Elizabeth provided a Iegal procedure for establishing a foundation
without the special permission of the Crown if the income was Iess than £200

er year. The act made it easy to get the special permission for the Crown for

arger foundations. It formally established the principle that founding is a
joint public and private enterprise. It used the term fundatio incipiens to
indicate that the state is the legal initiator and guardian of all foundation
activities; fundatio perficiens to describe the act of the individual in giving
wealth to implement the legal incorporation. The statute provided for the
aPpointment of special commissions to investigate any alleged abuse in the use
of a perpetuity or its revenue. During the first year of the act 45 such investi-

ating committees were appointed by. the courts; before 1700 more than a
thousand such investigations had been made.

Aside from royal Igrants sixteenth and seventeenth century England had few
large endowments from one person. The outstanding exception is Guy's Hos-
Eltal, established in London in 1724 by the bequest of Sir Thomas Guy who

ad made his fortune speculating in South Sea stock. This and his insistence
that the foundation carry his name raised for the first time the "tainted" money
and egoism issues in modern philanthropy, issues that are still alive but waning
among the critics of American foundations. )

Because of the greater age and number of her philanthropic perpetuities,
England, more than America, has squarely faced the necessity for Government
supervision to assure the continued social utility of these trusts. In 1837 the
Royal Commission of Inquiry reported 28,840 foundations in existence, many
of them devoted in perpetuity to causes no longer in existence. For example,
there was a foundation to support a lectureship on coal gas as the cause of

25677-53--2
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malaria fever and one to ransom Enﬁlishmen captured by Barbary pirates.
Onl%f1 in extreme cases was the legal doctrine of cy pres (as near as) invoked
bK the courts to bring back to social usefulness a will or trust agreement that a
changing society bad outmoded. The courts made such a timid use of cy pres
to remove mortmain or deadhand control from foundation funds that, after 14
years of investigation by a special commission, a series of parliamentary enact-
ments gave larger and more immediate discretion to a regulatory commission.

"Who have the duty of superintendence and control of all property devoted
to charitable uses, with an accounting and power to summon all parties con-
cerned in management, to appoint and remove trusts, and to take care that no
sale, mortgage, or exchange of charity property be effected without concurrence,
and that all funds applicable be invested upon real or Government security ;
to preserve all documents, §i_ve acquittance of all payments where no competent
party can be found, to audit accounts, to sanction salaries paid, retirement
allowances, and to authorize such other arrangements as shall appear calcu-
lated to promote the object of the founder." ) ) )

Thus England established a vigorous legal substitute for the expensive, cir-
cuitous, cumbersome cy pres device and in the same acts provided the legal
machinery to establish’and enforce standards for judging the efficiency of
philanthropic agencies in attaining the high purposes of the founders.

In social as well as legal design early American foundations followed the
English pattern, were palliative rather than preventive in outlook, and were
devoted to causes that soon lost their social utility. The doctrine of cy pres
has been reluctantly and timidly invoked by American courts to remedy the
most fantastic and unreasonable of such indentures, but we still have hun-
dreds of charitable trusts that serve nonexistent or perfunctory purposes and
that might be made to render greater service if we had some such public
supervision as is given in England by the Royal Commission.

Mr. KEELE. The pamphlet to which Dr. Hollis refers is a mono-
graph of the history of the foundations. That is correct, is it not?

Mr. HoLLis. That is right.

Mr. KEELS. And the legal mutations through which they have gone.
It would be very helpful, I think, if it were included in the record as
it has been.

All right. Shall we move on to the American scene, please.

Mr. HoLLIS. Of course, with the history I have told you, you readily
understand that we had charitable bequests in this country from the
very beginning of our Colonial period. After all, the gifts and be-
quests that constitute the endowment of our colleges, are foundations-
a college endowment is nothing more than one type of a foundation
because it is funds set aside in perpetuity for the public good, and
are tax-exempt.

Possibly the most notable of the early charitable trusts is that of
Benjamin 'Franklin. By bequests in 1790 he set aside a thousand
pounds sterling for the establishment of a charitable trust in Boston,
and a similar sum in Philadelphia, for the education of "young mar-
ried artificers." He was very much interested, as you know, in the
working man.

Those two foundations are still in existence, the one in Boston by the
ey pres doctrine of "as near as" has been reinterpreted and brought
back to social usefulness as the Franklin Union. In Philadelphia the
trust is now called the Franklin Institute. Those of you who know
either of them know they are doing very useful research work.

Another of the early foundations in this country was the Magdalen
Society established in 1800 to aid, as it said, "fallen women," but one
had to acknowledge prostitution to be entitled to any of the benefits,
and it didn't become very helpful until it had the benefit of cy pres
reinterpretation. It still operates as the White-Williams Foundation.

Girard College in Philadelphia, which is an orphanage established
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in 1831, is another one of the early foundations. The Smithsonian
Institution here in Washington esta%lished in 1846 by an Englishman,

James Smithson, is, as you know, now semifoundation-semigovern-
mental. It is the first American foundation that was broadly enough

conceived in its functions, not to have suffered from the mortmain or

deadhand restrictions of the founder. It still operates very effectively

under its initial charter.

The Peabody fund is another of the early American foundations.
It was established in 1867 and devoted exclusively to educational
purposes, teacher education and public education largely.

In this period we have the Havens relief fund estabf;shed in 1870,
the Salter fund for Negroes, 1872, the Baron Hirsch fund, primarily
for Jews, established in 1890, and the first of the Carnegie founda-
tions. There are 22 of them, in case you are interested. The first of
22 Carnegie foundations was established in 1896 as the Carnegie
Institute of Pittsburgh.

That gives a pretty fair idea of the evolution of foundations in our
country. It high lights the fact that until capitalism matures enough
to produce surplus wealth-we will have to put "surplus” in quota-
tions-to justify a donor or donors in alienatm% it from their natural
heirs, that you don't have many foundations. That is why we had so
few in the nineteenth century.

But as we came into the present century, our capitalistic system
advanced very rapidly and has produced wealth for many individuals
beyond the needs of their families and their heirs. It is this wealth
that has been very rapidly turned into the foundation channel during
the first 50 years of the twentieth century.

That is about as much of the history as seems to me significant,
except to remind you that we had a brief investigation of foundations
in 1912 by Senator Frank Walsh's committee in connection with its
investigation of labor-industry relations of that period. This inquiry
is the only notice the Congress has taken of the operations of founda-
tions until it authorized your committee.

Mr. KEELE. Dr. Hollis, I think you have touched on the question
of the number of tax-exempt philanthropic foundations in this coun-
try. Could you give us a further analysis of this estimate?

Mr. HOLLTs. The number depends on the definition you use for a
foundation. You will get as many answers as anybody that says
how many, make him tell you by what definition he is operating.

You will remember my definition initially was any body that is
legally chartered or that is created through a charitable trust statute,
the purpose of which is to channel private wealth into general welfare
channels. That is the broadest possible definition. It is one that I
think is the only legally sound one. By this definition the endow-
ment of every college in this country is a foundation. The endow-
ment of every hospital, scientific society, or any other charitable bod
that has a, principal fund that is itself used or the interest from whic
is used is by that definition a foundation.

It was on the basis of such a definition that I said earlier that
between thirty and thirty-five thousand foundations in this country
is, in my judgment, a conservative estimate, and that the capital assets
of these groups will run between 61/, and 7 billion dollars.

[ have always been interested in trying to find out from the sample
that we know about what part of this 61/, to 7 billion dollars is really
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held in perpetuity and what part of it is in partial perpetuity or
capable of being spent. But I Eave never been able to find a satis-

factory answer because we haven't been able to get enough of the

evidence before us. [ hope your investigations will produce some of.
the needed information.

If one used a much narrower definition there would be fewer
foundations. If only chartered foundations were considered perhaps
the number would be nearer 5,000. If only the type of body that
makes grants of money to somebody else to do work with, the number
also drops very rapidly because a great many foundations are their
own operating agents.

The American Foundation for the Blind, for example, is its own
operating agent.

The Twentieth Century Fund is its own operating agent. There are
a good number of foung};tions that are partly operating agencies and
partly grant-giving agencies. So your definition will determine the
answer to how many.

Mr. KEELE. You have illustrated the type of operating agencies.
Will you illustrate the names of better known foundations which
operate either by making gifts or grants or by a mixture of making
gifts and grants and conducting certain operations themselves?

Mr. HOLLIS. Well, you can find all types within the 22 Carnegie
foundations. The Carnegie Corp., for example, which is the parent
corporation, does not engage in any research activities on its own,
but many of the subsidiary foundations of the Carnegie group do
engage in such activities.

The Carnegie Institution of Washington, for example, is a research
agency in its own right. Many of them as the Carnegie Foundation
for the Advancement of Teaching, was both a fund granting and a fund
using agency. The Ford Foundation so far in its operations has been
exclusively a fund-granting body.

In addition to all of this group of foundations, we have a lot of
bodies in this country that I call the middlemen between foundations
and the ultimate consumer of the foundation fund. You have in this
city such bodies as the American Council on Education, the National
Research Council, the American Council of Learned Societies, the
Social Research Council, just to name a few. All of those bodies are
middlemen or intermediaries between foundations and the ultimate
consumer of grants. They sometimes use the grants themselves and
actively sponsor and conduct the research, and in some instances they
are merely the agents to handle particular grants for research in-
dividuals named that work under their supervision.

Mr. KEELE. Would you explain that a little further as to those agen-
cies that you have spoken otg

Mr. HOLLIS. They came into existence primarily, Mr. Keele, because
many of the foundations felt that they did not have the staff or the
professional know-how to pass on the multiple requests for grants in,
say, natural science fields or social-science fields, and these intermediate
bodies, largely made up of educators and research people in the several
fields, became a screening device for the foundations. This gave some
assurance to the trustees and administrative officers of foundations
that the projects were educationally sound and that the foundation
was not pouring its money down a rat +hole or not getting off into
a subversive venture.
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Most foundations have taken the attitude, as you know, that their
funds are cultural venture capital, and that they should take risks
beyond that that could be taken by a university with its endowment
funds or that could be taken by government with the taxpayers' money.
While foundations will venture more on an idea that might pan out
than is customary even they have usually wanted to have the backing
of professionals in the field, whether it is law, medicine, dentistry, or
whatever the area.

Mr. KFFT.E. Explain, if you will, Dr. Hollis, the make-up of one of
those operating groups or agencies. Let's take the American Council
of Learned Societies. You are familiar with that, I am sure. How
is that body made up?

Mr. HoLLIs. It is made up of a group of professional societies, the
American Historical Society, the American Philological Society, the
Modern Language Association, and the associations having to do with
the humanities. These bodies refrl)resent the professional people who
usually do the actual research with foundation funds.

Mr. KEELS. Now, then, a grant is sometimes made to, let us say,
the American Council of Learned Societies, and then it in turn, as
[ understand it, grants or apportions or allocates that money to cer-
tain prﬂects or agencies, is that correct?

Mr. HoLLis. No, ordinarily it works a little differently.

Mr. KEELS. Will you explain that for us?

Mr. HoLLis. We will say that the American Historical Association
wants to undertake a study in the field of American citizenship. It
submits its proposal to the American Council of Learned Societies.
If the Council endorses the proposal, it then becomes the agent for
the American Historical Association in seeking a foundation grant
for the project.

There have been instances, of course, where a lump sum was granted
to a council which in turn allocated it in the fashion you have indicated,
Mr. Keele, but that is the exception rather than the rule.

Mr. KEELE. I was thinking that [ saw the other day a grant from
the Ford Foundation of a half-million dollars, I believe, to the Ameri-
can Council of Learned Societies. [ may be in error.

Mr. HoLLis. The chances are very large that the half-million alloca-
tion from the Ford Foundation to the American Council of Learned
Societies is an earmarked fund. In other words, much of it is indicated
for this type of research to be done by so-and-so.

Mr. KEELE. In other words, it has conditions attached to the grant,
and they know in advance into what channels that money is going.

Mr. HoLLis. Yes. This conditipning of grants is one of the doctrines
or principles of foundation policy that has been blessed and cursed
across the country for decades. For example, those of you familiar
with the early history of the Carnegie Foundation for the Advance-
ment of Teaching know that Mr. Carnegie started out to provide
pensions for college professors, but he very. early discovered that he
couldn't provide pensions for college professors until he had deter-
mined what a college is.

And in defining a college, the Carnegie Foundation exerted a very
powerful control over the direction in which colleges developed in this
country during the first third of the present century.. Many churches
comﬁlained, as you know, that their colleges were seduced from them
by the lure of Carnegie pensions.
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Possibly the most common form of conditioning a grant is 'the
matching fund principle that is so familiar to those of you in Congress.
It has been used very effectively by foundations to enable colleges to
raise 5 or 10 times the amount of the foundation gift for the endow-
ment or for a current purpose of colleges. The powerful and usually
salutary control can, of course, distort a college program if the founda-n tion decides, for example, to aid natural sciences or medicine to the

exclusion of the remainder of the program.

Mr. KEELS. I would like to go back to something you touched on
earlier as to the influences’of foundations, the impact of foundations
upon our society. I wish you would amplify that a little bit.

Mr. HoLras. I believe my statement was that I considered them next
to the church, the school, and instrumentalities of government as per-
haps the most influential group in American life. And I consider
them-so not primarily because of the large aggregate of their funds.

Actually, the dollar value of foundation grants, if they were spread
across the whole cultural pattern of America, would not be a drop in
the bucket of the total cost of those cultural projects.

The reason that foundations have an influence far beyond the size
of their grants is due to a number of factors. One of them is the
prestige that is given a project by its being endorsed by a foundation.

That kind of an endorsement given to "Siwash College" is enorm-
ously valuable in getting additional funds from the alumni, from the
industrial and commercial concerns in the immediate vicinity, or con-
stituents generally.

Another type of influence foundations have has nothing to do with
prestige, the matching principle or the conditioned grant but comes
from what I call the negative action of a foundation.

The average foundation is able to grant funds only to 10 or 15
percent of the total requests that it has in any one year, so by failing
to endorse a project they have a negative influence that is quite as
great as their positive influence.

Mr. KEELE. In other words, the power of withholding is almost as
great, perhaps, or maybe greater than the power of giving, is that

rig{\l/l{t? o
r. HoLLIS. That is right.

When [ was making an active study of foundations, I was given
to see if I thought the foundations were making "bad judgm ents"
in their negative decisions. In general, I did not find anything to
complain of other than an undue cautiousness on the part of the
foundations. They did not want to stick their necks out on proposals
I thought had a lot of potential merit.

Foundation trustees, I found, for example, are about the same tyﬁe
of people, and many times they are interﬁ)cking with individuals who
are trustees of colleges, hospitals, museums, and so on. They are
inclined to exercise the same prudence they would as trustees of any
private or public bequest.

They have not used their venture-capital privilege quite as much
as I think they ought.

The Ford Foundation at the moment in some circles, as you prob-
ably know, is being criticized, on the other hand, for exercising its
prerogatives to use venture capital for venture purposes in a way
that it thinks is normal and that the critics think inimical to the
public interest.
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Mr. KEELE. I wish that you would explain a little more fully the
concept of venture capital or risk capital in philanthropic giving.
You touched on it when you said that they could go into fields whic
universities felt that they could not tap their endowment funds for or
that public bodies, felt they could not use public funds for. [ would
like for you to just explain a little more fully what you have 111 mind
by venture capital and the theories behind it.

Mr. HOLLIS. The theory of venture capital does not date back past
World War I in foundation experience.

Prior to that, most foundation funds were set up for succoring the
poor and needy in one form or another. They were an ameliorative
rather than preventive or constructive in purpose.

The Rockefeller group of foundations possibly exemplify the ven-
ture capital attitude as widely and as largely as any group of founda-
tions.

The General Education Board, the Rockefeller Foundation for
Education has operated largely on the venture capital philosophy in
addition to experimental programs in teacher education, such as the
8-year study by Progressive Education Association, the General Edu-
cation Board has undertaken equally risky ventures in the sciences,
medical education, and the home and farm demonstration work now
conducted by the United States Department of Agriculture.

Despite pouring millions of dollars into the venture, the foundations
were never able to make the full-time clinical professor of medicine
concept common practice in this country. It is accepted as superior
practice and is followed in part by medical schools, but it was a venture
that succeeded only to a degree.

Certainly, the g—year study in progressive education was a very
great venture into the social, ethical, moral, religious, and educational
realm, for all of our mores were involved, but it did not pan out either
as the people who supported the research or as the people who con-
ducted it expected. So you have to be prepared with the venture
capital concept to have a bunch of duds.

r. HAYS. Mr. Chairman?

The CHAIRMAN. I have no questions that I wish to ask, although I
would like to make the observation that the doctor, to’ my mind, has
delivered a very informative and a very interesting statement. For
myself, I feel deeply obligated to him for the picture he has painted.

think his statement will be helpful to us in the further hearings
we will have and in the formulation of whatever conclusions we might
reach, and recommendations we might make.

Mr. HOLLIS. Thank you, Judge Cox.

Mr. KEELE. Just a moment, Mr. Hollis.

Mr. Simpson has a very good suggestion. May I ask you this point,
and may [ put it this way : Has exemption from taxation more or less
been the pattern or characteristic of foundations from the early days?

Mr. HOLLIS. From the early Roman times, around 550 B. C., we
find foundations were exempt from taxation.

Mr. KEELE. That has been a continuing characteristic throughout
the centuries?

Mr. HOLLIS. Yes.

Mr. KEELE. Is it generally believed by those who are familiar with
the problem that it is that tax exemption which permits them to carry
out their functions and to act with the efficacy that they have had?
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Mr. Hours. Yes. A man is very greatly encouraged to set up such
funds if he has the benefit of tax exemption and, of course, where tax
exemption is as favorable to foundations as it is in our society at the
present time, a man with large means can set up a foundation out of
current profits at about 20 or 30 cents on the dollar of his money. The
rest of it is money that would come to the Federal Treasury anyway.
Our tax structure-as well as tax structures back to 550 B. C.-en-
courages the creation of foundations.

We have instances, of course, in this country, where a foundation
that has applied for and received tax exemption, decided it did not
want to live under the restrictions implied thereby, and, has given
up its tax-exempt status and resumed its status as a private
corLoration.

Mr. KEELE. Those are very small in the aggregate, the numbers, are
they not?

Mr. HoLLis. Yes. I am much more concerned about possible tax
evasion by the thousands of foundations that publish no reports of
their activities. The public has no basis for judging whether they are
entitled to tax exemption. .

Mr. SIMPsoN. Just one question. As an outgrowth of Elizabeth 43,
there is a recognition that government does have a right or obligation
to supervise or to regulate.

Mr. HoLLIs. Yes; it is very explicit in Elizabeth 43 so far as the
British Government is concerned; and the principles of founding and
supervising foundations have come over into American practice almost
unchanged from the Elizabethan period.

We have not gone the other step that the British took more than
a hundred years ago in setting up supervisory machinery for protec-
ing the public interest in foundations.

Mr. HAYS. Mr. Forand ?

Mr. FORAND. I have one question. I do -not know whether it is
pertinent at this point or not, and if you do not care to answer it,
Doctor, that it all right.

I am thinking of that type of corporation that is set up and then
loans out money for manufacturing purposes. I will be specific : I
refer to Textron. I believe you are familiar with that set-up?

Mr. HoLLIS. Yes.

Mr. FORAND. Is there much of that going on in this country?

Mr. HoLLis. We do not know how much of it is going on. We do
know of Textron; we know of a colle;fe that had a tax-exempt maca-
roni factory, and of a great many colleges that have used tax-exempt
funds in ways that have been in competition with private enterprise.
In fact, it is very difficult to invest tax-exempt funds without throw-
ing them into competition, directly or indirectly, with private enter-

rise. But when a college or any charitable organization invests its
unds in a producing enterprise, whether it is a farm or a macaroni
factory or a textile mill, why, these and other questions are raised.
Most of these loopholes were plugged by the 1950 and 1951 revision
of the Federal Internal Revenue Act.

May I again express the hope, Mr. Forand, that this committee will
find it possible to give some attention to the issue you raised.

Mr. FORAND. Thank you.

Mr. HAYS. Mr. Goodwin ?

Mr. GOODwIN. No questions.
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Mr. HAYS. Dr. Hollis, the Chairman spoke for all of us in thanking
you for your very scholarly statement.

Mr. HOLLIS. I am delighted to know that the committee is pleased.

Mr. MAYS. Who is the next witness, Mr. Keele ?

Mr. KEELE. Mr. Andrews, please.

STATEMENT OF F. EMERSON ANDREWS, STAFF MEMBER,
RUSSELL SAGE FOUNDATION

Mr. KEELS. Mr. Andrews, will you give us your name, place of
residence, business or occupation.

Mr. ANDREWS. Mr. Keele, my name is F. Emerson Andrews, I live
in Tenafly, N. J.; I have been a staff member of Russell Sage Foun-
dation since 1928.

Mr. KEELE. What has been your work primarily with the Russell
Sage Foundation, Mr. Andrews?

Mr. ANDREWS. I have two functions in the foundation. I am di-
rector of publications, and also director of philanthropic research.

Mr. KEELE. You have acted as a consultant, have you not, on certain
publications?

Mr. ANDREWS. Yes, [ have been since 1941, a consultant on publica-
tions to the Twentieth Century Fund, and for briefer terms have been
consultant

Mr. KEELE. Just a little bit closer to the microphone, Mr. Andrews.

Mr. ANDREWS. For briefer terms, I have been a consultant and ad-
viser to various other organizations in the philanthropic field.

Mr. KEELE. Mr. Andrews, tell us a bit, if you will, of your training
for your work, formal and otherwise.

r. ANDREWS. I am a graduate of Franklin and Marshall College
with an A. B. degree, Doctor of Humane Letters; I have been with the
Sage Foundation since 1928, as I indicated.

ussell Sage Foundation began a series of publications on founda-
tions, at first simple directories of foundations, in 1915, and thereby
became a center of information on the subject.

[ naturally handled these publications during,6he whole period of
my membership on the foundation staff, and begun to take a very
keen interest in them. I suggested about 1940 to the general director,
then Shelly M. Harrison, that a more complete report on foundations
be done, and he and I joined in authorship of the book American
Foundations for Social Welfare, published in 1946, which was the
result of a fairly extensive survey of 505 foundations.

As a result of that, more and more people, thinking of establishing
foundations or desiring to benefit from foundation grants, kept
coming to our offices.

Mr. Harrison retired, and a good bit of this parade came to my
office. So a little later I asked our trustees for permission to go further
into philanthropy., I thought we had to look at the whole picture of
philanthropy and find out where the foundation fitted into that picture.

They authorized a special study of philanthropic giving, in gen-
eral. 1 comgleted that study in the book Philanthro?lc Giving pub-
lised in 1950, which does endeavor to give a general picture of the
whole of philanthropy with, of course, a special chapter on
foundations.
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After that we became interested in corporation giving, and I was
asked to do a special study on that, which was published just 2 months
ago. That also included a chapter on the corporation iloundation, a
development which I shall wish to mention a bit later in some more
detail.

Mr. KEELE. Russell Sage Foundation is unique, is it not, in
many senses, perhaps, but in the sense that it is probably the only
foundation that has, through its staff, made a study of foundations
or philanthropic giving. Am I correct in that?

Mr. ANDREWS. I would hesitate to state that categorically because
Mr. Keppel, for instance, of the Carnegie Corporation, did a fine small
book on foundations, and many of the annual reports of the Carnegie
Corp. and the Rockefeller Foundation have been, in effect, treatments
of foundation policy and doctrine which, in many respects, are quite
excellent.

Mr. KEELE. That is right. It is true with every report, for in-
stance, of Dr. Carmichael, and so it goes with other presiiietstacé
various foundations, but what [ am getting at is this :
time has been devoted, as [ understand it, by the staff of Russell Sage
than by any other foundation to this problem, is that correct?

Mr. ANDREWS. I think that is true.

Mr. KEELE. At least, there are no publications which approach
those which you have mentioned, and which you authored or co-
authored, in the extensiveness and definitiveness of the subject, is that
not right.

Mr. ANDREWS. Well, thank you for the commercial, Mr. Keele.
However, I think I ought to say

Mr. KEELS. If your modesty will permit you to say so, is that a
correct statement that [ have made?

Mr. ANDREWS. I think that is probably true.

Mr. KEELE. All right.

How many years would you say you have devoted to this work?
You told us when you started with Russell Sage Foundation, and
what your work has been generally, but how many years have you

devoted to this particular work? . ‘ )
Mr. ANDREWS. I have taken a particular interest in foundations and

their relation to philanthropy since 1940; that would be about 12
ears.

y Mr. KEELE. Mr. Andrews, would you tell us what you have been able

to learn through your study with reference to the numbers, size of

foundations, your estimates as to their numbers, assets, and so forth?

Just discuss that for us, will you?

Mr. ANDREWS. I think I have to begin with a little more definition,
perhaps, than Dr. Hollis gave us. We have approached this from the
research viewpoint, where we have to define and chart out what we
are talking about. I think I would agree, perhaps, with the number
which he has cited as reasonably accurate, if one includes colleges, with
their endowment, and all the other organizations which he indicated.

We, however, in attempting to study the foundation as an institu-
tion, gave ourselves a somewl%at closer definition. I think I had better
indicate what I am talking about by reading that brief definition.

Mr. KEELS. Will you, please.
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Mr. ANDREws (reading)

A p.hila.nth}rlopic foundation {r%ay (li)e dfeli%lsl%%v asa oeré%g%fﬁrsrgggr%ga%hgfnn roﬁo'[r
0
g{ %%13213},1% uggf‘gg)%gl,pcrlllgcr} a%lel,lrcl)r other activities serving the common We }'gfe--

Mr. KEEL. All right.

Now, that would limit the number considerably from the number
that Dr. Hollis mentioned, would it not?

Mr. ANDREws. Very considerably, and also there is one operational
restriction that we gave ourselves for the sake of convenience.
In our study we did not include foundations with less than $50,000
total assets. For example, there is a Wilmington foundation which
is in most of the published lists and which reports blithely assets of
$849.61, and expenditures for a recent year of $1.51. We'thought it
was nonsense to include quite a large number of organizations of about
that size.

Obviously, 10,000 foundations with $50,000 capitalization would be
equal only to the $500 million endowment of 1 foundation, the Ford
Foundation, so that while we do strike out for operational reasons
these very small foundations, they will be significant only in sheer
numbers and not in the amount of money they are able to spend.

We also took out a lot of organizations that call themselves founda-
tions but, in our opinion, have no right to the use of that term. For
example, there is the American War Heroes Foundation, or was. It
maintained the Park Avenue Canteen. New York Supreme Court
Justice Collins dissolved its charter and declared it was "avarice
masquerading as patriotism."

There are other foundations which are more nearly trade associa-
tions, and the like, and we have not included those in the material
that I am about to give you.

The 1946 publication I referred to earlier talked about 505
foundations.

In 1950 I slightly revised that material, adding the new foundations
we had reports on, and as of 1950 our estimates on 1,007 foundations,
including, we believe, substantially all the large foundations, indicated
total assets for these foundations of $2.6 billion, with expenditures
for the year under survey of $133 million. Those estimates would
have to be somewhat increased as of the current date. The Ford
Foundation is now in full operation-it was not then; several founda-
tions of substantial size have been created since that time, and a great
number of small foundations, family foundations and corporation
foundations, which we shall discuss later.

But those figures are still relatively pertinent, and I think that we
ought to draw a few comparisons, based on those figures, although
they ought to be somewhat enlarged now.

Mr. KEELE. May I, before you start on that, have those again so
that we have them clear? On the basis of your estimate of 1950, is
that right, we included 1,007 foundations

Mr. ANDREws. 1,007.

Mr. KEELE. You estimated their assets to be $2,600,000,000, is that
right ?

r. ANDREws. That is correct.

Mr. KEELE. And their income at $133 million, was that it?

Mr. ANDREWS. Their expenditures at $133 million.

Mr. KEELE. All right.
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Mr. ANDREWS. That may in some cases have represented less than
income; in other cases it represented expenditures from capital.

Mr. KEELE. Did you make or are you able to make an estimate as
to their income, aside from their expenditures?

Mr. ANDREWS. We did not at that time compile an estimate of in-
come. [ should think it is very close to the expenditures.

Mr. KEELE. Are you able, on the basis 01 your studies, to revise
your 1950 estimate to the present time or would it be so inaccurate
that you would prefer not to give it?

Mr. ANDREWS. I cannot do it now. However, figures are available;
not available quickly, but as you know, in 1950 the new Revenue Act
included provisions concerning foundations, which I shall mention
at some length later. One of those provisions was that all founda-
tions exempt under 101 (6) must file a Form 990 (a), which includes
a statement of name and purpose and capitalization and expenditures,
and those 990 (a) reports are available to the public under suitable
restrictions. There is also a set of them in the Treasury Department
here but, I believe, that is open only on Presidential order.

Mr. KEELE. All right.

Now, just a point about their being open to the public. Where
are they available to the public?

Mr. ANDREWS. They are available in the collectors' offices. Are they
still called collectors' offices? I think that may have been changed
lately.

M%l KEELE. Well, prior to any change it was known as the collec-
tor's office in the various districts, is that right?

Mr. ANDREWS. Yes, and there are about 64 of those.

Mr. KEELE. So that anyone wishing to examine those returns would
be obligated to go to the various offices in the 64 offices where those
returns were filed, is that right?

Mr. ANDREWS. That is correct.

[ ought to add that the American Foundations Information Service
is now doing precisely that, is making photographic copies of both
the 990 (a) and the trust reports on 1041 (af which also are available
on a similar basis, and that they hope to publish a reasonably complete
directory some time in 1953.

Mr. KEELE. But that material, except in fragmentary form, is not
available as yet, is it?

Mr. ANDREWS. No summations have been made, and several of the
collectors' offices have not yet been visited.

Mr. KEELE. Can you tell us what tests or criteria are being ap-
plied1 ;by the American Foundations Service in assembling this ma-
terial*

Mr. ANDREWS. Their definition is very close to ours. We con-
sulted somewhat on it.

Mr. KEELE. So that they are proceeding on approximately the
same basis that you have given us here as your definition?

Mr. ANDREWS. That is correct.

Mr. KEELE. The definition of foundations, as stated in simple terms,
is that which has an endowment fund or a capital fund from which they
make grants or with which they operate in conjunction with making
grants, is that correct?

Mr. ANDREWS. Yes, and a separate board. I think that point is
important. Yale University we do not include in that list as a founda-
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tion because, after all, its endowment is ruled by its ordinary trustees
and not by a separate board of trustees. _

Mr. KEELE. You were going to make some comparisons for us be-
tween the assets of the foundations and their income, with certain
other figures, and I believe I interrupted you at that point. WIill
you resume. . . .

Mr. ANDREWS. Yes. I do think that comparison is important. The
American public, in general, regards foundations as a reservoir of
almost unlimited funds, able to do almost anything they wish with
these funds. o

If our figures are reasonably accurate, on the definition of a

foundation which we have given, these comparisons would seem to
hold: The Department of %ommerce, for example, has stated that
the American bill for tobacco and its products, Mr. Keele, is approx-
imately $4.4 billion a year. In other words, the American people
exhale in tobacco smoke every year more than the accumulated wealth
of all the foundations in America. ) ,

Turn now to the expenditures, Many foundations, as Dr. Hollis
has indicated, in their early years devoted their funds to relief ; the
aged were particularly a concern of some foundations.

Now, we spend out of tax funds under the social security program
for old-age assistance a %roximatel $1.5 billion a year for the needy
aged. It would take all the expenditures of the foundations that we
have indicated for 11 years, simply to pay the cost of care of the needy
aged, which now the Government handles out of tax funds.

Mr. KEEr.E. For 1 year?

Mr. ANDREWS. For 1 year.

Research has become the new focus of activity of many foundations,
and occasionally substantial grants are made for research.

For example, the Rockefeller Foundation announced in its 1940 re-
port that it had made a grant rant of $1,150,000 for a 18.4-inch cyclotron
for biological and medical research. As a, matter of fact, that cyclo-
tron, in its development, involved a major magnetic element which'
became, and I quote, "a key tool for the research which produced the
atomic bomb," somewhat to the surprise and, I think, the mixed feel-
ings of the Rockefeller trustees, but there it is.

ow, that $1,000,000 spent in research is a little more than twice the
total annual income of my own foundation. It is a very sizable sum
as foundation grants go. ) ) ]

But this Congress, in one of its last laws, Public Law 547, which
became a law on the 15th of July of this year, appropriated an addi-
tional amount of $2,987,000,000 for the Atomic Energy Commission
as sort of an outgrowth of this Rockefeller expenditure of $1,000,000,
roughly 3,000 times the amount that the Rockefeller grant in 1940 was.

ere it is perfectly obvious that the foundation in the research
field 18 able to do only the initial pioneering work, and that the grants
foamdations are able to make are relatively small in the economy of
today.

Oge other comparison, perhaps, I ought to make. I said we did
make a general study of phi anthropgf, and we found that foundation
expenditures amount to approximately 3 cents of the philanthropic
dollar in any given year in America today, roughly 3 percent of
philanthropic expenditures.
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Mr. KEELE. All right. May I ask you this : In calculating the
philanthropic dollar are you talking now about private philanthropy?

Mr. ANDREWS. In the philanthropic dollar we include only private
philanthropy, and we degne philanthropy in terms of the Bureau of
Internal Revenue; anything that is deductible on your private income.
tax we include in our figures.

Mr. KEFr.E. So that is exclusive of any moneys spent by the Gov-
ernment, either on research or for the alleviation of the aged or any-
thing like that? You are talking now merely about private giving?

Mr. ANDREws. I am, indeed.

Mr. KEELS. And the foundations' contribution to that philan-
thropic dollar is 3 cents; is that right?

Mr. ANDREws. That is approximately correct.

Mr. KEELE. I would like to suggest that perhaps this might be a.
good time to adjourn for lunch.

Mr. HAYS. The committee will be in recess until 1: 30.

(Whereupon, at 11: 55 a. m., a recess was taken until 1: 30 p. m. the
same day.)

AFTERNOON SESSION

Mr. HAYS. The committee will be in order.

Mr. Keele, will you proceed, please.

Mr. KEELS. Yes, Mr. Chairman.

Mr. Andrews, when we adjourned for lunch, I think we had pretty
well covered the question of the number of different-sized foundations
and some illustrative comparisons of the amounts they have at their
disposal with other amounts that are spent in various activities.

[ wonder if we could move on, unless you have something more to
add on that, to a description of the general types or chief types of
foundations. Would you enlighten us on that, please?

STATEMENT OF F. EMERSON ANDREWS-Resumed

Mr. ANDREws. Yes; I think it would be very helpful to describe
various types of foundations. Now, these types run into one another
to some extent. One foundation may be one type today and next year
may drift into the other type, but they are quite different in their
handling of problems, and our thinking will be clarified if we look into
these various general types. [ would mention six ty;ﬁs in all.

The first is the general-research foundation. ost of the large
foundations that are household words and most of those that Dr..
Hollis was mentioning are of this general class.

The Rockefeller Foundation, the General Education Board, the
Ford Foundation, the Carnegie Corp., the Carnegie Foundation for
the Advancement of Education, the Markle Foundation, the Common-
wealth Fund, and many others; there are altogether about 60 or 70
foundations, we figure,' in the United States which have assets of
$10,000,000 and more, not many more than that; a foundation with
assets of less than $10,000,000, if it spends only its income, hasn't
very much income to spend in any given year. ) ) )

Most, substantially all, of these large foundations are in this one
group of general-research foundations which we have been mention-
ing. They are the ones that are the heart of foundation activity and
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practice. Substantially all of them do publish full descriptive annual
reports. They operate in the goldfish bowl of public opinion. For the
most part they are very well run. ) ] o

No one individual, perhaps, would agree with all their decisions.
[ probably would not; IZou probably would not. But, so far as I have
been able to observe them, theirr trustees do the best job that they
collectively can do toward spending their funds for the purposes that
the foundation was created to serve.

Mr. HAYS. Excuse me, Doctor. How many in this first group that
you mentioned, approximately?

Mr. ANDREWS. Of the large foundations in this group, there are be-
tween 60 and 70 that have capital assets of $10,00§,OO or more.

Now, there are other smaller foundations that are also general-
research foundations that belong in that group, but the 60 or 70 are
the bellwethers, the leaders who do most of the work.

Mr. HAYS. Now, would you regard the Carnegie group as one, or
the 22 as separate?

Mr. ANDREWS. Well, I think you would have to distinguish in the
Carnegie group. For instance, the Carnegie Hero Fund would be
smaller and specialized and doesn't belong in this group.

Mr. HAYS. Generally we think of the Carnegie funds as large
foundations.

Mr. ANDREWS. But they are not all. Well, as to relative assets, in
our study of 505 foundations, we discovered that the 30 largest founda-
tions of the 505 held 48 percent of the assets of the whole 505.

Now, bringing that a little more to date and remembering that now
the Ford Foundation has become active and its announced assets are
in the nei%lborhood of $502,000,000, I would suspect, though I cannot
prove it, that close to 50 percent of the assets of all foundations are
embraced in at least the top 60 foundations.

So much for pers¥ective on the foundation problem, and so much,
too, for that group of general-research foundations.

A second class is the special-purpose foundation. These are created
to serve special individual purposes rather closely detailed, usually
in their charters or at least in a letter of gift. For example, there is
the LaVerne Noyes Scholarship Fund. These scholarships are avail-
able only to descendants of World War I veterans.

You have special purposes in two senses, only scholarships, and to a
particular group.

Another one that illustrates not only slpecial purpose but a special
urpose which failed is the small Samuel G. Davis Fund of Mashpee,
ass. It was established in 1930 to be awarded to Mashpee students

for "good, kind manners." By 1938 the trustees were petitioning the
court to use their funds for school construction, because, said the
trustees, and [ quote : "We can't find enough mannerly boys to reward."

So, we have the small sFecial—purpose oundations. Sometimes the
purpose is highly desirable and is valid for a long period; sometimes
the special purpose becomes obsolete and can no Ionger be fulfilled, or
at least cannot be fulfilled effectively for society.

The third group is the family foundation. That is a generic term,
They aren't all family foundations. Some of them are individual
foundations, but characteristically a family foundation is established
by a living donor.
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He may contribute to it year after year instead of making a single
grant-perhaps in his will. Other members of his family may also
contribute to it.

To a large extent it serves as a channel for current giving. Its
corpus may be built up, or it may not be built up very rapidly and it
may simply be a convenient channel for his current giving.

Now, as you know, individuals are now allowed to deduct 20 per-
cent of their income from their income tax if contributed to charitable
purposes. Very large estates are not being built up today to the extent
that they used to be. We thought at first when the high tax rates
came in, that there might be an end to the creation of substantial
foundations. The family foundation is to some extent a counterinflu-
ence. It seems quite possible that substantial foundations can be
created by these year-by-year accretions from individuals and families.

The family foundation has also some unfortunate aspects. In
our surveys we very often found that the family foundation had no
address but a lawyer's office, and that it was quite reticent about its
funds and what it spent them for, if indeed it did spend them.

We think that many family foundations are completely legitimate
and highly desirable organizations. We suspect that this committee
may discover some others which function mainly as a means of tax
avoidance or even evasion. We have no documentation on that because
we have no right of subpena, and simply received the information
foundations were willing to give us. I need not say that information
that may be damaging to the foundation ordinarily did not come to
our hands.

Mr. KEELE. May I interrupt you there a moment, Mr. Andrews, to
ask you what your experience has been in attempting to get informa-
tion from foundations, whether you met with reluctance or sometimes
refusal in your efforts to learn. I am speaking now of the general
range of the foundations.

Mr. ANDREWS. With respect to the large foundations in class 1,
almost without exception we received all the information we requested
promptly and fully.

With respect to the small foundations, we frequently experienced
difficulties in getting any information; information was declined, or
our letters were not even answered.

One word ought to be put in as to why some of these foundations
are legitimately not eager to have their names included in such lists
as we published in our study. 'A man who contributes to a family
foundation, and desires it merely to serve as his personal giving agent,
realizes that if it ever gets in a directory, every money-seeking organ-
ization in the country is going to bombard him with appeals, and he
will be under great secretarial expense and considerag e bad public
relations in refusing these appeals, which his fund cannot possibly
meet in any event. That is one reason for their not desiring to be
in a general directory, such as the Russell Sage Foundation study
presented, but that is perhaps only one reason.

Mr. KEELE. All right; I think that answers it.

Mr. ANDREWS. It should be said that family foundations have in
the past, and also will in the future, grow into class 1 foundations,
the general-research foundations.

Perhaps even the Rockefeller Foundation when it was initiated
might be regarded as a family foundation. The trustees were all close
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friends of Mr. Rockefeller, and the foundation offices were pretty much
combined with his own offices, and it is only in relatively more recent
years that the trustees have been much more diversified and the pro-
grain of the foundation often has very little relation, perhaps, to
some of the primary interests that were Mr. Rockefeller's.

In other words, the family foundation can grow into a general-
research and service foundation, and many of them will in the course
of time. They will lose the characteristics of contributing only to the
charities of the donor.

The next classification is an exceedingly interesting one and a fairly
recent development, the corporation foundation; that is to say, the
foundation established by a business corporation for charitable pur-
poses but, once established, legally distinct from the corporation.

To understand these corporation foundations which llq)ave been a
mushroom growth of the last 4 or 5 years, we perhaps have to look at
corporation giving for just a few minutes.

In 1936, the first year corporations were permitted to deduct up to
5 percent of their net profits if contributed to a philanthropic purpose,
and thereby avoid the corporation tax, corporation giving was re-
ported at $30,000,000 and remained in that low range for a number of
%fggrs. By 1945, however, corporation giving had leaped to $266,000,-

Indeed, since 1944 American business corporations made reported
gifts to philanthropic objectives which exceed in each year the total
collections of community chests, that is one measure of-what corpo-
ration giving has become.

Mr. KEELS. May we have that statement again. I would like to
catch that.

Mr. ANDREws. American corporations since 1944 have each year
given for philanthropic purposes more dollars than the total collec-
tions in those years of all the community chests in America. That is
a measure of how corporation giving has grown.

There have been tax factors in that, of course. I think I need
not remind the Members of Congress here, but perhaps the
audience, that the corporation tax rate is currently 30 percent on the
first 25,000 of net income, 52 percent on the rest, and then there is an
excess-profits tax for some corporations which adds 30 percent more,
or 82 percent on some portions of corporate income, so that a corpora-
tion in the excess-profits bracket can usually contribute up to its 5
percent on the basis of 82-percent tax reduction on that contribution.

It spends 18-cent dollars for charity, which is a charitable bargain
of which corporations are glad to take advantage.

Many corporations, in order to organize and systematize their
charitable giving, have organized corporation foundations. These
foundations may or may not have the same name as the cor}f)_oration.
They may or may not receive also gifts from members of the firm.

For example, the Bulova Watch Co. does have a Bulova Foundation.
It receives the contributions of the corporation and also contributions
from members of the firm.

The Rich Foundation, of the Rich Department Store in Atlanta, was
set up by members of the Rich family but has become also a channel
for the corporation giving of the Rich Department Store.

These corporation foundations have certain definite advantages for

the corporation.  For example, a corporation does not know what its
25677-53--3
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profits are apt to be until pretty close to the end of the corporate year.
It is then perhaps too late to give wisely the amount the corporation
decides to give.

It can, however, with a single check, place that money in the cor-
poration foundation, and it can then be spent with a little more con-
sideration of objectives and with more time to investigate the appli-
cants for the foundation's funds.

Also, social agencies as well as corporations have been worried at
the possibility that, if they are relying heavily upon corporation gifts
and a period of depression or decreased income does come along, cor-
poration gifts may nearly vanish.

We have not had a major red-ink period since 1936, when corpora-
tion giving first began to be tabulated and known; so, we don't know
precisely what will happen. But, recognizing this probability, some
corporations have in part organized their foundations as banks.

The International Harvester Corp. told me that the International
Harvester Foundation is to a considerable extent a "peaks-and-valleys"
foundation to which they can contribute in good years and equalize
their giving in bad years when they cannot contribute heavily from
current income. That seems to me an entirely legitimate and desir-
able use of the foundation forms.

We tried to find out how many corporation foundations there were.
We were aware of a tremendous growth in their formation. We did a
sampling study in our general survey of corporation giving, and if the
percentage which held for that sample does hold for all American
corporations-and there are 600,000 of them; we were unable to ques-
tion the whole 600,000, obviously-then there may be now not less
than 1,500 corporation foundations, most of them organized within the
past 3 or 4 years.

In January of this year there came across my desk alone, in Russell
Sage Foundation, 162 letters in that single month from corporation
executives or from their lawyers asking about ways and means of
establishing corporation foundations, and I am sure there were ac-
tivities in various other places where people who know something
about foundations could help them.

So this is a development which is recent and is exceedingly active at
the present time. In my opinion, it is on the whole a good develop-
ment. It takes advantage of the tax situation, of course.

[ would like to say one other thing while I am on the subject of
the tax situation, footnoting a remark of Dr. Hollis this morning.

You will remember that question was raised with respect to New
York University and the Mueller Spaghetti Co. 11 the avoidance of
taxation on the profits of the Muelﬁzr paghetti Co. because it was
being contributed to the Law School of New York University.

That was, [ am sure, intended as a historical note. It is no longer
true. The members of this committee, I am sure know that the Con-
gress passed in 1950 a revenue act which paid considerable attention,
and needed attention, to abuses or potential abuses in foundations.
It enacted in that year a provision that the profits of a foundation
would be taxed if the foundation engaged in activities not substan-
tially related to its exempt purposes. I think I ought to get this
fairly accurately, since it is important. Tax exemption is denied on
income in excess of $1,000 of a business enterprise not substantially
related to the organization's tax-free activities.
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The making of sphaghetti is not substantially related to the making
of lawyers, and the income of the Mueller Spaghetti Co. is taxed as is
the income of any other spaghetti company, currently. That is by way
of a footnote on the morning, to avoid what may have been a slight mis-
understanding with respect to the tax position of foundations at the
current time.

Now one other item on taxation which I ought to mention. Foun-
dations also are no longer allowed to accumulate sums unreasonable
in amount or duration.

That is an item which foundation executives have been puzzled over
a great deal, that word "unreasonable." It has not been very closely
defined as yet.

From the viewpoint of the foundation executive, most would agree,
I think, that foundations ought to spend their current income.

ticular year.

Plans may be laid for a major project which does actually require
the income of 2 or 3 years before it can be put on foot, or a plan which
seemed to be going through and for which an appropriation was put
on the book can actually not be spent because something goes wrong.
Perhaps a man dies or the project can't be pushed forwar§ as rapidly
as expected.

. There has been some fear among some foundation executives that
the interpretation of this "unreasonable" would be quite close and
they would suddenly find their tax exemption removed. There is
danger that through this fear they may be pushed into makin
expenditures which are not as wise as they could have devised, hac%
they expected a bit more time, and could be sure of a liberal interpreta-
tion of this term.

This from the viewpoint of the foundations with respect to a pro-
vision that in its general respects most foundations approve, and
would be glad to abide by. All they need is an interpretation of the
term that will recognize the practical difficulties of spending money
usefully and constructively.

I return now to groups of foundations, having been thrown off into
this tax angle by the fact that corporation foundations are to a con-
siderable extent benefiting from tax rates at the present time.

The next general class of foundations is the community trust. Dr.
Hollis mentioned the community trust this morning. It was pointed
out that the Cleveland Foundation was the first of these. They are
means of accumulating in one fund a great many small sums.

We have been concerned by the inef%ciencies of the creation of quite
small foundations. We think that a foundation that has an income
of perhaps less than $100,000 a year can scarcely afford the office ma-
chinery and the capable trustees, who usually serve without pay, to
spend that money wisely; that smaller funds, with less than this
amount to spend per year, might well consider the possibilities of unit-
ing in some larger unit so that administrative expenses would be,
minimized and there would be an opportunity on the part of this
larger unit to look more carefully into the possibilities of effective
expenditure of the combined funds.

And, of course, the community trust is one such device. There are
about 90 functioning community trusts at the present time. Most of
them are in individual cities and usually bear the name of that city.
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Most of them have been organized largely at the instance of banks
which hold their funds and turn over the income from those funds to
the distribution committee of the community trust.

Nearly all of them have one important and useful provision, that
if the purpose for which the individual fund was set aside can no
longer be effectively fulfilled, the donor agrees that the community
trust distribution committee shall have the right to change that dis-
tribution into a channel as close as possible to the original purpose.
It is a sort of in-built Cy pres provision, and in our opinion a very
wise one.

As to the size of the community trust movement, the largest of the
community trusts is the New York Community Trust, which
has over 100 separate funds. The assets of all the community trusts,
accordin% to a survey conducted by the New York Community Trust,
were in the beginning of this year $110 million, their expenditures
for last year were approximately $5 million.

They are not yet a very large element in the foundation field, they
are a useful example. They are subject to a degree of community con-
trol that for trusts organized for community purposes is important
and desirable.

Perhaps one should mention the so-called Common Good funds in
Scotland, by way of comparison. In Scotland there have been organ-
ized for now many years what are called the Common Good funds.
They function for general community purposes in the Scottish towns
in which they are organized and they become the recipients of the
funds that come to the court from persons dying intestate with no
heirs, unclaimed funds in banks, and the recipients, too, of funds
which persons may will to them.

They are community funds, too, and it might be that in American
law the community trusts could also become the recipients of some of
these wayward funds for which now distribution is somewhat difficult.

The final and sixth of the group of foundations is a unique example,
the National Science Foundation, the only foundation that is or
zosani.zed and surpported solely by the United States Government. The

mithsonian Institution has certain governmental entanglements,
shall I say. The United States Government has, its funds and pays
interest and has certain memberships in its board of trustees.

But the National Science Foundation survives on appropriations by
the Congress and is the only national foundation. Obviously it does
not come within the proper purview of this committee, since its tax
exemption is not a question to be raised; it lives on tax funds.

But nevertheless something should be said about it because of its
potential effect in helping organize the foundation field. The National
Science Foundation was established on the 10th of May 1950, for,
and I quote from the act, "research in the mathematical, physical,
medical, biological, engineering and other sciences, and so tIc))rt S

There is in that list a significant omission. The social sciences do
not appear.

Many of you remember the long debates, when the National Science
Foundation was in progress of organization, on the inclusion of social
sciences. There was considerable resistance in the Congress to their
inclusion, and the final decision appears to have been reached not to
include them by name, but not to exclude them. They could in the
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future be included under other sciences. But in fact the program of
the National Science Foundation currently is concentrated upon the
ph¥sical sciences. ] . ]

he act limits the annual income of the National Science Founda-
tion to $15 million. The appropriation for the current year, I be-
lieve, was $4,750,000. o o

The National Science Foundation is in a key position to do an
exceedingly useful job of coordinating research activities among the
general foundations. It is already doing useful work in compiling
a directory of research personnel, and it could very easily become a
center for clearing on projects which the independent foundations are
undertaking so that unnecessary duplication would not occur. )

That covers what I call the six groups of foundations. _You will
see they are not necessarily distinct and separate groups. They slide
over one to the other, but they do have quite different characteristics
in operation, and I thought it might clear up our thinking, if we
pointed out these major divisions.

Mr. KEEr.E. Mr. Andrews, you spoke of the fact that the first group,
they limited their activities largely to research. And in the second
,group you spoke of those with special purposes.

Are you in a position to say what the majority, if there is a ma-
jority, trend at least in the family foundation as to the line of endeavor
they take in their activities?

r. ANDREWS. We do not have enough information about enough
of the many family foundations to give you proportional statistics.
Our impression from observing some of them in action is that such a
foundation usually starts as a %)ersonal organ of giving, and its gifts
can scarcely be distinguished from the sort of giving that any indi-
vidual makes.

It will probably contribute to the community chest and to the Amer-
ican Red Cross and to polio and to heart and to cancer and the like.

As its funds grow and as perhaps its trustees Erow in experience, it
may branch into somewhat more, shall [ say, sophisticated giving, that
is, giving which looks a little more at the roots of social disaster.

Let's think of three possibilities in giving. One is to get people out
of trouble once they are in.  The second is to keetp eople from gettin
into trouble. The third is to get at, the roots of things which woulg
cause them to fall into trouble, and to give people the possibility of
iieyelopmg to the full all their potentialities for useful, happy, creative

iving.

M1ig KEELE. I take it from what you have said here that the family
foundations in their first phases at least are apt to contribute to the
first group or method of giving, that is, palliative giving rather than
th%/lprophylaxis or the preventive basis.

r. ANDREWS. Yes.

_Mr. KEETE. Allri ght. Now what with reference to the corpora-
tion foundations? Have you been able to determine any trend in the
tyyﬁ/? of activity in which they are engaged?

r. ANDREWS. Yes; there we have quite detailed figures. Unfor-
tunately the figures apply to corporation gﬁving rather than specifi-
cally corporation foundations, but I think it may be said that the
same proportions probably follow in general.
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Corporations at present are still giving to rather traditional causes
for the most part. We even have percentage figures which [ will read
in half a second.

The corporations in our random sample gave 44 percent of their
total reported gifts to welfare agencies, an§ nearly all of that went
directly to community chests. Indeed, 36.2 cents on the dollar of
corporation giving went directly to community chests.

Health agencies received a little more than a quarter of the corpo-
rate dollar, 26.6 cents of the corporate dollar. Education received
about a fifth, 21.2 percent, of the corporate dollar.

Religious agencies received only 4 cents of the corporate dollar; and
the reason for that, I think, is obvious to you. A corporation has in
its board of directors and among its stockholders persons of diverse
faiths, and they find it difficult, at least, to contribute to sectarian re-
ligion, and do not contribute very much.

This is unlike the individual. Individual giving, we find goes
nearly 50 percent to religious agencies, corporation giving 4 percent.

Then we were unable to pinpoint the remaining 4 percent, 3.8 cents
of the corporate dollar.

We believe that the corporation foundations follow this pattern
to a considerable degree, but because it now is a foundation and may
have on its board of trustees not only the corporate directors, but may
draw in from the outside persons familiar with the areas in which
the corporation desires to contribute, that segment of corporation
giving may be beginning to change.

Every corporation has certain areas in which it has special knowl-
edge and where it could make a gift that could not be duplicated by
perhaps any individual or any other corporation. Let me give you
one example.

I have already mentioned.the Bulova. Foundation set up by the
Bulova Watch Company. The Bulova Foundation has set up the
Joseph Bulova School of Watchmaking in Long Island. That school
trains watch repairers. It takes as students and gives, free tuition to
only disabled veterans.

[ visited the school and found many wheel-chair cases, paraplegics,
being trained in that school. Now watch repairing is one of the few
jobs that a wheel-chair case can handle as efficiently as a man with all

is normal limbs. These disabled veterans are being given a trade
at which they can work effectively instead of being wards of the
Government for the rest of their lives, having to live in a wheel chair
with no active means of self-support. They are being returned to
useful lives, they are becoming taxpayers all over again. True, they
do continue to receive disability pensions, but they are also beginning
to 11\3Ie1y taxes.

ow, only the Bulova Company and two or three other watch manu-

facturing companies in this country would have been able to under-
‘(tiake that particular philanthropy. They have the know-how, others

0 not.

Similarly one would hope that as corporations grow in experience
in giving, the corporations which have a particular concern for trans-
portation, the motor companies, the railroads, the airlines, might have
a particular concern for city planning, for studies of parking, for
Travelers Aid and other philanthropies in their area.
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We hope that private business enterprise as it contributes to private
welfare enterprise will use the imagination which has brought private
business enterprise so far in devising new and constructive ways of
contributing to private welfare, making that imaginative and creative
and effective. And the corporation foundation is a well-devised instru-
ment for this purpose if it is well run with trustees who have time and
facilities for doing the extra study that is necessary for such creative
programs.

r. SIMPSON. Mr. Andrews, I am very much interested in your
summary. It is educational to all of us, I believe.

[ am concerned about several matters I need some more information
on, and one of the first has to do with this trend toward corporation

iving.

& YOlgl mentioned that one advantage of a corporation giving to a
foundation was that perchance there might be a bad year economically,
there would then be a reserve which could be dispersed more timely.
Our tax law in denying the right to accumulation under that subjective
interpretation as to reasonableness could if interpreted strictly, elimi-
nate that possibility of delaying benefits by voiding accumulation
necessary for hard times.

Mr. ANDREWS. Mr. Simpson, I think not. The gift of the corpora-
tion to the corporation foundation is not income to the foundation.
It is an addition to corpus, and therefore, does not come under, in my
opinion, this rule against accumulation.

Now when that corpus begins to realize income, then the income from
the corpus must be spent.

Mr. SIMPSON. Then when you referred to that figure of 46 per-
cent, [ believe it was, to which the corporations are now contributing,
were you referring to a corpus contribution?

Mr. ANDREWS. No, that was actual expenditure.

Mr. SIMPSON. By the corporation?

Mr. ANDREWS. By the corporation or its foundation. In our ques-
tionnaire both items were reported as expenditure.

Mr. SIMPSON. Then you Mink this matter of interpretation as to
reasonableness would not affect the distribution in hard times?

Mr. ANDREWS. It will not affect the distribution when the corpo-
ration gives money to a separate corporation foundation, because it
then becomes corpus and not income.

Mr. SIMPSON. Can we agree that when times get bad the corpora-
tion would be far less likely to make a contribution?

Mr. ANDREWS. I think we certainly can agree on that. .

Now I have talked to many corporation executives on that subject
and pointed out the dangers, and they all recognize them, and most
of them say, "Oh, no, our philanthropic contribution is one of the
last things we will reduce."

But I have also examined the records of corporations which hap-
pened to have a bad year, even though the country as a whole was
not having a bad year, and-it is my opinion that philanthropic con-
tributions in a bad year for that particular corporation will be heavily
reduced in most corporations.

Mr. SIMPSON. Of course, I think you are right on that. I think
that is a practical approach and it is the approach that would prob-
ably be used.
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Well, now the money that a corporation gives for charity comes
either from what would otherwise go, in the final analysis, as divi-
dends, or as taxes to the Federal Government.

Mr. ANDREWS. Well, it may be useful to give you two extremes we
met in our study of corporation giving in %hat respect. The resi-
dent of one corporation wrote us a very warm letter and said, " orpo-
ration giving doesn't make any sense at all. Any money we would
give has to come either from dividends of stockholders, the wages
of employees, or be reflected in a higher price for our product.”

Now, that has a certain amount of logic in it. I think it is not
the whole story, bowever, and let me give you an opposite extreme.
This comes from the person in charge of corporation giving of one
of our largest corporations. He does not wish to be named. He
said: "If we establish an operation in a remote section in Brazil, we
must set up all the welfare services ourselves. We build a school,
we build a hospital, we supply the nurses, we pay the doctors, we may
even build the church, we build the roads, and we do this not because
we are philanthropists at heart but because we know we cannot have
a profitable business operation in a community where these services
are not available. And," said he, "in America, of course, we don't
occupy this whole 360-degree circle of philanthropy. At present we
occupy perhaps 45 degrees of the circle but in my opinion American
corporations for their own good need to occupy a great deal more of
that circle, perhaps as much as 180 degrees of that circle, because the
large private donor is being so hit by taxes that his contributions
are diminishing, and corporations have to help to fill that gap."

So there are these two points of view, and one is that corporation
gifts benefit the corporation so that it is not a deduction, or not wholly
a deduction, from corporate profits.

Mr. SIMPSON. You touched on the matter of corporation as a part
of a training program, creating a foundation which tends to serve
that corporation or that business in which that corporation is engaged.

Do you commend that as a policy; and if so, how would you limit
it? To help give you an idea of what I am driving 'at, you said with
respect to the watch industry it is good where a crippféd veteran is
involved. I ask you would you apply that same reasoning to a rail-
road company which wanted to train flagmen or engineers or track
workers? ~ Where would you limit the corporation in getting a deduc-
tion. on account of contributions for charity when used under those
circumstances?

Mr. ANDREWS. I think, sir, that no deduction should be granted if it
is training its own employees, and I erred in Rot making clear the very
careful distinction on the part of this watchmaking school.

No graduates of this school are employed by the watchmaking com-
pany. They are watch repairers who go out in various independent
watch-repair shops all over the country, but because of this difficulty
which you foresee no employees of that watchmaking school are
employed by the Bulova Co.

Mr;) SIMPSON. Are they barred from employment by that com-
pany*

Mr. ANDREWS. I don't know that they are barred. There are four-
hundred-odd graduates and none of them has been employed. I
think the company would discourage employment for the reason that
you stated.
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Mr. SIMPSON. Now, one other general subject. What relationship,
if any, have you discovered between the eftect of Government upon
the use of foundation funds; that is to say, does Government influ-
ence what foundations spend?

Mr. ANDREWS. Yes. The things that Government does founda-
tions don't need to do. .

Mr. SIMPSON. Let's take it the other way. What the foundation
may do Government frequently can't do. Now, to what extent does
Government influence foundations to do what Government can't do?
If I don't make clear what I am driving at, [ will try to rephrase it.

Mr. KEEr.n. Let me interject this: I think that I may have given
the impression that Mr. Andrews had finished with his testimony. It
was only that phase of it, Mr. Simpson, and I think he is later
going to discuss the fields. _ _

Mr. ANDREWS. | plan to discuss that fairly extensively.

Mr. KEELE. A little later.

Mr. SIMPSON.  All right. Let him go ahead.

Mr. KEELS. | did give that impression. It was only on that phase.,
and I think it is well that you put your questions as you did, but on
that particular question I think you are going to cover that, are you
not, Mr. Andrews, in a later period?

Mr. ANDREWS. Yes, Sir.

Mr. KEELE. Any other questions from the committee on this phase?

Mr. GOODW N. Mr. Chairman, one question with relation to cate-
gory S5, community trusts, whether or not there is a tendency of any
segments of the ordinary Community Chest or community-fund move-
ment to assume the characteristics of the community trust.

Mr. ANDREWB. Yes, sir; there is some tendency.

In Rochester, N. Y., the Community Chest is substantially a com-
munity trust, and. there are Community Chests in various cities which
have accumulated some funds, and to that extent they are serving the
same function as the community trust.

I personally think that Community Chests and community trusts
should work in quite close collaboration, and usually they do. A Com-
munity Chest, for instance, is sometimes asked to handle such a fund,
and for the most part they have said, if there is a community trust
available, "Yes; we want your contribution, but won't you please make
it to the community trust and they will give the income each
year to us."

But the two do serve the same purpose, except that the chest is for
current expenditure and the trust for accumulation of funds of which
the income shall be spent. They should be closely correlated, and
Community Chests and Councils, the national organization, is making
great efforts at that proper correlation.

Mr. HAYS. Just to clear up the figures you quoted, corporation
contributions, you said that sum exceeded last year the contributions
to the community chests of the country?

Mr. ANDREWS. Yes, even though corporations give the community
chest nearly 40 percent of what the community chest received, even so
the total | 1

Mr. HAYS. That figure shows up in both figures?

Mr. ANDREWS. That is correct.

Mr. HAYS. The Community Chest total includes that 40 percent of
the corporation gifts
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Mr. ANDREWS. That is correct.

Mr. HAYS. Go ahead, Mr. Keele.

Mr. KEELE. Supposing, then, we move to the manner of setting up
foundations, Mr.. Andrews.

. Mr. ANDREWS. Dr. Hollis has already given you some of the facts
there. I will briefly review them.

There are in general three ways of setting up a foundation. The
first and least usual one is by special act of Congress.

Only a few foundations have such special acts, and I imagine the
Congress would not be eager to indulge in the many special acts which
would be required if all foundations had such acts. Examples are
the Carnegie Institution of Washington, the General Education
Board, the Carnegie Foundation for the Advancement of Teaching.

A second way o%setting up a foundation fund is to organize it as
a charitable trust under a will, resolution, or instrument of trust.

An example of that is the community trust we have just been dis-
cussing. These trusts are set up under State laws. They take ad-
vantage of the Internal Revenue Code provision 162 (a) rather than
101 (6) for their tax exemption. Most of them are smaller than the
third class I shall discuss soon, but there is no reason why they can't
be large also. There are certain advantages in the trust form, certain
other advantages in the membership corporation form.

By far the commonest form of organization is incorporation under
the laws of a particular State, as a membership nonprofit corporation.
Most of the foundations we have been discussing are so organized.

The incorporators are usually the original board of trustees. They
secure exemption by submitting to the collector of internal revenue
their charter and any other pertinent' documents, a record of their
finances, their expenditures IEc))r ayear. Usually they do not succeed
in getting that exemption until 1 year of operation has taken effect.
That is the commonest form of foundation organization.

I, perhaps, ought to add that such foundations may be organized
by living donors or they may be testamentary, or they may be testa-
mentary with delayed effectiveness. That is to say, the will may set
up the foundation but living beneficiaries may have its income for a
period of years until their deaths.

Mr. KEELE. Now let's move on to the question of methods of han-
dling endowments.

By that [ mean a discussion of those which are in perpetuity, those
where there is an optional disbursement of endowment or principal
as well as endowments, and those which are limited specifically.

Mr. ANDREWS. Well, I should like to begin with one variation of
the first, the accumulating foundation. This, was mentioned briefly
this morning.

A very few foundations are required to accumulate their income and
to maintain their capital for a period of years. Dr. Hollis men-
tioned the Franklin Foundation and what it has done. I would like
to give you a few financial statistics on what happened.

s you know, many people have been fascinated by the theoretical
ossibilities of compound interest over long terms of years. Here we
ave one example. Let's take only the Boston experience. We could

add the Philadelphia one, but let's abbreviate it.

As you heard this morning, Benjamin Franklin bequeathed to the
town of Boston £1,000 sterling, roughly $5,000. The first part of that



TAX-EXEMPT FOUNDATIONS 37

sum, one hundred one-hundred-and-thirty-firsts of it, the large part,
was to accumulate for 100 years, from 1791 to 1891. For some reason
they didn't get around to toting it up until 1894 at which time that
original sum, about $3,800 of the original $5,000, had grown to $329,-

300.

The Franklin Technical Institute was begun in 1906, and by the
time it was completed the funds available were $438,000. That is part
1 of that Franklin fund. )

Now, part 2 was a small sum, only thirty-one one-hundred-and-
thirty-firsts of the original $5,000, only $1,200 roughly in 1791. That,
however is to keep on accumulating until 1991. _ )

I checked with the director of that fund last week, asking him what
the accumulation now was from this $1,200. He had figures only for
the first of the year. $1,200 had grown to $1,077,185. In 1991, what-
ever that sum may by that time be is to be divided between the town of
Boston and the government of the State.

The Duke endowment also was required to accumulate 20 per-
cent of its income until it should have an additional $40 million.

Looking at the theoretical side, of course, such accumulations over
long periods of years make absolute nonsense. Invest $1 at interest
compounded annually at 5 percent, in 100 years it becomes $131.50, in
500 years it becomes 839 billion, in 1,000 years it becomes theoretically
a figure 22 digits long.

Obviously we cannot have accumulations over long periods of years.
Either the principal has to be dissipated or chances for investment
disappear, so probably wisely there is this rule that we have referred
to several times against unreasonable accumulation.

Mr. KEELE. There was a limitation, was there not, on the length of
f‘gime t}plat the Duke funds should accumulate, until it reached a certain
igure:

glI\J/Ir. ANDREws. Yes; it was toward a figure rather than a year. So
much for accumulating foundations.

[ assume none of them are now beingl set up because of the 1950
Revenue Act. I don't know what effect that revenue act may eventu-
ally have on the Franklin Foundation. I have not found out whether
it has any effect on that.

We go to perpetuities. As Dr. Hollis said this morning, many of
the older foundations are set up as perpetuities. In them the trustees
are permitted to spend only the income.  And under the 1950 Revenue
Act they are compelled to spend substantially the income. _

Then we have the half-way group which are sometimes called discre-
tionary perpetuities. They are set up so that they can be perpetuities
but under various ,~ rovisions the trustees have the right to spend out of
Brincipal. The first important discretionary perpetuity was the

eabody Education Fund established in 1867.

In that case Mr. Peabody provided that after 30 years the trustees,
by a two-thirds vote could spend the principal and in fact the Peabody
fund has been dissipated and no longer exists.

Most of the Rockefeller benefactions are discretionary perpetuities,
any in many cases the trustees have been spending heavily out of
capital. I believe all of the Carnegie benefactions are perpetuities.
Other foundations differ.
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If there is a trend, it is toward discretionary perpetuity so that the
tll"lustees have at least the privilege of spending capital if conditions
change.

Conceivably, for example, interest rates might heavily drop, and of
course a perpetuity is of no value whatever if interest rates approach
zero, because it has no income. Or the value of the dollar may change
drastically, and if the dollar depreciates in value, then the income of
the perpetuity decreases in effectiveness.

Finally there are the liquiding funds. Those are foundations in
which the trustees are obliged to spend both capital and income by a
stated period.

Mr. Julius Rosenwald was perhaps the most vocal of the propo-
nents of liquidating funds. He thought that the present could not fore-
see the needs of the future, and that present profits should be spent
largely to take care of present needs. He provided that his trustees
should liquidate the Rosenwald Fund within 25 years of his death,
and the Rosenwald Fund was in fact ended in June 1948, and no longer
exists.

Mr. KEELS. I would like to have you discuss for the committee here
some of the problems of the staffing and administration that confront
the foundations. How do they go a%out their business? How do they
get their trustees? How do they get their operating staff, and related
problems of administration?

Mr. ANDREWS. The trustees of a foundation are the foundation
legally. If it is a membership corporation, they are usually the only
members of the corporation. The whole power of the foundation
resides in their hands.

The trustees are appointed by the original donor if he is living, or
often the manner of their appointment is indicated in his will. How
they organize thereafter depends upon the purposes and the size of
the foundation.

Mr. KEELE. Mr. Andrews, if I may interrupt, [ have suggested to
the committee that we take say a 5S-minute break. I think there is a
good hour yet before you go, and my guess is that you would like a
S-minute recess. If so, we will take a 5-minute recess.

(There was a short recess.)

Mr. HAYS. The committee will be in order.

Mr. KEELE. All right, Mr. Andrews, will you resume at the place
where [ interrupted you?

Mr. ANDREWS. We had started to talk about staffing and adminis-
tration, and I had said that the trustees are the foundation and the
way they organize thereafter depends in part upon the purposes of
the foundation and in part upon its size.

If it is a foundation which makes grants primarily and is a small
foundation, then the trustees themselves may be the whole foundation.
They perhaps meet two or three times a year, consider all the requests
for grants that have come in to them or any ideas they themselves have.
They may not even hire a secretary. There may be no expenses liter-
ally. The foundation is run just by the trustees.

IYought to say at this point that the trustees usually are not paid.
That is not the universal case, but payment of trustees is frowned
upon in general.

The Carnegie Corp. trustees originally were paid $5,000 a year.
They themselves voted against such payment. There are exceptions.
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The trustees of the Duke Endowment receive 3 percent of the in-
come of that foundation, divided among themselves. There are a few
other similar instances. ) ) ) .

One hopes that a trustee has sound business judgment, experience in
various fields in which the foundation may operate, and social vision.
They are not very different in character from the trustees of colleges
and universities and museums. They are the same sort of people and
sometimes they are the same persons as I think Dr. Hollis pointed out
this morning. )

For the larger foundation, the trustees cannot perform all the,
functions themselves or, if they try, they are perhaps being unwise.

For the slightly larger foundation, they need an executive and per-
haps 'a secretary who will handle routine correspondence, who will
pass first judgment on requests for contributions, and bring to them
the more promising of the proposals for their decision, and do the
final work of sending out the checks and reporting on results.

For the large foundation, even though all its funds may go in

rants, a considerable staff is advisable and necessary. A very large
foundation may get as many as 1,000 requests for grants in a week.
That was the experience of the Ford Foundation recently, I believe.

In addition to the sheer mechanics of handling those grants, the
large foundation has a responsibility for looking into the fields in
which it ou§ht to be operating, in some cases initiating projects that
need to be done, because not all the necessary projects come in the
form of requests from the outside. A foundation may often need to
initiate some of these projects, find the right people to do them and the
rigll‘lt organizations to control their doing.

here is no training school for foundation executives that I know of.
Training has come about almost by accident. Men are drawn from a
wide variety of fields, but chiefly from education. They are, as I know
them, a fine group. There are exceptions, of course.

A foundation may operate in one of three ways, or a combination
of them. It may be a grant-giving foundation, and most foundations
are that. They do not direct operations themselves except prelimi-
nary research to explore the possibilities. If so, their problems are
relatively simple.

Or it may have an ad hoc staff. It may collect staff for particular

projects as it sees those ?rojects necessary, and disband that staff
when the project is completed.

Or it may be a full operating foundation which makes no grants.
That 1S true of Twentieth Century Fund, with one or two exceptions.
It is currently true of my own foundation and of several others.

In that case the foundation initiates the project, carries it through
with its own staff, arid has at least a nucleus of permanent staff.

There are various advantages and disadvantages to all these forms
of operation. The purpose a foundation has in mind is probably the
deciding factor.

In the case of the grant-giving foundation; there is a certain dis-
continuity. Once the project is completed, it might have been useful
to ﬁive that little additional push in that field that miight have re-
sulted in major accomplishment. But the project is completed, and by
the time the trustees meet and the wheels begin to roll again, the
opportunity is lost.
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On the other hand, the operating foundation sometimes finds that
research staff gets so tangFed up in committee responsibilities and
putting on this extra push I have been speaking about, that a good
research man becomes a public speaker and a committeeman, and
there are losses there as well.

With respect to the grant-giving foundation, great care must be
taken, in my opinion, as to the handling of these grants. Once the
grant has been made, the foundation should keep its hands off. It
should not attempt to control the findings.

It should take care to select a problem it wishes studied. It should
take care to select competent personnel to study the problem. But
then in my opinion it should keep hands off; it should not attempt to
control the findings or in any sense limit the distribution of those find-
ings when made. It should exercise what we have come to call aca-
demic freedom with respect to its grantees.

Mr. KEELE. Might [ ask what the practice has been with reference
to allowing the grantee complete freedom once the grant has been
made. You said_ that should be their policy. Do you know what the
policy generally has been with foundations in that respect?

Mr. ANDREWS. In general that has been their gohcy. There are
degrees, however. Each foundation has a responsibility to see that its
funds are not wasted. It does need to follow up its grants to the extent
of seeing that the funds are applied to the purposes originally
intended.

And there is therefore a very fine line between the follow-up which
the foundation ought to do both for efficiency and to guide its own
policies in the future, and this academic freedom which I think is
important.

ost foundations have come fairly close to what I would define as
that line. Others might place the line a little to the right or the left
of where I would place it.

Mr. KEELE. In other words, it is not an effort to control the results
so much as, to ascertain whether or not they have wisely allocated that
money, and to avoid waste or obvious waste of their funds; is that
not the case?

Mr. ANDREWS. Yes.

Mr. KEELE. It is not an attempt on their part as [ understand it so
much to arrive at a result or a preconceived goal, but rather merely to
police the matter in the question of the wise, expenditure of the money,
and for their own information for future action; is that correct?

Mr. ANDREWS. Yes.

Mr. SIMPSON. Mr. Keele, I have a question there. I am concerned
about this point right here. I just cap't conceive that millions of
dollars coulé) be spent without their being a mistake made somewhere.

Do [ understand that even if a mistake is recognized on the part of
the grantor with respect to the use of the money, that they shouldn't
interfere once having made the grant?

Mr. ANDREWS. | think we have to define that word "mistake."

Mg SIMPSON. May I attempt to, to bring to a head what I have in
mind.

A grant is made to some kind of a study and the chap who is doing
the work turns out to have misrepresented and to be writing some
literature which greatly praises the Communist form of government,
and the directors of the fund learn that, and they did not intend that.
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Would you or would you not think that they should follow through
and interfere there?

Mr. ANDREWS. I think in an extreme case of that sort the right to
interfere probably should be reserved to them. o

Mr. SIMPSON. Then this academic freedom does have a limit?

Mr. ANDREWS. Yes; a practical limit.

Mr. SIMPSON. That's all.

Mr. KEET.E. But if they make a mistake in the sense that they see
that it is not %oing to turn out as they had hoped, aside now from
the ideological point of view, but if the practical results may not be
what they had hoped they would be, so long as the research is carried
along the lines they had expected, they probably would not interfere,
would they?

Mr. ANDREWS. They should not. Let me give an example. The Ford
Foundation is at present financing an experiment in teacher training.
People have been very much concerned about teacher training for some
years. One group feels that there has been an overemphasis on the
technical trainin% of teachers to teach, but not enough emphasis on giv-
ing them something to teach. In other words, the courses on educa-
tional psychology and the like have been overemphasized.

In the State of Arkansas at the present time the Ford Foundation is
financing an experiment whereby teachers receive 4 years of substan-
tially liberal arts education, background information, and 1 year of
what amounts to an apFrenticeship in teaching.

That is somethin g of a departure from past practice when teachers
in training receive a majority of courses in the field of technical.
education itself. It may work, it may not work. I think the Ford
Foundation would not have adopted the program if they had not
felt that it would work. But I think, too, that if it does not work,
they are bound to accept the results that occur, and to carry the pro-

ram throuih until there is convincing evidence whether it does or
oes not work.

Mr. KEEr,E. Mr. Andrews, the foundations usually have a wide lati-
tude, I gather, from examini&ﬁ their charters, in the activities in
which they wish to engage. ill you tell us from your experience
and knowledge of the subject the areas within which they have chosen
to work so far as the trends are concerned.

Mr. ANDREWS. Various attempts have been made to put dollar values
on these fields, and I think tha? is a mistaken effort. = For instance, a
foundation might contribute $10,000 to a laboratory in a college in
Tokyo. Now is that a contribution to research or to education or, if
it is a medical laboratory, to medicine, or to international relations?

It is obviously all of those things, and where we classify it de-
pends upon the judgment of the person who is doing the designating.

So when we did our survey ot foundations, we didn't attempt to
put dollar labels on these fields, but we asked each of the foundations
to what particular fields they devoted at least 15 percent of either their
money or their efforts, in case there were operating foundations. I
will give you those figures.

You will recognize that these are percentage figures and that they
will run way over 100 percent, because a foundation might have had
three or four 15-percent choices in its programing.

We did not include physical sciences in our survey, because our
study was called American Foundations for Social Welfare, and we



42 TAX-EXEMPT FOUNDATIONS

excluded the foundations devoted solely to the physical sciences.
However, you will have the physical sciences discussed by Mr. Bush
in a day or two so that that won't be a permanent exclusion, but it is
for my figures.

Of the foundations, 335 in number and including most of the large
foundations who filled out our questionnaire, 48.7 percent said educa-
tion was a major interest, a major interest demanding anywhere from
15 percent to 100 percent of their attention. That was the highest.

Social welfare was claimed by 44.8 percent. Social welfare, how-
ever, was something of a catch-all. Obviously the foundation that
took care of crippled children or administered relief probably used
that as its catch-all.

Health, 38.5 percent, and I am certain that the foundations which
supported health gave more money to that purpose than the
social-welfare group because of examining the names of the founda-
tions concerned and knowing the concentration of their program.

However, these three are the only three important areas selected
by any of the foundations-education, health, social welfare.

Minor items : Recreation, 15.2 percent. Many of the community
trusts selected recreation, for obvious reasons, since they are com-
munity foundations, and care of parks and children's activities, ac-
count for a good portion of their funds.

Religion, 11 percent; international relations, about 8 percent; race
relations, about 8 percent; government and public administration,
about 6 percent; economics, about 6 percent; miscellaneous, some 4
percent, and that covered items that I couldn't include, in these
other categories, such as public opinion polls and forestry and the
like.

It is likewise significant that out of these 335 foundations,
29 were changing programs at the time our questionnaire reached
them, so that they could not specify their program. That is an indi-
cation of substantial changes in programs to meet what the founda-
tions regard as new needs on the part of nearly 10 percent of the
replying foundations.

Mr. KEELE. What have been the chief fields of activity of the
lar~ Et foundations during the past years since their i (111172

Let us say that beginning with the Carnegie Foundation or the
Carnegie philanthropies about the turn of the century, what have
been tl%e primary fields of endeavor of the larger foundations?

Mr. ANDREWS. If we have to summarize in very broad terms, medi-
cine and health received tremendous emphasis among early founda-
tions, and to a large extent still do, though funds for those purposes
are now available increasingly from other sources.

Education from the very beginning was a great money recipient
from foundations, and still is. Then in the field of welfare, there has
been a swing. In the early days welfare was interpreted as taking care
of individual needs, care of the aged, care of widows, children, cripples,
and the like.

More recently those needs have been increasingly met out of Gov-
ernment funds and out of contributions of private donors and founda-
tions have increasingly turned to welfare research, to finding the causes
of these difficulties.

Perhaps this is the moment for the cliff story which seems to me
to illustrate this shift. This is an old story and not mine, though
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[ have never found where it originated. It is about Eeople living
in a village underneath a great cliff. At the top of the cliff there
was a busy highway. People were always falling off the highway down
to the bottom of the cliff, and the villagers took care of them. They,
even bought an ambulance to take care of them better, and they were
very busy.

ne dgy an old man said, "Why don't you go up to the top of the cliff
and build a fence?" But they were so busy taking care of the wounded,
their cries were sharp in their ears, that they just didn't have time
to &Iet to the top of the cliff and build that fence.

ell, now Government in the Social Security Act and other meas-
ures is to a large extent taking care of the people who fall off the
cliff, and running the ambulance at the bottom. Increasingly founda-
tions are getting to the top of the cliff and trying to build some of that
fence of prevention.

Mr. KEELE. Well, I think that leads naturally into a discussion
of what we might call foundation doctrine on methods.

The shift has taken place, as [ understand it, in the grants made, or
the general trend of the grants made, by the foundations, which you
have just indicated in generic terms, and [ wish you would discuss
with us the foundation doctrine, shall we call it, the risk- or venture-
capital theory of philanthropy, in very general terms.

r. ANDREws. At this point [ would like to make it perfectly clear
that, as far as facts are concerned, they are facts from Russell Sage
Foundation studies. We now enter opinion, and the opinions have
to be mine. The foundation financed my studies in this area, but I
would hesitate to make it responsible for all my opinions. These
are individual opinions.

I do think that foundation funds are venture capital, venture capital
in the sense that few other funds in society today can claim to be.

The nature of that venture capital has somewhat changed. I have
already suggested the shift from relief to research. It is also now
important to distinguish between kinds of research, perhaps. Again
a few figures.

These are taken from the Steelman report, the Government report
Science and Public Policy, by Mr. Steelman, and they concern research
funds in the natural sciences. I will try not to give you statistical
indigestion and therefore confine them to just 2 years.

In 1930 the Federal Government contributed to research in the
natural sciences $23,000,000. In 1947, excluding Atomic Energy
sums, the Federal Government was reported to have contributed
$625,000,000-quite a sharp jump.

In those same years industry contributed, in 1930, $116,000,000, at
that time nearly five times the amount Government contributed. In
1947 the industry sum had quadrupled to $450,000,000, but was then
considerably less than the Federal Government.

Total reported contributions for the natural sciences were in 1930
reported at $166,000,000; by 1947 to seven times that amount,
$1,160,000,000.

Now, we do not have social-science figures. Unfortunately,' no
reliable figures seem to be available. I tried hard to collect them,
and [ have fragmentary figures, but not complete ones, but they are
small. The amount spent for research in the social sciences are still
minor. There are reasons for that.

25677-53--4
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Mr. Frederick Keppel, whose book I referred to earlier as one of
the interesting books on foundations, said in 1936

The average man is far from comfortable in the presence of any deep-lying
social problems and in no mood to contribute toward their solution by supporting
the very steps he extols when they are applied to problems 11 the natural sciences.

That is an attitude which you all recognize. That is an attitude
which Government recognized in the creation of the National Science
Foundation. The social sciences deal with explosive issues.

It is difficult for an agency which is supported by taxpayers to enter
that field, or for an agency which is supported by contributors to
enter that field. For however. objective the findings may be, they will
be explosive in some of their implications.

There is in American society substantially only one fairly in-
dependent source of funds-the foundations, independent in the
sense that the money is there, the persons who do the research do not
have to worry about future contributions, do not have to shape their
findings to.please the contributor, do not have to shape their findings
because of something that may not be politic.

Perhaps this singFe example may say what I mean. Let us suppose
a professor in a dairy State wishes to investigate the comparative
virtues of oleomargarine and butter. If he is in a State institution
he will have great difficulty if his findings should happen to favor
oleomargarine. Those are problems, practical problems, which re-
search faces in the social sciences, because they are explosive issues.

For that reason I think that foundations perhaps have an extra
mandate, an extra duty to enter the fields where money is lacking, for
obvious reasons which [ have suggested. It is a dangerous mandate,
of course.

The social sciences are now in the Galileo stage when it is not com-
fortable, when it may be dangerous, to announce that certain things
move which were thought stationary before. But if theyy do move,
it is time we found it out. And perhaps the foundations can with
their venture capital contribute toward finding out the explosive facts
of how to get along with each other, how to get along with other
nations.

There are also certain responsibilities in setting up pilot projects
in areas that are occupied perhaps by Government or gy long insti-
tutionalized organizations to see if those are being run efficiently, to
discover new methods. This needs venture capital.

Such capital should not, in my opinion, be applied to long-continuing
projects simply for their support. It should not be applied to meet
deficits, to meet ordinary running expenses. There isn't enough of it.
As I tried to indicate, it really is pretty limited. It is unusual money
in the freedom that it now has, in the freedom that I hope it always
will have. It is venture capital. It should be used for the long-term
prcI)jects, the projects which may fail.

would like to read a statement from the Ford Foundation report
of its study committee. I quote

The problems and opportunities of our time arise out of man's relations to
man rather than his relations to the physical world.

As to the difficulties in this field of research, perhaps we might take
the testimony of a commercial corporation, the du Pont Co., in a recent
statement to its stockholders about its own research
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As in games of chance, the problem really is to spread the company's research
risks over a great many possible winners while retaining sufficient reserve in
-funds and manpower fo increase the stakes when the deal looks good. * * * In
the end, the winning project must more than make up for all the Iosses or the
entire game must be abandoned. * * * The odds are set by a combination of
factors : lhe wisdom of management, the inventive genius of the scientists, the
.dollars ‘and facilities available for research. Lhere is no advance guaranty then,
that 1 in 20 or even 1 in 40 projects will pay off. Rather the test of successful
research is management's ability to fashion odds under which winnings will
.exceed losses by a profitable margin.

If a corporation designed for the making of profits is willing to
take odds at 1 in 40, I think you can see some of the difficulties facing
research in so difficult a field as the social sciences.

[ think that foundations would be ill-advised-to pick only the blue
chips. Indeed, I hope that this investigation may clarify the areas
in which foundations work and the areas in which they might work.
I hope that neither this investigation nor any other current activities
will make foundations so sensitive to. criticism that they will return
to studies of a common cold, much as we need a cure for that.

Mr. SIMPSON. Mr. Keele, [ wonder if I might ask a question.

Mr. ANDREWS. Yes, Sir.

Mr. SIMPSON. I don't think you meant to say that Congress should
impose a limitation upon the use of foundation funds.

r. ANDREWS. Should not?

Mr. SIMPSON. They should not.

Mr. ANDREws. They should not impose controls over the use of the
funds; accountability, yes. S

Mr. KEELS. I am going to ask before we finish, if I may say so, Mr.
Simpson

r. SmzrsoN. How is that?

Mr. KEELS. I am going to ask Mr. Andrews to tell us the position
of his 1own foundation with reference to governmental regulation or
control.

Mr. SIMPSON. I may have misheard him, but I think that he said
he hoped before these hearings ended we would clarify the methods
under which foundations should function.

Mr. KEELS. I thought so, too. I did not understand that.

Mr. SIMPSON. I want you to clarify that if you do not mean that.

Mr. ANDREWS. I did not mean that at all, Mr. Simpson, and thank
you for calling attention to a misunderstanding.

What I did say was I h(%ped that out of these hearings we should get
a broad picture of what foundations are doing and might do so that
they would have a better basis for judgment as to the areas of need,
and it was my hope that out of this broad picture they would not
return to the. so-called "blue chips" studies which everyone is for,
but for which money is available elsewhere; but that they would con-
tinue to devote this relatively small sum at their command for the
lorll\%—term, difficult projects that I have been discussing.

r. KEELE. Does that clarify it, Mr. Simpson ?

Mr. SIMPSON. Yes.

Mr. KEFL.E. 1think so, too. It was a little misleading as you put it.

Mr. Andrews, is it not a fact that there was some apprehension
expressed, and otherwise, at one time lest mere investigation of the
activities of foundations, such as have been undertaken by this com-
mittee, might conceivably tend to drive . it, the venture capital,
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back into the "blue chips" rather than into the areas of experimenta-
tion, pioneering, perimeters, and so forth? Is that not true? Has
not that fear been expressed?

Mr. ANDREWS. That fear has been expressed.

Mr. KEELS. I take it you were touching on that when you said that
you would hope that we could clarify the areas within which founda-
tions were working-I believe you used some such language as that
but I am sure that, as Mr. Young, I think, the head of your founda-
tion, expressed to me one day, they did hope that this investigation
would not frighten or tend to frighten the trustees into retreating into
safe investments, as it were. Isn't that something of the theory that
we were talking about?

Mr. ANDREWS. That is a fair expression of it, yes.

Mr. KEELE. In other words, I think it was expressed well, was it
not, in Mr. Embree's article in Harper's in 1949 on Timid Billions?

Mr. ANDREWS. Timid Billions?

Mr. KEELE. Where he said that the metier of the foundations was
really to use this capital in experimenting in the frontiers, shall we
say, of human knowledge, breaking throu%h the perimeters, rather
than to aid that which was already known to be sound.

[ wish you would talk to us a little about that, that philosophy
of the "blue chip." You have touched on it, but I do not know that
you have made it entirely clear, at least in my mind, as to the real
value of foundations, as it is viewed: by the people most interested
in foundations, that is, in operating them.

Mr. ANDREWS. Perhaps that is all involved in our question of how
to make foundation funds go farthest.

Mr. KEgLE. All right.

Mr. ANDREWS. The foundation is the only giver in the world who
often has the gift of eternal life, if that be a gift, and he spends all
of his time in tryins to learn how to give effectively.

Now, giving is a difficult business. Mr. Rosenwald once said that
he found it "nearly always easier to make $1,000,000 honestly than to
dispose of it wisely." It really is a difficult business.

[ said earlier today that people do come before my desk asking
advice on how to spend $50,000, $100,000, $2,000,000, and it is not a
task that I can accomplish with much satisfaction to myself. It is
difficult to advise them. That is the reason I asked the trustees to let
me continue with studies in this field.

But the foundation does accumulate experience. The same trustees
do not go on forever, but the board does not wholly change; what
they have learned in the past is available for their future knowledge.
Out of this experience they have learned to make relatively small
sums go far.

The(if have gained contacts in various fields which enable them
to find' key personnel to develop projects which those without the
experience would not be able to even discover; so that te first reason
for foundation funds going pretty far, in my opinion, is because
theg have experienced administration.

econdly, pilot projects and demonstrations-I have touched on
that. Here a foundation might even do any of these "blue chip"
things. It might set up a demonstration hospital, but it ought to do it
only once or only enough times to prove that certain processes are good
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or bad. Then it should abandon the project, and let it be carried on
by other sources of funds. ) )

We have a good example of this-I almost said-double standard
except for the unfortunate implications of that word, in public and
private higher education.

Public educational institutions do a grand job. I should hate,
however, to see all of our institutions of higher education public.
They need the variety, the diversity, the standards-setting, the mis-
takes, the successes, the ingenuity, the creative ability of the private
institutions.

Similarly, the foundation can act as an exploratory standard-setting
institution, but it must desert its experiment when the experiment
succeeds. That is one of the anomalies of working for a founda-
tion. You no sooner thorou%hly succeed in a project than the founda-
tion abandons it, and properly.

Mr. KEELE. I assume it moves on to other fields in which it will
attempt to repeat the process of setting up a pilot project demon-
stratping the value of it, and then allowing other authorities to take
overs

Mr. ANDREWS. Yes.

Mr. KEELE. Was that not really the way in which the Rockefeller
philanthropies worked in demonstrating the value of worm control
and treatment?

Mr. ANDREWS. Yes; approximately.

Mr. KEELE. Leaving it then for the local, State, and Federal Gov-
ernments to follow through once they had demonstrated the value of
th(levlpilot project.

r. ANDREWS. Yes.

Mr. KEELE. And the same with erosion control, and various projects.
In fact, they have followed that method pretty consistently, have they
not, Mr. Andrews, that method?

Mr. ANDREWS They seldom engage in a project in which there is
not the prospect of local cooperation and another agency taking it
over finally.

Mr. KEELS. I assume the Ford experiment in Arkansas is directed
along the same lines; is it not? If it can be demonstrated there that
the teacher training program they have is a good program, they will
then leave it to the State to follow through, and hope that other States
will adopt such a program.

Mr. ANDREWS. I am sure that is their intent.

Mr. KEELE. It is not their idea of staying there permanently.

Mr. ANDREWS. No, Sir.

Another way that foundation funds are spread is one mentioned
this morning, the conditional grants. Dr. Hollis gave you several
examples of that. Some things can be said both for and against con-
ditional grants, and there are various types of conditional grants.

One form of conditional grant I think he did not mention this morn-
ing is the one that simply says, "If we contribute $10,000 your other
contributors must contribute $20,000," conditional in these terms.
"Once the $20,000 has been raised our $10,000 will make it $30,000."
That is a gractice which many individual donors and many foundations
have tried out with a view to expanding the influence of the moneys
they are able to apportion. Some things can be said for it and some
things can be said against it.
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It does mean that the foundation contribution, sometimes a small
part of the whole, has an influence on the direction of a development
out of proportion to the money value contributed. That could be-
bad-the influence is there.

Then, the other type of conditional ants are those which set up
standards, and Dr. Hollis very proper mentioned the very famous.
one of the Carnegie pensions.

Another might be the Carnegie Libraries. Mr. Carnegie did not
give books to local communities, he gave a library building. He

id not give library buildings without strings attached. Before the
building was given a community had to promise out of tax funds,
or other sources a certain definite sum for annual maintenance of
that library, and for book collections. It was a conditional grant._
By the time of his death in 1919, 2,811 library buildings had been con-
structed at a cost of $60,000,000 in conditional grants.

Then, some foundations act on the principle that the most effective
way to spend money is not to concentrate on particular projects but.
to find and support superior individuals.

Mr. Carnegie had that idea. He said the thing to do is to supply
"ladders upon which the aspiring can rise." His library program was
part of that; scholarship programs are part of that. But beyond
supplying those ladders on. which the aspiring can rise, foundations
are eager to find individuals of unusual competence for the projects
in which they are interested, and such individuals are scarce. Train-
ing programs have to be instituted in many cases. The ideal ar-
rangement is to find the competent individual, give him freedom
and give him tools. In the opinion of many foundation executives,
that is the most useful employment of their funds.

These are various ways in which funds of the foundations are ampli-
fied and given social utility.

Mr. KEELS. Mr. Andrews, would you give us the view of Russell
Sage Foundation with reference to governmental regulation? I be-
lieve it was well set forth in the answer to the questionnaire which
the committee submitted to you, and I would like to have you read
that, if you would. I assume that is official, that is the view of Rus-
sell Sage Foundation on that point; is that right?

Mr. ANDREWS. Yes. The questionnaire was prepared by a few of
us in the foundation, gone over by the executive committee and seen
by the whole board of trustees.

Mr. KEELE. Would you read that section for us.

Mr. ANDREWS. I would be very Elad to. This really be ins with
question G-4, for those familiar with the questionnaire. We say, in
answer to your questionnaire

Foundations and charitable trusts receive from society certain privileges of
which tax exemption is the most tangible. In return for such solid advantages,
and also in view of the fact that the ultimate beneficiary is society itself, how-
ever particularly the gift may be directed, it seems wholly proper that the
foundation or trust should be held accountable for its stewardship. Society
should have the means of protecting itself against the theft, squandering or

unreasonable withholding of this promised benefit. .
Government regulation is undesirable except insofar as necessary to achieve

the de§ree df accountability suggested above. This need for Fublic accountability

should not result in governmental control of program. Self-policing would not

seem adec%uate for the very small minority OP small "foundations" which ma
be set up for tax or other personal advantages. Abuses proved against suc
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foundations might injure the reputation and curtail the freedom of action (their
most crucial asset) of the many legitimate foundations.

A program to insure accountability for all foundations might include

1. A registry of all foundations and charitable trusts, presumably through
uniform lelgisla_tign in all the States, under the laws of which such organizations
are usually originated. The registry should be public, segregated, and kept

current.

2. Compulsory annual reporting, including a full financial statement and a
description of activities. These reports should be open to the public. To some
extent this purpose is already accomplished on the Federal level through com-
pulsory filing of Form 990a.

3. Provision for regular review of such reports by a public authority possessing
power to correct abuses. Presumably such power resides in the States, which
were the constituting authorities, and would be exercised through the office of the
respective attorneys general.

hese measures do not envisage control of program, which is regarded as
unwarranted and dangerous. The mere existence of power to divert such funds
into only such channels as might receive wide public support at a given moment
would both discourage new gitts of thoughtful gonors, and threaten the essential
ingredients in the success of the foundation movement, freedom to experiment.

Mr. SIMPSON. Mr. Andrews, I would like of review the question
that [ was talking about, phrasing it this way : In your experience,
to what extent, if at all, does Government influence the granting of
funds by any foundation?

Mr. ANDREWS. The influence is in several directions, I am sure.
No. 1, the things that Government does the foundation does not need
to do exccji%t on a pilot project basis.

No. 2. There is another use of foundation venture capital which I
did not mention before, and I think ought to be mentioned because it
does deal with Government. In many cases Government programs
arouse a good bit of discussion as to how efficient or how desirable
they are. The WPA might be an example. It is difficult to arrive
at a survey of such a program which people will take seriously if it
is done either by a taxpayers' league which is interested in cuttin
down on taxes or by a Government agency which may be intereste
in defending the status quo.

In that area foundations can usefully serve in making such surveys
of public administration.

r. SIMPSON. In that latter area, where Government may be inter-
ested in a program but Congress has not given it the money to conduct
certain investigations which the officials may desire, do [ understand
that they may approach a foundation to have that survey conducted?

Mr. ANDREWS. Yes.

Mr. SIMPSON. To what extent does that take place?

Mr. ANDREWS. Let me give you an example.

Mr. SIMPSON. Let me add just one thing. Congress, having refused
to grant that department of Government authority to conduct the said
investigation, if those officials go to a foundation and seek to have the
foundation make that investigation, [ would like to know that.

Mr. ANDREWS. I would have difficulty in giving you a specific exam-
ple there. [ think that those officials in private capacity could go
to a foundation and say, "This is an area which we think needs study;
Government is not now able to undertake it. Will you?"

Then it would go on its own. The sponsorship of Government offi-
cials would not greatly influence the decision of the foundation. It
would be the virtues of the project itself.
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Mr. SIMPSON. TIs it true that as Federal moneys are increased for
the research work in the social-. or the natural-science field the area
in which the foundations may do original work is curtailed?

Mr. ANDREWS. That might be true if research were not itself an
expanding universe, expanding so fast that any attempt to keep up
with it must fail.

Mr. SIMPSON. If it is done at the Government level, I mean, as indi-
cated by these vastly increased funds for investigation into the natural-
science field between 1937 and 1947, it would seem to me that by this
expansion we limit the area in which the foundations can do original
research.

Mr. ANDREWS. I think we might use a different figure of speech
there and say that the area of desired research is a large virgin terri-
tory, and as the Government occupies certain areas of it foundations
are able to occupy still other areas, but that there remain vast impor-
tant areas that lie open for discovery.

Mr. SIMPSON. Well, the area that Government may go is limited
by constitutional limitations; you mentioned political limitations;
there are others; I do not recall them. Consequently, Government,
having expanded its expenditures within the area where it is per-
mitted, those others are the highly controversial fields, and the effect
of Government greatly increasing its expenditures is to force the
foundations into these controversial fields.

Mr. ANDREWS. I think that is a point, to the extent that the non-
controversial fields are taken care of either by Government or by pri-
vate philanthropy. Foundations have even more of a mandate to go
into the controversial fields.

Mr. SIMPSON. Then, if that is true, Government itself can be forcing
the foundations to enter these controversial fields, which many people
object to as being too far to the left.

Mr. ANDREWS. I would rather say that the Government occupancy
of those other important fields gives the foundation some wider lati-
tude for choice.

Mr. SIMPSON. It gives them what?

Mr. ANDREWS. A wider latitude for choice.

Mr. SIMPSON. It gives them a much narrower area unless they want
to duplicate what Government is doing.

Mr. ANDREWS. Let me put it this way : Cancer is such a dreadful
disease that quite a few foundations were organized solely fpr inves-
tigation of or care of cancer patients. If and when the Public Health
Service and the American Cancer Society and individual contributors
contribute all the funds that can usefully be employed in either taking
care of patients or in research in cancer, then the foundations now
set up with a primary concern for cancer will logically be forced out
cf that field and will have to look for new areas; yes.

Mr. SIMPSON. You mentioned "blue chips" awhile ago. Can't we
agree that Government can force the foundation away from the "blue
chip" field and into still more theoretical and experimental areas, if
Government should take it over?

Mr. ANDREWS. Yes; if all the "blue chips" were taken over by
Government.

Mr. SIMPSON. They are going to take over only the ones that the
Constitution and the political considerations and other things permit.
It seems to me that foundations are gradually being forced, so far as
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original research is concerned, to go into that marginal area that
Government cannot do because of political considerations.

Mr. ANDREWS. | would complain only about the word "forced"
there. There still are vast numbers of projects that are in the "blue
chip" areas, which foundations can take if they want to, and for the
foreseeable future that will remain the case.

Mr. KEELS. As an example of that, they could give all their money
t% schools or colleges and universities. They consider those "blue
chips."

1\/?1‘. ANDREWS. Scholarships.

Mr. KEELE. Or "blue chip" investments.

Mr. ANDREWS. Yes. At present it costs about $2,000 a year to put
a boy through college. Now, foundations could spend their whole
income each year from here on into the foreseeable future in cutting
that down to $1,000 per year, and thereby broadening -the basis for
democratic education.

Mlg. SIMPSON.  Of course, [ was referring to the area of research
work.

Mr. ANDREWS. Yes.

Mr. SIMPSON. In those areas, as Government expands, it seems to me,
they limit the' area that the foundation can go into for pure research
unless they duplicate the Government.

Mr. ANDREVS. Agﬁin, as Dr. Bush is sure to tell you, the o(%por—
tunities for research in noncontroversial fields are almost endless.
Well, we have been talking about atomic research. The "Government
is doing quite a job there, but there are still areas in atomic research
which are being done privately. The University of Chicago has a
very large project in nuclear studies for which they are collecting con-
siderable sums.

Mr. SIMPSON. What [ am trying to get to is that I think we are in
the foundations recognizing an area of independent mind which it has
been doing in a field that Government cannot get into, and I think it
desirable that the foundations be permitted to continue that, to which
[ add that, I think, as Government follows along behind the founda-
tions, where experimental work has proved beneficial, and takes it
over, that they narrow the field down-and this is the end of it-so
that we can expect more and more controversy if the foundations
continue to delve into the experimental field left open to them.

I think that the foundations are sort of advance agents for progress
as they get into new fields and fulfill their duty, which devolves upon
them because they have an independent source of funds.

Mr. ANDREWS. | think I would agree with you.

Mr. SIMPsoN. Over which Government has no control, and over
which they should not.

Mr. ANDREWS. | think I would wholly agree with that statement,
Mr. Simpson.

Mr. SI MPsoN. That is all, sir.

Mr. HAYS. Mr. Forand ?

Mr. FORAND. No questions.

Mr. HAYS. Mr. Goodwin?

Mr. GOODW N.  No questions, Mr. Chairman, but I do feel that I
would like to commend Mr. Andrews for a very masterly presentation.

Mr. ANDREWS. Thank you, sir.
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Mr. HAYS. I would like to pursue one point that Mr. Simpson has
dealt with. That has to do with this overlapping area of Government
and private-agency functlomné. [ su}ﬁpose we are agreed, in the
light of our history with this problem, that Government should and
will stay out of the controversial area, meaning chiefly-you used the
expression "the explosive type" of social science studies. There are
certain types of research, you might say, that get into that category.
Are you familiar, for example, with the social studies made by the
Bureau of Agricultural Economics some years ago?
Mr. ANDREWS. Not in detail.
Mr. HAYS. I think that is a good illustration of the point you made,
and probably our experience there is helpful-and [ was on the legal
staff of the Department of Agriculture-it seemed to me, as a layman,
that those studies were rather objective, and yet Congress said, "This
gets into a field that fails to recognize the political limitations," and
prohibited those studies.
Well, I accepted that as a sound 1governmen‘cal policy, but it left
this vacuum that you speak of, and [ am f'ust wondering if we do not
need a warning in our report-I would like your judgment on it-
if we do not need to be on guard against the doctrinaire approach
which erects too strong a wall between Government functioning and
private-agency functioning, so that we stc’)[% progress by failing to
recognize the interrelationship of the two. at is a broad statement,
but you see the problem that I am getting at. .
I think the Ford Foundation project in Arkansas is a good illustra-
tion of the fact that if you get into one of these research ventures,
these experiments that are designed to aid teaching, for example, you
must have a degree of Government action and Government decision.
In that case it was the State government. The State of Arkansas had
to agree with certain things, and they did it through their official
agencies.
gYour statements about the communities, for example-in any num-

ber of cases there are decisions officially made by political units that
ear Government to the foundation and private: charity projects.
hat is true; is it not?

Mr. ANDREWS. I think it is highly important that foundations do
cooperate with Government in the ways that you indicate when
boundaries appear in the field to which Government can extend.

Mr. HAYS. And have we not come to that ?lace really in 1952 where
we have got to explore that problem and find if possible the right
basis? This is all anticipating legislation that is something more than
regulatorﬁ; that is what I am getting at. I am thinkinl% of a recog-
nition of the need for positive and cooperative action rather than just
restrictive action ; private enterprise restricting Government, Govern-
ment restricting private enterprise. This is, perhaps, a bit philo-
sophical, but I would like your views and your advice on that point.

Mr. ANDREWS. I think that positive and cooperative action is highly
desirable. [ think it should not be imposed from the top. Perhaps one
or two examples may clarify it.

During the depression, communities all over the United States gave
relief to the unemployed and the starving. They adopted various
methods. They had not looked back on previous depressions, and
they made all over again the mistakes they made before.
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At the request of various communities and various State relief
agencies and, perhaps, the Federal Government-I have forgotten-
the Russell Sage Foundation did several studies. One of them was
entitled "Emergency Work Relief."

It studied the programs in 26 different types of communities. It
went back to experience in previous depressions. A report was done,
speedily put into the hands of relief directors in all these communities
so that they could benefit from this combined experience. ~No Gov-
ernment agency was at that moment ready to undertake such a job.
We did it at their suggestion.

Mr. HAYS. I am thinking of a very fine experience we had with aid
for some of the stricken areas of Europe right after the war, when
CARE did such a good job.

Now, we provided in one of the bills ocean freight at Government
expense, and I thought that was very wise because, with $4 million,
something like $75 million worth of food was sent; but the $75 million
were voluntarily given, and that had so much more significance in
terms of the recipient, you see-I mean, in terms of their friendly and

rateful reactions, their attitude toward America than Government
argesse-and I think that is the example really that [ want to use as
an 1llustration of Government and private charity working together.

Mr. ANDREWS. I think that is a splendid example.

Mr.'HAYS. I do not want to profong this, but I would like to get to
the Arkansas experiment for just a moment, to ask you at what stage
that has advanced now. You spoke of the 4-year liberal-arts program.
[s that being inaug’}lrated this fall ; can you tell us?

Mr. ANDREWS. That is my impression; but, without the documents
before me, I would not like to state it as a fact.

Mr. HAYS. The Ford Foundation project in Arkansas has attracted
considerable attention. It is experimental; is that right?

Mr. ANDREWS. It has attracted a great deal of attention; yes.

Mr. HAYS. Mr. Keele, do you have any other questions?

Mr. KEEri. I do not have any further questions.

Mr. HAYS. Dr. Andrews, we are very grateful for your very helpful
testimony. It is an extremely valuable contribution.

The committee will be in recess until 10 o'clock in the morning.

(Whereupon, at 3 : 50 p. m., the committee recessed to reconvene at
10 a. m. Wednesday, November 19,1952. )
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WEDNESDAY, NOVEMBER 19, 1952

HOUSE OF REPRESENTATIVES, SET.FCT
CoMMITrL'E To INVESTIGATE TAX-EXEMPT
FOUNDATIONS AND COMPARABLE ORGANIZATIONS,
Washington, D. C.

The select committee met, pursuant to recess, at 10: 05 a. m., in
room 1301, New House Office Building, Hon. Brooks Hays presiding.

Present: Representatives Cox (chairman), Hays (presiding), For-
and, Simpson of Pennsylvania and Goodwin.

Also present : Harold M. keele, counsel to the committee.

Mr. HAYS. The committee will come to order.

Mr. Keele, will you call your witness, please.

Mr. KEELS. Mr. Sugarman, will you take the witness chair, please.

Mr. HAYS. Mr. Sugarman, we are glad to have you as a witness, sir.
Mr. Keele will interrogate you.

STATEMENT OF NORMAN A. SUGARMAN, ASSISTANT
COMMISSIONER OF INTERNAL REVENUE

Mr. KEELS. Mr. Sugarman, will you identify yourself for the rec-
ord, please.

Mr. SUGARMAN. Norman A Sugarman, Assistant Commissioner,
Bureau of Internal Revenue.

Mr. KEELS. Mr. Sugarman, will you please state for the informa-
tion of the committee the existing tax laws and tax procedures rela-
tive to tax-exempt organizations. -

Mr. SUGARMAN. Mr. Keele, 'I will be glad to do that. I have a
statement which, with the permission of the committee, I would like
to read at this time.

Mr. HAYS. You may proceed.

Mr. KEELE. We may have some questions to ask you later. I think,
if you prefer to read your statement, that may be done, in accordance
with the chairman's Tuling.

Mr. SUGARMAN. [ would like to read the statement. I hope it will
ankswer your questions, and I shall be glad to answer any that you may
as

Mr. KEELS. We will try to withhold our questions, Mr. Sugarman,
until you have finished your statement.

Mr. SUGARMAN. Mr, Chairman and members of the committee, I
am appearing today il response. to the request of your committee for
a representative of the Bureau of Internal Revenue to test1FIy before
the committee as to the existing tax laws and regulations relative to
tax-exempt organizations.  Since the first part of September, officials
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of the Bureau have met frequently with staff members of your com-
mittee for the purpose of giving such information and other assistance
as may be provided under the present laws and regulations governing
the administration of the Federal tax statutes.

The Bureau of Internal Revenue is charged with the responsibility
of seeing that the taxes levied by the Congress are paid. There are
about 80 different kinds of Federal internal revenue taxes imposed by
law. For each of these taxes.we must draw up the rules and issue in-
terpretations to assist taxpayers in complying with the law.

It isequally our responsibility to draw up the rules and apply the
law fairly under the provisions of the law imposing tax as well as
under the provisions providing for exemption fromtax. Qur ap-
Ioroach in both instances is the same ; To interpret the tax laws fair-
y and evenly, to render every possible assistance to individuals and
organizations in determining their rights and liabilities, and to pro-
vide effective enforcement, through the manpower availableto us, in
those instances where the law is not being properly adhered to.

In fulfilling its obligation to the American people, the Bureau of
Internal Revenue acts as a service agency rather than as a regulatory
agency. We are not unmindful of the. tremendous economic impact
of taxes in shaping business and other transactions, but the business
or economic decisions made are those of the private citizen or of. other
organizations and not those of the Bureau of Internal Revenue. Our
jab isto determine the tax consequences of the decisions and actions

of others.

With your permission | would now like to describe the role of the
Bureau of Internal Revenue in administering the tax laws as they
relate to organizations with which this committee is concerned.

The revenue laws contain numerous provisions relating to and af -
fecting the exemption of many kinds of organizations from Federal
taxes.

| have attached to my statement, which I shall be glad to submit for
the record of this committee, the text of the many statutory pro-
visions that are involved under the revenue laws.

The compilation. of these revenue provisions shows the volume and
scope of the statutes on this subject administered by the Bureau of
Internal Revenue. However, since the provisions of law relating
to exemption of organizations from the income tax are the most im-

PO e e eSo0F M SN E Ry RS S e L8 nory pic-
tureis generally asfollows

The granting of exemption to certain organizations;

The allowance of related tax benefits in the form of deductions for
contributions;

Limitations imposed on exemption and related tax benefits; and

Filing and publicity requirements.

The principal provisions of the present law governing exemption
from tax of organizations, including foundations, are found in section
101 of the Internal Revenue Code (title 26 of the United States Code).
This section exempts from the income tax 18 types of organizations
which come within the limitations stated in the statute. These organ-
izations may be generally described as follows

Labor and agricultural organizations,

Fraternal beneficiary societies,
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Credit union and certain mutual reserve-fund organizations,

Cemetery companies,

Business leagues, chambers of commerce, real-estate boards, and
boards of trade,

Civic leagues and local associations of employees with charitable
or educational purposes,

Clubs organized for recreation and pleasure,

Local benevolent life-insurance associations, and mutual ditch, irri-
gation, or telephone companies,

Mutual nonlife insurance companies with gross income of $75,000
or under,

Farmers' cooperatives (which are subject to tax, however, on in-
come not allocated to patrons),

Crop-financing organizations for farmers' cooperatives.

Corporations organized to hold title to property for any other ex-
empt organization, )

Corporation instrumentalities of the United States specifically ex-
empted by Congress,

Voluntary employees' beneficiary associations,

Local teachers' retirement-fund associations,

Religious or apostolic associations,

Voluntary Federal employees' beneficiary associations, and

Religious, charitable, scientific, literary, or educational organ-
izations.

The last category-that is, the religious, charitable, scientific, lit-
erary, or educational organizations-contains the general classifica-
tion in which it is believed this committee is most interested. This
category is provided in paragraph (6) of section 101 as follows, and
here I quote

Corporations, and any community chest, fund, or foundation, organized and
operated exclusively for religious, charitable, scientific, literary, or educa=

tional Ipurposes, or%or the prevention of cruelty to children or’ animals, no

art of the net earnings of which inures to the benefit of any private share-

older or individual, and no substantial part of the activities of which is
carrying on propaganda, or otherwise attempting, to influence legislation.

Religious, charitable, and educational organizations have been ex-
,empt from income tax in all revenue acts. The language of the
present provisions of section 101 (6) has been in effect since 1934.
In passing, it may be noted that exemption from income tax carries
with it exemption from personal holding company and excess-profits
taxes. Elective treatment is also provided such organizations as to
whether they and their employees will be subject to the social-security
taxes, and they are exempt from the Federal unemployment tax.

It will be noted that section 101 (6) applies to corporations, com-
munity chests, funds, and foundations which qualify under the statute.
The term "foundation" is not defined in the statute; and for tax
purposes a so-called foundation may be an "association" treated as
a corporation or may be a trust. The Internal Revenue Code does
not seek, nor make it necessary, to distinguish between so-called
foundations and other organizations for purposes of the exemption
statutes.

The full meaning of exemption from income tax as a religious,
charitable, et cetera, organization under section 101 (6) is not ap-
parent without a consideration of those sections of the Internal Reve-
nue Code granting deductions from the income, estate, and gift taxes
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for contributions to certain organizations. The principal provisions
are sections 23 (0), 23 (), and 162 (a) with respect to the income
tax, sections 812 (d) and 861 (a) (3) with respect to the estate tax,
and sections 1004 (a) (2) (B) and 1004 (b) (2) and (3) with respect
to the gift tax. These are all included in the compilation of the
statutory provisions which will be available for the records of the
committee.

In general, an exempt status as an educational, charitable, et cetera,
organization will, under the above-noted provisions, permit contri-
butions to the organization to be deductible for purposes of income,
estate, and gift taxes.

For income-tax purposes, the deduction is generally limited in the
case of an individual to 20 percent of his adjusted gross income and
in the case of a corporation to 5 percent of its net income. The 20-

percent limitation, in place of a previous 15-percent limitation, was

rovided %}/ legislation enacted this year effective for taxable years
eginning after December 31, 1951. Thisis provided by Public Law

465, Eighty-second Congress, section 4.

These percentage limitations do not apply to trustsif they comply
with certain conditions under section 162 (&) and section 162 (g). A
trust which satisfies the conditions may deduct the full amount of
its gross income which is paid, permanently set aside, or used for
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not seek classification as an exempt organization.

Legidation enacted in 1950 provides rules under which both exempt
organizations and trusts may lose, in whole or in part, the tax advan-
tages heretofore available to them.

The basic limitations on the tax exemption privilege are stated in
section 101 (6) itself, which requires that, to qualify for exemption
under that subsection, no part of the net earnings of the organization
may inure to the benefit of any private shareholder or individual,
and no substantial part of its activities may be devoted to carrying
on propaganda, or otherwise attempting, to influence legidlation.
Section 101, as amended by the Revenue Act of 1950, also provides
that if an organization is operated primarily to carry on atrade or
business for profit, it shall not be exempt on the grounds that its
profits are payable to an exempt organization. . .

Supplement U of the Internal Revenue Code also provides that if
an organization exempt under section 101 (6)-other than a church-
does carry on atrade or business which is unrelated to its exempt func-
tion, its exemption is not lost but the income from such businessis
.subject to the income tax, but not the excess profits tax. Supplement
U was added to the Internal Revenue Code by the Revenue Act of
1950 and was first effective for taxable years beginning in 1951.

Additional restrictions are provided in sections 3813 and 3814 of
the Internal Revenue Code, which were also added by the Revenue
Act of 1950 and which first became effective for taxable years be-

iAo es! S 2RI GH 67 (5l S R PRSI
if they engage in specified "prohibited transaction.” It should be
understood that the transactions are not actually outlawed by the
revenue laws but are "prohibited" only in the sense of being incon-

sistent with continued tax privileges. These provisions prohibit the
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creator of the organization, a substantial contributor thereto, or a
member of the family of either, or a corporation controlled by either,
(1) from receiving a loan of income or corpus of the organization
without giving adequate security and reasonable interest, (2) from
receiving compensation from the organization except a reasonable
allowance for personal services actually rendered, (3) from receiving
gear. ices[from the organization on a preterential basis, (4) from selling
a substantial amount of securities or ~?roperty to the organization
for more than adequate consideration, 1 o) from buying a substantial
amount of securities or pro~perty from the organization for less than,
adequate consideration, and (6) from participating with the organi-
zation in any other transaction which diverts a substantial amount
of income or corpus to such person.. Provision is made for appro-
priate disallowance of deductions for contributions to an organization
engaging in such transactions and for subsequent restoration of its
exemption where appropriate.

Section 3814 1prov1des that an organization may lose its exemption
under section 101 (6) if," in view of its exempt purposes, its total
accumulations of income are unreasonable in amount or duration, or
are used to a substantial degree for other than exempt purposes, or
are invested in such a manner as to jeopardize the carrying out of
such purposes.

It should be noted that the prohibitions on certain transactions and
against accumulations under sections 3813 and 3814 are not applicable
to those organizations exempt under section 101 (6) which are re-
ligious organizations, educational organizations with a faculty cur-
riculum and pupils in attendance at the place of education, publicly
supported organizations, and organizations to provide medical or hos-
pital care or medical education or research.

Another statutory restriction "is imposed by the Internal Security
Act of 1950, which denies exemption to any organization, including
organizations under section 101 (6), if at any time during its taxable
year it is registered under section 7 of such act-requiring registration
of Communist-action and Communist-front organizations-or if there
is in effect a final order of the Subversive Activities Control Board
requiring such registration. Contributions to such organizations so
denied, exemption are not deductible.

In general, organizations exempt under section 101 (6) are not
required to file income tax returns like taxable corporations.  Sec-
tion 54 (f) of the Internal Revenue Code does require, with certain
exceptions, that section 101 (6) organizations file annual information
returns. No return is required to be filed in the case of a religious
organization, an educational organization with a curriculum and a
body of students present at the place of education, and a charitable
organization supiported primarily by the general public.

+ Section 153 of the code also provides that each section 101 {6)
organization required to file the annual information return shall also
furnish information showing (1) its gross income, (2) its expenses,
(3) its disbursements from income for exempt purposes, (4) its ac-
cumulation of income in the year, (5) its aggregate accumulations
of income at the beginning of the year, (6) its disbursements of prin-
cipal in current an grior years for exempt ’Furposes, and (7) a bal-
ance sheet as of the beginning of the year. The statute requires the
25677-53—-5
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above-listed information to be made available by the Department for
public inspection.

These requirements of section 153 of the code were added by the
Revenue Act of 1950 and first became effective for taxable years be-
ginning in 1950.

The administration of section 101 and related provisions of the
Internal Revenue Code is divided between the Washington and field
offices of the internal revenue service. The field offices receive and
process exemption applications and information returns, and ' also
make investigations relating to these applications and returns. The
headquarters office in Washington makes rulings and determinations
as to the exempt status of foundations and organizations required to
file the applications and returns. In Washington, this administrative
work is performed by the Exempt Organizations Branch of the Special
Technical Services Division under %he supervision of the Assistant
Commissioner (Technical). In the field, the work is performed by
the offices of Directors of Internal Revenue.

The administrative procedures are probably best explained by
tracing the actual steps involved in the filing of applications and
returns by foundations and other organizations.

In regard to applications and rulings on exempt status, the long-
standing practice of the Bureau of Internal Revenue has been to issue
rulings or to make determinations with respect to each organization
seeking exemption under section 101 (6) of, the Internal Revenue
Code. These rulings or determinations are made in.the Washington
headquarters.

Accordingly, Treasury regulations provide that organizations file
exem%tion e(lipplications when claiming exemption. The application
must be filed in the office of the director of internal revenue in whose
district the headquarters of the organization is located. A copy of
the application required to be filed for exemption under section 101
(6) of the Internal Revenue Code will be offered to the committee
as an exhibit, and [ believe you have that exhibit in front of you with
the statement as exhibit B.

After certain processing, involving control and examination for
completeness, the director of internal révenue forwards the ap%lication
to Washington for the attention of the Exempt Organizations Branch.

The Exempt Organizations Branch-performs one of the following
administrative actions in connection with these applications

1. If the organization has not operated at least 12 months for
purposes for which created, it is usually advised by letter that the
Bureau is unable, at this time, to rule on its application owing to the
absence of substantial operations which would establish its right to
exemption under the law. If, however, the organization making
aipplication is a charitable one with community-wide participation
of a public character, or an educational organization such as a school,
college, et cetera, having a student body with a regular curriculum,
a tentative ruling is issued indicating that the organization will be
exempt if it operates in accordance with the stated purposes, but re-
quiring that it resubmit its application, with complete data, after a
year's actual operations.  After study of the organization's opera-
tions, a formal ruling is issued.
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2. If the organization has been operating for at least 12 months and
the facts supplied with its application establish that it 1S clearly
exempt under the law, a ruling is issued which establishes the fact of
tax exemption so long as the organization continues to operate in
accordance with the statute and with the purposes stated in the appli-
cation. However, if additional information is needed, an investiga-
tion of the organization's operations is made either by direct com-
munication with the organization by the Washington headquarters, or
through the director's office -in the field, or by both methods. Upon
consideration of all established facts, a ruling 1s issued either granting
or denying the exemption.

In connection with the examination of applications and the deter-
mination of the exempt status of an organization, one source of infor-
mation is the Attorney General's subversive lists, issued under the pro-
visions of Executive Orders, 93Q0.and 9835. ,. It is the practice, to deny
exemption t0 any organization appearing on such lists.

Cases involving complex legal principles or unprecedented issues
are referred for legal advice to the Office of the Chief Counsel for the
Bureau. In these cases, the Chief Counsel either approves the pro-
posed ruling on which his advice is requested., or he expresses his views
and recommendations by memorandum to the Assistant Commissioner.

An organization which applies for tax exemption, but which is
denied such status, is required to file an income-tax return.  Copjes of
letters denying exempt status are sent to the director-of internal1 rev-
enue in whose district the organization is located, thereby permitting
the field office t0 establish whether the income-tax return of the organ-
ization is filed.

As previously stated, organizations entitled to tax exemption under
section 101 of the code are, with certain exceptions, required to file
information returns as provided 1n section 54 (f). The information
return required of most exempt organizations is designated as Form
990; but for organizations under section 101 (6) a return designated
as Form 990-A is prescribed. I shall offer as exhibit C and as exhibit
D Forms 990 and 990-A.

Beginning with the 1950 tax year, Form 990-A has been used for
section 101 (6) organizations requiredto file information returns.
This Form 990-A was prescribed in compliance with the requirements
of section 153 of the code, as added by the Revenue Act of 1950, which
requires the furnishing of information which the Bureau is to make
public. The second sheet of Form 990-A, pages 3 and 4, calls for such
information.

The Form 990-A is filed with the director of internal revenue who
retains the second sheet on file for public inspection. The director f or-
wards the first sheet of the Form 990-A, together with any attach-
ments, schedules, and other information,supplied by the organization,
to  Washington for consideration by the Exempt Organizations
Branch. This Branch surveys the returns and selects for further
examination those which disclose doubtful items or activities. The
examination of the doubtful items or activities begins by obtaining,
either directlY from the organization or through the director's office,
the additional information needed to determine the right of the organ-
ization to continue to enjoy 1tS exempt status. The procedure for
making this determination is similar to that used 1 making the original
determination on application of the organization for an exempt status.
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If, after examination, the organization is determined to be entitled
to continue exemption, it has been the Bureau practice so to notify the
organization. If, however, the'examination discloses that the organi-
zation is no longer entitled to exemption, the exemption is revoked
and the taxpayer is notified to file income-tax returns. The appropri-
ate director's office is also notified of the revocation so that-it can deter-
mine whether an income-tax return is filed. In connection with the
examination of Forms 990-A, consideration is given to information
received from all sources as to whether an organization previously
ruled exempt is still entitled to exemption. Such information may be
received in letters from informants, or from hearings before congres-
sional committees, and from items which appear in newspapers and
other publications.

As rIeViously stated, some organizations exempt under section 101
(6) Olthe Internal Revenue Code may also be subject to the tax im-
posed by supplement U on income from an unrelated business. Ex-
empt organizations subject to tax under supplement U are required to
fil &the°takreturns, Form 990-T, in addition to Form 990-A. A copy
of Form 990-T, which is a return much like the ordinary income-tax
return filed by corporations and other businesses, is shown as exhibit E.
The Form 990-T tax return is processed differently from the exemp-
tion application and the information returns, Forms 990 and 990-A.
Briefly, the Form 990-T return is processed in the same manner as
other taxable returns. That is, the selection of returns for examina-
tion and the investigations are conducted by the Audit Division in the
Office of the Director of Internal Revenue which is responsible for de-
termining the correctness of the tax return and the taxpayer's liability.

An additional check on the 990-T returns is provided through the
survey and selection for examination of Forms 990-A in the Exempt
Organizations Branch in Washington. As described above, it is the
practice of the Bureau to investigate doubftul items in Forms 990-A,
and those investigations may lead to the requirement that the organi-
zation file a Form 990-T in addition to the Form 990-A.

There remains for a full understanding of the statutory provisions
and their administration to consider the role of the courts in inter-
preting the tax-exemption provisions.

The Bureau of Internal Revenue, of course, does not have the final
sword as to whether an organization is exempt under section 101 and
the related provisions of the Internal Revenue Code. Where the Bu-
reau asserts that a tax is owing, its determination may be appealed to
one of several courts. The appeal may be taken either by the organi-
zation which is ruled taxable rather than exempt, or by a person who
asserts his right to deduct contributions made. In either event, appeal
to the courts may be made by either of the following procedures : The
organization, or the person making the contribution, may pay the dis-
puted tax liability and then bring suit for refund in a United States
district court or in the United States Court of Claims. On the other
hand, the organization or person making the contribution has the
right under existing law to choose to appea%an asserted income, estate
or gift tax deficiency prior to paying the tax, in which case an appeal
is taken to the Tax Court of the United States. An adverse decision
rendered by a district court, the Court of Claims or the Tax Court
may be appealed to a higher court in such cases as in other tax
controversies.
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Accordingly, the judicial interpretations play an important role in
the determining of the course of administration of the exemption pro-
visions. A brief summary of the trend of judicial thinking under
section 101 (6) may therefore be helpful.

In general, the courts have indicated that while normally provisions
exempting taxpayers from tax are to be strictly construed, the exemp-
tion under section 101 (6), for religious and charitable organizations
is to be liberally construed. This was determined in the Supreme
Court case of Helvering v. Bliss (293 U. S. 144).

This approach appears to dominate judicial thinking in the area.
Thus, it Eas been decided that the exemption under section 101 (6)
from the corporate tax applies to charitable trusts which, if taxable,
would, be taxed as individuals. This was decided in the Fifth-third
Union Trust Company v. Commissioner case (56 Fed. 2d 767).

To be exempt as religious, it is necessary that the organization be
engaged in furtherance of one of the major.religious faiths or be a
recognized part of one of those bodies. This was the decision in the
Unity School o f Christianity (4 Board of Tax Appeals 61).

While charitable acts normally are considered as being done with-
out recompense or profit, it is not necessary for exemption as charitable
that an organization provide its services free of charge. This was the
decision in Salem Lutheran Home Association, a Tax Court memo-
randum opinion of May™ 26, 1943.

The term "educational" 1S broader than mere activities such as those
of schools and colleges; it includes the encouragement of good citizen-
ship, the discussion of industrial, political and economic questions,
and the distribution of information on alcoholism. These were deci-
sions rendered in Rose D. Forbes (7 Board of Tax Appeals 209)
Weyl v. Commissioner (48 Fed. 2d 811) ; and Cochran v.. Comemis-
sioner (78 Fed. 2d 176).
~ The term "scientific" is broader than the basic sciences and includes
improvement of motion-picture photography, as decided in the Ameri-
can Society of Cinematographers (42 Board of Tax Appeals 675).

The fact that upon the remote contingency of dissolution accumu-
lated earnings might inure to private stockholders does not violate
the precept that no part of the net earnings may inure to the benefit
of private shareholders or individuals.

[II. Summary : This summarizes the statutory provisions, the
Bureau's administrative procedures, and the judicial interpretations.
A final word needs to be said as to the Bureau's workload and the scope
of its task of administering the tax-exemption provisions.

As previously indicat, the task of making determinations and
rulings as to exempt status is performed. in the Washington head-
quarters by the Exempt Organizations Branch. This Branch is com-
posed of 65 employees, of whom 47 are technical personnel qualified
%“(1) }arepare and review rulings and make determinations on returns
iled.

During the 'fiscal year ended June 30, 1952, the Exempt Organiza-
tions Branch issued approximately 14,000 exemption-status rulings,
of which a(tlp roximately 10 percent were denials of exemption. It
also issued 2,500 advisory letters which did not rule on the exempt
status of the organization. These issuances, of course, involve all
organizations claiming exemption under section 101 and not solely
those within the scope of this’committee's study. During the 2-year
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period ending June 30, 1952, the exemption under section 101 (6) of
approximately 55 organizations was revoked.
ore than 100,000 information returns are, filed annually by all
oréanizations exempt under section 101. A special study for 1946
indicated that about 14, 000 of the returns for such year were filed by
organizations exempt under section 101 (6). Moreover, this figure
does not include all section 101 (6) organizations on which the Bureau
must rule, for the reason that a large portion of such organizations,
Farticularly in the religious and educational field, are not required to
ile returns. The size of the section 101 (6) group of organizations
is shown generally by the Bureau's published cumulative list of char-
itable, religious, educational, and similar organizations, contributions
to which are deductible from the taxable income of contributors.
These lists are published periodically and show the following totals
of such organizations:

As of June 30,1939 | 1 12,500
As of June 30,1946 | 1 27,500
As of June 30,1950 [ | 1 32,000

There has not been, time to obtain sufficient experience under the
provisions of the Revenue Act of 1950 to determine the effect on organ-
izations claiming exemption. The provisions of the Revenue Act
relating to proh%bited transactions and unrelated business income
genera ﬁwould first be reflected in returns filed only this year.

Mr. Chairman, this completes my statement and with your permis-
sion I would now like to submit for the records of your committee the
matters previously referred to as exhibits A, B, C, D, and E.

Mr. HAYS. Without objection, the exhibits will be received and made
a part of the record.

(Exhibit A referred to is on file. with the Select Committee. Ex-
hibits B, C, D, and E are as follows:)
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Perm 115$
V-S‘Tﬁ(ﬁﬁﬁP REB: E%B:‘)AMFNT

Revised Marsh 1951

EXEMPTION APPLICATION

FOR USE OF RELIGIOUS, CHARITABLE, SCIENTIFIC, LITERARY, OR EDUCATIONAL ORGANIZATIONS

CLAIMING EXEMPTION FROM FEDERAL INCOME TAX UNDER SECTION 101(6) OF THE INTERNAL REVENUE CODE AND THE
CORRESPONDING PROVISIONS OF PRIOR REVENUE ACTS

(To be made only by a principal officer of the organization claiming the exemption)

(Date)

............... declare under the penalties
(Name of dedarant)

of perjury that I am the [ of the

mﬂ!) of dec)arant-as president, secretary, eta.)

_ located at
(Full name of organ) otion)

(Complete address. including street and number-post office box, eta.)

and that the following answers and statements, including all statements attached hereto, are complete
and true to the best of my knowledge and belief

1. Is the organization incorporated? If so, under #he laws of what State?

(Yeslor no) ! (Name of State)

When? [ | If not incorporated, state the manner of organization and the date thereof
(Date of Incorporation)

2. Is the organization the outgrowth or continuation of any form of predecessor? Yu or ao) If so, state the

name of such predecessor and the period during which it wasin existence -_. R —— e —

S. Has the organization filed Federal income tax returns? [Yw or no) If so, state return form number and year or

years. N -

4. State briefly the specific purposes for which the organization was formed. (Do not quote from, or make

reference to, the articles of incorporation or bylaws for this purpose.) -_.--. | | e |
N I ESUU § B | M = LI S — R |
T — o, L — =
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6. Isthe organization authorized to issue capital stock? 0" ~- . |f sp, state (1) the class or classes of such
~Yep "
stock, (2) the number and par value of shares of each class outstanding, and (3) the consideration paid for outstand-
ing shares CEETN .-
6. If capital stock is outstanding, state whether any dividends or interest has been or may be paid thereon

-------- i i i | E—
Wior no)If so, give facts in detail

7. If anyy distribution of corporate property of any character has ever been made to shareholders or members,
attach hereto a separate statement containing full details, thereof, including (1) amounts or value, (2) source of
funds or property distributed, and (3) basis of and authority for distribution.

8. State all sources from which the organization's income is derived L . d.. ... o

9. Does any part of the receipts represent payment for services of any character rendered by the organization?

If so, explain in detail -

"(redl--2o-

10. State all the activities in which the organization is presently engaged. (Explain in detail, using additional

sheets as required-See footnote.) ----------- 1 1 o I

11. What, if any, specificc activities of the organization have been discontinued? (Explain fully, giving dates of

commencement and termination and the reason for discontinuance.) | |

is-tour
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S

12. Isthe organization now, or hasit ever been, engaged in carrying on propaganda, or otherwise eitherr advo-
eating or opposing pending or proposed legislation? -(Y-.s -- o) If so, furnish a detailed explanation of such activities,
and furnish copies of literature, if any, distributed by the organization. (Use additional sheets as required--See

footnote) e

vu. 90%0000000--0-000-0000000000-0°

13. (a) For what purposes, other than in payment for services rendered or supplies furnished, are the organ-
ization's funds expended? - r-—
(b) If any payments are made to members or shareholders for services rendered the organization, attach a
separate statement showing the amounts so paid and the character of the services rendered.
14. Does any part of the net income of the organization inure to the benefit of any private shareholder or

Individual' n _ iy

15, If the organization is a hospital, attach & separate statement showing the number of full-pay, the number of
part-pay, and the number of nonpay patients treated during the last complete year of operation.

16. In the event of the dissolution of the organization, what disposition would -be made of its property? .

17. After duly 1, 1950, did-
The créator of your organization, or
A contributor to your organization, or ) i
A brother or sistér (whole or half blood), spouse, ancestor, or lineal descendant of such creator or contribu-

tor, or ) '
A corporation owned ~b0 percent or more of voting stock or 50 percent or more of value of al stock) directly
or indirectly by such creator or contributor

(a) Borrow any part of your income or corpus?

‘(Yu or m).'
(h) Receive any compensation for personal services from you? (¥n or so]
(c) Haveany part of your services made available to him?. . (Yesorio)~
(d) Purchase any securities or other property fromyou? - . (Vaoiio)
(e) Sell any securities or other property to you? (Yes w 0]
(f) Haveany part of your income or corpus diverted to him by any transaction? (¥ )
Yw or no
If answer to any question is "yes," attach detailed statement.
Ie-wur-r

(OVER)
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18. Attach to this application a classified statement of the receipts and expenditures of the organization during
the last complete year of operation and a complete statement of the assetss andd liabilities as of the end of that year;
.a copy of the articles of incorporation, if incorporated, or if not incorporated, a copy of the constitution, articles of
association, declaration of trust, or other document setting forth the aims and purposes of the organization; and a
copy of the bylaws, or other similar code of regulations. If exemption is claimed as an exclusively educational orgaiii.
sation and a regular curriculum and faculty are not normally maintained and a regularly organized body of pupils or
students is not normally in attendance at the place where the educational activities are regularly carried on, there
should also be attached specimen copies of any books, pamphlets, leaflets, or other printed matter issued or distributed

during the latest complete year of operations.

- (aienatvre of oalcer. auYIna dWarauon) [

drete man be and which should the be PJrdpeery ideaHaed and securely attached hereto aabove ea<etione V fa Wg OSU far the paraceee. addiWwal

IMPORTANT

A mere claim or contention by an organization that it is exempt from income tax under section 1ul
of the Internal Revenue Code and the corresponding provisions of prior revenue acts will not relieve
the organization from filing income tax returns and paying the tax. Unless the Commissioner has
determined that an organization is exempt, it must prepare and file a complete income tax return
for each taxable year of its existence. Accordingly, every organization that claims to be exempt
should furnish the information and data specified herein, together with any other facts deemed ma-
terial to the question, with the least possible delay, in order that the Commissioner can determine
whether or not it is exempt. As soon as practicable after the information and data are received,
the organization will be advised of the Commissioner's determination, and, if it is held to be exempt,
no further income tax returns will be required.

€...co-ace, "l.n.e"Flee  to-16101-7
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ow 1

UNITED STATES

RETURN OF ORGANIZATION EXEMPT FROM TAX UNDER SECTION 101 OF THE
INTERNAL REVENUE CODE (EXCEPT UNDER SUBSECTION 6)
(A* required under Section 54 (O of the Internal Revenue Code)

For Calendar

or Fiscal Year Beginning 1 1 .r and Ending 1 1
THE ORGANIZATION

TAY -9 b. PRINT PLAINLY LEGAL NAME AND ADDRESS OF Serw No.
ald. g .
d@/.§Jeesib-4h too (Olre name to Teal District
aMa.. rout b. ales (U-tamd—~b.)
=la 06 c.IISmr of
U-1 F-. fh fIr Lo A S o v —— W) "o

S/b"Id-wd
.pri.t*.IpL-.(b.L
- . Pdad"I 900 of

dows.d.fl... are exempt: [ |

Date of Bureau exemption letter and subsection of section 101 under which you

1. State nature of activities

2. Have ngﬁ}ﬁi%‘ﬁﬁorizum on Form ggf;l, Ié"?er) this year?

 begioning OW
W w If so, where filed? _. I
ea
Unrelated business gross income reported, $: I =

3. What s the legal form of your organization (corporation,

trust, unincorporated association, etc.)? 1
-1
4. In what year was your organization formed? 1
In what State or country? I 1
& If &a successor to previously existing prganization(s
= ané é)&aresséys? ol the" Bre ecess(o|f
0,ganizati,m(e) 1 1
S I

6. If you have capital stock issued and outstanding, state with
respect 4Q each class of stock (a) the number of sham

o G P gl s held B ndvigugty

rg(a the £, =1 of shares

mber of shareholders at end of year, and (c) whether
my dividends may be paid I P 1

7. He any changes not previously reported  the Bureau

|= made in your articles of incorporation or bylawsr
other instruments of similar import?

(Yes<«Ns)-_. f 5
attach a copy of the amendments.

S. Have you had any Sources of Income or engaged in any
which’ Lave not previously been reported to ti.

Bureau? - (v. «No) If so, attach detailed tt.-.t.

9. If you were !eheld exempt under Section 101(4), state the
== amount 0 mortgage loans made during the year to

(a) members, & I ;'(6) nonmemberB,

10. Did you lease or rent any real property to or from a person or
. . . 5
groups of persons dfrectly associated with you? . 24iiWii;7)
If so, attach a detailed statement.

HyDid real property for r rental purposes on wihich
m

g the property

or I#l making Improvements thereto?
If so, attach detailed statement.

(Yea.No)

12. Farmers' cooperative marketing and purchasing organisa-
tiond

(a) Number of sham of voting stock owned by

(1) producers I 1
(2) nonprodumn;

(6} Were ngnmembers charged the same as members for
marketing and purchasing? ----
(Y.-No) -
(c) Were patronage dividends paid to nonmembers on the
same basis as to members -NO

(a) Value of agricultural products marketed (or handled)
for member. (1) actually produced by such members,
$ [
by such members, $
bers, (1) actually produced
$_ I ;

quired by such nonmembers, $__.. I

L-(2) purchaked or otherwise acquired
5 fn

uch monmembers,
(2) _purchasld or otherwise sc-
1

(e) Value of supplies and equiputék purchased for or sold

to (1) members, $ I ;- (2) nonmembelts who
were producers, $ I, (3] _noniembers
who wen not producers, A ]

(f) Amount of business done for United Sates Government
or agencies thereof, $ 1 1
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R. INCOME. DUES. CONTRIBUTIONS, ETC. PAGE 9

L. Dow, S. Contributions, assmment-~, etc., from memben, excluding service and other charges properly included under

I Dues, d4 from affiliated organizations (ase Instruction
gifts, grants, eta., received (see Instruction 5) [ | 1
4.
~Dividends. ) | L
« —_

Z Moss receipts rom business activities (state atun):

8. Patronage dividends (or patronage refunds) I 1
9. Gain (or loss) from sale massets, excluding inventory items (see Instruction 10) [ _
0. Other income (if man then 10 percent of item 11, attach itemized schedule. Also ase Instruction 5). [

2, Cast of goods Bold (or, In the Base of farmers' cooperatives, purchases for or advances to patrons) s | — |

14, Vages, s, and ormmisos o ol Gt s ), ABpensesatrbat Oand T[S st

Lo
16. Taxes (such as property, Income, social security, unemployment tsxez~ I

19. Miscellaneous expenses (state nature):

w

Other expasm:
2D. Dues, assessments, etc., to affiliated organizati [ | 1

2L Compensation of Wears, TroaWWre, trustees, etc. (not included under item 18) [ 1

26. Miscellaneous expenses not elsewhere classified (state nature):

~Contributions, gifts, grants, etc., paid (state to whom paid):

(@
=Other dispositions:
payments to or for members or their dependents:
(a) Death, sickness, hospitalization, disability, or pension S .
(b) Other benefits R _
29. Dividends (.11°Ga pol..g. -
30.~ Cash patronage dividends (or patronage rafna0i) (for farneers' oceperativ4only) I
31. Patronage dividends (or patronage refunds) in stock, notes, credits, or other evidence of equity or

32. Additions to reserves (Atach Itemized schedule)- [ 1

S& Additions to
E N Total of items 12 to 33, inclusive (see Instruction 7) I 1
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Schedule A.-BALANCE SHEETS (See Instruction 8) PAGN 8

Eeamcmu| OF YEAR END OA TSAR
ASSETS Amooot Total Amount TOW
1 Cash. _. ] — 1] 1 - $ | — 1 $ I —
2. Notes and accounts receivable.. [ |
Less: Reserve for bad debts. I
3. Invantories_ . [wem  [-. 111K}
4. Investments in governmental obligations I ]
8. Investments in nongovernmental bonds, etc [ ] B | i | e
6. Investments in corporate stocks (see Instruction 9) 1 1
7. Other investments (itemize). I 15 | E————— 1 $ [
,,,,,,,,,,,,, — . [ 1 N . = 1
8. Capital assets:
(a) Depreciable (and depletable) assets (attach

itemized schedule) 1 - -
Lees: Reserve for depreciation (and depletion) _ I

(b) Land [ 1

9. Other asset. litemize) [ 1 $ | E—— 1 I e e
= [ | 1
10. TOTAL AeaETé& | S oa— v | — s $ p=
LIABILITIES

11. Accounts payable.. [ | | A — $.-.
12. Bonds, notes, and mortgages payable:

(a) With original maturity of less than 1 year $ I 1

(b) With originall maturity of 1 year or more_ | I 1

18. Other liabilities (itemize) | 1 1
. ot
14, TOTAL LIABILITIES [ ] 1 $
NET WORTH

18& Capital Stock:

(a) Preferred Stock | —— N I SR - voves 1 -

(b) Common Stock [ | R . = 1 - 1
16. Membership certificates [ | e
17. Paid-in or capital surplus (or donated capital if a trust)._. ] i — 1
18. Surplus reserves (itemize) 1 1| $ I 1 s R DU i E—— ]

I . _
19. Earned surplus and undivided preffts | I 1
20. TOTAL oar WORTH' [ ] 1
21. TOTAL LIABILITIES AND NET WORTH [} 1

We, the undersigned, president (or vice president, or other principal officer) and treasurer (or assistant treasurer, or chief
accounting officer) of the organisation for or by which this return is made, each for himself declares under the penalties of perjury
that this return has been examined by him and is to the best of his knowledge and belief a true, correct, and complete return.

conrossTn I 1
SEAL (rl.natae Oe crest D+lnefW némr) Bas nw) (B.W (Tei=

“An. léj\ﬁ?ln(qsrré?‘;ﬂ-fhief.Ar:D,mliis. (D.a) !
The following additional declaration shall be executed by the person other than an officer or employee of the organisation
actually preparing this return:
I declare under the penalties of perjury that I prepared this return for the organization(s) named herein and that this return
is to the bast of my knowledge and belief a true, correct, and complete return.

- [} PRV - By | E— I — 1 =
Nema 0 arm wamblofer, a enr| - (Sia.atum efD.1s.. [y \yqq tale nivry......... [} (psa) "1
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P..or4

GENERAL INSTRUCTIONS

1. An annual statement of gross income, receipts, disburse.
wants, ate., on ,0{4 fOrm, is required by law of every organisa-
tion which is exempt from tax under the provisions of section 101
of the Internal Revenue Code, excepting only a (1) fraternal
beneficiary society, order, or association solely exempt under
section 101 (3); (2) organisation exempt under section 101 (6)
(see Form 990-A); (3) religious or apostolic organization exempt
under section 101 (18) (required to file Form 1065); or (4) corpo-
ration exempt under section 101 (15), if wholly owned by the
United States or any agency or instrumentality thereof, or a
wholly owned subsidiary of such corporation.

2. This form shall be prepdred In accordance with the method
of accounting regularly employed In keeping the books of your
organization.

8. Fill in the items on pages 2 and S of this form to the extent
that they apply to your organization.

4. A group return on this form may be filed by a central,

parent, or like organization for two or more of its chartered,
affiliated or associated local organizations which (a) are subject
to its general supervision and examination, (b) are exempt from
tax under the same prevision of revenue law as the central
organization, (c) have authorized it in writing to include them
in such return, and (d) have filed with it statements, verified
under oath or affirmation, of the information required to be
included in this return. Such group return shall be in addition
to the separate return of the central organization, but in lieu
of separate returns by the local organizations included in the
group return. There shall be attached to such group return a
schedule showing separately (a) the total number, names, and
addresses of the local organizations Included, and (b) the earns
information for those not included therein.

5. In all cases where item 1, 2, 3, or 10 includes money or
property amounting to $3,000 or more, which was received
directly or indirectly from one person, in one or more transac-
tions during the year, itemized schedules showing the total
amount received from and the name and address of each such
person shall be attached to this return. (The term "person”

includess individuals, fiduciaries, partnerships, corporations,
atsoaktiess, and other organizations.) Receipts by a. "eeatrai"
Organisation from organizations included in a group return need
not be itemized in the "central" organization's separate return.

8. If the total of Income items 6 and 7 to not mom than
$5,000, amounts includible in Item 12 through item 19 may be
entered under item 21 through Item 20 under the appropriate
headings. Where sections "A" and "B" must both be corn-
plated, items of expense may be divided between these sections
on the basis of accounting records, or, if such records do not
provide for this division, any items of expense which fall wholly
under either of these sections may be divided on any reasonable
basis, such as an approximation of the use of a facility or the
time spent by an individual.

7. If item 84 does not equal item 11, attach a schedule so-
counting for the tlifference.

8. The balance sheets, Schedule A, should agree with the
books of account or any differences should be reconciled.  All
organizations reporting to any natiopal, State, municipal, or
other public officer may submit, In lieu of Schedule A, copies of
their balance sheets prescribed by any such authority ae of the
beginning and end of the taxable year.

9. In all eases where line 6, Schedule A, included 10 percent
or mom of any class of stock of any corporation, attach a list
showing the name of the corporation, the number of shares of
each type of stock owned (including information indicating
whether the stock is voting or nonvoting), and the book value
of the stock included in line 6.

10. Attach a detailed statement showing with respect to each
piece of property sold: (a) Date acquired and manner of acquisi-
tion; (b) Gross sales price; (e) Cost or other basis (value at time
of acquisition, if donated); (d) Expense of sale and cost of im.
provements subsequent to acquisition; (e) Depreciation since
acquisition; and (f) Gain or loss-(b) plus (e) minus (c) plus (d).

11. For further information see regulations under sections

54 (f) and 101 of the Internal Revenue Code.

Form 990-T.-The Revenue Act of 1950 imposes a tax, with respect to tarabfe years beginning after December 31, 1990, in the am
of certain organizations exempt from tax under section 101 (1), (6), (7), and (14) of the Internal Revenue Code on income derived.
(a) from operation of a business enterprise which is unrelated to the purpose for which such organization received an exemption or
(b) from certain rentals from property leased to others on a long-term basis. Such income and tax are to be reported on Form
990-T, copies of which may be obtained from the Collector of Internal Revenue.

5.& rs.s.m,"ses.arncc

u-wsos-a



TAX-EXEMPT FOUNDATIONS

d.s, TRRAsu'y?oRPA TMMNT P.D. 1
0,u.00 'omeo. mol
UNITED STATES
RETURN OF ORGANIZATION EXEMPT FROM TAX UNDER SECTION 101(6) OF INTERNAL REVENUE CODE

NOTICE: The law require. that certain information required on thin return be male available to the puhiie. Paz- 3 and 4 are
designad for this purpose and maybe prepared by carbon proem, if dnirod

FOR CALENDAR
or Fiscal Year Beginning
n PRINT PLa LY LEGAL NAME AND ADDRESS OF ORGANIZATION
filed on orr the - Serial No.
15th day  the fifth o —
month following wing the District
close of the ~nnual no- .................................................................................. (Date __.re)
countlng perlod LULCN Y] -
t be flled
with the Collector of C e
Internal  Revenue for IStrOe[LSnambq
the district In which k
located the principal
place of busine.s or (CRYOrbvnl I'wtul~uneaumeer, Etet<
prloelpa1 efee of the .
orgeo~tlen Date of Bureau exemption letter:
1100, N0, GROSS INCOME
1. Grass pies or receipt. from business activities -~
2. Less: Cost of goods old or of operations (attach itemized statement)
8. Grow profit from business activities
4, Interest

6. Rent. And royaltien
1. Gala (or lose) from Rate of assets, excluding inventory Items (see Instruction 2)
& Other ineoma (attach ikntlud Wtenmni)_
9. Total grew income (item 1 to 8, IncL)____
INCURRED EXPENSES ATTRIBUTABLE TO GROSS INCOME

10. Compensation of offcers. irectors, trustees, ate 11. Salaries and wages (other than amounto shown in tem 10)
12. Interest

13. Tasea

14. Rent _

16. Depreektion___

16. Mieeollaneoue expenses (attach itemised atatmnent)

17. Total erperua (item 10 to 16, tooL)
DISBURSEMENTS MADE WITHIN THE YEAR OUT OF CURRENT OR ACCUMULATED
INCOME FOR PURPOSES FOR WHICH EXEMPT, AND ACCUMULATION OF INCOME
1& Administrative and operating expenses (act included above) ... 8
19. Contributions, gifts, grant., ate. (List each dam of activity for which diabureements were made

and ohm separate total for each Also attach list showing to whom paid):

S
20. Accamalation of income within the year (item 9 law the sum of items 17, 16, and 19) e
21. Aggregate accumulation of income at beginning of the year (computed for prior years an under -
item 20)---
22. Accumulation of Income at end of the year (item 20 plus item 21) $

DISBURSEMENTS MADE OUT OF PRINCIPAL FOR PURPOSES FOR WHICH EXEMPT
23. Administrative and operating expenses_
2L Contrlhotions, gift., grants, ate.:

(a) Paid out in prior yes, r 8,

(b) Paid out within the year (List each elm of activity for which disbursement. were made and
show separate total for each. Also attach list showing to whom paid)

- _ L PS——

RECEIPTS NOT REPORTED ELSEWHERE ON THIS FORM

2& Contributions, Rifts, grants, ate., received: 3%
DECLARATION

We, the " president (or vine president, or other principal officer) and treasurer (or assistant treasurer, or chief
aegw dIDur) of the organisation for or by which this return k made, each for himself declares under the penalties of
parinry  tthin return (including soy accompanying schedules and statements)) has been crammed by him and is to the best of
his knowledge and belief a true, correct, and complete rotor..

undersigned,

coa*aArm

IPreeMaatwothwpr1a01PdoaWrl ISYt.0001 Date, g
p (Date) IT van toavfiv-r) ™00 {lg]let (Desk!

The following additional declaranon dull be executed by the person other than An officer or employee of the orgooloodon
actually preparing tide returi

| deviate under the penaltles of perjury that | prepared this return for the organisation named herein and that this r.t-

(including nay accompanying arhedules and aatewent.) la to the best of my knowiedge and belief a true, correct, Rod complete
return.

INaO,e.t fir. erapler~. r ew?1 1Maweva of alrara mavia~ take nNm1
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Schedule A-BAL ANCE SHEET
ASSETS

1. Cach | —
2. Notes and accounts receivable._-_.

Less: Reserve for bad debts.
8. Inventoriea... [ — | —— |
4. Investments in governmental obligations_ X

6. Investments in nongovernmental bonds, etc- 1
L} L
7. Other investments (itemize) ¥ 1

& Capital as seta:

(@) Depreciable (And depletable) assets (attach itemized schedule)

Lens: Reserve for depreciation (and depletion)

(b) Land [} 1
11 Other assets (itemiae) [} 1
10. Total asset [ 1
LIABILITIES
11. Accounts | 1

12 Bonds, notes, and mortgages payable:
(a) With original maturity of less than 1 year
(b) With original maturity of 1 year or more
18. Other liabilities (itemise) .

14. Total liebilitiee..-.. [ |
NET WORTH
15. Capital stock:

(a) Preferred stock_ [}

(b) Common stock _ [}
16. Membership certifcates..- I _._._. n R
17. Paid-in or capital surplus (or donated capital if a trust)-_-
18. Surplus reserves (itemise) L} 1_$
19. Earned-surp} d ivided profits.--:-
20. Total net [ 1
2L Total liabilities and net worth ._ I _

E— 1
S— 1
1
LI S — 1
[ { - | 1
[ 1 ol 1
$ 1 1
s
4 ]
s
B
. 1 1
L I;Ii 1
[ = ]
[ ]
o

Pas 2

AS OF THE BEGINNING OF THE YEAR

1. State nature of activities _— r

2. Have = you Sled a tax return on Form 990-T for this year?
v..ni..n(, mzs.. e.e~nm~ wm pw. et. msol

B If so, where filed? [}
(Yes or No)

Unrelated business gross income reported $ [}

8. What is the legal form for your organization (corporation,
trust, unincorporated association, etc.)? [}

4, In what year was your organization formed? [}
In what State or country? -

6. If successor to previously existing organization(s), give
name(s) and addresses) of the predecessor organiza-
tion(.) 1 1 I

L]
Itren o, o
p a 'to ea”" claw of storka, @) thenumber ofsha€s
outstanding, (b) the number of shares held by individ-
s, (e) the number of shares held by of niestions,
(d) the number of shareholders at eng ol~2

Vear And
(e) whether any dividends may be paid

d-to-the:-B

7. H b & previ port '
been made in your articles of incorporation or bylaws or
other instrumentsof similar import? If so,

ataeh a of the amendment.
copy

1
(Y.. ne Net

8. Have you had = 1 sours  of income or engaged in any
activities which ~ave nott previously been reported to the
Bureau? - . If so, attach detailed statement.

(Yaw No)

F 9. Did you hold any real c[)ropexjty for rental purposes on which

there is An indebtedness incurred in Acquiring the prop-
erly or in makin% improvements thereto?
If so, attach detailedd statement.

10, After July 1,1950, did-

The creator of your organization, or
A'tontributor to your organization, or

A brother or sister (wholee or half blood), spouse, an-
cegtor, or lineal descendant of such creator O contrib-
utor, o

(Y.s er Nol

ration owned (60 t or more of voting stock

Aor50 ore o
‘ndreyby s oot
la)lBorrow any part of your ideome or
) 3 (YS w Ne)
(b) Receive any compensation for personal
services from you? , , , , , ,
. (Y. se Noj
(c) Have any part of your services made
available to him T B
;. Ix. eriie-
(d) Purchase any securities or other prop-
erty from you?
(Y. w Ne)

(e) Sell tiny Securities or other property to

. ) (YreeNe)
(/) Have any é)an of your income or corpus
diverted to him by any transaction. ..

1 (Ys,aNet

If answer to any question Is 'yea," attach detailed statement.



TAX-EXEMPT FOUNDATIONS

.6 1o EE"RWARTMENT

awe, +Us Snow
UNITED STATES

PAU 8

RETURN OF ORGANIZATION EXEMPT FROM TAX UNDER SECTION 101(6) OF INTERNAL REVENUE CODE

(To be made available to the public as required by section 153 (€) of the Code)

FOR CALENDAR Y EAR-

or Fiscal Year Beginning _ and Ending :__
This return PRINT PLAINLY LEGAL NAME AND ADDRESS OF ORGANIZATION )
| 0) or r?|1fﬁﬁ Serial No.
Tonlhafxcllg]l |UWI ng the District
(Date rsne(.ea)

“’“r?'”#]Bot?qg filed
|tht e ollector of

s 'ecfﬁ'”w'ﬁh'? ......... o

hast { Citrvemwnl PvnWzovenvmMri 18tatel
Brlnt:lpal omee Of Ef‘the .
orgamaatiou. Date of Bureau exemption letter: .. e
GROSSINCOME
Itue ga . " .
1. Grew Balesor receipt. from.booiness activities  ......cccceveereeinnene $

2. fsse: Cost of goods sold or of oeeratione
S. Grq, profit from' business aeBvities
4. Intereal. ¢
5. Dividends
6. Rentsand royalties t
7. Gain (or low) from sale of assets, excluding |nvent0ry items
& Other Income_ o+ _ i
9. Total grossincome (item. 1t08 |nd)
INCURRED EXPENSES ATTRI BUTABLE TO GROSSINCOME
10. Compensation of ofcers, directors, trustees, etc
11. Salaries and wages (other than amount. shown in item 10)
12. Interest_
18. Taxee-_--
14. Pont
15. Depresiation-
18. Miatallaneaps expenees
17. Total expenses (items 10 to 16, incl.)
DISBURSEMENTS MADE WITHIN THE YEAR OUT OF CURRENT OR ACCUM ULATED
INCOME FOR PURPOSES FOR WHICH EXEMPT, AND ACCUMULATION OF INCOME
18. Administrative and operating expenses (not included above)
19. Contributions, gifts, grant., etc. (List each class of activity for which disbursements were made ~
and show separate total for each) :

20. Accumulation of income within the year (item9 less the sum of items 17, 18, and 19)
21 Agg{regaét(% accumulation of income at beginning of the year (computed for prior years as under
item 20).... 0
22. AceumWation of income at end of the year (item 20 plusitem 21)_.:
DISBURSEMENTSMADE OUT OF PRINCIPAL FOR PURPOSES FOR WHICH EXEMPT
23. Administrative and operating expenses_
24. Contributioss, gifte;grante, etc.:
@) Paid out in prior years_
(b) Paid out within the-year (List each clue of activity for which disbursements were made and

show separate total for ash):
1 _d | I |

[ -

25677-53--6
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Schedule A-BALANCE SHEET AS OF THE BEGINNING OF THE

SSETS
1. Cash--- .
2 Note. and account. receivable-
Less: Reserve for bad debt. 1
8 Inventories ] 1

+ Investments In nongoverumentalbonds,
& Investment. iicurppramaocb
7. Other investment. (itemize) [

& Capital assets:

(8) Depreciable (and depletable) assets (attach itemised schedule)---.-.

| ees: Reserve for depreciation (and depletion)_+

o, Ot D themise) .

10, ----Total assete-- |

LIABILITIES ~
- Accounts payable [ 1
_ Bonds, notes, and mortgages payable:
(a) With original maturity of less than 1 year g
(b) With original maturity of 1 year or more ]
18. Other liabilities (itemise) 1 1

. | - 1
Twtal liabilities

14
NEy WORTH,

16+ Capital dock:

(a) Preferred stock

(b) Common stock - L} 1
18. Membership cartifeatee .
17. Paid-in or capital surplus (or donated capital if atrust)-....
1& Surplus reserves (itmnise)

o
Earned surplus and undivided
Total net worth 1
Total liabilities and net

——

| E— | — |
orth 1 1

GENERAL INSTRUCTIONS

1. An annual statement of gross income,, receipts, disburse.
meets, em % on this form, is required by law of every organiza-
tin which is exempt from tax under the provisions of sections
101 (6) of the Internal Revenue Code, excensipganiyidd) a re-
ligious organization; (2) an educational if it
normally maintains, regular fecalty and curriculum and nor.
.any has a re%ularly organised body of pupils or students in
attendance at the place where its educational activities are reg-
ularly carried on; (3) a charitable organization, or an or
ization for the prevention of cruelty to children or animal,, if
asp_{aprmd in whole or in part, by funds contributed by the
United States .se,y State or pobtical subdivision thereof, or

rimority supported by contributions vOf the general public;
@) or an organisation operated, supervised, or controlled by or
in connection with a rehgroue organization exempt nder sec
tion 101 (6)* The law also requite. that every such o -
tiun furnish the information called for on pages 8 s n4 and
that such information be made available to gages he law
provides penalties for failure to furnish this Information.

2. Attach a detailed statement showing with regpcet to each
piece of pro p.rty sold: ) Date" ;red an nm o
acquisition- Fb) fGrow calm pri%eJ SOSt é’rEmhef baSle
inand ARSPEARIN IR ToBSEEl  h RRsREe ©

epreciation aloes acquisition () Gain orr less-
(6) plu. (e) min. (e) plus (d).
8. In all ease, where item 8 or 25 include. money or property
,untm% to $3,000 or more, which was rettived directly or
Indirectly from oneperson, in one or more trenesrtione alarm
the year, itemized schedules showing the total amount receivz

from and the name and address of each such person shall be
attached to this return. (The teem "person” includes individ-
uals, fiduciaries, partnerships, corporations, sewciatoas, and
other organisation. *

A Exgenses may be divided between items 10 through 16 and
items 18 and 23 on the basis of accounting records. If such
records do not provide for this division, expenses may be divided
on any reasonable basis, such as an approximation of the use
of afacility or the time spent by an individual*

5. Activities in Items 19 and 24 (b) should be elaesl~
Recording. to purpose inn greater detail than merely charitable,
educational, religions, or scientific +  For example, payments for
nursing service, for laboratory construction, for fellowships,
or for resistance to indigent families ehnldbe soidentified.

The detailed list of organizations and individuals to whom
payments for on attached to itemized etsmmetes

°page Il should'B€ pap ée .. Duplicates
are not required in connection with pages B'and *:

e. The balance sheet, Schedule A, should agree with the
book. of account or any differences should be reconciled.

7. In all case, where line 6, Schedule A, includes 10~~peKen t
re f any clam of stock of any corporation, art aalr a lid
showing the e em’ _ration, the number of shares of
each typo o1= dowped eludi  mformatio indicating
and the bank value

~Po),

S. For further information see regulations under seetiees
54(f), 101, and 158 of the Internal Revenue Code.

of the stock included in lion

Fore 990-T.-The Rev oue Act of 1960 irngose a tax, with resgect m taauble Year. Wincing ajtec Deoemher 01, IOgO,

is the -of certain orgsalsatiois exempt from tax under section 101 (1), (6), |72, and
on income derived a) from operation of a business enterprise whicl ed to th

feeeived an asemptln or (D from certain rentals frov
0 be reported on Form 99~T, copies of which may

(14) of the Internal Revenue Code
unrelat e purpose for which such organtnfln-.
eased. to others on a tog-term baste. Pun t income amd tai HUi
from the Collector of, ternal Revenue.
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.=,1111 ST=,
EXEMPT ORGANIZATION BUSINESS INCOME TAX RETURN
oW, "wuzzzAU, 1371, Intenj R_~v~ MW
FOR CALENDAR YEAR IM

~~Ana im~~I'meo

N__ N°&.bad...zod oo Qms
K.. =zod &-j4~ do,141-"=I0a ~~~

SUPPLEMENT U NET INCOME COMPUTATION,
‘o _ ~N=E= ===~~~y
g i-i'mizz are I-: o ad
~A~nto s Amg hattor.” = e—-_ - L

AGreat profit A~
4.

W et capital Sao from cutting timber. (Attach statoment)___
(b) Net. o~~~ timber. =alh
wA—_ A _rnera'~  ~~lol*dl. ~_
cutting "Suppicram. azza rens. (From Schedule D)-_,
20. Total ounalsood trade or butince, Income In Itaran 3, and ,~*

~Nvmv=~n~m~m~o~o~ca-mal Nz o~ =

~ 7~ reci.ion.  (prove Schedule " R
2. Depletion °mi~woil and gas ralls, "mbez, ~(Submit ~hedule).__.---.__

10, Poniatif maen el whut23, Amounit-tbuted under pesion, Block p—
=Other deduction, authorized by ~~ (From Schedule ~'

25. Total ded.tiona * ) .
26, Unrelated buze et income before deduction ~,w, t of ~ N~ ) ~
2. o" operating Icza °~n~acadin~ (BUbMIE
2. U-1

[

0. supplement | ~

A" =PUTATIONN~=EN="~°= p~A~~~.~ attach Farm ~T-Fy.)
ORGANIZATIONS TAXABLE AS CORPORATIONS. p~".-,°Aatru.U. AN (II)

$1. Combined normal t- and If--at In Item 30 1.:

I
- Cre AEtl lance fa forolim country - United Stateez poncenio. a-ed . d -tic corporation.
ach Pert,

—— TRUSTS TAXABLEAT lo

Inatorectico.
36.

income W Otam W or 37, whichever 3
40, Bafzm™00Ma lazat paid to I fmWI country or United SLAUN P, ~.az. tLh it

artneddent (or e T other Principal Man,) and treamner (or

=1txt, =.rlu_=

"Am GjAw 07.5f.si-M."wolia, SO - "
Twa 1;rlag dditl, W dealamtlon than be meauted by the porzoe other than the J4,da,y or an officer or employee of the rimmiti- actually

-O W N — =}, pgﬁﬁ%red thb return for the tuA or mWiastio, named herel, anci that LAW return It w the bmt of my


http://wolia.so
http://wolia.so
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S g A 0OST OF GOODSSOLD.IS. I-erthre ) &t0B=0F

i’}

—ul-CINCOMEFROMPARTNER

3
5

iPS

=

LlH 1o d 1 W 10)

.
_ $. 3. [ SUSTUUUUR SRR QTR
W~
B >
7 —_—
Total. (Enter as item 18, 1, subject to
,.W. W.- ~|te. 17, ~N S - :tnqur:u;:;ﬁo:) (s::i:m::m:nls).. [

IN._(See Instruction 19)

e Lite |-
1. Estl.
6. Rematntng Cort | U4 | muiod Lite

o Uther Basls To | ACH From
M 4
Be Roooversd | BUGE | Beginniag

4. Depreciation
F | Allowed (or siiowable)
 Frior Vears

tion

s
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Mr. FoRAND. May I ask a question, Mr. Chairman?

Mr. HAYS. Mr. Forand.

Mr. FORAND. Mr. Sugarman, who many of these reports did you say
are filed now?

Mr. SUGARMAN. We have a total number of returns, forms 990
and 990-A

Mr. FORAND. How many of those are there?

Mr. SUGARMAN. Slightly in excess of 100,000 per year.

Mr. FORAND. How many of those are examined? Are they all
examined or do you make a spot check like they do with the income-tax
returns?

Mr. SUGARMAN. We tend to make a spot check. We have a regular
procedure for surveying and examining them, and under our pro-
cedure we are able to reach about a third of them each year.

Now, that means the spot check survey, checking examination of
the returns-we go into a more intensive examination, which will
include a field examination where there are doubtful items shown
by this initial survey.

Mr. FORAND. Is it the idea of the.Bureau to expand this operation
so that there will be more returns examined, just like the process that
is now developing regarding the income tax returns?

Mr. SUGARMAN. We have been making studies on that whole subject,
partly in connection with-the reorganization of the Bureau that is
going on now, and partly as a result of the 1950 legislation which,
of course, has introduced new elements that we must administer.

We are studying it from the standpoint of additional sampling
techniques, and also from the standpoint of possibly decentralizing
further aspects of the work, to provide an examination closer at the
home of the organization.

I might say, of course, and I am sure you will realize, that we
probably can never and probably should never, get to the point of
examining every one of these returns because we do not have the
manpower, and it probably is not necessary from the standpoint
of the economy to look into every one of them, but we are developing
scientific sampling techniques with a view to getting around to an
audit of all the questionable returns, and to hit each one of these
over a certain period of time.

Mr. FORAND. Thank you; that is all.

Mr. HAYS. Mr. Simpson?

Mr. SiMPSON." Well, you have a sentence in here which says, "During
the 2-year period ending June 30, 1952, the exemptions under 101 (6)
of approximately 55 organizations were revoked."

r. SUGARMAN. Yes, Sir.

Mr. SIMPSON. That 1s 55 out of two times 14,000 would it be?

Mr. SUGARMAN. No, Sir. It would be 55 out of the total 101 (6)
category. Now, that is based upon a total of-well, your statement,
[ am sorry, your statement is approximately correct. It is 32,000,
the figure'I am referring to.

I might say that that 55 figure is based upon the events since the
last cumulative report, which was 2 years ago.

Mr. SiMPsoN. Yes; plus a very low figure percentsgewise, is it not?
Mr. SUGARMAN. ljercentagewme 1t 1S, yes, sir. ou understand,
course, that the 32,000 include all of the organizations under 101 (6},

0
ail of those that are described actually in section 23 (o) and 23 (q
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of the Internal Revenue Code, which has, as you know, slightly' differ=
ent provisions.

Mr. SIMPSON. Ijust want to say, Mr. Chairman, this is a very fine
summary; it is very helpful to the committee.

Mr. HAYS. Thank you.

Mr. Goodwin?

Mr. GOODWIN. No questions.

Mr. HAYS. Mr. Keele ?

Mr. SIMPSON. I am curious on one other aspect. Under that sec-
tion that is in the law now denying exemption where the group are
on the Attorney General's list and are Communists, and so so, I am
curious to know how frequently you have-occasion to use that provision
of law. In other words, will a group come in and admit that they
are aiding the Communists?

Mr. SUGARMAN. I might say in regard to that, Mr. Simpson, that
that law was enacted in 1950, of course, and is under the administra-
tion of the Department of Justice, and we have been following that
very closely, and the present situation appears to be this : that the
Department of Justice has instituted its first attempt to enforce it
through, as [ understand it, the Communist Party, and they have
gotten into a legal wrangle on that.

As a result there have been actually no lists issued by the Attorney
General under that statute. In other words, we have no informa-
tion from that source, as yet, and I do not know when that will be,
but apparently, when they get the legal aspects of it clarified then
we will be able to get our information.

[ might add, however, separate from that which is under the Inter-
nal Security Act, we have available the lists which have been issued
by the Attorney General under the loyalty program, and those have
been issued under Executive orders, and certified to the Civil Service
Commission.

Our procedure is to watch that very carefully and, of course,
we do not have any organizations granted exemption which are on
that list.

Mr. SIMPSON. Are there foundations which do not claim exemption
which are for charitable purposes?

Mr. SUGARMAN. As I indicated earlier, there may be a number of
trusts which will contribute a large part of their income to charitable
purposes. They have an unlimited deduction, assuming they qualify
under the statute, so they may be wholly or partly for charitable pur-
poses but do not claim the exemption.

Mr. SIMPSON. Yes.

Mr. SUGARMAN. They are subject basically to the same rules, how-
ever, under the 1950 legislation. _They are required to fill out a form,
1040 A, which has the Ssame publicity requirements; that is also on file
in the directors' offices.

Mr. SIMPSON. But is it possible that there would be a true founda-
tion which does not claim the exemption, and may be using its money
for Communist purposes:?

Mr. SUGARMAN. Well, of course, I suppose that is always possible.
The only answer I can give is that to the Eest of our knowledge, based
on investigations, none of them are exempt at this time.

Mr.°SIMpsoN. You would not know about it, even about the existence
of the foundation, unless it claimed the exemption, would you?
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Mr. SUGARMAN. No; I would have to disagree on that, sir, for this
reason : Through our directors' offices or the former offices of collectors
and special agents and revenue agents-in-charge, we are, of course, at
temEtlrég to keep aware of any items which will come to our attention.

The directors' offices also have the obligation to canvass for delin-
quent or failure to file returns, so that we have, based on our regular,
procedures, either an exemption return form 990 or 990-A, individual,
or also individual or corporate trust returns, from these organizations.

[ might say, Mr. Simpson, if I can add one thought, of course, we
are not able to have a policeman at every corner to dig out all of these
organizations, but we have the sampling investigative techniques' in
which we-attempt to obtain that information.

Mr. SIMPsoN. ' I understand that.

Mr. Kiui.E. Mr. Sugarman, among those to whom questionnaires
were sent was the Robert Marshall Foundation. We were advised
by the foundation that they did not fall within the purview of the
inveitiﬁation because of the fact that their tax-exempt status had been
revoked.

On investigation we found that to be the fact, and it would appear,
therefore,, that we have no jurisdiction over that foundation.

Do you recall that incident or the circumstances surrounding the
revoking of the exemption of the Robert Marshall Foundation?

Mr. UGARMAN. I personally do not. T wag not in charge of that
work at that time.

Mr. KEFix. Do you know of it from your work or experience?

Mr. SUGARMAN. T do know the exemption has been revoked. We
will be glad to supply for the record of the committee the date or the
year that exemption was revoked.

Mr. KEELS. Do you know the grounds on which it was revoked?

Mr. SUGARMAN. ~ Our files will show that, Mr. Keele.

I was checking a release which we issued a number of years ago
to see whether or not that name appeared on it. It did not. )

[ can say, this, generally, that as to that organization, the denial of
the exemption was, of course, based upon the fact that it was not
operating in accordance with the exempt purposes. Now that, of
course, 1S°@ matter of the section 101 (6) operations where it has to
be charitable or educational.

Mr. KEELE. You do not know beyond that as to what it was doing?
You say it was not doing that which it was required to do under the
exemption. Do you know what it was doing or what the charges were
that were br%ht against it as to its activities?

Mr. SUGARVAN. Mr. Keele, I have not reviewed that file, and I
could not at this time describe that. I did not attempt to do.that before
these hearings.

Mr. KEELE. You were not asked to do that, I don't believe, and were
not told that the question had arisen.

Do you have knowledge of any of the other cases where the 55
instances were instances where exemptions have been revoked, as to
the circumstances surrounding those?

Mr. SUGARMAN. They would all be revoked on the same general
ground of operating contrary to the provisions of section lg 1 t(6).

Of course, that depends upon a detailed factual analysis of just
what the organizations have been doing, and those are taken up as
individual cases.
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[ wish to make it clear that in each of these instances where we re-
voke or deny exemption, it is a matter of determining the facts which
we obtain from the organization or from our field investigation, and
it is a case-by-case analysis.

Mr. KEELE. Mr. Sugarman, would you be in a position to express
an opinion as to whether or not the Bureau is presently equipped from
the point of view of workload and manpower to investigate with any
degree of thoroughness those organizations which are or may be en-
gaged in subversive activities? ] .

r. SUGARMAN. I would have to answer your question this way and
it, perhaps, is a typical answer : That we do not have enough people to
do the job we would like to do. I am not sure we will ever be able to
reach that point, The Revenue Act of 1950, of course, has added to the
job we have to do in the sense of providing additional specific provi-
sions as to the nature of activities of organizations which are to be
granted exemption or denied exemption, including the related deduc-
tion provisions.

[ will say this, however, that as I indicated, in answer to a previous
question, we are studying this matter now with the view of providing
a more effective enforcement through field offices. Now we are in the

osition, of course, of having the major responsibility for collecting
Paxes. Each of our front-line enforcement officers is, on the average,
able to produce $86;000 of additional tax revenue.

Every time we take one of those men off the job of examining tax-
able returns, and putting him into other fields of activities, we have a
serious question oip the proper use of our manpower.

We recognize the importance of this field, however, and that is the
reason we are making this study at the present time of additional means
we may use to give effect to the provisions of the Revenue Act of 1950.
Those studies have not yet been completed, and for that reason I am
unable to tell you at this time of the precise measures We will take, but
I do wish to express that we do recognize the importance of it.

Mr. HAYS. Mr. Sugarman, we thank you very much, sir, for a very
fine presentation.

Mr. SUGARMAN. Thank you very much. )

Mr. HAYS. We appreciate the work you have done on this, and the
members of the Ways and Means Committee are particularly interested
in what you have submitted. It has been very helpful.

Mr. SUGARMAN. Thank you.

Mr. KEFr.F. I think it should be added, and I would like to say
to the committee at this time, that they have been very helpful in
conferences that we have held, numerous conferences we have held,
with numbers of their staff, and they have been most helpful in
supplying us with information and advice.

Mr. SUGARMAN. Thank you.

Mr. HAYS. Thank you.

Do you want to call Dr. Andrews back, Mr. Keele?
Mr.’KEELS. Yes ; if Dr. Andrews will take the stand.
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STATEMENT OF F. EMERSON ANDREWS, RUSSELL SAGE
FOUNDATION-Resumed

Mr. KEELS. Dr. Andrews, you testified yesterday, I believe, and
one or two questions have occurred to the committee, or to the staff
members since you left the stand. _ )

One point that Dr. Hollis made is that, in response to a question
from me, the foundations or their prototypes have from earliest times
enjoyed tax exemption.

fs%t not a %(act It)hat when the Rockefeller and Carnegie philan-
thropes were first instituted around the turn of the century, and
in the first decade of this century there were no income-tax laws from
which they could gain exemption? Is that correct?

Mr. ANDREWS. That is a fact which, I think, certainly ought to
be emphasized. The personal income tax, I believe, began in 1914,
so that most of the early large foundations were established by per-
sons who received no exemption on their income as a result of their
gifts to those foundations. )

Mr. KEELS. The point is then that, as regards those early philan-
thropies, there was no question of tax benefits, or the tax incidents
were not considered as a factor in the setting up of those foundations;
is that not correct? )

Mr. ANDREWS. Personally, that is a fact in regard to their personal
taxes.

Mr. KEELS. Of course, that has changed with the advent of the
income tax, and with the change of the tax structure.

Mr. ANDREWS. It might be said, too, that the corporation tax. was
at very low levels until 1936. ] _

Mr. KEELS. Has your attention been directed in the course of your
work to the activities of organizations which are taking advantage
of the tax structure relative to tax-exempt philanthropies and chari-
table organizations, such as the Textron Corp., and that I§1roup of
organizations with which Mr. Royal Little is concerned? Have you
had occasion to look into their activities at all?

Mr. ANDREWS. We are, of course, with Mr. Royal Little's five foun-
dations. We have seen the hearings that Senator Tobey presided
over in the Senate, and II have some correspondence, although I have
never personally talked to Mr. Little..

Mr. KEELS. Have you any views or suggestions or comments to
make with reference to that: group of organizations or organizations
of that type, and as to the effect that their operations may have on
the general feeling, the public view, shall we say, that is held with
regard to foundations?

r. ANDREWS. I think Mr. Little's foundations are one example-
and there are others-of foundations which were set up from quite
mixed motives.

Mr. Little, I think, is thoroughly sincere in believing that he is
a crusader in the field of getting income for business. He believes
that present tax laws limit the amount of capital a business can
accumulate so that it cannot expand as rapidly as private enterprise
ought to expand, and he has, therefore, used the device of the founda-
tion with the tax exemption that the foundation. acquires, and with
a charitable beneficiary, as one means of building up large sums of
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capital which, at various times, 'have been borrowed for business
enterprises.

He tells us that he does pay his trustees. I believe the trustees
of the Rhode Island Charities Trust receive 1 percent of the corpus
per Islfear, and that is based upon the corpus, according to Mr. Little,
so that they, too, shall have an interest in increasing that corpus as
rapidly as possible. They are relieved from the restrictions on many
trustees as to relatively safe investments.

They are supposed to use their money as venture capital in the
business sense, to build up as large a corpus as %uickly as possible,
and they have done that, as you know. I think a $100 original invest-
ment was kited to something like $5 million in the case of one of
these trusts. ] )

Mr. FORAND. May I say right there, isn't that the Rayon Corp., of
which Bayard Ewing is the sole trustee?

Mr. ANDREWS. I %ave been called here without previous warning,
and [ do not have the actual data in hand, and I cannot positively
answer that.

Mr. FORAND. I am quite sure that is the one.

Now; so far as the Textron Foundation, or whatever it is called,
is concerned, there has been a reat deal of disturbance among the
people in my home State of Rode Island, because the money that
was supposed to have been borrowed from the several foundations
organized by Mr. Little was used to purchase textile plants that were
in operation. Then he would liquidate' these plants,, sell the ma-
chinery, retain the trade-mark of the goods that were then manu-
factured, and close the plants down.

In fact, just within the last 6 months Textron took over the Lons-

dale Co., closed down the Berkeley mill, which 1 in the very village
in which I live, and in addition he is now working toward the closing
of the Blackstone mill, formerly of the Lonsdale Co.
It is looked upon as a real abuse of the foundation in that case,
In cases such as the one Mr. Little has developed, and we think it is
mighty unfair to other foundations who are organized for real pur-
poses of helping people rather than throwing people out of work
and moving the capital from our State of Rhode Island to other
parts of the country and to Puerto Rico, and I would like to have
all the information that you possibly could give the committee on
that type of corporation to see if the committee can do anything to
correct such a thing.

Mr. ANDREWS. I do not quite see that leglsll means as yet-speakin
personally, now, | have never been ha&py about foundations organize
primarily for dpurposes other than public welfare. Legally, obviously,
that can be done and, presumably, the charitable organizations will
eventually benefit. But whenever a business purpose and a charitable
purpose are combined in one organization, one always fears that the
charitable purposes may come out at the short end.

Mr. FORAND. That is what is happening. It appears now that what
has been done with the money of this foundation 1S that very little
of it is gromg into these charitable organizations at the present mo-
ment. They are building up the corpus and using that corpus on
loan to Textron and other similar organizations for strictly com-
mercial purposes. So if you have an opportunity to give that some
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thought or make some recommendations to-the committee, I am sure
the committee would aﬁ)preciate it very much.

Mr. ANDREWS. I will consider it further.

Mr. FORAND. Thank you.

Mr. KEELE. Mr. Andrews, you spoke yesterday at the end of your
testimony relative to public accountability or the requirement of,
the possible requirement, of having foundations make full reportin
of their activities. You are familiar with the forms now require
to be filed by tax-exempt foundations?

Mr. ANDREWS. Yes, Sir.

Mr. KEELE. Under the 1950 act, are you not?

Mr. ANDREWS. Yes, Sir.

Mr. KEELS. Does the information cover-do the information re-
turns cover-the ground that you had in mind when you spoke yester-
day and read the answer of the Russell Sage Foundation, the answer
to our questionnaire, relative to reporting?

Mr. ANDREWS. No, Sir. I think more is needed. Those are pri-
marily financial reports. It is true that it addition to the financial
statistics they do require a listing of the persons receiving grants,
but I should like to see in a report a much more complete report of
activities, that 18, the nature of the- activities, what it is planned to
accomplish, and probably personnel. None'of those things are re-
quired in 990-A.

Mr. KEELE. That is all I have.

Mr. HAYS. Thank you very much, Mr Andrews.

Mr. ANDREWS. Yes, Sir.

| Mr. KEELE. General Simmons, will you take the stand. Be seated,
please.

STATEMENT OF JAMES STEVENS SIMMONS, DEAN, HARVARD
SCHOOL OF PUBLIC HEALTH

Mr. KEELE. Will you tell the committee your name and your posi-
tion at the present time.

Mr. SIMMONS. James S. Simmons, Brigadier General, United States
Army, retired, and I am dean of the Harvard School of Public Health
at the present time.

Mr. KEELS. All right.

We have asked you to come down here today, General Simmons,
to discuss with us and to tell the committee what, from your work
and experience, you know of the impact of the foundations and their
work in the field of medicine and public health on our society today.

[ wish you would proceed in your own way to discuss that subject
with the committee.

Mr. SIMMONS. Mr. Keele, I have a prepared statement, and with
the permission of the Chairman, I would like to read that.

r. HAYS. All right.

Mr. SIMMONS. I'believe it will give you my views.

Mr. HAYS. We will be very glac[g to hear it, General.

Mr. KEELS. Very well.

Mr. SIMMONS. Mr. Chairman and members of the committee, I
appreciate the honor of being invited to come here and give you my
concept of the contribution which the Ehilanthro ic foundations
have made to medicine and public health. I am glad to comply, but
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first I must make it clear that [ am not an expert on foundations. I
am a physician and 30 years of my life were spent in the Medical
Corps of the Regular Army, where [ was engaged in teaching, re-
search, and administration in the special fields of bacteriology and
military preventive medicine. Since retirement from the Army 6
ﬁears ago, I have continued to work for both military and civilian

ealth-as consultant to the Armed Forces and as dean of the Harvard
School of Public Health. Therefore, I will have to talk with you
not as a foundation expert, but as one whose life has been spent work-
in%]for better military and civilian health.

aturally, my work has brought me into contact with many founda-

tions and I am keenly aware of the constructive job many of them
have done in helping to finance education, research, and direct field
service both in medicine and public health. I have served on the
scientific advisory boards of several foundations, including the Gorgas
Memorial Institute, the Leonard Wood Memorial for the control of
leprosy, the National Foundation for Infantile Paralysis, the Ameri-
can Foundation for Tropical Medicine, and others. Also, I have
worked in close contact with still others, including the Rockefeller
Foundation, during my Army service and in my present position at
Harvard, as dean of the School of Public Health.

There are, of course, many other foundations with which my per-
sonal experience has been limited, or with which I had no contact
at all. "This is obvious when we realize' that in his book, entitled
"American Foundations and Their Fields," Mr. Raymond Rich in
1940 listed 71 foundations that were spending money in the fields of
medicine and public health. _

I believe I can best give you MYy concept of the importance of the
contribution which has been made by these philanthropic agencies by
dividing this statement into four parts : First, [ should like to men-
tion certain advantages of nongovernmental financial support in the
field of medicine ané public health; second, I shall briefly indicate
the rapid progress which has been made in the health sciences during
the last generation ; third, I shall give examples of the way in which
at least one great foundation has contributed practically to this
achievement; and, fourth, I should like to raise the question as to
their future role in America's emergency health program.

Now for the advantages of foundation financin

The money of a foundation can be considered as "risk" capital. It
can be spent for the benefit of the public in many ways which are not
permissible .with public funds. Foundation money can be risked on
exploratory activities, either in a basic effort to find the solution to
unanswered ?uestions or in the field trial of suggested methods, the
usefulness of which has not yet been proven. In the field of my pri-
mary interest much foundation money has gone into education and
into the investigation of basic problems. It has been used to train
sftl)ecialists, to search for the causes of disease, to discover methods for
their prevention, and to find links in the chain of transmission that
might be easily broken. Foundation money has also gone into the
application of new knowledge and the use of the available informa-
tion to secure practical results in the most direct and efficient manner
possible through the administration of public health methods.
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An index of the effectiveness of such pioneering work is the extent
to which it has led to the subsequent general application of originally
experimental methods on a broad scale with the support of public
funds. In many instances Government has taken over health func-
tions which were once financed entirely or partly by foundations. ~For
exaunple, the present, structure of our local health agencies in the
Ux4 te7 States has grown to a'lar.g extent from the pioneering work
of the Rocketeller %‘oundation‘s anitary Commission and its suc-
cessors in the field of hookworm control and local health development.

The great wartime research program financed by the Armed Forces
and the Committee on Medical Research of OSRD and the current
programs of the Armed Forces and the Public Health Service have
all been modeled, at least in part, on the experience furnished by
foundation projects. It might be added that the foundations likewise
have extended the earlier basic researches made by our military
pioneers, as, for example, the programs of hookworm eradication and
the:control of malaria and yellow fever, _

In brief, one of the important functions of foundation money has
been to expedite the application of new knowledge quickly and on a
broad scale. A great advantage of the private foundation in such
e)éploratory work is its ﬂexibili‘?/. [t can change programs rapidly,
add or subtract funds easily, shift personnel on short notice, and with
more freedom than is usually possible for Government-controlled
Ilgrojects, which of necessity must be subject to more rigid controls.

he president of one great foundation is said to have remarked,
tiously, that "the fuction of a foundation is to make mistakes." I
believe this is true, because any foundation which is unduly worried
about the possible failure of its programs of investigation'is 11 no
position to make a great and lasting contribution to the advancement
of knowledge.

Thus, as I see it, the great advantage of foundation financing is its
"'risk" money. Efficient safeguarding of Government money, on the
other hand, usually calls for more caution and for careful investment
in surer opportunities. The foundations have heg)ed enormously to
strengthen Government programs of research and education and to
extend their application to the people of the world. Also, they have
made a'unique contribution to international good will, since” they, have
been able to operate in many foreign areas where help from our
Government might not have been accepted.

A century of progress in public health : Now, [ should like to indi-
cate briefly the unique progress that has been made in medicine and
public health during the last century, in order that we may visualize
more clearly the contribution of the foundations to this progress. The
great American foundations are a product of our modern age of rapid
economic and social development and scientific discovery. The out-
standing example is afforded by the philanthropic organizations estab-
lished by Mr. John D. Rockefeller.  When one recalls the period dur-
ing which he lived, it is not surprising that so much of his wealth,
like the funds of subsequent foundations, was invested in the con-
structive fields of medicine and public health.

At the time of Mr. Rockefeller's birth in 1839, the great pioneer
Louis Pasteur was only 17 years old; and no living creature on the face
of the earth was aware of the microscopic causes of the numerous in-
fectious.diseases that had always afflicted the human race. During the
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98 years which passed before Mr. Rockefeller's death in 1937, he had
accumulated his great fortune. Also, he was privileged to watch the
birth and the phenomenal growth of the entire structure of modern
medicine and public health. It therefore seems natural that he and
his family, with their deep sense of social responsibility, should have
been attracted to this exciting new venture which held so much prom-
ise for mankind', and that as his fortune grew he'should have invested
so heavily in the prevention of disease.

The basic sciences from which modern medicine developed were not
born until after the Civil War. Even as late as 1872 when the Amer-
ican Public Health Association was established, Pasteur had only
recently announced his discoveries on fermentation, his work on silk-
worm disease in France and his revolutionary new germ theory of
disease, which was not generally accepted until much later. Lister
had just started his so-called antiseptic surgery,. Robert Koch had only
begun, his pioneer work in bacteriology and he had not then.dis-
covered the causes of anthrax, tuberculosis, or cholera. The whole
science of microbiology was yet to be developed.

During the next three decades the basic medical sciences grew rap-
idly and the causes of many diseases were discovered. However, even
at the turn of the century there was still an enormous lag in the devel-
opment of epidemiology and in the application of all this new knowl-
edge to the treatment and prevention of disease. In 1900 the death
rate for the United_ States was still about 17 per thousand and the
expectation of life at birth was about 47 years. The disease death
rate among American troops in the Spanish-American War was
around 255 per thousand per annum, and typhoid, as many of you
know, was a serious cause of disability and death. The mosquito
transmission of malaria had been announced 3 years earlier 'by Ross
in England and by Grassi and his associates in Italy. But this infor-
mation had not been applied for the control of the disease and
Maj. Walter Reed had not yet completed his heroic experiments in
Cuba on yellow fever.

Since 1900, truly remarkable progress has been made both in medi-
cine and public health. Today our national death rate is less than
10 per thousand and the expected life span is more than 67 years.
Many diseases are still too prevalent, but the mortality from childhood
infections has been reduced about 97 percent. Likewise, the incidence
and death rates for infections of the intestinal, respiratory, and insect-
borne groups have been greatly decreased. In grief, our country's
health now compares favorably with that of the other leading nations
of the world.

Another good yardstick with which to measure this progress is
afforded by the increasing effectiveness of military medicine and
surgery, and especially the great advances made in military preven-
tive medicine. These advances are indicated by the decreasing death
rates' from disease in the last three wars, and the Army rates are
representative of the Armed Forces as a whole. These rates were as
follows: Spanish-American War, 25 per thousand per annum; World
War I, 16 per thousand; and Worl(F War II, 0.6 per thousand.

This brief review indicates that great progress has been made, and
1 am sure you will agree that the medical profession and all its allied
professions can be proud of their accomplishment. Many charitable
foundations have helped 11 the performance of this job, and [ wish
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i% were possible to mention them all. Instead, however, I shall use
the Rockefeller Foundation as an example of the type of contribution
that has been made by these foundations. ]

Rockefeller contributions : It would be difficult to estimate the total
professional contribution, made by Mr. Rockefeller and his family to
this great century of progress in dpublic health. The expenditur€s of
thevarious Rockefeller boards and agencies have approached $1 billion
and a large portion of this has been invested in human health. The
Rockefeller Institute for Medical Research was formed in 1901; ., and
the General Education Board, which was established in 1902, has spent
larI%e amounts for the sug}fort of our medical schools.

ookworm control and local health development : Later, the Rocke-
feller Foundation's sanitary commission was formed, and 11 1910 it
began a campaign against hookworm in 11 Southern States. This
ro%ram had a far-reaching effect on the evolution of Arﬁerican publi

ealth which is exemplified by the experience of my home State o
North Carolina. In 1‘5) 10, the year the campaign started, the total
annual appropriation for the North .Carolina State Health Depart-
ment was only $2,500. . The sanitary commission put on an intensive
campaign-going into every county and every township of the State.
They found many cases of hookworm disease in the eastern section of
the State. All of these people were treated, and a program of envi-
ronmental sanitation was carried out. However, the most important
result of this campaign was not the eradication of several thousand
cases of hookworm, but the fact that it aroused the citizens of North
Carolina and made them aware of the advantages of good health.
They realized for the first time that they did not have to put up with
preventable diseases and this spurred them on to work and vote for
more effective public, action in the protection of our people. As a
result, my State rapidly expanded its health facilities and activities;
and 11 years later it was spending approximately three quarters of a
million dollars a year on public health. Today, North Carolina's
annual health budséet is over $41/, million., and they have an excellent
health department. .

During this health campaign, another Rockefeller agency, the Gen-
eral Education Board, conducted an active program designed to teach
the farmers and housewives of North Carolina better methods of farm-
ing and living. Farm agents demonstrated modern methods of culti-
vation and showed people how to improve the yield of their crops.
Home-demonstration agents went into the homes and taught the people
how to improve their living conditions-how to sew, how to can and
preserve their food, and how to prepare healthful, nutritious, balanced
meals for their families.

The combined influence of these two grass-roots Rockefeller pro-
grams did much to stimulate better health and the. rapid economic
development of North Carolina. Within 11 years the State had. not
only improved its health, but had increased enormously its agricul-
tural productivity; and it is-significant that most of this agricultural
development took. place largely in the eastern part of the State where
hookworm disease had formerly been most prevalent.

The Rockefeller International, Health Board : The next :important
Rockefeller contribution was begun in 1913 when, members of the
sanitary commission had completed their initial work in the South
and were included In the new International Health Board as a part of
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the Rockefeller Foundation. The latter board, under the direction
of Mr. Wyckliffe Rose, began its work at a significant period in the
evolution of American public health.

Postgraduate education in public health : The year 1913 repre-
sents an important milestone in American health. It marks the be-
ginning of organized postgraduate education for civilian public-health
workers; in this country. ~ The Army Medical. School here in Wash-
ington had been available for training military preventive medicine
since 1893. Some of the universities had provided advanced training
for afew civilian health specialists, as for example, at the Harvard
Medical School, which had organized a department of preventive
medicine in 1909 under Dr. Milton J. Rosenau. However, prior to
1913 none of our present 10 schools of public health had been estab-
lished and there was an urgent need for experts trained in this field.
Many of the health officers of that time held political appointments
and had little competence in this special field. Thus, the bottleneck
to further progress -in public health was the red to recruit and train
adequate numbers of first-class health leaders and administrators.

This need for personnel, which is a perennial one, stimulated three

reat health educators to take action; and on July 30, 1913 Professors

osenau and Whipple of Harvard University with Professor Sedg-
wick of the Massachusetts I nstitute of Technology organized in Bos-
ton the first postgraduate school of public health in the United States.
This pioneer institution was first named the Harvard-MIT School for
Health Officers, and, later, the Harvard-MIT School of Public Health.
It was operated jointly until 1922 when it was taken over completely
by Harvard and became the Harvard School of Public Health, of
which | am now dean. During its 8 years of operation the Harvard-
MIT School had a distinguished faculty and trained atotal of 294
health specialists, including some of the most eminent leaders of our
profession, |t @ so stimulated the development of similar training
centers in other parts of the country. According to Dr. Lewis Hack-
ett, Rockefeller officials, including Rose and Flexner, came to Boston
in 1913 to discuss with Rosenau and his staff the policies of the new
International Health Board and to recruit personnel for it. At that
time Dr. Hackett, who was Rosenau's first assistant, decided to join
the foundation, and SlJbs_equentIK/lother distinguished Harvard grad-
uates were added, including Dr. Mark J. Boyd, Dr. George K. Strode
and Dr. Paul F. Russell.

Five years later, the foundation made available the second Ameri-
can traini n%'cer]ter for public health by endowing the Johns Hopkins
School of Hygiene and Public Health, which opened its doorsin
Baltimorein 1918. Since that time, both the Harvard and Hopkins
schools have received ea%enerous support from the foundation, as have
many other public health schools and institutes in this country and
abroad. Inthe period from 1913 to 1950 the total Rockefeller ex-

penditures for this type of education amounted to more than $21
million. This has beén supplemented by an extensive fellowship pro-

gram designed to recruit health specialistsin all parts of the world
and finance their training in world centers of medicine and public
health. This fellowship program has operated for over 35 years at an
added cost of about $25 million.

As| look back on the total contributions of the Rockefeller Founda-

tion and other American foundations to the education of health spe-
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cialists, I am grateful; for, without their help, our Government could
not, and probably would not, have done the job so well.

Special campaigns against disease : [ shall not enumerate all the
other contributions of the Rockefeller Foundation to public health.
The total expenditures in this field are estimated at about $100 million.
Instead I will indicate how they have assisted our own and other
Fovernments through cooperation and the extension of existing know-
edge concerning the control of certain diseases of international im-

ortance. The total amount spend for specific disease control has

een about $20 million, and this %as been used for research and for the
field investigations of many diseases. However, because of my inter-
est in military preventive medicine, I shall only talk about three of
these programs; namely, the campaigns against hookworm disease,
malaria, and yellow fever-all of which extend the discoveries and
field observations made by early military scientists.

To orient my stogy, [ will start with George M. Sternberg-an early
medical scientist of our Regular Army who served throu% the Civil
War, and who, with Pasteur and Koch, was a pioneer in the develog—
ment of the young science of bacteriology. General Sternberg %u -
lished the first text on bacteriology in this country; and Robert Koch
referred to him as "The father of American bacteriology." We were
fortunate in having him as Surgeon General of the Army from 1893
to 1902 and his first act was to establish the Army Medical School
for postgraduate training with special emphasis on military preventive
medicine and research. Walter Reed was the first professor of bac-
teriology at this school, which has produced a succession of distin-

ished early leaders in preventive medicine, including Carroll, Craig, -

edder, Darnell, Russell, Nichols, Siler, Whitmore, and others. Fol-
lowing the Spanish-American War, General Sternberg organized spe-
cial Army research boards in Cuba, the Philippines,, and Puerto Rico
to study the diseases of these newly acquired Igossessions.

The Cuban board, under Maj. Walter Reed, furnished proof of
the unconfirmed work of Carlos Findlay and showed that yellow fever
is transmitted by Aedes mosquitoes. It also proved that the disease
is caused by a filterable virus. This information was immediately
applied by Gen. William C. Gorgas for the eradication of yellow fever
in Habana, and later in the Panama Canal Zone. It Provided a sound
basis for the subsequent defense of the United States against the
disease, and we have not had an invasion since 1905. Also, it led
directly to the world-wide Rockefeller campaign against yellow fever.
In fact, while he was Surgeon General, Gorgas was selected as Director
of the Rockefeller Yellow Fever Commission in 1919, and was respon-
sible for its organization and plans. During the last 30 years this
great campaign, carried forward at a cost of about $8 million, has
uncovered much new information about yellow fever-its endemic
jungle centers, its extensive roden reservoirs, and its numerous mos-
quito vectors.

Naturally, some mistakes have been made, as for example the un-
fortunate claim of Noguchi that Leptospira Icteroides was the etiologic
agent, but the total contribution has been of enormous benefit to man-
kind. Since the discovery of. jungle yellow fever, we know that Gen-
eral Gorgas' dream of early world eradication is still far from a
reality; but we are now armed with more knowledge about the
epidemiology and control of the disease and we now have an effective

25677-53—-"7
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vaccine produced l%%the Rockefeller Foundation with which to pre-
vent it. Early in World War II, the Army began the use of this
vaccine to protect troops sent through the endemic areas of South
America or Africa, and it is still an important part of our military and
civil defenses against yellow fever.

Next I will take up the Rockefeller hookworm camEaign, alread
mentioned, in North Carolina, which likewise followed the earlier wor
of an Army scientist, Col. Bailey K. Ashford, who went to Puerto
Rico after the Spanish-American War. Ashford, formerly a pupil
of the helminthiologist, Prof. Charles Waddell Stiles, discoverecF that
a disease known as malignant Puerto Rican anemia or tropical chlorosis
was in reality massive hookworm infection. The extensive treatment:
Erogram which he began in 1899, improved the health of Puerto

icans, and afforded a pattern for the later campaign of the Rocke-
feller Commission in the southern United States, and for the extended
work of the Foundation in other parts of the world. In 1950 it was
estimated that the Foundation had spent a total of almost $4 million
on its various hookworm Frograms.

A third great Rockefeller program has been its campaign for the
investigation and control of malaria. Here again initiation of the
program was influenced by various Army scientists. When General
Gorgas started his attack on yellow-fever mosquitoes in Habana the
English and Italian scientists had only recently discovered that ma-
laria is transmitted by Anopheles mosquitoes. Therefore, he broad-
ened his control methods in Cuba and later in Panama, to include both
diseases. In the meantime, Col. Richard Pearson Strong, Col. Charles
F. Craig, and their successors, working with the Army's Research
Board in Manila and elsewhere, were adding to our knowledge of the
military control of malaria; and officers of the United States Public
Health Service were extending the control of malaria in our Southern
States. Malaria had long been recognized as the most serious affliction
of man in tropical and subtropical countries all around the world, and
it was logical that the Rockefeller Foundation should decide to attack
this world scourge. This program included both laboratory and field
research on control. It was carried on by many distinguished malari-
ologists, including Lewis W. Hackett, amuel T. Darling, Mark F.
Boyd, Paul F. Russell, Fred L. Soper, and others, and the results
represent another triumph for public health.

Wartime cooperation with the United States Army : As an Arm
officer, I am of course keenly interested in these disease campaigns an
in the close integration of the Army's program of preventive medi-
cine and the health programs of the Rockefeller Foundation. Also,
[ am proud of the fact that Army scientists have helped in the de-
velopment of the Foundation's health policies. I have already men-
tioned the fact that in 1915 Surgeon General Gorgas retired to direct
the Rockefeller Yellow Fever Commission. In 1923, another Army
scientist, Gen. Frederick F. Russell, was selected as director of the
Rockefeller International Health Board. General Russell had taught
bacteriology at the Army Medical School and had developed the ef-
fective triple-typhoid vaccine which has been used to protect Amer-
ican ﬁghtin men in two World Wars. During World War I, he
directed the Army's preventive medicine program as Chief of the Di-
vision of Laboratories and Infectious Diseases in the Surgeon Gen-
eral's office. Under his dynamic direction the Rockefeller international
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health program underwent a great expansion with increasing effective-
ness. Since his retirement from the Board, his distinguished suc-
cessors, Dr. Wilbur Sawyer, Dr. George K. Strode, and Dr. Andrew
J. Warren, have ably continued and extended further the programs
which he started.

This traditional relationship of the Rockefeller Foundation and the
Army is further pointed up by the assistance afforded by the founda-
tion to our armed services during World War II. As wartime Chief
of the Preventive Medicine Service in the Office 'of the Surgeon Gen-
eral of the Army, I was privileged to act in the planning for the
Army's program of prevention, and on the many occasions when
we called on the foundation for helE, it was always given freely and
effectively.  Various members of the foundation served as special
consultants to our Preventive Medicine Service, including the present
Director, Dr. Andrew J. Warren, who became a member of the Army
Epidemiological Board, Dr. Wilbur Sawyer and his assistants, who
helped in the manufacture of yellow-fever vaccine for American
troops, Dr. Fred L. Soper and others who worked closely with our
U. S. A. Typhus Commission in north Africa and Italy, and Dr. Paul
F. Russell, who was commissioned as a colonel and joined my staff as
Chief of our Malaria Control Division.

Some of the scientific discoveries of the war have helped to in-
crease the effectiveness of the health work of the foundation. As you
know, the great wartime Irfirogram of medical research initiated by
the Armed Forces through the National Research Council and the
Committee on Medical Research (OSRD) and conducted by various
%overnmental agencies and civilian institutions between 1940 and

946, provided many new weapons with which to cure and prevent

disease. Certain of these weapons, for example the new chemothera-
peutic and chemoprophylactic drugs-especially the antibiotics-are
now being used extensively for the improvement of civil health all
over the world. Even more important, the new insecticides developed
through the Army-initiated research program-especially DDT-
have been used for the more economic control o% such age-long scourges
as tﬁphus fever, bubonic plague and malaria.
The discovery of DDT has revolutionized malaria control. With
this new weapon the United States Public Health Service has con-
tinued and extended the gigantic Army-initiated wartime grogram
of military and extra-military mosquito control in the United States;
and malaria is becoming a rare disease in this country. Likewise, the
Rockefeller Foundation and other international agencies are using
these new wartime agents in various parts of the world. As a result,
the people of many malarious countries are being freed for the first
time in history from the shackles of this disease.

Now that cheap and effective methods for the control of malaria
and other insect-borne diseases are available, the maf'or problem of
the countries where these infections still exist is to apply these meth-
ods. This will require wise planning, adequate funds, expert per-
sonnel, and hard work.

The Rockefeller Foundation is still helping in this work, although
they are gradually cutting down their emphasis on malaria because
of the new discoveries.
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The need for trained health personnel, however, goes much further
than the international control of malaria. It is a basic requirement
for future progress, both in this country and abroad. More trained
research workers are needed to investigate the still unsolved problems
of public health, and more trained health specialists are needed to
translate this knowledge into action.

Public health as a weapon against communism : In presenting this
statement about the contribution of the philanthropic foundations
to medicine and public health, it is realized that I have not covered
the broad field implied by the title. I have not even covered all the
activities of the one foundation selected for discussion. However,
the examples cited from the experience of this one great charitable
organization are typical of the objectives of many of the 70 or more
charitable agencies which have donated funds and helped so much
in the development and support of American medicine and public
health. This experience should be kept clearly in mind as we plan
for better health in the future.

We now stand braced on the brink of a third world war. The deci-
sion as to whether this war will come is not ours; it will depend on
the whim of our enemy. The whole world is again becoming an
armed camp. Already there is bitter fighting in Korea and other
places where communism has dared to take the risk. Russia, our
former ally, has refused to help in the building of a peaceful world.
Instead, she has enslaved her neighbor nations and is working fran-
tically to strengthen her mighty military forces. There never was a
time when our country needed so desperately to increase and conserve
every ounce of its physical, mental, and moral health.

America's great strength is based on just one thing-the health of
her men, women, and children. Therefore, as we mobilize our na-
tional resources to meet the present world crisis we must do everything
possible to strengthen our national health program. This is necessa
in order to safeguard the health of America's leaders, her workers, an
her fighting men. We should also assist our allies in the better pro-
tection of their health and manpower. In fact, such assistance is just
as important as sending them armaments for the simple reason that
disease-ridden nations, like sickly individuals, are unable to plan
wisely, work effectively, or win wars.

In order to build the strongest possible emergency health program
for the Nation, we should ask ourselves two questions : First, what
are the health hazards which we now face? Second, what action
should be taken to protect the American people against these hazards?

The answer to the first question is afforded by the current records
of death and disability caused by disease and accidents. = Last year
more than 2 million infections were reported by physicians in the
United States. The preventable intestinal, insect-borne, and venereal
diseases still occur. Millions of Americans are killed and injured
annually by accidents, and our people are still handicapped by an
enormous load of mental diseases, cancer, and the afflictions of
advanced age. In brief, many of our peacetime health problems
are still unsolved. Moreover, if global atomic war came tomorrow,
it would bring with it new and unprecedented health problems which
could easily overwhelm our present health defenses.
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The answer to the second question is afforded by the lessons of the
recent past. Further progress in public health calls for two things
The first is research-to discover new ways to prevent disease and
maintain good health. The second is to take whatever action may be
required fo app]?f this knowledge. Those two things are the basic
foundation for all of our progress in the last hundred years.

Another lesson pointed up by past experience is the fact that curative
and preventive medicine are both important, but that the greatest
health advances have come through preventive measures designed to
keep large numbers of well people well. These are the lessons of the
past and they are the principles which should guide us in meeting
the future.

Before closing my statement I should like to mention certain things
which I consider important to the present problem of strengthenin
the Nation's health program. The first of these is the need for unite
leadership by the proI%ssion of medicine and its new specialty, the

rofession of public health. Since VJ-day much valuable time has
geen lost in heated controversies between members of both professions
about the side issues, such as socialized medicine and Federal health
insurance, neither of which has any direct bearing on the prevention
of disease. This conflict has confused our citizens and our lawmakers
as to the true meaning of public health. Consequently, the Nation's
health has become a political football, thus delayinPg sound national
planning for an effective program of prevention. Fortunately, these
?olitical 1ssues are now dead. [ agree heartily with my distinguished

riend and colleague, Maj. Gen. George F. Lull (U. S. Army, retired),
secretary and general manager of the American Medical Association,
in his postelection comment that "* * * doctors can now devote
their full tine and energy to a sound, constructive, and unselfish pro-

ram of better medical care for the people-a program completely

ivorced from politics." I am sure that General Lull will also share
my feeling that for the total health program of the country we need
the same type of united action, not only for medical care but for pre-
ventive medicine and public health.

Another important drawback has been the lack of sufficient numbers
of trained health specialists to plan, organize, and operate the pre-
ventive services required by the Nation. At present, only about 65
percent of our population is served by local health units, and only
about one-half of our counties are served by trained, full-time health
officers. A recent survey showed that the 10 accredited postgraduate
schools of public health in this country are training only about one-
fifth of the health specialists needed under peacetime conditions and
this did not include the requirements of the Armed Forces for experts
in military preventive medicine, which is the military opposite num-
ber of civilian public health.

This points utp graphically the present need to recruit and to pro-
vide additional facilities for traininﬁ of health specialists.

Another need is for more research aimed directly at the early solu-
ti on of the unsolved problems in preventive medicine and public health.
The research programs of our Government agencies and of the foun-
dations are helping to meet this need but there should be more top-
level planning by men of imagination and broad vision, who can help
to stimulate research in productive channels and put into action the
new information as it becomes available.
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It is also important that we adopt the preventive attitude as the
spearhead for our national health program. The country is much
better prepared to handle its problems in curative medicine and cura-
tive surgery than it has ever been. Our 80 medical schools are turn-
ing out good physicians and there are now approximately 200,000
doctors in the country. The deans of the medical schools report that
many of these institutions need financial assistance and this is a prob-
lem which must be faced and solved. But the chief obstacle in the
development of preventive services for the country as a whole is the
inadequate numbers of medical-school graduates who enter our schools
of public health, which are the only sources of postgraduate training
in the planning, organization, and administration of health programs.
Vi%orous recruitment of promisin%young physicians for training in
public health is necessary, but the bottleneck will still exist as long as
the schools of public health remain in their presently precarious finan-
cial situation. These 10 schools, all of which are eager to increase their
service to the Nation, are finding it difficult, if not impossible, to
expand sufficiently to do so. Most of them are operating today largely
on temporary grants for specific projects and are in serious need of
firm and long-term financial support.

I believe it is of the utmost importance that the President and the
Congress should take whatever steps are necessary to develop the
strongest possible emergency health program with primary emphasis
on the prevention of disease. They should select as their advisers
physicians of broad vision who are also leaders of recognized compe-
tence, training, and experience in military preventive medicine and
civilian public health. The fact that a doctor is a distinguished spe-
cialist in some branch of curative medicine does not of itself qualify
him to play a constructive role in planning the Nation's program for
disease prevention. To assume that a great surgeon, a renowned
dermatologist, or a well-known obstetrician must also possess the spe-
cial skills and experience required for national planning in preventive
medicine and public health is as illogical as to expect that a chemical
en%ineer could have planned and directed the construction of the
Golden Gate Bridge or the Empire State Building.

It would also seem wise to set up an emergency Federal Department
of Health headed by a Secretary of Health of Cabinet status and with
the above qualifications.  This Department could be similar to the
one proposed on February 19, 1949, in the American Medical Associa-
tion's 12-point program for improving the national health. The
Secretary of Health should be responsible for the planning, coor-
dination, and integration of all Federal health activities except those
of the Armed Forces. The establishment of a strong Federal Depart-
ment of Health would facilitate the rapid mobilization of America's
resources to meet the present emergency. Its establishment at Cabinet
level would provide for close cooperation and joint planing with the
Secretary of Defense, and his policy-making health staff. That staff
likewise should include not only eminent physicians and surgeons, but
also recognized experts in preventive medicine and public health.
With such strong top-level leadership it will be possible to develop
a closely integrated national program aimed at the more effective
conservation of the health of both the civil population and the Armed
Forces.
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And now we come back to the question of cost, which has to do with
the question of foundations. It is believed that our national health
pro%ram, including adequate provision for the education of specialists,
could be reorganized along the lines suggested at a cost which is little
more than the total now being spent for public health. Certainly,
the additional cost would be insignificant compared with some of the
enormous expenditures made by our Government in recent years for

rograms of much less value. The final question to be decided is:

ho will pay for the Nation's future Frogram of health? Will we
continue to rely on the generosity of wealthy individuals for the

artial sugport of research and education in medicine and public
Eealth? Can we expect our philanthropic foundations to continue
their donations and to do a major portion of this job? Or must we
look to the Government to finance the Nation's health program?

[ shall not attempt to answer these important questions. They rep-
resent a great challenge to our new President. [ am confident that
he will meet this challenge as courageously, objectively, and success-
fully as he has met every other crisis in his constructive life. I am
sure that he and the Congress will receive the full support of the united
professions of medicine and public health and all of America's great
institutions, including her philanthropic foundations, in whatever
plan they may adopt to protect the Nation's health.

Mr. HAYS. General Simmons, I am sure the committee would want
me to thank you for this very fine presentation. We have been eager
to help you and to have these recommendations, and [ can assure you
that it will be exceedingly helpful.

Mr. SIMMONS. Thank you, sir.

Mr. HAYS. I am particularly interested in your reference to the
Rockefeller Foundation work in hookworm control in the South, be-
cause I recall as a grammar-school pupil in a little town down in Arkan-
sas that the same acitivity took place, and Arkansas' response was
just as North Carolina"s-very, very fine. The committee would like
to go ahead with some questioning if we can.

Mr. SIMMONSs. Yes, Sir.

Mr. HAYS. With the thought of winding up, perhaps, and not hav-
ing an afternoon session. -

r. Chairman, do you have any questions?

The CHAIRMAN. I regret very much that [ was not here to hear the
%eneral_'s full statment, but I shall, however, examine it with a good

eal of interest.

I am wondering what, if anything, could be done to stimulate the
youth of the country for the kind of education and training, the need
of which is so great, as the general has indicated.

In other words, what are the returns, what is the compensation that
a young man or a young oman might expect as a reward of dedicat-
ing their lives to just the' type of work about which the general has
been talking?

I take it t%at we have too few institutions, schools, you understand,
which specialize in giving this type of training, and yet there may be
insufficient number to accommodate the demands which are made
under existing conditions. [ take it that public opinion would not
want the Government to obligate itself to furnish this kind of educa-
tion and training at Government expense.
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I do not mean by that that public opinion would not want to co-
operate, would not want Government to help by way of making even
large expenditures of money, but they would only want to help those
who want to help themselves, in other words, make it some sort of
cooperative undertaking.

Why is it that there has been an abatement, if I can put it that way,
of interest on the part of young people who are endeavoring to equip
themselves for the conflicts, the battles that lie ahead of them, if there
has been a falling off of interest or an abatement of interest? What
could the general suggest that might be done by Government and by
the public to stimulate this hunger of theirs for this kind of knowledge
and this kind of service?

Mr. SIMMONS. Sir, you ' have put your finger on a critical point.
That is the need for recruitment of new personnel as well as the pro-
vision of adequate facilities for training, postgraduate training.

I think one difficulty in the past has been that public-health, Gov-
ernment public-health, positions have not paid salaries comparable to
the income of doctors who go into private practice. And other things
have influenced this failure.

I think another is that our medical schools in the past have not
adequately explained to young medical students the great service that
they can render and the stimulus they can receive out of rendering
such service on a broad basis. That is being corrected today, sir.

There was a meeting held about a week ago of the deans of all the
medical schools in this country which was preceded by a week's meet-
ing of the professors of preventive medicine at the medical-school
level, which is trying to build up better training in preventive medi-
cine, which will lead into the postgraduate training in public health
and increase the flow of experts who will be available to do Govern-
ment jobs.

The question about finances I think requires at least one more word.
While the medical school trains primarily practicing physicians who
go out and practice and make money of their own, the majority of the
graduates of the post graduate schools of public health go into Gov-
ernment work, either the Federal Government, the State governments,
or the local governments running health departments.

And, as you know, their salaries are not comparable with the prac-
ticing physician. The fact that so many of them do go out to serve
governments, this Government and other governments, I think, puts
them in a category where some support to their education might be
more easily justified by the Government than in the other case.

Does that answer your question, sir?

The CHAIRMAN. Well, it may not answer it to my complete satis
faction, but it helEI)s me. [ think I should say that it is a fair answer.

Mr. SIMMoNs. I will add that to my mind the main recompense
for a career in public health is the satisfaction that you get out of
what service you think you can render, and I believe in that sense
there are young men and young women in this country who still are
attracted by a sense of service even to go out as preachers, as priests.
thT‘Pe CHAIRMAN. I was just about to ask you a question to develop

at.

Mr. SIMMONS. For the same reason, I believe, if OUI' recruitment
is done more effectively, we will draw more people who are willing
to come into public health regardless of the pay.
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The CHAIRMAN. Is there not something of a tendency on the part
of these fine young people who give themselves to this type of work,
to forget the dollar, forget the pay?

Mr. SIMMONS. [ am sure there is, or they wouldn't go into it.

The CHAIRMAN. Thank you, Sir.

That is all, Mr. Chairman.

Mr. HAYS. Mr. Simpson ?

Mr. SIMPSON. General, I wanted to inquire whether you believe
that Government should do as was suggested in the latter part of
your statement, take a directive position, coogerative, and so on, there
would still remain a place for the foundations?:

Mr. SIMMONS. I certainly do, sir. The reason I asked those three
questions-and I don't know the answers-is that while you take the
question of postgraduate education in public health-and I assume
it is similar with their support to medical schools-but in the early
days, take my school, for example, Harvard School of Public Health,
they gave the original endowment which started our school in 1921,
after it was turned over from the Harvard MIT. In 1927 they gave
more endowment.

When I retired and went to Harvard they gave us another grant of
$1,000,000 which is being spent $100,000 a year, but I have no reason
to think this will continue, because I believe at least this one founda-
tion is moving out of this field of origination of institutions, original
support on the philosophic basis that what they want to do is to
stimulate the production of new organizations, new research which can
be free-wheeling.

And after they get them started, let someone else carry it on. And
so I have no reason to thing that this last grant to the Harvard School
of Public Health won't be actually the last one from that source. Our
budget is about-we have an endowment originally given by Rocke
feller, a very minor part of our total support. I would say almost
three-fourths of it comes right today from 19 foundations. I assume
they would continue that type of support, but not the original basic
su&port for operations but more for specia] research projects.

r. SIMPSON. But there would remain 101 the area of research and

o on

Mr. SIMMONS.' Yes, hthink so.

Mr. SIMPSON. You would continue to need the risk and venture capi-
tal, would you not?

Mr. SIMMONS. That is right, but the basic operations of the schools
is where we are having trouble.

Mr. SIMPSON. Yes. You had that in the latter part of your state-
ment primarily. Now have you found as your experience that there
has been insufficient money available for this venture and risk
capital work?

r. SIMMONS. No. You mean for research?

Mr. SIMPSON. Through the foundations; yes.

Mr. SIMMONS. No; I haven't. That is what I call soft money,
money that you get for a specific research project, and it runs for
1 year or 2 years and then you have to renew it. We can get all of
that we want.

What we need is money that will enable us to expand our teachingf
facilities and our training facilities which is free of that type o
restriction.
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Mr. SIMPSON.  This question I want to ask now is basic to the reten-
tion of the independence that the schools value, I am sure. Do you care
to comment whether that should come through an enlargement of the
foundation, an improvement of the quantity of %iving y the private
citizen, or should that come through Government:-

Mr. SIMMONS. | would prefer to see it come from the private citizen
and the foundation, but [ am not at all sanguine about that happening
in the next 10 years.

Mr. SIMPSON.  Government has a highly important part in making
the foundation possible.

Mr. SIMMONS. Yes.

Mr. SI MPSON.  Namely, through taxation.

Mr. SI MMONS. That is right.

Mr. SIMPSON. It wouldn't be out of the way if you saw fit to suggest
that the tax laws be changed to make it more advantageous to the
citizen to give to foundations.

Mr. S| MVONS.  Well, some of the foundations are still giving for
endowment, but very few of them that I know of.

Mr. SIMPSON. Of course, I refer to the individual who wants to
éjlve the money to the foundations rather than to the Government

rough taxation.

Mr. SI MMONS. -Well, I have been looking for those individuals for
the last 6 years, sir, and I find they are rather scarce with large
amounts of money.

Mr. SIMPSON. There are some who give to the maximum they are
allowed to give so far as deductions are concerned.

Mr. SI MVONS. That is right.

Mr. SIMPSON. It has been suggested-it may not be a subject of this
committee-that we should increase that tax deduction.

Mr. SI MVONS. | think that might release more money for this pur-
pose, and [ think it would be a very helpful thing, sir.

Mr. SIMPSON. It would be interesting to follow the effect of the
change that was made last year with respect to deductions.

That is all I have, Mr. Chairman.

Mr. HAYS. Mr. Goodwin ?

Mr. GOODW N. Am I right, General, in assuming that many of the
epic-making advances in medical science and in public health that
have come about in the last decades, the research leading up to those
advances and the requirement of that knowledge, could probably
never have been possible through the use of public funds?

Mr. S| MMONS. T am sure that that is correct, sir, especially in
the past.

We now, since World War II, have a great reservoir of public funds,
as gou know, through the Public Health Service, the Armed Forces
and now the National Science Foundation, available for that type of
research, but we didn't have that kind of money approprlateg for
that purpose during the period we will say before World War I,
or even after World War I.

Mr. HAYS. The problem, as I understand it, which you are pointing
up, is to %et adequate support for these public health schools?

Mr. SIMMONS. "That is a part of my argument for showing what
the foundations have contributed in tﬁe past and what they or some-
body, | hope, will contribute in the future, Sir.

Mr. HAYS. But that source is tending to dry up?
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Mr. SIMMoNs. It looks quite that way, sir.

Mr. HAYS. Now, are any of the Stafes maintaining public health
colleges at State expense?

Mr. SIMMONS. Yes, Sir; North Carolina has a good public health
school, Minnesota has one. The California school-I don't believe
that is a State school. It may be, though I am not sure.

Mr. KEELE. Michigan has one, too, has it not?

Mr. SIMMONS. Michigan has a good school.

s Mr. ?HAYS. And there are 10 public health schools in the United
tates

Mr. SIMMONS. Yes, sir; that's right, 10 accredited postgraduate
schools. These schools are really post-postgraduate because a man
Jfirst gets his college, then his medicine, experience in the field, and then
he comes to this type school for 1 or 2 years to fit himself to go
out and organize and operate health programs, whether it is for
county or State or for a nation.

Mr. HAYS. Do those States provide scholarships?

Mr. SIMMONS. Most of our ‘Beogle come on scholarships. Some are
from States, but very few. e have a large load of foreign students
who are distinguished health workers before they come tows.

They come usually on Rockefeller Foundation scholarships, or now
we have Inter-American Affairs, World Health Organization, and
various other agencies giving foreign scholarships. For this country
the Polio Foundation %as given a number, and the States, to the
Public Health Service.

Mr. HAYS. Do you think the Federal' Government should get into
the scholarship field .in a more substantial way?

Mr. SIMMONS. I think that would be helpful, provided they were
less restrictive. For example, some of the State scholarships have a
tag on it that the man has to agree to serve a certain number of years
in a certain place.

What we would like to do is to stimulate men to come into public
health who may not want to go and live in that one place in order
to get a scholarship, so I think if the restrictions were taken off], it
would be very helpful.

The CHAIRMAN. Let me ask this : Are there not conditional grants
made by the foundations which are similar to aid extended by
Government?

Mr. SIMMONS. Yes, sir; they have their restrictions, too. For ex-
arr’i%le, the Rockefeller Foundation grants at the present time

e CHAIRMAN. Is there a tendency to put grants on conditional
basis which is increasing or falling off ?

Mr. SIMMONS. They don't require that the man go back and prac-
tice in a certain place or practice public health, but they are restricted
in the sense that they select only people from certain parts of the
world. Most of them have some type of restriction of that sort.

The CHAIRMAN. [ take it there are thousands of smaller founda-
tions which taken in the aggregate lose a tremendous result, a tre-
mendous benefit. For instance, are you acquainted with the Woodrow
Foundation down in Georgia?

Mr. SIMMONS. Iknow of it but [ am not acquainted with it, sir.

The CHAIRMAN. He is the Coca-Cola man.

Mr. SIMMONS. Yes ; I know.
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The CHAIRMAN. And he has taken a great part of his fortune, you
understand, and set up a foundation for the support of medicine at
Emory University, making a medical center out of ~a school, with rela-
tively ambitious programs which cause deficits to pile up tremendously
daily, and they have no funds except this small foundation, and that
exhausts its entire earnings.

I do not know, but I think possibly the success they have had in
that regard may have attracted the Rockefeller people who have re-
cently gone down and set up a fund of about $7 million to the school
at Emory. Or there are many of the smaller foundations who devote
their entire earnings, or their resources, to promoting some specialized
work, as does the Woodrow Foundation, taking care of medicine at
Emory University.

Mr. SIMMONS. They are doing a grand job at Emory. The director
of research there is Dr. Dodd, a close friend of mine. I saw him last
week in Texas.

Mr. HAYS. General Simmons, do you feel in the main that the ex-
penditure of funds in foreign countries in this type of research work
that you referred to in the early part of your statement is in our
interest?

Mr. SIMMONS. It has been greatly in our interest, sir, for several
reasons." One is that all these great programs that the Rockefeller
Foundation has carried on in malaria, hookworm, and yellow fever
have added to our total fund of knowledge about the epidemiology of
these diseases inn ways that we couldn't have done by working at home.

I will give you an example. When Gorgas first went on this Rocke-
feller Yellow Fever Commission in 1915, it looked then as though
the mosquito, which Walter Reed had discovered as the cause of the
transmission of yellow fever, was the only one concerned. It is a
common house mosquito. And so far as we knew at that time, all the
big epidemics in yellow fever and the ones imported into this country-
and we had a hundred epidemics in this country in the hundred years
before 1905, even as high up as Boston in the summertime-all those
epidemics were carried by this one mosquito, and so it was assumed
by Gorgas and by his successors that all they had to do was clean up
this mosquito and what they thought were the epidemic yellow fever
areas down South, and they could wipe it off the face of the earth.

There was great talk about the total conquest of yellow fever, until
about in the 1930's when we found that there was another thing, they
thought it was another disease, in the jungles of Brazil and further
north. Finally it turned out that was yellow fever, too, and it was
being carried around in the jungle with no people around. Sometimes
a man, would go in and come out and have this disease.

There were none of these Aedes mosquitoes there. To make it short,
it was found that it wasn't just this one mosquito which only is a
house-breeding mosquito in towns, but that this disease could be
carried on by itself in the jungle away from man, and that the reservoir
there was certain types of lower animals, and the mosquito transmitted
it, a jungle mosquito. We still have these great smoldering endemic
foci in the jungles of South America and central Africa, where I doubt
that we will ever wipe the disease out.. We couldn't have found that
out working here in the United States.
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The foundations couldn't have found out working here in the United
States, but by coordinating this big program over this wide expanse
of world territory, it brought the picture together, and now we know.

We knew when World War II came that we should protect soldiers
Eoing through those areas against yellow fever, while we had none

ere. That is the sort of thing that this has been able to do that we
couldn't have done at home.

Mr. HAYS. The technical assistance program, as [ understand it,
particularlﬁ the Institute of Inter-American Affairs that you men-
tioned which pioneered technical assistance

Mr. SIMMONS. I think it has done a wonderful job. I haven't men-
tioned what I think is important to all of us that has come out of all
this international activity, and that is, these agencies have been able to
cross national boundaries where nobody from our Public Health
Service could have done it in certain instances.

I know the Rockefeller Foundation friends of mine have told me
about being in South America when there was war between two coun-
tries, and they went across the line and served both countries on the
common cause of typhus control. Well, our people couldn't do it.
They would resent it. Somebody would say, "Get out," I mean our
official people.

Mr. HAYS. Are you familiar with the Rockefeller experiment at
Zumpango near Mexico City?

Mr. SIMMONS. No. You mean the agricultural one?

Mr. HAYS. Yes.

Mr. SIMMONS. Iknow a little about it, but I don't know any details.
I met some of their people in 1947. You mean working on the hybrid
corn?

Mr. HAYS. Yes.

Mr. SIMMONS. Iwas in Cuba and met one of their representatives
there who was over at the Atkins Gardens discussing various seed, and
they told about their experiment in Mexico, trying to find a hybrid
corn, I believe it was, that was grown down there, in place of the
crummy little corn that the Indians had been raising for 10,000 years,
in order to increase the food supply. I don't know whether that is
what you mean or not.

Mr. HAYS. Yes. It is, of course, only indirectly related to your
public-health program.

lylr. SIMMONS. No, sir; in my book that is public health, too, because
nutrition is the basis for public health.

Mr. HAYS. That was the point I had in mind. As a matter of fact,
many of these public-health workers are not trained medical men at
all. T am thinking of sanitary engineers.

Mr. SIMMONS. That's right.

Mr. HAYS. And related programs.

Mr. SIMMoNs. In our school we have a wide spectrum of skills.
The main group are doctors of medicine who come Phere for 1 year for
what we call a master's in public health, but we also have in the same
class with him expert sanitary engineers, public-health nurses, public-
health educators, nutrition experts, bacteriologists, and a wide spec-
trum of people who are working in public health under the direction
of health officers.
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Mr. HAYS. General Simmons, we certainly are grateful to you, and
I want to thank you again. This has given us a very fine view of the
problem.

Mr. SIMMONS. I thank you, sir. I am glad to be here.

Mr. HAYS. The committee will be in recess until 10 o'clock in the
morning. There Will be no afternoon session.

(Whereupon, at 12: 30 p. m., the select committee recessed, to recon-
vene at 10 a. m. Thursday, November 20, 1952.)
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THURSDAY, NOVEMBER 20, 1952

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE TO INVESTIGATE TAX-EXEMPT
FOUNDATIONS AND COMPARABLE ORGANIZATIONS,
Washington, D. C.

The select committee met, pursuant to recess, at 10: 15 a. m., in
room 1301, New House Office Building, Hon. Brooks Hays presiding.

Present: Representatives Hays (presiding), O'Toole, Forand, Cox
(chairman), and Goodwin.

Also present : Harold M. Keele, general counsel to the committee.

Mr. HAYS. The committee will be in session.

We are hagpy to have as our first witness this morning Dr. Fred-
erick Middlebush, president of the University of Missouri. -

Mr. KEELS. Dr. Middlebush, we have asked you to come here today
to discuss with the committee the impact of the foundations on educa-
tion. We would like for you to go ahead in your own way and discuss
that general subject, if you will. I think perhaps if [ may inter-
rupt you one moment, it would be of interest to the committee and
for the record, if you would tell us something of your experience in
the field of education, and something of the training you have had,
Dr. Middlebush.

STATEMENT OF DR. FREDERICK MIDDLEBUSH, PRESIDENT OF THE
UNIVERSITY OF MISSOURI

Mr. MIDDLEBUSH. I was born and raised in Michigan, graduated
from the University of Michigan 1n 1913, having before that time
taught-and I am very proud of this record-1 year in a country
school, 1 year in the city school system.. L

After graduating from the University of Michigan, I taught for
7 years at Knox College at Galesburg, Il

Do you want me to go back to the beginning?

Mr. HAYS. Please.

Mr. MIDDLEBUSH. I was born and raised in the State of Michigan,
graduated from the University of Michigan in 1913, took my doctor's

egree in 1915. Previously I had taught 1 year in a rural public
school, 1 year in a city school system.

Then, in 1915, [ started my collegiate teaching career at Knox
College at Galesburg, Ill., a small privately endowed colle§e, and
it was there, by the way, that [ had my first contact with the founda-
tions, which I will go back to in just a moment.

In 1922 [ went to the University of Missouri as an associate pro-
fessor of political science. In 1925 I became dean of the school of
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business in public administration, and in 1935 president of the Univer-
sity of Missouri. That is my formal educational career.

r. KEELE. My notes here show that you have had considerable
experience serving on various boards, and I believe you have been on
the board of trustees of the Carnegie Foundation. .

Mr. MIDDLEBUSX. Since 1937 I have been a member of the board
of the Carnegie Foundation for the Advancement of Teaching. That
is one of the divisions of the Carnegie organizations, as you well
know.

Mr. KEEL. You have acted as vice chairman of that board, have
you not, since 1951?

Mr. MIDDLEBUSH. That is right.

Mr. KEELS. And I notice also that you have been on the Com-
mission for the Financing of Higher Education.

Mr. MIDDLEBUSH. That is right.

Mr. KEEL. And you are, or were, on the executive committee of
the Association of Land Grant Colleges and Universities ; is that
right?

ng. MIDDLEBUSKXT. I was on that. I have completed my term of
service.

Mr. KEELE. And various other boards connected with education
of one form or another.

Mr. MIDDLEBUSX. I have served as president of the Association of
State Universities and the president of the Association of American
Universities. I have just concluded that period of service.

Mr. KEELE. All right. With that you can go ahead, if you will.

Mr. MIDDLEBUSX. If I may, members of the committee and Mr.
Kelelle, I would like to go back to my teaching experience at Knox
College.

As I say, that was my first contact with this very interesting organi-
zation that we have in America of educational rf}cl)undations. Knox
College was an affiliate, in a way, as many institutions became during
the twentieth century, of the Carnegie Foundation for the Advance-
ment of Teaching in that members of the faculty of that institution
were eligible under the insurance or annuity plan that Mr. Carnegie
set up as the principal function of the Carnegie Foundation for the
Advancement of Teaching.

And it just so happens that I think I am one of the youngest men
in the country eligible under the old Carnegie retirement plan. I
started teaching in September 1915 when the plan was closed to new
members in November of 1915.

Since that time my contact with the foundations has been pretty
largely on the receiving end, being a member of an institutional staff
that was on the receiving end of certain types  of grants, research
grants and grants for the advancement of the specialized educational
programs of the institutions with which I have been connected.

Well, in fact, that is entirely related to the program of my own
university, the University of Missouri.

[ want to say at the outset that I would not set myself up for one
moment as an eXEert on foundations, and after reading in some of the
press accounts the statistics that have been submitted to this com-
mittee, I am certain that you appreciate the fact that it would only
be a superman who could be an expert on the number of organizations
that have been set forth here as organized foundations.
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[ want to make very clear that any direct contact I have is with
the Carnegie Foundation for the Advancement of Teaching, to some
extent with the Carnegie Corp., which, by the way, is a partner rather
than a dominating directing force of the other divisions of the foun-
dation set-up that Mr. Carnegie provided for, and [ have had some
small contact with the Rockefeﬁer Foundation, and in a purely
consultative capacity with the Commonwealth Fund.

[ would like to touch on that for just a moment a little later, because
it, in a way, bears testimony to one of the services that the foundations
render higher education.

As T'look back over some 20 years of experience with these organiza-
tions-and [ want to remind you again I am speaking only specifically
of those I have mentioned-I am impressed with the fact tEat these
foundations have rendered a variety of services to education and not
just at the ivory-tower level, if [ may use that expression, of research
and collegiate and university level of operations.

These loundations have been very much interested in the public-
school level of education, and I want to cite one or two examples in
these cases to give positive proof of that interest.

[ want to take up various examples of services that these founda-
tions have rendered. I don't want to go further into the annuities,
unless you desire, because as I understand it, President Wriston of
Brown University, who I believe is on the schedule of witnesses for
tomorrow, will go into that in greater detail, and it would be more
or less duplication if I took that up, if that meets with your approval.

Mr. KEELS. That is quite acceptable.

Mr. MIDDLEBUSH. I want to emphasize at the very outset-and I
am giving wholly my own opinion-that I think one of the outstand-
ing services that these foundations to which I have referred-and
this may also be true of many of the others, but one of the outstanding
services they render to higher education-is to take a certain element
of risk out of educational experimentation.

[ don't know how much of this point has been made before the com-
mittee previously, but certainly in the whole field of public education
and h(iigher education, it is recognized that if you stand still you lose
ground. You must constantly be exploring in your fields of develop-
ment in order to maintain an active going organization which is of
maximum service to society, of course, which is its mission.

Now, as I look back over the work on my own campus, I am very
much impressed that when a problem of future educational develop-
ment comes before the administrative staff in the faculty groups
concerned with that specific problem, you immediately run into the
question, at least in my type of institution, which is a land-grant in-
stitution, Sta‘_te—sufp%orted also, with very little endowment, you run
into the question of. budget.

Can we afford to take out of our regular operating budget, say,
$50,000 to commit ourselves over a 5-year program for a special lim-
ited type of exploration, of experimentation, if you will, not being
certain when you start out whether the end result is going to be so
satisfactory that it can be incorporated legitimately into a regular
part of your university's program of teaching of research and service
to the people of the SXtate and the people of the Nation?

Now, it is right at that point in my opinion where these foundations
have come in as partners with us to undertake what I call the financial

25677-53—-8
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element of risk from the educator, and they do that in this form. I
want to give you a concrete case in point.

They say, "We will set up, as the Carnegie Foundation did for the
University of Missouri 3 years ago, the sum of $50,000 for a 5-year
period for your staff to make a careful study of what can be done to
improve the quality of college teaching in the college of arts and
sciences."

Now, there is nothing very dramatic about that. That may not seem
too important, but for those of us on the firing line, that is of tre-
mendous importance, and especially for this reason.

In this postwar period, as you all know immediately following the
close of World War II, all of our colleges and especially our large
universities, were deluged with the returning GI's. The enrollments
in my own institution doubled over the high point that it had reached
immediately before the war.

In our law school, for example, which got down to a low enrollment
of 17 students during the war, and we still kept the law school open, we
went up to 175 students within one semester.

Now, obviously the impact of that on the educational program of
the university was terrific. We literally had to go into the highways
and byways to recruit staff members to take on this extra load. We
have over 40 teachers giving full time to the simple job of teaching
freshmen English, and the saying around the campus was this : Are
you certain that all the instructors know how to speak good English,
to begin with.

Now, as the enrollment declined following the termination of the
GI program, inevitably manﬁ of those staff members remained on the
faculty. As younger men, they had possibly not too good background
preparation for top-flight positions on the staff, but they show a great
promise. Some of our administrative officers were strongly of the
opinion that the university could render a great service to this whole
group of young teachers on our own faculty, in the privately endowed
colleges of the State-this was not just a University of Missouri pro-
gram-the State colleges, teacher colleges; we have three other uni-
versities in the State.

If we could set up in the State an experimental program in develop-
ing an on-the-job, so to speak, training program in good methods of
teaching, just as simple as that, that could be of tremendous service to
the students in our own campus and in these other institutions.

The Carnegie Corp., through the Carnegie Foundation, made a
grant to us o%$50,000 over a 5-year period to finance that program
We, I think, would not have considered for one moment setting up for
one part of the university that much of an extension in our budget
which was not covered-the activity itself was not covered in the
regular budget that we presented to the legislature, and so on.

It was a new field. We are now in our third year in that experi-
mental program, and we now know that our own staff would not permit
us to drop it, and [ am sure that the associated colleges and universities
in the State of Missouri would look with great disfavor upon the ter-
mination of this program at the end of the grant.

In other words, it has already proved to be so successful that in some
form or other we will find the funds, now that we have two more
years to do our planning, to carry this program forward. And that.
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by the way, you can easily see there the constructive service that the
foundation rendered in this respect.

There is another byproduct of that that I want td mention, because
7 think that this is extremely important. I am speakinhere er-
sonally, but it so happens that most of my life has been “devote to

ublic education, State university, but [ have a very strong conviction
that in every State of the Union higher education, all of the different
parts of it, are part of one united whole. )

I am very much bothered when I hear people emphasize public
education and private education on the other hand. I think that is a
misuse of terms. It would be more correct to say publicly supported
education and %rivately supported education. ut in my book all
education is public in that it 1§ there for the service of the people of
the respective States and the Nation.

And we must never forget that public service-and I am sure the
privately endowed institutions appreciate their obligation there as
much as those of us who are connected with publicly supported insti-
tutions. This experience that I have outlined here at some length has

iven le1 university, as a State university, the opportunity for some
eadership in working cooperatively at an effective otperating level
with the other institutions of the State, irrespective of their form of
organization or support. That in my book is a very important addi-
tional byproduct.

There 1s another example that I want to give of these grants of a
risk nature. A few years ago some of my colleagues became very
much interested in the possibility of salvaging for future generations
historical records of persons in public life, of business organizations,
railroad companies, of salvaging those records and maintaining them
in a manuscript collection as source material for future research in
the economic, political; social life of that area.

As you know, that material, it is very, very easy for it to disappear,
and once it is gone, it is }gone and society is the loser.

We took up with the Rockefeller Foundation the idea of establishing
at the university a center, not only for the State of Missouri, but for
the Southwest area to some extent, a center for the collection of impor-
tant manuscript collections that could be housed in fireproof quarters
in the university library, and that would become the center of study,
research work in those fields,

he Rockefeller Foundation gave us a modest grant. When you
stop to think of the magnitude of the project, it is a very, very small
grant. The initial grant was $15,000.

We employed a person to Olgo into the field to gather these records
in the attics, basements, and so on, and now for the last 5 or 6 years
the university itself has been carrgin that.

We have it"incorporated in our budget. We had time to doit. We
see the importance of it.  We have now, for example, the papers of the
Governors of Missouri, the last half-dozen of them which we have
succeeded in getting. As a matter of fact, Mr. Truman's papers as
chairman of the Senate Investigating Committee while he was in the
Senate, have been deposited with the University of Missouri as a part
of this collection.

We have a number of files of papers of various industries, important
source material, for example, in the history of the fur trade in the St.
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Louis area, that type of thing, of river traffic, steamboat captains' log
books, and so forth.

Here again nothing very exciting about that, but unless progress
is made in salvaging and protecting that type of material at the time,
then it is gone. Just yesterday there was a third program presented.
I attended yesterday the annual meeting of the Carnegie Foundation
for the Advancement of Teaching, which is made up pretty largely of
the members of the boards of the universities and college presidents,
and we had a report before the board meeting of the work of a special
division of educational inquiry in the South, a project that had been
set up in connection with the Carnegie Corp.

I believe $750,000 was set up 5 years ago to help finance this project.
It is a program of grants-in-aid to college professors, especially in
certain southern institutions.

A substantial number, staff members, in something over 40 colleges
have participated in these grants. Now what were those grants for
and why were they given?

The grants specifically were for the purpose of encouraging faculty
members, an outstanding faculty member in a small college, where
he was somewhat isolated from the companionship of men in other
institutions in his field, to stimulate him to carry on an active program
of research in his own field.

And why should the foundation be interested in stimulating a faculty
man in a small college and make it possible for him to get material
together for the writing of articles, keep his research interests alive?
For one very, very good reason, and it is a very simple one.

In the judgment of all of us-and I am sure this would be true of
university and college faculties generally, they would be in accord with
this-the job of teaching students in the end flows from the type of
if n?évidual whose mind is active in the field of research work in his own

ield.

Now that does not mean that it is the great scholar who is devoting
all of his time entirely to research that is the great teacher. The great
teacher must have some time to keep alive in his own field. Otherwise
you are going to dry up to some extent, in our opinion, his effectiveness
as a teacher.

This program has been in effect-I think it has been going on now
for 4 years.

We had a report to the Board yesterday by President Lowry, of
Wooster, Ohio. I can't give you that report because it was given
verbatim. There will be a published statement on it.

But I want to emphasize, gentlemen, as much as I can the impres-
sion that that report left with me : that apparently it is one of the most
stimulating things that has happened to the staff of some 40 collegen
and univerities in this area, and given many of them, in their own
words, a new lease on, life as academic people.

I could go further into the plan of organization of it. It is a great
cooperative project. There is not very much money that is assigned
to each individual. There may be enough to permit him to take the
summer off from summer-school teaching so that he has some free
time, to give him possibly an extra hundred dollars to come to Wash-
ington to do some extra work in the Library of Congress, that type of
thing, but the very fact that those men realize that other people are
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interested in them and interested in their problems has made this,
[ think, a very, very significant experiment.

Now before I leave this phase of my presentation, I want to say that
there are some disadvantages to these risk grants that I think we must
all recognize, and I am sure the foundations themselves, especially these
to which I have referred, would recognize those.

[ want to emphasize just one, and to me it is one of the outstanding
handicaps. You may find that an institution that is receiving one of
these risk grants, especially if it is a sizable sum, that the foundation
has provided funds that have permitted the institution to get so far
into a program that it finds it is not desirable to drop it, it would like
to continue it, and yet the funds involved are so great that it can't get
the supplementary funds from other sources at the end of the grant
made by the foundation to carry it on.

These are inciting grants ; they are accelerating grants.  You might
in some instances-1 think this has actually hapﬁened, though I can't
document this, but I am certain in many cases the institution has de-
veloped a program up to a certain point, the foundation steps out
at the end of its 5-year period and then the institution has quite a
struggle finding enouﬁh funds to carry the program forward.

Personally, I think the answer to that, gentlemen, is that the grant
to begin with was initiated by the institution, and I think there is a
heavy responsibility on the administrators of these institutions and
upon members of the faculty to make certain that that Point has been
covered insofar as possible in advance of the request of the grant.

If the foundation were imposing the grant on the institution and
stimulating the institution to overextend itself, then, that would be
another matter. That, to me, is the other side, the one element of risk
in this.

Now as I look back over the work of these foundations, and again
in the field of my own experience in my own institution, there is a
great service that has been rendered through the years in the conduct
oflspecial studies in the field of education by the foundations them-
selves.

Ordinarily these agencies are not, at least the ones [ have some
connection with, operating agencies. They turn the funds over and
somebody else does the operation, usually the receiving institution
and its staff members.'

But some years ago the Carnegie Foundation became impressed with
the rather tragic straits that we had fallen into in the whole field of
medical education, and the Foundation set up within its own organiza-
tion a plan for an investi%ation, a very thorough investigation, of the
whole problem of medical education in the United States.

That in the field of hiigher education, in the professional schools,
among the professional schools, I think, is one of the most famous
documents in our educational history, and here itis. This 1S known

robably to your research staff and some of you as the Flexner report,

r. A Pylexner, who spark-plugged this study. It is entitled, "Medi-
cal Education in the United States and Canada."

The survey was made in 1910. I am not an expert in the field of
medical education, but I think I know enough about what has been

oing on in past %ears, in’ the field of education to recognize that this
Gocument right here constitutes one of the greatest factors in re-
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forming and modernizing our whole system of medical education as
one of our bodies, one of the greatest in my book, of professional
education.

Mr. KEELE. That constituted a landmark, did it not, Mr. Middle-
bush?

Mr. MIDDLEBUSH. This is a landmark, I think, beyond any question.
It marked a complete transformation, for one thing, in the procedure
of educating medical students.

It spotlighted what is known-this is a short-cut to the answer to
it-as the c%inical method of teaching as a part of the training of the
doctor.

In other words, the total training of a doctor could not be carried
forward by a lecture-textbook type of approach with some work in
the laboratory in the basic sciences, and then turning loose on society
the individual as a trained doctor.

They put on top of that, as the result of the work of Mr. Flexner,
a top 2 years, his third and fourth years, where they took the student,
the prospective doctor, the future doctor, actually took him to the
bedside of the sick person, and they taught him medicine and medical
practice in a very, very practical way. That is the clinical part and
that is accepted now as- just a must in the field of medical education.

Mr. KEELE. Well, isn't the enviable position of medical education
in this country attributable in large part to the effect of that report,
the practice that has followed?

Mr. MIDDLEBUSH. Correct, I think beyond any question.

Mr. KEELE. And it reversed the pivotal points in medical education
from Europe to this country, as [ understand it.

Mr. MIDDLEBUsH. That is right. Mr. Flexner, by the way, is still
living, still active, eighty-some years old.

[ may say that there are some of us connected with the foundations
that wish that he were a bit younger so we could have him go back and
have him after 42 years take another look at medical education. Pos-
sibly in that 42-year period there, have been some developments that it
might be well to have a person with his background and competence
scrutinize.

Personally, I would be especially appreciative if anybody could go
into the whole physical field of medical education and make a, Flexner
report on that and tell us how we are actually going to carry the ter-
rific costs of operating first-rate medical schools in order to maintain
them at the level that Dr. Flexner helped place them in this country.

Here you have a program of higher education that by all means
must not stand still, and it costs a terrific amount of money. This is
aside, but in my book that is the most crucial problem in the whole
ﬁe}}d 1of financing higher education today, financing our medical
schools.

Another special study-you may want to rule this out as coming
within the field of education, but [ would argue that-in 1923 there
was another special study made of another very important problem,
and it is an important problem in higher medicine today, in my judg-
ment. That is the whole system of American intercollegiate athletics.

Here is the famous 1929 report of the Carnegie Foundation, the
survey on the status of intercollegiate athletics in the colleges and
universities of the country, and in this document you have pointed up
the problems that we are confronted with in 1952 in the field of inter-
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collegiate athletics. It almost seems as though the persons on this
problem twenty-some years ago could see a vision of where we are
today.

Th}is is the famous report of the Carnegie Foundation on American
collegiate athletics. It is a pretty good source book, and possibly here
again it might be well to have, with some of the things going on in the
field of intercollegiate athletics, another look at exactly the right place
they occupy or should occupy in our system of collegiate and university
education.

Mr. KEELS. | was just going to say, Dr. Middlebush, going back to
the Flexner report, from what I have read I would gather that that
report became a very controversial matter at the time it was made.

Mr. M DDLEBUSH. | believe so.

Mr. KEELE. And it did result, as [ understand it, in the closing of a
number of medical schools which did not meet the requirements that
were then established ; isn't that correct?

Mr. M DDLEBUSH. | could Sﬁeak with real feeling on that, if [ may,
for just a moment. It closed the 4-year school in my own university.

The University of Missouri had a 4-year medicalyschool up until
the time this report came out. After this report, the last 2 years'
work was given up, and since that time until this year we have con-
ducted the basic science part of the program, the first 2 years, and
[ would like to put in the record here, because it does tie in directly
with this report, Mr. Keele, that just within the last 6 months the
General Assembly of the State of Missouri has appropriated, started
the appropriation of substantial sums of money for the construction
of a teaching hospital and a new medical school center which will
enable us to conduct the full 4-year program. So we are right in
thillperiod of comﬁ)leting that cycle.

r. KEELS. Well, _ ou could speak, then, with first-hand knowledge
and ve feelinigly, should think, about the effect of the closing of
those schools, of certain schools.

[ take it that in the end it did not prove a net loss to the medical
profession or to medicine generally, but proved a benefit, is that not
right ?

ng. M DDLEBUSH. I think there is no question of that.

Mr. KEELE. In other words, some of the schools which perhaps
were turning -out candidates whose patients were candidates for the
cemetery, shall we say, were eliminated, and the instruction passed
into those schools which were able to afford the high efficiency in the
instruction that was required. )

Mr. M DDLEBUSH. | do want to say, though, again for the record
that not all of the graduates of these schools that were reduced as
a result of this program-I go back to my own institution-not all
of those graduates turned out to be poor doctors.

Now that is the other side. That is something interesting. In other
words, there is a certain type of individual that apparently can sur-
mount the handicaps of a bad education and he stllf)becomes an out-
standing lawyer or a doctor. But, certainly, we wouldn't want to
build our educational program around that idea, I should hope.

There is one other service that [ want to just mention in passing,
the aid that some of the foundations-the Carnegie and the Rocke-
feller Foundations, I believe, are joined in this—%lve in the develop-
ment of a regional educational project in the South.




114 TAX-EXEMPT FOUNDATIONS

I will not go into the details of that, but that is just in process
of development, a very interesting project, attempting to determine
how successfully a number of States in a given area can cooperate 11
development of certain types of professional schools.

Let's take a school of medicine, as a joint project across State
lines. Now, as I say, that is in a developing stage and it is being
watched with a great deal of interest by boards of trustees of colleges
and universities, and especially many of the governing boards of our
State universities.

I have spoken so far of matters of interest primarily to those of
us in the field of higher education. I would like to just list-and
there could be many other examples listed-a service that is rendered
at the public-school level.

Right after the war, I believe in 1949 or 1950, there was a ve
substantial grant, some $750,000, made by the foundations of whic
[ am speaking, for the creation and the conduct of the work of a
national citizens commission for the public schools. It was headed
by a very famous journalist, Mr. Roy Larson. That commission is
still in existence.

Now I am not too familiar with the detailed work of that com-
mission. [ have met with Mr. Larson in various meetings. They
had a large meeting of this group, sponsored by this group, in the
city of St. Louis 'some months ago, but the purpose of this commission
was to call to the attention of the American people in a very, very
pointed way the critical situation in this postwar period that we were
develo&ing in the sup{)ort or lack of support of the public schools
of our Nation, especially in view of the tremendous increased load
they were going to have to carry soon. As a matter of fact, we are
already in it as a result of the increased birth rate.

Now I think that this is a very constructive program in a way of
public education in how much we have at stake in a well-maintained,
well-housed adequate public-school program.

One could go on without end, of course, in citing examples of the
work of the: foundations. I cite the number that [ have given here
because they happen to rank high in my book of values, and I think
they also are quite typical-and I am using them here as typical
examples-of the constructive work of these specific foundations.

Mr. Kimrr. Dr. Middlebush, hasn't it been said, correctly or in-
correctly, I leave that to you, that the establishment, for instance, of
Stanford University on the Pacific coast in and of itself did much to
raise the level of the college education in that area, and that the same
was true, perhaps, of the University of Chicago in the Middle West,
and today with Emory University and in the past with Vanderbilt
University, all of which were the recipients of very large sums of
foungation aid? Would you say that generally was a correct state
ment

Mr. Mmmzausu. I would. There might be some difference of
opinion with our friends over at Berkeley on the question of Stanford,
but I think we would have to discount that.

I think that the advantage that flows from that is this: It gets
back to the point that I made earlier in my statement of the value
of the privately supported institution overr here working hand-in-
hand with the pubﬁcly supported institution. It enriches our whole
system of education.
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And, obviously, institutions of that type simply cannot thrive with-
out strong support by those who are in the position to give. As a
matter of fact, those institutions are in an extremely crucial position
today ﬁnancial%y. ) ] ]

Mr. KEELS. Ttake it from what you have said that there is some
question as to the advisability of an institution supported from public
funds taking the risk of initiating these private or pilot experiments,
whereas the foundations are able to do that.

Mr. M DDLEBUSH. Right.

Mr. KEELS. Iassume from what you have said that the greatest value
the foundations have given or afforded education was the ability to
lead these experiments, finance these experiments, pilot projects, or
pathfinding projects.

Mr. M DDLEBUSH. Right.

Mr. KEELE. And without that, I assume, we would be far behind the
mark we have presently attained.

Mr. MDDLEBUSII. Many of these programs would not have been
undertaken, couldn't possibly have been undertaken.

Mr. KEELE. Wouldn't you say, on the whole, that -the contribution
which the foundations have made to education in this country was
massive rather than slight in its effect?

Mr. M DDLEBUSH. I think before answering that question I would
like to put a limitation on the term itself. I go back again here to
these numbers.

Obviously not all of those foundations, I assume-I am not familiar
with it-not all of those have participated in the thing that we are
talking about here today, but these outstanding foundations have been
devoting their funds to the development of education.

The word "massive" might be a little bit too strong a word. I
would say that it was highly important in a supplementary form.

In the case of Stanford, of course, the initiation of Stanford Uni-
versity came through the direct grant of a very wealthy man, Mr.
Leland Stanford, incidentally setting up an endowment at that time
that was larger than the endowment of Harvard University. Stan-
ford in those early years had a larger endowment than Harvard Uni-
vgedrsitly itself. And that came through the action of a single indi-
vidual.

Mr. KEELS. What, so far as you know, have the smaller and newer
foundations done in the field of education, Dr. Middlebush?  And
[ am talking now about those foundations which woud not fall within
a classification we arbitrarily make there as to size, such as the Car-
negie and Rockefeller Foundations, but the smaller foundations. Are
they making any contributions, foundations with less, let's say, than
$10,000,000 in assets?

Mr. M DDLEBUSH. [ am not competent to speak on that because I
have no contact; I don't recall that I have ever come in contact directly
with the work of any foundation of that type-I was thinking as you
were asking the question of possibly the gommonwealth Fund, but,
of course, that is still not small-much smaller than these other organ-
izations.

There is an organization that is, I think, making a tremendous con-
tribution because it is limiting very directly its field. It has a special
interest in the field of medical education and hospital development,
which is one of the spotlighted problems.
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I think where the smaller foundation has very rigidly limited the
type of thing that it is going to support, then it could register it at
a pretty high point, even though the fund within the foundation is
not as large as these goliaths that we are talking about.

Mr. KEELE. Hasn't there been a shift in the method of making
grants by the larger foundations-from simply giving universities
large sums of money to be used as that university may choose-to mak-
ing grants for specific purposes or projects?

Mr. MzDDLEBUSx. Correct.

Mr. KEELS. Would you just tell us a little of that.

Mr. MzDDLEBUSx. Well, I go back again to my days at Old Siwash
at Knox College. That time it was traditional among the founda-
tions, the first place you went when you started an endowment cam-
paign was to one of the larger foundations, like the Rockefeller Gen-
eral Education Board. You would get a commitment from them that
they would give you $1 million, provided the board of trustees of the
college would raise another $1 million. That was for the general
endowment of the institution.

Now I think it is true that that type of foundation support across
the board is a much smaller item in our picture today as compared
with these special grants that you have referred to.

I should say that in the main, at least in my own contact, in the
contact of my own institution with the work of the foundation, with
the foundation as a financing body, all of it has been at the point of
special grants for a very specific purpose, for a project that is very
carefully outlined. And, by the way, once that grant is made, the
responsibility for carrying on the project at least in all of our ex-
perience, has been Whéﬁly within the institution itself.

Mr. KEELE. That was going to be my next question.

One of the questions that has arisen in the minds of the staff and
the committee is to what extent the foundations attempted to control
the work done once the grant was made.

Mr. MzDDLEBUSX. I am again speaking within my own experience
with these groups. I should say no control in the sense of arbitrary
administrative control. They have been available, members of the
staff have been available, for ad-vice and consultation.

Take in this project that I referred to, the grants-in-aid program
to these southern institutions, these members of the faculty in their
research programs. The foundation staff I am certain has been of
considerable help in a consultative capacity to those institutions and
individuals.

But I think you would find when you have the responsible heads of
these foundations before you that there has been a change in the over-
all policy, the basic policy of the operation of the foundation.

There was a time in the early days when I started out in my educa-
tional career-going back that far is longer than I like to remember-
when there was something of a control going on. I was told by the
president of one of our Midwestern institutions, just within a week
or 10 days of a grant that was offered his university, but also that
was accompanied with a very strong recommendation that Mr. So-
and-so be appointed dean to operate that program ; and the institution
refused the grant.
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[ don't think one of those foundations would dream of doing that
sort of thing today. Certainly every educational institution ought
to resist it if they did.

Mr. KEELE. In other words, the foundations are more interested in
what you set out to accomplish rather than how you do it.  Once the
grant is made, automatically that is left to the institution?

Mr. MrDDLEBUSH. That is correct.

Mr. KEELS. If that were not the case, the center of gravity would
be passing beyond the confines of the institution itself and its work;
wouldn't it?

Mr. MIDDLEBUSH. Correct, and I think that that could not be tol-
erated in a private-supported institution any more than it could in a
publicly supported institution. Obviously it couldn't be tolerated
for a moment in a publicly supported institution.

Mr. KEELE. Dr. Middlebush, to what extent is the Government
subsidy being made to college and universities taking the place of the
foundation assistance which has been given in the past?

It seems to me [ have heard Dr. Wriston talk rather fluently on the
subject of Government subsidies for various projects that the Govern-
ment is interested in.

Mr. MIDDLER.USn. It would be very difficult to make a definitive
answer to that. It is having a sizable impact, I think especially in
the field of research under research contracts.

And now with the establishment of a new organization, a new
foundation under the direction of the Government itself, the National
Science Foundation, and I happen to be a member of the board of
directors of that newly organized body, and I can see in the develop-
ment of that organization a fund-allocating organization that is cer-
tainly going to, [ won't say run counter and eliminate the desirability
of having funds from the foundation, but it is going to operate in
precisely the same fields.

The National Science Foundation is making two types of grants;
grants for research, specialized research, which is what our founda-
tions have done, and fellowship grants.

Mr. KEELE. Then are the grants given the colleges and universities
for special projects by the Government all funneled through the
National Foundation?

Mr. MIDDLEBUSH. No.

Mr. KftLE. Or do not the various departments of Government,
perhaps the Air Force or the Office of Defense, give certain grants for
specific f)r%'ects?

Mr. MIDDLEBUSH. Correct. There is the proviso though that the
National Science Foundation is supposed to become ultimately I pre-
sume the catalytic agent in Government-sponsored, Government-fi-
nanced research. It is supposed to be a clearinghouse.

Mr. KEELE. And a coordinating agency?

Mr. MIDDLEBUSH. And a coordinating agency. In fact it is also
supposed to .be in the position to take over the responsibility for ad-
ministering some of the funds that have hitherto been administered
by some of the armed-service programs.

Mr. KEELE. In your opinion is there as great need for the support of
the foundations at the present time and in the foreseeable- future as
there was in the past?
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Mr. MIDDLEBUSH. Yes, I think in some respects there is even a
greater need because higher education-and I am looking at it purely
from the view of the institutions of higher learning-in my judgment,
public or private, is confronted with a crisis situation in the field of
finance, of its total program being financed at an adequate level where
it can return to society the type of service that is being expected of it.

As a matter of fact, just yesterday the Commission on Finnacing
Higher Education, a group of 12 men, made a 3-year study which was
released to the press today, published a report on the future financing
of higher education. It is a study of exactly the point you raised
How crucial is our present situation in financing higher education
and how can we find additional sources of income for these various
types of institutions.

From the standpoint of a president of a State university, [ want to
make crystal-clear that the problem isn't solely a problem for the

rivate-endowed institutions. I think it is also a problem for our
Mate-supported institutions.

Mr. FORAND. Would you say then, Doctor, that that is the reason
why all of the schools and colleges seem to be so eager to get contracts
from this national research institution or foundation?

Mr. MIDDLEBUSH. No. The total amount of money available from
the foundation of course is not large enough. It is really a drop in
the bucket of the programs of these educational institutions.

I think what you say might be true of a lot of the other types of
Government contracts, that they are far more ambitious dollar-wise
than the National Science Foundation.

Mr. FORAND. I understand that there are quite a large number of
requests being made by schools and colleges for these types of funds.

Mr. MIDDLEBUSH. That's right.  The ceiling, of course, placed on
the appropriations in the act, as you know, for the National Science
Foundation is $15 million, and our appropriation I believe is a little
less than three and three-quarter million for the past year, and the
applications for fellowships on the one hand and grants-in-aid of
special-research projects on the other, well, I don't know, but the
National Science Foundation people can quickly answer that ques-
tion, but the number of applications is many times more than the
number actually awarded, which bears out the point you have made.

Mr. 'FORAND. I have a couple of other questions on another subject.
Would you, Doctor, for the benefit of the committee explain to us
step by step how your institution for instance makes its application
for a grant from one of the foundations and how that grant comes to
you, whether it is direct or whether it is through channels or some-
thing like that. I think that would be very interesting.

Mr. MIDDLEBUSH. I will be glad to. Starting within the institution,
let's begin with the interested professor down in the department.
That is getting down to the grass roots.

He would talk over in my institution-and institutions would vary
in this, but we believe in allotting organization of administratve
responsibility, which is not always easy to maintain, as you well
understand, but he would take this up with his dean, the dean of his
college within the university, and possibly with the graduate school,
research council, and we would get an agreement within the institu-
tion itself on the desirability of a request being made for X number
of dollars for this type of project.
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In my institution we have definite board regulations governing that
procedure, and they are initialed along the way, S0 it is not i'ust some
one individual getting etting an idea on his own and being able to go to
Washington or Chicago or wherever it might be to get some funds for
that. It is cleared through channels within the institution itself.

Not infrequently the application then which is worked out in detail
is taken to the foundation offices by one of the interested parties-it
might be the dean-and submitted in a personal conference. As a
matter of fact he may have talked it over with a representative of the
foundation before the application is actually formulated in order to
determine whether that would fall within the scope of the grants being
made by that particular foundation during that year.

Now within the foundation itself the only organization I can speak
of is the one with which I am directly familiar, and that is the Carne%e
Foundation. That would be cleared then through the officers of the
foundation.

A substantial grant, this one that I spoke of, of $750,000 for some
40 colleges and universities in the South was discussed very fully in
a meeting of the board of trustees of the foundation.

[ think every member of the board who was in attendance became
thoroughly familiar before a grant was seriously considered, with
the nature of the problem that these people were attempting to get
solved, and how they planned to solve it. They got the funds.

[ would not want to commit myself on the exact time, but as I
recall, that went over for possibly three or four meetings, better than
a year that that was under study within the foundation itself. 'then
the grant was actually made by the officers of the foundation, with
the approval of the governing board of the foundation itself.

Now lYlou understand you may well have other types of foundations
with which I am not familiar that have quite a different procedure,
but that is the procedure here, and I assume that that is rather typical
procedure. At least I should think it would be.

Mr. FORAND. In other words, the funds go directly from the founda-
tion to the school or college.

Mr. MIDDLEBUSH. Right. Now when the governing board of the
foundation has approved the grant, it has been cleared, t%len the money
goes directly-in my own case it comes directly to the treasurer of the
university. We set up an agency account on our books for it, and it
is operated exactly as any other budgetary item in the total university
structure with the funds to that account.

Now it may not all be sent at once, you understand. There may
be successive checks sent if it is over a period of time.

Mr. FORAND. )But even if it does come in small parts, it still comes
direct ?

Mr. MIDDLEBUSH. That's right, and it comes directly under all of
the governing machinery of my own institution, including our own
board regulations on how any dollars can be spent.

Mr. FORAND. Thank you very much, Doctor.

Mr. O'TooLE. Does the school after it has received the grant have
to send back to the foundation an itemized statement as to how the
money was expended?

Mr. MIDDLEBUSH. I can't answer that. That is an item of business
office procedure. I presume [ should be able to answer that.
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We do make reports to them, but now whether it is an itemized ac-
count, that I can't answer. I don't believe it is.

We would have our own records because you see we are confronted
with a responsibility when the money gets into our treasury and we
would have the itemized account. I don't believe that we file those
itemized accounts with the foundation. Now it may be that we do.

Mr. O'TooLE. That is all.

Mr. HAYS. Mr. Goodwin.

Mr. GOODWIN. Mr. Middlebush, I was interested in what you said
about there being no control after the grant is made, no control by
the foundation.

Is it not a fact that if that be true, as I have no doubt it is, it
would have a pretty heavy responsibility upon the foundations to
make certain before the grants are made about what is likely to take,
?lace thereafter? In other words, the responsibility to make sure that

he funds are going to be used for purposes which are in the interest
of all our people. That I take it would be a fair assumption.

Mr. MIDDLEBUSH. Well, certainly I take it that you mean by that
that it must have complete confidence in the integrity in the institu-
tion to which it is making the grant, and that the funds are going to be
handled in such a way that the purposes for which they were granted
are in this plan that was submitted and will be held to and that the
funds will be administered efficiently.

Mr. GOODWIN. Yes. In other words, from the very fact that foun-
dations operate as they do in'providing the distribution of private
funds for purposes which possibly otherwise might be used through
public funds where there is a definite method of fixing responsibility
for improper use, foundations not being responsible to the public as
public officials would be if the funds were public funds, have an even
greater responsibility ; have they not?

Mr. MIDDLEBUSH. Indeed.

Mr. GOODWIN. To make certain that these moneys are put where
they are going to be spent for the benefit of the people of America.

Mr. MIDDLEBUSH. In other words, if my institution accepts $50,000
from a foundation for a specific piece of work everybody is agreed
on, we are responsible to the public as well as to the foundation to see
that that purpose is held to.

Mr. GOODWIN. That is true, but you never can get back at the foun-
dation which granted the funds. Suppose you had a very broad policy
of Federal aid. We are talking about education, so let's say a very
broad policy of Federal aid to education and tremendous sums of
money, public funds, to be sure, are used for the purpose of expand-
ing education, with the idea of proper inculcation of information to be
used for the next generations coming on.

If it should happen that that policy is not carried out wisely, if it
strays off into fields which are doubtful, having in mind the t}lflture
of our people, the Government is responsible to the people and the
people may. at the next election recall that Government.

If a foundation probably in an equally powerful position places
these large sums of money for use for educational purposes and some-
thing goes wrong, somewhere somebody who is responsible for proper
administration acts in a way which irresponsible Government would
not act, you have got no way to get back at the foundation.
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Therefore, it comes to this question : If that premise is correct, then
is there not a tremendous responsibility upon these foundations to
make sure by every step they take in selection of personnel, in ma-
chinery set up for determining whether or not the grant shall be given,
a very heavy duty and responsibility which they have to assume?

Mr. MmDLEBUSH. I should say, Mr. Goodwin, that there is a very
heavy responsibility in both cases there, the granting institution as
well as the receiving institution. [ am thinking of it in terms of my
own organization. We can't be relieved of responsibility.

Mr. GOODWIN. I merely did not want to emphasize, one over the
other excepting that this committee is here studying, not the Uni-
versity of Missouri or other educational institutions; we are here to
study foundations.

Mr. MIDDLEBUSH. That is right.

Mr. HAYS. Dr. Middlebush, I assume your reference to Mr. Larson's
organization means you think that you regard it as a helpful and
significant movement.

r. MIDDLEBUSH. I ,certainly do. I think that could easily become
one of the great saving forces to our public schools, and they, after
all, are the bottom on which all of our work in education rests.

Mr. HAYS. And that is receiving substantial help from the Carnegie
Foundation.

Mr. MIDbLEBUSH. Yes. I checked on that. I was told yesterday
afternoon that the original grant was $750,000. _ .

Mr. HAYS. Do you run into any probfem of tax-exemption, since
there is an element of legislation, perhaps, or at least propaganda-I
don't use that word prejudicially.

Mr. MIDDLEBUSH. Well, I don't see how-I am afraid I can't an-
swer your question; I don't quite see how that could come in. [ am
not familiar with the internal administration of that project.

Now who is actually administering it below Mr. Larson's organiza-
tion, I am not familiar with that machinery. I believe they %ave it
divided up among the States, State commissions under the national
commission. Now whether they grant them funds or not, [ am not
familiar with that part of the mac inerg.

Mr. HAYS. Its purpose is to inform the American people about the
condition of their public schools.

Mr. MIDDLEBUEH. That is right.

Mr. HAYS. Trends, good and bad. o
Mr. MIDDLEBUSH?: That is right, and encourage self-study within

the community.

Mr. HAYS. And to acquaint them with the relationship of the schools
to the institutions, of democratic life.

Mr. MIDDLEBUSH. Right.

Mr. HAYS. I am glad to have that for reference. I think it pro-
vides one of the most hopeful things we have seen. _ _

Mr. MIDDLEBUSH. I have some material” here that explains more in
detail the program that, if you don't have it, I can leave for your
research staff if you would care to have it.

Mr. HAYS. I would be glad if you can do that. Talk to Mr. Keele
about it, please. What is the official name of the organization? We
see it constantly but [ have forgotten.

Mr. MIDDLE}]].%USH. It is the National Science Commission for the
Public Schools, headquarters in New York City.
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I have here a description of it, the press release of it, and then I
also have an account of one of these regional meetings that was held
recently in the city of St. Louis, which shows how it works.

This I received just yesterday through Mr. Larson's organization,
and it shows how this works at the State level. Here is a document
which I am perfectly free to leave with you for your files. I bor-
rowed: it, but this explains the work in great detail. You might
already have it.

Mr. HAYS. Now, if subversive elements have —managed to get into
any situation locally in the public school system, would not this be a
very valuable weapon in combating it at the very place it needs to be
combated and has to be combated, if it is an effective resistance?

Mr. M DDLEBUSH.  Yes; I should say so. I haven't had too much
time to study these documents, but the weight of the evidence in the
approach here is all on the other side.

r. HAYS. Their purposes are broad enough to include combatin
subversiveness at the local level, wouldn't you think? From what
have seen of their literature--

Mr. M DDLEBUSH. It may well be. I am not competent to answer
that question directly. I can't imagine an organization like this put-
ting on a tremendous drive for the support of public schools and not
being somewhat concerned about the problem that you have raised.

Mr. HAYS. | am just thinking about the service they can render
that the Federal Government cannot render, for example, by reason
of our basic philosophy.

Mr. MDDL EBUSH. That's right.

Mr. HAYS. If the Feople are jealous of anything, it is the control
of their public school system.

Mr. MDDLE BUSH. That's right.

Mr. HAYS. At the same time the agencies of the Federal Govern-
ment, of course, are concerned about any infiltrations.

Mr. M DDLEBUSI .  Correct.

Mr. HAYS. And so we have here a problem of meeting a threat, but
meeting it in the American way.

Mr. M DDLEBUSH. = Correct. o
Mr. HAYS. That is the reason I invited some further comments on

that case. Mr. Keele, do you have any other questions?

Mr. KEELE. | have a question or two I should like to ask. What
part, if any, do those organizations which we refer to, perhaps errone-
ously, as ogerating agencies, such as the Social Science Research
Council and the American Council of Learned Societies, what part
do they play in the granting of funds or the direction of grants of
funds from the foundations, %r. Middlebush? _

Mr. M DDLEBUSH. Well, again I am not familiar first-hand with the
work of those organizations, so I am not speaking as one who has had
that direct contact, but my understanding is that they form a channel
through which operating funds can be put out by the foundations
themselves.

Mr. KEELS. But I was thinking of the fact that you traced for Mr.
Forand a method by which a grant was made, let us say, to your own
institution where Fou formulated the plan at, let us say, the professor
or instructor level, and then moved on to the various echelons until
it was presented to the foundation.

[ was wondering, do you go directly to the foundations?
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Mr. MIDDLEBUSH. We go directly to the foundation.

Mr. KEELS. And have you ever had occasion to make appeal to these
various societies ?

Mr. MIDDLEBUSIIL. No.

Mr. KEEL. I think that is all I have.

Mr. HAYS. Dr. Middlebush, the committee is certainly indebted to
you for a fine statement. Oh, Mr. O'Toole has another question.

Mr. O'Toor.E. Doctor, there was some talk of subversion. Isn't
there a great difference in the minds of many men as to what consti-
tutes a subversive matter? That is, we all don't agree on a common
yardstick as to what is subversive and what is not subversive.

Mr. MIDDLEBUSH. [ suspect that is true.

Mr. O'TooLn. Well, in these foundations, who is to judge what is
subversive and what is not subversive?

In other words, one group could have a plan of action that they
think is intensely patriotic, intensely democratic, whereas another
group might think it was completely subversive. Isn't that true?

Mr. MIDDLEBUSI3. Now you are applying that to the procedure in
the makinﬁ of a grant, and if that point were involved, who would be
responsible for making that part of the decision. I should say that
would be the officers of the foundations.

It depends on what their own procedure is in making the grant, and
there are many variations in that. Or if the grants are of major
amounts, they have to clear it through their board, their governing
board. Then it seems to me the trustees themselves must assume
some responsibility for that.

Mr. O'Toor.S. That is all.

Mr. HAYS. Thank you, Dr. Middlebush.

Mr. KEELE. Dean Myers, please. Dean Myers, would you please
state your name and your business or occupation?

STATEMENT OF WILLIAM I. MYERS, DEAN, NEW YORK STATE
COLLEGE OF AGRICULTURE, CORNELL UNIVERSITY

Mr. Mnu s. My name is William I. Myers. I am dean of the New
York State College of Agriculture at Cornell University.

Mr' KEELE. Dr. Myers, will you tell us just a bit about your train-
ing and experience, before we go further?

r. MYERs. [ was born on a farm in New York State. I graduated
from the college of agriculture which I serve in 1914. | obtained m
doctor's degree in 1918, and I have been a member of the staff of the
college of agriculture since that time.

| was absent on |eave for about 5 years to serve the Federal Govern-
ment in the Farm Credit Administration from 1933 to 1938.
, Mg- KEELE. Dr. Myers, you are a trustee of the Rockefeller Founda-
ion-

Mr. MYERS. Yes, sir.

Mr. KEEI . And of the General Education Board, I believe?

Mr. MySRs. Yes, sir.

Mr. KEELS. And also of the Carnegie Institution of Washington?

Mr. Mriu s. That is correct.

Mr. KSSLE. T believe you are also a director of the Mutual Life In-
surance Co of New Yorlz?

25677-53 - O
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Mr. MYERS. Yes, Sir. They call them trustees, but it is the _same
thing.

M%, KEELE. And also a director and chairman of the Federal Re-
serve Bank of New York?

Mr. MYERS. [ am deputy chairman of the Federal Reserve Bank of
New York, and a director.

Mr. KEELS. You are also a director of Continental Can Co., are you
not?

Mr. MYERS. Yes, Sir.

Mr. KEELS. And of the L. C. Smith & Corona Typewriter Co.?

Mr. MYERS. Yes, Sir.

Mr. KEELE. And of several other corporations which are industrial
corporations?

Mr. MYERS. That is correct.

Mr. KEELS. We are particularly anxious to have you discuss with the
committee, Dean, Myers, the part the foundations have played in the
field of the social sciences, and I think it might be helpful if you
name and define the social sciences for us at the very beginning, because
there seems to be a good deal of confusion in the minds of the "public,
and perhaps in the minds of this staff as to the area or field of those
sciences.

Mr. MYERS. The name "social science" is a handle applied by human
beings to an area of human knowledge. The subject or the name
"social science" is intended to' cover or is used to cover those studies
which have as their center man in his relation to other men as indi-
viduals, as groups, or as nations.

Perhaps the name "social science" might be made clear by indicat-
ing its relation to other branches of knowledge, the natural or phys-
ical sciences which relate to the physical wor%d, the medical sciences
which are self-explanatory, the humanities which deal with art, lit-
erature, with the things of the spirit, and the social sciences which
are concerned with the studies of man as an individual, as groups,
and as nations.

Now within that broad area of the social sciences, there are a number
of different fields. Economics is widely known as a subject which
considers the ways in which man obtains the goods and services that
are used in making a living.

A second one is psychology, which studies man's mental organiza-
tion, his mental processes, and his aptitudes.

A third field that is commonly included in the social sciences is
sociology and anthropology that studies the relationship of man as
groups as well as the culture and the physical characteristics of human
races over the face of the world.

Another one is political science or government, which studies gov-
ernmental organizations and processes at all levels from local to
national.

Another one is demography or population studies, which considers
the laws that control the growth, the decline, and the migration of
populations.

History is also usually included because it attempts. to interpret
the behavior of men over time, how we got to be what we are out of
the developments of the past.

Statistics is sometimes included, but I think of Was a method of
study that is used not only in the social sciences but in-other sciences.

With these half-dozen commonly accepted fields of course each one
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subdivides into many subfields. Economics covers a very broad area
and includes many subfields. Agricultural economics in which I
obtained some training is one of those.

Money and banking, marketing, sociology and every other one of
those subjects that I have enumerated divides into many subfields,,
but that is the general area that I think is commonly included in the
S?Cﬁﬂ sciences, and the general subjects that are considered by each
of them.

Mr. KEELS. Would you point out for us some of the differences
between the social and physical sciences? You have touched on it,
[ think, but I think you might amplify that a bit if you would.

Mr. MYERS. One of the most commonly heard remarks is that man's
knowledge and mastery of the physical universe have outrun his
understanding of his fellow man.

Civilization may be threatened with destruction by the atomic bomb
because the inventions that were made possible by research in the
physical sciences have not been matched by corresponding develop-
ments in the social sciences that would limit its use to constructive
purposes.

Now, the physical sciences and the social sciences use many of the
same basic disciplines. They use the same logic, they seek the same,
objectives of provable knowledge that can be passed on to others.

Furthermore, there isn't any exact line of demarcation between
these different areas, but there is a zone of overlap, and men are
constantly going across from one field to another;

For example, modern medical practice includes in addition to the
medical sciences a consideration of sociology and of psychology in
order to attack the causes of many kinds of illness, both mental illness
and physical illness. Well, that is just a general discussion of the
broad relationships.

I have put down five points of difference which seem to me to be
significant between the social sciences and the physical sciences, and
I would think the most noteworthy is the relatively higher rate of
achievement in the physical sciences.

The present high development- of research in the hysical sciences
represents the accumulation of several centuries of” research, while
the beginnings of precise research in the social sciences were made
only a few decades ago. Their lag is due largely to the fact that it is
more difficult to study human relations than physical problems.

In the physical sciences, the biological sciences, we can study prob-
lems in the laboratory or on sample plots and we can vary the causes
and attempt to discover the results. In the social sciences it is usually
not possible to use experimental methods to isolate each casual factor
and to determine its effects. So that, as I see it, the development of
the social sciences was delayed until statistical methods could be
developed which were appropriate tools for scientific research in
these fields.

We have to go out and study social problems, social science, where
it exists in the lives and operations of men in society; so that the lag
is due in the first instance to the complexity of the problems and to
the difficulty of getting methods for scientific research in these fields..

I think there is a second point, and that is that the controversial,
aspects of many social problems contributed to delay in the develop-
ment of the social sciences.
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Now, scientists are frequently in disagreement in any field on the
borderline of what is known, that is in the growing edge of the science,
both its physical sciences and the social sciences. The problem arises
because in the social sciences problems often result in widespread and
heated controversies, because the general public has preconceived
opinions or prejudices about them which differ from the suggestions,
the solutions suggested by research.

Scientists might differ as to whether we had an expanding or con-
tracting universe, but it wouldn't arouse a very violent public contro-
versy, but in the social sciences every human being is a self-appointed
expert, and when the social scientist studies problems of child develop-
ment and education, parents and other human beings are apt to argue
with the findings of science because they may not be in harmony with
their preconceived ideas.

If one is seriously ill, he would not question the advice of his doctor
even though doctors might disagree among themselves as to the best
way of treating that particular malady, but in the social sciences,
human beings have no hesitation whatever in tangling with' the
ex~2erts.

Science reduces controversy by substituting facts and principles
for speculative theories. But this scientific research is a very slow
painstaking process, and it has been particularly so in the social
sciences. We need great care in suggesting action based 0n social
science research, because it is not a substitute for common sense. It is
merely an additional tool for recent judgment.

Predicting trends in the social sciences is more like forecasting
the weather than predicting the results in physics and chemistry, be-
cause there are so many unknown factors. Even such a matter as
predicting the future growth of population in the United States is
subject to a wide margin of error because of variations 11 the rate of.
increase that have prevailed in recent decades.

I think a third important difference is the fact that most colleges
and universities have been unable to finance research which is neces-
sary for the growth and development of these social sciences. At least
until recently with the development of atomic energy relatively simple
cheap laboratory equipment could be used for research in chemistry
and physics, and such expenditures have been accepted by custom.

And when a member of a college staff, a professor, had time from his
classes, he could go to his laboratory and could add to the total knowl-
edge of his science by his individual research. That unfortunately is
not true 1N the social sciences, because funds were not available for this
type of research. It was new.

substantial funds were required annually for traveling expenses to
sstudy the problems where they existed, and for clerical salaries to
.al atyye the results.

I mentioned three points there. There are a couple of others. One
(of these is the result, perhaps, of the first™ three. I think it is. a fair
'statement that we have a growing number of social scientists in the
United States today, but many question whether we have a real social
-scienQe;as-the Word "science" is commonly understood.

A, scientist is a man Who applies scientific methods to the study of
;problems-no-matter where they are found. A scientist tries to obtain
'knowledge 'by ,observation or experimentation or both with a high
tlegree,gf objegtivity.
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He is not trying to prove something, he is trying to find out some-
thing, and his studies should be susceptible to repetition by others
under similar conditions, so that they could prove or disprove 0r
modify his conclusions.

As he proceeds, he constructs hypotheses as to what probably are the
facts of the case, and then he tests those hypotheses, and where the
data are sufficient, he tries to formulate theories that are consistent
with the data to promote knowledge of the field.

In this sense, in spite of the short historﬁ, there are substantial
numbers of competent social scientists, although they are pitifully
few in relation to the number, the complexity, and the importance of
the problems to be studied.

Now, on the other hand, a science is usually considered to be a sub-
stantial body of knowledge that has been validated by tests accepted
by competent fellow scientists. In general it is interconnected and
self-consistent, and it is integrated over the whole by theories accepted
by most scientists, and it is associated with an active group of scien-
tists who use it.

While great progress has been made in recent decades, the social
sciences cannot be said to fully meet these tests. They can be met
only by greater numbers of competent social scientists working over
a period of time.

One might say that in the development of social science research,
we have a few islands of facts that have been determined, but we
don't have a large area of consistent proven knowledge as is true
in the older physical sciences that have been developed over a longer
period of time.

And last among the list of differences would be in the number of
professional workers that follows, I think, as a natural course. The
number of professional workers in the social sciences is far below
the number working in the older long established- physical sciences.
According to the most recent figures, the total membership of seven
national professional societies including these social sciences was less
than two-thirds of the membership of the American Chemical Society
alonﬁ. They are new, their numbers of scientists are still relatively
small.

Mr. KEELE. Dean Myers, would you cite some examples for us of
the contributions dealing with social science which have been made
with the assistance and support of foundations?
~ Mr. MYERs. Well, manifestly it would weary the committee and
it would be impossible for me to give a comprehiensive list. I have put
down on my notes 10 examples of which several are in economics
and some are in other fields included in the social sciences.

No. 1 is my list is an example in regard to national income. The
size of the national income of the United States and its distribution
to various recipients to wage and salary earners, to investors and to
business proprietors is a landmark, I think, in the social sciences.

These studies were started and carried on by the National Bureau
of Economic Research, and they substituted facts for theories and
opinions. Trends of national income are closely followed by business
ﬁfrfm.s,1 by investors, by officers of labor unions, and :by Government
officials.
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These studies also show what part of the gross national product

goes to consumers, what is taken by Government, and what is used
'y business firms to augment their inventories or their factories.

This information is not only important in peacetime, but it was
enormously helpful to our Government in mobilizing our economic
resources during World War II.

It was possible on the basis of these economic data to judge with
a considerable degree of accuracy what part of our national effort
could be devoted to the war program without breaking down our
civilian operations. It is constantly used in analyzing current de-
velopments and judging economic outlook.

Now after the National Bureau, which is supported largely by
foundations, had worked out the methods and established the value
,of these income data, they were taken over by the Department of Com-
merce and they have been continued by that agency ever since.

The man in the street probably reads and has some knowledge at
least in general terms of our gross national product, of our national
income. The newspapers carry stories from time to time in regard
to current trends.

Of course there is no time when all parts of our economy are equally
prosperous. Some industries are depressed, some are in good shape.
The national income figures give an authoritative picture of the prog-
ress of our total economy, an§ [ think they have very great significance
on that account.

Mr. KEELE. I take it this is one of those instances where the risk
capital of the foundations permitted a pilot project of this kind which
has now been adopted by the Government?

Mr. MYERs. That's right. It paid off.

There is another very good one I think somewhat related to it in
the matter of fluctuations in income and employment, what we com-
monly call cycles. The Employment Act of 1946 was passed by Con-

ress, and as the discussions during the recent campaign pointing to
§conomic instability are one of the most important problems of these
times, the tendency of our economy to booms and depressions.

Although theories of the business cycle were relatively embarrass-
ingly numerous, no one had determined which of these theories con-
formed to the facts until these studies were undertaken by the National
Bureau of Economic Research.

These studies on business cycles have greatly expanded the range of
scientific knowledge of a very practical and important subject. It is
now possible for businessmen and for Government officials to begin
to make forecasts and to devise policies that are based on scientific
research.

We know, for example, that as our national income fluctuates, our
imports increase with national income and decline when it goes down.
We know that investment expenditures fluctuate more violently than
expenditures by consumers for goods used in living.

We know as a result of these studies that mild depressions are domi-
nated by a decline of inventories, while severe depressions are domi-
nated by a decline in capital investments, and those basic landmarks
are extremely useful in knowing what we have at the present time and
some judgment on what is going to happen in the future.

A third point or a project that [ think has paid very large dividends
is one on the national trends of production and productivity. In
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1934, the National Bureau of Economic Research brought out a com-
%gélensive survey of production trends of the United States since

This was followed by detailed scientific research of the trends in
output, in employment, and in productivity, in agriculture, in mining,
in manufacturing, in electric power, in transportation, and in service
industries which showed the physical growth of the Nation for the
first time.

These findings are a unique record of national economic perform-
ance and show very clearly that the Nation's rising standard of living
depends on increasing productivity. They have been widely used in
business as well as in Government, and provide the basis for ECA

olicies to raise the productivity and thereby the living standards of

urope.
P tkﬁnk it is impossible to overestimate the importance of this basic
information that shows a very simple fact, that rising standards of
living of the United States as a nation are due to rising production
per worker in all phases of our economy; that this information is the
best defense against efforts of pressure groups to get a bigger piece
of the nationa E)ie at the expense of some other group, by pointing
out that the only way we can improve our standard of living is by
efforts whichwill increase the productivity of workers in agriculture,
in industry, and in other types of business activity.

Mr. KEELE. Dean Myers, it would seem to me- that those three
items, or examples, that you have mentioned here, really constitute
a study of the capitalistic system.

Mr. MYERS. That's right.

Mr. KEELE. In operation.

Mr. MYERS. That is correct.

Mr. KEELE. The charge has been made at various times to the
staff and to the committee that the foundations, or there was some
question-let me put it that way-as to whether or not the founda-
tions were not supporting projects of study which tended to under-
mine or weaken the capitalistic system.

It would seem to me that the statement you have made here would
support the theory that rather they have lent their assistance, at
least in these instances, to studies which gave attention to the capi-
talistic system or our present system, shall we say.

Mr. MYERS. believe that is true, sir; that knowledge of our
present system and how to make it work better are both very im-
portant in meeting the competition of any other system or any other
ideology, and that these studies directed at our present economic
system have been productive both in-explaining how it works and
Eerhaps in helping to enable the leaders in business and industry and

overnment to make it work better.

Mr. KEELE.. We only know how to make it work better if we know
how it works.

Mr. MYERS. That is right, and substituting facts for theories.

Mr. Hays. Dean Myers, will it be convenient for you to come back
after lunch to compléte your statement?

Mr. MYERS. Certainly.

Mr. HAYS. The committee will be in recess until 1: 30.

(Whereupon, at 12 noon, the select committee recessed, to resume
at 1: 30 p. m., of the same day.)
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All IERNOON SESSION
STATEMENT OF WILLIAM I. MYERS-Resumed

Mr. HAYS. The committee will be in order.

Dean Myers, will you pick up where you left off. Perhaps Mr.
Keele has a question.

Mr. KEELS. I think you were giving examples, Dean Myers, of
instances where the foundations had rendered substantial support
to the area of social science, and I believe you had covered three
instances of them, all of which, as I recall, stemmed from the National
Bureau of Economic Research; is that right?

Mr. MYERS. Yes, Sir.

Mr. KEELE. Would you continue and give us the more important
other instances that you know about.

Mr. MYERS. [ will be glad to, Mr. Keele.

A fourth one that I shall just mention and not discuss, is the his-
torical and statistical studies of financial and credit markets.

We all recall the great speculative boom that ended in 1929 with
disastrous consequences to the whole economy, and the years of the
great depression.

The National Bureau has been making some research studies to
clarify the causes and consequences of this speculative boom, not only
in common stocks but in mortgages and foreign bonds, and bonds of
domestic corporations which participated in that debacle, and as a
result of the studies that have been made, very comprehensive studies,
we have expanded our knowledge of credit statistics and the factors
affecting losses on all kinds of loans.

That, I believe, and understanding of what happened in that specu-
lative boom and in the subsequent depression, is another example of
ways in which we might avoi(ci1 a recurrence, or at least, minimize the
possibility of a similar disaster in the future.

Mr. KEELS. Might I say there, Dean Myers, or might I ask, isn't
that another instance of an objective study being made of the so-called
capitalistic or free enterprise system under which we operate?

Mr. MYERS. Precisely.

Mr. KEELE. And these studies, I take it-the question itself has
some implication in it-were objective studies not made to prove or
disprove the errors or the mistakes in our system, but merely to under-
stand them; isn't that right?

Mr. MYERS. They were made for the purpose of finding out what
happened, as nearly as possible why it happened, all to the end that by
understanding our economic system better we can hope to avoid similar
disasters in the future.

Another and a fifth very important point, a way in which the social
sciences, through foundation grants, have contributed to public wel-
fare, is in the matter of aptitude testing and personnel selection.

Probably the most significant practical contribution of scientific
psychology has been the development of methods of measuring the
aptitudes of human beings. We began in the First World War in a
very elementary way with the "Army alpha" test of draftees, and as
a result of continued research, much of which was aided by founda-
tions, we are now making use of aptitude tests in every field of human
activity.
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From the time our children enter elementary school they receive
various forms of tests of aptitudes to select groups which can be taught
more effectively. In going from high school to college, we have a
national system of aptitude tests that is recognized as one of the good
measures of determining the capacity or the chances for success of
applicants in college.

e give our young people tests to the end that we can guide them
into vocations in which they seem to have the best chance for success,
for which they have particular aptitudes. We use these tests 11l busi-
ness in selecting employees of various sorts. We give them different
types of tests.

e also do it in Government. Every day in the operation of every
business and almost every governmental department and almost all
types of educational institutions we are using these aptitude tests
that have become a part of our everyday life. And the term "I. Q." is
known by the lay pu%lic as one of the measures of accomplishment by
these tests.

Perhaps the biggest job that has ever been put before any group
using aptitude tests was in the Second World War, when we not only
had many more men to select, but we had a more complicated selection
problem because of the requirements of special skills for mechanized
and airborne war.

The rapidity with which the Armed Forces was expanded and their
effectiveness as a team depended to a really important extent on a
selection and classification program to put these men in positions
where their skills and aptitudes were most needed.

Considering the millions of men and women involved and the many
types of specialized training that were required, I think a really very
important job was done that again contributed to the welfare of the
Nation in time of war.

Another and a different type of way in which the social sciences
have contributed to public welfare is in the matter of questioning and
interviewing techniques. An important part of social science research
consists of quick and accurate collection and analysis of information
that is needed for policy-makingg and executive decisions in business,
in Government, and in education.

Now, some of these facts for social science research come from rec-
ords, some come from direct observation, but many come from asking

eople about themselves and their opinions, their experiences, their
eliefs, and their intentions.

Since the accuracy and validity of the findings of such questioning
depends on the method used, a great deal of research has gone into
the refinement of interviewing and questioning methods. And the
technical knowledge developed by research involves the wording of
questions so that they will not contribute to bias, how they select
samples of people to represent larger groups, within known limits of,
accuracy, and the methods of analyzing the answers that are obtained.

Once a good technique is developed by research, it s oon finds its way
into business and Government applications, as we have seen in market
research, in personnel work and other applications. Here again the
application of these techniques is the pay-off, but you don't dget the

application except by support of basic research to which foundations
have contributed greatly.
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And these techniques of questioning are used in a wide variety of
applications. A very common everyday example is market research on
consumer preferences.

No modern firm would think of introducing a new product or of
improving an old one without a careful study of consumer preferences
in regard to the gadget or the machine that they intended to present
to the market.

Another very comprehensive example is the census which provides
an enormous amount of indispensable information for agriculture, for
business, and for Government. The census is staffed by social scientists
who have been trained in the use and analysis of these questioning
methods. .

The Federal- Reserve Board carries on studies, or rather has a pri-
vate research organization carrying on studies, one each year, that
obtains from a cross section of the people information about family
earnings and their expenditures and their savings and their plans for
future spending that could be obtained in no other way. This infor-
mation is used by the Federal Reserve Board as one of the guides to
credit policy and it is widely used by Government and by other busi-
ness in planning their operations.

Another important area is in the use made by questioning techniques
by the Army during the last World War.

The Research Branch of the Information and Education Division
of the Army, with the help of competent social scientists, used these
questioning techniques to obtain information on many problems, such
as morale of the soldiers, mental breakdown, those soldiers who were
progressing toward mental breakdown, the control of venereal dis-
ease, and their postwar educational plans.

The most widely known contribution of this type of research was
that underlying the point system of discharge during demobilization.
The point system was developed as the result of studies made of the
attitude of the soldiers in regard to the relative weight of different
factors in determining who would be demobilized first.

Another example that is perhaps particularly in our minds right
now in public-opinion polls. During the campaign many private
polling or§anizations presented from week to week the results of their
studies of what samples of the population thought they were going
to do in regard to the election that was coming up.

Another example in this list is what I have called area studies. The
leadership of the United States in world affairs makes it very impor-
tant for tﬁis country and especially for the officers of Government to
have available for use when they need it detailed information about
remote and obscure areas of the world, and trained men with command
of this knowledge.

These resources were mobilized for military purposes during the
Second World War. For example, a group of social scientists helped
the armed services to develop in a short time a handbook on the Pacific
islands that gave information about the geographical and the political
and the cultural characteristics of the people who were living on
Okinawa and the other Japanese mandateg islands, and this informa-
tion was used for military purposes and later for civilian adminis-
tration.
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The area studies contributed also to the development of studies of
Japanese morale, and it is interesting to note that in 1945 in May as
the result of careful studies, prediction was made of the early collapse
of the Japanese war effort, in spite of the commonly held opinion that
the Japanese would fight to the last man.

Since the war, foundations have assisted and are assisting a number
of universities to develop special competence in various areas of the
world that we need to know about and which are not adequately cov-
ered elsewhere.

These area programs on Russia, on the Far East, on southeastern
Asia, on the Near East, on Latin America, and so on, are a very impor-
tant part of the information that is needed by the Government. These
centers are used for the training of officers, employees of the State
Department, and of the Department of Defense, so that they will be
better informed on the areas of the world with which they will be
concerned.

I would like to mention about two other points in which I think
social sciences have made important contributions. One of those is in
the general heading of contributing to better human relations in
industry.

Modern practice in industrial management has been redirected as a
result of some studies that were made by the Harvard Business School
1N the early thirties. These were originally directed at a study of in-
dustrial fatigue, but the researchers discovered that productive effi-
ciency depended not only on physical conditions and the size of the
pay check, but also on human relations. And as a result social scien-
tists are being widely used by business in increasing productivity per
worker through improved industrial management.

Another area, ninth in my list, in which they have contributed is
that of public administration. For example, the Public Administra-
tion Clearinghouse was established and has been largely supported by
foundations in Chicago. It provides headquarters and assistance for
many different organizations, the Council of State Governments, the
American Municipal Association, the Municipal Finance Officers Asso-
C%f%t'ioln’ and many other similar organizations of State and local
officials.

The clearinghouse-and these national organizations have State and
local officials.-has made many valuable contributions in strengthening
State and local government over the entire country by making it pos-
sible for these officials to employ experts to study common problems
and to unite for common action. It has furnished the center at which
national organizations of State and local officials could work out better
methods of local and State government.

The Hoover Commission on the Reorganization of the Executive
Branch of Government employed organizations such as the Council of
State Governments and, other experts, trained in public administration
and the related fields, 11 its studies of the reorganization of the Na-
tional Government for more efficient operation.

Many departments of the National Government and of State gov-
ernments are employing management consultants, men trained in
public administration, in order fo provide better service at lower cost
through these governmental units.

And last in my list is that of mental health. Modern medicine is
paying increasing attention to the social and psychological factors that
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affect mental and physical health. It is not only a matter of the human
being as an animal, but his welfare and his health, both mental and
physical, depend upon his surroundings and in part upon his attitudes.

So that research into the many obscure causes of mental ill-health
is now being carried on across a broad front of medical and social
sciences. This is one of our most important problems, as is shown by
the fact that the number of patients in mental hospitals increased from
481,000 in ,1940 to 564,000 in 1949, and it is still increasing.

We need to make use of all scientific research that will contribute
to a solution of that problem and to the curing of those who have
physical or mental ill health.

I could go on from there and give many others, but those I think
are some of the more important ways in which the social sciences have
contributed to national welfare through aid given largely by founda-
tions.

Mr. KEELE. Dean Myers, would you indicate to us something alon
the lines of the number of foundations which have been aiding an
assisting the social sciences, and also something of the extent to which
they have given assistance?

Mr. MYExs. Well, as far as we can determine, major support of
social-science research comes from a relatively small number of
foundations.

Among these, the most important are the Ford Foundation, which
is a newcomer in the field, the Rockefeller Foundation, the Carnegie
Corp., the Twentieth Century Fund, the Commonwealth Fund, the
Wenner Gren Foundation, the Grant Foundation, the Field Founda-
tion, the Millbank Memorial Fund, Russell Sage Foundation, Maurice
and Laura Falk Foundation.

Perhaps a dozen or so such names would include most of the
sources of foundation support for research in the social science while
as I understand it the total number of foundations exceeds a thousand,
so that the number that are aiding the social sciences again perhaps
for some of the reasons I have given is very small.

We have no reliable figures on the total amount of financial sup-
?ort of social-science research given by foundations, but it seems clear
hat it is a very small, one might almost say insignificant, part of the
total expenditures of such organizations. We have figures on some
of the major foundations, but we have no way, unless it is obtained
through the answers to questionnaires provided to this committee,

to get at the total expenditures.

Mr. KEELS. I was going to say we may be able to furnish some in-
formation on that when we finish processing the questionnaires.

Will you tell us whether you feel that foundation support is a
continuing need for research in the social-science field, and also some-
thing of how that support operates or how the foundations support
the social sciences.

Mr. MYERS. Well, I would say that the history of research in the
social sciences and in other fields has shown that business and Gov-
ernment will support applied research that is of importance ‘to them
after its value has been demonstrated.

Foundations in my judgment play a critical role in the development
of new fields and in continuing to support basic research in the estab-
lished fields. At the same time the problem of wise investment of
funds to promote public welfare by foundations is much more difficult
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than the investment for profit in a business corporation because of the
fact that we have a lack of accurate measures of success.

In a modest way I have had an opportunity to participate in the
deliberations of boards of directors of business corporations and of
two or three foundations. It is much easier for the directors and offi-
cers of a business corporation to decide how to invest money profitably
than it is for the trustees of a foundation to decide how to invest
money wisely for the public welfare.

When you are considering a business investment, you have estimates
of costs and profits, you have balance sheets, income statements, you
have measures that, report accurately the results of both the forecasts
and later the results of the investment.

In the case of foundations, you have no quantitative measures which
accurately determine the results of an investment. It has to be the
best judgment of the officers and of the trustees both in the selection.
of fields and in the selection of individuals and organizations which.
are aided.

That is especially true in the aspect in which I think the work of
foundations is perhaps most significant. That is the aspect of
pioneering.

Foundation funds might be considered as venture capital to assist
in developing the social sciences and other new fields by aid in scien-
tific research. We know that similar aid has been given and is being
given to the physical and medical sciences over many years and it has
assisted them in their development and stimulated broad support of
applied research by Government and business.

These pioneering studies are particularly difficult to evaluate. A
large part of social-science-research products consists of reliable meth-
ods for quick and accurate collection and analysis of information
needed by Government and by business.

For example, the invention and perfection of the "life table" was
essential to the growth of the life-insurance business. We know that
for any one individual the expectation of life is unknown, but the
development of life tables based on the known mortality of large
groups has given us a method by which life-insurance companies oper-
ate and extend life protection to the citizens of the country. Of course
a similar principle is used in other types of insurance, fire insurance,
health insurance, and so on. Once you work out a good technique by
basic research, it finds its way into business and Government.

Again I remind you that these techniques, these applications, are
the pay-off, but you don't get these practical results except by support
of basic research, and in supporting basic research in the social sci-
ences, foundations have typically left complete responsibility for
ing and execution to the person or ins‘gtution receiving the
funds. In this way they have established essential conditions for
free unbiased scientific inquiry.

As soon as the scientific basis has been determined, your business
schools, colleges of agriculture such as the one I am associated with,
business firms, Government use the applied techniques developed
through basic research, but the use of social science in agriculture, in
business, in Government, is limited by the development of the basic
science on which these applications rest.

Another way Il which the foundations have greatly aided, the first
being pioneering, and one that I think is extremely important, is to
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strengthen teaching in the social sciences in colleges and universities
by aiding promising men to carry on scientific research which can't
be financed by college funds. This aid serves the double purpose of
improving instruction because of better trained teachers, and of
strengthening the field of science.

A third way in which the foundations assist the social sciences is
by scholarships and fellowships to increase the supply of trained sci-
entists for colleges, for Government, for business.

Scarcity of trained scientists that are really competent is a severe
handicap to the development of the social sciences. Over about 25
years the Social Science Research Council has given about a thousand
fellowships and scholarships in the social sciences. These have been
of enormous importance but many more are needed to meet the ex-
panding needs for trained men in business and Government as well
‘as in the colleges.

Those are the ways as [ see it in which the foundations have made
contributions that would not be made or have not been made by any
other agency in the development of these new fields.

Mr. KEELE. We come back again to the theme that has been men-
tioned here by almost every witness, namely that the characteristic
contribution of the foundations is their assistance in pioneering on
the perimeter of knowledge.

Mr. MYExs. That's right. And then in continuing the basic re-
search after the pioneering is over, because your business firms, Gov-
ernment, similar organizations will carry on the applied research, but
some institution is needed which will finance the basic research on
which further growth depends.

I would like to mention another, a fourth area in which I think
foundation support has been very important, and I have referred to
that previously indirectly. That is the National Bureau of Economic
Research.

This national research organization in the field of economics,
financed largely by foundations, is the most important organization
of its kind in the world. It has been the most important single factor
in replacing economic theories with facts.

That organization has carried on pioneering research that I have
referred to such as studies of national income, of business cycles, of
national production, and then after carrying on these pioneering
researches and establishing their value, the bureau has allowed the
routine operations of these studies to be transferred to . Government
so as to release its resources for future pioneering.

For example, the bureau's estimates of national income, capital for-
mation, and consumer spending have been taken over and continued
by the Department of Commerce. Its measures of physical output
and productivity of manufacturers have been taken over %y the Bureau
of the Census; its developed estimates of residential construction by
the Bureau of Labor Statistics ; its estimates of the volume of con-
sumer credit by the Federal Reserve Board. It has freed its organi-
zation of the responsibility of routine so that it could continue pio-
neering work.

Finally it has stimulated economic research and the improvement of
tewhing in the social sciences in colleges and universities.
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The bureau maintains a very small but very competent permanent
staff and draws largely on colleges and on business firms and Govern-
ment for men for temporary periods who are especially qualified forr
a given study. Over about three decades of operations several hun-
dred men and women from universities, Government and business
have obtained invaluable research experience in this way.

After the job was completed they have gone back to their regular
vocation, occupation, and were better and more competent teachers or
research workers on that account.

Mr. KEELE. I am going to return again to the theme which I touched
on before, and that is the fact that we have reiterated so many times
in letters and in interviews the charge that the social sciences with the
support of the foundations have pursued lines of study which tend to
undermine or weaken the capitalistic or free-enterprise system or what
we might largely term the American way of life.

Dean Myers, you as an educator, as an economist, as a director of
some of the foundations and as a director of some nationally known
companies seem to me to be in a l(:;osition to answer this question with
much more understanding than the average person.

In your opinion have the social sciences with the support of the
foundations shown any tendency to anﬁle their studies in such manner
as to undermine the American way of life as typified by the capitalistic
system and free enterprise?

Mr. MYERSs. In my judgment the result of their work has been very
strongly in the strengthening of the American system of free enter-

rise.

The CHAIRMAN. Are you prepared to defend that assertion?

Mr. MYERs. Yes, sir. I would say that the studies of how our econ-
omy works, the studies of our national income, our markets, our pro-
ductivity, to find out what has happened and why it hapﬁened is of
the greatest value in understanding our economy and in helping all
people not only to understand it but to make it work better.

r. KEELS. The areas on which you have touched seem to me to
support the theory that you have just stated, namely that these studies
have been directed primarily to an understanding and thereby a
strengthening of our existing system. Would you say that that is
typical of the work that has been done?

Mr. MYERS. I think that is ‘;lypical, and I think that the basic reason
for it seems to me to be this : The greatest contribution made by social
sciences to our national welfare by the aid of foundations has been
substituting fact and principles that can be demonstrated by scientific
studies for opinions.

The best answer to argument is facts, and what we have needed in
the social sciences is more facts, more study of facts, so we will have
a more comprehensive body of scientific knowledge.

We have &]retty well gotten rid of witch doctors in this country in
medicine. We still have a few witch doctors in the fields of the social
sciences.

[ mean by that everybody is a self—ap%ointed expert. We still have
many gaps in the sciences that need to be filled before it can measure
up in over-all comprehensiveness to the established long-developed
physical natural medical sciences. But as far as it has gone, and to
the extent that it has gone, research in the social sciences has substi-
tuted facts and sound principles based on facts for speculative theories.
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[ would like to make just one or two other points, with your permis-
sion. Another very important agency in the social sciences that has
been aided by foundations is the Social Science Research Council to
which you referred this morning. This is a cooperative organization
to stimulate and help organize scientific research in the social sciences.

It also selects the most promising young men for scholarships and
fellowships, using funds provided by foundations. The membership
of the council is made up of the professional societies of the social
sciences, and its directors are drawn from men in these professions
working in universities, business, and government. In other words,
it is a cooperative organization largely of professors of social science
that helps to coordinate their efforts to develop programs of research.

It has been effective not only in giving fellowships to train more
promising men but in helping individual professors to get aid of
foundations in carrying on scientific research.

Without going into any large number, the Brookings Institution
here in Washington has been aided largely by foundation grants and
it makes many important research studies especially for the National
Government.

The Food Research Institute at Stanford University has received
many foundation grants for its scientific studies of food problems.

In addition to these, the foundations finance large numbers of
research projects to be carried on by some of the most promising
workers on the stafs of colleges and universities. This important
part of their activities serves a threefold purpose.

It builds the scientific structure of the social sciences; it improves
the content of the teaching and the qualifications of the teachers;
and it helps to train more competent men for these fields.

What we need, Mr. Chairman, in the social sciences, in my judg-
ment, is more scientific research so that we can push the boundaries
of known knowledge back further, and further eliminate speculative
theories as %Jides in thinking and in action, both public and private.

Mr. KEELE. Dean Myers, one of the charges which we have had
repeatedly made to us is that the foundations working through shall
we say the Social Science Research Council or the American Council
of Learned Societies or any other groups through which they do work
tend to a sort of self-perpetuation.

The term 'I believe has been used by a number of critics is that of
intellectual in-breeding, ,the thought being that the same men over
the years or the same group of men holding much the same ideas get
control of the apparatus by which these grants are made or are allo-
cated, and that it tends to freeze out those of a different opinion or a
different school of thought. Do you think that charge is fairly made
or at least can be substantiated, or do you differ with it?

Mr. MYERS. I do not think the charge is accurate. Again I should
have explained previously I am not an expert in these fields. My expe-
rience has been directly in two or three foundations, and as an agri-
cultural economist and a worker in the field of agriculture.

It happens that at my institution my college has been the recipient
of very insignificant grants because we have reasonably adequate sup-
port from public funds for research in education and agriculture.

However, as a person, a dean of an agricultural college, I recognize
our dependence in agriculture on further development of the basic
sciences on which all of agriculture rests, so that we can get support for
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carrying on reasonably adequate programs to improve the production
of crops and animals, to improve the fertility of the soil, to improve
the well-being of farm people, but we cannot get public funds for basic
research.

We still depend for the continuation of agricultural progress on
basic research in the physical sciences, in the social sciences, and in the
humanities for the best progress in aﬁriculture in an applied field, and
I think that is a fair sample of applied education.

Mr. KEELE. Would you cite by example what you referred to as
the basic research on which agriculture bases its progress?

Mr. MYERS. Well, one of the very important developments in agri-
culture in the past 20 or 30 years has been the development of new and
better varieties of plants, all kinds of crops. Hybrid corn is an exam-
ple, improved varieties of wheat and oats and of cotton and of potatoes.

Well, those developments in the field of plant breeding would not
have been possible without basic research in genetics, in botany that
increased the knowledge on which the plant breeders work, so that as
we move ahead to develop still better plants that are not only produc-
tive, that have desirable nutrients, that 'are resistant to disease and
insects, we are continually dependent upon the further growth of the
basic sciences on which we represent the application.

I am fairly familiar with the field of agricultural economics and
of marketing. Well, agricultural economics is the applied economics
to agriculture. And in marketing we are studying the marketing to
try to improve the marketing of many farm products.

The development of those applied social sciences depends to an im-

ortant extent on further scientific research in basic economics, and
in fundamental economic studies, such as the ones I have referred to,
and others.

It is just as true in the social sciences as it is in the physical sciences,
and I think it is also true in the medical sciences that we depend on
continually ﬁrowing phases of basic knowledge developed through
basic research.

Mr. KEELE. And the money for that is not available, you say, from
the public funds in the amounts necessary?

r. MYERS. Very limited amounts. We can get funds in the busi-
ness schools and in the colleges of agriculture for applied research.
It is from foundations that the principal funds come for carrying on
bzatsic fundamental research, things that have no immediate appli-
cation.

Mr. KEELE. I think I have stated probably the negative side of the
criticism that has been made most frequently. Let me put it in the

ositive.
P [ should say that of the charges that have come in to the staff of the
committee, the greatest numbers and the criticisms are directed pri-
marily along the lines that the social sciences with the support of the
foundations have tended to encourage socialism rather than the system
of free enterprise or capitalism under which we- are presently operat-
ing or did operate, if that isa more correct term.
n your opinion, is that charge substantiated by the facts?

Mr. MYERS. Ido not think it is, sir. In my opinion, the basic
studies made by the National Bureau, those on national income, those
on business cycles and those on production and productivity that show

how our economgr works that have indicated the relationship, the
25677-53--1
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basic relationship between productivity per worker and national
standard of living, have been among the most important factors in
keeping our economy on an even keel and giving wide recognition to
the fact that if we want to have a rising standard of living, all groups
must be organized so as to produce more per worker so that we will
have more to divide.

One can make comparisons that would be odious between the phi-
losophy of this country, which recognizes that the only way you can
have a higher standard of living is to produce more, and some coun-
tries of the Old World where they have not had that philosophy of
life, they have been dividing scarcities. Well, I don t want to at-
tribute too much to one organization. Let's say it is part of the
genius of the people of America and a new country, but I believe that
the studies show the close relationship between increasing productiv-
ity and improving standards ofliving which have been very impor-
tant factors in wise public policies.

As I made the point this morning, in preventing selfish pressure
groups from getting success in trying to get a bigger piece of the pie
at someone else's expense, instead of recognizing if they want more
pie, the productive way is to produce more, and then with fair methods
6f distribution they would get more. I believe that the basic economic
studies have been very important in giving wide recognition in this
country to that rather basic fundamental thing which I think under-
lies in part our free economy.

Mr. KEELE. I gather from what you have said today that if we
were to try to simplify the matter and place it in capsular form,
we could say that the chief beneficiaries as regards groups of the work
of the social scientist and social science has been, one, the Govern-
ment, and two, business enterprises who have applied the knowledge
that has been gained through your research. IS that correct?

Mr. MYERS. I don't know that it is one and two.

Mr. KEELE. fdon't know in which order.

Mr. MYERS. 1 don't either, but certainly business generally, includ-
ing agriculture and Government, have both been important benefi-
ciaries, and with them, of course, the Nation.

Mr. KEELS. But those two agencies or groups are the ones who have
seized upon the work done and applied the research to their problems
to a greater extent than any other groups, I gather.

Mr. MYExs. That is correct.

The CHAIRMAN. Mr. Hays, I shall pass the opportunity to question
Dean Myers, but I would not like it understood that I am accepting
as facts in the case the statements that he has made, because this com-
mittee is obligated to these distinguished people like Dean Myers for
coming here of their own accord in response to invitations, to give the
committee their best thought on some phase of the question which the
committee is dealing with.

I shall want before we go much further in the hearing to test out
questions which have been raised by the questions that counsel asked
Dean Myers, as regards the behavior of foundations. In other words,
In their being creatures of the capitalistic system, have they not in
their operations undertaken to bring the system into disrepute, and
has there not been developed a socialistic leaning on the part of most
of the foundations that have entered into the formulation of the poli-
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cies they have made and under which they have carried on. I believe
that is all right now.

ieMr' KEELE. [ assume, Dean Myers, that was the expression of your
view.

Mr. MYERS. That is correct.

Mr. KEELS. There may be those who would differ. I suppose each
man is entitled to his own view, but I was particularly interested in
asking that of you because of the fact of your wide experience both
in business corporations and in serving on the boards of the founda-
tions and also because of your interest in and work in the social sciences.

Are there any other questions?

Mr. GOODWIN. No questions.

Mr. KEELS. I would like to express to Dean Myers our appreciation
of the staff, and I am sure of the committee, for the assistance he has
given us, aside from appearing here because he has been most coopera-
tive and helpful in advising us.

Mr. MYERS. May I thank you for the opportunity and just say this:
That the best answer to any speculative theory is further scientific
research in the field of the social sciences.

Mr. HAYS. Thank you very much, Dean Myers.

(The prepared statement submitted by Mr. Myers reads in full as
followszs)

STATEMENT OF WILLIAM I. MYEas, DEAN, NEW YORK STATE COLLEGE 0r AGRICULTURE,
CORNELL UNIVERSITY

WHAT THE SOCIAL SCIENCES ARE

. The social sciences involve the study of man in relation to other men as indi-
viduals, groups, and nations. The major commonly recognized fields of the social
sciences are:

1. Economijcs considers ways in which man obtains goods and services in
making a living.
2. Psychology studies man's mental organization, his mental process, and
his aptitudes.
3. Sociolog¥ and anthropology study the relations of men as groups as
well as the culture and physical characteristics of human races.
4. Political science or government studies governmental organization and
processes at all levels. )
5. Demoglraphy or population studies consider the laws that control the
growth, decline, and migration of population.
6. History interprets the behavior of man over time.

Each of these fields includes a very broad area. = Economics, for example, with
which I am more familiar than the other social sciences, includes, among other
studies, those of money and banking, business and labor organizations and man-
agement, public finance, international trade and finance, marketing, land econom-
ics, national income and wealth, and economics of transportation.  Many of these
:areas may in turn be subdivided further in terms of professional specialists who
teach in a large university, who do research, and who work with businesses and
a variety of other gfoups and organizations havin% a direct interest in_their
activity.” In the college of agriculture at Cornell, for example, agricultural
marketing is divided into marketing dairy products, marketing fruits and veg-
etables, and marketing (Fo,ultl('iy, eégs, and livestock. The other fields of social
science have also been divided and subdivided into increasingly numerous lines
of sEecialization as knowledge in these fields has expanded.

This growth has been paralleled by even greater expansion in the physical
And biological sciences and by the increasing specialization of occupation in every
walk of daily life.
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SOME DIFFERENCES BETWEEN THE SOCIAL AND PHYSICAL SCIENCES

There is no hard and fast line between the social sciences and the physical
and biological sciences. Modern medicine, for example, increasinigly pays atten-
tion to social and psychological factors which affect both mental and physical
health. The trend is clearly indicated by the development of a whole new field
of psychosomatic medicine. Research into the obscure causes of mental ill-
health is now being prosecuted across a broad front of biological and social
sciences.

Nevertheless, man's knowledge and masteEy of the physical universe have out-
run his understanding of his fellow man. ivilization may be threatened with.
destruction by the atomic bomb, because the inventions made possible by research
in the physical sciences have not been matched by corresponding developments
in the social sciences that would limit their use to constructive gurposes. At
the same time, new and more intricate military devices, developed as a result of
IErogress in the physical and biological sciences, are necessary for our defense,

-but are not most effective unless men can be selected, organized, and trained to
make the best use of them. Technical progress in industry is being accompanied
by growing attention to how to hire, train, and persuade men to increase produc-
tion. Personnel work in industrial corporations uses increasingly the research
of psychologists, sociologists, economists, and industrial engineers for this
purpose.

e physical and social sciences use many of the same basic disciplines, the
same logic and seek the same objectives of provable knowledge that can be
assed on to others. Furthermore, there is, as already indicated, no exact
ine of demarcation, but a zone of overlap between them. There are, neverthe-

less, essential differences.

One of the important differences between the social and natural sciences
lies in their historical development. Men have been developing the principles
of physical science by the use of scientific methods for several centuries. The'
first Substantial, preCise scientific work in the fields now included in the social
sciences, on the other hand, began only a few decades ago. This lag is due
largely to the fact that it is more difficult to study human relations than physical
problems. In the social sciences it is usually not possible to employ experimental
methods to determine what causes bring about what effects. Laboratories
and field plots can be used to develop better varieties of seed corn in the science
of plant genetics. It is obviously impossible to segregate in this way individ-
uals or groups of people to study the %reat maljority of problems of human be-
havior. This makes it necessary for the social scientist to observe what people
are doing around him either by direct observation, by asking people about them-
selves or by searching in the records of the past. The necessity of leaving the
office and Iaboratory to study most problems of social science delayed develop-
ment until statistical methods were devied which proved to be appropriate
tools for scientific research in these fields.' .

t seems likely also that the controversial aspects of many social Eroblems.
have contributed to delaying the progress of the social sciences. Arguments&
among scientists are always found on the growing edge of every science, physical
and biological as well as social. . However, arguments about social-science prob-
lems often result in widespread and heated controversies because the general
public is deeply interested in them and the suggested solutions may difter from
its preconceived opinions and prejudices.

In many areas of social science, such as child development and education, for-
example, most people consider themselves experts. On the other hand, progress,
in the medical sciences has been such that few I[’)leople are, for example, inclined
to substitute their own opinions for those of a physician when they are seriously
ill, even though medical scientists may argue among themselves concerning ap
propriato treatment for the disease.

cience reduces controversy by substituting facts for speculative theories, but
scientific research is a slow and painstaking process especially in the social
sciences. Great care is needed in suggesting action based upon such research..
Social science is not a substitute for common sense, but an additional tool for
reasoned judgment. Predicting trends in the social sciences is more like fore-
casting the weather, with all the variables involved, than predicting results in_
phXSics or chemistry.

nother difference in the development of the social and physical sciences is:
that most colleges and universities” have been unable to finance research which.
is necessary for the growth and development of social science. Until rather
recently, relatively simple, cheap laboratory equipment could be used for re-
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search in chemistrﬁ and physics, and such expenditures had been accepted bﬁ
custom. On the other hand, funds were not available for social-science researc
because it was new and because substantial annual grants were required both for
travel exgense to study the problem where it existed and for clerical salaries to
analyze the results.

Another important comparison between the social and physical sciences lies
in the fact that we have social scientists today but many question whether we
have a real social science. A scientist is a man who applies scientific methods
to the study of problems. In the word of Chester I. Barnard, formerly president
of the Rockefeller Foundation, the scientist tries to obtain knowlec%%e by observa-
tion or experiment or both, with a high de%ree of objectivi.tty. is methods of
study and presentation of results are such that others can, if they choose, repeat
the procedure under similar conditions. The scientist constructs and tests hy-
potheses for this purpose. Where the data are sufficient, he tries to formulate
theories consistent with the data to promote knowledge of the field. In this
sense, in spite of the short history of social science, there are suhstantial numbers
of competent social scientists although they are pitifully few in relation to the
number, complexity, and paramount importance of the problems to be studied.

Science, on'the other hand, according to the same author, is a substantial body
of knowledge, validated by criteria accepted by a group of competent scientists.
In general this knowledge is interconnected and self-consistent. It is integrated
b%/ theories accepted by most scientists and it is associated with an active group
of scientists who use it. While great progress has been made, the social sciences
cannot yet be said to meet these tests fully. We have competent social scientists
but greater numbers are needed, working over a period of time, if the social
sciences are to become genuine science in the sense indicated. )

Another important difference between the social and physical sciences is that,
as would be expected, the number of professional workers in the social sciences is
far below the number working in the older, longer established physical sciences.
According to the most recent figures, the total memb@rship of seven professional
societies in the social sciences was less than two-thirds the membership of the
American Chemical Society alone.

SOME CONTRIBUTIONS MADE BY THE SOCIAL SCIENCES WITH FOUNDATION SUPPORT

One way to judge the usefulness of the foundations in the social sciences is to
examine results of research they have sponsored. I should like to indicate some
of the work that has been done which I believe to be outstanding. This is not to
say that all foundation-sponsored work has been equally useful or that the
foundation officers themselves would not be the first to admit that mistakes have
been made. A baseball player who hits in one-third of this times at bat is con-
sidered to have a high batting average. Dun & Bradstreet compile an impressive
record of mistakes in the form of business failures.

But let me mention a few of the successes. The merits and the very valuable
accomplishments of the foundations should be recognized. It 1S impossible, in
the time available, to attempt a clear summary of all the valuable research and
other ?ctivities aided by the foundations, and I can only cite a few outstanding
examples.

1. Studies of the size of the national income of the United States and its distri-
bution to wage and salary earners, investors, and business proprietors made by
the National Bureau of Economic Research.-These studies substituted facts for
theories and opinions. Before the National Bureau published its basic studies
of the national income, even trained economists often had fanciful ideas about
how the national income is distributed. In the absence of dependable informa-
tion, it was impossible to discriminate intelligently among the many conflicting
theories. = All this has changed in a single generation.. Hardly a day now
passes without some mention in the public press of some actual or impending
change In the national income or in the gross national product. National income
accounts are now followed closely by business firm, private investors, trade-union

officials, and governmental agencies. Even laymen have some understandir%% of
these technical matters. NoO one need guess any longer about the size of the
national income, its rate of growth, or its distribution among the principal eco-
nomic igroups or regions of our country. Likewise, one can now tell with sub-
stantial accuracy what part of the gross national product passes into the hands
of consumers, what part is taken by the Government, and what part is used by
business firms to augment their inventories or their instruments of production.
Information of this type prove enormously helpful to our Government in mobiliz-
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by business managers and ials in analyzing current deve

ments and judging the economic outlook. After the research methods had been
worked out and the value of these studies established by the Bureau, they were
taken over by the Department of Commerce and have been continued by that

ing economic resources duriné World War Hffand it is constantly used nowadaffs
i overnment offic op

agency.

gZ. gtudies of fluctuations in incomes and employment.-The Employment Act
of 1946 and discussions during the recent Presidential campaign point to eco-
nomic instability as one of the paramount problems of our times. = Although
theories of business cycles weer embarrassingly numerous, no one had taken
the trouble to determine which of these theories best conformed to the facts
of experience until studies were undertaken with foundation support by the
National Bureau of Economic Research. In the studies, the basic scientific need,
therefore, was to ascertain what actually happens within our economy during
booms and depressions, and thus bring the test of experience to bear on the
theories that keep clamoring for public attention. e Bureau's factual re-
searches on business cycles, which are reported in numerous treatises and
monographs, have greatly expanded the range of scientific knowledge of this
very practical subject. For example, the Bureau has established that our
imports fluctuate in close harmony with the national income while our exports
do not; that investment expenditure fluctuates over a much wider range than
consumer spending ; that inventory investment is by far the most volatile type
of investment outlay ; that short and mild depressions are dominated by declines
in inventory investment while long and severe depressions are dominated by
declines in fixed capital investment; that aggregate business profits reach a
cyclical peak at about the same time as national income, but that the proportion
of business firms experiencing rising profits begins to decline about 6 to ]2
months before aiggregate profits and national income reach their peak. Equipped
with numerous factual findings of this character, economists can face the specu-
lations of a Marx or a Keynes with something better than their own speculations.
Not only that, they can begin to frame forecasts and to devise policies that rest
on a scientific distillation of experience. ) L.

3. Studies of national trends of production and Ipr‘odlztctll)llt?l/.—In 1934, with
foundation financial support, the National Bureau of Economic Research brought
out a comprehensive survey of production trends in the United States since
1870. This was followed by detailed scientific research of the trends in out-
put, employment, and productivity in agriculture, miningr,1 manufacturers, elec-
tric power, transportation, and service industries which showed physical growth
of the Nation for the first time. These studies indicated, among other things,
how large the gain in output had been, and how sensitive efficiency has been
to changing economic circumstances, such as unemployment, Inflation, the
existence of war, and the availability of capital. They have also provided
basic information on the growth of merchandising, the service trades, an
ﬁovernmental functions-a range of activities which had greviously been neg-
ected in economic literature, although they have expanded much more rapidly
than the commodity-producing industries and already embrace a good half of
the economic activity of the American é)eople. The Bureau's findings concern-
ing production, employment, and productivity have been widely uséd because
they are a unique record of economic performance and because they show very
closely that the Nation's rising standard of living depends on increasing
productivity. The policies of the ECA, directed toward raising the Er:)roductivity
of European industry and thus the living standards of Western Europe have
derived much of their authority from these American data, for which there
was not until very recently any European counterpart.

Historical and statistical studies of funanotal and credit markets.-The
National Bureau with foundation support has conducted investigations of the
performance of the financial system. The boom in common stocks during the
1920's and its aftermath are notorious, but speculation was by no means con-
fined to common stocks. It extended to lending on farm and urban mortgages
;t)urchase of foreign government bonds, and to other types of credit. To cla_lrif?l

hese and related éxperiences, the National Bureau has made extensive historica
and statistical studies of the financial and credit markets. The first of these .
studies was devoted to the .practices of financial institutions engaged in con-
sumer financing, particularly consumer installment financing. = Subsequent in-
vestigations have dealt with the financial institutions, including Federal and
federally sponsored agencies, involved in the financing of business, agriculture,
construction, and trading in real estate. These studies were built up from new
primary materials, and they have vastly expanded our knowledge of credit
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standards and of the factors affecting losses on consumer loans, business loans,
and mortgages. A comprehensive study of the experience of investors in do-
mestic corporate bonds since 1900, and another study of experience with foreign
igoverr.lmf;nt bonds issued during the 1920's, have rounded out this series of
inancial investigations. The results of these studies are widely used by all
ty%es of financial institutions. X
. Aptitude testing and personnel selection.-A most significant contribution
of scientific psychology has been the development of methods of measuring
human aptitudes, emerging partly as a result of the work of such leaders as
Thurstone, Terman, and Thorndike who received substantial financial assistance
from the foundations for their studies. From the "Army alpha" test of draftees
during World War I, , steady progress has been made by scientific research
so that a great variety of aptitude tests is in daily use in innumerable activities.

Such tests are emﬁ)loyed in the field of education from the time the child
begins school through college entrance and college and including, among other
aptplications, vocational guidance. Many businesses test employees for many
different kinds of work through the application of these methods. Govern-
ment-Federal, State, and local-employs them widely in selecting employees
for different kinds of work.

World War II presented a much more complicated selection problem than
World War I, not only because of the larger number of men involved, but
also because of the requirements for special skills for mechanized and airborne
war. The rapidity with which the Armed Forces were expanded and their
effectiveness as a team, depended to an important extent on a selection and
classification program to put men in positions where their skills and aptitudes
were most needed. Considering the difficulties involved, a really remarkable
job was done. . o

6. Questioning and interviewing methods.-Some of the facts used in social
science research come from records. Some come from direct observation, but
many come from asking dpeople about themselves, their opinions, experiences,
beliefs, expectations, and intentions.  Since the accuracy and validity of the
findings depend on the method used, much research effort has gone into the
refinement of interviewing and questioning methods toward which foundation
supgort has contributed. The technical knowledge devel?ped b%/ research in-
cludes the wording of questions ; how to select samples of people to represent
larger groups within known degrees of accuracy; and methods of analyzing the
answers that are obtained. These techniques are being used in a wide variety
of applications. The foundations made important contributions to their develop-
ment. Among the numerous applications of questioning and interviewing meth-
ods are those employed in market research on consumer preferences. The census
provides indispensable information for agriculture, other business, and Govern-
ment. The Census Bureau is staffed by social scientists trained in the use and
analysis of questioning methods.

The Survey Research Center of the University of Michigan, which has received
extensive foundation support, makes an annual survey of an accurate cross sec-
tion of the population for the Federal Reserve Board in order to obtain infor-
mation about family earnings, expenditures, savings, and plans for future spend-
ing that can be obtained in no other W%V. This information is used by the
Board as one guide to decisions on credit policy. It is also widely used by
other Government agencies and by business.

The Research Branch of the Information and Education Division of the Army,
staffed by competent social scientists, used these techniques during World War
II to obtain authoritative information on many problems, such as morale, mental
breakdown, venereal disease control, and postwar educational plans of soldiers.
The most widely known contribution of this agency was the research underlying
the "point sys‘gm" of discharge of servicemen during demobilization.

7. Area studies.-Worl developments make it important for the United States
to have available for use when needed, detailed information about remote and
obscure areas of the world, and trained men with command of this knowledge.
These resources were mobilized for military purposes during World War II.

Area studies involve investigation of countries or regions of the world and
the bringing together of knowledge representing the contributions off many fields
of social science. Foundation support has been given widely to encourage the
development of such work.

Among the applications of the knowledge developed from such studies was
the supplying of information by social scientists to the Navy during World War
II for auick preparation of detailed handbooks on Okinawa and the Japanese
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mandated islands covering their geographic, political, social, and cultural char-
acteristics for background for military purposes and later civilian administration.

In the Overseas Intelligence Branch of the Office of War Intelligence, anthro-
pologists coordinated the evaluation of intelligence data on Japanese morale,
relating incoming reports to a background of studies of the Japanese people.
Contrary to common belief in the invulnerable fighting spirit of the Japanese,
the social scientists were able to point out vulnerable places in Japanese mili-
tary and civilian morale. A report written in May 1945 predicted the early
ﬁol apse of the whole Japanese war effort both in the armed forces and at

ome.

Area studies since the war receiving foundation support include those on
Rlﬁssia, the Far East, Southeastern Asia, the Near East, Latin America, and
others. . .

8 Human relations in industry.-Businessmen recognize increasingly that the
productivity of the industrial workers is more than a matter of size of pay
check. Modern practice in industrial management has been redirected in part
as a result of studies done by Mayo and associates of the Harvard Business
School during the early 1930's at the Hawthorn plant of Western Electric Co.
with foundation financing. Initially directed at industrial fatigue, these re-
searchers discovered that productive efficiency depended on the human relations
as well as physical conditions and mechanization. In recent years, social sci-
ences have been widely used in business in increasing productivity through
im rove% lpract'ce_s in industrial management.

8, Public administration.-The Public Administration Clearing House at Chi-
cago and many of the organizations established there, such as the Council of
State Governments and affiliated organizations, the American Municipal Asso-
ciation, and the Municipal Finance Officers Association, have received substan-
tial foundation support. The financing of this work from the early 1930's gave
new vigor to many of these organizations. It has resulted in a valuable contri-
bution to strengthening State and local igovernment over the United States by
making it more easily possible for officials from these governments to consider
their common groblems, to look to a staff of experts for advice, to improve their
operations, and to unite for common action. One activity of one of these organi-
zations-the Municipal Finance Officers Association-may be mentioned. As a
result of its initiative and work, studies were made and reports prepared on gov-
ernmental accounting, debt administration, local revenue and tax administra-
tion, and budget and pension administration. Publications on municipal ac-
counting were prepared for use by municipal officials at a time when there was
virtually no guidance available from othelr sources. Membership in this asso-
ciation grew from about 100 in the early 1930's to 1,000 in recent years. The
Council of State Governments has performed major service for State govern-
ments through activities so well known to this committee that citing them

waould be repetitious., | . . ) L .
The Hoover Commission in its studies of organization of the executive. branch

of the Federal Government employed organizations such as the Council of
State Governments and experts elsewhere, trained in public administration and
its related aspects. The organization of departments of government for more
efficient public service, whether in the Federal Government or State and local,

owes much to the studies of men trained in public administration and who have
served on the staffs of legislative committees and executive agencies. Some
of the pioneering work in this field as a science has received support from

foundations.

10. Mental health.-Research on mental disease has become increasingly con-
cerned with the social and physical factors which produce mental disease and
those which may prevent such illness.

Social scientists aided by the foundations, have contributed to new approaches
through studies of the family and the community to show what conditions pro-
duce healthy personality and what produce disordered behavior. A current
problem in this area includes one supported by substantial foundation grants
to help determine to what degree social conditions contribute to mental disorder.
Another current study financed by foundations includes one at Harvard to ex-
plore what Ipreventive mental-health measures are most effective at the com-
munity level.

New techniques have been developed through research for quick and economi-
cal identification of mentally disturbed individuals. An example is the neuro-
psychiatric screening adjunct developed for the Army, by sociologists and psy-
chologists during World War II. This test was officially adopted for use at all
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induction stations beginning in 1944 to try to screen out men mentally unfit for
effective Army service.

The urgency of the problems of mental health is partly indicated by the fact
that the number of patients in mental hospitals increased from 481,000 in 1940
to 564,000 in 1949. In New York State, the State's mental hospitals and schools
,are by far the largest single items of operating expense of the State government.

11.” Other studies supported by foundations and dealing with problems of
current fpractical importance include investigation of the effects of different
kinds of retirement upon older people; an inquiry into community resources
available for aged persons ; investigation of what happens when American
methods and technologies are introduced in underdeveloped agricultural regions.
The latter problem requires understanding if we are to avoid doing more harm
than good in our efforts to meet threats of aggression by technical and economic
aid abroad.

NUMBER OF FOUNDATIONS AIDING SOCIAL SCIENCES AND EXTENT OF THEIR FINANCIAL
'SUPPORT

Major support of social-science research comes from a relatively small number
of foundations. Among them, the most important are : Ford Foundation, Rocke-
feller Foundation, Carnegie Corp., Twentieth Century Fund, Commonwealth
Fund, Wenner Gren Foundation, Grant Foundation, Field Foundation, Millbank
Memorial Fund, Russell Sage Foundation, and Maurice and Laura Faulk Foun-
dation. A dozen or so such names would include most of the sources of foun-
dation support for research in the social sciences, while the total number of
foundations exceeds 1,000.

There are no reliable figures available on the total amount of financial support
of social-science research given by foundations, but it seems clear that it is a
very small part of the total expenditures of such organizations.

NEED FOR FOUNDATION SUPPORT FOR SOCIAL-SCIENCE RESEARCH

The history of research has shown that business and government will support
applied research of importance to them after its value has been demonstrated.
Foundations play a critical role in the development of promising new fields and
in continuing to support basic research in established fields. At the same time,
the problems of wise investment of funds to Bromote the public welfare is much
more difficult than investment for profit in a business corporation because of the
lack of accurate measures of success.

Pioneering investigations are supported by foundation funds which serve as
venture capital assisting in developing social sciences and other new fields
through supporting scientific research. ~Similar aid given to the physical and
medical sciences over many years has assisted in their development and stimu-
lated broader support by government and business. Underl}liing the progress .of
social scientists working with immediate and practical problems has been basic
research often having little apparent relation to things of every-day concern, just
as in the science of physics, theoretical studies formed the basis for later develop-
ment of atomic energy. A large portion of social-science products consists of
reliable and valid methods for quick and accurate collection and analysis of
information needed for policy making and administration in business, education
government, and -other organized social functions. Thus, the invention an

erfection of the "life table" was essential to the growth of the life-insurance

usiness.  Similarly, mathematical statisticians working on theoretical problems

have made possible great advances in psychological testing and in the measure-
ment of suc seemmlgly elusive things as morale or employee satisfaction. A
good technique developed in the universities tends to find its way into market
research, personnel work, and other practical applications. The application is
the payoft but we do not, get the useful end-items except by sup}f)ort of basic
theoretical and developmental research. In giving financial support foundations.
typically have left complete responsibility for detailed planning, execution, and
interpretation of research to the person or institution receiving the funds. In
so doing, they have established essential conditions under which free and un-

biased scientific inquiry can be pursued.

The foundations have strengthened the-teaching of social sciences in colleges
and universities by aiding promising men to carry on scientific research which
cannot be financed by college funds. This aid serves the double purpose of im-
proving instruction and strengthening the field of science. Through foundation
support college teachers have had opportunity to study problems™in their field.
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Aside from resulting additions to the knowledge of the science, it helps teaching
to lose some of its more undesirable ivory tower aspects.

The foundations, through their scholarship and fellowship programs, have done
much to increase the supply of trained and competent scientists for colleges,
Eovernment, and business. Scarcity of competent trained scientists is a severe

andicap to the development of the social sciences. While the 1,000 fellowships
and scholarships granted through the Social Science Research Council over the
last quarter century have been of enormous importance, many more are needed
to meet the. expanding needs for trained men. Without foundation assistance
the situation would be much worse than it now is.

The foundations have been large%y responsible through the capital they have
made available for the existence of a number of noteworthy institutions and
organizations in the fields of the social sciences.

ma_l'or beneficiary of foundation grants for economic study has been the
National Bureau of Economic Research, which was organized in 1920 by a small
%ﬁoup of men-among them Wesley Mitchell, noted economist; Malcolm Rorty,
the industrialist ; and Edwin F. Gay, first dean of the Harvard Business School-
as an agency for the scientific investigation of economic problems. It was the
view of these men that the studies of such an agency would establish wide areas
of economic fact accepted by students, businessmen, and legislators, and thus
reduce or narrow the field of controversy over economic issues and policies.

In studying the workings of our economic organization the National Bureau
has concentrated on fundamental and continuing problems rather than the shift-
ing issues of the day. The bureau pursues no single or particular theory in its
studies. Instead of asking "what might happen" or pronouncing judgment on
"what should happen," the bureau seeks to ascertain 'what did happen;" "what
is happening," "why," and "what do the facts signify". In other words, the
bureau has followed the well-tried methods of the older sciences, which have
reached their present dependability by substituting on an ever-widening scale
facts for opinions and tested generalizations for theoretical conjectures.

This national-research organization, financed lar%ely by foundations, is the
most important organization of its kind in the world. In addition to carrying
on its basic research on national income, business cycles, physical output,
efficiency, and the machinery of credit, the National Bureau has made studies
of the labor market, the capital requirements of industry, and the finances of
the Federal Government. Over the years the bureau has drawn on hundreds
of men and women from universities, departments of government, and business
firms for participation in its investigations. The results of these investigations
have become imbedded in the work of private and governmental agencies. For
example, the bureau's estimates of national income, capital formation, and con-
sumer spending have been taken over and continued by the Department of Com-
merce; its measures of the physical output and productivity of manufacturers,
by the Bureau of the Census ; its estimates of residential construction, by the

ureau of Labor Statistics ; its estimates of the volume of consumer (iebt, b
the Federal Reserve Board. In these ways, as well as through the media of ifs
research and its publications, the National Bureau has had a wide influence
on the training of economists, the teaching of economics, and the programs of
other research institutions, notably the universities.

To a very significant degree the National Bureau's accomplishments in the
sphere of economic research have been made possible by the foundation grants.
A};l)proximately half of the bureau's budget, in some years considerably more than
that, has been met from Rockefeller grants. These grants have, covered in
advance periods varying from 3 to 10 years, and they have carried no restric-
tions as to the subject or method of investigation. With unrestricted and as-
sured funds at its disposal, the bureau has been able to plan its dpro%ram over
a term of years. It has felt free to pioneer in hitherto unexplored fields and to
take whatever time was needed to permit its studies to mature. It has been able
to resist the temptation of acceptingbfunds for studies of transient problems..
Most important of all, it has been able to plan its program so that successive
studies may build upon, add to, and enrich earlier investigations. Without
the aid of the Rockefeller Foundation, the National Bureau would have found
it much more difficult, and might have found it impossible, to pursue the course
-along which scientific f{nowledge cumulates.

Another organization, a major part of the activities of which has been made
%ossmle by foundation support, is the Social Science Research Council. This

ody is a cooperative organization to stimulate and help organize scientific
research in the social sciences. It also selects the most promising young men
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for scholarships and fellowships using funds provided by foundations. The
membership of the council is made u]f:) of the professional societies of the social
sciences, and its directors are drawn from men in these professions working in
universities, business and government.

The Brookings Institution has been aided largely by foundation grants and,
as is well known, makes many important research studies.

_ The Food Research Institute at Stanford Universitﬁ has received many founda-
tion grants and has made major contributions to the study of the economics of
food production and distribution.

The various foundations have also financed innumerable projects which have

been carried on by some of the most promising research workers on the staffs
of colleges and universities. This important phase of foundation activities

serves a threefold purpose. It increases the scope of scientific information. It
improves the content of social-science instruction in colleges and universities.
It helps to train larger numbers of competent men for these fields.

Mr. KEFT.F. Dr. Bush.

Mr. HAYS. Dr. Bush, the committee welcomes you, sir. We appre-
ciate your presence here, and we will be very happy to hear your
presentation.

STATEMENT OF VANNEVAR BUSH, PRESIDENT OF THE CARNEGIE
INSTITUTION OF WASHINGTON AND TRUSTEE OF THE CARNEGIE.
CORP. OF NEW YORK

Dr. BUSH. I am very happ¥ to be with you, Mr. Chairman. Per-
haps I ought to identify myself first, Mr. Keele:

Mr. KEM E. Well, I think for the record perhaps it is well. Most
of us here know who you are all right, but perhaps we ought to have
it for the record.

Dr. BUSH. I am president of the Carnegie Institution of Washing-
ton. [am a trustee of the Carnegie Corp. of New York.

And may [ make a correction here of a statement which Mr. Hollis
made, [ am sure inadvertently, for he stated that my institution is a
subsidiary of the Carnegie Corp. of New York.

Mr. KEELE. We were informed that you probably would catch that
error and remark on it today. ) o

Dr. BUSH. As a matter of fact, the Carnegie organizations are very

independent. I sit on the corporation board, but the president of thee
corporation does not sit on my board, so if there is any subsidiary re-
lationship, it would seem to be in the other direction.
. I am also a member of the governing body of three educational
institutions-John Hopkins University, Tufts College, Massachusetts
Institute of Technology. I am also a regent of Smithsonian Insti-
tution and am on one or two commercial boards.

Mr. KEELE. Because of your experience and abilities, we have asked

you to come here today, Dr. Bush, to advise us as to your views of
the contributions and the impact, if | may use that term again, of the
foundations upon the physical sciences or natural sciences.
. Dean Myers has been talking about what the foundations have done
in the area of social sciences. ~ Yesterday General Simmons, dean of
the School of Public Health at Harvard, discussed with us what they
had done in the field of medicine and public health.

We have had Dr. Middlebush here telling us something of what
they have done in education. Now we would like to hear from you
what they have done, if anything, in the field of the physical sciences
or natural sciences. [ don't want to ask a leading question, of course.
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Dr. Busx. If h were to expound on that completely, of course, I
would take much more time than this committee has available. How-
ever, | will attempt to pick one or two instances that seem to me to be
particularly sigiu ficant.

Let me take first one that touches on Dean Myers' testimony. Back
in 1908 a scientist of Cold Spring Harbor stationed at my institution
developed the theory of hybrid corn. What he did was to work out
the genetics relationships of that exceedingly complex plant to grow
pure lines, to find that on crossing them there was enormous hybrid
vigor.

%_Ie published all of this, but there was a pause of some 10 years be-
fore anything was done about it practically, and then it was picked
up industrially, there were in fact founded some rather substantial
fortunes on the basis of the development of hybrid corn in this coun-
try, some of which you may have heard about.

But hybrid corn came into practice for the benefit of this country,
and I understand today that the value of hybrid corn represented by
the excess production that was available over what would be available
if we were using the old methods amounts to some $3,000,000,000 a

ear.
Y This is a case of where a foundation was well in advance of the art,
studying very basic and fundamental things before there was practical
realization.

Let me take another example, and it is almost impossible to separate
the purely scientific affairs in the field of the natural sciences from
their commercial, their political, their social implications.

[ think one of the greatest things that was ever done by the founda-
tions in this country was to give us the seeds of a really etfective system
of medical training with the result that we have in this country a strong
system of medicine.

Back in 1908 we had a chaotic system in this country of medical
education. There were one hundred fifty or so medical institutions,
most of them operated on a commercial basis and for a profit, most
of them without any facilities except a few classrooms, most of them
with their instructors merely practicing physicians from the region
in which they were located. ~ They were training students that they
took in almost with no entrance requirements.

As a result of that, we had in this country four or five times as
many physicians as there were, for example, in Germany for the same
population.

Our medical system of education was in a very sorry state. The
Carnegie Foundation for the Advancement of Teaching got Doctor
Flexner to study the medical schools, and he published a very
thoroughgoing analysis of the difficulties. He pointed out that we had
one strong medical school at Johns Hopkins University, and he advo-
cated a system of higher standards and of better support.

Following his publication, there was strong support of medical
schools in various places by the foundations, and not only by the
foundations, but by individuals, such individuals as Rosenwald, Har-
kins, Eastman, who made , great contributions to medical schools.

Wf% have today a very strong system of medical schools in this
country.
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You were speaking a moment ago, gentlemen, about whether the
foundations in this country had had an influence which trended to-
ward socialism. Without attempting to treat that whole subject,
may [ point out to you that here was a trend which was 1 exactly
the opposite direction.

We have today in this country a very strong medical system. It

is by no means perfect, but it is a system of which we can in general
be proud,
Ig England today we have a socialized system of medicine. We have
no need for that in this country, and one of the reasons that we are in
the place where we can avoid that expedient is because of the work
of the foundations in the early days of medicine.

Now, might I turn to just two more. I won't take too much time.
We had experience only a few days ago of an announcement by the
Atomic Energy Commission that there was a thermo-nuclear explosion,
at Eniwetok. In the early thirties there were very few people in this
country who felt that the pursuit of the study of nucleonics, of the
inner actions of the atom, was of any more than academic interest; that
that study could ever be of importance, practically or in terms of na-
tional defense.

There were many fine pieces of work done on that subject, but let
me single out one.

One of the earliest pioneers was Ernest Lawrence. In the early
thirties he built a cyclotron at the University of California. His first
support for so doing came from the Research Corporation in New
York, a foundation which was founded by Frederick Cotrell, which
was then headed by a man of great vision, Howard Poillon, and he

ave to Ernest Lawrence his first report at the time when Ernest
awrence was not widely known, nor was it recognized that he could
be such an important leader as he later proved to be.

Other foundations joined him, with the result that this country was
far ahead of the rest of the world in that type of equipment when
the time came when atomic energy matters became of great and
serious importance to the Nation.

But let me turn to just one more, for while we are talking about
natural §eiences and physical sciences, we are not necessarily talking
about praetical things entirely. There are other aspects to our na-
tional life than the %rowm of corn effectively, or even medical
practice, or even the defense of the Nation by means of mortal weapons.

We have a cultural life in this country, and it is important that
we should further that, and the foundations have been in the forefront
of that effort.

When I was a boy there was very little basic scientific research in
this country. There was very little fundamental science. Today we
are moving toward the position where we will lead the world in fun-
damental research in every scientific field.

Very earl in 1928 one of the Rockefeller boards contributed
$6,000,00D to build the Hale telescope, a 200-inch telescope, which
stands on Mount Palomar. That was a pioneering venture requiring
a great deal 0 courai_ge. It took -many years to build that instrument,
and required some of the finest scientific work that could be gathered
together in the country to make it a success.

It is today a success, and it is operating well, and we have as a result
in this country the finest astronomical equipment in the world by far.
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I think that it is important that we should have those things, for
looking at the stars has more significance than the mere determination
of what keeps the sun hot, with its possible relationship to thermo-
nuclear explosions. It has a deeper and more profound significance_

So, as I look at the work of foundations in the natural sciences, the
physical sciences, I could give you more examples where I think they
have done some very fine and essential pioneering.

Mr. KEELE. Dr. Bush, in your opinion, is the need of foundation
support as great today as it has been in the past?

Dr. Busii. I have a strong feeling on that, Mr. Keele, which I
would like to express with some care. It has been stated many times
that since the National Government, the Federal Government, is
stepping in to support work in the physical sciences very strongly,
there is less neec%3 g)r private funds in that area. I think the exact
contrary is true.

Today the Federal Government is putting into research in the
physical sciences, in sciences generally, somewhere in the neighbor-
hood of $350,000,000 a year.

The entire endowment of my institution amounts to only $55,000,000_
Of this great sum, some $7,000,000 are going into what is called
basic research.

Now, definitions of basic research differ widely, and I think if I
were to apply my own definition I would find that the amount of
funds going by reason of acts of the Federal Government into really
fundamental research, is much less than that, but it is a very sig-
nificant sum.

Nevertheless, as the Federal Government moves into the support of
science in this country, as was indeed necessary, and which I advo-
cated, I feel that the need of private funds, with their complete
freedom, their ability to pioneer, their ability to take a chance, their
opportunity to set standards, is more than it used to be when it acted
alone, or substantially alone.

The CHAIRMAN. Do I understand you to say, Dr. Bush, that there
is an increasing need, as you understand it, for foundations? In other
words, their services are more needed than heretofore, and that the
public good demands that their activities increase rather than.
diminish?

Dr. Busii. I hope, Mr. Cox, very much, indeed, that it will increase.

The CHAIRMAN. Under our tax system, private colleges and uni-
versities will gradually starve to death unless they can find support.
from the foundations. Of course, this sort of mixing of the Govern-
ment and religion, the state and religion, you understand, with regard
to education, will prevent the Federal Government for a long time from
giving governmental support or tendering governmental, aid to the
private institutions and, therefore, they are virtually compelled to
look to the foundations for the lifeblood which they must have if they
wish to live.

Now, as opposed to this one benefit in a situation like that existing,.
if it does exist, the private institutions will find themselves in this

helpless position, that is, insofar as resources to carry on are. concerned,.

and having to look to the foundations, they lose to some consid-¢ erable extent their. independence, and gradually become obedient, not.
to what the foundations might demand, but what they might imagine
the foundations would like.
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In your experience-and you have had very broad experience, and
you are one of the world's great men-but in your experience is there
any disposition on_ the part of the foundations to so condition their
grants as might affect the independence of the beneficiary?

Dr. Busu. If there is, Mr. Cox, I have never seen it, but I would
like to answer your question at some length, for I have had a good
deal to do with some aspects of this subject.

During the war, when [ was Director of the Office of Scientific
Research and Development, nearly all or the great part of the scientific
effort of this country in the physical sciences was supported by my
agency, and was answerable to my agency, under contract.

We had the scientific institutions and the universities linked into
the war effort for the development of weapons and for the development
of war medicine.

Toward the end of the war, President Roosevelt called on me for a
report on the postwar status of scientific research in this country. My
office made a rather careful report.

Out of that, and out of other factors, came in the postwar era a
very extensive Federal support of science in this country, and thus
indirectly support of the universities and of the research institutions,
for many of them today are carrying on a considerable portion of their
graduate research, research that is carried on in connection with their
§raduate instruction, on the basis of contracts and grants from the

ederal Government.

Now, that was necessary because science in this country had out-
grown the scope of the prewar world when it was supported almost
entirely by private funds, except for the research, of course, in indus-
try. But academic research and research in the colleges and univer-
sities had increased in amount, in scope, to an extent where Federal
supf)ort was absolutely necessary if we were to maintain in a postwar
world our position in science which was essential to our growth and
also to our safety.

So that I have advocated strong Federal support in that manner.
I have also advocated the creation of the National Science Founda-
tion which, I hope, is going to exert a profound influence upon the
relationships between the Government and the universities in this
regard. But I did so reluctantly. Idid so reluctantly because I do
not believe in a Federal Government that does everything that it
can possibly do, leaving the remainder for private initiative.

[ believe very strongly indeed in the system of private initiative
which has made this country great. I believe in the type of philan-
thropy which has made the foundations possible, and [ would much

refer, if it were possible, to see the entire burden carried by private
genefactions and by private action, because I believe that the nearer
that we come to having the Federal Government grow indefinitely,
controlling everything, supporting everything, the nearer we come to
a socialistic state, which I would much deplore.

So I am in the position where I believe very strongly that private
philanthropy the action of -foundations-, is-essential to our health, and
more essential as Federal support has increased and at the same time,
[ have believed that Federanupport was necessary on a large scale
for ourr national health, and I am very glad that it has been instituted,
and might I say just one more word..



154 TAX-EXEMPT FOUNDATIONS

There is a great danger when the Federal Government gives $350
million in contracts to nonprofit institutionsin 1 year, danger of the
very type that you mentioned a moment ago, that the universities
might come under the control of bureaucrats, of agencies of the Fed-
eral Government.

| would fear that control far more than | would fear any control by
the private foundations, and | think at all hazards we must avoid in
this country any system' under which our scientific effort is under the
control of Government to such an extent that it becomes stifled and
routed into mediocre channels.

Since the war the men who have governed our grants, our contracts
of the Federal Government, the universities, have acted very wisely
indeed, in my opinion. We have avoided to avery considerable extent
the hazards that are always present when there is great Government
subsidy. | believe they have done an excellent job, and | hope they
will keep it up.

Mr. KEELE. Dr. Bush, | take it from that that you feel that the
foundation assistance will tend to offset to some extent the influence
of the Government subsidies, and that it is neded to help offset it?

Dr. Busx. | think it is neded not so much to offset but to supple-
ment, to supplement and to make it possible, for work to go ahead if
it has merit, and if it can secure the support of men to science, of un-
derstanding, whether or, not the Federal Government sees fit to sup-

ort it.
P Mr. KEELE. But if there is assistance from the foundations it will
tend, will it not, to prevent a tendency to, shall we say, domination by
the Government through the great subsidies they are making.

Dr. Busx. Quite right; and when we have both in the field, | think
we are in an excellent position.

| have appeared several times since the end of the war informally
here in the Congress to discuss the problem of cancer research for
which thereis, as you know, a great deal of Federal support, and also
agreat deal of private activity, such as the American Cancer Society.

I have always urged that the Federal Government should not overdo
its support in that field for, | think, we have an exceedinézlly healthy
situation at the present time where about half of the burden is being
carried by the Federal Government, and the other half of it by pri-
vate funds.

Under those circumstances, there is not the slightest chance, | feel
sure, that areally good lead in cancer research, one that can secure the
endorsement of men who understand the field, will go without adequate
support.

FIi/FI)r. KEELS. Dr. Bush, it has been suggested here that the advent
of the Government into the physical sciences or natural sciences,
by their expenditures, and so forth, might have a tendency to crowd
the activities of the foundations out of that field and into the social
sciences. | wonder if you would tell us whether or not that assumption
is correct.

Dr. Busx. | do not think there isanything in it, Mr. Keele. My
institution is engaged in the' natural sciences; we do work in astron-
omy, biology, physics, chemistry.

Since the end of the war we are working alongside of alarge number
of institutions who are receiving support even for their fundamental
research directly from the Federal Government. Thereis not the
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slightest difficulty in my institution to find things worth working on,
There always are many more things that are worth investigating than
can be possibly followed by any single group.

Mr. KEELE. You have got a constantly enlarging horizon, have you
not, in the physical sciences alone?

Dr. BUSH. Every time that an important scientific discovery is
made, it opens up the area for more research, and usually an important
discovery makes way for work of much larger magnitude than Wwas
involved in the original discovery.

Mr. KEELE. I am thinking back to a very pleasant talk I had with
you 2 weeks ago through our discussion with reference to the possibil-
ity of legislation, Federal legislation, or the desirability, I should say,
of Federal legislation, which might require foundations to make accu-
rate and complete reporting of their activities. Yesterday Mr. Emer-
son Andrews of the Russell Sage Foundation or, perhaps, the day
before yesterday, read the answer of the Russell Sage Foundation to
that portion of our questionnaire dealing with that, and it was sug-
gested in that answer that such reporting would be desirable in order
to afford anyone who was interested in learning exactly what the
foundations are doing.

Would you give us your views on that subject?

Dr. Busx. May I take just a moment before I do so to say that I
read the statements of Dr. Hollis and Mr. Andrews, and I think this
committee is fortunate in having before it as fine two statements of the
foundation movement as I have read; they are excellent.

Certainly, when a foundation receives the privilege of tax exemp-
tion, it undertakes an obligation to, the public. Certainly, any tax-
exempt foundation should so condut its affairs that they will be for
the benefit of the general public.

Now, I believe that all foundations that are tax-exempt should op-
erate in a goldfish bowl, that they should operate entirely in the open,
that they should make complete reports, financial reports, and reports
as to the nature of their grants, and so on.

I believe more than that, that if there are some parts of the founda-
tion movement which are not for the benefit of this public, and for
the benefit of the system in which we have great faith, that the mere
fact of opening up to the scrutiny of the public and to the scrutiny
of the Congress the operations of those institutions would in itself be
a great corrective. In fact, I think it might well prove to be such a
corrective that no other corrective would be necessary. .

I would urge-and let me say that this is already done by every
organization that I have ;contact with in the foundation field or the
education field, of course-that if there is further action along that
line, that it be taken with some care not to give great burdens unneces-
sarily.

We have in this country a multiplication of paper work. We have
naturally, inevitably, and unavoidably, as life becomes more compli-
cated, more things that business has to, fill out, more reports to make,
and so on, until it has become quite a burden upon all of us.

I think we, therefore, whenever we consider any action of this sort,
should take great care that the regulations that are made are not more
burdensome than are necessary for their intended purpose, and I be-
lieve that if the foundations are called upon to produce their financial
staterélfg%sé 3to rloduce their records of what money they have given
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away, and where, that you will have accomplished most of the purposes
without embarrassment.

I recognize well enough that this might be embarrassing to some
foundations; for example, a foundation that is set up by an individual
to continue his personal philanthropies, it would be embarrassing to
advertise the amount of money that he has in this foundation, which
may cause him to be descended upon by a host of people seeking aid,
and it may cause some clerical work, but I think that is an embarrass-
ment which has to be taken for the sake of having an open book
generally.

So my recommendation to you gentlemen is that we ought to have
the foundations in this country opening their affairs to the extent
that those foundations which have taken the leadership, have always
opened their affairs.

The CHAIRMAN. It is apparently the disposition of this committee
to let the distinguished gentleman pass without undertaking to cross-
examine him, thinking that was the polite thing to do.

It is perfectly apparent to me that if I had taken that attitude it
would have rendered a great disservice because the little question that
[ propounded has brought forth a very fine statement from you which
was not as a supplement to the original statement, but I think, like
the statement made by someone else who appeared here, was that you
were a representative of a subsidiary of one of the big Carnegie in-
stitutions.

Dr. Buses. Mr. Cox, | have appeared before so many congressional
committees that you certainly should not feel that you would embar-
rass me by close questions. I will be very glad to answer anything
that you have in your mind.

The CHAIRMAN. I think we ought to ask you questions because it
gives you an opportunity to rise and shine.

Dr. BusH. I have got one more point I would like to put in, Mr.
Keele, if I may.

Mr. KEELE. Yes, surely.

Dr. BUSH. It will not take but just a moment.

"There is another aspect of the foundation movement that I think
we are likely to lose sight of when we look so closely at the practical
results, and that is an entirely different angle.

We have in this country an altruistic urge; we have it to an extent
that, I believe, does not exist anywhere else in the world. It is a fine
thing that we have colleges in this country supported by their loyal
alumni; it is a fine thing that we have men of great wealth willin
to devote their money, to public benefit through foundations, an
more than that, willing to do so not as an extension of their own ideas
as to what is worth while s but by putting it in the hands of representa-
tive ' roups of trustees to utilize their own judgment.

This altruistic urge thus expressed is one of the finest things that
there is in this country. It shows itself in the Community Chest,
it shows itself by the action of the Congress in coming to the 'support
of the aged, it shows itself in many ways.

I hope, as this committee proceeds, that it will feel that in looking
for the abuses, and eliminating them,, it also has an opportunity to
look at the salutary aspects of this entire movement when it is in
good 'order.
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The CHAIRMAN. Let me ask you there, do ycu not-sense that in this
thing of reaching a right conclusion as a result of this investigation,
that there is a responsibility, first, on the committee, and then on the
foundations, that they might easily and properly work together in
the interest of cleaning up any bad spots that might exist?

Dr. BUSH. Mr. Cox, I think this inquiry is going to be of great
benefit. [ think it already has been of great benefit by causing a
large number of men to think about this problem deeply, and to try
to get it into good order.

[ think before you are through you will have accomplished a very
ﬁﬁqe 1épiece of work if you do no more than to cause many people to
think.

May -I say one word on a matter that you asked Mr. Myers which,
I think, goes to the heart of the problem? My institution does not
give many grants. We used to give quite a few, but with the decrease
of income on endowment, we do not give many today.

When we do make a grant, our 1;‘)lrimary objective is to see that
it goes into the hands of a sound scholar. If he is a scholar who will
approach his affairs objectively, if he is a mail who can analyze, who
has the scientific standing and recognition because he has analyzed,
well, then he should be given his support, and no control should be
exerted over him.

[ have that same feeling in regard to grants by foundations, gen-
erally. They should be very sure, just as sure as they. can be, that
where they place support that it goes into the hands of sound objective
scholars. ~ That, I know, is a thing that has been given gIreat thought
and given great care in the foundations with which I have been
associated.

It is an exceedingly difficult thing to do at all times. There are
bound to be slips, and those slips, I think, should be promptly cor-
rected, for we do not want support in this country of any man who
is approaching a problem except on the basis of the facts and the
logic of the case: = We do not want any man who is approaching a

roblem with a preconceived notion of what he might find out. That
1s not a great problem in science, for 1 science we always have tests
as to whether there is a sound scholar before us.

It is much more difficult in the social sciences, but in the social
sciences, even alone, it is impossible to avoid occasionally making ain
f;rr(_)i‘:r.d I think it is far better to have wide support than to be too
imited.

Mr. FORAND. Dr, Bush, does the Carnegie Foundation make its

rant direct to the individual concerned or to some group or how is

e money passed on?

Dr. Buses. We make very few grants today, but when we make a
grant, we make it for a specific purpose, and for the support of the
work of a SEeciﬁc individual, for our grants and all in the scientific
field, and they are made to supplement the work that we are doing
In lour own laboratories. For administrative purposes we make the

rant to the man's institution, but under the conditions that it will
e used to support his work.

Mr. FORAND. They keep an account, of course, that you can look at

an]% time?
r. BusH. Oh, yes.
Mr. HAYS. Do you have any other questions?
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The CHAIRMAN. No.

Mr. HAYS. Mr. Goodwin?

Mr. GooDwIN. No questions.

Mr. HAYS. Dr. Bush, how much do we know about the type of re-
search being done by the Communist countries?

Dr. Busx. Not so much as I wish we did, Mr. Hays. There is not
any doubt that Russia has enormously expanded its scientific training
and its scientific effort. What we do not know is the caliber of that
effort. Of course, we can judge somewhat by some results.

Russia produced an atomic bomb, at the lower. limit of the time
estimates that had been given as necessary for that purpose.

Russia has produced jet aircraft that are excellent, and that means
that Russia, in its engineering and, to a certain extent in its applied
science, is certainly today able to produce competent men and keep
them at work and in an effective fashion, otherwise they could not
produce those results.

Now, whether Russia, similarly, can break new ground, that I do
not yet know. I know that they are making an enormous effort, that
they have enormous regard for the physical sciences, that they are
putting great emphasis upon it; but as to the caliber of the work, we
have no way to judge.

Mr. HAYS. I suppose that there is nothing like the foundation
system in Russia?

Dr. BUSH: No. There is about as thorough a regimentation of
science as you could possibly have, and that is one of the things that
we.have to lean on.

In Russia, if one has a new genetic theory, and it does not accord
with the ideas of Mr. Lysenko, who happened to have the nod of the
proper commissars, then he had better suppress his ideas for if he
brings them into the open he will be promptly reviled and ridiculed
and removed from his position. He must follow the party line even
1n science. He must, in fact, subordinate all of his judgments on facts
to what is thought in the Kremlin.

Now, great science never prospers under those circumstances. Great
sclence only, prospers in freedom, in the competition in the free and
open market, if you will, between the ideas of independent men where
the' judgment IS the judgment of their peers and the judgment of
time.

When there is an artificial repression of ideas in the field of science
we do not any longer have science.

I am very happy personally that Russia has that system, and I
hope it is going to be a great impediment to them.

Mr. HAYS. Do any of the captive countries have or did they have,
before they went behind the iron curtain, anything like our foundation
system of philanthropy?

Dr. BUSH. I do not know of any such system in any of the iron-
curtain countries; no.

Mr. HAYS. I read somewhere the opinion that one reason for the
downfall or the collapse of the Nazi system was the government fol-
lowing exactly the same policy, that Hitler had bottled up research
when at a-certain crucial stage of the war it might have given them
an advantage.
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Dr. Buses. There is not any doubt that one of the greatest mistakes
that Hitler ever made was when. he took control of the German uni-
versities, and when, by one perfectly terrible act, he removed all of
the Jewish scientists from their efforts. He thereby made a sacrifice
in the practical matter of winning the war, which was beyond esti-
inate, and its results were shown in many ways.

This country, I am proud to say, ran rings around the Nazi hier-
archy in the development of new weapons. Now, that was applied
research. It was not fundamental research. This country has also
taken its place at the head of fundamental science where Germany
once held that position, and Hitler destroyed it, and he destroyed one
of the greatest assets of the state, and the result was that we had a
radar that was better than theirs; we had proximity fuses which
turned the tide of war at the Battle of the Bulge, and he did not,
and we had an atomic bomb when his group were miles behind us
in the race.

One thing, I think, that we can learn from that is this : Entirely
apart from its cultural aspects, it is very dangerous indeed for a coun-
try to neglect any aspect of fundamental science. The fundamental
science of 25 years ago in the field of atomic energy was regarded as
entirely academic, and it proved to be of enormous importance.

No man can say what fundamental things will be of great impor-
tance in the future. We need to be general 1N our support of funda-
mental science wherever it 1S found, and that applies, gentlemen, not
only in the field that I am talking about, but in science, generally.

[ have confined my remarks to the physical sciences because [ know
something about them, but don't think that I 'have anything but
sympathy for the good work in the social sciences. One exempTifica-
tion of that is that I am a member of the board of trustees of the
Carnegie Corp., and our principal effort is in the social sciences.,

Mr. KEELE. Dr. Bush, [ am sure you have had occasion to observe
what other countries are doing, particularly the countries of Western
Europe. Is there any comparable organization or group of organiza-
tions; I should say, is there any group of organizations which are
comparable in the countries of Western Europe to our great founda-
tions in this country?

Dr. Busx. Certainly not to any similar extent; and even in Great
Britain they do not have this movement on the basis that we have.

As you know, Britain supports its universities directly out of tax
funds. It does so through a committee on university grants, and it
has done so with great skill, in my opinion. It has done so Verty well,
so that in one sense they have goné much further than we have for our
Federal Government support of universities is only indirect.

But the foundation movement, in my opinion, is primarily a mani-
festation of the point of view of the people of this country; it has
grownﬁ)ut of our industrial life and our way of doing things quite
naturally.

Mr. K%)ELE. How is the function, then, that is discharged by the
foundations in this country supplied iii those Western European coun-
tries, or is it supf)lied?

Dr. Busx. Well, I fear that today it is not supplied to the. extent
that it should be. )

Let me turn back a bit. When I was Pyounger, some of the finest
fundamental science was being done in France, in Germany, in Eng-
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land. This country was not in the forefront in most fields of funda-
mental science. We have always in this country been very good indeed
at the applications of science, with gadgetry, making things work.
That is in our blood in this country.

We have not similarly had an aptitude for fundamental research
and fundamental science. We are developing it, we are supporting
it, but many years ago we leaned upon Europe for our fundamental
science, and gmdamental science there was carried out in their great
universities.

Those great universities still go on, they are still carrying on fine
work, and we still should have good relations, I hope, with them as
they proceed, and good interchange throughout the free world.

But there is not there the same situation that we have here where
the direct work of those universities can be supplemented by the
foundations, not to nearly the same extent.

Britain has not only its fund for direct support of the universities
but it also has a fund for scientific research, which is in some ways
comparable to our foundation, but it is tax money that was used
through a general committee.

Mr. KFFLF. To that extent, I should think it gives us an advantage,
then, to the extent that we have foundation support which they lack.

Dr. BUsx. I think it gives us a very important advantage.

Mr. KEELE. And they account to some extent for the rapid increase
and progress we have made.

Dr. BUSH. I think so. I believe that we are today obviously making
progress in applied science, in the engineering aspects, but I think we
are today making excellent progress in every field of fundamental
science, and that is due to several things. Before the last war it was
due to the existence of the foundations more than to any other single
element.

Today it is due to many things: First, Federal support; second,
the foundations, and, more than anything else, \ a growing realiza-
tion among the American people that it is important that it should
be on a sound basis.

Mr. KEELS. In other words, the initial impetus was given by the
foundations. Now the Government and other agencies are picking up.

Dr. BUSH. The initial impetus was given by the foundations. Tﬁe
enormous impetus given during the war when atomic fission, long an
academic subject, %ecame of great practical importance, convinced
many people that it was worth while in a very practical sense to be
utterly alert in fundamental science.

The CHAIRMAN. Doctor Bush, I will not ask you a question unless
it is agreeable to you, but I am wondering if PYeidelberg still stands
at the head of the class of the great universities of the world or if as
a result of the war or misfortune it has lost that place?

Dr. BUsx. Its position was utterly destroyed by Hitler. I can tell
you a little story about Heidelberg if the commit%fee wants to take
a moment.

The CHAIRMAN. [ have three grandchildren that I have registered
;there. I have not been able to get one of them off, but I am still
Insistent.

Dr. BUsx. Toward the end of the war when our troops were moved
into Heidelberg, there was with those troops a team of scientists that
was intent on finding out where the Germans stood in regard to the
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development of the atomic bomb. We were very anxious to know the
last facts at that moment. So there was a combined military and
scientific team that moved 11, and the scientists at Heidelberg, who
were still there, were seized, and they were put in internment in Eng-
land, and they thought they were being seized because the United
States needed them so badly for its atomic-energy development.

When they were not used at all, they wondered that the Americans
were so obtuse that they did not understand how they could be of
great use to them, and then the atomic bomb went off out in the Pacific
and the news was reported to them, and they would not believe it.

Once they were finally forced to believe it, they said that the Amer-
icans had probably dropped an entire atomic pile.

Well, inasmuch as an atomic pile weighed a thousand tons or more,
that was a little out of line, but the point is that those scientists, once
among the foremost scientists of the world, had not only lost the atomic
race, but they had been so far behind that they just could not conceive
that anyone could have carried it through to success.

The CHAIRMAN. That is all.

Mr. HAYS. Do you have anything further?

Mr. KEELE. I have nothing further.

Mr. HAYS. Dr. Bush, the committee wants to thank you for your
very interesting and extremely valuable contribution. = We are in-
debted to you, sir, for what you have told us.

[ believe that concludes the witnesses for today.

Dr. BUSH. Mr. Chairman, I have been very ha%py to be with you.
I think you are doing a very important work, and if I can be of any
aid, | will be happy to do 0.

Mr. HAYS. We will call on you, sir.

The committee will be in recess until 10 o'clock tomorrow.

(Whereupon, at 3:15 p. m., the committee took a recess until to-
morrow, Friday, November 21, 1952, at 10 a. m.)
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FRIDAY, NOVEMBER 21, 1952

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE To INVESTIGATE TAX-E+tEMPT
FOUNDATIONS AND COMPARABLE ORGANIZATIONS,
Washington, D. C.

The select committee met, pursuant to recess, at 10: 05 a. m., in room
1301, New House Office Building, Hon. Brooks Hays presiding.

Present: Representatives Hays (presiding), O'Toole, Forand, and
Cox (chairman).

Also present : Harold M. Keele, counsel to the committee.

Mr HAYS. The committee will be In order. We are very happy to
have with us the president of Brown University, Dr. Henry Wriston.
Dr. Wriston, Mr. Keele will conduct the examination, but you prob-
ably would like to make a %)reliminary statement. We would like to
have you identify yourself and give any matters of official interest
that we should receive as formal testimony.

STATEMENT OF DR. HENRY M. WRISTON, PRESIDENT OF BROWN
UNIVERSITY

Mr. WRISTON. My name is Henry M. Wriston. My present occu-
pation is president of Brown University.

[ think perhaps for the record I ought to say that as far as I know
[ am the senior college president of the United States at the present
time, being now in. my twenty-seventh year.

At different times I have been a proi%a’ssor at Western University, a
lecturer at Johns Hopkins, then president of Lawrence College in
Wisconsin, and for the last 16 years president of Brown.

~While I was in the small-college world [ was president of the Asso-
ciation of American Colleges for a time, president of the North Cen-
tral Association of Colleges and Secondary Schools, which extends
from the Alleghenies to the Rockies, and then became the first presi-
dent of the reorganized Association of American Universities, pre-
ceding Mr. Middlebush who was your witness yesterday. I think that
perhaps identifies me enough.

Mr. HAYS. Thank you very much, Doctor.

Mr. KEELE. Dr. Wriston, we have asked you to come down here
today to tell us something of the contribution made and the impact
made by the foundations in the area of education. In that regard we
are going to just give you your own lead on that. We would just like
to have your views in such manner as you would like to 1;;resent them.

Mr. WRISTON. Well, I perhaps ought to begin with the thing with
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which 'T have been most closely associated for a long time, and that is
the question of pensions.

As you probably know, the colleges in a certain sense were ahead
of the game 0n the matter of pensions. Somewhere around 1905 Mr.
Carnegie was a trustee of Cornell and he asked what retired pro-
fessors lived on, and nobody could tell him, and he therefore set up
the Carnegie Foundation for the advancement of teaching. Its prin-
cipal business was to supply pensions. ._

It is an interesting thing that Mr. Carnegie was so naive that he
thought $10 million would buy anything, and he therefore gave $10
million to set up this pension system. There was N0 actuarial work
done at all. There was very little known on the subject in those days,
and by 1915 it was clear that they couldn't, meet their obligations.

[ was extremely sensitive to that since I had begun teaching the year
before and was therefore one of the last names on the closed list. I
lost my pension when [ moved from Lawrence to Brown, but I have
followed it ever since.

And the upshot was that Carnegie Corp. began to make grants to
meet those terms, and finally made provision for a loan of $15 million
so that in that field the foundation has spent many, many millions,
[ can't tell you offhand but my impression is it is well over 50 millions
that they have paid out in pensions.

They will have to. pay out many millions more, and the Carnegie
Corp. supplemented what the foundation could no longer do by giving
grants to it, and then set up an insurance company, the Teachers'
Annuity Insurance Association, usually known a$ TIAA, of which I'
am the trustee of the stock and the senior in that. That is-an in-
surance company for colleges and unjversities.

The capital was contributed by the Carnegie Corp. It was then
turned over to a group of trustees of the stock. For some reason it
was made a stock company and seven people served without com-
pensation as the trustees of that stock to vote it, and that is now
worth perhaps $350 million, and it provides annuities for the profes-
sors in many institutions, perhaps 150, maybe more.

Like all other businesses engaged in annuities, it found that with
the advance of medical science and with the falling interest rate, it
was in danger of not being able to meet all its commitments. There-
fore, the Carnegie Corp. has made gifts to it of about $13 million.

It is now in good shape and has recently launched a new type of
retirement called the College Retirement Equities Fund. In other
words, long before social security, here was activity which had to be
capitalized and could not be capitalized by anyone save by a founda-
tion. And it has been a pioneer in learning what to do and what
not to do and what succeedlg and what fails.

Perhaps it is fair to say that one of the most important things, con-
tributions of the Carnegie Foundation, was the fact that it became
insolvent. It will become solvent again under the court order some-
time after the year 2000.

We were allowed to spend all of our principal down to $10 million,
which we could not spend below. We were still short, and so -we
borrowed $15 million without interest from the Carnegie Corp.

It hasn't been all borrowed yet but it Will be in the course of about
12 months, and we will still be $21/2 million short of meeting the re-
duced commitments, and I think that can be taken care of if we don't
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get reversed by market depreciations or else we will have to go begging
again to the Carnegie Corp.

Perhaps I ought to say, because I read Mr. Hollis' testimony, that
while this is usually called a Carnegie enterprise, and it is in =the
sense that it was launched by the corporation, our dealings with them
are arm's-length dealings and we have to go to them as any other
group does. They have, however, I think some feeling of moral obli-.
gation because it was on estimates supplied to them that this organi-
zation was set up.

As I say, today the TIAA, as it is called, is in very sound financial
condition.

That, then, is one of the first activities of foundations with which I
became acquainted when I began to teach in 1914, and I have followed
it of course ever since, either as a professor or as an expectation of
benefits, and more recently as a trustee of the stock of the _Teachers'
Annuity Insurance Association.

Mr. KFELF. Dlay I interrupt you one moment, Dr. Wriston?

Mr. WRISTON. Certainly.

Mr. KEFLE. Would you tell us something of the effect, of that pro-
grain of pensions, on educational institutions generally in this country?

Mr. WRISTON. It had the effect of stabilizing them enormously be-
cause, especially after the First World War or during the First World
War, we suddenly discovered that professors had a market. Nobody
had supposed up to that time that if you are a professor you could do
anything else, but [ was then a young professor %etting $2,200, and in
the course of the war or at the close of the war [ was offered two jobs,
one at $7,500 and one at $9,000.'

If I had had no expectations of benefits ultimately I would have
been greatly tempted to get solvent at that point. Instead [ went back
to my $2,200, because at that time the assumption was that I would get
half my salary when I retired. As it turned out, I get none of that,
because by moving to Brown I lost those benefits. You have to stay in
a so-called institution on the Carnegie list in order to maintain your
benefits.

Mr. KEELE. Well, didn't they find that in applying pensions they
had to determine what was a college or what was a university; and as
a result of that, didn't they determine that they must have a certain
level of teachers or average of teachers to students; and thereby wasn't
the general level of education raised in the country?

Mr. WRISTON. Yes. Mr. Carnegie in his deed of gift specified what
he regarded as a colle%e, and that was something which was independ-
ent of religious control. He had no idea, I think-I think the record
is clear-as to what chaos there was in the matter of colleges.

The thing called colleﬁe which gave an A. B. degree might be equal
to a high school or might be equal to a university. One of the first
problems that Mr. Pritchard, who was the first president of the Car-
negie Foundation, faced was to determine what is a college. He has
sometimes been given credit for what he didn't do.

The college entrance examination board had been formed in order
to see that people who went to college had some background, and he
worked with them, and I think it is a lively question as to which was
the hen and which was the eﬁ% but together they worked out that for
admission to college you should have 4 years of high school, you should
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have so many subjects-I think they said 16-and those had to be
pursued a certain length of time.

This caused at the beginning a great deal of tension, particularly
in the South. The interesting and significant thing was that when it
was suggested that those shou%d be eased, it was the southern educators
who said, "Don't ease them, it will help us in improving our own situa-
tion if you do not."

And as a consequence of that, as you probably know-probably other
people have testified to it-the general education board has put most
of its money in the South.

More recently the grant-in-aid program had been wholly in the
South, of the Carnegie Foundation, and still more recently there has
been a grant, a rather rare thing in recent foundation history, of
several million dollars to Emory on terms to strengthen its graduate
program, and there have been grants of $1,200,000 to other southern
universities to strengthen their graduate programs.

All of this stems from the fact that. when they tried to determine
what is a college, they found. such chaos. It was also one of the factors
which led to the formation of these regional groupings.

The Association of Colleges in New England, the Association of
Colleges in the Middle States, the Southern Association of Colleges
and Secondary Schools, and the one I spoke of earlier, the North Ceii-
tral Association of Colleges and Secondary Schools which has been
a bellwether and a great leader in the matter of improvement of
standards, and then others farther to the west, so that all of those
things grew out of this grant in the sense that when you tried to
determine what is a college, that dramatized the fact that there were
such disparities as to amount to chaos.

The second thing upon which I can testify with some cover of
authority is with regard to a recent grant.

At the close. of the war the colleges found themselves in a very
unstable condition. They had had most of their men students taken
away, some had military units and some did not. When you had a
military unit you didn't know whether it was going to stay there or
not.

At the close of the war there came a flood of students and there came
inflation. As a consequence, in October of 1947, a conference was held
at the Rockefeller Foundation in order to see what might be done
to stabilize college finance.

They appointed an exploratory committee, of which Provost Buck
of Harvard was the chairman, and it made a preliminary report in
October 1948. That proposed that there should be a genuine and
thoroughgoing study of what was wrong with college finance, and the
grant was made, two grants were made to the Association of American
Universities, and I testify on. this because I was then president and
had the appointment of the heart of that commission.

Four hundred. thousand dollars came from the Rockefeller Founda-
tion and $50,000 from the Carnegie Corp., and in July of 1949 the
commission was organized by five persons, of whom President Middle-
bush, who testified yesterday, was a member. They expanded that
number to 12, 8 people from universities and colleges, and 4 laymen,
and [ was one of those.

That commission finished its work the day before yesterday and
published its report, which consists of nine volumes. It is the first
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comprehensive study that has ever been made of both public and
private educational finance.

We published the first Atlas of American Institutions of Higher
Education which has ever been published and which had somewhat
sensational revelations in it. At least they were sensational to me.

It showed, for example, that 80 percent of the students of college
age live within commuting distance of some college, which has a great
deal to.do with the availability of higher education, obviously.

The central report was written by the commission itself, a very
rare experience, but the 12 men undertook to draft their own con-
clusions, and those have been published.

Also they published a volume of great importance to higher edu-
cation on who should go to college, and that I think is perhaps one
of the greatest contributions, because there has been more myths about
who went and who didn't and why he went and why he didn't than
about almost any other thing.

And it showed-and I confess this was to my own surprise, and I
mention that because one would expect being in this business as long-
that he at least would know the elements of it, but we all learned an-
enormous amount about that, and we have discovered-that of the
25 percent of intelligence which certainly should be college trained,
far too small a percentage goes to college. We also discovered-and
this was a surprise to us-that financial reasons were not apparently
the primary reason why they do not go to college.

And this was demonstrated by the fact that of this top 25 percent,
a very substantial number did not graduate from high school, which
was free. And obviously if costs were the determinant, they wouldn't
have dropped out of that.

We also discovered that of the top 10 percent, which are among the
very bright indeed, not much over 60 to 65 percent went to college,
and a good many of them didn't graduate from high school. And
of those who went to college, a good many didn't graduate.

When you get to the top 2 percent, which is almost at the genius
level, there still were considerable numbers who didn't go to college.
And we sought the reason for this, we found that the principal reason
was lack of motivation.

One of the striking and I think shocking things is that that lack
of motivation stems partly from family influences. There have been
racial groups in the United States which had large families and liked
to have them go to work early so as to have kind of a social security
for the parents.

That doesn't prevail in anything like the degree it did 30 year's
ago. But the worst thing from my point of view was that many of
the schools were defeatist about these students going to college, and
did not either prepare them or profoundly encourage them to go to
college. And that, I say, I think is a shocking waste of manpower in
the United States. . .

It is something that makes you tremble. It is a reform which
wouldn't cost anything except the exercise of intelligence and lead-
ership in the educational world to make a great recovery.

Now I mentionn this because this was a costly enterprise. We had
10 full-time members of the staff and 11 consultants.

One of the other books which is of every great importance is three
independent studies of the British experience in this. As you prob-
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ably know, in Britain the universities are now supported to the extent
of about 662/; percent by the Government. This includes even Oxford
and Cambridge.

And in the so-called red bricks, the newer universities, it sometimes
rises to 80 or 85 percent of all their cost, and I think in Wales it rises
about 90 percent of the cost.

The question immediately arose as to whether in the United States
there could be a grants committee on the part of the Federal Govern-
ment which would ease the pain of financing higher education. We
asked Prof. Lindsay Rogers, a, political scientist of reputation and
skill, to make a study. We asked Prof. Louis Hacker to make a study.
He is an expert in another field. Then we asked President Harold
Dodds, who knew most of the vice chancelors, and they each wrote a
memorandum which is published in the book by the commission.

And arriving at their conclusions by different routes, by different
methods and seeing different people, they came to the same conclu-
sion, namely, that what worked in England was not exportable to
the United States.

The other great conclusion of the commission which I think is of
first-class public importance, is that there is no reason for hostility
between the public and the private institutions. There is a healthy
rivalry, of course, just as there is in all competitive enterprises. But
they have exactly the same problems, and it is almost as hard in some
States to get enough money from the legislature as it is for the private
institutions to train the president to a sufficiently expert beggar to
increase the endowments.

We did find, of course, that the obligations of public and private
are not exacty uniform, but we foun§ such a degree of harmony
among them, so far as their inertests were concerned, that I think
this report will go far to persuade the public that it isn't either public
private. We need them both and both need each other.

Now, this as I say, was an expensive problem. The 12 members
served without compensation. They had 18 meetings, the shortest of
which was 2 days_ Two of the meetings took a week. None of then
got a dollar out of it. It cost them money, and they put in 3 years
of very hard labor on it.

But the basic finance, the $450,000, could not have come, so far as
we know, from anything except a foundation. If this study is as
good as we hope it is-and our executive director, Dr. Millett, proved
to be extremely competent-it will have a lasting effect on improving
higher education in the United States. I don't want to exhaust you.
There are one or two other points I could make with which I have
had some first-hand connection.

Mr. KEELE. I think we would like to hear them.

Mr. HAYS. I think so, Dr. Wriston, please.

Mr. WxzsTONT. The next has to do with libraries. The library is
the most expensive part of any university, not excluding 1S scientific
equipment.

People think of the cost of a book when buying one for a,library.
That is only the beginning. YOu have then to accession it, yoU have
tocatalog it, and every book takes about 12 cards to catalog it, be-
cause the fellow who want to know something may not remember
the 'name of the author, may not remember the title, and he has to
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know a little about what it is about, but we try to build a catalog
so that'if he knows anything, he can jump into the middle of it.

One of my friends calculated that when you have bought the book,
a modest-priced book,,and have accessioned it, cataloged it, and shelved
it and bought the cubic space for that book, the shelving for it is about
$16 a book. One of the disheartening things is the better the library,
the worse your problem.

If you have 50 books you can remember them. If you have got a
thousand books you can remember them, but when you get a million
books, you have to have extremely expert work.. And even if a person
gives you a book, you have to search the files to see whether you have
it, whether you want it, and what disposition to make of it, and one
librarian told me it was more costly to have a book given to them than
it was to go buy it, because they never bought it unless they wanted it,
whereas when it was given to them they had to find out whether they
wanted it.

Now, this is a problem of such great importance that the foundations
have given money to the American Library Association, they have
given money to library schools, to have better trained librarians, and
th%%; have given 1%rants to college libraries.

ith one of those I had an experience when I was president of
Lawrence College in Wisconsin. = We had a small library of about
50,000 volumes, and the Carnegie Corp. made a grant to perhaps 100
colleges of only $15,000 aﬁiece. That doesn't sound like much money
to buy books with, but they also published a book by Mr. Shaw, the
librarian of Swarthmore College, which was an up-to-date bibli-
ography of the best books for instructional purposes, not textbooks,
but basic books in the fields in which the colleges of liberal arts should

buy.

Xnd as a young man in the business and a beginner in college admin-
istration, that gave me the key for remaking that library as a teaching
Instrument. They also made a grant to the Association of American
Colleges of which I was then president, for a book on how to teach with
books, and Mr. Branscomb, who is now chancellor of Vanderbilt Uni-
versity, was commissioned to do that, as a matter of fact, I commis-
sioned’ him, and that book called Teaching With Books is still very,
very widely used.

In other words, this is a case where relatively small amounts of
money and the grants in the library field, I think, run to perhaps $7
or $8 million-and that is considering the whole of American higher
education a relatively small amount of money-has had an impact
out of all relationship to the sum of money in building up, firts of all,
the concept of what a 11braz should be, second the substance of what
a library should be, and third, the use to which a library can and
should be put.

One other field where a relatively small amount of money has, 1
think worked a revolution, is I the teaching of art. We are a prac-
tical people in this country, and when I was in college there was no
course taught in art, and that I think was true of most of the colleges
in the country.

It was extremely difficult for country colleges and even for universi-
ties to acquire the materials for the teaching of art.  They couldn't
mo out and buy.Rembrandts and other great paintings. Most of them
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are far from the great museums, and the cost of travel has always been
a serious matter.

And one of the foundations, the Carnegie Corp., purchased a collec-
tion of teaching materials. They got, for example,'Rembrandt etch-
ing, the original plates, and had them steel-faced and made copies.
They had first-class reproductions of the great paintings. They gave
a catalog and then a basic small library for teaching art.

In this, I think, they spent about a million and a quarter, as I re-
member it, and it produced a total revolution in the teaching of art
in American colleges across the country. It took a field where instruc-
tion was starving, and gave it a start.

Just one other interesting thing, and I think a quite striking thing
in connection with art, with which I was also connected because at
Mr.": Keppel's suggestion I went on the board of the American Federa-
tion of Arts and served for a considerable period of time. He poured
an enormous amount of money-I say, an enormous amount, a couple
of millions-into organizations of that and other kinds.

Arid then at the close of those grants he had what he called an
audit of experience, and one of the most illuminating books I have
ever read was his candid explanation of how he had failed in his
objectives in that end, as he said, the money could have been spent
better if he had been wiser.

That failure, again was important, because it explains one of the
relationships which the foundations bear to institutions of higher
education.

If I want to conduct a great experiment in teaching, I have already
q staff and commitments which run me to a deficit, and I don't have
what I call gambler's money. The foundations, on the other hand,
have very small staffs relative to their resources, and ‘they can supply
that kind of risk capital which makes it possible for you to engage
in experimentation. And that is what happened in art.

And, like all risk capital, one small investment, namely, in the
teaching of art in colleges, pays dividends out of all relationship to the '
amount, and another investment in the organization of art pays no
dividends at all commensurate with the investment.

In other words, it is the perfect demonstration of what a founda-
tion can do. It should furnish leadership, analysis, and boldness,
but not speculation. And I think those words I am quoting come from
Andrew Carnegie when he got the conception.' That is, it is risk
capital, and like risk capital you occasionally lose it and occasionally
you make a great hit. The last point with which I have been con-
nected for a great many years is the growth of testing.

One of the greatest problems in American education is if you go
to A college, how do you stand with reference to the graduates of
B college? We had all kinds of measures of that, none of which
have been very successful, historically speaking, the crediting which
is in a state of chaos and arguments and, boasts and charges, and S0 on.

A grant was made through the Carnegie Foundation f(ﬁ a study
of the 48 colleges of Pennsylvania, and it studied first of all the level
of intelligence of those who are admitted, and then it developed ob-
jective tests to follow them through for 4 years. The problem was
to see whether there was a way in which we could eliminate teacher
favoritism, toadyism, the polishing of the apple, all of the other
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devices of that kind, cheating, and find out who got an education and
who did not.

That study went on for 10 years, and I think has had a permanent
effect upon thinking about higher education. It led directly into the
so-called graduate-record examination which was an effort to find out
,whether the people were ready for graduate schools.

'It showed" a rather astonishing thing, namely that the accredited
list of the Association of American Universities, those of the colleges
0n the approved list of that association, supplied only about half the
graduate students; that the nonaccredited colleges supplied about
half, and then when you looked at the record when they finished their
graduate school, the Ir;eople from the nonaccredited colleges often
said as as well as from the accredited colleges.

That of course did not mean that they were better colleges or as
good colleges. It might have meant that, it might have meant that
the graduate schools were more careful in their selection from those
colleges. It might have been that those colleges were more careful
in their nominations for graduate work.

But it did have this e?fect, namely that the Association of Ameri-
can Universities went out of the accrediting business and dropped it,
and now the graduate-record examination is taken by applicants for
admission to graduate schools almost across the country.

These were experimental things and had to come to an end.  The
question was would they die. And so a commission was appointed
of which I happened to be a member, under the chairmanship if I
remember correctly of President Conant, of Harvard, and they studied
this whole problem and set up a nonprofit corporation, the Educa-
tional Testing Service, and that had to have some capital, so those
who had been in the testing business before like the American Council
of. Education and the Carnegie Foundation, turned in what they had
and then a grant was made by the Carnegie Corp. so they had $750,000
of working capital. And the Educational Testing Service has since
served the Navy, served all the Armed Forces. It serves many of
the scholarship programs of industry and so on, and it is now a non-
profit cooperative service available to all types of higher education.
And that could not have been started, there wasn't capital enough to
start it, unless there had been a foundation grant.

Now I don't want to weary the committee, but here are a series
of things with which I have had a personal connection over a good
many years, and all of which required either capital or stimulation
or help from the foundations in order to perform a service for edu-
cation in the United States.

Mr. KEELE. Dr. Wriston, you said that you had found that with
reference to those students in the higher brackets who had not gone
to college, that in part it was due to [ack of motivation, and you even
found that the high schools had failed to encourage them. [ wonder
if you found out why they failed to encourage them.

r. WRISTON. Well, generally speaking, take one great city which
[ have in mind which I would pre?er not to identify because I might
do a disservice. The different regions of that city have different levels
of income and of ethnic origin and so on.

We know that cities tend to group in that way. And high school
A at one end of the city sends probably 70 percent of its graduates
on to Qigl6s7t7it%tionsnof higher education, and high school B in another
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section sends 50. But high school C at the other end of the town
.doesn't send 25.

I think it is because of the view of the principal or of the superin-
tendent that this crowd isn't likely to go. It is what I call defeatism.
[ think you get just as high intelligence from people who are poor
as you do from people who are rich. I hope you do, in the light of
my own economic history. I think you get just as good people from
one racial group as another. o _

[ see no excuse whatever for differentiating high schools along those
lines. And I think that one of the great reforms which ought to
come is to begin to determine way back at the ages of 10, 11, and 12
that the persons who have a high I. %., as we occasionally saﬁz—
intelligence quotient-which is not a stable factor, as you know; the
ﬁreat studies of Dr., Stoddard, now president of the University of

linois, has shown there are changes in that. It is one of the great.
-pieces of research in our time, but we could identify in the schools,
could identify by modern testing devices way back there the people
of high intelligence.

And then every influence ought to be brought to bear upon them
.and upon their parents in the interests of their public well-being to
see that these people of high capacity should go forward.

[ may sa%t at I think-and here I am in the realm of opinion
on which I have some right to exgress an opinion but where you
would get contrary opinion-that there has been a strong tendenc

-to feel that you ought not to give people of high intelligence specia
attention, but that you must give people of low intelligence special
attention.

We all know that there are remedial classes in most everything,
but they became afraid that psychologically You would give an inferi-
ori_lt){1 complex to the bright people. ) _

at, | think, isaclassic error because we all like to competein
our own class. It isfoolish, for example, for Siwash College to
play the University of Michigan.. Thatissilly. We would all say
so immediately. Why if they don't feel any hardship 'in playing
|? thgxr own class shouldn't a boy play intellectually in his own
class?. |
, And we have had many retarded classes, but have given up advanced
classes.

Let me give you an illustration. In the days when I was in gram-
mar school we often skipped a grade. You held a boy back or you
advanced him. If, for example, he came from a family where they
read and where his mother taught him a lot,' why hold him 'in lock-
step? That has, I say, pretty largely disagpeared.

Second, in an effort to graduate everybody so he has a diploma,
or graduate as many as possible, %uite often the senior year in high
school is virtually a review which bores the good student to death,
reduces his motivation, discourages him with the educational project,
whereas the dull student is kind of eased along to give him a diploma.

Make no mistake, I am not opposed to helping the slow student. I
think a 1grea‘[, many solid. citizens have come from the people who are
not toptlight in brilliance, and I wouldn't have it understood that I
think they arf waste material. Far from it. They make good citizens.
A lot of people who can never do research have got common sense.
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On the other hand, with the problems of the United States and the
present world what they are, it is just as bad to waste the brilliant
material or to slow it down or to hold it back or to discourage it, as
it would be to call the others a bunch of dummies and throw them out.
T'hi's I find one of the most puzzling things today in all education, is
why with our manpower needs what they are —

The CHAIRMAN. Do not feel a necessity for abbreviating your re-
marks on that particular subject. It is quite interesting.

Mr. WRISTON. Well, I think if you want a little bit more of what
I regard as the historical background, during the depression there
was the American Youth Commission which had a grant of, as I
remember it, $800,000 from the Rockefeller Foundation, of which Mr.
Owen D. Young was the chairman and of which Mr. Rainey, who has
been president of Franklin College, Bu cknell,-'University of Texas,
and more recently Stevens College, was for a time the director, and
then Mr. FloKd Reeves, who came from the University of Chicago,
then was with the Tennessee Valley Authority, was head of the per-
sonnel and education section and is now again at the University of
Chicago as the director.

At that time we had a great many unemployed, and there was a cer-
tain amount of defeatism. I remember Aubrey Williams, who was a
head of the National Youth Administration, which was an offshoot of
the Harry Hopkins thing, and whom I knew very well, because he had
been the executive director of the Council of Social Agencies of the
State of Wisconsin when [ had been vice president of that. He said
that the- graduates: of our hi%h schools would probablﬁf never find
employment in sufficient numbers, and that we taught them intellec-
tual skills and then threw them out on the waste heap, there to be
destroyed by rot.

In other words, we went through as a nation-I am not singling out
Aubrey Williams for personal denunciation. He represented a trend
of thought-a period of disillusionment and alarm about overedu-
cating the public.

As soon as the Second World War came, we found that we had a
great shortage. In order to illustrate this, let me speak of a book
which was published, a pamphlet by the superintendent of schools of
Pittsburgh for the American Council on Education, entitled "What
the High Schools Ought To Teach," in which with a good deal of
elaboration lie made fun of teaching mathematics, on the ground that
when he was a boy he had been taught to figure the square yardage
of carpet in a room of such a dimension with & bay window on an angle,
and he said, "When I grew up, we had scatter rugs."

That kind of reasoning was used. And then came the war and
the Armed Forces found that we were a mathematically illiterate
people.

[ remember very amusingly when I was on the executive committee
of the American Council and this had come up, I suggested we reprint
it and give a million copies away. It almost went through before they
saw the joke. =~ = | i )

But the tragic thing is that thing was reprinted and sent as part of
our good-neighbor policy all over Latin America, in order to destroy
their educational Prqject. . _ _

Now, it was that kind of defeatism, you see, that became ingrained.
And like all other things in reform, reform always lags behind the
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necessity. And I think as time goes on, people. are going to realize,
that we have in war or peace, in prosperity or otherwise, need for
trained brains.

And, therefore, that mood of defeatism was revealed in the studies
of the American Youth Commission, which I call the "statistification"
of a mood; they were discouraged, and they gathered the data which
justified their discouragement.

I suggest if you ever went back and read that today you would be
shocked at the conclusions to which they came, honest people, earnest,
people, loyal people, but it was the mood of defeatism.

Now, today our mood is different. We have the feeling we must
economize on manpower, and I hope that one of the reforms that will
come will be in a great drive to identify the people of capacity, and
then speed them on their way.

I am fully convinced that we waste at least a year, and maybe two,
in the education of most of the bright people of the United States. We
just hold them back.

The CHAIRMAN. Then standardization in the interest of equality is
a mistake in the educational world?

Mr. WRISTON. Standardization in the interest of equality of achieve-
ment is a mistake. I am all for equality of opportunity, but I sug-
gest that it is not equality of opportunity when you hold a bright boy
back in order to achieve another type of equality. Do I make that
point clear?

[ am a deep-dyed convinced adherent of democratic philosophy. I
think we have sometimes misinterpreted democratic philosophy as
being equality of everything and not equality of opportunity.

I don't think today that the students in that high school C that I
spoke of are getting equality of opportunity because they are not given
the incentives that the students in high school A are given..

The CHAIRMAN. Doctor, you made an observation that interested
me, and it was that you may with reasonable satisfaction expect talent
in every racial group.

I am wondering if you have not observed that there is a greater
development and advancement being made by some of the racial
groups, minority groups, than you find elsewhere. In other words,
there is one minority group that I have in mind, and I have observed
since I was a boy that all members of that group always manifested
a great thirst for knowledge, probably under the feeling that there
was some discrimination against them.  They have generated a drive
that has carried them to the forefront and kept them there, so much
so that where you find the necessity for real talent and mental equip-
ment, you find that particular group furnishing more people than
perhaps all of the others combined. You know what I am talking
about.

Mr. WRISTON. Yes, sir.

The CHAIRMAN. Now, take another group. Let's take the Negro.
I have observed in my part of the country a willingness on the part
of the colored, the Negro, you understand, to pay more for the 0ppor-
tunity of self-improvement than you find among others, and as a re-
sult they are probably advancing more rapidly than the other groups
in education. Now, I see that. What is your observation on that?

Mr. WRISTON. Well, [ am in entire agreement with you. First of
all, we discovered that two of the groups which are economically in
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:an adverse position, namely, the children of preachers and teachers,
go to college despite the fact that they haven't any money.

Second, in this book under the title "Who Should Go to College,"
which bears the author's name, Byron Hollingshead, there is in the
back a study which shows that Italians and Jewish- people and one
other racial group send very disproportionate numbers to college, the
Jewish group being by far the highest,.

_This is not, however-and this I think we have to emphasize-a
difference in ability. This is a difference in motivation.

And you spoke of the Negro group. There again people in an
adverse position tend to get a high degree of motivation and drive
.at it, and this accounts for the fact that [ knew as a teacher that often
the wealthy boy who had had every advantage nonetheless wanted to
‘turn college into a country club.

So that one of the problems that we face in the United States is to
make an analysis of these groups and see why it is. I think you put
your finger on the reason. If a group is discriminated against, it
compensates by its energy.

Now, I think, however, we need to go at the other groups where there
is just as much talent but not the same motivation, and see, if we can
encourage them to see the value of this.

[ mentioned, for example, one [ wouldn't call it a racial group, but
one group of national origin which always had very large families
and a man who couldn't retire at 50 just wasn't fertile. He had a
'social security which was very great.

Now those days have gone. With the emancipation of women, the
gilrs don't any longer want to support their father, and the boys go
out and get married and that family tie is broken up. But I can well
remember that as a boy.

[ think that the thing you are now describing is in process of being
resolved. As we develop our tolerances and as discrimination is
reduced, we are going to get much less distortion by ethnic and
national origins than we have had in the past. But with your obser-
vation | am in complete accord.

Mr. KEELE. Dr. Wriston, will you comment on the relative impor-
ttance of foundation grants to the total income of educational institu-
ions.

Mr. WRISToN. Yes. [ would say it was in figures almost trivial.
I don't have my figures with me, but my memory is that we spend
about $21 billion a year on higher education or some very large sum
of money through the universities and colletges of the country, and I
would be surprised if all foundation grants from every source all put
together in any one year would be as much as $100,000,000.

Now those are figures more or less out of my hat, but I think they
represent the ratio very well, that is to say the foundation grants are
the margin so far as solvency is concerned. In fact, they don't con-
tribute much to solvency.

I might say that there is some in this Commission Report on Financ-
ing Higher Education, some criticism of the foundations at this point,
that in giving money for special projects they don't give money for
the administration of those projects or for their space, and therefore
they sometimes increase your overhead, and don't take care of it.
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One of the recommendations of the Commission is that. other foun-
dations follow that Of the Polio Foundation, which does make a grant.
for the invisible costs, but many of these special foundations for-
research in medicine, or 1 disease simply make a research grant, and
many universities and particularly medical schools are what we call
research poor, because you tend to support a special activity at the
cost of the general activity, and that has< been true of almost all
foundation grants.

Mr. KEELE. Another question which has suggested itself to the
committee and the staff on a number of occasions is the extent to
which the educators and the educational institutions lead the founda-
tions, or in reverse, the extent to which the foundations tend to lead
the educators and educational institutions, in other words, the influ-
ence that is exerted.

Mr. WRISTON. I think it is a mutual influence. For example, I
have just made a suggestion to one of the foundations where it can
spend some money.

It won't do me a bit of good, but arguing from what happened in
the field of art, I said, "Here is a field which is presently neglected_
It is being followed in a few institutions. Why don't you do something
about it?" .

And the president of the foundation said he thought it was a grand.
idea, he would. I remember I went in on this book on it, Teaching
with Books, and said, "Why don't you do something in this field?'?'

Also on the other side the foundation officials go around the coun-
try and talk with you, and I remember, for example, one of them
came to my institution and said, "What are you doing in the general
field of the new synthesis between anthropology, sociology, and polit-
ical science?" And I said, "Nothing." Then he said, "Why not?"
"Well," I said, "poverty."

Now they have not made any grant in that field at all, and yet
it started the group in my faculty thinking about that, and I" think
we are going to do something useful in developing those new fields,
[ would call it cross-fertilization.

[ have never known a foundation to shove any money at anybody,
because they get 10 times as many requests as they can grant. I think
much more the colleges lead them.

There is one field 11 which I think the foundations took a position
with which I am in disagreement, and therefore I think it was not
healthy. I can understand but not agree with it, and that is that
in the early days of the foundation, they made many grants to
endowment.

Well, in the depression, as you know, there came a defeatism about
permanent funds, and there came to be a saying that every generation
must pay its own bills. It hasn't followed it out on the debt side,
but they seem to think they ought to do it on the asset side, and they
ceased to make grants to capital, the reason being that their resources,.
great as they appear, absolutely are too small to make an impact on
the capital funds, and -they therefore went to what is, known as the
project method.

We in this Commission on Financing Higher Education are argu-
ing tglat they should now reverse that policy again and make capital
grants.



TAX-EXEMPT FOUNDATIONS 177

As I have already indicated, they have done it in the ease .of Emory
University, for example. I think it is $6,000,000 that was granted
there outright. Of course, Emory has to raise $15 or $20 millions ’
to %et it, but that is all right.  That gives the incentive.

here are now so many foundations that if we could encourage
then to give permanent funds, I think it would be a useful change.
Some can, some cannot.

Mr. KEELE. That might answer the criticism which has come to the
committee from thoughtful and reputable persons that, in their opin-
ion, there has tended to be a centralization, an inflexibility in the grants.
of foundations which would be elminated if they would make the

rants' to the university %enerally rather than to special projects..
hat do you think of that:

Mr. WRisTON. That, of course, raises two equal and opposite prob-
lems. Do you give money to strengthen the strong or to prop the -
weak?

Now, broadly speaking-and I don't want to be regarded as critical
in this-the South after the Civil War had a great deal to catch up
with and their institutions were not as well financed as the northern
institutions, and as I say, the general education board and all the-
foundations have shown more eagerness°to help in that new field, in
other words, to strengthen a place where by reason of economic con-
ditions and the war and one thing and another, they needed help.

The other thing-and that also is done in the grant that I mentioned
for libraries, that went to the small colleges which didn't have re-
sources, and that was in a sense a capital grant. The same was true
in the art grant.

Of course, on the pensions, the greatest help was to the weak institu-
tions. The strongest institutions and particularly the State insti-
tutions can take care of it by State retirement funds.

_The other theory, of course, would be put your money on the win--
ping horse, on the strong one. ~ This is an interesting thing.

Fifty ?rears ago it was a common statement we had too many col-
leges. I ou will find that the first president of the University of Chi-
cago was a great man, both as a great scholar and as a great thinker..
President Harper took that view.

You will find that, of course, in the report of the American Youth
Commission.  You will find it even in the President's Commission
on Higher Education published a few years ago. You will find it in.
the early correspondence of the Carnegie Foundation.

That overlooks two things. First, that the demand for education
has consistently outrun the growth of population. The growth of
population itself would have a marked effect, but the demand has far
outrun that.

And therefore, far from this being a period of demise of colleges,
the last 20 or.30 years have seen more colleges founded than any other
like. period in history.

To take one group, for example, which is sensational in its growth,
is the Catholic institutions which have increased in number ~ and in
strength to an amazing degree in that period.

The second thing it tends to overlook is that an institution which
today seems contemptible to the somewhat condescending observer
may in 15 or 20 years become a strong institution, And we have to
bear in mind that there is this quality of growth, there is also quality
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of decline. And if you look at the history of higher education,, you
will see that all the people who said we have too many have been con-
sistently wrong so far, every one of them.

And all, of those who have denounced colleges for being weak have
overlooked the historical growth, so that todaysome of the ones that
were most seriously pointed out as people who ought to go out of
business are strong and vigorous institutions.

I don't therefore see at the present moment any tendency toward
centralization. 1 see much more evidence of an enormous resurgence
of faith in higher education and of energy going into it.

Mr. KEELE. To what extent in your opinion should foundations in
making grants supervise or police those grants in following through
to see what is done with them?

Mr. WRISTON. Well, this is an extremely sensitive subject and here
[ speak as a customer.

Mr. KEELE. By the way, I don't believe we made it clear at the
beginning-some of you know this-you are on the boards of some of
the foundations; are you not?

Mr. WRISTON.

Yes,sir, L am on the boerd f the Carnegie Founda-n tion forthe Advancement of Teaching, which as | say i insolvent,
[ am also on the board of the Carnegie Endowment for International
Peace, which has about 10 millions, a relatively small endowment, and
which is not much in the granting business, at least [ have never gotten
a grant from them.

Mr. KEELE. I would just like to identify this a little more. You are
also, I believe, on the board of at least one of the large life-insurance
companies of this country.

Mr. WinsTON. Yes. I am on the board of the Northwestern Mutual
Life Insurance Co. of Milwaukee, and I am also now the senior mem-
ber of the trustees of the stock of the Teachers' Annuity Insurance
Association, so [ am a capitalist by deputy.

The CHAIRMAN. Now give us your views as a customer.

Mr. WRISTON. As a customer, that is to say as a recipient of grants.

I recognize that we have to be audited. For example, I know of an
instance right now. A number of small grants were made and they
were very small. They were designed as what you might call yeast to
institutions to encourage them to have their faculty people take on
scholarly projects.

We must remember that of the people who get Ph. R's, for which
I have, let me say, a limited respect, relatively few ever after do any
truly creative scholarly work.

They go to places that don't have library facilities or laboratory
facilities, or they are burdened with too much teaching or they have
to earn money outside, and they just don't do it. That tends to make
them dry up in middle life, to lose the fire and enthusiasm without
which teaching becomes sterile.

And so an effort was made in this group of colleges to encourage the
members of the faculty to do research, and it was given into the hands
of the faculties themselves. It wasn't given to the presidents or the
deans. It was given to the faculties.

And the idea was that Professor So-And-So wanted to do, we will
say, a book on Longfellow. He hadn't been able to do it because he
had to work summers. So they make him a grant equal to his summer
pay, in order to lot him spend the summer in scholarly activity.
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Well, now in one institution the president began to spend that
money. The foundation which gave the money simply had to say
"No,, you don't do this. It was given to the facultgf, and the man's
colleagues are to determine that. = You cannot use it?'

Now the reason was clear of course that the president would be
likely to substitute that for a salary &)ayment, you see, and they
wanted to keep it clear away from the administration. .

Now there was a case of supervision. That is what I call auditing.

But when it comes to, let me use the familiar word, "kibitzing,"
and looking over your shoulder and saying "How are you doing, Bud?"
I don't like it and have been free once or twice to say so with great
vigor, never in my own institution. I have never had the slightest
interference in my own institution.

I think therefore we have to make this distinction., On this Com-
mission on Financing Higher Education we had to account for every
penny we spent, and one day there turned out that there was $37.12
that wasn't dproperly accounted for, and it took 2 weeks to find it. We
had to find it. I think that's right. But when it comes to the sub-
stance of your work, they ought to leave it strictly alone, and generally
speaking they have.

MT. KEELE. That was my next question. Have you observed any
tendency on the part of the foundations to try to control the results
of the work?

Mr. WIUSTON. No, I have never seen any part of that.

In another of my activities as president of the Council of Foreign
Relations in New York, we received grants for special projects, and
we have never had a comment from any of the foundations as to how
we spent that money.

Sometimes it is a lot of money. For the book on the Coming of the
War by Langer and Gleason, there was $150,000 from the Rockefeller
Foundation and $10,000 from the Sloan Foundation. We had the
book prepared and published and sent them a copy, and at no time did
they ever ask us a question about it.

['am now the chairman of a group which is writing a book on Anglo-
American relations. Having been chairman of that group for 2 years,
I have made two trips to England to confer with the Royal Institute
there. At no time has anyone ever asked a question about when is it
coming or what are you doing or what is your approach or anything
elsl§[. n my observation I see no tendency to try to dominate the re-
sults.

Mr. KEELF. You have told us something of the value of the support
given education by the foundations. Would you comment as to your
views as to the continuing need, the present néed, shall we say, and the
future need for foundation support.

Mr. WRISTON. Of course to a man with a deficit that need is instant,
urgent, and overwhelming. That is to say I now have a project.

It is so far out of my field that I can only give you a kind of a dim
view of what it is they are trying to do, but we found now that Ameri-
can boys are steadily finding themselves in cultures utterly alien to our
own, like Korea, like the Middle East, Iran, and Iraq.

We have been very backward, as you know, in learning foreign
languages. It is rather striking that despite all the money we have
spent abroad, we have great trouble in finding anybody who can
speak foreign languages.
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Now when a person, let us say, by an airplane accident, having to
bail out, or for any other reason finds himself suddenly pitchforked
into an alien culture, he must make a very swift adaptation, learn
to et something to eat and to drink, if necessary, to hide.

ne of our professors of linguistics who has been extraordinarily
original in making analyses of language, said he thought we could
give a general course for undergraduates which would reduce this fear
of a foreign language and this sense of dislocation in the foreign
culture for those people.

Now that is pioneering in the field in which I, for example, have
no skill whatever, and of course the professor himself has no ex-
perience. [ couldn't possibly do that.

It would take a lot of money, and with 2,500 people on the payroll
of the university and 100 buildings to maintain and all the other
financial pressures and, as I say, a deficit, [ would have to say "No."

We go to a foundation on that. He goes to the foundation. All I
did was endorse it. It is from that point of view that I think you
have this experience.

Let me take another field where it is extremely important.  Africa
is to be, I think, one of the most sensitive areas of the United :States
in the next 20 years. We already see that with the dislocations today
in South Africa, with the quarrel with the French in north Africa,
with the troubles of the British in Egypt and the Sudan, and with
the feebleness of the successor state to the Italian colonies in north
Africa, not to speak of the heart of Africa, the Mau Mau trouble that
is going on. And yet I think I speak by the book. In no American
university is there any comprehensive systematic study of the prob-
lems of Africa, and get for better or for ill the United States is in-
volved in every one of those directly or indirectly.

We have got the bases in north Africa, we are dependent for in-
dustrial diamonds on South Africa, for many of the critical materials
we are dependent on the heart of Africa, and to think that linguistic-
ally, culturally, economically, and in a dozen other ways there is no
concentrated attack upon that problem is, I think, very serious.

Now, somebody has got to do it. The capital, has to come from
somewhere. It isn't the kind of a thing that a private individual, a
rich man, is likely to give you money for. It is the kind of a thing
that a foundation might give for a 5-year pilot study, with a view to
testing out whether it can be done.

Take another field with which [ happen to be familiar by reason of a
temporary appointment. If we only knew what really went on in the
minds of the Kremlin, how much better off we would be.

We have a picture of them, they have a picture of us. Now, some-
body has to finance cold objective scholarly studies which may not
reach any conclusion, but which put in the hands of policy makers in
Government data, which was hitherto unavailable to them. We can't
depend on one or two or three or four experts. We need a large
number. _

Now, in one great -university one of the foundations is s?ending
about $1,200,000 in 10 years, and the Air Force is spending, I think,
around $400,000 for studies of that vital area.

Because of, as I say, a temporary appointment to review it, I had
to look at their books, and within the limits of my competence, which
is modest, I found nothing tendentious in them af all.
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They were cold factual appraisals of what goes on in the Soviet
Groverninent, in its party structure, in the relationship of Mao to com-
munism “in China, and in Soviet law and justice, and I think that
there is laid before.the people in the Government in the, policy-making
things data which couldn't be found elsewhere.

That university, rich as it is, that is, rich 1n the sense of total assets,
couldn't have undertaken it. That comes, as I say, partly from a
Government contract, partly from one of the great foundations..

I am also connected with the research center for international
studies at Massachusetts Institute of Technology. I don't know how
large the Government contracts are there. They are tremendous, I
know, but the Ford Foundation has recently given them $1 million
for these studies.

It required, because of the Government aspects, clearance, which I
had to get. The other day the director of that center came down
to go over with me what they were doing. There again material is
being gathered which is not available anywhere else, and which is
essential to the work of the policy makers.

Now, here is a combination in both of these instances of the Govern-
ment on the one hand and foundations on the other. I see this 3S one
of the things, speaking now for a moment as a scholar, at least
in retrospect, which will have to go on.

It is just like cancer. You have to study it. You are going to
waste an awful lot of money studying cancer because you have to
follow every conceivable line, hoping you will hit the right one.

The same way in studying anything as complex and as alien and as
disagreeable as Russia, you have to make long studies. And the same
I feel with Africa. That is the best answer [ can give you 01 that.

Mr. KEra;E. That leads to another question. There we have a P T
nership, as it were, between the Go vernment and the foundations in
financing certain projects, is that right?

Mr. WRISTON. It amounts to that.

Mr. KEELE. One supplementing the other.

Mr. WRIS'oN. That's right. They are done through the institu-
tion and without any collaboration, so far a8 I know, conference, or
collision between the Government and foundations, but it comes to
that in substance.

Mr. KEELS. It seems to me I once heard you talk in Chicago about
the problems arising from colleges and universities accepting Federal
subsidies for projects and so torth; maybe the word "danger" is 4
wrong word to us, but at least the problems.

It has been suggested in these hearings that the work of the founda-
tions might tend to balance to some extent the problem of Federal sub-
sidy. I would like to hear your views on that.

Mr. WRISTON: Well, the problem with Federal subsidies does not
arise on the part of anything wrong with the Government subsidies.
In all-my dealings with the Government contracts, [ have never seen
any tendency along that line.

The problem there arises from the fact that they are not only tem-

orary. They can make only extremely short commitments, usually
or ayear. But we have to keep people employed.

If you want, for example, to do something in the field in which my
own university is perhaps the leader, in the field of applied mathe-



182 TAX-EXEMPT FOUNDATIONS

matics, I can't go and get ap&)hed mathematics at the corner drug store_
[ have to find somebody and give him the hope that he is going to stay
there.

But the support is only for a year. What do I do if he doesn't get a
renewal of that contract? How am I going to pay him? It becomes
3 dead weight. That is from the university point of view the greatest

anger.

To get out of my own field, let me take one of the great State
universities in the Middle West. I remember the president of that
university told me he would not appoint a person to work on a Gov-
ernment contract whose appointment didn't expire with the contract.
But in 8 years he had never had a contract which wasn't renewed or
which wasn't followed by another one, so that those people were em-
ployed. The upshot was he never had to drop a man because of the
expiration of the contract.

Now he said, "The man has been in my community for 8 years, and
under the principles of academic tenure I can't very well let him go.
He has cut his other lines. What happens there if the Government
drops out?"

Now, that is the greatest problem that universities face in dealing
with the Government. It is nothing the Government can do anything
about so far as I know, unless they follow the British system of making
an informal commitment for 5 years. But with our particular legis-
lative set-up and our method of authorization of appropriation, that
is pretty difficult to do.

Now, at that point the foundations can come in. I, for example,,
have just built two buildings for a problem in atomic physics, and the
contract expired just as the building was finished. What will I do’
ifit isn't renewed? You don't want to junk the buildings, you don't
want to drop the thing, and yet the expense is such that no university
could carry it.

There isn't a physics department in the United States that could
operate at its. present level for 2 years without Government expendi-
tures. But in making the cushion transition, foundations could be
of assistance. That is the best answer I can give you, that there is a
place here where they can make cushions and make the overlap.

The only restriction or the only qualification I would put on that is,
generally speaking, their interests are rather different from the Gov-
ernment's, that is to say,' as the Government has gone into the physical
sciences, the foundations have tended to pull out.

There is a very great overlap in the public-health grants, I think,
some of the atomic-energy grants, and some of the specialized founda-
tions for special diseases.

Mr. KEELE. One of the most frequently heard criticisms that we have
gotten, and one which this commit(%ee is concerned with, is the question
of whether or not the charge that the educational institutions under
grants from the foundations have been giving study or have been
engaged in projects, the effect of which was to undermine our system
of free enterprise, or 'the so-called capitalistic system. [ wish you
would give us your views on that.

Mr. WRISTON. Well, let's take the ones on which I testified of my
own knowledge. I think one of the greatest reassurances of the
capitalistic sys%em is a fair arrangement for pensions and retirement.

The idea that a man is thrown out when his usefulness is over is a
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desperately bad thing. Of course, you have called attention to the
fact that I am a trustee of an insurance company. I think they are
among the greatest of our capitalistic enterprises, first in this matter
-of giving security to persons, and second, in their investment policies.
They can't invest contrary to the capitalistic system and still survive.
And, therefore, in the grant to the TIAA in setting up this whole
pension system, it is, I would say, a reinforcement.

Second, in the grants to science, it is inconceivable that there would
be any hostility to free enterprise. In the grants on the subject of art
and music and libraries I see no danger. I am not familiar enough
with the grants in the field of economics to testify as an expert. I can
only give my impression, having been around a long time and seen
them.

They have financed projects which I think were critical, but I would
never think of them as subversive. I think free enterprise thrives
upon a steady drumfire of criticism which calls attention to excesses
and deviations and weaknesses, which give us a chance to correct
them before it runs to excess.

I don't know of my own knowledge, having observed this now for
nearly 30 years, in fact fully 30 years, of any grant which would have
that tendency.

The CHAIRMAN. How about the grants made to Owen Lattimore?
Would you classify that as being a proper grant, to conduct his revo-
lutionary activities in the Far East

Mr. WRISTON. Congressman, I would class that as an error in judg-
ment. NOW, as it happens, I don't agree with him. That is one of
those things. I don't know him personally, so I can't express a judg-
ment at first hand as to whether I think he intends to upset us or not.

The CHAIRMAN.. Doctor, somewhere along the line I want to ask
somebody the question as to how it was Alger Hiss was put at the
head of the Carnegie Foundation.

Mr. WRISTON. Just for the record it is the Carnegie Endowment.

The CHAIRMAN. If you would rather not answer that

Mr. WRISTON. I have no objection to answering it. [ have never
held a Government office. I am a private citizen, and I had never
met Mr. Hiss ; in fact, never heard of him _except as I read in the
papers that he was the Secretary-General 0Of the San Francisco Con-
ference. I never heard of his being at Yalta until afterward.

Sitting as a member of that board of trustees, I did what any
member of the board of trustees would do. I took the recommendation
of the nominating committee, which I think was John W. Davis.

Mr. KFELE. And Arthur Ballantine.

Mr. WRISTON. Arthur Ballantine. I have forgotten Who the third
one is.

What I think, if you want MYy opinion, and I am perfectly willing
to give my opinion, is that he tried to disassociate himself from his
E)ast, and did it so successfully that his past was concealed. Certainly

had 10 suspicion even after he took command.

I well remember the day he was elected, and he came in and his
first two nominations for members lie would like on the board were a
couple of capitalists certainly, and his program was a program which
had' no relationship :to anything that would be subversive.
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Of course, when he came to that he lost all contact with confidential
material, and I-simply think that like all of us, like sheep, were led
astray. We had no suspicion of this at all.

The moment that any suspicion arose we suspended his activities.
[ was not only a party, [ was active in continuing his salary on leave,

[ did that on-the ground that he had been accused but had not been
tried. [understood he didn't have any assets, and [ thought he was
entitled to a fair trial and a living while that trial was held.

Mr. O'TooLE. May I interrup you at that point, Doctor?

Mr. WRISTON. Certainly.

Mr. O'TooLE. Didn't General Eisenhower and John Foster Dulles
feel just about the same as you did about a man who had only been
accused?

Mr. WRISTON. Yes. General Eisenhower was not at that meeting,
as I remember it. That body meets twice. We meet at dinner the
night before as a kind of a general canvass of the situation, and it
was at that that the lively discussion took place, and I think neither
John Foster Dulles nor General Eisenhower were present that evening.

Mr. O'TooLE. John Foster Dulles probably knew more about Mr.
Hiss' background due to the fact that they had worked together

Mr. WRISTON. I think that is altogether likely. The moment that
there was any indication that he was guilty of perjury, he was dropped.
The moment the charge was made, he was suspended.

He was supported with his salary during that interim period before
he was brought to trial. I fully, associate myself with that. without
at all associating myself with his ideas. I would do that for anybody.

Mr. KEELE. [ would like to attempt to phrase here a proposition
which is the embodiment, so far as I can accomplish it, of a number
of charges which we have received. I am stating this without stating
it as an expression of my own opinion, but merely as, shall I say,
distillation of a number of charges, and I would like to hear your
comments on it if | may state the proposition. In substance, it is this

That the training of teachers for secondary schools is such that the
training they have received 1n the schools of higher education, in
colleges, 1N other words, for their work, is so occupied with method-
ology or methods of teaching or how to teach, that there is little or no
time for them to learn what to teach or to receive what we might
term to be a general education, with the result that when they go out
to practice the profession of teaching, they themselves have not become
educated persons.

And that as the result of that, their students do not receive the bene-
fit of education from educated persons, so that the materials which they
get or the training they receive is not of what we would call first-class
composition, and that that leaves them as easy prey-I am talking
a}?out the students-to any fadism or theories which are presented to
them.

The net result of that has been to make the propagation of sub-
versive ideas an, easy matter, a comparatively easy matter, with those
students.

Now, the only connection with the foundations is that it has also
been charged that this program of teachers' training has' been financed
or supported by the foundations, and to that extent the charge is that
the foundations are furthering a system of education which makes
subversion aa comparatively easy matter.
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Mr. WRISTON. Well, in fairness to the committee, [ must first say I
am a biased witness because I have been all my life a violent proponent
of the liberal arts, and the only contribution I think I have ever made
'to educational thinking in literature was a chapter which. [ wrote on
a theory of disciplines which laid emphasis upon the necessity of
training people in the methods of thought, the discipline of precision
which you get from methematics and from foreign language, the dis-
cipline of hypothesis, which you get from science where you have to
project and form a theory as the basis for your experimentation, a
discipline of opinion which is not guesswork gut it is a study of politi-
cal science, and the forming of responsible judgment, and a discipline
of ap%re_ciation which is learning to hear music and to see art not in
a snobbish esoferic way, but appreciably so that you get some enjoy-
ment out of it.

That is heresy to the so-called educationists. I have all my educa-
tional life fought against this tendency to teach people how to teach
things that they don't know.

The classic case that came to my attention about 25 years ago was in
one of the great Midwestern universities where a person flunked mathe-
matics and got a hundred on how to teach mathematics. It was a real,
actual case that came under my observation. And it showed this
terrible split that you have discussed between methodology on the
one hand and substance on the other. )

I think it i$ a thing which has fastened on us textbooks, for which
[ have a very strong allergy, because a textbook in which opinion is
concealed as fact. hen you read Adam Smith you know what you
are reading. If you read Karl Marx's Das Kapital you know what
you are reading, you know his bias, but when you read Joe Doakes'
textbook, you never heard of Joe Doakes and you, don't know what
his bias is.

So that as far as the substance of your criticism is concerned, I
associate myself with it fully. I have worked with these people 1n
the field of education a great deal and see many of their points of
view, but on that I hardly disagree.

[ think work in education ought to be a graduate study, and that
beneath it should be a sound experience in the discipline.

I may say that this is partly a function of the financing of the
schools, because for example in most of the States of the Union when
you get a teacher's certificate, you have a certificate to teach anything,
so that even if you started out studying history, we will say, if they
have a shortaﬁe of somebody in French, why they will have you teach-
ing French whether you know any French or not, and they will have
you teaching science even if you never had any. That again makes the
teacher utterly dependent on the text. And the text, as I say, 1S one
man's opinion stated in dogmatic form. So again I think this has
been a very bad thing in American life.

Now when it comes to the foundations' relationship to it,. [ think
it is very tenuous. There have been only a very few institutions
with teachers' colleges in private hands. One of course is Columbia
which I think has changed enormously' and I think is now almost all
graduate work. [ am not in close touch with it, but I think that is
true,: instead of undergraduate work. Certainly the vast majority of
its work is in graduate work.
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The second was ChicaFo which gave up its school of education. It
has only a department of education, and that is now all at what they
call the university level. They have a different system there as you
know, and give the A. B. at a different time, and their whole graduate
work is organized differently from anybody else. And also Peabody
in Nashville. I think Harvard, for example, has also been a graduate
division.

But the great teachers' college development has been by the States,
the State normal schools, and then the schools of education in the
great State universities. .

This particular development of which you speak tended to come
at what we used to call the normal school level and then became the
teachers' college level, and is now generally speaking called the State
college level. And I don't know of my own knowledge of anything
the foundations have done to stimulate that.

There have been grants-I remember one grant made at the teachers'
college to Dr. I. L. Kandel, for whom I have the highest respect as a
scholar, on testing. And there have been many other grants on
teaching of citizenship and that kind of thing, of which [ don't have
enough familiarity to speak.

But so far as developlngbthe tgge off education that you are speaking
of, I would say that was about 99 **1 g percent the work of the States
and the foundations had only a trivial impact upon it.

Whether we are making headway, I think the answer is "Yes." The
original normal schools were for trainin primary teachers in the
three R's; that is where this "How To Teacz%l .became important, be-
caul?e they knew how to read, write, figure to the rule of three, and
spell.

It was when that process crept upward and these normal schools
became State teachers' colleges and began to train people first for the
junior high schools and then for the senior high schools and did it 'at
the undergraduate level, that this overaccent on methodology at the
cost of substance became, in my judgment-and as I say, on this I am
a biased witness-a great evil.

Mr. KEELS. Is the Ford Foundation's experiment in Arkansas an
g{:ffqr‘g topalleviate that situation, a State-wide project of teacher

raining’

Mr. \g)VRISTON. I don't know enough about it to give you an intel-
ligent answer, Mr. Keele. I am sorry.

[ am familiar with the Ford Foundation's effort in certain colleges,
both private and public, to cut out a year of high school and short-
circuit that, and have heard reports at first-hand from some of those
institutions.

[ am also familiar with their countereffort to balance it in three
great private institutions and three great private preparatory schools,
to see whether they can skip the freshman year of college.

[ also understand they have a project, I think it is in New Mexico,
in trying to get these racial groups, of which the Congressman spoke,
who don't go to college, to be stimulated to go to college, but I don't
know the Arkansas situation.

Mr. KEELS. In substance what they are attempting to do, as [ under.
stand it, is that they are getting the State teachers colleges to coop
erate with them in a plan whereby they are goin to give prospective
teachers 4 years of general education, and then a fifth year of intensive
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training in teaching and methodology largely on the interne system.

Mr. WRISTON. Well, that of course would have my hearty blessing.

Mr. KEEL. Of course, it has been seriously challenged, as I under-
stand it, from what I can read-I am sure of it-by the educational
hierarchy in this country who say that it is not a revolutionary experi-
ment but is a reversion to the training of the Medieval Ages.

Mr. WRISTON. Well, I would have to identify the hierarchy, but if
it is the group I think it is I am in just a thousand percent disagree-
ment with them.

That is to say, there has been alimost a pressure group on this
teacher training showing what seems to me hostility to breadth and
laying so much emphasis on methodology as to in effect give us un-
educated teachers.

Mr. KEEL. The charge has come to us both from persons who have
been to see us, written to us, and from those we have talked with-and
some of those persons are themselves professors of standing, teachers
of standing-that the National Education Association and related
bodies, what I might call the educational hierarchy who have for the
most part backed the so-called progressive education, have such pres-
sure groups that anyone who criticizes or who attempts 1n the teaching
profession to criticize that method suffers from the sociological and
sometimes the economic pressures which they are able to exert, and it
is all part and parcel of this general thought that I expressed or at-
tempted to express a while ago.

Mr. WRISTON. Well, I sit in the outer darkness so far as that group
is concerned. I am on some kind of an index I should judge, so I am
not a good witness on that because I have never had any part of it.

Again any reputation I have is based upon so vigorous a defense of
the liberal arts that people who take the other point of view simply
write me off as beyond redemption.

Mr. KEELE. Well, isn't it true that in the higher educational insti-
tutions there is comparatively more freedom of thought idealogically
and otherwise than in the secondary schools?

Mr. WRISTON. Oh, yes. That certainly is true, and I think that is
the nature of higher education. I think at many levels indoctrination
is not only right, it is necessary. I myself can't go along with this
business of teaching people without any critical faculties having been
trained to be critical of everything under God's green earth, because I
don't think that they have the equipment to do it.

It is the specific function of course of higher education to train
people to think and to be critical and to form evaluative judgments,
and that is what distinguishes the two.

It isn't the mere matter of age. It is a matter of maturity, and we
want our mature people to exercise judgment.

We want our young people to begin to have judgmatical exercises,
but the basic thing is we want them to know something, how to read,
write, and spell and know their history and not be lost in the world.
But I think, as I say, the specific difference between secondary educa-
tion and higher education comes in this area of critical thinking.

The CHAIRMAN. Doctor, is radicalism in the colleges and universi-
ties on the increase or is there evidence of a falling off ?

Young men come back from the bigger universities, fellows that I
know and in whom I have had an interest since they were small boys.

25677-53-13
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[ question them and you probably have observed already that I am
what you might call an ultraconservative.

They come back and tell me that radicalism is the thing that is just
running away with these colleges and schools, and that the problem
of the young fellow who wants to stay in the center is either to con-
form or to be ostracized. And the notion is pretty general that radi-
calism has been rampant and probably still is in our fine educational
institutions.

Mr. WxisTON. Well, can I tell you a story which I think illustrates
my point. When [ was in Wisconsin, [ had one trustee who was con-
tinuously worried about this, though [ saw no signs of it myself. But
someone, when I was on a visit to New York, said, "Is so-and-so still a
single taxer?" And I said, "Come again." And he said, "Why, when
he got through college he was a wild-eyed single taxer."

[ went home and I didn't say anything to him, but the next time he
jumped me about instruction in the college, I said, "Are you still a
single-taxer?" He flushed a moment, and he said, "Where did you
hear about that?" He said, "Of course, I am not." I said, "When did
you get over being a single-taxer?" And then at last he put a smile
on his face and said, "When [ bought my first piece ofcproperty."

Now }S{OUth is a peculiar thing. As Dean Hawks of Columbia once
said, what the older generations see as red is really green, and there is
a real point there, that they have training in their critical faculties
but they cannot have perspective.

[ remember when I was beginning to teach American history the
chairman of my department said that nobody should teach American
history until he was 50 year of a]%e. Well, it annoyed me. Hadn't I
just gotten graduate traminﬁ? idn't I know it all?

And when I got to be 50 I knew what he was talking about, namely,
that everything [ had learned from books had been tested 1n watching
life go on, and it therefore was not mere critical faculty, it was
experience.

And I think that there is a great misunderstanding about the young
people in this thing, that they always want to go back and shock the
Earents. [ believe the word for that now is "communication." I never

ave understood what communication was, but they like to go back and

scare them to death.
_ But this is what I find : That when they are 5 years out they are
in banking and they are in business and they are all over that aspect
of the thing, and I think that is just what Dean Hawks was talking
about. They always have a tendency when they don't have to do
anything about it, to take the new view.

On the other hand-and the Congressman sitting beside you knows
this very well-when it comes to action, they are the most conservative
crowd in the world. There isn't any group that is more dominated by
tradition that that.

And when I tried to make what [ regarded as a minor reform in
fraternity life at Brown, it blew the top off the university for about
S years, and I had to go in and out of town by the subway. But I
myself don't feel any alarm about this matter.

[ will say this, and [ wrote an article on this which has been repub-
lished many times, and [ won't bother you to give the speech. But
there has been a detachment of the teaching profession from the
economic system.
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Let me explain that in a very few words. When we had the de-
pression, all teachers' salaries were cut, and in many a Midwest col-
lege they didn't get any salary except what was left over when the
other bills were paid.

[ knew many, many colleges-I was then very active on the North
Central Association and on its board of review, and I visited them,
and the faculty had no salaries except what was left over when the
coal bills and other bills had been paid. They therefore suffered
by economic reverses.

But when there is a boom, and particularly when there is inflation,
they don't profit. And there has been a steady detachment of the
teaching profession from our economic system.

And without being in the slightest degree critical-and I must
emphasize that because [ believe heartily and Wholeheartedlﬁ in State
education, because the fprivate institutions cannot carry the load-it
is pretty hard for a professor who draws all of his income from the
State, to be too critical of Government activities. I mean he be-
comes predisposed to things | |

The CHAIRMAN. You are saying it is difficult for a beneficiary of a
grant from a foundation to criticize the foundation.

Mr. WRISTON. That is right, although if you will read this book on
The Economics on Financing Higher Education you will find that
however difficult it is, we did it.

We put some facts in there and opinions which we don't ask them to
love us for, but we thought it was for their own good.

But broadly speaking —

Mr. KEELS. \gill you pursue that point you were making there
about the fact that they are dependent upon the State, the natural
consequences?

Mr.” WRISTON. Well, the natural consequences are that they are
not going to bite the hand that feeds them. And when you find,
as you do find now, that the balance is changed and the people in
the State institutions almost all have sPecial grants for inflation, emer-
gency increases, the whole balance of payment has changed so that
in the public institutions the salaries are higher than in the private
institutions. And as a consequence, there is a steady drift to a con-
tinuing dependence of the professoriate on Government.

That certainly is true in science. I remember in one of the great
institutions a man said we could run our cyclotron 3 days on the assets
of the university. It runs every day of the year on the Navy Depart-
ment.

Now you are not going to get the man who has that ex_E)erienc_e to
say that Government activities should be greatly curtailed. It isn't
human nature,

Now I think it is a serious matter. Ihaven't §ot a ready solution
for this except that people should give us lots of money, and that is
the solution for all problems, but what I called the detachment of the
teaching profession from the economic system is a very serious matter,
because they suffer in depression and they don't profit in boom.

They can't go on for a century without having a certain attitude
of mind, and you see it, of course, in Britain. Sixty-six and two-
thirds percent, as I said earlier, of the university income in Britain
comes from the Government.
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[ don't think it is any astonishment, therefore, that generally the professors belong to the Labor Party. I would think it was

abnormal if they didn't, if that goes on 30 years.

Mr. KEELE. And your point is that this dependence upon state
funds tends in the. end to emphasize in their minds the importance
of subsidization or at least assistance from the Government, which
in the end tends toward a socialized state?

Mr. WR.isTON. That is right. Now one of the great contributions
of the British institutions is to maintain that balance, and that in this
report of the Commission on Financing Higher Education is em-
phasized, that if we can keep a lively balance between over-all gov-
ernmental or over-all private, it will be a very healthy thing.

This, from my point of view, is one of the great merits of the tre-
mendous surge that [ spoke of in the growth of Catholic institutions,
which incidentally the President's Commission on Financing Higher
Education totally overlooked.

Now, they do not have a direct dependence upon the economic
system, but they have a system of discipline of their own which doesn't
make them either depen(ient upon the Government, you see. And I
think that has been one of the healthiest things in the last 30 years.

People are sometimes surprised that I am so enthusiastic about
C}llatholic education, being a Protestant, but I have observed it over
the years.

r. KEELS. I think you want to correct a point. You said the
President's Commission on Financing

Mr. WRISTON. I beg your pardon. It is the President's Commission
on Higher Education.

Mr. KEELS. It is not to be confused with this study that has just
been made.

Mr. WRISTON. Not at all. That was appointed by the President
of the United States. It made a report perhaps 5 years ago in five
paper-bound volumes, the principal part being in volume [.

he CHAIRMAN. Doctor, what percentage of top-flight people in the
field of education agree with you on the views to which you have in
part given expression this morning? It makes me wonder if [ didn't
make the mistake of sending my four grandsons to the wrong school.

Mr. WRISTON. Well, I think that perhaps others might be a little
less candid, but the fact that [ have held office is indicated by the fact
that I am not a deviationists, so to speak.

Broadly speaking, if they are totally out of sympathy with your
ideas, they don't trust you, but I think that across the country-and I
can speak best for the private institutions- there would be very strong
agreement with most of the general points of view that [ have given.

Mr. KEELS. Have you any further questions?

Mr. FORAND. I have one question that I would like to ask. It is on a
statement that the doctor made earlier when he was referring to the
pension system under the Carnegie set-up.

[ may not be using your words.

Mr. WRISTON. That is all right.

Mr. FORAND. But the statement was to the effect that people have
to remain in Carnegie colleges in order to retain their pension status.

Mr. WRISTON. That is right.

Mr. FoRAND. Would you explain that a little clearer for me, please?
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Mr. WEISTON. Yes. Mr. Carnegie gave first $10 million and hoXed
that would buy pensions for professors in selected colleges. And
then later-this is a measure of how poor we all are as prophets-he
gave $5 million to take care of the professors in State institutions.

Now, as I say, at that time there had never been actuarial studies
on annuities, and I think I am speaking by the books when I say
that all insurance companies who went into annuities ran into heavy
weather for two reasons.

In the last 50 years the expectation of life has increased by 20 years,
due to better medical education and better hygiene and vitamin pills
and what not, and we also found that people on pensions live longer.
They have a sense of calm and peace which tends to make them live.

The second thing was that they all had certain expectations of the
interest rate which over a hundred years had not varied greatly from
4 percent, but with war finance it dropped down to 2 at least, as you
know.

The upshot was that most of the insurance companies had to throw
in very heavy reserves to take care of their accumulated obligations.

Now, the Carnegie Foundation therefore closed its list of colleges
and of participants in 1915, and it became one of their rules that the
man did not carry his pension with him if he moved from one institu-
tion to the other, unless the other one was on the Carnegie list.

Well, when [ moved from being a professor at Wesleyan, which was
on the Carnegie list, to being president of Lawrence, which is on the
Carne%ie list, I carried it with me, but Brown had refused to go on
to the Carnegie list back in 1905, in a great battle over whether to
change the charter. They had insisted that they wouldn't change it,

Mr. FoxAND. Typical Rhode Island independence.

Mr. WRISTON. That is right. As a matter of fact, after we had
lost the approximately $2 million we would have gained by joining
the list we did change the charter.

Mr. kEEr.E. But you were under no compulsion to do it?

Mr. WRISTON. No compulsion to do it, and no bribery to do it.

Now, with TIAA, however, it is different. That is just an insur-
ance policy that goes with the man to whatever institution he goes.
The other was a free pension. You made no contribution to it at
all; and, therefore, you had no contract. You had what was known
as expectations of benefits.

And those were attached not to you, except as a teacher in one of
the colleges on that list. Of course, it has ceased to have any im-
portance practically now because there are only-I looked yesterday
in connection with my work as a member of the executive committee
of the foundation-there are less than a hundred people of my age
or younger who are on the list who have not yet got their pensions.

Most of them are all drawing their pensions,. But this was a
measure, of course, of the failure of Mr. Carnegie's calculations to
see what it would cost.

Just as a rough guess, [ would say he didn't foresee, first of all,
the growth of the colleges and of the rise in salaries; and, if you are
going to give a man half his salary and you don't know what it is,
it could be a fantastic sum of money, and I doubt if you could have
done with $500 million or a billion what he thought he was going to do.
As you knew, the leverage is tremendous on this. That is what I
meant.
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If you move from a Carnegie institution to a non-Carnegie institu-
tion, as | did from Lawrence to Brown, that free pension is lost.
But my insurance policy with TIAA ismy own, and | carry it with me.

Mr. FORAND. Y ou have cleared up the point very well.  Thank you,
Doctor.

Mr. KEELE. | have only one other question, | think, Dr. Wriston.

Do you feel that education would benefit from more experimen-
tation?

Mr. WRISTON. Oh, yes. There are so many new things in the world,
for example, inscience. Y ou can't stop that.

The moment that atomic physics came in, you had an enormous
range. Of course, in medicine we have only scratched the surface of
the antibiotics and of these chronic diseases. In the field of economics
we have one of the most difficult and complicated problemsin the
world.

They talk about trade, not aid, but we have followed a certain policy
for along, long time with reference to tariffs, and so on, and only a
doctrinaire thinks you can change that overnight.

| heard yesterday one of the greatest economists in the country say
he had always been a free-trader but he didn't know how to changein
that direction now. There needs to be enormous study on that.

Even in the field of insurance we have need for vast studies. | can't
see any field-1 have mentioned Africa, | have mentioned Russia.
The Middle East needs study.

Point 4 launches us upon something we haven't any idea of the
political consequences of economic aid, and yet we all know from our
own exPerlence with the Indians that you can destroy a culture but
it isawtully hard to alter a culture.

So that, speaking as a professional, | can see no end to research,
and that is basically dependent on experimentation.

So far as teaching is concerned, the curse of good teaching isyou
learn it and then turn to follow your routines and -go down; and, if

you don't bring refreshment and enlight /I&]g Oleg?rience in, then %ou

i rom my standpoint
%gtat%P&g%egﬂgptl ﬁnt%gaﬁg E%?%‘Z‘B%i mentation | think we are just
on the threshold.

Mr. KEELE. And that must come largely, under existing conditions,
from foundation aid; is that right?

Mr. WRISTON. So far as the pioneer things are concerned, they are
trail blazers.

Mr. KEELS. If there are no further questions, | should like to say
before Dr. Wriston is excused two things : One, | had the privilege
of attending Brown for part of my academic days and am very proud
of our president.

The CHAIRMAN. Heis avery extraordinary fellow.

Mr. KEELS. Secondly, this committee is very indebted to Dr. Wris-
ton, not only the committe but he has helped us greatly in our work.

The CHAIRMAN. He is aman of stature and deep understanding;
there is no question about that.

Mr. WRISTON. | have a serious feeling that this committee can per-
form a great service really in bringing before the public and making
available for future research the work we need to know.
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The CHAIRMAN. We appreciate the assistance you have given us,
Doctor. We hope you won't leave us and will continue to help us in
the future.

Mr. FORAND. Mr. Chairman, I intended to make this statement at
the outset of the hearing this morning, but [ make it at the close.

Dr. Wriston is one of the outstanding men of our State, and we are
very proud to have him here.

Insofar as his contribution to the committee is concerned, I say
to you right now that it is minute as compared to the contribution
he has made to the welfare of our State of Rhode Island and to the
educational system of Rhode Island. We are proud of you, Doctor.

Mr. WRISTON. Thank you, Congressman.

Mr. FORAND. The chairman has just suggested that [ announce that
the committee will now rise and we will meet again on Monday, at
10 a. m., in this same room.

(Whereupon, at 12: 20 p. m., the select committee recessed to recon-
vene at 10 a. m., Monday, November 24,1952.)
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MONDAY, NOVEMBER 24, 1952

HOUSE' OF REPRESENTATIVES,
SELECT COMMITTEE To INVESTIGATE TAX-EXEMPT
FOUNDATIONS AND COMPARABLE ORGANIZATIONS
Washington, D. C.

The select committee met, pursuant to recess, at 10: 10 a. m., in
room 1301, New House Office Building, the Honorable Brooks Hays
presiding.

Present: Representatives Cox (chairman), Hays (presiding), For-
and, and Simpson.

Also present : Harold M. Keele, counsel to the committee.

Mr. HAYS. The committee will be in order, please.

Our first witness this morning is Mr. H. Rowan Gaither, director
of the Ford Foundation.

Mr. Gaither, the committee appreciates the opportunity of having
your statement. Mr. Keele will direct the testimony.

Mr. GAITHER. Thank you.

STATEMENT OF H. ROWAN 'GAITHER, JR., ASSOCIATE DIRECTOR,
FORD FOUNDATION

Mr. KEELS. Mr. Gaither, will you state 1;your name and place of
rTsidence, and your position with the Ford Foundation for the record,
please.

Mr. GAITHER. My name is H. Rowan Gaither, Jr. I am a resident
of San Francisco, Calif. ; I am an associate director of the Ford
Foundation.

Mr. KEELE. Mr. Gaither, the committee feels that we would like to
know in considerable detail the development of the Ford Foundation
and, particularly, the latter phases of its development, because we are
fortunate in having an opportunity to see first-hand and hear from
those who formulated the policies of the foundation the story of how
the largest foundation, and ‘one which is comparatively in its swaddling
clothes, and the committee feels, and the staff feels, that there is no
better way for us to get an understanding of foundations and how
they operate than to have the development traced in considerable
detail.” So, I am going to ask you, if you will, rather than merely
answer the question in a direct, concise way, if you will elaborate,
proliferate, a bit on the questions which have to do with the develop-
ment of the foundation.

First of all, as [ understand it, you are a lawyer as well as an asso-
ciate director of the Ford Foundagon; is that not right?

Mr. GAITHER. That is correct, Mr. Keele.

195
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Mr. KEELE. Would you describe for us your relationship to the Ford
Foundation prior to the time you became an associate director, which,
I believe, was in what-1951 or 1950?

Mr. GAITHER. I was elected associate director in January of 1951.

Mr. KEELE. All right.

Prior to that time what had your relationship been to the Ford
Foundation?

Mr. GAITHER. My relationship with the Ford Foundation started
in November of 19! , at which time I had been asked, was asked, by
the trustees of the foundation, to direct a study which would advise
the trustees on a program and on policies for the administration of
that program.

Mr. KEELS. Can you tell us how you happened to be selected, if you
know, for that position?

Mr. GAITHER. I knew one of the trustees of the Ford Foundation,
Dr. Karl T. Compton, who, at that time, was president of Massachu-
setts Institute of Technology.

[ was casually acquainted with Dean Donald K. David of the Har-
vard Business School, who was also a trustee.

[ had never met any member of the Ford family or any of the officers
of the Ford Motor Co., and I knew none of the other trustees.

It was in October of 1948, I believe, that I received a telephone call
from Dr. Compton asking me "if [ would be willing to come to Cam-
bridge, Mass., to talk to him about a matter which he felt was quite
important IN the public interest.

[ went to Cambridfe and conferred with Dr. Compton, and learned
that Mr. Henry Ford II was anxious to find someone who could or-
ga{;ize a group of men to advise the foundation on its programing

olicy.
P Mr}.] KEELS. All right.

Will Kou just pick up from there then and tell us what_ took place
from that time on?

Mr. GAITHER. Well, I, of course, was very much interested in learn-
ing more of the Ford Foundation. I knew very little about it. I had
heard that it would 'receive substantial resources by reason of the gifts
of Mr. Hem('jy Ford, Sr., and Mr. Edsel Ford, and Dr. Compton and
Dean. David related to me the history of the Ford Foundation up to
that time.

Mr. KEELE. May I interrupt you for one moment there? By the
way, how did you ﬁappen to know Karl Compton ?

Mr. GAITHER. During the war, Mr. Keele, [ had been assistant direc-
tor of the radiation laboratory at MIT. You may recall that this was
the large laboratory established under the direction of Dr. Bush and
the OSRD, to prosecute the radar development for the armed services.

I had been there for 4 years and, of course, had an opportunity to
become personally acquainted with Dr. Compton.

Mr. KEELE. All riﬁht; [ am sorry; go ahead now.

Mr. GAITHER. Well, after my méeting with Dr. Compton and Dean
David, I went out to Detroit at Mr. Ford's invitation, and there I met
with Mr. Henry Ford II, with his brother, Mr. Benson Ford, Mr.
James Webber, another trustee of the foundation, and also Mr. B. J.
Craig.
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They discussed very frankly the problem which confronted the
trustees in planning the organization of this foundation, and planning
Ford's program.

They discussed very frankly the problems which confronted them as
trustees. They said that they had devoted considerable time and dis-
cussion as to how they might organize the foundation, in anticipation
of the resources which the foundation would receive from the estates
of Henry Ford and Edsel Ford when they were distributed.

[ understood that they expected distribution of these estates, per-
haps, as early as the middle of 1949 or, 1gerhaﬁ)s, by 1950. They, there-
fore, were vegy anxious to get on with their planning f'ob so that when
they received these resources, which at that time, I think, were re-

orted at somewhere around $300 million, estimated, that they would

fully prepared to discharge their responsibilities.

This, of course, was an intriguing assignment. I was interested,
of course, in learning more of the attitude of the trustees, what it was
that they really wanted to accomplish by a study of this sort.

I do not know, Mr. Keele, whetger you are interested in this much
detail, but I will be glad to go into it.

Mr. KEELE. Yes. I think so because, as I say, this gives us better
than anything else could, I think, exactly how a foundation is put
together, at least, how one large modern foundation has been put
together, and I think the manner has a great deal to do with it. So,
being somewhat familiar with what the story is, I wish you would
go ahead in detail.

Mr. GAITHER. Well, Mr. Henry Ford II told me that it was the
decision of the Ford family and the other trustees of the foundation
to organize this foundation as a truly great public trust; the respon-
sibility which was imposed upon them by these very large gifts in
the public interest was one which weighed heavily upon them.

They, therefore, wanted the foundation organized as a public trust,
but they sought advice as to what this meant, what did it mean in
terms of actual operations and actual plans as distinguished, of course,
from simply alleging or asserting that the foundation would be a
public trust.

[ had had a few notions as to what constituted a non?roﬁt corpora-
tion, and what constituted a public trust in the sense of a foundation,
so I 'had several points in mind as the discussion proceeded.

[ was interested, first, in learning what the attitude of the trustees
might be in terms of the relationship between the foundation and the
Ford family. After all, this great wealth had been accumulated by
the Ford family, and it had been left or given to the foundation.

[ do not know to this day whether Mr. Ford resented my question-
I do not think he did-but I ﬁOt a very direct answer. He said that
the decision had been reached that at the appropriate time, preferabl
at an early time, any control, any semblance of control by the For
family would be terminated.

The CHAIRMAN. Would be what?

Mr. GAITHER. Would be terminated; that it was his opinion that
this foundation had been dedicated to public purposes, as a public
trust, and he felt that it was inconsistent with that purpose to have
the control reside in his family or in any other donor family.
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That, more than anything else, convinced me that this was a very
important undertaking and, frankly, one which otherwise I would
have undertaken quite reluctantly.

[ had heard, of course, that there was some relationship between the
foundation and the Ford Motor Co., and I asked questions pertaining
to this. I found that there had been a complete separation between
the foundation and the Ford Motor Co. and, in fact, that there had not
ever existed any interlock between them,

Mr. Ford had appointed separate counsel, there was no interlock
anywhere along the line, and I felt that this was a very significant
fact because it was evidence that this would be a public trust, that it
would not be used in any way for the benefit of the Ford Motor Co.
or would not be influenced by the Ford Motor Co.

Mr. Ford told me also-and this was concurred in by the other
trustees, because by this time I had talked to all of them at some
length, in fact I think nearly for 3 days-that he wanted and they
wanted an expanded program; that theretofore the foundation had
been operating in substantial figures annually for philanthropies
which had been important to the family, were important, of course,
to everyone, but the resources which they anticipated receiving would
permit them to have a very expanded program.

So the trustees had spent a good deal of time trying to find out
how they might develop a program, because the wills of the two
Fords had placed no restrictions on the use of the funds except that
they would go to the foundation for the charter purposes, for scien-
tific, educational, and charitable purposes, so that this had to be
defined because any worth-while activity, of course, could be sub-
sumed under one of these three categories, but he realized that even
with this great fortune which would pass to the foundation, that
the trustees would be confronted with the problem of selection among
many worth-while things.

The approach that he had in mind, very frankly, intrigued me.
He wanted to know what the people of the United States thought this
foundation should use its resources for in the interests of the public
welfare, and he knew of no better way than to go out and find out
what people thought.

If you do not mind, Mr. Keele, I think the best expression of
that'is a letter which Mr. Ford wrote to me in November-November
22, 1948.

Mr. KEELE. I think you ought to read that letter.

Mr. GAITHER. This is addressed to me in San Francisco under the
date I have just mentioned:

DEAR DR. GAITHER: I am most gratified to learn that you will be able to
organize and direct a study to recommend to the trustees of the Ford Foundation
the policies and program which should guide the foundation in the activities it
expects to undertake in the near future. .

he foundation was established for the general purpose of advancing the
national welfare, but the manner of realizing this objective was left to the
trustees. Now that the time is near when the foundation can initiate an active
program we think that its aims should be more specifically defined.

e people of this country and mankind, in general, are confronted with
&]roblems which are vast in number, and exceedingly disturbing in significance.
hile important efforts to solve these problems are being made by Government,
industry, foundations, and other institutions, it is evident that the needs far
transcend the total of present efforts, and that new resources, such as those of
this foundation, if properly employed, can result in significant contributions.
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We want to take stock of our existing knowledge, institutions, and techniques
in order to locate the areas where the problems are most important, and where
additional efforts toward their solution are most needed.

You are to have complete authority and responsibility in this undertakinﬁ,
and you are to have a high degree of discretion subject, of course, to the
general Folicy approval of the trustees in the means you employ and in the
choice of consultants and other personnel. = We believe that the potential
social value of the foundation cannot be underestimated, and we, therefore,
want the best thinking available in the United States as to how this foundation
can most effectively and intelligently ptit its resources to work for the public
welfare.

Since we now believe that the Ford Foundation will be able to commence
an active ;l)rogram in 1950, we would like to have the conclusions of your study
by the early summer of next year.

Please feel free to call upon me and the other trustees at any time for
any assistance we may render. We all feel the tremendous challenge and
we want to put forth our best efforts 111 the discharge of the great responsi-
bility resting upon us as trustees of this important trust.

Very sincerely,
HENRY FORD 1.

That, Mr. Keele, I think is the best expression

The CHAIRMAN. What was the date of that communication?

Mr. GAITIHER. Judge Cox, it is dated November 22, 1948.

[ think that is the best expression of the objectives of the founda-
tion trustees in 1948: It certainly provided the frame of reference
for the study, although the trustees, as you will note from the letter,
gave me a high degree of discretion as to how [ should proceed and
who [ might employ to assist me, and made me an independent con-
sultant, so that no one could say that my views were the views dic-
tated by the trustees, but I would have the right to express my own
views independently of the wishes of the trustées or anyone else.

I'should say, that I employed that same theory in the selection of
people to assist me. They were independent consultants.

r. KEELE. You did go forward and organize a study committee,
then, with its staff, did you not, Mr. Gaither?

Mr. GAITHER. Yes, I did ; Mr. Keele.

Mr. KEELE. Will you tell us something of the people you selected
for that committee, who they were, how you selected them, and what
you did~ and what the committee did.

Mr. AITIHER. Well, the task I had here was to organize people
who could mobilize the best thinking, the best opinion available in
1949 to advise the trustees as to their program and policy.

Therefore the first thing I had to do was to select people in whom
I had the right to place confidence, people who had access immedi-
ately to leaders of industry, people in Government, men in education,
men in foundations-men and women, I should say-in order that
the{) could learn in a comparatively short period ot time what the
problems were of human welfare, what were the great needs and
what might a foundation, with these resources, do about them.

So, I proceeded as rapidly as possible to organize a committee.

[ hope you will interrupt if I am going too far, Mr. Keele.

Mr. KEELE. [ shall feel free to do so.

Mr. GAITHER. But I still was stimulated by the challenge which
this foundation had at that time and the way that they discharged it.

The choice that we had, frankly at least that I thought that we
had, was to proceed by going to tkem, let us say, in medicine and
public health and asking them, What are the great needs of medicine
and public health, and what a foundation might do?
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We could go to natural scientists and' ask them the same question;
we could go to social scientists, to educators, but the result of that,
in my opinion, and I think in the opinion of the trustees, even before
they first interviewed me, was that what you would come up with is
a well-documented brief on many projects and many needs, all impor-
tant, of course, but they would not be focused upon the major prob-
lems of human welfare if you proceeded by these conventional fields
of knowledge or disciplines, as they call it, and if you relied upon
the specialties of any individual.

So what we needed here were people who had access to the sources
of information and sources ' of thought in the country, and yet were
objrective.

hey were general-they were generalists in the sense that they
could transcend, lift themselves above, the confines of thir own train-
ing. 1would expect a lawyer to forget the administration of justice
as being important. It certainly is, and he was to speak to that, but
Ee alllﬁo was to be perfectly aware of the problems of medicine and
ealth.

I expected this to be done by the natural scientists and the social
scientists. I confess that this approach was not the easiest approach,
and it may not be a novel approach, but at least it seemed to us to be
the one which was most responsive to the directive which we had or
[ had received from the trustees,

With those thoughts in mind I, as quickly as possible, checked a
number of people. I only knew two of them before, but I checked
as carefully as [ could for these qualifications over a large list of
names, and [ arrived at the following conclusions as to the people to
go on the committee : One was Tom Carroll, Thomas Carroll, dean
of business administration, now at the University of North Carolina.
At that time he was dean at Syracuse. | had known him earlier
when he was an undergraduate at the University of California.

There was Dean William De Vane of Yale; there was Dr. T.
Duckett Jones, formerly member of the faculty of the Harvard Med-
ical School. Iknew him casually. I had read of his very important
research work in one particular field, rheumatic fever, and I had
watched with interest (furin the war some of his projects, and was
attracted to him because he had moved out of a narrow specialty and
was trying to advance medicine and public health on a broad scale.
He had just then accepted the directorship of the Helen Hay Whitney
Foundation, and he is still a director of that.

_Charles Lauritsen is a physicist.  You may recall a description of
him in Life several years ago as the great experimental physicist.
[ knew he was widely associated, and was president of the American
Physical Society. T'had not met him. He had a very distinguished
war career in science, and some of our most important contributions
in the proximity fuze or rockets, I should say, he had been the very
important scientist. He had been on the Los Alamos project, and
he was still interested in many important activities to Government.
He is now at California Tech, as he was then director of the radiation
laboratoty there.

Next was Donald Marquis, chairman of the social-science division
at the University of Michigan. He was from Stanford. I had heard
of him first on the Human Resources Committee of the Research and
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Development Board, and he checked out very well, and I invited him.

Then there was Dr. Peter Odegard who, at one time, had been
Assistant Secretary of the Treasury. He had been In academic life
all of his career, president of Reed College in Oregon, and had just
gone to the University of California. o

The last was Dr. Francis Spaulding, who died in 1950, but at that
time was commissioner of education of New York State. He was
highly recommended.

hése men constituted the committee. I then assembled a small staff
to assist me. One was William McPeak, who came to me highly recom-
mended, and the other was Mr. Dyke Brown. They served as my two
assistants. . had no other personnel other than those that came in as
consultants for temporary times.

Mr. KEELE. Mr. Gaither, in selecting these men, I have understood
that you were a comEIetely free agent to make these decisions with-
out limitation from the Ford family or from the trustees of the foun-
dation; is that correct?

Mr. GAITHER.. That is correct. I reported to the trustees, I think;
on around November 18, or thereabouts. in an informal but completely
attended meeting, that [ had selected this committee.

Mr. KEELE. In selecting the committee, I gather from what you said
here and from what you have said to me at other times, that you sought
the advice, the best advice, you could get from any quarter that you
felt would be helpful in getting nominations, shall we say, for your
committee, and that you relied not only on your own judgment In that

respect but the judgment of those people you felt you could trust and
who had knowledge of the subject?

Mr. GAITHER. That is correct, Mr. Keele.

Mr. KEELE. All right.

Now, how did the committee proceed which, I think, is the most
interesting part of the story?

K er. GAITHER. Well, they proceeded in a very peripatetic way, Mr.
eele.

In the course of a few months they covered a quarter of a million
miles by air" travel, and put in about 71/, man-years, not countin
the time of the interviewees and conferees; they directly conferre
with over a thousand men and women in the United States.

[ have not any idea how many thousands of pages of memoranda
and correspondence were received, but it was interesting that there
was a complete res%onse, a national response, to this approach.

[ permitted each member of the committee to play in the other
fellow's back yard. Dr. Jones could become quite interested in mat-
ters of international affairs; Dr. Odegard, a political scientist, could
become interested in medicine, if he wished.

They proceeded to look for the problems. I did not control them
as to how they would organize their efforts,'and they each organized
differently.

Dr. Jones had a committee of doctors-it was a rather formal
structure-some of the leading names in medicine were on that and
they worked very hard at it, and I think that it is quite interesting
that the conclusion that this committee reached was that at that time
the foundation should give its first attention to fields other than
medicine and public health. This was in no way a reflection on the
importance of Ighose fields or of the needs, but I think it is significant
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that in the evaluation of problems and needs that they came to this
conclusion.

Each member of the committee proceeded differently. They com-
missioned papers, so to speak; they called conferences, they traveled
extensively, and every few weeks we would get together for a formal
session to see how we were getting along, what was the evidence that
we were building up.

[ suppose the best way to describe this is that the committee went
to the public; they sought out the men and the women who could
give them the best advice. They sought the best literature, and they
analyzed the views, and reported as accurately as they could back
in our committee meeting, and they did so in writing. They were
responsible reports.

Mr. KEELS. What was the result of that study that your committee
made, Mr. Gaither?

Mr. GArrHER. Well, I should say, Mr. Keele, that running in parallel
with the work of the committee, which was directed toward finding
the problems and the needs, and then evaluating them, coming to
some sense of relative importance in order to advise the foundation
on a program, while that was going forward, the staff of the study
was proceeding with certain policy questions on which the trustees
sought advice early in 1949, and prior to the time we could complete
the report.

In think it was in January of 1949 that Mr. Ford became interested
in how would we increase the board. He wanted to know what size
the board should be, what were the qualifications that we should seek
in the trustees; in general, what would be the best board that the
trustees could possibly get.

They recognized, of course, they had to add additional members
to the board, so we conducted a rather comprehensive analysis of
this. We drew not only on the experience of business in composing
boards, where the scope. of the business represented a wide variety of
activity, but we also looked at the experience of the trustees or mem-
bers of the universities and colleges; we talked to the foundation
trustees about the experience that they had had, and we came to certain
conclusions as to size, qualifications, and what we recommended to
the trustees to look for in deciding upon other men to be invited to
the board.

This, of course, was important to one of the first steps that had
to be taken in the expansion of the program of the foundation and
in carrying out the decisions of the trustees that this should be a
public trust. This is one of the first studies, Mr. Keele.

Another aspect of it was what, I think, you in the hearing have been
calling public reporting or public accountability.

Early in 1949 we sat down and analyzed the question of what are
the incidents or implications of a public trust. Well, I think, it is
self-evident that there has to be reporting; that the foundation, if
it is dedicated to public welfare, it should report to the public.

We recognized that there were certain disadvantages to this.  Peo-
ple would try to tailor applications and projects to what they believed
to be your particular program. There were others that would shoot
at the foundation if there were disagreements as to judgment, but all
these factors on balance were outweighed by the positive values, we
felt, of public reporting. So we recommended that there be periodic
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reporting by the foundation to the public. This meant not only
making it available to the press but to give it to the libraries, to the
universities, to anyone who requested it.

We thought that this should be at least annually reported. It
would be a complete, clear statement of the activities of the founda-
tion, but that was not enough. We felt that in addition there should
be a balance sheet showing their assets and their liabilities. We
thought they should provide a clear, concise statement of income and
expense.

he question then was not whether to adopt this in the opinion of
the trustees-this to them was a clear duty upon them, with this con-
ception that they had of public trust; it was only when we do it.

herefore, we considered the timing, and it was decided that they
would announce their general aims as soon as their expanded program
had been completed and had been adopted by the trustees.

They should announce their basic policies, as well as their general
aims, and indicate, qllllite frankly and in advance, their PFrincipa fields
of interest s and in this respect, perhaps, we did Mr. Hoffman a con-
siderable disservice, because he was swamped when he became the
Eresident, with thousands, perhaps tens of thousands, of ap};l)lications.

ut this was one of those minor disadvantages which, in the opinion
of the trustees, was well outweighed by the positive advantages.

We also thought that the precedent estab}i)ished by Rockefeller and
Carnegie was one which might follow; their reporting seemed to
us to be fully consistent with the standards which we recommended
that the trustees establish for the Ford Foundation.

Arg you interested in other aspects of this concept of the public
trust:

Mr. KEFLE. Well, I think you have probably illustrated it suffi-
ciently. I think the important thing here is the fact that, one, it was
considered a public trust; two, the Ford family felt the foundation
should be completely divorced from control by the Ford family or
the donors; three, that in determining a plan or program of activities

ou went to the public rather than imposing upon the work of the

oundation the ideas of a limited few.

Then [ think this follows along the same line that you have told
us here. Supposing you tell us now as to the results of that study,
with reference to the areas of activity which were determined upon.

Mr. GAITBFE. Perhaps one point occurs to me that | omitted here,
and that is the action taken by the trustees. There is a distinction
between recommendations which we made and the action on these.

Mr. KEELE. Right.

Mr. GAITHER. [ can say very briefly that these policy recommenda-
tions of the staff sort that I have mentioned were accepted by the
trustees. They were discussed many, many days of meetings, formal
meetings, as well as regularly scheduled meetings being involved.

To me, one of the most significant acts occurred in April of 1950.
At that time and by that time the trustees had added new trustees,
additional trustees.

The effect of this was to place on the board of trustees a majority
of people who were unrelated to the donor family, and had no con
nection, past or present, with the Ford Motor Co., so if you can
visualize that board, then you had the donor family in a minority,

and disinterested, what I describe as public trustees in a majority.
25677-53--14
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But the control had not been relinquished at that point because the
membership, as distinguished from the trusteeships, was controlled
by members of the donor family.

At the motion of Mr. Ford, as I recall it, the articles of incorpora-
tion were amended at the April 1950 meeting to make the members
and the trustees synonymous, and with that one act, which drew little
attention at the time, but with that one act, the trustees then passed
control legally-in fact, it had earlier-but passed it legally and
irrevocably from the donor family, and I think that was very basic.

Mr. SIMPSON. [ am interested in asking a question.

On theory, as distinguished from tax law, what is the advanta%e
of -eliminating the brains-the Ford family-which made possible
this foundation? What is the advantage of eliminating them from
their usefulness in connection with the handling of the fund? Why
is it public policy not to permit them to help direct?

Mr. GAITHER.” Mr. Simpson, you are askinime to evaluate a ques-
tion which was considered prior to the time that I became associated
with the study for the Ford Foundation. I would say that in this
particular incident, knowing personally the members of the family
who have worked so hard to organize this foundation, nothing, in
fact, was gained. But I think Mr. Ford was interested in the future.

The CHAIRMAN. In the public mind is there not a great deal lost
from the foundation standgoint in Mr. Ford's severing ﬁis connection
completely with the foundation?

Mr. KEELS. May I interrupt to say that Mr. Ford is on the board;
is he not?

Mr. GAITHER. Yes, sir; he is chairman of the board.

Mr. KEEL. So that he is available for service?

Mr. GAITHER. Yes.

Mr. KEELE. He is, is he not, Mr. Gaither?

Mr. GAITHER. He is available for service, and works very hard at it.

Mr. KEEL. I believe you told me he had spent 'somethin like 42
working days with the foundation in 1 year; is that correct

Mr. GAITHER. During the course of the study, according to my rec-
ords, he had spent 42 full working days; I have not any idea how many
more days he spent on it.

Mr. KEELE. [ think the im(fression, perhaps, has been gained here
that when you spoke of, and I spoke of, divorcing the control of the
Ford family from the Ford Foundation it was assumed that that cut
off all relationship between the members of the Ford family and the
Ford Foundation. I think that ought to be cleared up.

Mr. GAITHER. I did not intend to convey that impression, Mr.
Simpson.

r. SIMPSON. From the tax approach, in part, at least, one purpose

is to avoid creating a trust by members of the family for their personal
advantages, and exercising their authority for their personal financial
advantage.
_ I have one other question. You touched on this matter of report-
ing. Iwould like to ask this : To what extent did the trustees adopt
your recommendation with respect to reporting, and does it go to a
reporting of the end use of the money, and in detail?

r. GAITHER. The trustees adopted the recommendation, Mr. Simp
son. ~They issued the full statement of the program, published the
study report, published their own trustees’ report, and I believe it
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was in September of 1950. At the end of 1950 they issued a full
financial statement, and at the end of 1951 they issued their first an
nual report of the expanded program.

Mr. SIMrsoN. Do they list the grants?

Mr. GAITHER. Yes, sir; they list the grants, the name of the grantee
being clearly indicated, the amount, and, in addition, the purpose of
the grant.

Mr. SIMpsoN. Thank you, sir.

Mr. KEELS. How are those made available, Mr. Gaither? [ mean,
you say they published them. Are they available upon request, or are
the furnisﬁed to libraries, or just how is dissemination made of the
published report?

Mr. GAITHER. I cannot answer that accurately. I think the first
mailing list that was prepared ran into a number such as about 5,000.
This goes to not only the press; it goes to many of the universities and
colleges, and goes to libraries all over the United States, and perhaps
some libraries out of the United States.

I have not any idea how big that list is now. I would be glad to
find out. It is available to anyone who wants it.

Mr. KEELE. I think, and I su%gest to the committee the advisability
of making the report of the study for the Ford Foundation on policy
and program, which is in this form, an exhibit in this record, and I
also suggest to the committee the desirability of makiné the report of
the trustees of the Ford Foundation also an exhibit, and I think that
in view of its brevity and conciseness, the second document, the report
of the trustees of the Ford Foundation, appear verbatim within the
bolt\i/Iy of the record rather than being attached as an appendix.

r. HAYS. May I see it?

Without objection, the documents will be included in the record, as
indicated by Mr. Keele.

The CHAIRMAN. That is, one will be incorporated in the record of the
testimony, and the other simply in the appendix.

Mr. HAYS. Yes.

(The report of the study for the Ford Foundation on policy and pro-
gram was received as an exhibit and is on file with the committee.)

(The document referred to, Report of the Trustees of the Ford
Foundation, follows:)

REPORT OF THE TRUSTEES OF THE FORD FOUNDATION, SEPTEMBER 27, 1950
THE TRUSTEES-

Henry Ford II, chairman of the trustees, president, Ford Motor Co., Detroit, Mich.

Karl T. Compton, chairman of the board, Massachusetts Institute of Technology,
Cambridge, Mass.

Donald K. David, dean, Harvard School of Business Administration, Allston,

Mass.
James B. Webber, Jr., vice president, J. L. Hudson Co., Detroit, Mich,
John Cowles, president, Minneapolis Star and Tribune Co., Minneapolis, Minn.
Benson Ford, vice president, Ford Motor Co., Detroit, Mich.
Charles E. Wilson, president, General Electric Co., Schenectady, N. Y.
Burt J. Craig, secretary-treasurer, Detroit, Mich. ,

INTRODUCTION

In the fall of 1948, anticipating final settlement of Federal estate-tax matters
and the probable receipt during 1949 and 1950 of income sufficient to permit the
Ford Foundation to undertake a greatly expanded program, the trustees author-
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Ized the appointment of a study committee to serve as independent consultants
to the foundation.' This committee was made up of men widely known and
respected in such fields as education, medicine and public health, the natural
sciences, political science and government, the social sciences, the humanities,
and modern business and industry. Members of the study committee were Mr.
H. Rowan Gaither, Jr., chairman ; Thomas H. Carroll, D. C. S.; Charles C.
Lauritsen, Ph. D.; William C. DeVane, Ph. D.; Donald G. Marquis, Ph. D.;
T. Duckett Jones, M. D.; Peter H. Odegard, Ph. D.; Francis T Spaulding, Ed. D'

A staff directed by Mr. Gaither served the committee and included Mr. William
McPeak and Mr. Dyke Brown, assistant directors ; Mr. Paul Bixler ; and Mr.
Don K. Price.

On November 22, 1948, the chairman of the trustees wrote the chairman of the
studﬁ committee as follows

"The foundation was established for the general-purpose of advancing human
welfare, but the manner of realizing this objective was left to the trustees. Now
that the time is near when the foundation can initiate an active program, I think
that its aims should be more specifically defined.

"The people of this country and mankind in general are confronted with prob-
lems which are vast in number and exceedinglg disturbing in significance. hile
important efforts to solve these problems are being made by government, indus-
try, foundations, and other institutions, it is evident that new resources, such as
those of this foundation, if properly employed, can result in significant
contributions.

"We want to take stock of our existing knowledge, institutions, and techniques
in order to locate the areas where the problems are most important and where
additional efforts toward their solution are most needed. )

"You are to have complete authority and responsibility in this undertaking,
and you are to have a high degree of discretion, subject, of course, to general
policy approval of the trustees, in the means you employ and in the choice of
consultants and other personnel. * * *  We want the best thought available
in the United States as to how this foundation can most effectively and intel-
ligently put its resources to work for human welfare."

he study committee agreed at the outset that the purpose of the study was
not to accumulate a comprehensive catalog of projects which the foundation
might undertake, but to block out in general terms those critical areas where
problems were most serious and where the foundation might make the most
significant contributions to human welfare.

The study committee also agreed at the outset that it should view the needs of
mankind in the broadest possible perspective, free from the limitations of special
professional interests, if it was to discover the most important problems and
opportunities of human welfare. The study committee invited each member to
ignore the confines of his specialty or profession and brinF to the committee the
best thought in his field concerning the most pressing problems of human welfare

enerally, whether they lay in his field or elsewhere. Each committee member
v agreement respected the boundaries of his own experience and training only
for the purposes of administrative coordination. )

The magnitude of the study may be suggested statistically. ~More than 1,000
%ersons were direqtl¥ interviewed by the stud};ll committee and the staff. Over

man-years went into the study exclusive of the time devoted to it by advisers
and conferees who were acting without compensation. Materials prepared and
accumulated run into many thousands of pages.

In the opinion of the trustees, the conclusions and recommendations of the
committee were influenced by and responsive to the best American judgment of
our times. Advisers represented every major segment of American life and
every major discipline and field of knowledge. In the area of government and
international affairs the committee secured the opinions and points of view of
officials in State and Federal Government, representatives of the United Nations
and its affiliated agencies, business and professional leaders, and the heads of
private organizations concerned with world affairs. The presidents of many
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leading universities contributed generougly. The views of military leaders were
sousht and obtained. The viewpoint of labor was solicited. Conferences were
hel§ with the heads of many small enterprises-often sole proprietorships-as
well as heads of larﬁe corporations, . .

It 1s significant that the General Report of the Study Committee, which fol-
lowed some 22 special and individual reports, carried with it unanimous
committee endorsement.

It is this report which provides the basis for the following report from the
trustees of the foundation.

For the trustees .
HENRY FoRn I, Chairman.

PART |. HUMAN WELFARE

The purpose of the Ford Foundation is simply stated in its charter : "to re-
ceive and administer funds for scientific, educational, and charitable purposes,
all for the public welfare."

Fundamental to any consideration of human welfare is human survival. All
efforts to prolong life, to eradicate disease, to prevent malnutrition and famine,
to remove the causes of violent accidents, and-above all-to prevent war, are
efforts to forward the welfare of man.

The improvement of physical standards of living is also vital to human wel-
fare. Living standards finally can be considered high enough only when the
inhabitants of the entire world have been freed from undue anxiety over the

hysical conditions of survival and from extreme preoccupation with obtaining
those conditions.

But it is clear that the welfare of man requires far more than mere human
survival and the improvement of physical standards of living.

Basic to human welfare is general acceptance of the dignity of man. This
rests on the conviction that man is endowed with certain unalienable rights and
must Tie'regarded S Alend m himselt, N0t as & COJIN the mechanisms ol society'
or a [NEre means to some social end. At its heart, this is a belief in the inherent
worth of the individual and the intrinsic value of human life. Implicit in this
concept is the conviction that society must accord all men equal rights and equal
opportunity.

Human welfare requires tolerance and respeci for individual social, religious,
and cultural differences, and for the varying needs and aspirations to,which these
differences give rise. It requires freedom of speech, freedom of the press, freedom

of worship, and freedom of association. ithin wide limits, every person has
a right to go his own way and to be free from interference or harassment because
of nonconformity.

Human welfare requires that freedom be enjoyed under a rule of law to guar-
antee to all men its benefits and opportunities. It calls for justice, self-govern-
ment, and the opportunity for e. cry citizen to play an effective part in his
government.

Human welfare requires that power at all levels and in all forms-political,
economic, or social-be exercised with a full sense of social responsibility and
the 2%311'_?11 good. It requires, further, that individuals recognize an obligation
1go.use their capabilities, whatever they-may be, to contribute fo the general ' well-

eing.

Itgls clear that these requirements for human welfare are in substance the
ideals and aims of democracy. The ultimate concern of both is with the in-
dividual, and the welfare of the individual can advance only in an environment
that encourages individual freedom.

For men can be only as free as the arrangements and conditions of society
enable them to be, Men cannot forsake society in search of freedom. They
must live together whether they want to or not. All are thrust from birth into
an immense network of political, economic, and social relationships.. This inter-
dependence can be a curse where men are enslaved by state machines or other
men. It can be most fruitful and rewarding where free men work together in
confidence and mutual respect.

In the modern world large-scale and complicated arrangements are needed to
Provide the sqcial and economic and political conditions under which human
reedom may be assured and human welfare advanced. This is not to say that
political institutions in and of themselves can assure human welfare-or even
constitute democracy. = Undemocratic institutions may be found in a free, demo-
cratic society. Majority rule alone does not guarantee democracy. ~What dis-
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tinguishes a democratic society is the respect for others which makes men
unwilling to be either slaves or inasters.  When the democratic spirit is deep
and strong it animates every phase of living--economic, social, and political
relations among groups and nations, as well as personal relations among men.

In times of uncertainty there is a tendency to resist change out of an illusion
that free institutions are made more secure by an unchanging order. This, we
believe, strikes at the ve(ri'y heart of democracy. Democracy must do more than
declare its principles and ideals; it must constantly translate them into action.
For its great strength lies in its ability to move steadily forward toward the
greater achievement of its a%oals and the more complete fulfillment of human
welfare-to meet the eternal challenge of change by giving, where necessary,
fresh forms to its underlying principles. It is man's faith in this dynamic
ability which assures the survival of democracy. .

In the liﬁht of these convictions, and in view of their obligation and oppor-
tunity to advance human welfare, the trustees of the Ford Foundation therefore
state as their purpose the advancement of the ideals and principles of democracy.

PART Il. HUMAN NEEDS

The critical problems which obstruct advancement in human welfare and
progress toward democratic goals are today social rather than physical in
character. The problems and opportunities of our time arise out of man's rela-
tions to man-rather than his relations to the physical world.

How large and far-reaching a domain of interest this may be is seen in even
the most general review of the many issues and problems of our time.

Among all problems in human relations, the greatest challenge is the achieve-
ment of peace throughout the world. There is vital need for adequate military
preparedness to protect the free nations of the world against aggression, and for
concerted effort to mitigate current tensions. But there is also the greater long-
ranlge need for unremitting efforts to remove war's basic causes and to build a
world foundation for permanent peace.

This is_the greatest single issue of our times. In the balance is the very
survival of man.

The underlfying causes of war are many-poverty and disease, the tensions
which result from unequal standards of living and economic insecurity, racial
conflict, and the forces, generated by political oppression and conflicting social
theories. Half the people of the world are either starving or lack adequate food.
Illness and disease are widespread.

Ignorance and misunderstanding, actually fostered in many parts of the world
by political censorship of the free exchan%e of information and ideas, add greatly
to the unrest which stems from material lacks. They pose dangers as great as
the Erejudices induced by the distortion of information. When knowledge goes
unshared, the minds of men have no common ground on which to meet.

Such conditions produce unrest and social instability. Men submit to dic-
tators when hunger and frustration undermine their faith in themselves and in
the existing order-.

Hundreds of millions of dollars and organized effort on the part of men and
women all over the world are today focused on this goal of lasting peace. The
needs of freedom-loving people everywhere—garticularly in relatively unde-
veloped areas-are seemingly endless ; yet the United States is striving at hard
cost of blood and resources to strengthen their economies in the belief that on
the eventual prosperity of these peoples depends our own, as well as world,
security. The working record of the United Nations %mtiﬁes the faith which
created it, though it has not yet proved adequate to the task of ensuring that
the rule of law shall govern relations among nations., o

Foundation-supported activities can, where such private aid is proper and
officially welcomed, assist in the analysis of fundamental issues or policies where
our Government or the United Nations may lack objectivity, talents, or time. A
foundation can sugport studies by special committees, individuals, or research
institutes where official agencies are hampered by foreign or domestic political
considerations or by the appearance of self-interest. It can, in appropriate
situations, make available to the State Department or to the United Nations
expert knowledge and judgment on important subjects. It can attempt to
anticipate problems upon which independent advance thought and study are
important fo the adequate formulation or execution of policy.

There is constant need, also, for %ublic understanding and support of the
policies of our Government and the United Nations in international affairs.
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~ This does not imply that a foundation should sponsor or support activity hav-
ing as its purpose the propagandizing of the views of the State Department or
any other agency or group., 10 the contrary, it must preserve impartiality and
objectivity in allits activities ; if the results of such studies are critical of exist-
the policy, their wide dissemination is perhaps even more important.

Althoug%l the conduct of international affairs urgently needs men and women
of the highest intellectual competence and stature, government is often unable
to find, attract, and hold the quality of persons required in sufficient number.
Efforts to establish a high tradition of public service and to select and train more
and better leaders for public service must be undertaken promptly.

Inevitably linked with the search for peace is the need to strengthen democracy
and our own domestic economy. The processes of self-government, designed to
keep political power responsive to the fpeople and to express their will in action,
are often seriously affected by lack of citizen participation in government and
civic affairs, and by.ineffective governmental machinery. ) .

Ways must be found to reduce misunderstanding and downright ignorance

of political issues, personalities, and public needs, and to increase constructive
participation.
+ There is need to achieve increased economic stability, both at home and
abroad, with a satisfactorily high output and the highest possible level of con-
structive employment. Despite the fact that our industrial economy is the most
productive in history, it is still characterized by booms and by depressions which
cause suffering and waste and create social and political tensions.

The lack of industrial peace continues to result in diminished individual and
fbusiness earnings, in reduced output, and in public inconvenience and social

riction.

There is need for every citizen to have some adequate understanding of the
economic institutions, problems, and issues in our industrial society. Economic
questions underlie government policy, affect the daily existence of every citizen,
and are’ world-wide in their implications.

As important to our own economy as to our search for peace is the need to
strengthen, expand, and improve our educational facilities and methods .

Democracy requires equal and unlimited opportunities for education and
educational institutions geared to the needs and goals of society as a whole.
It has been said that, "No society can long remain free unless its members are
freemen, and men are not free where ignorance prevails."

Even in this country persons of all races and colors do not have equal access
to education. The advantages of education are also walled off behind economic
barriers. Free tuition alone does not guarantee all children a chance to attend
grimary and secondary schools. Some are barred by such things as the cost of

ooks, clothing, and supplies ; others must drop out because their families need
the money they can earn.  The poorer families, and those composed of members
of our minority groups, are the ones most urgently requiring educational oppor-
tunity to improve their economic and cultural status. Yet they are the very
ones against whom these educational barriers loom highest, and in consequence
their cultural and economic inequalities tend automatically to be inherited.

The high cost of college and of higher education in general makes real equality
of opportunity impossible.. More and more of the financial burden is being
thrust upon the student in the form of higher tuition fees. In consequence,
higher education threatens to become increasingly the prerogative of the well-
to-do.

For education to depend so largely on individual economic status presents
grave dangers to democracy. We thereby deny to millions of young people an
e(fqual chance to make the most of their native abilities ; we also depfive societ
of a vast number of potential leaders and of citizens educated to assume their
adult responsibilities-personal, civic, and social.

Perhaps the greatest single shortcoming of our school system is its tendency
to concern itself almost exclusively with the dissemination of information.
School should be the most important influence outside of the home for the mold-
ing of whole persons. Yet individual purpose, character, and values, the bases
of which are laid in the home, are often inadequately developed by institutions
which could, by precelpt and deeper teaching, assume a major share in supporting
them most successfully.

Education must meet the needs of the human spirit. It must assist persons to
develoP a satisfactory personal Ehﬂosophy and sense of values ; to cultivate
tastes for literature, music, and the arts ; and to grow in ability to analyze prob-
lems and arrive at thoughtful conclusions. Only thus will graduates of our
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schools and colleges attain the wisdom necessary to live integrated and pur-
poseful lives.

If we are to train youth for effective citizenship, we must bring about a satis-
factory relationship between general and special knowledge. While specializa-
tion is to be encouraged as a proven technique, there is need also to understan
how specialized knowledges fit together for the constructive interests of society
as a whole. This means more than graduating adequate numbers of specialists
and general students ; it will require the development in both of an understanding
of their relations one to the other and of the relations of both to society. We are
today, perhaps, turning out too many graduate specialists who lack a sense of our
society as a whole.

Our educational system faces numerous ' other problems, such as the great
shortage and often the poor quality of the teaching personnel at the primary
and secondary levels ; the ]i)lressure of enrollment upon physical plant during the
growth of the postwar school population ; the apathy of parents and other
citizen groups toward school requirements ; the difficulties of obtaining adequate
financing, particularly in regions of low economic potential ; and the slowness
with which schools adopt new procedures and aids for teaching.

. Attention needs also to be given to the less-publicized types of education which
exist outside the schools: The formative and continuing influences of the home,
the church, the school, the college and university have been profoundly modified
by the enormous development of mass media of communication-newspapers,
magazines, radio, movies, television. Because the effects of these are so strong
upon the individual and so gervasive from early childhood to the end of life,
th%y present many major problems for society as well as for the individual.

oncerned with individual diginty and well-being, the trustees are disturbed by
the extent to which our society fails to achieve one basic democratic objective-
the full development and use by each person of his inherent potentiality.

No census can show how many persons in our society labor under the disabling
effect of emotional maladf'ustment. The estimates range widely ; some authori-
ties regard emotional maladjustment as the most characteristic and wide?pread
ill of our civilization. In a small percentage of instances this takes the form of
crime, delinquency, and insanity. In the great majority of cases it is disclosed
in illness, in unstable family life, in erratic and unproductive work habits, and
in inability to particiﬁate effectively in community life. ~Maladjustment makes
people unable to live happily with their fellows, makes them unwilling to cooper-
ate adequately, or unable to compete successfully.

The lack of satisfactory adjustment manifests itself significantly in the use of
leisure time. Shortened hours of work, earlier retirement, and the medical
advances which have increased life expectancy, have all made great increases in
leisure time. Nevertheless, many persons appear unable to find constructive
uses for their nonworking hours, and this contributes significantly to personal
and social tensions.

The problem of personal adjustment is probably also affected RI the nature
of the jobs which must be done in a mass-production economty. any psychol-
o%ists state that human beings possess a fundamental need to feel the significance
of their daily work by close identification with its end result. As clerical and
mechanical tasks have become more specialized, as machines have taken over
more of the functions formerly performed by brain or hand, this occuf}tgational
satisfaction and sense of identification with the end result of one's effort has
decreased. While mass-production techniques obviously cannot be abandoned,
the problem is to develop new sources of satisfaction to replace those lost.

Beyond the need to reduce social unrest and individual maladjustment, there
is an even greater challenge in the need for positive steps to provide opportunity
for the development by individuals of their full potentialities. The mere ab-
sence of maladjustment can never be an ultimate goal. By whatever means can
be discovered, creative functioning in all aspects of individual and social living
should be encouraged.

Considerations such as these have led the trustees to a general conclusion that
man must choose between two opposed courses. One is democratic, dedicated
to the freedom and dignity of the individual. The other is authoritarian, where
freedom and justice do not exist, and human rights and truth are subordinated
wholly to the state. This is a critical point in world history. )

Thé democratic course is the choice of the peoples in free Countries of the world,
and perhaps the hope of tens of millions who are now citizens of totalitarian
states. But the making of the choice is not a single, simple act of selection ; it
is a way of total living, and to choose it means to choose it again and again, today
and tomorrow, and continuously to reaffirm it in every act of life.
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At this crossroad we face two great and related needs. The first is the estab-
lishment of a lasting peace. The second is the achievement of democratic
strength, stabiligl, and vitality.

To work toward these objectives means attack upon many subsidiary problems,
all interrelated, all urgent . . .

The need for governments, national and international, to be more truly
responsive to the people, to be more efficient and at the same time to be
grounded more firmly in the active participation.of its citizens ;

The need to achieve a relatively stable and more healthy economic system
with a§reater opportunity for personal initiative, advancement, and indi-
vidual satisfactions ;

The need to devefop more able and public-spirited leaders in all fields of
responsibility and endeavor ; .

he need to improve our educational system for the better development
of such leaders and for the preparation of men and women everywhere for
the increasing tasks of citizenship and for the conduct of more purposeful
and better-rounded lives. .

One great need underlies all these problems-to acquire more knowledge of
man and of the ways in which men can learn to live together in peace in a com-
plex, conflicting, and ever-changing world.

In recognizing the challenge of these human needs, the trustees are conscious
of the breadth and depth of the opportunity revealed. We are conscious, too, of
the relatively small part which any private foundation can play in meeting the
challenge. But the E)ower of free men and women when moved by faith and
high purpose is limitless. In this American spirit of great hopefulness, we have
chosen five areas within which to concentrate, for the present, the resources of
the Ford Foundation, leaving to others the continued exploration of such vitally
important fields as the physical sciences, medicine, and public health.

PART IIl. FIVE AREAS FOR ACTION

|. The Ford Foundation will ort actjvities that promise signj7eant contri-
_blgl,onsto Wor?g[ pear:ean%l e est '|shment 0 awo?'?dSl c%er of law and
justice

he foundation will support activities directed toward-
af The mitigation of tensions which now threaten world peace.
(gb) The development among the peoples of the world of the understanding
and conditions essential to permanent peace.
(c) The improvement and strengthening of the United Nations and its associ-
ated international agencies. )
The improvement of the structure and L})rocedures by which the United
States Government, and private groups in the United States, participate in world

affairs.

II. The Ford Foundation will suppart activities designed to secure greater allegi-
anceto tﬁe ﬁagc princi Iesp ?reeéom and cfer#ocracy isn tﬁe %I u(tll on oé the
insisent problems of an ever-changing society

The foundation will sutpport activities directed toward-

(a) The elimination of restrictions on freedom of thought, inquiry, and ex-
ression in the United States, and the development of policies and procedures
es daﬁted to protect these rights in the face of persistent international tension.

3 The maintenance of democratic control over concentrations of public and
private power, while at the same time preserving freedom for scientific and tech-
nological endeavor, economic initiative, and cultural development. .

(c% The strengthening of the political é)rocesses through which public officers
are chosen and policies determined, and the improvement of the organizations
an? dministrative procedures by which governmental affairs are conducted.

Uﬁ _The strengthening of the organization and procedures involved in the
adjudication of private rights and the interpretation and enforcement of law.

IIl. The Ford fgundat%on will support activities deszg?ned to advance the eco-
omjc well-being.o at|oe0pl g@?gwherean to Improve economic Ingtitutions
or the better realization of demdcratic goals

T(h foundation will' support activities directed toward-
le The achievement of a growing economy characterized by high output,
the highest Ipossible level of constructive employment, and a minimum of destruc-
tive instability.
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( b} The achievement of a greater degree of equality of economic opportunity
for individuals.

(c) The improvement of the structure, procedures, and administration of our
economic organizations : business firms, industries, labor unions, and others.

The achievement of more satisfactory labor-management relations.

(e] The attainment of that balance between freedom and control in our eco-
nomic life which will most effectively serve the well-being of our entire society.

(f) The improvement of the standard of living and the economic status of
peoples throughout the world.

g) Raising the level of economic understanding of the citizens of the Nation.

V. The Ford Foundatjon will. support activities to strengthen,, d, and im-

rove e ucat{bnal?acilllti&%dr methods to enab%qtn ,iV[%g?snmorequy
oreallzetrglrlntfelelgctual,m ic, and spiritual éJotentlalmes; to promote
reat udity of educational opportunity; and to conserve and'increase
nowledge and enrich our culture

The foundation will support activities directed toward-

(a) The discovery, support, and use of talent and leadership in all fields and
at all ages.

(ll)) %he clarification of the goals of education and the evaluation of current
educational practices and facilities for the better realization of democratic

(c) The reduction of economic, religious, and racial barriers to equality of
edycational opportunity at all levels.

{d The more effective use of mass media, such as the press, the radio, and
the moving pictures, and of community facilities for nonacademic education and
for better utilization of leisure time for all age groups.

€) The assistance of Fromising ventures in education making for significant
living and effective social participation.

The improvement of conditions and facilities for scientific and scholarly
rﬁsearc{l and creative endeavors, including assistance in the dissemination of
the results.

Improving the equality and ensuring an adequate supply of teachers in
preschool, elementary, and secondary-school education, and in colleges, univer-
sities, and centers of adult education.

R A
extend ﬁ&%nowiedge or the maximum benefit of |ndL|JV|c?SaF S ané[I otf’ society

The foundation will support activities directed toward-

(a) Advancement of the scientific study of man-of the process of development
from infancy to old age ; of the interaction of biological, interpersonal, and cul.
fcuéal dinﬂluences in human behavior ; and of the range of variations among
indjviduals.

{b The scientific study of values which affect the conduct of individuals,
including man's beliefs, needs, emotional attitudes, and other motivating forces ;
the origins, interactions, and consequences of such values, and the' methods
by \évhic this knowledge may be used by the individual for insight and rational
conduct.

(c) Scientific study of the process of learning, so that individuals may become
more effective in acquiring knowledge, skills, and attitudes and in adapting
themselves to the demands of living.

Scientific study of the processes of communications, including their chan-
nels and content, and their effects upon human behavior.

(e) The scientific study of group organization, administration, and leadership,
for greater effectiveness of cooperative effort and for increased individual satis-
factign,

The scientific study of the causes of personal maladjustment, neurosis,
delinquency, and crime, and the improvement of methods for prevention and
cure.

(g) The development of reliable measures of the effectiveness of professional
practices extensively used in psychiatry, social work, clinical psychology, and
guidance counseling ; and of ways of comparing the relative effectiveness of
alternative practices and testing scientifically the theories underlying such

ractices.

P (h) Increasing the use of the knowledge of human behavior in medicine, edu-
cation, law, and other professions, and by planners, administrators, and policy-

makers in Government; business, and cormmunity affairs.
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Mr. KEELE. Mr. Gaither, would you tell us now something of the
operations-we are going to ask Mr. Hoffman later to tell us more in
detail, and we will ask Mr. Ford to tell us the part of the story from
the time that he first became acquainted with the foundation until
such time as you took over the work of the planning.

First I would like to ask you this : You are not counsel for the
foundation, are you?

Mr. GAITHER. No, sir; I am not. I am associate director only part
of my time.

Mr. KEELS. Who are the other associate directors?

Mr. GAITHER. The other associate directors are Mr. Chester C.
Davis, Mr. Robert M. Hutchins, and Mr. Milton Katz.

The CHAIRMAN. Who was the last one?

Mr. GAITHER. Mr. Milton Katz.

Mr. KFEr.E. Will you tell us something of the background of those
men and their experience and work?

Mr. GAITHER. T think Mr. Hoffman could tell you that in much
greater detail, Mr. Keele.

Mr. KEELE. I think, perhaps, it would be wise to wait until Mr.
Hoffman takes the stangij with reference to that point.

The CHAIRMAN. May I inquire as to who are the incorporators of
the foundation?

Mr. GAITHER. To the best of my knowledge, there were three incor-
porators, Mr. Edsel Ford, I believe Mr. Clifford Longley, an attorney
in Detroit, and Mr. B. J. Craig. Mr. Ford could answer that.

The CHAIRMAN. What was the number of trustees that they first
elected, and how are the trustees chosen?

Mr. GAITHER. Do you mean in 1936, Judge Cox?

The CHAIRMAN. Yes.

Mr. KEELS. The foundation was started in 1936, was it not?

Mr. GAITHER. It was started in 1936.

_Tam sorry I cannot answer that. My familiarity with the founda-
tion begins in

The CHAIRMAN. Has the number of trustees increased?

Mr. GAITHER. The number of trustees has been increased, Jud%e
Cox. There are now nine trustees, and the recommendation of the
study, at least, was that the additional trustees should be added slowly
so that the men, of course, could be indoctrinated in their responsi-
lfizlitielssand that, perhaps, a desirable size board would be close to 15-

to 19,

Mr. KEFTF. What is the eventual number that is thought you will
have on the board?

Mr. GAITHER. [ think the articles place a limit of 15. The Michigan
law, as I recall it, permits up to 2%. I personally believe 21 is too
large, and I think somewhere around 12 to 15 is a desirable number,
but on%g cg)erating experience will indicate the desirable number.

Mr. KEELE. Would you tell us something of the deliberations and
considerations that entered into the decision to enlarge your board of
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trustees, and as to the number to which you hoped to go in having a
full board? : s

Mr. GAITHER. Well, the sheer magnitude of the responsibility of
the trustees here, the task of adopting a program, organizing, selecting
the president, selecting the officers, and then going forward into the
actual development of the programs is a staggering responsibility.

It obviously had to be shared by a larger number than six or seven-
[ have forgotten the number at that time. So we felt an additional
numberr was needed.

So we recommended that it should go to nine as soon as possible,
and that recommendation was adopted by the trustees. € recom-
mended that thereafter they should add slowly because you cannot
take men and suddenly throw them into a taskof this sort and expect
them to understand fully the job that they must perform.

So we recommended the rate be slow and that the ultimate number
should be indicated, of course, by the experience of the foundation, but
looking at it generally from the experience of other organizations,
we thought an effective size would be somewhere between 12 and 15.

Mr. KEELS, Mr. Gaither, in the work of the staff we have noticed
that there tends to be what we call an interlocking directorate on the
part of trustees of the foundations. I think that was first pointed out
many years ago by Professor Lindeman, in his book on wealth and
culture.

In looking over the members of the board of trustees of the Ford
Foundation, we have noted that their trusteeships of other founda-
tions or related organizations are comparatively limited. I mean_ by
that, it is limited in comparison with a number of the other founda-
tions.

Was any policy adopted with reference to that very problem?

Mr. GAITHER. Mr. Keele, I cannot say that there was any policy
adopted. I know of no formal recommendation which was formally
adopted.

I know that the subject was considered at some of the informal ses-
sions with the trustees, at which members of the study staff presented
their recommendations.

We felt that what the board of trustees, as then constituted should
do was to broaden its experience and broaden its interests so that 111
stead of duplicating the qualifications and experience of the men who
were on the. board, that they should expand and supplement them,
that these men should have a broad interest in social, economic, and
golitical affairs, a deep sense of the responsibility which they would

ave as trustees, an awareness of the responsibilities which they would
have to discharge. . ] _

That is not something that could be undertaken lightly. This would
be particularly true in the formative years.

herefore, we did consider this question of interlock in a general
way. Obviously, a first requirement, in addition to these basic quali-
fications, would be time to do this job, and men who were heavily
committed with other trusteeships and other directorships, would, by
reason of that alone, be disqualified.

Secondly, well, I, perhaps, should not put it quite this way, but
[ think that the attitude was that this responsibility was so great and
the opé)ortunity so unique really in the history of philanthropy, they
wanted to take a full and fresh approach to it.
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[ think all of us are somethimes inhibited by our own experiences.
I think any one of us who had worked too long in developing a par-
ticular program or a particular project in the field of interest might
necessarily carry that over into another organization, and I think
that was one of the elements that entered into our discussion.

Interlock, however, as such-or I should not say interlock, but serv-
ice on another foundation, as such-certainly will not exclude a man;
in many instances it would qualify him.

Mr. KEELE. I think that you might say a word here as to the areas
of activity which were decided upon in your plan and program, five
areas for action which were decided in your plan, as submitted, or
your report, and which were adopted by the trustees.

Would you just enumerate those with some notation, shall we say,
of the significance of each of those five areas?

Mr. GAITHER. I will describe these very briefly, because I think the
best expression of any program is in terms of the activities and, after
Mr. Hoffman became president of the foundation and assembled a
staff, he proceeded very rapidly to develop a program, so I think rather
than to discuss these objectives in any detail

Mr. KEELS. I thought if you would just mention them and leave for
Mr. Hoffman the discussion of them, that would be satisfactory.

Mr. GAITHER. The study committee proceeded, as I have indicated,
by analyzing problems in needs, and then after having evaluated the
problems andI,) I think, this is a sound approach, to find out what are
the most critical needs of human welfare, the critical needs of democ-
racy, and S0 forth, and they then started to narrow.

You cannot narrow too much, but you can narrow it to at least give
some guideline, some standards for program planning.

Five areas emerged, and by an area here I mean a cluster of prob-
lems or a cluster of needs which could be grouped in a rather logical
way to call it an area.

Well, it was obvious in 1949, just as it is obvious today, that people
were preoccupied with the threat of a third world war. The desire
for peace is something which has gone on for thousands of years. It
still is the great desire of the American people, and this was a response
we were reporting, you see, to the trustees, not sitting around a confer-
ence table and trying to give the trustees our ideas ; but this was some-
thing the people were talking about, this was a pressing problem pre-
Korea; and, therefore, we put as the first area this as a goal of the
foundation, that the foundation will support activities that, promise-
it could not guarantee anything, but activities that promise-signifi-
cant contributions to world peace and the establishment of a world
order of law and justice.

Mr. KEELE. All right. Your second one?

Mr. GAITHER. In the process of this we, of course, became aware of
the problems-what some people have called the internal strength of
America, the democratic functioning, the democratic institutions and
processes, which make us a great nafion.

So the second area then was that the foundation will support activi-
ties designed to secure greater allegiance to the basic principles of
freedom and democracy in the solution of the insistent problems of an
ever-changing society.
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We also looked at the internal strength of America in terms of its
economy.. If you pull the bottom out of our economy, fyour aspirations
for peace and other things obviously are along way from realization.
So the third major goal or area we described in this way: that the
Ford Foundation will support activities designed to advance the eco-
nomic well-being of people everywhere and to improve economic insti-
tutions for the better realization of democratic goals.

A fundamental underpinning to freedom, to the democratic insti-
tutions, is obviously education. It had to come in for great emphasis
in the course of the study, so we, therefore, recommended a fourth
goal, and that is that the foundation WIl support activities to
strengthen, expand, and improve educational facilities and methods
to enable more fully to realize their intellectual, civic, and spiritual
potentialities; so promote greater equality of educational opportunity;
and to conserve and increase knowledge and enrich our culture.

The last area deals with individual behavior and human relations.
We frankly know too little. ~Many of our-in fact most of our-great
social, political, and economic problems require a better understanding
of why people behave and why they act as they do as individuals or in
groups or 1n all kinds of organizations, and since this was so inter-
related to the other roblems which were expressed in the first four
goals, we recommen d 4 fifth goal : The Ford Foundation will sup-
port scientific activities designed to increase knowledge of factors
which influence or determine human conduct, and to extend such
knowledge for the maximum benefit of individuals and of society.

Those, Mr. Keele, are the five basic objectives. They are, in very

eneral terms, descriptions of the five program areas of the
oundation.

They were announced by the trustees in September of 1950.

Mr. KEELE. Now, Mr. Gaither, those represent, do they not, the
essence or the distillation of the opinions that you were able to gather
through your staff, and members of your study committee; isn't that
correct?

Mr. GAITmIER. That is correct.

Mr. KEELS. I believe you have said to me, and I assume you would
say it here, that it represents the crystallization of the best thinking
you were able to obtain in the year 1949 as to the needs for action by a
foundation; is that correct?

Mr. GAITHER. That is correct. That was our objective,, and'l have
considerable confidence that we reported the thinking in 1949 quite
accurately to the trustees.

Mr. KEELE. In other words, that is the composite tfiinking

Mr. GAITHER. Yes, sir |

Mr. KEELS. Of probably thousands of people, the result of many
monographs and papers that were written on the subject, and repre-
sents the end result of the study you made as to what the activities of
the Ford Foundation should be at this time; is that right?

Mr. GAITHER. That is right.

The CHAIRMAN. May I observe that even though a tailor is under-
taking to make the finest suit that can be tailored, do not depend too
much on that because later he may be undertaking to pick your pocket.

Mr. KEELE. What we are trying to 'show here, what seems signifi-
cant, is that opposed apparently to the way the earlier foundations
went about formulating their program, namely, by calling in a few
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eople, able as they were, and that you attempted to go out and get
the views of literally thousands of the citizens of the country. That is
the thing that to us, on the staff, at least, is an interesting development
in this foundation, and that i5 why I think I have tried to lead you
on to discuss this at great length.

I have no further questions at this time of Mr. Gaither, unless the
committee has some.

Mr. HAYS. Thank you very much, Mr. Gaither, for a very inform-
ative statement.

Mr. GATHER. Thank you, sir.

Mr. KEELS. We would like to have Mr. Ford called.

Mr. HAYS. We are very glad to have Mr. Henry Ford with us this
morning. Mr. Ford, if you will take the witness chair, we will hear
your statement, sir.

The CHAIRMAN (Mr. Cox). Mr. Chairman [Mr. Hays]|, will it be
possible to make one statement?  This young man, if [ may call him
a young man-and he is-probably enjoys'a greater nature of public
esteem than any other living American.

[ deem it extraordinary that he should volunteer to come here anu
give us his views on the questions that we are undertaking to investi-
Fate, and I think it is extraordinary that a young man of great wealth

ike himself should seemingly consider himself somewhat as a trustee
for the use of the great funds which are his.

Again I say, Mr. Chairman, I think we have been very much compli-
mented, and [ mean complimented, in having this visitation from this
fine young American.

Mr. FORD. Thank you, sir.

STATEMENT OF HENRY FORD II, CHAIRMAN OF THE TRUSTEES,
FORD FOUNDATION, AND PRESIDENT, FORD MOTOR CO.

Mr. HAYS. Thank you, Judge. Judge Cox speaks for the commit-
tee, Mr. Ford, in welcoming you before the committee.

Mr. FoRD. Thank you very much.

Mr. HAYS. We are very much delighted that you could be here to
give us the benefit of your thoughts and your experience in this, very
important subject.

r. KEELS. Mr. Ford, will you state for the record your name, your
connection with the Ford Foundation, and your business or occupation.

Mr. FORD. My name is Henry Ford II;' I am chairman of the Ford
Foundation and president of the Ford Motor Co.

Mr. KEELE. All right.

Mr. Ford, you have heard Mr. Gaither trace for us the early stages
of the recent development in the Ford Foundation.

I wish you would take us back to the time when you first came
to have an interest in the Ford Foundation, and tell us something of
what has happened in a general way since that time. [ believe you
have said it was some time in late 1943, after you had returned from
service, that you first became associated with the foundation in an
active way or at least took an active interest.. Is that correct ?

Mr. FoRD. That is correct; yes, sir.

Mr. KEELS. All right. Beginning with that period, 1943, will you
tell us, generally, what has happened in the Ford Foundation?
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+ Mr. FoRD. I have prepared a statement, Mr. Keele, of 4 or 5 minutes'
duration, which I can read; or, if you prefer, [ can answer your ques-:
tions specifically. ) _

Mr, KEFTF. T think that statement Will be helpful. Ihave seen it.
You have pretty well encompassed the answer to that question, and
you may read it, if you will, with the permission of the committee.
It will be very helpful.

Mr. FORD. Thank you.

Mr. H&rs. Yes, sir.

Mr. FoRD. We believe that the history of the Ford Foundation ac-
tually falls into three phases. The first phase covers roughly the 12
years from 1936 to 1948.

During this time our operations were limited in character. The
foundation during those years was never in a position to spend in any
one year much more than about $1,000,000.

Approximately SO percent of the grants during those years were
made to educational and charitable institutions which had been es-
tablished some years before by my grandfather and my father.

This seems, in my estimation at least, a natural thing to have done
because certainly the foundation was formed, in part, to fprovide a
convenient means for carrying on the many obligations of the Ford
family to education, charity, and scientific progress.

Two of the institutions established by my family were particularly
important to them-the Henry Ford Hospital and the Edison Insti-
tute, named after Thomas Edison.

From the first, the hospital was designed to be the best of its kind,
experimental in many respects, scientifically progressive in all re-
spects.

pFrom what I have been told, the Edison Institute grew out of my
1grandfather's belief in the opportunities 1N America for those who fol-
ow such basic precepts as honesty, thrift, hard work, and ambition.

It was a question whether either of these institutions could ever be
self-supporting, and the foundation, was looked on as the best way to
meet their deficits and assume them.

Incidentally, the Ford Hospital admitted more than 27,000 patients
last year, and in addition there were nearly half a million calls made
In the out-patient department, and this year so far 642,000 people
have come from all over the country to visit the Edison Institute.

Phase 2 of the foundation's history was forecast as early as 1946
when it became clear that the administration of my father's estate
was nearing an end. It was known, of course, that much of his es-
tate would I'become an asset of the foundation.

With the prospect of enormously increased resources thus avail-
able to the foundation, our trustees realized that a careful planning
for expanded operations was needed-that planning which Mr. Rowan
Gaither has just explained to you.

Preliminary studies were conducted and, although they were help-
ful, the more comprehensive study which Mr. Gaither undertook was
decided upon. The trustees drew heavily on the recommendations of
this study group in adopting late in 1950, as you have already heard,
the genera 1{_)Iro{gram that the foundation is following today.

Mr. Paul Hoffman agreed to take the presidency of the foundation
late in 1950, and he will be able to tell you the methods used to make

85677-53--15
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effective the various program commitments agreed upon by the trus-

tees.
Mr. Hoffman is the organization's principal executive;- %Pd: the
trustees have placed -on him and, his associate directors the uts){]o
devising the means for most effectively reaching the goal established
by_the trustees in thelr report. )

The third phase, of course, isthe future, and | would like to com-
ment on this briefly because you may find useful some of the views
that have been talked over by the trustees of qur:foundation.

It seems clear to us that foundations have PI ayed a unique and most
c?nstsrlljjgﬁ\ée rolte in American society, and that they can continue to
P ?X/e belie\Pethat foundations b}/]_and large, provide what someone
_haﬁ caled trlge_ve{]ﬁgtre cap|taladof P |Iez?ntgroa|? . derher% |salarge_areeda
in human affairs that canng u 0 by unorgani
chaH ty an ,?ln our &d?rr]nat}on,eg[ %a& s%ou%] not E)e %tendre%??ozby

%vieg%n t. It isin this area we think that foundations can do the

To do so they must from time to time pioneer, under right experi-
ments, and encourage programs and projects that might otherwise
never haveachance,” . | o _

Like any human institution, a foundation is bound to make mis-
takes, We are certainly -aware of the possibility of mistakes and
criticism in a program of the kind we have undertaken, dealings,. asit
ﬁﬁgs, with the problems of peace, human behavior, education, and the.

But in the judgment of the trustees of the Ford Foundation

The CHAIRVAN. Just amoment. You say "peace, human behavior;;
education,’ and what?

Mr. FORD. And thelike, sir.

Mr. keeLe. And “thelike."

_Mr. ForD. But in the judgment of the trustees of the Ford Founda-
tion it is better to risk mistakes in enterprising efforts to help solve
such important problems than to |eave the problems unsolved. .

| thin |% Iﬁ Inorder h ehfo":a H1E1ute 0.tell you something of the
function of the trustees of the Ford Foundation.. ,

During most of the first phase of the foundation's history, the trus-
Eszaeglvgrera% 8\{ éafcsom at?orll with tr&e Foégl ftamlfly anéj atcjompany In some

. As| have indicated, oundatjon pro as
%ievote%ﬁgﬁlg tot esum)ort o% C antaBFe msﬂtuhonsen \%ﬂ\%e
ar{uly j ng-range Inter e%ff broad i :
efirst stepingcontin rt tq br ublic representation
e e e
lee. was follow . omptonin :
Mr, Donald David and Mr. Jal es%.(\e/ee%erm 16348. P

Since that time, five additional board members have been added
Mr. Charles E. Wilson, formerly of Washm%ton, .and the General
Electric Corp.; Mr. John Cowles, Mr. Paul Hoffman, Mr. Frank
Abrams, and Ju(yl\%e Charles Wyzanski, Jr. ,

Of thése, only Messrs. Webber and David have any other connection
with the Ford name or interests. Both, as you know; became directors

fo H}%SI%% Motor Co. after they had been elected trustees of the Ford
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My brother Benson and myself complete the trustees of the founda-

on.

It has always-seemed in the best interests of the foundation, -at least
as long as a majority of its assets are in the Ford Motor Co. stock to
have foundation representation on the board of the Ford Motor 00.,
men who are not members of the Ford family and not owners of voting
stock of the Ford Motor Co. o

None of my fellow trustees regards his job as a soft berth or as any-
thing but a public responsibility of great weitght. .

The quarterly meetings of the board run from 2 days to a week 1in
length, and between meetings the trustees are required to keep abreast
of the continuous flow of material from Mr. Hoffman's office and those
of his associates.

In Choosinlg1 new trustees, the trustees of our foundation have sought
out men with wide experience in their respective fields, and with the
demonstrated interest in philanthropic activity and with the willing-
ness to devote the great amount of time that is needed to keep abreast
of the varied activities of the foundation.

We intend to expand the board still further in the future. We also
hope to make the foundation ever more responsive to the public pur-
poses for which.it was created. Thank you. .

Mr. KEFLR. Mr. Ford, have you commented on the fact that 1n the
early period from 1936 to 1948, a 12-year period, the benefactions or
gifts, grants of the foundation,’ averaged a little more, let us say, than
a million dollars a year, and were confined largely to the two items
that you have mentioned : the Ford Hospital and the Edison Institute.

Now, beginning in 1948, there was a complete change 1n the pro-

ram or the area, let us say, of activity that you hoped to enter; is that.
ngot right ?

Mr. Foxy. Yes, sir. )

Mr. KEELE. And that was because of the fact that at that time. your
father's estate and, possibly, your grandfather's-I . am not sure of
that--would approach’ settlement, and there would be available to the
foundation greatly amplified funds and income.

Mr. FORD. Yes. , Up until that time our income was relatively small,
and it appeared that in about 1950 we would receive the income from
the estates of my father and grandfather to spend. on these purposes
for which the foundation was established. ~Therefore, in the year
1948 we asked Mr. Gaither and the people whom he assembled, which
you have already heard, to make this study report for the trustees.

Mr. KEELE. All right. o

Now, Mr. Gaither told us, as you heard here, of your determination
to, divorce the control of the foundation from your family or the mem-
brs of your family, and it has been suggested here that possibly that
might, deprive the foundation of the abilities of your family.

ould you, tell us why you made that decision, and what your think-.

was in connection with it?

r. FORD. Well, we thought that the amount of funds that would
be available in this public mstrument was of such magnitude that it
would hardly be right for one family to have the decision as to the
distribution, in how they should be spent for educational; charitable,
and scientific purposes. =~ ] o

Further than that, I think it was said, and probably justifiably so,
that people have left their moneys to charitable organizations so that


http://which.it

222 TAX-EXEMPT - FOUNDATIONS

they can keep control of it, and we felt that this trust was so large
that the family should not have control of it.

Naturally we want to-we feel that we have an obligation as a fam-
ily to-carry out to the best of our ability the desires of our forebears
and we intend to do so ; I am speaking of my brothers, and myself.
We intend to do our part as a trustee of the foundation.

However, we felt that for the benefit of the whole thing it would be
better to have the members and the trustees the same, and also have a
majority who were not either connected with the Ford Motor Co. or
members of our family, so that, if a matter came to a vote within the
foundation, we would not have the control.

Mr. KEELE. You do, however, do you not, take an active part in the
affairs of the foundation, as any other trustee does?

Mr. FORD. Yes, sir; I do.

Mr. KEELE. I assume, to some extent, a greater part inasmuch as you
are chairman of the board?

Mr. FORD. Yes, sir.

Mr. KEELE. And your brother Benson .is also a member?

Mr. FORD. That is correct, Mr. Keele.

Mr. KEELE. And a member of the board of trustees.

Mr. Ford, it has been suggested many times-and you have heard
this, I am sure-that the whole scheme and plan of the Ford Founda-
tion was a method whereby the Ford family could retain control of
the Ford Motor Co. Would you care to say something along that line
as to your views and your understanding of that?

Mr. FORD. Well, at that time the foundation was started in 1936, I
was not actively connected with the company or with the foundation.
As a matter of fact, [ was in prep school, so anything that I may say
is sim%y from having heard the story recounted, and I do not ever
recall having heard it directly from either my grandfather or my
father.

But if you put yourself back into 1934, 1935, our country was in a
somewhat different condition than it is today, and my family had
undertaken certain obligations, as I have just described, in the hos-

ital and in the Edison Institute, that they felt they were obligated to

eep up, and they were not sure just how that couKl be accomplished
if the country were going to stay in the condition that it found itself
in 1933 and 1934.

[ think that was one of the reasons they wanted to start this founda-
tion ; in other words, to carry on their obligations to charity, as they
saw them.

Certainly, there may have been some other reasons, and far be it
from me to say that some may not have been to get this stock in one's
hands, that may be with the possibility that they could still maintain
a certain relationship between their stock and the operations of the
compa}rag ) o

Mr. KEELE. Perhaps we ought to say something at this point as to
the financial structure of the foundation.

The CHAIRMAN. Let me emphasize the significance of the statement
he made, and that is that the Ford family, in the accumulation of
great wealth, considered it to be the obligation that rested upon them,
the members of the family, to spend the fund for the public good.
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Mr. KEELE. I was about to ask you, Mr. Ford, about the assets of the
foundation. They consist, as I recall it, of primarily the common
nonvoting- stock of the Ford Motor Co.; is that correct?

Mr. FORD. That is correct; yes, sir; not a hundred percent of it,
however sir.

Mr. 1 RELE. I believe you have said approximately 90 percent or,
perhaps, more than that of the nonvoting stock of the corporation,
that is, of the Ford Co.?

Mr. FoiD. Yes, somewhat more than 90 percent of the nonvoting
stock.

Mr. KEELS. All right.

There is no connection, as I understand it, between the foundation
and the Ford Motor Co. other than the fact that the foundation does
have as its princi?al asset something in excess of 90 percent of the
nonvoting stock of the Ford Motor Co.; is that correct?

Mr. FORD. Other than the fact that Messrs. David and Webber, and
my brother Benson and myself are both trustees of the foundation
and directors of the Ford Motor Co.

Mr. KEELE. I believe it has been your policy in the foundation to
avoid having employees of the Ford Motor Co. in the organization of
the foundation, other than the trustees that you have mentioned; is
that correct?

Mr. FoRD. That is correct; yes, sir.

Mr. SIMPSoN. Mr. Ford, it seems to me that inasmuch as the assets
of the foundation are largely in the Ford Motor Co., that it would be
a matter of good business practice to have substantial representation
on the board of trustees of the Ford Motor people. You would not
be doing justice to the foundation if you do not keep that in mind.

The CHAIRMAN. Irather share that view myself.

Mr. SIMPSON. The trusteeship, is that self-perpetuating? How do
you determine the membership of the trustees?

Mr. FoRD. Of the trustees of the Ford Foundation?

Mr. SIMPsoN. Right.

Mr. FoRD. Well', the matter of choosing new trustees is one that we
have spent a considerable amount of time discussing in the meetings of
the foundation, and one which Mr. Gaither gave some time to in the
study of his report.

We tried-what we have tried to do, as far as the board as a whole
is concerned, is to get a cross section of all types of people in the
United States, the best people we can %et, the people who are the most
qualified, the best qualified, and peog e who we think can do service
to the Nation through our trust, and also people who are willing to
give of their time because this actually, unbelievable as it may sound,
1s a time-consuming ijob for the trustees.

[ was just going, for 1 minute, to say that we have reviewed lists
upon lists of various names, and we have put people on in what might
seem to be a relatively slow manner, but we felt it was better over
the long pull to take people on relatively slowly rather than to go on
and, say, put on two or tree or four people at one time, and it seems
to me that it is very difficult for a person to assimilate what is going
on within the foundation and, therefore, we felt that one person com-
ing on at a time would have the benefit of talking and conversing with
the other trustees and getting up to date more quickly that way.
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Mr. SIMPsoN. Are they selected and elected by the present board?

Mr. FORD. Yes, sir; they are.

Mr. sIMPSON. I should think that one of the considerations would
be a certain amount of business sense, and evidently that would assure
some continuity and interest in the preservation of the assets of the
foundation.

Mr. FORD. We.certainly do.

Mr. SIMPSON. The welfare of the Ford Motor Co. It should — —

Mr. FORD. I agree with you. We certainly want business sense on
the foundation. We want people with business acumen and business
knowledge, and of general good common sense.

On the other hand, we feel that it would be highly inadvisable to
have people who are connected with the Ford Motor Co. in numbers
represented on the foundation board of trustees, because we open
ourselves, sir, in that way to the accusation that the Ford Motor Co.
is controlling the foundation, and is dealing with itself, which we
felt would be very disadvantageous and, from a public-relations
standpoint, highl%vinadvisable, Sir.

Mr: SIMPSON. Well, if I may suggest, if you were to be unwise
enough to make very poor selections on your board of trustees of the
foundation, and were to be profligate with your money, and put it into
purposes which were not consistent with these you have discussed
so far, I can see how you would not only hurt your foundation but
the Ford Motor Co. We want to preserve the foundation, and dd that
by preserving your assets.

Mr. FORD. I agree with you, sir.

Mr. SIMPsoN._ That is all, Mr. Chairman.

Mr. FORAID. Mr. Ford, are the trustees of your organization serving
without ga% or are they remunerated?

Mr. FORD. No, sir, Mr. Forand ; we pay our trustees $5,000 a year.
We feel that this is justified, and they earn a great deal, more than
that.

We feel that they deserve some compensation for the time and effort
that they Ext into our problems.

Mr. FORAND. That is a fixed compensation and not based upon the
percentage of the assets of the foundation, is it?

Mr. FORD. No, sir; it is just a fixed compensation, and we have never
changed it, and we have no plans to change it, sir.

Mr. FORAND. Thank you, sir. _

Mr. KEELS. You gave that matter of compensation of trustees con-
siderable study, I think, did you not, Mr. Ford, or, Mr. Gaither did
or his group did?

Mr. FORD. We have.

In the beginning we had no compensation and, as the board became
large and the amount of time required, and the amount of effort to
be put in by each one of the individual trustees increased, and in
reviewing what had been done not bﬁ business institutions, but, as
[ understand it, in some cases, by other foundations, it was evident
that it was the thing that was pretty generally accepted, and we felt
that we would not be criticized for such a move:

Wethought it was the only fair thing to do, and we have done it.

Mr. KEELE. All right.

You have . no reason at this time to reverse your decision in that
respect; you feel it is working out well?
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Mr. 'Foxn; No, sir. Ido, not have any reason to reverse it, in my
estimation; I do not know how the other trustees feel about it.

Mr. KiEis. Those are all the questions I have.

The CHAIRMAN. Mr. Chairman, I see no room for unfavorable criti-
cism of anything that Mr. Ford has said. The observation that I
might make, and which would be most satisfactor.g to myself, and best
express MYy views, is that Mr. Ford and his young brother are chips off
the old block.

Mr. Foxn. Thank you, sir. )

Mr. HAYS. Mr. Keele, do you have any other questions?

Mr. KEELE. Well, most of the material that we expect to have intro-
duced here will come from Mr. Hoffman. Mr. Ford could tell us much
of the same thing as could Mr. Gaither, but' to avoid-I1 have two or
three more questions, after you finish, Mr. Simpson, but that is about
all.

Mr. SIMPsoN. This is a matter of policy. After an award or a grant
is made, are your hands entirely freed from the ultimate use of that
money, or do you have a continuing check to make certain that it is
used in accordance with the intention of the trustees?

Mr. Foin. Well, we have a follow-up procedure, Mr. Simpson, to
see that the money is spent in accordance with the way that we have
designated that it 'should be spent.

In some cases, we actually have our own people, our own paid staff,
on the ground to watch this dime by dime, as it were, or penny by

enny.

P }Slome cases' where we give to larger institutions, we are not able
to follow it up into the smallest detail, but we do watch the programs,
and we, do see that they follow out to the best of our ability the pro-
‘grams o which we gave the money.

~ We specifically do not give to an institution just because it, is an
institution. For instance, we would not give money just to Harvard
University for the sake of giving money to Harvard -University. If
Harvard University had a specific program that we felt fell within the
five areas, and one which we felt would be within the scope of the
things that we would try to do, we would give to such a program.

We would evaluate the program and study the program, and then
1,&?iive to the program, and we would then follow up after the donation

ad been made to see that the funds were properly used.

Mr. SIMrsox. Yes.

Mr. Ford, I know you are familiar with the resolution under which
this committee was Created.

Mr. FORD. Yes, sir.

Mr. SIMPSON. It is inconceivable to me that with the intent of your
trustees or trustees of any foundation with which I am familiar, they
would grant money which should be used for purposes which might bé
termed "un-American" in any-sense whatever.

Now, at the same time, this situation "is alleged to exist in .some
places, namely, that foundation money has' been used 10T un-American

purposes.
T%e only way that would be possible, if it exists, is if the will of the
trustees was violated, and that is why [ inquired whether you have a
continuing survey of the use of the money to the extent that you could
-withdraw if you found that the money was being used improperly.
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Mr. Foiio. I do not know, sir, whether we could withdraw a particu-
lar grant that we had made. We have never faced the situation and,
possibly, we could. I would hope that we could if we found out that
anything subversive or of a socialistic nature would exist.

Mr. SIMPSON. Yep, that is what I mean.

Mr. FORD. Actually, we have never been faced with a situation
where we have had to withdraw funds for those reasons or for any
other reason, and I would be unable to tell you whether that would be
legally possible. I could tell you this, that we would never give them
another dime, but whether we could take back what we had already
given is just a question I cannot answer.

Mr. SIMPSON. Certainly, the unexpended amount.

Mr. FORD. Yes, we could hold that back; yes, sir.

Mr. SIMPSON. That is all I have.

Mr. KFELE. Mr. Ford, there is one thing that has interested us, and
that is the approach that you took to the problem of your activities,.
what they should be.

Normally, ass we understand it, a foundation decides upon a field or
an area which it, is going to enter. Apgarently, the approach taken
by your foundation has been to the problems existing rather than to
an area or field, and I believe that, contrary to the usual practice or
the one we have met most frequently, is this : that you have first
selected your program of activity, and then elected your officers; is
that correct?

Mr. FORD. That is correct; yes, sir;. Mr. Keele.

Mr. KEELE. The usual procedure, of course, is for a foundation to
select its officers and then determine upon the field or area in which it
is going to operate. This may seem a bit personal, but will you tell us
what motivated you in selecting Mr. Hoffman as the president or
operating head?

Mr. FORD. As you have just stated, we did have the results of the
study committee, and had agreed, as trustees, on the areas in which
we wanted to operate.

We had made the decision prior to this time that we wanted to have
the areas outlined, and from there on we would go and find someone
that we felt could best carry out the work as outlined by the' study
report.

e spent some time reviewing the possible people, and we could
never agree on any particular individual to fulll the job of carrying
out the areas, as outlined in the study report.

Mr. Hoffman's name was suggested, and we all readily agreed that
he was the fellow who could best do it, in our estimation, in the five
areas.

He had certainly had great experience in the problems of maintain-
ing peace, and in furthering our democracy, and in education, and cer-
tainly in the behavioral sciences, and although he denies an
knowledge of them, I think facetiously, I know he has a great dea
of knowledge 11 those fields.

So we felt, all in all, that he was by far the best fitted to carry out
the areas as outlined in the report, and we then went to him, and [ gave
him a copy of the report and asked him whether he would be interested.

In those days he was still the Administrator of ECA, but [ knew
he was going to get out, and after reading the report and surveying
the problem, I believe he said that in the beginning he did not feel
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that he was very much interested, but after he had read the report
and had reviewed the areas in which the trustees felt there was some-
thing to be done, he felt there was a contribution that the foundation
could make, and he accepted.

Mr. KEELE. Did you consider at that time the advisability of at-
tempting to obtain the services of some person who had been experi-
encedin the foundation field?

Mr. Foxy. No, sir; we did not.

Mr. KEELE. You decided that Mr. Hoffman was the man who filled
the bill as far as you were concerned, and that he was the man you
wanted?

Mr. FORD. Yes, sir; that is correct.

Mr. KEELE. Were the choices as to the other members of the staff -
I mean those who were the officers and associate directors, and so
forth-made on the same general basis?

Mr. FORD. I believe that it is fair to say that the choices of the staff
were almost completely left to Mr. Hofman's original recommenda-
tions, with the approval of the trustees, after he had chosen the spe-
cific individuals.

The CHAIRMAN. You mean by that Mr. Hoffman has operated as
probably the controlling influence in the foundation?

Mr. FORD. In the fact, Judge Cox, that he is the operating head.
However, the trustees have final approval on all the donations, appro-
priations, and grants which the foundation makes, and also we have
the right of a veto over individuals whom he might select as important
operating people within the foundation.

The CHAIRMAN. That is a fair and satisfactory answer.

Mr. KEELE. [ have no further questions at this time.

Mr. HAYS. Thank you, Mr. Ford.

Mr. Paul Hoffman will be our next witness, and the committee will
be in recess until 2 o'clock.

gWhereupon, at 12 o'clock noon a recess was taken, to reconvene
at 2 p. m. the same day.)

AFTERNOON SESSION

Mr. HAYS. The committee will be in session.

Our first witness is the distinguished American, Mr. Paul Hoffman,
president of the Ford Foundation. Mr, Hofman, it is always a
pleasure to have you before our committee. We recall with pleasure
your 1;;revious appearances before many of the standing committees
and the very great service that you have rendered the country.

Mr. HOFFMAN. Thank you, sir.

Mr. HAYS. This is a new role for you, but one that we are happy
to have you fill, and we will appreciate any help that you can give
us in the assignment that Congress gave US in the resolution with
which you are familiar.

All of us have but one purpose, and that is to strengthen our de-
fenses, and I am sure that you can be helpful, and we are therefore
happy to have you give us your experience and opinion with respect
to the problems.

Mr. HOFFMAN. Thank you very much indeed, Mr. Chairman. We
will certainly help as best we can because W€ do regard this as a
cooperative effort, and we think much good will come out of it.
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Mr. HAYS. Mr. Keele, will you proceed.
Mr. KEELS. Mr. Hoffman, Will you state for the record your name,
place of residence, and your business or occupation at the present time?

STATEMENT OF PAUL G. HOFFMAN, PRESIDENT AND DIRECTOR,
FORD FOUNDATION

Mr. HOFFMAN. My name is Paul G. Hoffman. My place of resi-
dence is Pasadena, Calif. My occupation is that of president and
director of the Ford Foundation.

The CHAIRMAN. Can you pull the mikes a little bit closer? They
do not seem to be working too satisfactorily.

(Discussion off the record.)

Mr. HAYS. Supf)ose you just proceed, Mr. Hoffman.

Mr. HOFFMAN. If they aren't working, [ can raise my voice.

Mr. KEELE. All right, would you give us something of your back-
éround and experience, Mr. Hoffman, before you went with the Ford

oundation.

Mr. HOFFMAN. I was with the Studebaker Corp. for 38 years in
various capacities, except for one and a half years in World War i.

[ was president of Studebaker Corp. from 1935 to 1948. At that
time I "left the corporation and became the Administrator of ECA,
and remained in that capacity until September 30 of 1950, and then
on January 1 I became the president and director of the Ford Foun-
dation, January 1, 1951.

Mr. KEELE. What made you decide to take a job with the Ford
Foundation, Mr. Hoffman?

Mr. HOFFMAN. As Mr. Ford said, he asked me to have a talk with
him some months before I actually took on this post, and asked" me
if I would be interested in being the director of the Ford Foundation.

[ was highly complimented, but almost totally disinterested because
I will admit having then had almost 21/ years in Washington that
[ had a rather nostalgic yearning to get back to private business, but
he asked me at the end of our interview if I would be willing to read
the studff report which Mr. Gaither spoke of this morning, and I said
[ certain 1y would be delighted to read it.

[ did. I found myself, as I think anyone would, very moved and
very excited by the goal set forth in that report, and after I got
through that exercise, I told Mr. Ford I would like to have & second
%ntercxlnew with him, and I asked him in that interview two questions.

sai

"Mr. Ford, I would just like to know if you and your trustees are
as excited about the opportunity by this program as I am."

He assured me that they had become excited long before I had.
And the second question [ asked him was this. I said:

"You realize that if this program is to make a contribution, a real
contribution, it 15 going. to call for very bold and very imaginative
action, and gou might very well with that kind of action invite criti-
cism, probably unavoidable. Are you prepared to take the criticism
that will come if we proceed in a bold manner?"

He assured me that he was; as a matter of fact, I used an illustra-
tion with him. I said
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"You know your grandfather, for whom I had very great respect,
financed a peace ship to Europe and the peace ship never got there,
but it was a very noble gesture on his part. It is quite possible that
in seeking these goals, we may launch some ships that won't get to
shore, and we will have to take that chance, but if we can get one ship
through, it will be worth taking on whatever failures we have to
take on."

He assured me that that was the whole spirit with which the trus-
tees and he were approaching this task. And on that I said, "All
right, I would love to have the job."

Mr. KEELS. What caused you to say to Mr., Ford that you would
probably enter fields or do things which might ring about criticism?
Was it the program that you had read or was it your ideas of the
place of the foundation in society or both?

Mr, HOFFMAN. Well, I think it is both there. I think that basically
if the foundation dollars are to be used most effectively, they should
be used in activities that are what I would call of high risk.

In other words, this is I think, as Mr. Gaither said, the venture
capital of social progress. If a project or an activity is sufficiently
conventional, if it has been proved, it could be financed in some cases
by Government.

If, on the other hand, it happens to be the kind of activity which
has public appeal, you can get those dollars from the public, but
there are any number of activities that can't be financed, should not
be financed, by Government because they are highly experimental,
and also probably cannot be financed by private subscription because
they are either long range in their goals or they don't have any
emotional appeal. May I illustrate?

Mr. KEF. E. Certainly.

Mr. HOFFMAN. For example, you take the behavioral sciences, this
study of what makes us act the way we act as human beings. It would
be I think quite inappropriate for the Congress to appropriate money
for long-range studies on this subject of human behavior.

It is perfectly all right to appropriate money for scientific research
in the field of physical sciences, but in this field, no ; it is too intangible.
The results are too far away.

You couldn't possibly raise private capital for this purpose because
it doesn't have the appeal, for example, of a campaign to raise funds
to try and alleviate the cause of cancer, the problems of heart disease.
It hasn't that kind of emotional appeal, and yet perhaps we don't
know. We have put some eight and a half million dollars in that
field in universities trying to train people and get them interested
and bring new brains into this field.

It is quite possible that out of those studies within the next decade
will come some principles that will be understandable to all us humans,
and therefore contribute to every goal toward which the foundation
is committed, the goal of peace and the strengthening of democratic
institutions, the strengthening of our economy, the improvement of
education.

All those goals finally involve human nature, and if we can,learn
more about NUMAaN nature, we can certainly proceed with more cer-
tainty toward these goals. That . is what r mean by foundations
providing the risk capital.
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I think, Mr. Chairman, you and the Congressmen will agree with
me that it would be entirely inappropriate for the Government to
devote money for that purpose. It would be impossible to raise
private funds, but we can go into that field because we are not a profit-
making institution and therefore don't have to worry about producing
dividends next year, and we don't have to explain to our voters why
we devoted this money for this long-range purpose.

It is only our trustees whom we have to satisfy, who are hard-headed
businessmen, but who can of course give us support because there you
have a chance to give_ the explanation necessary to get the individual
assent.

Mr. KEFLE. But to whom in the last analysis do you feel your
foundation and foundations generally have accountability and re-
sponsibility?

Mr. HOFFMAN. Well, absolute accountability to the public. A
foundation is a public trust. It is accountable to the public, and
unless it pursues its goal in that spirit it is not discharging its
responsibilities.

Mr. SIMPSON. Mr. Chairman, do you mind if I interrupt a moment?

Mr. Hoffman, to the extent that you receive tax advantages through
aa foundation, you are using moneys which otherwise would be used
by the Federal Government.

Mr. HOFFMAN. That's right.

Mr. SIMPSON. You have suggested that there are limitations upon
the Federal Government spending that money if it collected it. How
do you rationalize the use of that money which the Government would
have in taxes but doesn't get, how do you rationalize the expenditure
by foundations for purposes other than what the Government would
undertake?

Mr. HOFFMAN. I think the Government and the foundations must
both work in the public interest, but there are practical limitations
upon what Government can and should do that don't apply. You
know there is this tax exemption. It seems to me that if the public
interest is served-and I think we can show you clearly it can be
served that should be the test.

Mr. SIMPsoN. Aren't you saying in other words the fact that there
are areas where you as citizens believe experimental work should be
done, but the Government, which must be as conservative as are the
Members of Congress who are accountable for the money, dares not
go into that field?

Mr. HOFFMAN. I think that is right. [ think in a manner of speak-
ing we are your agents, you see.

Mr. Sn LPsoN. You are using money in part which otherwise-

Mr. HOFFMAN. That is right, we are your agents. If we don't use
that money in the public interest but I think you oftentimes have
found that you do employ agents who perhaps do. spend money in
ways that would be very difficult to get a direct appropriation for.
[ have in mind a number.

Mr. SIMPSON. It would be unconstitutional in some instances per-
haps.

I13/[r, HOFFMAN. I couldn't answer that. May I illustrate what I
mean?

Mr. SIMPSON. Surely.
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Mr. HOFFMAN. I was coming to this later. I think it fits here
though as an illustration.

In the field of Fleace to which we hope to make some contribution,
we visited with High Commissioner McCloy, of Germany. the
time of our visit there was a great deal of misunderstancﬁng on the
part, of the Germans, the good Germans, as to the American attitudes,
and we asked Mr. McCloy what if a private foundation could make a
contribution toward promoting better understanding on the part of
the good Germans as to the American attitude.

At that time there was a great deal of furor about the rearming of
Germany and a great deal of propaganda on the part of Russia. He
said

"If you would be willing to take a look at the Free University of
Berlin and could help them get that university established, it would
do more to promote understanding between Germany and America
than we could ever accomplish with Government money, because
any time Government money goes in, there is a thought that there.
must be a consideration for it."

We made a complete and thorough investigation. Mr. Ford was
with me, Mr. John Collier, Mr. Hutchins, and others, and concluded
that that university which you perhaps know serves Berlin, and 40

ercent of the st  nts attending the university come from Eastern

ermany, often at the risk of their lives-they come there because
they want education in a free institution.

In fact, the statement was made to me that the $1,000,000 that we
contributed toward that university did more to building understand-
ing and morale than could have been brought about by the spending
of many times that amount through Government channels. So I say
there is this area in which private f%undation funds can be used, defi-
nitely it seems to me, in the public interest, where you could not use
Government funds for that purpose.

Mr. KEELE. Perhaps this might be a, good time for you to comment
on certain activities and projects of your foundation in Pakistan and
Indonesia.

It is not quite the order [-anticipated, but I think this is a natural
place to pick up the question of whether or not they would accept
possibly the funds of Government whereas they will as I understand
it, funds of the foundations. Will you comment on that, Mr. Hoffman?

Mr. HOFFMAN. I will be very glad to. In the first place I want to
make it perfectly clear that we have no delusions of grandeur as to
what we can do. In other words, we know we can only do a little bit
in a few places to help promote peace, but there are these little bits we
can do that we think may make a significant contribution.

For example, a group of us visited India in August of last year,
which by the way is not a good time to visit India from the standpoint
of the weather at that moment.

We visited India. We found a rather high state of tension. We
found that there had been much misunderstanding between their Gov-
ernment and our Government, and we had no idea as to the kind of
reception we would get, but we had first cleared this with the Indian
Government; told them they must not assume that because we visited

India there would be any contributions coming, but we would like to
take a look.
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We were invited by the Government. Mr. Nehru invited us to see
him when we first got there.

I don't know how familiar you are with the problems India is facing.
They can be summed up in this way. India has a Opoopulation of
360,000,000 people. It has an annual budget of $800,000,000. It has
to defend its country externally and internally against communism,
and here is a man upon whom depends the question of whether India
goes Communist or does not.

We felt it important that if there be any little thing we might do to
promote understanding, better understanding, it would be worth while.

We told Mr. Nehru our purpose was just simply, to see if we could
help in any way, and he asked us to see his ministers, which we did.
Out of that evolved a program for assisting the provinces in the estab-
lsishment of something that closely resembles our Rural Extension

ervice.

[ think that ours was a very small part of that program, but perhaps
did provide a trig§er action, and I have good authority that that
trigger action resulting as it did in substantial action on the part of
the provincial government and the Central Government of India, and
on the part of the United States Government, which is now also in the
picture, it is entirely probable that the agricultural yields in India
will be increased some 20 percent in the next 5 years, which is the
difference between an India that hasn't enough food to go around, that
?as 1starvation in India, and that at least is operating at a subsistence

evel.

We can move in there; there is no suspicion of us, because we want
nothing. In other words, we are not trying to get a treaty; we are
not trying to do anything but work people to people.

If we are ever going to have peace in the world, we have got to have
1%1overnments working government to government, and we have got to

ave people. working people to people.

Mr. KEELE. That leads now to another question, and that is, What is
the basis for determination of the spending of & substantial, fractional
but substantial, amount of your funds in foreign countries? I *believe
the record showed something like 13.7 percent.

Mr. HOFFMAN. I think 1t might total a little more than that. [
think you have got to relate this all to the goal.

If your goal 1s peace, contributing toward peace-remember, I said
a little bit in a few places-if your goal is that, what you want to
do is find the places where those dollars will prove to be most effective
in their use.

Now, from the standpoint of this goal, it makes no difference
whether the money is spent in Arkansas, if I may say so, or in India.
We want a world at peace, and I think that every dollar we have ever
spent abroad can be related intimately and closely to the interests of
the American peo le.

If it won't stand that test, then of course it shouldn't be spent.

| know of nothing that is more important to the American people
than the achievement of peace. As| say, without exaggerating at all,
what we can do, we do feel that projects that will contribute toward
éh{ﬂt goal, even in avery small way, have amost afirst call on our

ollars.

Mr. KEELS. Do you supplement the point 4 program overseas in

your overseas activities t
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Mr. HOFFMAN. Not quite as formally as that. In other words, let
me take another country, Pakistan, where we are also operating, a
very important country. ) )

Unless you have visited these new democracies that are struggling
to exist in Asia, you can't appreciate their problems, but they are
right where we were when our country was being founded.

In other words, the last part of the eighteenth century is now being
reproduced in India, Pakistan, Burma, Indonesia, in those countries.

No you take on this question of Pakistan; there you have a country
that has its influence throughout the Moslem world. There on the
question of programs a very different need developed.

.There they have 10 trained mechanics of any kind. = Working with
your hands had never been regarded as dignified, and the people who
are now running that government, who are in charge of that govern-
ment, recognize that they must 01gNILy human labor, and they asked
us to help establish a polytechnic high school, which we did.

We put some million and a half dollars into foreign exchange to
buy the things that they had to buy outside of Pakistan. Pakistan it-
-elf furnishes all the labor, furnishes all of the materials that they can
get locally, because in every program we put 11 overseas an effort is
made to, No. 1, put the responsibility for the planning of the pro-
gram on the local people, and secondly, to provide the very largest
possible participation by the local people in the project.

In Pakistan I think their contribution went considerably beyond
ours, but I think it has a very definite effect and I think it made con-
siderable contribution.

Mr. KFEr.FE. Does the foundation enter into any formal agreements
with those foreign governments? YOU have touched on that.

Mr. HOFFMAN. Yes. We enter into them very definitely. We have
a, formal agreement with the Central Government of India, which
is backed up by agreements with the provincial governments. We
endeavor- whenever we go into a country to see our way out.

In other words, we don't want the country to become a permanent
pensioner, even in a very small way, of the Ford Foundation, so that
in India the program in the first year of this 4-year program we are
putting up about three-quarters of the money, next year about half,
we go down finally so that at the end of the fourth year the.provincial

governments take over the entire, program of training what we like to
cali.these Indian county agents.

The same thing applies as [ say in other countries.

Mr. Cox. May I inquire right there, Mr. Keele ?

Mr Hoffman, are the operations of the foundations, or of your
foundation particularly, of course, within foreign fields in anywise
influenced by our State Department?

Mr. HOFFMAN. Before we go into any foreign country we consult
with everyone about the conditions in that country. In other words,
we had long talks with the people in the State Department about
India.,

Now we are independent, and while we take these safeguards, we
never will compete with the Government 0Nl & program. If Govern-
ment funds are available, either Indian Government, funds in the
case of India, or funds of the United States through pOll’lt 4, we don't
compete. _ We simply try to find the gaps.
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The CHAIRMAN. But in the setting up of your programs in India
and Pakistan, for instance, are you in a measure controlled by the
views of the State Department?

Mr. HOFFMAN. No; we are not controlled by their views. We do
endeavor of course to make sure that what we are doing fits into the
broader program.

If it doesn't, why, it might very well be a waste of money. In other
words, we are fully apprised of what the State Department is doing,
what is being done through U. N., and it is only after we are con-
vinced that there is need and a very great usefulness for some founda-
tion money in that field, do we go into the countrg.

Mr. KEELS. Are your formal agreements subject to the approval
of the State Department?

Mr. HOFFMAN. Oh, no.

Mr. KEELE. I am talking now about formal agreements with foreign
countries.

Mr. HOFFMAN. Strictly between the foundation and the country in
question.

Mr. KEELS. I assume from what you have said that the State De-
partment is not only consulted in advance, but they are kept advised
as to what you are doing.

Mr. HOFFMAN. Certainly, surely.

Mr. KEELE. But there is no formal approval given to your formal
agreements, nor are you subject to their direction; is that right?

Mr. HOFFMAN. That is correct.

Mr. KEELS. But you do not operate counter to their views as to what
is permissible?

Mr. HOFFMAN. Oh, no. If the State Department said, "For rea-
sons that we won't disclose because of high secrecy, we don't think
you ought to operate"

The CHAIRMAN. There are those of us who have the feeling possi-
bly that what the State Department has done as regards India, Pak-
istan, and many others has been quite radical. ~ Of course, what you
are interested in is in cultivating friendship and broadening the in-
fluence of your own country. Have you found that Pakistan is more
stable and is far more friendly to our country than is India proper?

Mr. HOFFMAN. I think that was definitely true, Judge a year aﬁo.

From what evidence we have now from our field representative, Mr.
Ensinger, who is in New Delhi, and who travels the country con-
stantly, I would say that there has been a very definite change of at-
titude on the part of India.

The CHAIRMAN. Have you found something in the behavior of
India that would cause you to feel that she is less interested in Rus-
sia and the ideology of communism than has heretofore been true?

. Mr. Nehru has a record, you understand, and that record estab-
lishes the fact that he lives far to the left. He is, of course, consci-
entious, learned, and strong, but have you seen anything from what
has happened in India proper that WOlﬁ]d indicate a turning back of
that sentiment?

Mr. HOFFMAN. Yes, I definitely have. There has been a very defi-
nite improvement in relations, and from rather long and intimate
talks with Mr. Nehru, I concluded that economics wasn't his field;
that he was trying to feel his way; that he came, I think, to the prob-
lem with a certain prejudice against capitalism, probably because
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some of the capitalists in India perhaps stirred up that prejudice
in his mind. . . D

The CHAIRMAN. You raise a point right there that is giving con-
cern to lots of people. Speaking of capitalism, there are those who
fear, you understand, that the foundations are all creatures of capi-
talism and have in many instances operated to bring the system into
disrepute.

HeR/e you found anything in the record of the foundations that
would support the thought that maybe the foundations do too often
lean too far to the lef&? , )

Mr. HOFFMAN. Judge, after all, I have been associated with a foun-
dation,2 years only and have been very busy on the affairs of the Ford
Foundation, and therefore am not in a position to talk for any
foundation except the Ford Foundation.

The CHAIRMAN. Confine your remarks to the Ford Foundation.
Of course, [ know you do not want to pass judgment on any of the
others, but just on the Ford Foundation. .

Mr. HOFFMAN. I think a very subtle job has to be done. I happen
to believe that we have in America evolved' a new kind of capitalism
that is very different from the capitalism that you would find prevail-
in% in either Europe or Asia.

think that while you can go out and preach it, if by deeds we
get across interest in this American economy, not by preaching, be-
cause it won't work, but by deeds, we promote an interest in Ameri-
can capitalist system.

And [ want to tell you that it is only as you learn about so-called
capitalism and about socialism I other countries that you can really
appreciate what we have here in America.

e have got something terrific, and the rest of the world doesn't
know about it, and probably, as I say, they can't learn quickly, but
what we have, what we have evolved, is 2 new form of free society
here that is enormously productive and which the benefits of that
production are fairly distributed.

As I say, the thing that [ was always depressed by in both Europe
and Asia was the fact that it is so hard to make the people understand.

We talk about American capitalism. We aren't talﬁing about the
kind of capitalism that they have in too many countries.

The CHAIRMAN. We have our own kind of capitalism. _

Mr. HOFFMAN. I really feel that the work of the foundations-as
[ say, I don't want to exaggerate it, because after all, in these goals

ou are seeking, we are seeking, we have been at it for centuries and
Pillions of dolfars have been spent, and we have only a relatively
few dollars, so we must not exaggerate what we do, but I really feel
that in this work which we are doing abroad, and for that matter the
work we are doing home, that we are strengthening this American
society, this American way Of life, if you want to put it in that way,
in a way that perhaps is rather unique and that perhaps only foun-
dation dollars can be used to strengthen.

The CHAIRMAN. Do you find aything in the record of the Ford
Foundation, taking into consideration the manner in which the funds
have been expended, the type of people that it has selected as its
managers, as its trustees, that would indicate such an interest in
socialism as would justify the criticism that is quite often heard?

Mr. HOFFMAN. [ certainly don't.

256T7-53-16



236 TAX-EXEMPT FOUNDATIONS

The CHAIRMAN. You do not?

Mr. HOFFMAN. I do not; as I say, I think that most of us know too
much about socialism, and it is a very anemic form of economic organi-
zation. It does'nt work well for the people.

The CHAIRMAN. In your foreign operations, have you confined your
interest to countries tﬁat are entirely friendly to us?  Have you gone
into countries that are behind the iron curtain?

Mr. HOFFMAN. The only operation that we have behind the iron
curtain is the operation in Berlin.

The CHAIRMAN. s the Berlin University in the American zone?

Mr. HOFFMAN. Free university in Berlin is in the American zone.

The CInIRMAN. I did understand you to say that 40 percent of the
students of the University of Berlin are from the Russian zone?

Mr. HoFFMAN. That is right.

The CHAIRMAN. And that to the extent that theﬁ have, been benefited
as a result of what you have done, you have to that extent penetrated
behind the iron curtain?

Mr. HOFF MAN. I think perhaps that the young people being trained
at that free university in Berlin are going to be the future leaders
of a free Germany, a free Eastern Germany.

When that will come, I don't know; but they come into the uni-
versity-you might be interested in knowing the university didn't
start until I think 1948, with a handful of students and a handful of
professors.

Today it has 275 professors, 5,500 students. These young German
boys and girls, [ assure you, one of the most thrilling things you could
ever do would be to just sit down with them, because they really know
how important freedom is.

The CHAIRMAN. Is the University of Berlin as conservative as our
great American universities, which could still be far to the left?

Mr. HOFFMAN. Well, I would say from what I know about the free
University of Berlin, that it would be a middle-of-the-road institution.
That is where [ would peg it.

The CHAIRMAN. Well, then, as I gather from what you say, the pur-
pose of the Ford Foundation is to confine its operations to somewhere
near the middle of the road?

Mr. HOFFMAN. Yes; I think that is a fair statement.

The CHAIRMAN. [ hope that is true.

Mr. HOFFMAN. Yes ; I think so. You yourself said India leans to-
ward the left. We are in India.

Pakistan, I think, is far to the right with their government, although
it is a forward-looking government. It is a middle-of-the-road gov-
ernment. I think that is a fair statement, Judge. .

The CHAIRMAN. What percent of your grant or your giving goes
into foreign countries?

er.d HOFFMAN. Something less than 17 percent of our dollars go
abroad.

The CHAIRMAN. How did you reach that figure?

Mr. HOFFMAN. That just happens that way. We never have put the
test of: "Shall we send this many dollars aboard, spend this many
dollars?"

What we are after is certain goals. In other words, we are ?t ~ing,
as Mr. Gaither said, to do what we can to bring about peace. ~We are
trying to strengthen the democratic institutions as best we can, our



TAX-EXEMPT FOUNDATIONS 237

own domestic economy, improve education, advance the behavioral
sciences, and the locale where the dollars should be spent ii determined
by an effort on our part to get maximum value out of that in,terms of
the goal we are seeking.

T%e O .nuAN. Has the question of whether or not there should be
a grant of tax exemption on funds of foundations that went into for-
eign fields arisen in your mind 9 .

Mr. HOFFMAN. It never has, because I think the important thing is
the goal. After all, what is more important to the American 1people
than peace, and if we can help bring peace by working in Berlin and
India,: that is of great importance to the American people any way
you figure it.

The"CsA.TMAN. Thank you, sir.

Mr. KEELS. To what extent do you follow Up these grants made to
countries where shall we say, there are tensions, to see that the funds

0 not eventually get into the hands of Communist influences or are
not available to them?

Mr. HoFFMAN. As I said earlier, we never finance a vague 1pro ram.
The program we finance is specific, and the terms are set forth in a
Con"iract so we know what we are financing and can follow it up very
easily.

In India we have a resident agent; we have a resident agent in the
Near East where we are also operating. We do not have a resident
agent in Berlin, but we have Wags to follow u}t) and make sure that
money is being spent as it should be spent or as the agreement was 'to
spend it. I think we can $ay we have whatever follow-up is necessary
to make sure that our funds are devoted to the purposes set forth in
the contracts and these projects. .

Mr. ~EFT.F. You might tell us at this time something of the organs-
nation that you have in foreign countries. Of what does it consist,
and how many people, who those people are, how they are selected,
just generally.

Mr. HOFFMAN. I can give you the precise statistics if I look in my
black book. I can tell you we operate with as small a staff as possible.

In other' words, Mr. Ensinger we have as resident, officer in New
Delhi, and are establishing a resident officer in Pakistan. We already
have a resident office 1n Lebanon. Mr. Ken Iverson is following our
activity in that area. Also, the only places we have resident agents
today because those are the only places we have any programs —

Mr. KEu . What are the duties of resident agents?

Mr. HOFFMAN. First of all they of course are responsible in part
for the development of the progtam. They bring the proposals to
us 1n some instances.

For the most part, however, our programs are established by a
working committee which we send out from here, and the work of the
resident a%{ent therefore is more administrative than anything else.

He is to keep in touch with the projects primarily to make sure the
money is spent for the purposes for which it was committed, and
secondly he 1S to keep us informed of conditions and keep us informed
as to whether we are getting results we hoped for from the program.

Mr. KEELE. As I understand it the duties of these resident agents
are somewhat different from the duties of the field teams you send out
to survey the situation in advance.

Mr. HOFFMAN. That. is right.
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Mr. KEELE. In other words, there are two stages, I take it, to this
expenditure.of money over there in foreign countries. One, you send
out a team to survey the situation and make recommendations, and
secondly you send out your own people to observe the administration.

Mr. HOFFMAN. After we have the program established, Mr. Keele.
You are quite right.

Mr. KEELS. And that is the control you have?

Mr. HOFFMAN. That's right.

Mr. KEELE. Or the way, at least, that you follow up these grants?

Mr. HOFFMAN. That is right.

Mr. KEELE. Now you were speaking about middle-of-the-road insti-
tutions, but before that you spoke of experimental work.

I wonder if you would explain how it is possible, if it is possible, to
experiment in fields which may be controversial and still maintain
an attitude of not getting off to the left or to the right.

Mr. HOFFMAN. Well, most of the work we do is not critical in
nature, so that we don't really have this yroblem. of right or left. I
will go now into the field of education where we are spending a very
substantial part of our annual income right here in America.

I know you are going to call on Mr. Eurich and Mr. Hutchins later,
but I will take one experiment to illustrate this point. There has been,
[ think, a certain amount of uneasiness among educators as to whether
our teachers are being appropriately and well trained, and never does
the foundation through its funds attempt to dictate as to what should
be done. We merely are glad to finance experiments, and perhaps one
of the most challenging experiments we have is going on now in
Arkansas.

That is an experiment in teacher training quite different from that
practiced as in certain other parts of the country. In other words, it
involves major emphasis on the requirement by the prospective teach-'
ers of a liberal education, and then their actual training through in-
ternships, whereas in some areas the emphasis has been pretty largely
on teaching techniques, in other words, high school, and you go to a
teaching college and get a thorough training in teaching techniques.

What is involved here is an experiment to see whether through in-
ternships through a more formal education a better teaching can result.
We don't know. We don't have any preconceived ideas.

That does not involve whether it is left or right, and that is charac-
teristic, I would say, of most of the experiments that we finance.
There is no political consideration involved. I am just trying to
bring to my mind other projects. There may be some coming along.
[ can look through the list, but as of the moment I don't recall any
where I can say this is right, .left, or middle.

The CHAIRMAN. Has the foundation manifested any concern over
the extreme radicalism that is found in the teachings of this country
from the university schools right on down to the high schools?

Mr. HOFFMAN. I think the approach there is this, Judge : That as
these experiments develop, I think the best possible cure for radical-
ism is knowledge, and as teachers are given the opportunity to acquire
knowledge an become good teachers, they, Ip%)hink, by the very
process of learning become less radical.

The CHAIRMAN. How long do you think it would take to educate a
confirmed Communist teacher out of his Communist leanings? The
possibility isn't very great, is it?
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Mr. HOFFMAN. I would say if you mean a hard-core Communist,
he is a fanatic and can't be reached through reason.

The CHAIRMAN. They are all more or less fanatical, are they not?

Mr. HOFFMAN. Yes. As Isay, [ have no way of knowing how
many confirmed Communists are teaching. I don't think a confirmed
Communist, of course, could teach objectively, myself.

Mr. FORAND. Mr. Hoffman, does your organization pay over the
funds to some individual or always to some organization?

Mr. HOFFMAN.. Almost always through another organization.

Mr. FORAND. Rather than directly to some individual, it is through
an organization?

Mr. -HOFFMAN. Yes. As a matter of fact we have employed very
largely what I would call, because of my business background, sub-
contracting. In other words, we do a great deal of subcontracting,
and we feel in that way we can bring in additional brain power into
the operation, and we also can get quicker results.

Mr. FORAND. How much study is given to the caliber of the sub-
contractor?

Mr. HOFFMAN. I think we do a very thorough job. First of all, we
not only check the staff of any organization to which we are going
to give money, but we go behind that, and we check their board of
girectors, and then we also check any other sources of finance they

ave.

Mr. KEELE. How do you check them?

Mr. HOFFMAN. Well, you check the individuals by methods with
which we are all familiar.

I think that if you will give me a list of people for any board of
directors, within 48 hours or maybe 72, I can have not only the formal
checks that you can get throu lookinl% their records up and seeing
whether they pay their bills and things like that, but beyond that there
is hardly a place in the country that we can't telephone to people and
say, "We are taking a look at this particular organization. What do
you know about R. A. Jones? What is his record?"

We can get it on a very confidential basis.

When it comes to sources of funds, unless they are willing to disclose
sources of funds to us, we wouldn't go ahead with it, so it really is not
difficult to make the checks that I am suggesting be made.

Mr. KEELS. Going back for a moment to the expenditures in foreign
countries, are you prepared to say what proportion of the money that
is spent overseas by the Ford Foundation is used for the purchase of
materials or commodities here in the United States?

Mr. HOFFMAN. Well, Xou are getting into the field of economics, and
[ can just make a broad and general statement that there is no dollar
ever spent abroad that does not have to come home to be spent finally,
because this is the home of the dollar.

Furthermore, in the present situation of the world it comes home in
a great hurry because there is such demand for American goods
throughout the world that there is just a desperate need of American
dollars, so a dollar that goes out from our shores comes hurrying back
to buy something American.

Mr. KEELS. Do you have any policy or agreement whether or not
foundation dollars spent for commodities must be purchased in the
American market or anything of that kind or are they free to purchase
where they choose?
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Mr. HOFFMAN. They can purchase wherever they can get the most
for that dollar.

Mr. KEELE. Would you say something of the nature of the work
that is bein%done under the Ford auspices in Pakistan, for instance?

Mr. HOFFMAN. I will be very glad to. I said earlier that in Pak=
istan the problem is training mechanics. That is the real proble'.
They have automobiles there, they have tractors there, but they have
nobody to keep them running.

You have this age-old tradition that it is something undignified,
there is something undignified about working with your hands, so that
the Pakistanian Government asked us if we would not cooperate and
collaborate with them in the development of a polytechnic high
school-it isn't really a high school, but they call it that-to train
mechanics in those trades and a domestic-science school to train the
women in home economics. Those were two separate ventures.

We put approximately a million and a half dollars into the poly-
technic high school. ~Fortunately, we were able to get the deputy ag—
ministrator of one of the best trade schools in America, from Boston,
to go to Pakistan and take this on. He is having a very exciting time
building up this polytechnic school there.

My guess 1S that land, native materials, and labor, taking them to-
gether the Pakistanian Government is probably putting considerably
more in than we are, more into that venture.

Mr. KEELE. I would like to ask you whether you asked the foreign
governments to match your funds to any extent.

Mr. HOFFMAN. We have a formal contract with them in which we
agreed to put so many dollars for so many things. Most of that equip-
ment has to come from America. We can get some things in England.
If we can get them there, that is perfectly all right with us.

We do not specify America, because if the dollar goes to England,
say, it only goes there long enough to stop for a few minutes and it is
on its way back to America to buy some wheat, so whether it makes a
stop along the way doesn't worry us much. It comes home.

But that is the general way in which We,tfontract. The Indian pro-
éram is a very different program. I Will be glad to give you any

etails you want.

Mr. KEELE. All right, suppose you tell us something about the
Indian program.

Mr. HOFFMAN. In India the problem is food. That is the primary
problem, food.

There we found that many of the efforts that had been made to help
the Indians had not been too successful because there had been an
insistence that they abandon certain of the traditional practices of
India, many of the things which we don't understand and don't par-
ticularly approve of, such as letting the sacred cows run around, and
things of that kind.

Well, if you want quick results you can't begin to knock over tradi-
tions in these foreign countries, but we were very fortunate in having
with us in our party Chester Davis, whom [ consider one of the really
great agricultural experts of this country, and he had with him other
very competent people, and we found that there had been experiments

oing on there on the part of one provincial government, in which by
oing very simple things they had increased croF yields over one-third.

They had used better seed. They dug shallow wells. They used
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what they call a green fertilizer, a cover crop, which they plowed
under.

Like most people, the Indian farmers-and, incidentally, they put,
a steel point on the wood plow, and that was about all. Well, those
are simple things that cost very little, but there again they found that
in order to get acceptance of these better methods, they had to go and
demonstrate on the ground. They learned through demonstration.

This had been a 4-year experiment, but so spectacular were its re-
sults that what de did was to agree, working with the provincial gov-
ernments, to establish some 15 training centers, centers that have
about 80 to 100 villages in them, and there those centers are demon-
stration centers in each province and out from those provinces go the
men who are trained within that demonstration center.

It is our hope that in time-and as I say, we provided only a trigger
action : Point 4 is in there now with a program of some $50,000,000
to provide for seed and things of that kind, and other services. ~ We
hope within 5 years perhaps we can reach a substantial percentage of
the 500,000 viﬁages in India.

That is quite an undertaking, but it isn't beyond hope at least that
by, as I say, this program of which we are playing only this small

art, we are taking over because no one else could, really the estab-
ishment of a rural extension service in India, working at this cen-
tral training level.

We are also giving to five agricultural colleges in India funds to
expand their programs for the training of men higher up in agri-
cultural echelons.

Allahabad is an American college with ' practically all Indian in-
structors; however, we gave that college,- which has been operatin,
very successfully for 70 years, I think, or more, $1,000,000 to expan
its I;l)rograms; so, in all, we are providing experts at the various levels
right. down to the man who goes out and says, "Will you give me a
half acre of your ground $o0 I can show you how you can grow more
vxgleat?” We work right from the top down, and that program is in
eftect.

The CHAIRMAN. May I take you back to Pakistan, before you get
too far away.

Mr. HOFF'MAN. Yes, sir.

The CHAIRMAN. Does prejudice against the use of the hands you
referred to exist on the farms?

Mr. HOFFMAN. No. Your great mass of people are agricultural, of
course, Judge. That isn't true of the peasants. You have two classes
there, the merchant class and then you have the peasants.

Now they are breaking that down. There are some very exciting
things going on in the world. This is perhaps getting away from
the main subject, but you have a demonstration of what can be done
that the American people know little about, in Turkey.

In 25 years Turkey has been transformed from a feudal state, a
state that was living in the traditions of a thousand years ago, a trans-
formation under the leadership of a very great man, one of the great
men of the present age, Ataturk, the plans he laid down that toda
you can say with assurance it is one of the bastions of the free world
and is' on the road toward being a sound modern democracy.

The CHAIRMAN. Do you see that same difficulty in India proper 1

Mr. HOFFMAN. | think that the problem of India is more difficult
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than the ﬁ)lroblem was in Turkey because India has so many divers
people. ey have Hindus, they have Moslems, they have Christians,
and they have some 13 languages they speak in that country. There
is only one common language in India, which is English, and they
are trying to get away from that, so that the problems faced by India
are difficult.

I do think that taking first things first, the first thing I think is to
see that people aren't as hungry as they have been.

The CHAIRMAN. Repeat that, please.

Mr. HOFFMAN. I say the first thing is to see that their agricultural
production is increased.

You might be interested in this. This program, the Etawah project,
called not only for increased agricultural yields but a very simple
health service; very simple. It called for education through three
grades, and also for what they call a resurgence of certain Indian cul-
tural activities.

That four-point program was carried out with remarkable suc-
cess in Etawah, and wherever it has been repeated it has had similar
success or promise of success.

The CHAIRMAN. It just happens I deserve some of the. blame or
the praise, whichever it might be, for point 4. I was going to:ask you
your thought on whether point 4 has been somewhat abused; but never
mind. That's all.

Mr. HAYS. Mr. Hoffman, I believe you could profit by a 5-minute
recess. Suppose we suspend for about 5 minutes

(A short recess.g{

Mr. HAYS. Mr. Keele, will you proceed?

The CHAIRMAN. Let me ask a éluestion that might raise some contro-
versy. Mr. Hoffman, have you detected any clashing in the thinking
of the Ford Foundation and these other foundations as regards what
foundations should probably do in the educational world?

Mr. HOFFMAN. Perhaps I shouldn't admit that [ haven't had a
great deal of contact with other foundation officials, principally be-
cause we really have been so occupied in trying to get our own program
into action. As far as [ know, [ am not conscious of any conflict, but
[ couldn't speak with too much assurance about that.

Mr. FORAND. Mr. Hoffman, [ think those mikes are dead. Will you
push them away from you and just lift your voice instead?

The CHAIRMAN. We can. hear you better now.

Mr. FORAND. You have got more volume than the mike. _

Mr. KEELS. Mr. Hoffman, what has been the press reactions 1n the
foreign countries where you have operated, toward the foundation's
acf}[vities? i

r. HOFFMAN. [ would have to say it has been overgenerous. In
other words, I think that the press of %India, for example, overstressed
what we had done in India.

For some reason or other it appealed to their imagination, and the
leading peoples of India gave a great deal of attention to the Ford
program, and gave us much more attention than we deserved.

r. KEELE. That was friendly, I take it?

Mr. HOFFMAN. Oh, yes, very friendly.

Mr. KEELE. You were talking at the beginning of your testimony
about the role that foundations %lay and in connection therewith You
said that you deemed it to be their function to go into those fields
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where government could not properly go in, advisedly could not go
in. Are your duplicating point 4's activities in any of those countries?
In other words, are you in a field where government actually is
working?

Mr. HOFFMAN. Sometimes we do a little ice breaking and we get in
there, but we get out. In other words, the minute point 4 will take
over, we move out, because, as [ say, our whole theory is that these
private dollars will have real significance only as they are multipliers.

If we can break in, get something started by the government, prefer-
-ably the government of the country in question, that is our whole effort
in the first instance, having the government of the country we are
working in take over. If they take over, we are out, but if point 4
wants to move in, we move out. In other words, we don't compete.
We have too few dollars.

Mr. KEELE. You are in the private projects. The moment they
follow in behind, you pull out? ] ] _

Mr. HoFF MAN. That's right. We do the pilot operations. I think
we gave proof in India through our private operations that there was
;really great promise of success in our undertakings, and within the
year both point 4 and the local governments were in. We are on our
way out.

I\B/IIr. KEELE. Are there any other areas besides Pakistan, India, and
Berlin where you are operating? .

Mr.  HOFFMAN. Oh, yes; we are operatlr’lﬁlln the Near East, and
there 1S a very different situation there. ere we are feeling our
way, because there you just have emerging two or three governments
that are strong enough, so you could even make a contract with them,
you see-just beginning to emerge. There what we are doing at the
present time is trying to keep alive those very few institutions that are
promoting understanding and good will toward the Western World.

Mr. KEEwE. What is the attitude of those governments down there
with reference to your activities in comparison with their attitude
toward the expenditure of point 4 money, let us say.

Mr. HOFFMAN. Well, as far as | know we have never had any gov-
ernment Unwilling to accept whatever help we felt we could offer.

I-don't want to hame the countries, for obvious reasons, but there
are two or three countries of very crucial importance to the free world
that, for one reason or another, will not accept government funds.
They have been not only willing but eager to have us come in, because
they know we come in without any political objective.

r. KEELE. So that you can operate in certain countries?

Mr. HOFFMAN. We do.

Mr. KEELE. Which you choose not to name where the government
cannot operate?

Mr. HOFFMAN. We are operating.

Mr. KEELE. We didn't say very much about the organization here
at the beginning of the Ford Foundation. I wonder if we could return
to that for a moment and have you tell us what you did when you
first went, to the Ford Foundation, and especially with reference to
the programming of the activities. )

MFr). HOFFMAN. I will be very glad to. These goals which Mr.
Gaither gave you and which I have repeated, namely, the goal of
peace and the §oal of trying to strengthen democratic institutions,
strengthen the domestic economy and advance education and pioneer
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in the field of behavioral sciences, those are all goals, most of them,
at least four of them, are goals that the people have beenn working
toward for centuries, and that billions of dollars have been spent on.

The first conclusion is that we want to recognize that after all we
don't have billions, we only have a limited amount of money, and in
order to make that limited amount effective, we have got to very care-
fully select the areas in which we will work, even the areas within
those areas, and my first conclusion .personally after I got through
reading the study report and begin to try to envision how a program
might be evolved that would take us toward those goals, my first con-
viction was that I couldn't do it by myself, that I had to have help and
have helyﬁ/[quickly.

[ told Mr. Ford

"The first thing [ am going to do is to try to get four people associ-
ated with me who will approach this task from what I consider to be
the right standpoint, and then after I have gotten four associates,
then I am willing to sit down and start as a group to do some
planning."

It seems to me that these are the criteria that we had to establish.
First of all, anyone going into this kind of activity-and some people
will and some people won't-have got to have a real devotion to the
promotion of human welfare.

Second, they have got to have behind them a rather rich and varied
experience, because the program of the foundation is so varied and
this problem of selectivity comes into such an extent.

The next thing they have got to have is a good deal of imagination,
because following conventional practices won't yield the results we
hope for. In other words, it has got to be a hard content of imagina-
tion and boldness in the program, or it won't produce the results
you want.

If you are going to get that kind of a program, 1you have got to
find peo%le who are bold and imaginative. I wanted also some associ-
ates with a z%lreat deal of courage so that they could hold my hand
-and I could hold their hand on occasion when we are engaging in
some program we know might invite criticism. I think such pro-
grams are bound to develop and we are bound to have failures, and
as I say, | wanted to be sure that I selected as my associates in this
venture men who had those qualities.

Mr. KEELE. Now who are the men that are your associates?

Mr. HorFMAN. I will give them to you alphabetically. Chester
Davis, whom I mentioned. At the time [ selected him he was presi-
dent of the Federal Reserve Bank of St. Louis. He had a very dis-
tinguished career in Government. He also was, I should say, one of
the prime experts on resource development, both domestic and inter-
national. He has a very excellent knowledge of economics and he also
has a great deal of courage.

Next was Mr. Gaither whom you heard this morning and who had,
I think, produced the most brilliant study of philanthropy that, as
far as I know at least, has been produced on this American scene.

. Next was Mr. Hutchins who was, at the time I discussed this with
him, chancelor of the University of Chicago. I had had the oppor-
tunity of knowing Mr. Hutchins because for 15 years I was a trustee
of that university, and like all other trustees, while occasionally Mr.
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Hutchins would come forward with some program that seemed to be
of great departure from the conventional, as some of my other busi-
ness trustees said to me, if you go back over the last 15 years these
programs on which we raised questions about at the time, 95 percent
of the cases proved to be programs that had in. them real advance.
As you know, Mr. Hutchins' father was president of Berea_ College
for years ' and his brother is now president, and 1, doubt if there is
any family that has a more distinguished record 1n education than
the Hutchins family.

The fourth man I had selected was a man I had worked with for
2Y2 years and that is Milton Katz who was the United States special
representative in Europe, administering the Marshall plan in Europe
part of the time that I was Administrator.

All these men have broad interests, but he brought to the founda-
tion, of course a very specialized knowledge of activities both de-
signed to produce development within countries and also a very
specialized knowledge of the kind of activities that will promote
peace. Those are the four men that I selected, and that have been
associated with me since the very start of our planning for the work
of the foundation. ) _ o

Mr. kepr.2. We note one very interesting characteristic of the Ford
Foundation, and that is that it has established certain funds that we
of the staff have termed a sort of decentralization.

[ wonder if .you would comment on that structure and why you
determined upon it, how it has turned out, the type of men you found
to staff that as trustees or as employees.

Mr. HoFTMAN. I would like to very much indeed. As -the five of
us got together and began to take a hard look at these goals, we real-
ized that if we operated as just the Ford Foundation-and,if.I may use
my own term-and did no subcontracting, that the results we could
get would be limited; that if we wanted to get results-quickly and
wanted to get results on a large scale, we had to subcontract, bring-
ing in, if }ﬁossible, existing organizations to do part of the work,
which we have done in any number of cases, but, if necessary, create
organizations, because what we wanted was brain power.

ow take in this field of advancement of education : As all of us
know, that is a field that divides itself naturally between formal edu-
cation and adult education.

We decided to establish two separate funds and with, those funds
we wanted to attract not only a, staff but also wanted to attract as
directors of the funds men who would bring to that activity wisdom
and j udgment. There isn't a single program that has been carried out
in either fields that has not been approvedd by an independent-board,
t}gﬁ' members of which: have a'very special interest in one field or the
other.

We have been very gratified by the tIype of person- that we have been
able to attract into these funds. If I may, I would like- to read the
names to show you the kind of people who have been willing to devote
time to these very vital "problems.

For the fund for the advancement of education, Mr. Frank W.
Abrams is the chairman. He-has had a very great interest in educa-
tion.: He is the chairman of the board of the Standard Oil Co. of
New Jersey.
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Mr. Barry Bingham, who is the publisher of the Courier-Journal
and Louisville Times Co.; Mr. Ralph J. Bunche, who is the Director
of the Division of Trusteeship, United Nations; Mr. Charles;.D.
Dickey, who is the director and vice president of J. P. Morgan. He
has had a very keen interest in education in various universities, but
mostly Yale. .

Next is James H. Douglas, Jr., who is an attorney 11 Chicago ; Mr.
Eurich, who is vice president of the fund. He was formerly presi-
dent of the State University of New York. Mr. Clarence H Faust is
the president of the fund. He came to us as dean of humanities from
Stanford. Mrs. Douglas Horton, formerly president of Wellesley Col-
lege; Mr. Roy E. Larsen, president of Time; Mr. Walter Lippmann,
author and journalist; Mr. Paul Mellon, president of the Ol(f omin-
ion Foundation of Pittsburgh; Walter P. Paepcke, chairmann of the
board of Container Corp. of America; Mr. Phillip D. Reed, chair-
man of the board of General Electric; and Mr. Owen J. Roberts,
former Associate Justice of the Supreme Court of the United States.

Well, I think answering certain of the questions I heard this morn-
ing that were asked, that that board embodies so much common sense
and so much experience that they are not going to approve any crack-

ot exgeriments, but they will approve experiments, no matter how
old, that hold real promise.

Mr. KEELE. How does that fund operate? What is its connection
with the Ford Foundation? What is the relationship?

Mr. HOFFMAN. 1t is an independent fund. What they do is come to
us not necessarily only once a year but they are now in the process
of developing a program for next year. I had better talk about this
last year.

The CHAIRMAN. What is the source of the fund?

Mr. HOFFMAN. The fund comes from the Ford Foundation. We
are. ithe sole supplier of money to this fund, although that isn't neces-
sarily so.

Th}; are independent and if they wanted to turn from us to someone
e}llse they could, but of course we are a reliable source of funds for
them.

They came to us last year with a program that called for a total I
think of $9,000,000, and they presented their program. OQur trustees
are hard-working trustees. They spent a full week going over our
program for 1952.

e CHAIRMAN. All right, you might return now to Mr. Keele's
question.

Mr. KEELE. I think that was part of it, Judge.

The CHAIRMAN. [ may sometimes ask' a question that does not seem
to be wholly relevant bécause I am unable to hear all you are saying.
Mr. HOFFMAN. My voice is not carrying now? [ will try again.

The officers of this fund come to the Ford Foundation, the trustees
of the Ford Foundation, once a year, and they present a program
in general terms.

I mean. they might want to spend X dollars for teacherr education.
They want to spent X dollars to provide fellowships for high school
teachers. They want to provide )E) dollars for scholarships, and that

rogram is either alpgroved or not approved. If it is approved, the
unds are made available.
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Now when 'they come to us for additional they have to of course
account, for the money that was given them 11 the previous year.

As a matter of fact, we have a running liaison with them, a con-
tinuing liaison, so that we know pretty well almost from month to
month the results they are getting, but We have over the fund for
advancement of education and the %und for adult education about the
same power that you in Congress have over an executive agency.

In other words, I can very well recall having to come before Con-
gress and say, "This is the way we spent the money last year. We
want this much this year," and we had to justify what we had done
with the money previously given us or we got no more, or had it cut
hack. Now that is exactly the relationshig) of the fund to the Ford
Foundation, these two funds. Is that clear:

Mr. KEELS. All right, do I state it correctly? The fund was set
up, several funds, but we are talking about the fund for advance.
ment of education; that fund was set up by the Ford Foundation
and it is staffed by men selected by the Ford Foundation?

Mr. HOFFMAN. As directors.

Mr. KEELE. Not staff; trustees or directors. You call these men
directors, is that right'?

Mr. HOFFMAN. That's right. Those directors are selected by the
Ford Foundation. Having selected them, you give them complete
control of the way in which they dispose of the funds which you
grant them.

Mr. HOFFMAN., That's right.

Mr. KEELS. Subject, however, of course to the fact that when they
return and ask for additional funds for the next year, let us say,
they have got to account for what they did and present their program
irefwgyall

" HOFFMAN. I will have to amend that slightly.. Theyhave com-
plete power to spend the money in accordance with the program
presented and approved. The program is presented in general terms,
not in detail. In other words, they come to us and ask us for funds for
we will say a" series of projects, and funds are supplied for that
program.

Now if they want to go into another field, they have got to,come back
and they do come back and ask for a supplemental appropriation.
But they can't, without involving themselves perhaps in some trouble,
take” money that we have allocated to them for fellowships and spend
that to build a new schoolhouse out in Idaho. That would not be in
accordance with our understanding.

Mr. KEELE. But so long as they stay within the limits of the pur-
poses set out by them in their projects, then the manner in which they
spend it is @ matter of their business?

Mr. HOFFMAN. That's right.

Mr. KEELE. And are there other funds besides that fund? What are
the other funds, Mr. Hoffman?

Mr. HOFFMAN. Well, we have the Fund for Adult Education in that
same field. I don't think I will take time to read you the list of
people, because I think the people are similar in caliber to the people
who are on the fund for the advancement of education.

In the field of peace where we are operating, we have two independ-
ent funds also. One fund we call the East European Fund. That
fund has several purposes. Its purpose, I should say in the first in-
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stance, is to finance projects which will add to our knowledge of
Russia.

There are some scholarships there provided for individuals who
want to make a study of Russia. There is also provision in that fund
for publishing monographs from Russian scientists who have escaped
and come to America, and I think I can say that out of that work has
come material of considerable value at times to our Government. and
a source of very rich and important information.

That fund also supervises or helps these escapees or emigrees from
countries behind the curtain to accommodate themselves to freedom.
We do subcontract most of that, and we have found that people com-
ing out of countries where they have led completely regimented
lives I 1

Mr. SIMPsoN. From where?

Mr. Hon-MAN. These people coming from countries where they had
led completely regimented lives were helpless in America. They had
been told what to do from morning until night and they put them-
selves in a country that is free and they Just didn't know what to do.

You take, for example, these two aviators, as you may recall, who
escaped and came to America. One of them voluntarily went back to
Russia because he didn't know how to accommodate himself to
freedom.

We have found it is very important to provide for reeducation of
these people for a certain length of time, and just accustom them to
making decisions for themselves, ordering their own lives. That work
has been done through a number of organizations, but we think it was
important work as long as there was quite a stream of people coming in.

The CHAIRMAN. Have you at the present time succeeded in con-
verting any one of these people?

Mr. HoFFMAN. These people are all people who left the countries
behind the curtain ; who escaped. They are for the most part escapees
or displaced people, and they came here because they wanted freedom.

But still even wanting it, they have to have a little retraining before
they can really accustom themselves to freedom.

That fund also has as a subsidiary the Chekoff Publishing Co. The
Chekoff Publishing Co. publishes Russian classics in Russian and
makes them available on a commercial basis to Russians in this country
and throughout the world.

Many of the great Russian classics have been of course onn the black-
list of the Kremlin, and to keep alive some of these Russian traditions
among the Russian people outside seems to have been no more a
useful device than the publishing of some of these books.

Incidentally, the Chekoff Publishing Co. is having unexpected sale
of those books among the Russians. They also translate into Russian
some of our American classics and make them available to the Russians
so that they can have some understanding of American literature.

There again there is an avid interest in all things American, but
of course most of the emigrees from Russia living outside of Russia,
most of them read only Russian, and the only Russian literature avail-
able to them was Communist literature. We are trying to make lit-
erature available to them that is non-Communist, and we think that
that is performing a useful enterprise.
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We think that Chekoff Publishing Co. is doing a-most important
work and at @ somewhat lower subsidy than we thought it would
require.

l%ﬁs East European Fund was originally directed by Mr. George
Kennan who, of course, had to give up that post when he went as
Ambassador to Russia,'and in his place Dr. Philip Moseley, of Colum
bia University, was elected. That is one of the two funds as I said
operating in that field.

The other fund is an intercultural publications corporation. That
fund is publishing in the first instance a quarterly magazine called
ProsEectus, which is circulating among--I hate to use the word, but I
think it fits-the intelligentsia of foreign countries.

[ think every one who has worked abroad is impressed and depressed
by the lack of understanding on the part of the foreign intellectuals
of American culture. They haven't been subjected to it, it hasn't been
available to them because the cost of American magazines, cultural
ma azines, abroad is prohibitive.

is prospectus is being published in a number of languages. We
think it will make a very important contribution to a better under-
standing of America. Of course, this 1§ a fact that is worth perhaps
puttingsome emphasis on : That in the Far East, for example, and all
through Asia most of these new governments are being run today bf,
or are under control of what we would call in America, the intel-
lectuals, and it is very important that those intellectuals have some
understanding of America, so We have this fund which is publishing
this magazine.

It will probably engage in other ventures of cultural activity, with
the purpose of promoting understanding among intellectuals through-
out the world of this America of ours.

Mr. SIMP9oN. How is it distributed

Mr. HOFFMAN. It is distributed through commercial channels, but
at d low cost. It is a subsidized publication. The president of that
company, Mr. J. Laughlin, of Pittsburgh, either has just returned or
has been in India, where one of the major problems from the stand-
point of promoting understanding is this : The Communists flood
Indiawith literature at low cost, subsidized cost. 'In other words,
for the equivalent of 10 cents you can buy a book on communism,
but the only books that tell about America cost over $2.50, and an
Indian hasn't got $2.50.

We are hoping that we can perhaps get into that field in a some-
what larger way and make available to the people who really want to
know, the scholars of India-and oftentimes they are eager to make a
sound judgment, but hey don't have available

The CHAIRMAN. 'In formulating a program like that, would you use
the Indian as your expert to put together this book that you expect to
make available to the Indians at low cost?

Mr. HOFFMAN. This magazine, Judge, Prospectus, is a magazine
which gives once every quarter the best of contemporary American
literature and also articles on art. That is pure American.

The CHAIRMAN. Unhappily we have not been too successful in
our programs that we have sought to broadcast to the rest of the world.
Take, for instance, the Voice of America. At one time it was-I will

not }Slay In disrepute, but it was not regarded as amounting to very
much.
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Of course, I think it has improved, improved considerably, but I
was wondering if the people in this particular undertaking that you
referred to were taking pains to guard against repeating the mistakes
made by "( the Voice of America.

Mr. HOFFMAN. Yes ; I think I can answer that affirmatively, Judge,
and tell you that we wouldn't do anything in India unless we had
counsel and advice from the best-informed people in India.

Mr. KEELE. That was the question you wanted to ask, the formula-
tion of that. He said that they would not formulate

The CHAIRMAN. Oh, I got that. I got the force of his statement.
[ heard him.

Mr. SIMPsoN. The Department of State approves it also; do they
not ?

Mr. HOFFMAN. No; we don't submit anything formally to the De-
partment of State, but we wouldn't go into a project without discussing
it, because we want all the information we can get from every source
before we ever reach a decision as to a project.

Mr. SIMPSON. Does the Department of State recognize their limi-
tations in trying to reform foreign countries?

Mr. HOFFMAN. Well, you are asking a question that I can't —

Mr. SIMrsoN. Do they evidence that by coming to you with sugges-
tions as to where you might be able to spend money?

Mr. HOFFMAN. Yes ; they come to us with su%lgestions.

Mr. SIMPSON. Would you care to tell us whether you accept all they
suggest or some that they have suggested you didn't agree to?

at I am interested in knowing is whether they are too extreme
to the left or

Mr. HOFFMAN. No. I don't think that that has entered into it to
an&extent at all, Mr. Simpson.

r. SIMPSON. Could you tell us some areas you didn't care to go
into?

Mr. HOFFMAN. Well, we had a meeﬁing with various people- and
they presented programs to us. Well, they wanted us to go, for
example, into a very elaborate program 1Nl Pakistan that called for
the reclamation of waterlogged lands. Well, it was just too big a
project for us, though undoubtedly a worthy project.

or the most part the projects that came to us we didn't feel repre-
sented the very best use of our limited funds. It wasn't a case of
being left or right, but a question of judgment as to how you would
get the most for your dollars.

Mr. SIMPSON. This opens a subject that I am interested in, and
that is this : The record made before the committee has been highly
favorable to foundations. You and the other 'witnesses have pre-
sented a very fine case as to why they should be continued. I know
you believe in them.

Do you think they should be bigger and better? Should they be
bigger and better, and more of them . '

r. HOFFMAN. Bigger and better foundations?

Mr. siMPsON. That's right. Should we encourage as a part of our
national policy the growth of foundations, and putting it all in one
question, should government make it more attractive to individuals
to put their money in foundations than it is today?

r. HOFFMAN. Well, I really feel that foundations such as Rocke-
feller, Carnegie, and, we hope in time, the Ford Foundation, founda-



TAX-EXEMPT FOUNDATIONS 251

tions of this type, have a very great deal to contribute, and I would
ho after you hear all the testimony you would all feel the same way.

Il don't know how much additional encouragement is needed. In
other words, I think the fact that there is a tax exemption is a very

reat encouragement to people with money to put those funds in
oundations.

Mr. SIMPSON. There is a field,, though, you have told us where this
venture capital is needed which Government can't provide or won't
provide.

Mr. HOFFMAN. That's right.

Mr. SIMPSON. At the same time we are told that you are swamped
with requests for money, out of which you can pick only a limited
number?

Mr. HOFFMAN. That's right.

Mr. SIMPSON. Now, does that mean that there is a great area in
which foundations should be allowed to expand and cover more of
the field that ought to be gone into but which you can't because of
the limitation in f%nds ?

Mr. HOFFMAN. I think America would be better off it we had many
times the number of foundations that we now have —

Mr. SIMPSON. You would like it done privately?

Mr. HOFFMAN. Oh, yes.

Mr. SIMI>soN. As distinguished from government?

Mr. HOFFMAN. Oh, yes; [ am sure of that.

. Mr. sSIMPSON. And the State Department having a sort of
iaison

Mr. HOFFMAN. That's right.

Mr. SIMPSON (continuin,%). Between what they think ought to be
done and the private-capital institutions would be advisory and might
work together with government?

Mr. HOFFMAN. That is in the foreign field. Of course, you see, the
major portion of our funds have gone into America. The major part
of our funds are spent right here at home in the first instance.

[ think in the last 2 years our appropriations for education exceed
$35,000,000. That may sound like a large sum, but we had applica-
tions for over $300,000,000. So, while they all wouldn't Pass. the
test, I would say that you could use many timés the number of millions
available today through foundations for American education, to the
great advantage of American education, because [ am one of those
who believe that it is highly important that the indeﬁendent colleges
and universities be kept alive. I don't want to see higher education
in America become exclusively a state enterprise.

Mr. SIMPSON. You don't want, I assume, the Government to con-
trol the foundations in such a way either to direct the use of their
money or to further curtail the ease with which they are created?

Mr. HOFFMAN. I think, sir, that the point there is I don't believe
the Government should control the operations of a foundation; if
they get into operations, I think there will be a curtailment of the
freedom necessary to get most effective use of the dollars.

Mr. SIMPSON. Do you suggest that they still further control the
creation of them?

Mr. HOFFMAN. No. I would encourage their creation. I think
it has already been borne out our attitude is that the foundations are
a pubzlis% 7‘[7r%§t %{19, therefore, the public is entitled to full information
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about their income and about the way they spend their income, and

we feel-1 think this has already been said in these hearings-that if
the foundations operate in a glass bowl you will have self-policing as

aresult. That at least, I would say, would probably tend to correct
most of any evils that may have developed.

Mr. SIMPSON. I am inclined to agree with you on that; but, to the
extent that the Government through the tax power can affect the
growth or curtail the growth of foundations, you would prefer that the
tax laws be written in such a way that the g)undations can expand?

Mr. HOFFMAN. That is an understatement, sir. I think it is highly
important that we give every encouragement to the establishment and
expansion of the right type of foundations.

r. SIMPSON. [ wonder if you are prepared to concede that legis-
lation that would give this Government the power to look in, you
understand, and to guard against the abuse of the funds which the
foundations have to use, might be proger; not governmental super-
vision, not governmental control, but the power to guard against the
abuse of the power which the foundations enjoy.

Mr. HOFFMAN. I only want to be sure that [ understood what you
meant by "guard against abuse."

In other words, that I am afraid calls for passing a judgment.
That may prove to be necessary. I don't know, but it seems to me
clearly that the first ste{) is to put the foundations in a goldfish bowl
) Iyou can see them and let's see what happens.

t should be perfectly dpossible; those reports should come to a
central place; they should be public reports; they should be available.
Anybody interested should be able to look at them, and you will
find that the American public can do a pretty good policing job where
there are any abuses going on.

My feeling-my guess is perhaps a better way of putting that-
is that is about all that you need. Now, certainly it should be, in my
opinion, the first step.

If it became evident that it was possible to really find out what
all foundations are doing-of course, as 1%Iou know, we report our
operations completely. There is nothing that the Government wants
to know about the FYord Foundation that it can't find out, and that
holds true of most of the larger foundations, and I think that that is
a §ood idea, because we take a long, long look at anything.

don't think we need that kind of policing, but still I say as a public
trust that is our responsibility.

Mr. FORAND. May I ask a question?

Mr. Hoffman, you made mention of the translation of the Russian
classics and so forth. What kind of check is made upon these trans-
lations?

What I mean is this : Once an individual makes a translation, what
kind of check is made to see that the translation is accurate and that
propaganda doesn't enter into that translation?

r. HOFFMAN. In the first place, up to the present time the list
has been selected for translation by Eeor e Keenan and bK Philip
Mosely and by people who I think probably know as much about
Russian classics as anyone, and they tell me that some of the most
telling attacks on the present regime in Russia can be found in the
Russian classics where they use the power of ridicule to really show
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up the kind of tyranny to which the Russian people are now sub-

As As I say, the protection is that the people who select the list to be
translated are, as far as I know, the best-informed people we now
have.

Mr. FORAND, That part is all right. )

Now, how about the other parf of it? Once a translation has been
made, is there a check made of that new translation to see that it is
an accurate translation, and not translated so as to serve purposes
other than which you set out to show? '

Mr. HOFFMAN. As far as I know, you have the usual precaution
there. The translation is checked by another person in the publishing
house, but these books are also read by some of our principals. )

[ don't say that it is impossible; and, now that you bring the point
up, [ am going to find out to make sure we have enough checks so no
one could slip in a sly sentence or other, but [ have every confidence
we will find out it is all right. It is a good question, and I am glad
you asked it. _ ) _

Mr. FoRAND. I am Vel('iy much interested in making sure that that
is done, because it would be very easy for some of these smart alecks
to slip something in. ) _ _ _

Mr. HOFFMAN. It is a good question, and we will certainly check it.

Mr. FORAND. That is all.

Mr. KEELE. Mr. Hoffman, Edward Embree was considered, was
he not, to be a very capable, shall we say, "philanthropoid," a man
familiar with foundations and knowledge about that field?

Mr. HOFFMAN. You are now showing how unknowledgeable I am,
because

Mr. KEELE. Let me say this : Edward Embree, as you may or
may not know, was for many years a vice president of the Rocke-
feller Foundation.

Mr. HOFFMAN. I know the name, and I know the connection.

Mr. KEELE. And then he was the president of the Rosenwald Fund.
He seemed to be a very articulate spokesman. I am just referring to
an article that he wrote that appeared in Harper's in 1949 in which
he said, among other things, the following, and I think he said this
very well [reading:|

gggl#pational diseasesthat can easily affect foundations are traditionalism
and self-preservation.

He was talking about in this-and I will make other references to
this-the tendency of foundations to become ultraconservative in their
ap&;oach to new problems. == ] ]

hat efforts are you making, if any, in the Ford Foundation to
avoid that situation?

Mr. HOFFMAN. Well, I would say that we have the hazard very much
in mind, and your protection against the hazard, of course, is people,
and if you have the right kind of people you aren't at least in the
same danger.

[ think there is also a very fgreat protection in this subcontractin
principle. In other words, if you subcontract a substantial part o
your program, you sit in judgment on that and you aren't under the
risk of engaging solely in self-appraisal.

We are doing an arm's-length appraisal of all of the activities
carried on by either existing organizations that are not affiliated ‘with
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us-you see, we spend a great deal of money, for example, with the
Institute for National Education in handlin%/exchanges of people.
They get their money from several sources. We are just one of their
sources.

We are obviousllrrlvery critical-I mean, we may have a very critical
attitude toward them-and there is no danger of that thanging,
whereas, if it were just one of our departments, we might not subject
our own department to quite the same kind of examination.

I think there is a natural tendency in that direction. So, I think
we have a protection 11 the fact of the kind of people on our board and,
I think, in my associates, at least, in the management of the founda-
tion, and I think we have the further protection of subcontracting.

Mr. KEELS. Another one of the charges that he makes in this article,
and which we have heard repeatedly made, is that there is a tendency
toward interlocking directorates and what has been termed intellectual
in-breeding, the fact that a trustee of a foundation is apt to be a
trustee of a half dozen, or perhaps not that many, but a number of
other foundations, and that sort of thing.

Have you considered that problem in the Ford Foundation?

Mr. HOFFMAN. Well, I think we have a great protection there be-
cause our trustees have to put in so much time they just can't take on
many other foundations.

You see, we have the one annual meeting which I think this year
will extend perhaps 10 days, in which the year's program is con-
sidered-a week at the very least-and we have quarterly meetings
that usually run 2 days.

Then we officers harass our trustees in between times. We try to see
them all at least once in each lgluarter; so, they are spending so much
time on the work of the Ford Foundation that they just can't take on
other foundations or other work.

In other words, we really work our trustees, as Mr. Ford suggested.
He put in more than 40 days_ last year.

r. KEELE. What is the situation with reference to the directors of
your subfoundations, shall we say?

HOFFMAN. Yes. We pay them a compensation because again
they are worked very hard and make a contribution worth far more
than the amount we pay them.

Mr. KEELE. What do'they receive?

Mr. HOFFMAN. We pay these directors of these independent funds,
not all of them, as some of them serve without compensation, but for
the most part they receive $3,000 a year.

Mr. KEELE. I suggest, with compensated trustees or compensated
directors as it may be, you feel freer to call upon them at all times for
their services than if they were actinig without payment?

Mr. HOFFMAN. Not only do we feel freer, but tﬁe are all people of
conscience; so, they see that we get our money's worth, and more.

Mr. KEELE. That was a considerable problem-was it not?-as to
whether you would compensate trustees or not.

Mr. HOFFMAN. Very ; yes. [ don't except myself, you see. I don't
belong to many boards, but the boards [ am compensated for I feel
obligated, really obligated, to put in enough time to justify that
compensation.
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The one or two boards | belong to that pay you a stipend if you
come | very rarely attend because | figure: "Well, if | pass up the
feg that'sO. K." . . )

We find that there is a very real value in compensating the directors
of these funds. In fact, we get about 10 to 1, I would say, or 20 to 1
or 100 to 1 in the waﬁ of brain power from what we pay.

Mr. KEELS. Now, the Ford Foundation has approached its activi-
ties apparently in a different way than have many of the foundations.
As we understand it, you determine certain areas but really you are
looking at problems rather than fields or areas of activities; is that
correct?

Mr. HOFFMAN. That is correct; looking at goals or looking at prob-
lems that have to be solved in approaching these goals.

Mr. KEELS. You don't say you have to look at the field of medicine
unless you feel the problems most pressing at that time are those in
the field of medicine?

Mr. HOFFMAN. Correct.

Mr. KEELE. Now we have observed also, in your defined areas of
activity, that they are primarily connected with the social side or the
behavior of mankind, shall we say, as opposed to physical sciences.
Would you tell us the basis of that deliberate choice?

Mr. HOFFMAN. That choice was made by the trustees before I
became associated with the foundation, so I am now simply giving you
what has been given to me as the reasons.

It goes back to this notion that these new dollars coming into the
foundation field ought to be used to support activities that it was most
difficult to get money for. While no one would question the very great
value of dollars spent in the medical field, it is much easier to raise
funds far projects in the medical field than it is for projects in the
field of humanities and social sciences.

Mr. KEELS. Do you consider that the risk of criticism is greater
if you enter these other fields than those which make popular appeal?

r. HOFFMAN. Oh, sure.

Mr. KEELE. And that is a calculated risk you take?

Mr. HOFFMAN. Oh, that is a calculative risk; oh, yes.

Mr. KEELE. What is the threat, if there is a threat, of foundations
putting their money on what has been termed here the "blue chips,"
into pr<l)_f'ects which are beyond the realm of criticism usually.

Mr. HOFFMAN. Then if you take the risk capital out of the social
field, I think you will have a very great slowing down of progress in
that field. That is the answer there.

As [ say, I think the foundations have Fot to be the principal source
of risk capital in the social field-this field of humanities.

Mr. KEELS. What precautions, if any, going back a moment to this
program of rehabilitating escaped Russians, what steps, if any, do
you take to guard against the possibility of those persons being agents
of the Communist government?

Mr. HOFFMAN. Well, the only people we take are people who have
been screened by the United States Government. As far as [ know,
that screening is a very careful, expert screening. We won't take

anyg{;ne who isn't more or less certified by the United States Govern-
ment.
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Mr. KEELE,. In other words, they are people who have, in a way,
been cleared by official agencies of the Government; is that correct?

Mr. HOFFMAN. Oh, yes.

Mr. KEELE. Idon't think I have any other questions.

The CHAIRMAN. Just for the purpose of getting a reiteration of
your opening statement, I want to ask if I am correct in having under-
stood you to say, in effect, that this resolution under which we operate
imposes a joint responsibility upon the committee and the foundations
to investigate and to collect the facts as they affect foundations and
that your businesss here is to discharge the obligations as far as you
are concerned that rest upon your foundation?

Mr. HOFFMAN. Certainly, sir. ' I think it is a very constructive
enterprise.

The CHAIRMAN. You have told us many things that were favorable
to the Ford Foundation. Is there anything that is not favorable in
its record to which you might refer?

Mr. HOFFMAN. Oh, I think we have made some mistakes. I think
[ could go over this record.

We have appropriated some $72,000,000 in the last 2 years, and I
would not want to give any impression that we haven't made some
mistakes. I could point them out, too. I would rather not identify
them.

The CHAIRMAN. It may be a mistake to ask you this question, but I
am wondering if Mr. Owen Lattimore has gotten his hands in the
pockets of your foundation for funds for some of his projects.

Mr. HOFFMAN. No, sir. Of course, I think I must say this : That
part of the fact that I believe our record 18 relatively good is that
we are very young, and perhaps our mistakes haven't caught up
with us yet. 1don't know. We are conscious of a few mistakes and
we recognize there may be more that won't be visible for 2 or 3 years.

Mr. KEELE. What about the need for reviewing your program, re-
examining it? That program was formulated in 1949, as [ under-
stand it, but we are now in 1952. At what time do you think a review
of that program will be necessary, or are you constantly reviewing it?

Mr. HOFFMAN. It is under constant review. We don't for a mo-
ment feel that we are operating in a strait-jacket; but the point is
that these five goals they have set and the detail with which they are
laid out, the projects within those goals are such that in its first 2 |
years we haven't even begun to make progress toward certain of these
goals and subgoals in which progress is certainly highly desirable.

We have got another couple of years' work ahead of us, I would say,
before we can say that we are really well organized to carry out the
directives that came out of the studg/ report.” We have done, as yet,
vell:_y little in this. _ _

or example, in the area of strengthening our domestic economy we
have done some things, but very little, comparatively. We have it
under study and perhaps next year's program will carry substantial
activities in that field.

I don't know, but we have had to choose not only among the areas
but we have had to choose within the areas as to what would have
priority. While we have used our best judgment as I say, there is a
great deal of ground we have not covered yet within these five areas.

Mr. KEELE. Looking back over the work that has been done by the
Ford Foundation, would you say that you see any evidences of any
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of the money having gone into channels or fields wherein the work
done has. tended to be inimical or hostile to the American System, the
capitalist system?

Mr. HOFFMAN. Not to my knowledge. If it had been we would
have jerked back awfully fast.

Mr. KEELE. I take it from what you have just said that you are
interested in making studies which will tend to strengthen it.

That has been a matter of some concern because the charge has fre-
quently been made-whether or not substantiated is not for me to say-
that the foundations have tended to supﬁort projects which in the end
also tended to weaken or at least attack our system of government,
our system of economy, and that is one of the inquiries, of course, that
this committee is making.

Mr. HOFFMAN. It is a perfectly sound inquiry. From my knowl-
edge of the work of the larger foundations, I think that when you get
through you will probably, find that mistakes have been made, but I
think on the whole that their records are excellent.

[ hope that we can live up to what I think is a very fine tradition in
its field of service by the Rockefeller Foundation, the Carnegie Foun-
dation. Sure, they have made a mistake now and then, but I think,
looking at thee whole picture, it is a pretty good picture.

Mr. SIMPSON. Mr. Hoffman, is there any such thing as an or%miza—
tion of foundations? Do you: have a common meeting place? 0 you
have an association?

Mr. HOFFMAN. No, Sir.

Mr. HAYS. Mr. Hoffman, are you still a member of the University
of Chicago board?

Mr. 'HOFFMAN. No. I resigned from all-I was a member of the
board of trustees of the University of Chicago and a member of the
board of trustees of Kenyon College, and I resigned from both those
boards when I took on this Ford jo%.

%\/Ir. HAYS. The Chicago University was created by a foundation

ift.
8 Mr. HOFFMAN. Yes, Sir.

Mr. HAYS. It goes back to Mr. Rockefeller's interest in education in
the Midwest; doesn't it?

Mr. HOFFMAN. It certainly does.

Mr. HAYS. The history of this somewhat justifies the idea of experi-
mentation. The money could have gone into the older institutions,
but because of a new need that was not being met, he chose to put it
there. You feel that that was an enlightened and beneficial step, [ am
sure.

Mr. HOFFMAN. I certainly do, Mr. Chairman. [ may be prejudiced
because I went to the university, but I think it has made a great con-
tribution not only to the Middle West but the United States, and, for
that matter, many other countries in the world.

Mr. HAYS. The Ford Foundation, then, operates in both the Eastern
and Western Hemispheres, in Europe, the Orient, and in Latin
America? -

Mr. HOFFMAN. Our operations up to the present time, our overseas
operations, are restricted to a few operations in Europe. Major opera-
tions are in the Near East and Asia. We have just one very small
operation in Africa.

Mr. HAYS. In Africa?
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Mr. HOFFMAN. One very small operation.

Mr. HAYS. Of course, we were interested in what you had to say
gbout the Free University, which indicates that you aren't neglecting

urope.

Mr. HOFFMAN. No. However, Germany was a special situation at
that time. Berlin was a special situation.

We are doing other things in Europe. We are not financing but
we are helping in "the promotion of certain measures that we believe
will contrigute to a better understanding of our American economy,
working, however, rather quietly in that particular field because people
don't really like to feel-Europeans don't like to feel-that they are
learning from America, or vice versa.

It has got to be very subtle if you want to get any results there,
but our major effort is in the areas where we feel that with deeds we
can bring about better understanding among the peoples in areas where
there is this tension.

The CHAIRMAN. Let me ask this question right here. I wonder,
Mr. Hoffman, if a young student that comes from Eastern Germany
and attends the University of Berlin is free to come and go. By
attending this school is his connection severed from Eastern Germany?
How does that operate?

Mr. HOFFMAN. They are allowed to come back and forth to the
university, but every student that attends that university is almost a
marked girl or boy. Of course, what they all want to do is to keep
out of Eastern Germany if they can.

The CHAIRMAN. What's that?

Mr. HOFFMAN. They want to keep out of Eastern Germany. I
mean they are not particularly eager to go back there after they finish
their education, because it is not a very pleasant environment.

The CHAIRMAN. How long will that attitude on the part of youth
in Eastern Germany last under present conditions? Sooner or later
the East Germans will all be Communists.

Mr. HOFFMAN. I think you are quite right. I think that there is a
very real danger if Eastern Germany remains under Communist
control for another 15 or 20 years, most of the people who have
known freedom will have died and most of the children will have
been pretty thoroughly indoctrinated.

[ don't pretend to be any expert on this, but there is verﬁ great
unrest in every country behind the iron curtain, including Russia.
In other words, the Russian system, which is the only system the
Russians know, still is a system that even though the people don't
know freedom, creates very serious unrest.

They have, as you know, in prison camps something between 12
and 15 million Russians. Now that, itself, tells of the igh state of
unrest within Russia.

The CHAIRMAN. I wonder if your foundation has the means of get-
ting information from behind the iron curtain countries?

Mr. HoFFMAN. Of course, we obviously, Judge, cannot engage in
either political or military operations of any kind, and we can't
engage in any kind of covert activity.

The CHAIRMAN. That is right. _ .

Mr. HOFFMAN. This has happened, though. These Russian scien-
tists, escapees who have come to America and are at our universities,
have produced monographs of real importance. One monograph,
for instance, pretty well located the uranium mines in Russia, rather
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important information which came through scholars, you see; so.
there are practical results.

Let me say this : I think if we can accomplish one purpose we need
have no fears. In other words, if by some process we can take the
violence out of competition between our system and any other system
in the world, our system will win out.

The Onehazard is that today the Kremlin is trying to force their
way of life through violence, not through free and open competition.
There is nothing that I would welcome any more than nonviolent
.competition between Russian communism and American capitalism,
because we have here a system in which we do recognize there is a
God and the heavens, and we do have freedom, and that kind of a
system will win out any time against a system of tyranny.

The only temporary success that these tyrannies can achieve is
through tﬁe use of violence. I just say that because when people
are fearful about inroads of communism, I say if they will just take
the violence out of it, we haven't a thing to worry about.

The CHAIRMAN. I think it would probably be a good thin§ for
the country if Congress would just continue this investigation indefi-
nitely, certainly until we have exhausted the possibility of bringing
down here people of the type that have been before this committee.
You preach a fine doctrine and it is something which ought to be
carried to the firesides and the homes of people.

Mr. SIMPSON. Mr. Cox, this, [ believe, is one of the first times that
the foundations have had an opportunity to express themselves in
detail before a congressional committee. I think it is a valuable
contribution to the people.

The CHAIRMAN. I think so, sir, and I wonder if you are not pre-
pared to state that after all it has thus far been demonstrated, this
inquiry was a good thing for the foundations as well as for every-

body else.

I\/Fr. HOFFMAN. I would say to you, Judge, that the spirit with
which this inquiry is being conducted, in my opinion, guarantees it
is going to have a most constructive result. It would have been
possible to conduct an inquiry that would not have had such a result.

The CHAIRMAN. Well, you people have demonstrated a very great
faith in the fairness of this committee. You haven't resisted in any-
wise or in any manner. It has not been necessary to summon you
down here.

You take the position you want to come, Izou feel you are obligated
to come, and you do come to cooperate with the committee in an en-
deavor to find out just what the truth is.

Mr. KEELE. I think it ought to be noted-the committee may not
know this, not all the members of the committee, but I think it
should be noted-that at my request Mr. Ford, Mr. Hoffman, Mr.
Hutchins, Mr. Eurich, Mr. Gaither, and the counsel came to Wash-
ington on Saturday morning and spent all of Saturday and all of
yesterday from 10 in the morning until about 6 in the evening going
over these various matters.
~ The CHAIRMAN. The foundation evidently enjoys the affection of
its trustees and of its officers. Though it happens that the witness
is before the committee, it gives a demonstration that he refuses to
be tempted away from the job that he has now.

Mr. HAYS. Mr. Forand has another question.
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Mr. FORAND. Mr. Hoffman, you made reference during the course
of your testimony this afternoon to the fact that the foundation
follows pretty closely the expenditure of its funds once it has been
allocated for a certain project. Now, is there any way that the
foundations can recover funds from an organization if the organi-
zation should be using those funds for other than the stated purpose?

Mr. HOFFMAN. Weﬁ, we don't deal, as a rule, with organizations
in which we haven't entire confidence. There have been two or three
cases I can recall where we were somewhat doubtful, and in those
cases we went on the instalment system, and in one case we never
made the last payment because we didn't think the people were living
up to their agreement. I prefer not to name it, because it is not
important, but that possibility is always present.

But, if you check the organizations with which we deal, you will
find that in almost every case they are responsible and we don't have
that because we think the real protection is to thoroughly examine
the organization to which you are subcontracting your work.

Mr. FORAND. But there is always the possibility that once you have
made an allocation of funds to an organization in which you have
complete confidence, due to a change of personnel possibly in that
organization, something may go haywire.

If you have allocated all of your funds, is there any way that
you could stop the spending of funds beyond the point where you
discover this?

Mr. HOFFMAN. I doubt it. I question whether if you have made
the transfer of funds, legally you can make a recovery, unless there
is a clear violation of contract, but I am not a lawyer and I don't
know.

Mr. FORAND. Thank you.

The CHAIRMAN. One more question, and I am through.

There are a great many of the smaller foundations that have be-
come static. By static, I mean have become inactive in the purposes
which they were set up for. The purposes for which they were set
up' no longer exist, and yet the foundations are there and render no
public service at all.

[ am wondering if in instances like that there would not be justi-
fication on the part of Congress to liquidate them onto see that they
might expend the funds in some manner reasonably consistent with
the intentions of the donor?

Mr. HOFFMAN. Judge, doesn't the 1950 law which, as I under-
stand it, have a provision against undue accumulation, give a PI0-
tection there that would enable you to get the action you want . I
don't know.

The CHAIRMAN. Frankly, I do not know.

Mr. HOFFMAN. I am really asking a question. I just don't know.
Mr. Keele might know on that.

Mr. KEELE. The question was, of course, whether or not they might
be reformed. The only thing that can be done now under the courts.
of course, is under the doctrine of cy pres.

The question was whether something could be done as was done in
England where moribund foundations or ones the purpose for which

had passed with time, their resources could be devoted to modern
needs.
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The CHAIRMAN. That's right. That is what I am interested in: I
am greatly concerned. in seeing that the Government does not confis-
cate money from inactive foundations. I don't think it should confis-
cate them if it is possible to reform the foundations in a manner that
would be reasonably consistent with the purpose of the creator of the
foundation. )

Mr. HOFFMAN. I just don't feel that I have enough knowledge of
foundations to answer that question. I just haven't been in this long
enough to have made a study of any foundation.

Mr. KEELE. That involves some law.

Mr. HOFFMAN. Yes; that involves law, too, and I am not a lawyer.

Mr. KEELS. After all, 1you have a future rather than a past, the Ford
Foundation. We are talking now about those long gone and moribund
for one reason or another.

Mr. HOFFMAN. We haven't had that problem ourselves.

Mr. SIMPSON. May I ingluire for what term are the trustees of the
Ford Foundation selected? For life or for a period of years?

Mr. HOFFMAN. Three years is the period. [ want to check that to
be sure [ am correct. That is correct.

Mr. HAYS. Do you happen to remember or to know whether or not
Mr. Horace Holmes is working under your direction in India?

Mr. HOFFMAN. No. Mr. Horace Homes, I think, was on loan from
the United States Government to. the United Province, which is the
province in which the Etawah project was carried forward, and he
never worked directly for us, but he was of inestimable help to us. We
just take off our hats to the job he did.

Mr. HAYS. I asked that question to be sure that the information we
have gathered from other sources through other committeemen re-
garding the importance of that work in Indian, that we relate this
testimony to that properly. He has been a very important figure in
the reconstruction.

Mr. HOFFMAN. A very important figure. If it hadn't been for the
work done by Mr. Holmes and his predecessors,. I think it would have
been quite impossible for us to. pick up and carry on this program in
India, because it was their pioneering work that made possible our
development.

Mr. KEELE. One question I did not ask that probably should have
been asked, What has been the rate of your expenditures for grants
in the last 3 years, Mr. Hoffman?

Mr. HOFFMAN. Well, take the last 2 years. The year before that
we did very little, I think about three-odd-million dollars.

Mr. KEELE. I was thinking of the current year as one of the 3 years,
your commitments.

Mr. HOFFMAN.I started in 1951. The expanded program has
started in 1951, so we haven't had quite two fullpyears, but our appro-
priations are approximately $72,000,000.

The CHAIRMAN. And that did not impinge upon capital? )

Mr. HOFFMAN. And grants within that appropriation-this 1S
rather technical language, but the trustees will often make an appro-
priation to a project, and they will leave it to the officers to make the
grant after conditions have been met that have been prescribed.

Our appropriations are about $72,000,000. Our actual grant from
those appropriations are about $55,000,000.
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Mr. HAYS. Mr. Hoffman, does the subsidization of these publications
in foreign languages of American books duplicate any of the work
of thle Dovernment, or how is that being handled so that you do not
overlap:

Mr. pHOFFMAN. We have complete liaison. In other words, without
taking orders we don't make any move knowingly until we have full
information from all Government departments that might be involved
as to what is going on, and we not only don't duplicate, but if we can
interest them in taking over the idea, we give it to them and we go
somewhere else.

Mr. HAYS. Start something new?

Mr. HOFFMAN. Start something new, yes.

The CHAIRMAN. So the foundations are not such easy marks as one
might imagine.

Mr. HOFFMAN. I will say this, Jud%e. [ am reminded every day
of one statement made I think by Mr. Rosenwald that it is easier to
make an honest million dollars than it is to spend a million dollars
wisely. ThatI am sure of, after 2 years in this business. _

Mr. KEELS. Might we ask this question : You have answered it I
think by (}uoting Mr. Rosenwald, but you have acted as head and as
director of business corporations. hat are the relative difficulties
of a director or trustee of a foundation giving away money and of a
corporation director?

r. HOFFMAN. It is very simple to answer that. You can't put a
real profit-and-loss statement on a foundation.

In other words, at the end of every month that you are in business
you know whether you have made money or lost it; you know whether
you have sold goods or haven't sold them but we are dealing with
intangibles; and, therefore, we don't have the immediate check.

[ assure you that that is what makes it difficult. When you are
operating with the oFerating results available monthly, you can catch
your mistakes awfully fast, because they show up in the profit-and-
loss statement, but when you are operating a foundation and spending
money you are trying to do a very thorough job of evaluation.

This 1s kind of technical language, you see, but we try to build into
every project a project for evaluation of results as it goes along. But
it isn't nearly as clear as the profit-and-loss statement.

The CHAIRMAN. You have made a very fine case for the Ford
Foundation. As a matter of fact, you have made a fine case for all the
foundations.

Mr. HAYS. Mr. Hoffman, you have been on. the stand for 2V2 hours
or more. The committee is extremely grateful to you for a very fine
statement.

Mr. HOFFMAN. Could I give you some expert testimony? This is
the best committee I ever testified before.

Mr. HAYS. The committee is recessed until 10 o'clock in the morning

(Whereupon, at 4 : 35 p. rin., a recess was taken until 10 a. m. Tuesday,
November 55, 1952.)
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TUESDAY, NOVEMBER 25, 1952

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE 70 INVESTIGATE TAX-EXEMPT
FOUNDATIONS AND COMPARABLE ORGANIZATIONS,
Washington, D. 0.

The select committee met, pursuant to recess, at 10: 10 a. m., in room
1301, New House Office Building, the Honorable Brooks Hays pre-
siding.

Pregsent: Representatives Cox (chairman), Hays (presiding),
O'Toole, Forand, and Simpson.

Also present : Harold M. Keele, counsel to the committee.

Mr. HAYS. Dr. Hutchins, will you take the witness stand, please?

The committee will be in order. Our first witness this morning is
Dr. Robert M. Hutchins, of the Ford Foundation, former president
of the University of Chicago.

Dr. Hutchins, the committee is very happy to have you, sir.

Mr. HUTCHINS. Thank you.

Mr. HAYS. Mr. Keele will you direct the examination, unless you
have a prepared statement which you want to give.

Mr. HUTCHINS. No, Sir.

Mr. KEELE. Dr. Hutchins, first for the record, will you give your
name, place of residence, and your present position or occupation?

STATEMENT OF ROBERT M HUTCH NS, ASSCCI ATE DI RECTCR OF
THE FORD FOUNDATION

Mr. HUTCHINS. My name is Robert M. Hutchins. I livee in San
Marino, Calif.. I am an associate director of the Ford Foundation.

Mr. KEELE. How long have you been with the Ford Foundation, Dr.
Hutchins?

Mr. HUTCHINS. Since January 1, 1951.

Mr. KEELS. And prior to that time what was your business or oc-
cupation or profession?
ChMr. HUTCHINS. Before that I was chancelor of the University of

icago.

Mr.gKEELE. And prior to that time you had been president of the
University of Chicago; had you not?

Mr. HUTCHINS. Yes, Sir.

Mr. KEELS. How long were you at the University of Chicago either
as president or chancelor ?

Mr. HUTCHINS. Twenty-two years.

Mr. KEELE. And prior to that time, if we may go back a bit, what
were you doing?

263
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Mr. HUTCHI NS.  Well, perhaps I should begin with 1924. On Janu-
ary 1, 1923, I became secretary of Yale University. I then became
dean of the Law School of Yale University and held that position
until 1929.

Mr. KEEL B. And at that time you went to the University of Chi-
cago, shortly after that time?

r. HUTCHINS. Yes.

Mr. KEET E_ Dr. Hutchins, what persuaded you or motivated you
in going to the Ford Foundation in the capacity in which you are
now serving it?

Mr. HUTCH NS. | read the trustees' report. It seemed to me a his-
toric document. It seemed to me to deal with a great many of the
things in which I had been interested.

[ had known Mr. Hoffman for many years in his capacity as trustee
of the University of Chicago. I had great admiration and affection
for him. I knew some of the trustees.

[ had a long conversation with Mr. Ford-at which Mr. Hoffman
was present-at which Mr. Ford indicated that he wanted to do what
the world required,-instead of doing what was popular or what would
not be criticized, and it seemed to me that here was an opportunity
in the general fields in which I had been interested that exceeded
an thing offered by a single institution at that date.

had been attempting for a great many years to effect what I re-

garded as improvements in education, by preaching and by demonstra-

tion. [ had come to the conclusion that neither of these was very
effective, at least not in my case; and I thought that, by becoming
associated with an organization that was free to act as a catalytic agent
over the whole field of education and in related activities, I might be
able to make 4 more significant contribution than I felt, at least after
22 years, [ was able to make at the University of Chicago.

As you know, being the chief executive officer of a university is not
the easiest position in the world.  For one thing, you have to spend all
your time tryinsg to get money from foundations.

Mr. KEELE. So, you decided to reverse the position where you would
be on the giving rather than the asking end; is that it?

Mr. HUTCHINS. Yes.

Mr. KEELS. What is your particular field of activity with the Ford
Foundation, Dr. Hutchins?

Mr. HUTCH NS. | am generally responsible for education, for cul-
tural activities, and what might be called humanitarian activities, such
as whatever we do in the field of attempting to assist refugees.

Mr. KEELE. Now, would you tell us something of how a project which
the Ford Foundation enters into in the educational field is begun, its
inception, shall wWe say, or genesis, and how it finally is implemented
b?r the foundation? I mean trace for us, if you will; take some exam-
ple of an educational project and explain to Us the processes through
which it goes in the foundation.

Mr. HUTCH NS. Perhaps I might refer to Mr. Hoffman's testimony
yesterday. Mr. Hoffman pointed out that when we took office in Janu-
ary of 1951 it was plain to us that we could not discharge our respon-
sibilities efficiently if we tried to cover the whole field of education
ourselves. We therefore created the two funds, the Fund for the
Advancement of Education and the Fund for Adult Education.
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. And almost all our educational activities are channeled through one
or the other of these two organizations. What happens then is that
either from outside or from inside the foundation an idea ﬁets gen-
erated. This idea, if it is a very important program, will be discussed
with me by the president of the Fund for the Advancement of Educa-
tion or by the president of the Fund for Adult Education.

If he still thinks it is a %ood idea, even thou%h [ may not think it is a
\]roery good idea, he is likely to take it up with his own group, his own

oar

He will converse with me almost daily during this process, but the
decision has to be his, and it has to be that of his own board, and his
board will then make the recommendation to the Ford Foundation.

The recommendation that will be made to the Ford Foundation will
not be in very specific terms; that is, they will come to us at the Feb-
ruary meeting of our board with a general Erogram for the year, in
which they will indicate the kinds of things that they want to do, with
some general idea of what they will cost.

But the specific projects that are within that general framework are
determined exclusively by them, and my relation to the fund is that
of an adviser or liaison offzfcer between them and the Ford Foundation.

Mr. KEELE. Without getting to specific examples, have there been
occasions where you differed in your judgment on policies submitted
bg{ either of the funds, for the advancement of teaching or for adult
education?

. Mr. HUTCHINS. There have been a number of occasions on which I
have not been as enthusiastic about some of the proposals of the two
funds as they have been themselves.

Mr. KEFn.F. What I am really getting at is this : Are you able, if
you choose, to impose your ideas as (%p osed to the ideas perhaps of
other directors or of tfle directors of the fund? I refer to the Fund
for Advancement of Education and the Fund for Adult Education.
Are you able to impose your ideas contrary to their views?

Mr. HUTCHINS. They are independent corporations. They have
independent boards. We could not expect to retain them in connection
with us-and we value the connection very highly-if they were not
in fact independent.

My relations with the presidents and officers of the funds, and with
such directors as I know, are close and cordial, but they do not hesitate,
[_ assure you, to follow a line of their own.

[ have never felt that their proposals were such that I could not
concur in their eventual development. These are differences of empha-
sis rather than anything else. "There are some things I would rather
have done first perhaps, but the decision of these boards as to the gen-
eral program has to have tremendous weight with us because we regard
their cooperation with us as of the first importance.

Mr. KEELE. Now, who is the president of the Fund for the Advance-
ment of Education?

Mr. HUTCHINS. The president of the Fund for the Advancement
of Education is Clarence H. Faust, who was, after being active presi-
dent of Stanford, the dean of the humanities and sciences at Stanford
University.

Mr. KEELE. And had he ever been at the University of Chicago?

Mr. HUTCHINS. He had been dean of the college and later dean of
the Graduate Library School at the University of Chicago.
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Mr. KEELS. And to what extent did you influence, if you know, the
selection of Dr. Faust?

Mr. HUTCHINS. I nominated Mr. Faust. Mr. Hoffman and Mr.
Chester Davis, who was then the only other associate director, met with
Mr. Faust. We asked Mr. Faust to come into the service of the foun-
dation as a consultant to us.

When the board of directors of the Fund for the Advancement of
Education was established, we suggested to the board, though they
were entirely free to select whatever executive officer they wished, that
Mr. Faust was a consultant to the foundation and would be available
as an executive officer to the fund, if the board desired.

We pointed out, if they did not want to employ him as their presi-
dent, we should be glad to have him continue as a consultant to the
foundation. They decided to select Mr. Faust.

Mr. KEELS. What is Dr. Eurich's position in the fund, Doctor?

Mr. HuTcnINS. Mr. Enrich is the vice president of the Fund for the
Advancement of Education. He is located in New York. Mr. Faust
is located in Pasadena.

Mr. KEEL E. And I assume you had something to do with Mr.

Eurich's appointment or employment.
+ Mr. HUTCHINS. I was very happy to concur in Mr. Eurich's em-
ployment when it was suggested by Mr. Faust, because [ had many
times made fruitless efforts to engage Mr. Eurich as an officer of the
University of Chicago.

Mr. KEELE. The point I am moving toward, a$ it must be perfectly
obvious to you, is whether or not through the selection of these men-
whom [ assume at least see pretty much eye to eye with you on edu-
cational policy-whether you have been able to exert a very con-
siderable influence on the educational policies of the Ford Founda-
tion.

Mr. HUTCHINS. Of course, I would not have left the University of
Chicago if I had not thought that I might have some influence in my
field in the foundation. I suppose the real question is, if there is a
question, whether my influence is undue.

It would be very difficult for me to exert undue influence in the
foundation in the sense of putting over an educational program that
I had in mind, when my associates did not approve of it. In the first
place, I have to convince the other associate directors. I have to con-
vince Mr. Hoffman. I would have to convince the officers of the inde-
pendent funds.

They would have to convince their boards of directors, and their
boards of directors would have to convince our board of trustees.

[ would suppose that somewhere in this process any undue or malev-
olent influence that I was seeking to exert would be thwarted, and
[ am not aware that an examination of the educational program of
the foundation will show any particular identity between the things
tf.or which [ have stood in education and the program of the founda-
ion.

For example, the most notable venture of the fund for adult educa-
tion is the $5,000,000 that has been put by that fund into helping some
of the communities that have received educational channels, the allo-
cation of 242 educational channels, in helping some of those communi-
ties to get started with educational stations.
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One thing that nobody knows is how are educational stations tg be
supported. 1t is a wonderful thing to have these allocations, but
where is the money to come from?

Mr. SIMPSON. Educational what? _

Mr. HUTCHINS. Educational television stations. There are 242
channei_ls &1at ave been allocated to educational institutions or allo-
cated for educational institutions or allocated for educational purposes
by the FCC.

Question : How are they to be supported?' ' ' i

['have never had at any time in my life any particular relationship,
so this can hardly be called an idea of mine. Perhartl)s it is worth while
to point out the ﬁeneral rogram of the Fund for the Advancement of
Education and the Fund for Adult Education, to point out what that

is.

It is not to try to invent bright ideas of our own. It is to find
those points in education on which man¥ people agree, but where
for some reason or other they are unable to move. Let's take the
question of the waste in the educational system.

I think that educators would generally a% ee that, in the process
of going from the elementary school to the Ph. D. degree, 2 to 4 years'
time is lost. Mr. Eliot of Harvard, Mr. Lowell of Harvard, in almost
every annual report hit this point time and time again, but it is very
difficult to move the educational system.

The Fund for the Advancement of Education then says, "Well,
let's try it," and so they made available scholarships to students in
institutions that were interested in trying, to find out what would
happen if 161 /,-year-olds were admitted to college.

ey thentried it with three other different approaches, so that the,
Fund for the Advancement of Education at the present time has four
experiments going on this question of why is it that so much time
appears to be wasted in the American educational system.
ell, it is true that [ was interested in that problem at Chicago
and tried to develop, take some steps, in the direction of solving it,
but it is also true that almost everybody else who was ever in educa-
tion has thought about it and tried to work on it.
ake the question of the education of college teachers. The one
thing we know, everybody knows, is that the Ph. D., which 1S now
required of all college teachers if they want to '%et anywhere in the
rofession, has no relation whatever tothe capacity of béing a teacher,
as no relation whatever to the duties that the teachers in most colleges
have to perform.

Mr. KEELE. Why is that, Dr. Hutchins ?

Mr. HUTCHINS. It is tradition. It is part of the natural effort to
upgrade the profession, and what happens is that these efforts to
upgrade the profession get crystallized and you get an institutional
form that becomes permanent when the need for it has passed away,
and it is there as a sort of vestigial remain in the educational system.

It is like accreditation. The accreditation of colleges was a ve
necessary thing in this country because there were a lot of fly-by-night

rofit-making institutions. You started the process of accreditation
or this laudable purpose, and CIvou end up toda¥ with 300 independent
accrediting agencies descending on every college and university in
this country every year. It is an intolerable situation.
25677-53--18
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So, the Ph. D., which was designed to interested,
young people interested in research, then &eeamee a union card for
teaching in college, with the result that the college teacher is not

repared to do the kind of work that is required of him in his pro-
ession.

Well, everybody knows this. Everybody has been worried about
it. The Fund for the Advancement of Education decided to try to
do something about it, and consequently you have such experiments
as are being conducted at Arkansas, at Cornell, at 1larvard, with
funds that have been supplied by the Fund for the Advancement of
Education.

[ call your attention to two points.  First, that the attempt on the
part of Lhe fund has been to find where there are crucial problems
that many people are concerned about, to get the advice of all these
people on what should be done, and then to move in, not with one
ready-made solution but with several approaches to each problem,
asking only in each case : Is there a reasonable chance of success?

Mr. KEELE. In other words, there is nothing particularly revolu-
tionary in what you are attempting to do. It is merely trying to find
the techniques for solving problems everyone recognizes. .

Mr. HUTCHINS. I think it is a good deal like the business of trying
to make sense out of a university, let us say. The institution is estab-
lished with a certain purpose. It grows sometimes in terms of public
pressure, sometimes in terms of the interest of the staff or the admin-
istration; but, as it goes along people die who were the excuse for the
institution having certain courses.

The courses go on even though the man for whom they were insti-
tuted has disappeared, and in the institution you will find that there
are a great many people who would like in some way to break out of
this framework that time has built up, but they don't know how to do it.

Now, the task of educational administration then is not to come in
and say, "You have got to do this or you will be fired." The task is
to develop the ideas of this group and get the institution into a
position that can be defended as rational.

No university president, whatever may be thought about university
presidents, has any power. At Chicago, for example, I could not
Institute a course of study. I could not appoint a professor. I could
not fire a professor.

Naturally, I was the employee of my board of trustees. The task
of a university president then is to try to generate within its own
group the means toward the development, evolution, and if necessary,
the reformation of his institution.

Mr. O'TooLE. I was interested, Doctor, in what you were saying
about the Ph. D.'s being a sort of union card. Perhaps you have
testified before I came here, perhaps you haven't, as to what is the
origin, if you know, of this Ph. D. degree.

How was it inaugurated? Have you any idea? The reason I ask
that-to me it is doctor of philosophy, and yet I noticed that last
year the thesis of one man at Yale was on professional baseball. It
sort of confuses me with the title of the degree.

Mr. HUTCHINS. I met a man in Berkeley 2 weeks ago who had a
Ph. D. in driver education. This is quite inevitable, by the way.
Driver education is required in the schools of California. If you have
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something required in the schools of California, the teachers must be
trained for it in the University of California. If a teacher is going
to be a teacher in the University of California, he must have the
Ph. D. And if he is to have the Ph. D., he must have it in his subject.
Therefore he must have a Ph. D. in driver education.

The American university as it exists today was imported from
imperial Germany. There the highest research degree was the Ph. D,
doctor of philosophy, because all research in the German university
was under the faculty of philosophy. Consequently, when you began
research in this country-and the Ph. D. degree was originally a
research degree-the letters were simply brought over here along
with the program.

Mr. O'TOOLE. Does the doctor think that this Ph. D. cult is a sort
of continuation of the hero worship of degrees that existed in Ger-
many for many years?

Mr. HUTCHI NS. | don't think we can blame that on the Germans.

Mr.. O'TooLE. No; I am not blaming them. I am saying it is a
contiuation of it.

Mr. HUTCHINS. The Americans and the Chinese have the greatest
veneration for the degrees of any peoples in the world.

Mr. O'TooLE. I am not very familiar with the Chinese. That is
all.
Mr. SIMPSON. Mr. Chairman?

Mr. HAYS. Mr. Simpson.

Mr. SIMPSON.  Doctor, when you were at the University of Chicago,
you mentioned you could not hire, discharge, change courses, and so
0n, as you may have thought, proper. Why. On account of the trus-
tees, or what are the limitations on your power?

Mr.- HUTCHINS.  Under the bylaws and the statutes of the Uni-
versity of Chicago, the curriculum is committed to the faculty. The
president is merely the presiding officer of the faculty.

If I could persuade the faculty to change the curriculum, that was
within the law. If I could not, I was defeated.

Mr. SIMPSON. In what way, if at all, does your research work now
tend to influence that situation?

Mr. HUTCH NS. You mean the work of the Ford Foundation?

Mr. SIMPsoN. That is right.

Mr. HUTCHI NS. The work of the Ford. Foundation suggests to those
who are in charge of any institution, either professors or adminis-
trators or trustees, the desirability or the opportunity of doing things
that some group in the organization in the university had always
wanted to do but could not find the means to do.

We recognize that one reason colleges and universities are slow to
change is that they think they cannot afford it. Any change in a
college or university might alienate the alumni, who are regarded as
an important source of funds. They are not sure how it would affect
the public, which is an important source of funds. You don't know
whether your student fees will drop off if you change your program.

Now, if the Ford Foundation finds people in the college or uni-
versity who would like to do- something but are restrained for this
reason, the fact that the foundation or one of the funds is willing to
help may be the thing that will be decisive.

Mr. SIMPsox. But your funds are directed toward educating the
people in areas far removed from the university._ Do you anticipate
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a public demand for a change in your methods? Do you think you
can take them to the faculties and persuade them as %]o the wisdom
of changing their methods, and, if so, are you putting enough money
in it?

Mr. HUTCHINS. My point is that you will find throughout the edu-
cational system people who want to do something, and that those
people, if they can be found and if they can be encouraged, will succeed
in improving education. One of the arguments that is often decisive
is the fact that the money will be available so that the institution will
not suffer in the process of the experiment.

Mr. O'TooLE. Just one more question. This may not be within the
purview of this investigation, but it is something that has bothered
me for a great deal of time.

As an educator perhaps you can answer it. Do the foundations of
the colleges in this country make any distinction between intelligence,
native intelligence, and education? I have noticed in my adult life
that some of these men that possess a great number of degrees, in-
cluding Ph. Ws, many times aree what I would terns dumb gunnies."
Yet, I have met men who were almost illiterate who possessed a great
degree or a high degree of intelligence, and [ was wondering whether
the schools and the foundation recognize this and whether any real
serious effort is made to develop intelligence as compared to literate
education.

Mr. HUTCHINS. T think, Mr. Chairman, that this might carry us
into a discussion of the whole nature of American education. [ will
merely remarks that [ believe that the present situation in American
education is the result of the very large numbers with which the Amer-
can educational system has had to deal.

I believe that one of the most important contributions that America
has made to the theory and practice of democracy is the doctrine of
education for everybody. We are the only country in the world that
has said this and meant it, and actually tried to do it. ~And you will
recall that this process really got under way only 50 years ago.

Now, various peculiar devices have been developed in this process
for marking the educational progress of the young.  So many hours
In class, no matter, really, what you did there, equal so many credits,
and when you got to college, 120 semester hours in class, with an
average of 65 on examinations given by the teacher who taught you,
produced a degree, and you were pronounced an educated man.

This system has meant that there is no necessary connection or,
shall T say, there is very little necessary connection between the de-
gree of education that a man has achieved and the number of years
that he has spent in the educational system.

Mr. O'TooLE. It seems to me, Doctor-of course, [ am completely
uninitiated, but it seems to me from my observations-that we have
in this country developed four, five, or maybe more cults of education,
and each one of those cults relates, to certain schools in certain areas,'
sometimes in the lower schools, sometimes in the higher schools.

But, wherever they have taken their place, there seems to be a
tendency to dogmatically follow that cult, instead of an attempt being
made to breed initiative that might develop intelligence. re is
too much of a dogmatic worship of the cult itself, whether it is the
Dewey school or any other school.
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And [ think, as I said before, in my uninitiated mind, untrained
mind, that is one of the greatest dangers we have in our educational
system today, this worship of a particular cult that the teachers have
been brought up in themselves.

Mr. HUTCHI NS. This is partly, of course, the result of what has
to be called, I- am afraid the ,philosophical failure of American edu-
cation.

The trustees of the foundation in writing their report under which
we operate, impose the obligation on us to clarify the goals of educa-
tion, and the Fund for the Advancement of Education is now em-
barked in that effort.

[ think if the underlying ideas of American education can be
straightened out, that the kind of problem that you mentioned, which
[ agree is very serious and very widespread, may eventually be solved.

r. O'Toou . Doesn't the failure today to make philosophy the
basis of higher education-do you, believe that that failure has
brought -about a great number of minds in the educational field that
are not disciplined?

Mr. HUTCHI NS, | have to say that I have a very strong prejudice
in that direction.

Mr. O TOOLE. That is all, Mr. Chairman.

Mr. KEELS. Is the Arkansas experiment designed to, in part, rectify
that situation?

Mr. HUTCH NS. The Arkansas experiment and the two or three
other experiments in the education of teachers that the Fund for the
Advancement of Education is carrying on, are all designed to find
out how to get a teaching staff in the United States that is liberally
educated itself.

[ believe that some of these experiments are bound to succeed, and
that they will have very far-reaching consequences in solving the
problem that has been referred to.

Mr. O'TooLE. May [ interrupt at that point, Mr. Chairman.

You used the words-and I am not saying this in an endeavor to
trip you up-"liberal education." Does the term "liberal education"
today mean the same as it meant 40 or S0 years ago in education cir-
cles in this country?

Mr. HUTCH NS. * That depends on what circles you are referring to.
Many people would be satisfied, I think, with the notion that the
colleges of this country, whatever they are, are engaged in liberal
education. If a man has a bachelor's degree, he has liberal education.
However, I don't take that view.

Mr. O TooLE. Perhaps I can make it a little more clear. When I
was a boy a liberal education usually meant an education in the
philosophies, in the arts, 1 the sciences. Is that term used in the
same sense today?

Mr. HUTCH NS. | think people who are seriously interested —

Mr. O'TooLE. Or is "liberal" used today in the political sense?

Mr. HUTCHI NS.  No. It is | ]

Mr. O TooLE. Iam just asking.

Mr. HUTCHI NS. The term "liberal education" in this country is never
used for anybody in a political sense. Liberal education today .

Mr. O'TooLE. I wouldn't say never 11 this country, if you heard
some of the arguments before the board of education in the city of
New York. You would find out it was in a political sense.
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~ Mr. HuTCHINS. I will only say then that I have never heard it used
in a political sense. Peolple in education when they talk about liberal
education mean generally nonvocational and nonprofessional educa.
tion.  Now, after you leave that point, the agreement stops. What
should liberal education be, and not what should it not be. My own
views on that subject are I think not worth going into here.

Mr. KEELE. Perhaps it might help if you would indicate the
derivation of the WOI‘CF "liberal.

Mr. HUTCHINS. Liberal education is simply the education of a
freeman, education appropriate to freedom. It has been developed
in this country by those who are most seriously concerned with it, as
the education that all American citizens should have, and in which
they should continue to participate all their lives long. Hence the
Fund for Adult Education was established by the Ford Foundation.

Mr. O'TooLE. Who decides what education a freeman should have
and which is proper?

Mr. HuTCHIxs. That has to be argued out.

Mr. O'TooLE. And then we have the cults. _

Mr. HUTCHINS. Precisely. If you get the underlying Philosophy
classified, the '‘problem becomes easier to solve. The Fund for Adult
Education, for example, decided that it would concentrate on the
liberal education of adults, a continuing liberal education of adults,
and not on the vocational or professional training of adults.

Mr. HAYS. Why did you select Arkansas, Dr. Hutchins?

Mr. HUTCHINS. I am sure that you can state the glories of Arkansas
better than I, so I will pass that reason.

To begin with, the lowest and most elementary reason, the laws
governing the certification of teachers, regulations governing the
certification of teachers in Arkansas, are much less inflexible than they
are in other States. If a good idea can be developed, it can be put in
practice in Arkansas much more rapidly than it can in other States.

Mr. O'TooLE. Just like biology, you start with the primates.

Mr. HUTCHINS. In Arkansas, too, you had the president of the
university and the educational interests in Arkansas eager to try
an experiment of this kind, so the combination of the fact that there
was a real interest in Arkansas, a real capacity in Arkansas, plus the
fact that if you really had an idea you might be ble to succeed in
Rutting it into effect, plus the things that you know better about

rkansas than I, made Arkansas irresistible.

Mr. HAYS. That confirms the impression I had. We have taken
some (fride in Arkansas in the fact that we are a sort of proving
ground.

We have been willing to try new ideas, and I think in various ways
that I will not burden the record with reciting-"we have made a
contribution.” I think now that we have indulged our pride, we might
turn to the attitude of humility.

We aren't the sort of super race that would make the results of
that experiment have no value to the rest of the Americans. It is to
some extent a typical American State with the devotion to American
ideals that makes the results of that experiment valuable and signifi-
cant in terms of total American life. Is that a fair statement?

Mr. HUTCHINS. That is correct.

Mr. KEELE. Is there anything bold or different, novel, in the
Arkansas experiment, Dr. Hutchins; and if so, what?
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Mr. HUTCHINS. The Arkansas experiment is novel in the sense
that teachers are not customarily trained and certified in this country
as they may eventually be trained and certified in Arkansas, if this
experiment succeeds.

here has been for years, for a generation, profound dissatisfaction
in many parts of the country with the education of teachers and the
methods by which teachers have been certified to practice their pro-
fession.

The Arkansas experiment is not bold in the sense that it is some-
thing that nobody ever thought of or in the sense that we think there
18 the slightest danger that it will do any damage to the State of
Arkansas or to anybody else. It is new only in the sense that it
represents a departure from the established traditions of training
and certifying teachers.

Mr. KEELS. There has been considerable criticism, has there not,
leveled at the Arkansas experiment by various organizations in the
educational field?

Mr. HUTCHINS. Yes.

Mr. KEELE. What is the crux or substance of that criticism?

Mr. HUTCHINS. Well, I think it would be improper of me to impute
reasons that the critics do not themselves admit. Their reason is that
they think that this will not be as good a way of preparing teachers as
the one that is now in vogue.

From my long and painful experience in education, I think perhaps
it is fair to add that whenever you are changing an institutional situa-
tion, the people who have spent their lives in that situation cannot be
expected to be very enthusiastic about a major change. This is why
an&charﬁgEe: in education is difficult as it is.

r. KEELE. Well, what objection could there be if it is merely an
experiment, as you say? Why should it be opposed?

Mr. HUTCHH%S. If you ﬁrml};/ believe that the existing situation is as
perfect as any human institution can be, why then you are wastin
time, wasting money, and toying with the lives of countless people, 1
you suggest any experiment.

Mr. ERIE. Will you tell us something of the way the Fund for
Adult Education is going about its work.

Mr. HUTCHINS. The Fund for Adult Education, as Mr. Hoffman
told you yesterday, a very distinguished board, a staff of its own.

The president is Mr. C. Scott Fletcher, who was formerly executive
director of the Committee for Economic Development, and later presi-
dent of Encyclopedia Britannica, Inc. They are attempting to assist
groups in American communities who, are interested in continuing lib-
eral education, which they interpret roughly to mean a continuing dis-
cussion of important subjects.

They feel, [ think, that community-discussion groups constitute a
very important native American method of continuing the education of
the citizen for his understanding of his affairs, American affairs, inter-
national affairs, and so on.

The fund has been interested in finding out in the first place what
was going on in thisfield, and they spent alarge part of the first year
discovering what was going on in agriculture, in business, in labor, and
SO On.

They have decided, to see whether actual demonstrations in 12
communities scattered over the country-by the way, one of the most
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promising is in Little Rock, Mr. Hays, where a coordinator will be
financed by the fund, and the fund will through the coordinator then
seek to develop all the existing agencies in Little Rock and in the 11
other communities, with a view to seeing how much permanent impetus
can be given to these various agencies.

The fund has also had to be interested in the media of adult educa-
tion. As I say, their largest single activity has been in trying to
guarantee that some of these educational television stations will get
off the ground.

Five million dollars has been divided between assisting communities
to get their stations built, and establishing a central program devel-
opment point at which materials that they can use on the stations will
be produced and distributed. In general, then, it is an effort to assist
the American people, those American people, at least, who want to be
assisted, to continue their liberal education through every device that
modern technology now makes available.

Mr. HAYS. Now, right at that point, Dr. Hutchins, someone reading
this report or'the testimony in this hearing, and not being familiar
with the congressional background and the conditions that produced
it, might wonder why we have taken $0 much time with the Ford Foun-
dation, and why we have gone into these explorations of purpose and
SO on.

[ have listened to the statements here that were presented by Mr.
Hoffman and Mr. Ford and Mr. Gaither and yourself.. I am more con-
vinced than I was when we began, when we decided to devote this
much time to the Ford Foundation, that it was a wise decision.

I hope that we can interpret this study to the American 1people SO
that they will see that what we are really trying to do 1S to learn how
to take this complicated modern life of ours and relate it to the
educational problems.

In other words, it isn't to me some novel new idea, but a reflection
of discontent about the failures of education to do what was originally
intended in certain fields of American life. Would you agree in gen-
eral with that statement?

Mr. HUTCH NS. | do entirely, Mr. Hays.

Mr. HAYS. In other words, 1¥Was the J effersonian idea that popular
government would rest upon an educated populace, and unless that
educated populace has this liberal education in the sense that they
embrace spiritual values and have objectives that can be defined in
spiritual and moral terms, then education works against popular gov-
ernment instead of for it.

Mr. HUTCHI NS. That is correct.

Mr. HAYS. And the Ford Foundation seems to be just working
with that very simple, basic fundamental idea. Now is that an over-
simplification; or am I right fundamentally in interpreting what you
all have told us?

Mr. HUTCH NS. | think you are entirely correct.

Mr. HAYS. | don't want to oversimplify it myself, but didn't Presi-
dent Garfield say that his idea of education was Mark Hopkins 01 one
end of a log and a farm boy 0n the other?

Mr. HUTCHI NS. Yes.

Mr. HAYS. We are not wanting the boy on the log. We want him
in a sheltered place, but his idea was Mark Hopkins, a trained, well
educated spiritual leader, drawing from that boy the good that was
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in him and the potentialities and convincing the boy that the poten-
tialities were there.

Mr. HUTCHINS. That is right. _

Mr. HAYS. And all of these things that we do that look complicated
and expensive are-really just carryinﬁ, out the dream of the founding
fathers that education would make this a success, this experiment in
free government.

Mr. HUTCHINS. That is correct, and if you have the tremendously
rapid expansion that American education has undergone, the tremen-
dous difficulties that are involved in having so many people in the edu-
cational system all at once, just think of the task of providing the
buildings, to say nothing of providing a competent staff.

The results that have been achieved in this country are very re-
markable, but in the process of physical expansion it has been almost
impossible to keep in mind the purposes for which the whole insti-
tution exists, and to make sure that those purposes will actually be
attended to in the educational system.

Now we look upon liberal education, education appropriate to free-
men, as the central task of the educational system. We look upon it
as the task in which every American citizen should be engaged all his
life long, and it is to these purposes that the two educational funds
of the Ford Foundation have been devoted.

Mr. HAYS. In terms of your own career, your own point of view-
[ hope you won't mind my reverting to some of your policies that drew
attention and the kind of criticism, if you please, that Mr. Keele al-
luded to, because I feel that you are entitled to this forum to defend
those things. I am sure the committee appreciated Mr. Hoffman's
statement in speaking of why you were selected, in looking back over
your own career.

[ believe you stated that many of the things, most of the things,
90 percent, perhaps, he said, of the things you stood for, had worked
out as you looked back over your educational leadership.

[ wonder, for example, about football. Weren't you the first to
advocate the abolishment of football 1n the University of Chicago,
and didn't you carrfl out that idea?

Mr. (l)f'TooLE. If I had a team like he had in Chicago, I'd abolish
it myself.

M¥. HUTj H' NS, We had the only unsalaried team in the region.

Mr. O'TooLE. Touche.

Mr. HUTCXINS. I first advocated taking the money out of football
because I like the game myself, played it when I was a boy, like to
watch it, but I did not see any relationship between industrial big-
time football and higher education.

We might just as well have a racing stable. Jockeys could wear
the university colors, and the horses wouldn't have to pass examine-
tions.

[ was interested in higher education, and at every stage' this busi-
ness of, "Well, did the football team win last Saturday," seemed to
be the decisive factor in appraising the merits of my institution.

[ was very %lad, as has been suggested, that Michigan beat the
University of Chicago 85 to nothing, because Michigan enabled me,
that defeat enabled me, to recommend that the university discontinue
its membership in the intercollegiate conference.



276. TAX-EXEMPT FOUNDATIONS

[ was in favor then of such exercise in athletics as might be the
normal accompaniment of undergraduate life, but I was not in favor
of carrying this incubus on my back that prevented me at every point
from developing education as [ wished.

[ am of the opinion that most university presidents would do the
same if they were only able to get Michigan to defeat them 85 to
nothing, and have some hope that their recommendation would be
accepted.

The effect of the abolition of football, which I think took place about
10 years ago, was greatly to improve the quality of our student body,
because it was then clear that the University ofY Chicago was an edu-
cational institution.

It was greatly to enhance the loyalty and enthusiasm of our alumni,
which then became fixed on our scholarly excellence rather than on
the numbers on the score board, and the public, after learning from
the sports writers that it would be impossible to have a great uni-
versity without a great football team, suddenly realized that in this
point at least the sports writers were mistaken.

As Mr. Hoffman pointed out yesterday with regard to the founda-
tion, a university, like a foundation, is a business without a balance
sheet. There is a balance sheet, but it is of no importance in ap-
praising the accomplishments of the institution.

The University of Chicago in the last year of my administration
spent $45 million. Well, suppose it had spent 20 or suppose it had
spent 90, it is immaterial. The question is how you spend it.

But in this country education is not too well understood. We are
always looking for a quantitative method of appraising an educa-
tional institution. How many students has it got? How much
1tr)nonctley has it got? And finally, what are the figures on the score

oard?

To get out of this general arena was a greatpersonal consolation
to me, and as it turned out, a great benefit to the University of Chicago.

Mr. HAYS. You are convinced of that?

Mr. HUTcr I NS.  There is no question about it.

Mr. HAYS. I assume that it took a certain amount of soul searching
to begin with, the steps you took to improve the educational order
in the field in which you were responsible.

Mr. HUTCHINS. Well, like most other things, the horrible conse-
quences that are always predicted when you set out to do what you
think is the right thing very seldom materialize, and they did not
materialize in this case.

Mr. HAYS. But you weren't saying dogmatically at that time, and
as [ understand you this morning you aren't saying dogmatically now,
that you can't have football and sound educational standards at the
same time.

You are simply saying, as between the two alternatives that con-
fronted you, you preferred what you got to the commercialized foot-
ball that you had.

Mr. HUTCH NS, That is right. I am very much in favor of foot-
ball. [would like to have football played between students ; that is all.

If there were some way of taking the money out of the game as I
originally recommended, then I should think that it might be viewed
once more as an exercise, as a recreation for the members of the student
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body, instead of a gladiatorial spectacle performed by high-priced
operators for the benefit of the public on Saturday afternoon.

Mr. HAYS. I would like to ask you, too, about another policy that I
understand can be attributed to you. I don't know that it is unique,
but granting the deans of colleges the right to solicit funds themselves
and giving them maximum freedom in the development of their de-
partmental policies-I am speaking again as Mr. O'Toole said he was,
as a layman-it seems to me that..you might appropriately speak to
that point and what that means. =~ )

Mr. HuTCHINS. That policy, which is followed not only at Chicago
but in a great many other places, has the effect of putting on the indi-
vidual group some sense of responsibility for the future of that group,
and to that exent it is a very desirable policy.

It has one very serious handicap, and that is the policy of the uni-
versity must be determined. The policy of the university cannot be
left to the accidental popularity of one unit as against another.

Suppose, for example, that you say to the dean of the school of
business, "You have the responsibility for raising money for your
school," and you say to the dean of the divinity school, "You have the
responsibility for raising the money for your school." Then you say,
"Now, each one of you will get only what you are able to raise."

What you will have is a tremendously swollen school of business,
because men with corporations that have resources are now enthusi-
astic about schools of business in this country, and you will.have a
highly anemic school of divinity.

0, it is extremely important that the central administration of the
university should exercise distributive justice as among these units,
and not limit them to the accidental or semiaccidental results of the
popularity of their subjects.

Mr. HAYS. Mr. O'Toole.

Mr. O'TooLE. Do you think, Doctor, that there is a tendency in this
rush to education and improve educational standards in these United
States to abandon too quickly some of the old tried and true methods
of education?

Mr. HuTCHINS. IfIam to express my personal prejudices-and you
will understand that they are my personal prejudices-I believe, that
the movement that is called progressive education, which is now per-
haps the most popular movement in elementary and secondary edu-
cation in this country, has performed notable services for our people.

Take, for example, this one point : The restoration of interest to
the classroom. hat Mr. Dewey and his followers were revolting
against as much as anything else was the classical drillmaster.

[ was under classical drillmasters in my time, and it never occurred
to me that the authors of the classical works in which I was being
drilled had any ideas at all, because [ was simply being drilled. ~Now,
the progressive educators thought that this was undesirable and un-
necessary, and they were right. ]

But, like most big movements affecting large groups of people all
at once, in making this point, they practically eliminated, or they have
had the effect, deliberately or not, of practically eliminating subject
matter and content from education.

The intellectual content which constitutes the material of real in-
tellectual achievement gradually disappears from the educational
system.
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The other day the vice president of the University of Chicago saw
his 7-year-old boy the first day of school. He said, "Well, what did
you study today?" He said, "Oh, we don't study.  On the first day.
we decide what we are going to study for the year.

He said, "Well, what did you decide?" Je said, "Well, it was a tie
between factories and Eskimos."

He said, "Well, how are you going to work this out?" He said,
"Well, we are going back tomorrow-and have another conference."

So, the vice president of the university could hardly wait. When
he got back he said, "Well, Mike, how did the conference conle out?"
He said, "We decided to study birds, and I am chairman of the wood-
pecker committee." [Laughter.]

Now, this focusing on interest which then moves to the point that
nothing that doesn't interest the child can possibly be worth studying
has meant the attrition of the educational content of the educational
system, intellectual content of the educational system. This is a very
serious thing.

Now, I think it is not at all impossible to retain interest in the course
of study and restore the subject matter.

Mr. O'TooLE. You and I are both cognizant of the fact that there
have been complaints, numerous multitudinous complaints, from all
over this country, from business people that children l%raduating
from the high schools today are not well founded in, the three R's.

[ am not too conversant with it because I am nothing more than a
professional politician. I am not a businessman but am strictly a
politician. But there must be some reason for this complaint; there
must be some basis for it. Do you think that we have gotten too far
away from the fundamental three R's, so called? _

M};, HUTCHINS. Yes ;Ido. This process has been going on for many

ears.
y When I was dean of the Yale Law School in 1927, 1928, and 1929,
there were a very highly selected group of students, and the principal
characteristic that they had in common was that they couldn't spell.

When [ moved to the University of Chicago, one of the first com-
mittees that was established there was a committee on graduate study,
and the report of the committee could be summarized this way "We
do wish that there was some way in which our candidates for the
Ph. D. degree could learn to read and write."

Mr. HAYS. Now that is the real reason that the proponents of "pro-
gressive education’ regard those of us that believe Garfield was right,
as reactionaries. That is the explanation; isn't it?

Mr. HUTCHINS. Yes; I think it is. They would take the view-and I
want to make clear that there are @ great many things here that you
can't prove; and, if you said to a progressive educator that he was
advocating a system under which the (Feople of this country would
not learn to read and write, he would deny it. He would say : "We
are going to see to it that they learn to read and write, and we are going
to see to it that they do it by better methods than you advocate.

Now, I think that may be theoretically possible, but practically it
has not turned out to be. Whether it is the tremendous numbers to
which I have repeatedly referred, whether it is the spirit of progressive
education, the fact is that the result is as you have described it to be.

Mr. HAYS. I am glad you didn't give me a "Yes" or "No" answer on
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that, because we certainly want to be fair about it, and we don't want
to tra? anybody with words and phrases. .

But oftentimes those of us who believe in the value, for example,
of the Arkansas experiment are really conservatives in our method.
That is essentially a conservative idea, and that is the reason [ men-
tioned Jefferson. = We are trying to reembrace the techniques or rather
find techniques that are appropriate for our twentieth century.

Mr. HUTCHINS. That is right.

Mr. HAYS. That Will achieve his idea.

Mr. HUTCHINS. That's right.

Mr. O'TooLE. Doctor, I am going to express an opinion -1 don't
know whether it has a basis or a foundation-and then I would like

our opinion of it.

Y"1t seems to me that under some of our modern educational systems
or methods we are failing to instill in the individual the knowledge
of the difference between liberty and license.

It seems to me today because of almost a complete abandonment of
discipline in our educational methods, especially in the lower schools,
we are producing a great number of people who, in the abuse of their
own liberty, are antisocial and, who if allowed to continue free and
unfettered as they are going, can bring nothing but a state of anarchy
to this country, because it is all individual liberty as against the rights
of the masses.

Are the foundations and are the educational institutions doing any-
thing to make these individuals recognize not only their rights but
their duties to the civilization that they live in?

Mr. HUTCHINS. I thnk they are.

Mr. O'TooLE. I am not disputing that. I am just asking.

Mr. HUTCHINS. I think they are. The real object I suppose of
liberal education is to get people to think, think for themselves. This
requires the mastery of certain techniques.

hat is why Mr. Hays has been insisting on reading, writing, and
arithmetic-renewal of that system. You can't think unless you know
how to read, write, and figure. It requires certain basic information.

You can't think unless you know the facts about what you are
thinking; or, if you do think, it is a waste of time. It requires contact
with the major ideas that have animated mankind, the tradition of
western civilization, and this is a brief summary of what we call liberal
education.

The foundations have advanced that kind of education in many
institutions. Many institutions are trying hard to advance it.

Mr. O'TooLE. I work from three to five nights a week among some
of the toughest young men in New York, real hard characters. I
have been cooperating with a group there that is trying to settle the
:uvenile-delinquency problem, and I find in my conversation with
‘lhese lads that for the major part they have no moral values. They
are not conscious of any one of the Ten Commandments.

The thought is comﬁetely foreign to them, They don't seem to
have a moral philosophy of any type. They don't seem to have any
idea of their obligations to society or to the country that they live in.

They have been; I don't know whether you would say educated,
but they have been taught somewhere along the line that they, and they
alone-the individual himself-are the most important unit. As Y
said before, this is going to continue, is going to spread. It is going
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to have drastic results in our way of life. It can breed nothing but
anarchy ~ and is a very serious problem.

Mr. HUTCHINS.  That is true, and the educational system must do
its part, but it must be recognized that the field of moral education.
and the field of spiritual education are the fields of the home and
the church, and they must not be undermined or minimized by having
the educational system move in and assume their responsibilities, as
has often been planned or suggested.

You hear talk of the whole child, as though the school were going
to stand in as local parent and were going to do the job of the min-
ister and the press and the institution of the church. This, I think,,
can't be done.

Mr. O'TooLE. Doctor, I agree with you that the primary place
to inculcate morals, all morals, is in the home; but, although I am
an uneducated man, I do feel that a man cannot be educated by a
school or a university unless he has received some training there,
training that comes as a result of research into morals, into moral
philosophy at its best in the home. In the average home the training
in moral philosophy is a rugged" thing.

Mr. HUTCHINS. You are perfectly correct. What the educational
system ought to do is to supply the intellectual foundations for the
moral and spiritual training given in the home , and the church.

Mr. O'TooLE. The whole existence of our Government and all gov-
ernments is merely the mechanical method by which people live-
that is all it is-just a machine put up so that we can live a civilized
life; and, if there is to be peace in the world, if there is to be under-
standing, if there is to be a Christian way of living, you must have
a basis, a moral basis, a solid moral basis, and the educational insti-
tutions that prepare our men and women to live in this life, to live in
this world, must give them that, too.

Mr. H~Ys. Mr. Forand has a uestion.

Mr. FORAND. Dr. Hutchins, [ am very much interested in the
number of television channels that have been made available, and
what you said on the subject. Did I understand you to say that there
are 262 channels?

Mr. HUTCHI NS. 242.

Mr. FORAND. 2427

Mr. HUTCHI NS. Ye€s, Sir. ) )
Mr. FORAND. And has the Ford Foundation made money available

to work with the organizations, the schools, to arrange programs or
the handling of those channels? Just what has been done?

Mr. HUTCH NS. The Fund for Adult Education, an independent
agency established by the Ford Foundation, has first made some
money available to some communities, the ones that are regarded as
most critical, for the erection of a station.

If the station cost $450,000, the Fund for Adult. Education will
put up $100,000 or $150, 000, thus supplying 'the impetus to the com-
munity to raise the balance.

The second thing, of course, that is equally important, perhaps
almost more important, is the creation of a central program pool
in which these stations when operated can draw the material that
they will need to put on these channels.

A single institution by itself-and I speak now of an institution
like the University of C%icago—would probably have difficulty in
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atelevision station from its own resources more than an
lour aday. Therefore, the object is to establish a kind of bicycle
network in kinescopes, films which can be routed from one of these
educational television stationsto another. We think that a million
and a half as a starter will go into that enterprise.

Mr. FORAND. And who would have control of that?

Mr. HUTCHINS. A separate corporation is being established by the
Fund for Adult Education. It will have its headquarters in Chicago.
It isagood distributing point.

And it will have on it representatives of education, industry, and
various other interests in the community. That board is now being
formed.

Mr. FORAND. And they would assemble material ?

Mr. HUTCHINS. Yes, Sir.

Mr. FORAND. Now, this material would be made available to the other
stations, but the other stations would not be compelled to use that
material ?

Mr. HUTCHINS. No, Sir.

Mr. FORAND. That would be to supplement their own programs, so
to speak; isthat the idea?

Mr. HUTCHINS. Yes, Sir.

Mr. FORAND. Thank you very much.

Mr. HAY S. Go ahead, Mr. Keele.

Mr. KEELE. | was going to say, it seemsto me implicit in what has
been said here that there are certain defects in our educational system.
To what extent, if any, can that be attributed to the foundationsin the
sense that they have supported existing agencies?

Mr. HUTCHINS. I think, Mr. Keele, on the whole the foundations
have sought to be in front, that is, they have sought to foster experi-
ments.

I can't connect in my mind defects in the educational system with
the activities of the foundation. On the other hand, | can think of
agreat many ventures that | would regard as very hopeful, looking in
this direction, that have been financed by the foundations for many

ears.

Y Take at the University of Chicago, whenever we wanted to do any-
thing new, we had to apply to afoundation for assistance. We
couldn't expect our alumni or the public to be interested.

Aside from research in the physical sciences, we did not want to

- We would always go to the foundation.

P I)f'lte% ttﬂ% ?&Y%Q%}e{ﬁé University of Ch?%:/ag% was reorganized in

1930 with aview to remedying these defects that have been referred

to, the Carnegie Corp. made it possible for us, through the release of

time of our staff, to reorganize our courses, which we otherwise could
not have done.

The first major experience that | had with this was almost exactly
25 years ago. | was dean of the law school and was trying to do
something about the subjects that underlie the law, in which very
few of us on the faculty had had any education, in which Y ale was
seriously defective at that time. At the same time the dean of the
medical school was trying to do something about the subjects that
underlie medicine and the subjects that are related to it, like psy-
chiatry.



282 TAX-EXEMPT FOUNDATIONS

We got together and presented a proposal to the foundation in about
1928, for which they gave $7 million, to establish the Institute of
Human Relations at Yale, which brought an entirely new group into
the social sciences, ps%{chology, and psychiatry at Yale underlying
these professional disciplines. ~We couldn't have hoped to interest our
graduates in that. It would have taken us years to raise that money,
but here was a fundamental effort, a new effort, that only the founda-
tion could support.

Mr. KEELS. What do you conceive to be the function of a foundation
in society, Dr. Hutchins?

Mr. HUTCHINS. I think the trustees of the Ford Foundation have
answered that question better than I can answer it. [ think the report
that they adopted before we came into office states precisely the role
that a great foundation ought to play.

I think that the trustees, both before and after we came into office,
have demonstrated their conviction that this is the role, because one
item after another the trustees have backed up the officers in the kind
of experimentation, the kind of risk-taking, that justified the existence
of a foundation.

If you look at almost any one of the things that have been done in
Ihe foundation itself, in the educational funds-the creation of the two
educational funds was a very bold undertaking on the part of our
trustees. The creation of educational publications was a new kind of
a thing for a foundation to be doing.

Take the television show, which I hope some of you have seen on the
last three Sundays, Omnibus, which is an attempt to see whether it
is possible to get commercial backing for a somewhat higher grade
of television entertainment than has hitherto been found general.
These are all things in which the trustees have shown that they meant
what they said.

The object of a foundation ought to be to try to do the things that
government can't do, shouldn't do, that the public is unlikely to do,
and that ought to be done.

The board began with the statement, and has adhered to it ever
since, that its object was not to be popular, to be free from criticism.
Its object was to do the things that they thought would be helpful
to the community, regardless of whether they might be criticized or
not.

Mr. KEELE. That leads to a question I should like to put to you.
It has been suggested on numerous occasions to the staff of the com-
mittee that criticism is sometimes brought against the foundations
because they sponsor studies or finance, finance in part, studies which
are new to the public.

I would just like you to comment on whether or not the support of
a project which is a pioneering feature in the realm of new or some-
what hazy areas in itself implies sympathy with that, or whether or
not those studies are usually conducted entirely objectively.

Mr. HUTCHINS. It is my impression that the study of a subject does
not necessarily imply sympathy with it, and that experimental ven-
tures in these fields are conducted objectively with a view to discovering
what is in the subject.

Mr. KEELE. For instance, we have had the criticism that the founda-
tions have supported an institute of Ru